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ANY workable model for full employment has to embrace the realities of Britain's increasingly flexible labour market, according to Full Employment UK, the employment think tank. 

In its tough submission to the Commons employment committee's inquiry on full employment it says: 'It is becoming increasingly apparent that the familiar notions of a 'job for life' and 'employment security' are outmoded. Real security lies ... in the acquisition of skills and training.' 

While other submissions have concentrated on macro-economic stimulus or employment subsidies, Full Employment UK strongly advocates working with the grain of recent labour market trends. 

Labour market flexibility, the submission states, is bringing obvious advantages to the economy in the improved price competitiveness of UK goods and services. But, it adds, there is a disadvantage of 'widespread job insecurity'. 

Arguing for 'security of employability', as opposed to security of employment with a particular company, Full Employment UK says that the government must back 'supported flexibility'. 

That means the state must underpin the workings of an increasingly flexible labour market by supporting people with 'individual-centred' provision. 

People need assistance to develop 'personal financial and self-investment' strategies to overcome the irregularities in income forced on them by flexible employment, and to facilitate 'portfolio working' - juggling several part-time jobs at once. 

Support outside the labour market is required in the form of a work-based safety net to 'outlaw long-term unemployment' and guarantee individuals temporary work experience with the state accepting responsibility as 'employer of last resort'. 

The think tank urges the government to popularise the message of lifetime learning with 'individual learning accounts'. These accounts would help individuals to pay for their learning by instalments and share the costs with their employer or the government. The aim should be that within the next five years every adult should have their own individual learning account. 
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FULL-TIME teachers should be supplemented in the classroom by volunteer specialists, opening schools to outside experts, Tony Blair, Labour leadership candidate, said yesterday in the second of his five keynote election addresses.

Mr Blair said there was substantial evidence that teaching associates - a controversial concept with some of the teaching unions - could raise the achievement and the enthusiasm of pupils and teachers.

Trailing many of the themes of Labour's imminent education policy paper, he also promised universal pre-school education "within as short a time scale as possible"; a breach in the "Berlin Wall" between training and education; and a general teaching council for teachers, a professional body to oversee standards and training.

The speech came as Mr Blair's circle claimed that his election campaign was forcing the Tories to defend their approach to the community, civil society and the balance between rights and responsibilities, issues on which the Conservatives were vulnerable and divided.

One Blair supporter said: "For the first time in 15 years maybe we are forcing the Tories into debate on our political agenda."

However, John Patten, the Education Secretary, dismissed Mr Blair's latest speech. "The more he tells his educational thoughts, the more we catch a glimpse of his hidden depths of shallowness," he said.

In his speech, Mr Blair said: "We know from our academic research and from our own eyes and ears what makes a successful school: strong leadership from the head; clear values and expectations about performance, behaviour and discipline; continuing staff and curriculum review; commitment to staff training; and effective parental information and input."

Mr Blair sidestepped the issue of grant-maintained schools, saying simply it was "necessary to balance the desire of parents, teachers and governors to have power of decision-making within their schools, with the interests of local communities in preserving standards of those schools for the parents and children of future generations to come".

On his proposal for teacher associates, he said they could include business people and engineering undergraduates and provide positive role models, such as female industrialists and speakers of minority languages. Such associates "working under the direction of teachers, carefully prepared and supervised, can be an enormous resource".

Mr Blair also praised individual learning accounts, saying they would make training "flexible and tangible", with account holders "knowing clearly what resources they had available".
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Mr Tony Blair began yesterday to reposition Labour's education policy by stressing the party's commitment to higher standards, greater parental involvement in schools and published assessments of children's progress. 

The front-runner for the party leadership also unveiled a range of ideas designed to underpin the case for putting a radical extension of educational opportunity at the heart of the party's political prospectus. 

In the latest of a series of speeches setting out his agenda, Mr Blair said the key to modernising the education system was 'high investment, high expectations and high performance for all and by all'. 

Describing education as the foundation of a healthy society and of a wealthy economy, Mr Blair said Labour would make a reality of lifetime education and training to equip individuals to meet the demands of economic and social change. 

He gave strong backing to universal nursery education and floated a new scheme under which 'teacher associates' from business and local communities would inject more expertise into school classrooms. 

Mr Blair also called for the development of 'individual learning accounts' to draw a single thread through a continuous process of education and training between childhood and retirement. 

But the political significance of the speech lay in a strong emphasis throughout on the importance of discipline and high standards of teaching and a responsive attitude to the preoccupations of parents. 

Acknowledging implicitly that Labour has traditionally been seen to represent the interests of teachers more than of children and parents, he said the profession must recognise the need for a partnership with parents. 

Labour 'must stand up for the highest standards in all schools, with good discipline, highly motivated and highly performing teachers and the maximum involvement by parents'. 

Accusing the Conservatives of discrediting the process of testing, Mr Blair insisted that Labour must nonetheless provide a 'proper basis of both assessing pupils and allowing parents access to the greatest amount of information'. 

Mr Blair brushed aside in a single paragraph the debate within his party over whether it should restore grant-maintained schools to local authority control. 

He said the interest of local communities must be balanced against the desire of parents, teachers and governors to have the power to make decisions for individual schools.
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THE City of London has never taken much interest in social justice, but if there ever was a Labour government and it did implement the proposals of yesterday's Commission of Social Justice Report it would be compelled to sit up and take notice. From pensions to banking, a variety of financial institutions would find some unwelcome and demanding competition.

First in line would be Britain's discredited pensions industry. The Commission's requirement that everybody should be a member of a top-up second pension scheme in order to supplement the state pension means that the industry's standards will have to be further tightened, it says. Moreover, people should be offered an alternative to the murky world of private pensions - membership of a "National Savings Pensions Plan".

This would be a low-risk, low-cost funded pension scheme that would be marketed along with National Savings. Investing in government bonds as well as a fund that tracked the FTSE 100, and with very low charges, the National Savings Pension Plan could quickly establish a solid track record. The Commission thinks that it could put bad personal pension plans out of business; in fact it could outshine all but the very best - and expose the industry for its overcharging, lacklustre investment performance and lack of interest in its customers except for their commission.

The Learning Bank, where training "credits" would be paid into individual learning accounts and which would add its own lending on top for students at any time in their lives, could also prove an uncomfortable new gold standard for the clearing banks. Here would be a bank prepared to offer long-term loans which will be up to four or five times greater than each student's "equity" in terms of training credits - and which still expects to be profitable.

And overall the drive to raise business investment will lead to ever more scrutiny of the City and its priorities. The City reply will be, of course, that none of this is necessary and that the private sector can do the job more efficiently. It's an argument that might have washed 10 years ago; but not today.
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The commission has made six proposals to reform the system of education and training, which it says is now 'designed to serve an academic elite and to fail the rest'. 

The commission wants to introduce a system of 'lifetime learning'. The educational reforms in the package build on proposals launched by other bodies in the past two years. They are: 

Universal pre-school education for children aged three and four. 

The prime minister made a 'cast-iron commitment' to introduce nursery education for all four-year-olds at the Conservative party conference two weeks ago. 

He left open the question of funding, but hinted that he would prefer a voucher system. 

The commission appears to endorse a version of the voucher scheme, with a system of fee-relief to allow low-income families to use private provision. A campaign against illiteracy and innumeracy. 

This would concentrate on work with young children rather than on adults. The commission suggests that more use should be made of volunteers, building on experience in inner-London primary schools. 

The abolition of A-level exams in their current form. 

They would be replaced with a unified examination system for 14 to 19-year-olds incorporating academic and vocational qualifications. This is a model backed by organisations ranging from the Headmasters' Conference, which represents the most prestigious boys' and mixed schools, to the Industrial Society and the Confederation of British Industry. A state-enforced minimum investment in training by employers. 

Employers would be expected to pay about 1% of their wage bill - rising to 2% or more over time - on training. This could be spent by companies on their own training, or contributed to the government to arrange external courses. 

Expanded higher education with graduates paying for some of their tuition. 

The commission praises the new system in Australia, where students take a loan and repay it via higher tax contributions, linking repayment to their ability to pay. But it gives no details for a new system. A new 'Learning Bank' which would fund all post-16 education on a common basis. 

This body would handle both employers' contributions to training and the funds produced by tax payments from graduates. It would provide people with individual learning accounts which they could use throughout their lives to fund any form of education. 

(c) The Financial Times Limited 1994.  
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From MR PETER ASHBY. 

Sir, Andrew Graham is right to argue that the debate about training should now be linked into the debate about individual learning accounts ('How to get better trained workers', January 18). But it could be a mistake to restrict ourselves by old-style notions of 'levy/rebate', as he suggests. 

If we really believe that transferable skills represent one of our key skill shortages, as Graham rightly argues, why just say that employers should pay into employees' learning accounts as a means of avoiding a new training levy? Why not go one step further and say that all employers should be required by law to make a contribution towards their employees' learning accounts and forget about threatening to punish them with a levy to the government. 

Let the money in their employees' accounts be seen as the levy; and a universal levy, with no exemptions. 

This should have the greatest impact where it is needed most: on the vast numbers of small businesses with a poor training record (and which might end up just paying the levy and getting on with 'business as usual', under a levy/rebate system). For them, an obligatory payment - set at, say, 1% of an employee's salary - would be a tremendous catalyst for dialogue about how employees will spend the money in their account, and what sort of learning would best benefit the business. 

Such an approach might also be linked to a requirement that employees themselves should first demonstrate their commitment to learning, by making a modest down payment of their own (set at a minimum of, say, #25). This would then trigger the obligation on the part of their employer to start contributing towards their account. 

Both sides committed to joint funding of learning, through employees' learning accounts - that really could offer us a modern levy, without the awful bureaucratic apparatus of a centralised fund. 

Peter Ashby, 

principal consultant, 

Full Employment UK, 

24 Clifton Road, 

London N8 8JA 
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FORD UK pioneered the idea in the mid-1980s, and over the past decade other large-scale employers, mainly in the private sector, have followed suit. Now employee development programmes are capturing the imagination of smaller employers and the employer-led Training and Enterprise Councils (TECs).

Traditionally, your employer was unlikely to be involved if you wanted training for your own personal development - unless, of course, it related specifically to your job. But more companies are now recognising the benefits of offering their workforce learning opportunities which go well beyond the provision of job-related training. A recent paper published by the National Commission on Education identified a growing interest in the concept of EDPs, the work-based employee development programmes.

There is no single definition of an EDP, as companies operate their programmes in a variety of ways, depending on their individual history and culture. They do, however, have some common characteristics. These include the offer of work-related learning opportunities (languages, keyboard skills) in preference to leisure-based ones (flower arranging), with training where possible provided on-site rather than away from the workplace. Employees have significant control over the type of course undertaken, and participation is purely voluntary. Courses are funded by the employer, rather than the employee, and are not a substitute for any job-related training, which continues to be provided.

All programmes tend to have a set budget, but some are based on offering each employee a basic entitlement, which can range from #40 to #250. The on-site courses are normally free, while in most cases external courses are reimbursed up to a certain pre-agreed limit. Individuals mainly study in their own time, although some companies operate shared time arrangements, where participants are paid half their hourly rate if they need to study in work time.

Enlightened self-interest is often the motivation for companies which have introduced EDPs, seeing the programmes as instrumental in creating a "learning organisation", and an aid to inculcating a culture of continuous development.

The provision of workplace learning helps employees to adapt to change, be flexible and, hopefully, keep their jobs as new working methods are implemented. While the companies benefit from a greater level of employee commitment, employees - who are no longer able to rely on the same job for life - cite increased confidence and motivation as the results of being given the opportunity to learn.

Independent information and advice services are an integral part of some employers' programmes, ensuring individuals are better placed to identify the course they want. Such services also insure against programmes becoming too closely associated with the learning needs of the company.

Other companies have established EDPs in conjunction with national initiatives, such as the Employment Department's Gateways To Learning, launched in the early 1990s to generate a market for adult advice and guidance.

Sainsbury's was the first company to sign up, and launched its Choices programme for weekly-paid staff under the promotional slogan "developing personal skills". The aim was to provide weekly-paid staff with an opportunity for career assessment and guidance linked, where appropriate, to educational sponsorship. At the pilot stage, all weekly-paid staff in 37 stores were invited to a seminar to find out about the programme. They then attended a guidance interview to consider their future learning needs. Employees who had received career guidance could subsequently apply for financial assistance for a course, which led to a non-leisure based qualification. Sponsorship ranged from #30 to #100, and around 250 applications have been approved to date. Following the success of the pilot programme, Sainsbury's announced the Choices programme would gradually be introduced at all stores, covering some 70,000 employees by the end of 1996.

For larger and medium-sized companies, the cost of EDPs is relatively low compared with their overall job-related training budgets. However, for small businesses, minimising the cost is crucial, and it is in this context that TECs are employing innovative strategies to assist firms to take part. In some cases, TECs are establishing networks of employers and training suppliers to enable smaller companies to collaborate or form consortia to provide learning opportunities. In others, TECs are working directly with local employers.

The AZTEC, covering the London boroughs of Kingston, Merton and Wandsworth, is currently promoting "individual learning accounts" to local small businesses. Employees identify training, which will benefit themselves and their employer, and the "account" into which both parties pay is used to share the costs. Businesses can be helped to develop their training policies in the knowledge that their employees are also committed.

If you are part of that large proportion of the workforce employed by a company where training is the exception rather than the rule, employee development programmes, linked to individual learning accounts, could be the answer.

Tamsin Butters is a marketing and training consultant.

Employee Development Programmes - Current Practice and New Directions, published January 1995, is available from the National Commission on Education, 344-354 Gray's Inn Road, London WC1X 8BP.
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A LABOUR government may create a system of "individual learning accounts" in which employeer and employee each contributes a weekly sum to pay for the cost of an accredited training programme designed to help bridge the skills gap - and to end growing personal insecurity.

Alternatively it may set up an industry equivalent of the "Baker days" system whereby teachers are allowed days off to improve their classroom skills, the shadow employment secretary, Harriet Harman, said.

In a speech at Windsor which appealed for maximum consensus between employeers, unions and workforce on how best to tackle what she called "Britain's massive skills gap" Ms Harman also floated the possibility of reviving the old industry levy to finance training schemes.

The individual learning accounts (ILAs) could provide for an employeer to contribute, for example, #2 a week while employees contribute 50p a week. Industrial "Baker days" would offer every employee a certain number of training days a year on agreed programmes.

ROBIN COOK PLEDGES PARTY'S NEW STATEMENT OF AIMS AND VALUES.

By Patrick Wintour.
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Shadow Foreign Secretary Robin Cook yesterday promised Labour would now be building on the party's new statement of aims and values, agreed at the weekend, to increase the momentum on policy making with a string of policy statements between now and the New Year.

Mr Cook, chairman of the National Policy Forum and recently given a role behind the arrass in ensuring policy co-ordination across shadow departments, promised yesterday "Labour will now be putting into place the detailed policy documets that will guide the next Labour government. The whole package, he insisted, "will put paid to the false claim that Labour has no policies".

The next policy forum in June, now the chief crucible of policy making in the party, will study papers on the economy, health and criminal justice. However, with less than two years to an election, the policy wonks in virtually every Shadow department are now close to publishing one policy paper or other.

Some of the main issues to be tackled by the party are listed below.

* Economy

The party's Economic Commission is expected to send two reports to the party's National Policy Forum in June, the first looking at the need for a dynamic economy, including a growth strategy, macro-economic policy, relations with the Bank of England, and the second looking at the fairness agenda, including unemployment, the encouragement of welfare to work, the minimum wage, an attack on vested interests and some initial responses to isssues raised in the Social Justice Commission report, including poverty in old age.

Prior to publication, both Mr Brown and the party leader Tony Blair will make five further speeches, including one by Mr Brown on May 10 on macro and fiscal policy, a speech on competition policy by Mr Blair on May 12th, a conference at National Film Theatre on May 31 on private-public partnership, as well as the delivery of the prestigous Mais Lecture on May 22nd by Mr Blair.

Union leaders at two meetings of the Economic Commission next week will be studying closely drafts next week to see the details of the proposals of the creation of jobs and minimum wage.

Any national minimum wage is likely to take into account London weighting, young workers, enforcement and the impact on unemployment. The training proposals are likely to shift from a levy on all employees and will instead propose a system of individual learning accounts available to all workers regardless of the size of the company.

Industry.

Much of the party's industry policy was set out last year, including lifting tax obstacles to company long term investmentand the need for fewer predatory take-overs. Details are being examined in a corporate tax review involving specialists, led by Treasury team members Alistair Darling and Andrew Smith. A paper on comercial freedom for the Post Office is due before the October conference.

Transport

Shadow Transport Secretary Michael Meacher is bidding to put a policy on integrated transport policy and on the new Terminal 5 to a November policy forum. The party has a working party looking at its response if rail privatisation proceeeds.

Health

Margaret Beckett, Shadow Secretary, is due to produce a White Paper at the end of June designed to decommercialise the Health service. Focus will be on abolition of GP fund holding, and ways to retain the purchaser - provider split. She is likely to make NHS trusts more accountable by bringing in a mixture of directly elected and indirectly elected members serving on their boards.

Education

David Blunkett, the Shadow Education Secretary is overseeing four separate pieces of work. In June he will publish a study on how the 1,000 GM schools can be reintegrated into the state system whilst retaining greater independence than hitherto from local education authorities. It is expected that LEAs will be given seats on GM schools, as well as a monitoring role, and in return GM schools may have seats on LEAs. Funding between the two sectors will be made more equitable.

In a separate paper on standards, he will set out proposals for the National Curriculum, testing school league tables and failing schools.

The Shadow Higher Education Minister Bryan Davies is working on a paper that will set out Labour's proposals for financing higher education, including a form of student loans. Margaret Hodge is running seminars on a policy for under 5s, including universal nursery education, with the aim of publishing at the turn of the year.

*Housing

Shadow Housing spokesman Nick Raynsford is preparing to publish a consultation document in early July covering housing finance, mortgages, construction, the private rented sector, council housing and tenant's choice.

Constitution.

Shadow Home Secretary Jack Straw is reviewing the party's proposals for regioal assemblies with most indications suggesting they will be scaled down. In a recent speech to the Association of Metropolitan Authorities Mr Straw distanced himself from fully elected assemblies in every region. Details will be published in June *Crime

A peper on local authority and local police partnership to fight crime is due to be published in June.

*Local government

A January confirmed Labour will abolish compulsory competitive tendering, but is still consulting on revisions to the council tax,

*Defence.

No separate policy paper on defence is underway, although Shadow Secretary David Clarkhas promised a full defence review within six months of coming into office.

Employment

Shadow Employment Spokeswoman Harriet Harman confirmed this week Labour would offer a right to strike, but this would probably involve a right to take an employer to an industrial tribunal if sacked for going on a lawfully called strike. There may not be an automatic right to re-engagement.

Social Security.

The Shadow Social Security Secretary Donald Dewar will not report until next year's conference on the future of the basic state poension and the the taxation of child benefit.

National Heritage

Chris Smith, Shadow National Heritage Secretary is due to report in June on the feasibility of a self-financing national electronic superhighway linking every hospital, library, citizens advice bureaux school, home and business. Mr Smith has recruited a prestigous group of specialists and is due to report at the end of May

*Europe.

An inter-governmental conference working party is looking at issues, such as the powers of the Council of Ministers, the veto, European defence policy and expansion of the Union.
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Lisa Wood looks at ways of giving training councils the vitality to help bring about economic regeneration. 

For the past five years private sector-led Training and Enterprise Councils have had to combat continual sniping from their critics. Tecs are not a perfect solution to the UK's skills problem but currently even their former antagonists, including local authorities, say that the model of a local, employer - led body has a legitimate role to play in economic regeneration. 

Tecs were established in 1991 as the government dismantled the last vestiges of compulsion from the 1964 Training Act. Instead of forcing employers to spend money on training the government instead wanted Tec boards to encourage more voluntary training effort, and to work in partnership with bodies such as local authorities on economic regeneration. Tecs' funds for this brief were to come from efficiency gains in their administration of programmes for the unemployed, worth about #1.8bn a year. 

In practice, Tecs have spent much of their energy training the unemployed with only a small impact on their wider brief, particularly assisting small companies to be more competitive. Debate is now rightly focusing on how Tecs' efforts can be strengthened. 

Cay Stratton, who, as a special adviser to the government, was involved in setting them up, says: 'We have to keep asking whether there are refinements to be made to Tecs' remit and structure. Institutions must remain relevant if they are to survive.' 

Will tinkering with Tecs' internal workings bring about the skills revolution that the UK needs? Or is a statutory framework again needed? 

One basic question still to be resolved is the precise nature of Tecs. The bankruptcy of South Thames Tec, for instance, suggests that some people - notably the contractors who mistakenly thought the government would bail out Tec creditors - saw them as extensions of the department of employment. 

It would certainly help if much of the red tape surrounding the delivery of their state training programmes was abandoned and the government treated them more like private companies. 

The Confederation of British Industry suggests Tecs should enter more commercial contracts, joining the government in training specified numbers of unemployed people to agreed standards but with local flexibility on how it is done. 

The government has a dilemma - striking a balance between protecting taxpayers' money and giving Tecs scope to show whether they have real entrepreneurial flair. 

This raises a second issue. Tecs attracted senior executives to their boards because of the wider enterprise brief, such as organising management courses and building vocational training centres. But their scope for this wider role has been eroded as the government has cut back its funding. 

Critics say Tecs should have a discretionary element in the public funding, of no less than 10%, of their total budget. This could be spent on locally determined priorities. Plans could be submitted to the government and funded on an expenditure basis. 

Suggesting that Tecs should have more local autonomy will provoke howls of protest about their accountability. Tecs are accountable to parliament, via the secretary of state for employment, and have numerous audits. But activities such as the award of contracts must be seen to be more open to public scrutiny. 

An important development could be the implementation of a proposed new code of conduct drawn-up by the Tec National Council, which represents the 81 Tecs in England and Wales. It would require Tecs to implement a number of measures such as publishing a register of directors' interests. 

A related issue is the composition of boards. Greville Janner, chairman of the Commons select committee on employment, which is investigating Tecs, recently charged: 'Tec boards are totally, completely and utterly unrepresentative.' But any move towards diluting their business profile would probably be unwise. Even local authorities are unlikely to press for reduction of the two-thirds employer majority. 

Philip Swann, of the Association of Metropolitan Authorities, says: 'Tecs are intended to bring private sector views to partnerships with bodies such as local authorities. They would not be doing that if boards were half local authority representatives.' 

But Swann wants to see Tecs' 'accountability to their local communities' strengthened by giving local authorities the right to appoint elected members to boards. He also believes Tecs should be more representative of the private sector, particularly smaller companies. This would happen if more Tecs merged with their local chambers of commerce, thereby rooting them more deeply in their employer communities. Mergers are proceeding slowly, with both partners in some areas expressing reservations. 

One proposal is for the government to give incentives for mergers, which could also bring in Business Links, the one-stop business advice centres of which Tecs are one of the partners. If such a policy were unsuccessful, there could be a case for legislating for merged bodies. 

Manchester Tec has already formed a joint membership scheme with its local chamber of commerce and Business Link. Members elect the board and get discounts on services provided by the organisations. 

A more radical step, facilitated by the merger of Tecs and chambers, would be to develop Tecs along the lines of Continental chambers, where all employers have to be members. A half-way house could be compulsory registration, giving Tecs better market information. 

But even if these institutional issues were fully addressed would this bring about a skills revolution? Probably not, is the growing consensus. Peter Ashby, of Full Employment UK, the policy consultancy, says: 'The real issues are defining employers' responsibilities and stimulating demand for training among the workforce.' 

Tecs have few weapons in the training war. Investors in People, a business quality standard, is a useful programme but it is not primarily about training. The 'new apprenticeship scheme' could stimulate more young people to strive for work-related training. But Tecs have limited funds for the programme and employer response is as yet unclear. 

As far as the short-term unemployed are concerned, Tecs' efforts to support them in training are hampered by an inflexible benefits system. Schemes for the long-term unemployed concentrate on getting people into jobs quickly and cheaply with the most disadvantaged often not offered the opportunity to train. 

Nothing is sufficiently resourced to make a significant step up the skills ladder. But it is unlikely that any government will be much more generous in their funding of training. Ambitious aims for improved skills are unlikely without some statutory framework. The Labour party is toying with several ideas such as the re-introduction of a training levy on most employers or individual learning accounts to which both employees and employers would contribute. 

Both proposals carry substantial risks - for example, a levy, to be acceptable to employers might be set so low as to be irrelevant. 

But the challenge to Tecs, if a new statutory framework is imposed, would be to think strategically about their role. Otherwise, the drift would be back to centrally determined solutions. 

This is the last article in a series on Tecs, to be published soon in book form. 

(c) The Financial Times Limited 1995.  
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Suggesting that Tecs should have more local autonomy will provoke howls of protest about their accountability. Tecs are accountable to Parliament, via the secretary of state for employment, and have numerous audits. But activities such as the award of contracts must be seen to be more open to public scrutiny. 

An important development could be the implementation of a proposed new code of conduct drawn-up by the Tec National Council, which represents the 81 Tecs in England and Wales. It would require Tecs to implement a number of measures such as publishing a register of directors' interests. 

A related issue is the composition of boards. Greville Janner, chairman of the Commons select committee on employment, which is investigating Tecs, recently charged: 'Tec boards are totally, completely and utterly unrepresentative.' But any move towards diluting their business profile would probably be unwise. Even local authorities are unlikely to press for reduction of the two-thirds employer majority. 

Philip Swann, of the Association of Metropolitan Authorities, says: 'Tecs are intended to bring private sector views to partnerships with bodies such as local authorities. They would not be doing that if boards were half local authority representatives.' 

But Swann wants to see Tecs' 'accountability to their local communities' strengthened by giving local authorities the right to appoint elected members to boards. He also believes Tecs should be more representative of the private sector, particularly smaller companies. This would happen if more Tecs merged with their local chambers of commerce, thereby rooting them more deeply in their employer communities. Mergers are proceeding slowly, with both partners in some areas expressing reservations. 

One proposal is for the government to give incentives for mergers, which could also bring in Business Links, the one-stop business advice centres of which Tecs are one of the partners. If such a policy were unsuccessful, there could be a case for legislating for merged bodies. 

Manchester Tec has already formed a joint membership scheme with its local chamber of commerce and Business Link. Members elect the board and get discounts on services provided by the organisations. 

A more radical step, facilitated by the merger of Tecs and chambers, would be to develop Tecs along the lines of Continental chambers, where all employers have to be members. A half-way house could be compulsory registration, giving Tecs better market information. 

But even if these institutional issues were fully addressed would this bring about a skills revolution? Probably not, is the growing consensus. Peter Ashby, of Full Employment UK, the policy consultancy, says: 'The real issues are defining employers' responsibilities and stimulating demand for training among the workforce.' 

Tecs have few weapons in the training war. Investors in People, a business quality standard, is a useful programme but it is not primarily about training. The 'new apprenticeship scheme' could stimulate more young people to strive for work-related training. But Tecs have limited funds for the programme and employer response is as yet unclear. 

As far as the short-term unemployed are concerned, Tecs' efforts to support them in training are hampered by an inflexible benefits system. Schemes for the long-term unemployed concentrate on getting people into jobs quickly and cheaply with the most disadvantaged often not offered the opportunity to train. 

Nothing is sufficiently resourced to make a significant step up the skills ladder. But it is unlikely that any government will be much more generous in their funding of training. Ambitious aims for improved skills are unlikely without some statutory framework. The Labour party is toying with several ideas such as the re-introduction of a training levy on most employers or individual learning accounts to which both employees and employers would contribute. 

Both proposals carry substantial risks - for example, a levy, to be acceptable to employers might be set so low as to be irrelevant. 

But the challenge to Tecs, if a new statutory framework is imposed, would be to think strategically about their role. Otherwise, the drift would be back to centrally determined solutions. 

This is the last article in a series on Tecs, to be published soon in book form. 

(c) The Financial Times Limited 1995.  
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TONY BLAIR'S hopes of avoiding a commitment to a national minimum wage figure while in Opposition cleared an important hurdle yesterday when the party's National Policy Forum agreed two economic papers insisting that the figure will be set in government after consulations with business and unions.

The shadow employment secretary, Harriet Harman, claimed the result was an important milestone. The chairman of the forum, Robin Cook, said that the wealth of policy details passed by the forum, especially on the economy, gave the lie to the charge that Labour had no policies.

Some leftwingers tried to harden the economic policy, drawn up by the shadow chancellor, Gordon Brown, by tabling an amendment specifying that the minimum wage objective would be to set the figure at a level which would eventually abolish poverty pay. Seeking consensus, the platform instead agreed to a more marginal change.

However, representatives from all three big unions - the GMB general union, the Transport and General Workers' Union, and the public services union Unison - told the forum they reserved their right to use their block votes to press for a specific figure at the party conference in October. Block votes cannot be used at the forum.

In a further development, Alan Jinkinson, the general secretary of Unison, conceded that a figure set at the union's target of just over #4 an hour, could in the first instance mean some limited job losses.

In the general debate on the two economic documents, the left was reassured that the party is not intent on a lower inflation target than the Conservatives. Instead, one document condemns the Government's macro-economic policy for making low inflation its only objective.

The paper says that "an anti-inflationary strategy must be placed within a wide economic policy designed to expand the capacity of the economy to sustain growth".

It adds that "a national minimum wage is the only way to end labour market exploitation. But it will also allow welfare benefits to give real help to the families who need them, free up more resources to help support new employment, and boost our economic competitiveness. In short a minimum wage can actually help create more jobs at decent wages. "

On employment law the paper says: "All people at work regardless of whether they are full time, part time, or permanent, and whether they work at home, will have a right to basic standards at work."

On tax, the paper sets out 10 principles, including the point that tax should be progressive and be based on the ability to pay. But, it adds, "the tax system should recognise that Britain is part of an increasingly integrated European world and economy from which it would be self-defeating to cut ourselves off".

On training, Labour favours abandoning its present policy of a compulsory levy on employers not meeting minimum training targets, and instead instituting individual "learning accounts" to which employers would be required to contribute.

On investment, the paper calls for tax measures to give greater emphasis on long-term finance with "institutional investors actively participating and voting at annual general meetings on the composition of boards and appointment of non-executive directors".

Leader, page 12.
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Lifetime learning and training will be essential for people who want to remain employable. Mark Corney looks at one possible system and its implications.

LABOUR last week abandoned its policy of a compulsory training levy on employers in favour of creating "individual learning accounts" - a sort of bank fund to pay for training to which employers would be required to contribute.

The policy shift recognises that positive measures are needed to encourage people to train, not punishment of employers who fail to meet minimum training targets. It is also a recognition that since 1979 the British labour market has undergone considerable change.

Employers can hire and fire employees almost at will. Just-in-time recruitment strategies now match just-in-time production methods. Shift working is more prevalent and working hours are more varied. Employers also expect employees and job seekers to be increasingly flexible, able to learn fresh skills and operate new technologies.

These changes come on top of longer-term trends in the labour market, such as falling full-time employment, more part-time working and increased self-employment. All this means that if workers are to sustain their "employability" they must update their skills throughout their working lives. Put another way, in the labour market of the 1990s, lifelong employability requires lifelong learning.

Hence Labour's search for a policy which guarantees every individual the training and personal development opportunities they need to get a job, to keep a job and to improve their overall career prospects.

A Statutory System of Individual Learning Accounts (SSILA), developed by the independent consultants Full Employment UK, in association with employer-led Training and Enterprise Councils, is expected to operate in the following way: Parliament would pass legislation requiring every employer to establish an individual learning account for each employee. Employers would pay a minimum of #2 per week into each account, while every employee would pay a minimum of 50 pence. Payments would be made through the PAYE system, with Parliament uprating the minimum level of contributions on a regular basis. Payments into the account would be offset against tax, while interest would accrue tax free, provided the money was spent on training, advice and guidance or accreditation of prior learning.

Individuals leaving their employer would take all the money in the account.

To prevent employer abuse, employees would decide how to spend their own contributions, but agreement from both parties would be needed before employers' contributions could be spent. Any learning purchased with the use of an employer's contribution, and involving an element of on-the-job training, would have to lead to some sort of qualification, or at least units towards a qualification. Using the employer's contribution on training not leading to a qualification would only be allowed for off-the-job training.

The proposal has three apparent advantages. First, the system appears to be comprehensive, covering all employees, irrespective of their status or gender, and covering all employers, irrespective of their size. Second, the system would overcome an inherent problem with flexible labour markets, namely that employers are reluctant to invest in training because of the uncertain payback they receive given a highly mobile workforce. Indeed, it should be pointed out that the proposed system would yield around #2.3bn a year gross, equivalent to 9% of current employer spending on training. And third, not only would a 50 pence per week contribution from employees represent a total investment of #570m, it would also provide an opportunity to cement the principle of joint financing of learning across industry, and secure future investment by individuals.

Reaction to the general principles of individual learning accounts is favourable. Tony Miller, divisional director of training at leading insurance company, Frizzell, says lifetime learning will be crucial to the success of UK companies in future. "We need a mechanism to kick-start the process and this could be the policy to do it," he says.

Dave Anderson from Enterprise Ayrshire, a Local Enterprise Company (the equivalent of a TEC) in Scotland, says learning accounts offer the opportunity "to underpin the UK's flexible labour market with a sustained commitment to lifetime learning." Many individuals would benefit from the "portability" of their learning account.

More surprising, perhaps, is the fact that even those who are opposed to state intervention in training believe the proposal is worth exploring. Howard Davies, director general of the CBI, says: "It is certainly more attractive than other training levy options the CBI has seen." What he likes about learning accounts is they "encapsulate the principle of shared responsibility for learning," a pertinent issue for the CBI.

Despite these sentiments, however, there are words of warning. Davies himself acknowledges the potential complexity of 28m accounts floating around the UK labour market. For him, the "devil is in the detail."

A similar point is made by Chris Humphries, director of the TEC National Council, who has been closely involved in the development of proposals for voluntary and statutory versions of individual learning accounts. He believes any statutory system must be "cost-effective, not bureaucratic, and inclusive rather than exclusive."

According to Richard Coulson of Training Group Medway, the pay-as-you-earn mechanism for funding the accounts could detract from the statutory learning accounts being inclusive. Coulson says: "Many employees earn less than the tax threshold and will fall outside the scheme." He adds that this would be aggrava ted by any fiscal strategy which sought to remove low-paid workers from the tax system. As a consequence, the very low paid would miss out on training.

The ever-growing army of the self-employed, currently 12% of the workforce, would not have a place in the system either, although they are a group which traditionally receives little formal training, nor would the 2.3m unemployed.

Supporters of a statutory system acknowledge that special policies will be needed for special groups, but the proposal does not seem to take account of the flexible labour market's impact on individuals' employment prospects.

Nigel Meager, of the Institute for Employment Studies, says: "Increasing turbulence in the labour market means that individuals will move between different types of employment, with periods of full-time employment followed by intermittent spells of unemployment, part-time work and self-employment." Unless there is an administrative infrastructure to pick up individuals as they move in and out of non-traditional forms of employment, many will fall outside the scope of the proposed system at some point during their career.

Similarly, any administrative structure must take into account the needs of temporary workers - 6% of the workforce - and those 1m doing two or more part-time jobs.

For temporary workers, the constant transfer of their account to and from employers could become irksome. Special arrangements would also have to be made for those with more than one job to have a number of learning accounts.

Hugh-Lloyd Jones, a training consultant, believes employers would have problems, too. He says there are 4.5m job changes in the labour market each year, "implying a very high number of account transfers which will have to be dealt with." He believes larger organisations would be able to cope with the administration, but doubts if the same would be true of the 2.4m businesses which employ fewer than 20 employees. Nigel Meager believes, too, that many smaller employers would resist the system on the grounds that they could not afford #2 per week for each employee.

Another caveat comes from Peter Senker, an expert on statutory training levies. He says: "It will be extremely burdensome to industries with a high labour turnover" - those relying heavily on seasonal and temporary staff, such as tourism, catering, food processing and agriculture. They would face the problem of constantly transferring accounts and the tiny sums of money contained within them.

Allan Moody, chief executive of the north-west CEWTEC, says: "When an individual falls on hard times, they need money to live, not money to learn." Employees are likely to use a variety of means to get hold of their cash, he says. Equally, if the system is not to provide work for lawyers careful thought will also have to be given to employers facing financial hardship who decide not to pay out.

Moody is also concerned about the mandatory element. "Learning is most effective when an individual voluntarily agrees to do it." Bert Clough of the TUC agrees. "The jury is out about whether compulsory employee contributions will be a turn-on for low paid employees to encourage them into training and self-development."

The political sensitivities surrounding the proposal should not be underestimated and the Labour Party must judge whether it is worth putting in place what could be viewed as a "tax on the low paid" for an account yielding #130 per year, and purchasing little training at today's prices.

Labour will need to explain the true cost to the employees it is intended to benefit. If past experience is anything to go by, many employers will simply pass on the cost of their contribution by ensuring it is funded out of existing labour costs or future pay claims. This, of course, may have undesirable consequences for industrial relations. And, if for any reason, employers believe the system is too complex or unrelated to their needs, it will be perceived as yet another financial burden on business.

Defining a Statutory Framework, Investing in Skills, Full Employment UK, February 1995.

Mark Corney is director of MC Consultancy.
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There is nothing wrong in creating wealth, argues Ralf Dahrendorf, if it helps create widespread wellbeing in a civil and civilised nation.

IN THE mid-1990s, economic policy has reached a fork in the road to wealth creation. In getting to this point, there was little choice. The rigidities of the 1970s had to be overcome to put stagnant economies back on a growth path. As this was achieved, an accelerating process of internationalisation created a climate of fierce competitiveness. The vocabulary of restructuring, adjustment, leaner and fitter companies in deregulated markets became familiar and painfully real for those who found themselves redundant, or for those in employment with declining real incomes. This new flexibility is a virtue and a threat at the same time. Where do we go from here? Further along the same road? Or do we take stock of both recent successes and new problems and then take the fork which may not look very different at first but will lead to a much more attractive destination in the end?

The Commission on Wealth Creation and Social Cohesion has concluded that wealth is more than narrow GDP growth, and indeed that a process of growth which destroys our communities, jeopardises law and order, and leaves growing numbers of people excluded, not least young people, is not creating wealth.

In the 1970s, we discovered that growth adds little wealth if in the process it destroys our environment, the natural habitat. Now we discover that a similar case must be made for the social habitat, for a civil and civilised society. An economic policy which aims at increasing what people value must incorporate this fundamental sense of social wellbeing.

For economists this is not new. The older concept of economic welfare has been developed further into well-being. In the process, classical political economy - not least Adam Smith - was saved from the fangs of those who believe that carrot and stick are the only motivating forces for humans. International economic policy debates have also moved in this direction, from the long-standing interest of the OECD in social indicators of economic advancement to the recent UN Conference on Social Development and its important fringe meetings. It is time for political discourse in Britain to catch up with the relevant insights of this sea-change in thinking, especially since it corresponds to a similar shift in public mood at a time of "jobless" and "voteless growth".

The crucial question is: what is social cohesion, and how exactly does it affect wealth creation? My Commission colleagues and I were not primarily concerned with inequality, or with social justice. To us the critical phenomenon is exclusion, and the crucial task, therefore, inclusion. Even apart from obvious and relevant moral considerations, the exclusion of large numbers from the labour market, and from civic participation more generally, is an enormous waste - a waste of human lives, but also a waste of economic resources. It is moreover a costly waste, both in the direct sense of demands on benefit support of one kind or another, and in the less direct but equally compelling sense of creating a category of people who have no stake in the values and rules of society. They may not be the core of the criminal categories themselves, but they indicate to all that our society does not necessarily care about all its members, that it is a society for those who are inside.

Exclusion takes many forms. The lack of prospects for many young people, notably young men, is one. Long-term unemployment is another. The emerging underclass of totally disconnected people is excluded. Xenophobia and discrimination are instruments of exclusion. Thus an inclusive society in which everyone has a stake needs more than economic policies. But it needs an economic policy which has inclusion as one of its goals.

One element of such a policy might be to facilitate private and promote public investment with a medium-term perspective. This would lead to a new combination of the needs of the market with a wider sense of commitment.

Tomorrow's company (to quote the title of the recent Royal Society of Arts report) should be more than a shareholder company, and should give proper place to all stakeholders, including suppliers and clients, employees and local communities.

The Beveridge contract which created the welfare state has to be re-cast; this will involve - to take pensions as one example - a new combination of public commitment and private, but compulsory, contributions.

Methods have to be found to give force to a lifelong entitlement for education; Individual Learning Accounts with employer and employee contributions are one way.

GETTING people back to work remains high on the agenda; in a new climate this will require basic income guarantees at least for those at work by topping up incomes below a certain line.

The list of proposals made by the Commission is longer (and more detailed). One point needs to be added to it. Some of the proposals may actually save the Exchequer money. This is the case with compulsory private pensions. Others will not cost money. We have got to lift the taboo on the public debate of taxation. It may be the case that people do not want to pay more taxes, in which case they have to know that they cannot get certain services. If, on the other hand, such services are strongly desired, they have to be paid for. Classical forms of taxation are not the only answer (though there is more to be said for income tax than is generally appreciated these days). What Americans call mandated savings, that is compulsory savings for identified and individual purposes, is another viable method.

In any case, the absence of rational debate - and the insistence that virtually all can be costless, or at any rate tax-neutral - means that we are getting nowhere, and are misleading the public in the process.

Wealth creation and the cohesion of an inclusive society are thus part of the same project of a new economic policy. This is a policy for a free society. The phrase is no mere bow to the obvious. Many people in the West are taken in by "the Asia that can say no". For the author of the book under that title, and other leading Asians, this means that we can have growth and social cohesion only if we abandon some of the liberties which we cherish. Such liberties are, they argue, Western idiosyncrasies, not to say luxuries. This is not an acceptable position. Creating wealth in cohesive civil societies under the constitution of liberty may come close to squaring the circle. It may not be achieved in full, but we can get close to it, and we must try if we want to improve well-being for all.

Lord Dahrendorf, Warden of St Antony's College, Oxford, is chairman of the Commission on Wealth Creation and Social Cohesion, an independent body set up in January 1994 at the initiative of the Rt Hon Paddy Ashdown MP, leader of the Liberal Democrats. Its aim is to examine the changing nature of economic growth in the global economy, and to devise recommendations for economic and social policy. The Commission's report, launched this morning, can be obtained from 50 Cumberland Mills Square, London E14 3BJ (price #4.50).
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A new left-of-centre vision of Britain in the next century will be published today by Lord Dahrendorf, in a report aimed at transforming industry and providing more security for workers in a changing world. 

A cross-party commission headed by the Liberal Democrat peer maps out an economy with long-term investment at its core, and a social security system that offers education throughout a lifetime and generous pensions in old age. 

The Dahrendorf commission, whose members include Mr Frank Field, the Labour MP and chairman of the Commons social security committee, Mr Will Hutton, economics editor of The Guardian, and Professor David Marquand of Sheffield University, was set up in January last year at the suggestion of Mr Paddy Ashdown, the Liberal Democrat leader. 

But unlike the Borrie Commission, whose work on social policy was closely tied to the Labour party, the Dahrendorf team has fiercely defended its independence. Lord Dahrendorf, warden of St Antony's College, Oxford, hopes the analysis of economic and social problems - and its solutions - will provide an intellectual basis for the development of left-of-centre policies. 

Both Mr Tony Blair, the Labour leader, and Mr Ashdown have talked of a co-operation and dialogue on ideas, and proposals in the report are likely to be pillaged by policymakers in both parties. 

Some of the report's most radical proposals come on pensions, where Mr Field - Labour's free-thinking social security reformer - is given free rein to express his views. It calls for the creation of individual learning accounts, to pay for education and training throughout a lifetime including periods of unemployment. The cash would come from compulsory contributions from employers and employees. 

All employees would also be required by law to take out a second pension to supplement the state pension, and a new private pension society would be set up to ensure universal coverage. Mr Field said the report was 'not for people who want to play safe'. 

Mr Blair called last week for a review of the welfare state. The report's tough line is likely to resonate well in the Labour leader's office. 

Mr Field said: 'We will be saying that the days when you could draw income support and live on it for ever are over. We will say that claimants will be expected to draw up career plans and income support will be used to help them achieve their objectives.' 

The report demands a re-appraisal of economic values, so that wealth is not measured purely in terms of gross domestic product but in terms of employment, the environment and other social indicators. 

In a section influenced by the ideas of Mr Hutton, the report calls for new investment mechanisms to help small and medium-sized companies develop, while there would be new rules to encourage joint private and public sector infrastructure projects. 

(c) The Financial Times Limited 1995.  
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IT IS a sign of how far the pendulum has moved to the right over the past 16 years that the Dahrendorf report can be viewed as rather more radical than the vision of Britain put forward by the Leader of the Opposition.

While Tony Blair's Mais lecture earlier this year was monetarist, Dahrendorf is rooted in Keynesianism, albeit of a careful, constrained kind.

As such, the report tacitly accepts that some of the key Thatcherite reforms of the 1980s are now an immutable part of modern life. There is a call for a more relaxed approach to public investment to facilitate infrastructure spending, but no suggestion that there needs to be an extension of public ownerhship.

Likewise, there is a great deal of emphasis on the need for life-long learning and for every individual to have a role in society, but little recognition that organised labour has a role to play in creating the new Britain.

So what are the plus points. First, Dahrendorf's acknowledgement that wealth is not just about statistics and money but about well-being. Nor is it taken in by the fallacious argument that globalisation is so all-pervasive that it has neutered policy initiatives aimed at taming free market capitalism. Blindingly obvious points, perhaps, but ones that have tended to be obscured during the long Conservative hegemony.

Second, there is a greater willingness to see that the size, power and structure of the financial sector is, and always has been, a barrier to the re-invigoration of Britain's industrial base.

The proposals for ending short-termism - stiffer competition criteria for takeovers, new investment mechanisms to make small firms less reliant on short-term bank finance, the possible abolition of the legal right of banks to take a "floating charge" on the assets of a company to which it is lending - are well to the left of what Labour is considering. Dahrendorf, it appears, would go to the City armed with a smart bomb rather than a prawn cocktail.

But despite the Labour leadership's cautious approach to reform of the financial system, the fact is that Dahrendorf dovetails neatly with the more progressive thinkers in the Labour Party. There is not much that Gordon Brown or Robin Cook would object to in the report.

So what about the caveats? First, there is the question of why we need another report by the "great and good" at all, a point made by Ed Mayo, director of the New Economics Foundation, a think tank dedicated to sustainable economics.

"There should be an end to these top-down, closed commissions that pronounce from on high. After the Commission on Social Justice (the Borrie report), which contained no one with any experience of poverty, surely we should say 'No more commissions please'."

Second, as with most attacks on the status quo, Dahrendorf is a menu without prices. It attacks the fetish for reducing the basic rate of income tax and supports a minimum wage, for example, but the warm words are rarely backed up hard numbers.

This is a harsh criticism, since the commission lacked resources for a full costing, but it will almost certainly be seized upon by those with a vested interest in opposing the report's reforms.

Finally, for a document supported by the Liberal Democrat high command, parts of the report are vaguely authoritarian. Employees will be compelled to contribute to individual learning accounts and to private pension contributions, merely because the state says they should.

Mr Ashdown, should he decide to accept the findings of the report, may need to cherry-pick the recommendations before putting it to the party faithful.
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WORDS matter. One of the great buttresses of the Conservative dominance of the last 15 years has been the creation of an all-pervasive language entrenching Conservative values as part of the national culture. Political and linguistic hegemony have gone hand in hand.

In this discourse, taxes are a burden. Free markets are necessarily wealth-generating. Regulation is costly. Trade unions obstruct labour-market flexibility. The job of companies is to maximise shareholder value. The right to choose is the highest virtue. The best relationship is between buyer and seller, provider and customer.

This lexicon has become such a part of our political habits that it frames much conventional thinking, with those who construct this linguistic reality often unaware of what they are doing. Most TV and radio journalists, for example, priding themselves on their objectivity, would resent the idea that they are unpaid agents of Conservative Central Office. Yet their questions and reports which assume, without any context, that a standard rate of income tax of 20 pence is better than 30 pence, that choice is good, that social overheads of any type inhibit wealth creation, subtly entrench the position of New Right Conservatism.

One of the aims of the Dahrendorf Commission, whose report on Wealth Creation and Social Cohesion was released yesterday (and of which I was a member), is to recast the language of debate for economic and social issues - and offer a radical new system of economic and social benchmarks to judge where Britain stands. If you can't make headway here, other aims like eliminating long-term unemployment and social exclusion are reduced to the status of good intentions; without their own language to support them they are condemned to the fringes of argument, policy and debate.

Dahrendorf begins by insisting that a "nation which ranks highly on world league tables of GDP growth, but falls apart as a society or lacks essential liberties, not only does not feel good but cannot be called wealthy". GDP measures richness - but by not being corrected by what is happening to the environment or society, it does not measure true wealth. The Commission was conc erned with the intense processes in all industrialised societies that create social exclusion. With increasing trade flows, cross-border investment and new technology, most industries are becoming hyper-competitive. In Britain, this is reinforced by the operation of the financial system in its demand for high short-term financial returns - so that firms are ever more ruthless in their search for cost savings. Risk is displaced on to an increasingly defenceless workforce, with job insecurity and impermanence endemic.

The rise in wage inequality is only a component of the larger trend to social exclusion and marginalisation - which has clear and measurable links to the growth of crime and family breakdown, and the collapse of neigbourhoods. Wealth generation, which is dependent upon excluding growing numbers from society, actually shrinks wealth by reducing social cohesion. Social well-being is a key element of the good society.

But the Commission doesn't just advocate that this new language enters the body politic; it wants new statistics to support it. There should be a national wealth audit, encompassing indicators including the state of the natural environment, the condition of the public infrastructure and a detailed survey of the labour market. For example, nearly one in four adult men is unemployed or economically inactive - despite three years of recovery. Figures like these need to be tracked, published and widely disseminated.

To be against exclusion is necessarily to be for inclusion, and here the Commission introduces the most dangerous words: it wants a stakeholder society which "makes every effort to involve all its citizens in the labour market, in the associations of civil society, in the political process". Stakeholding is the means to fight back against social atomisation. It involves updating Britain's eroded notions of citizenship - and extending them across the economic, social and political domains.

This means a shake-up of the institutions of British capitalism and state - a direct challenge to what the Commission calls "shareholder capitalism". It has been the particular way the financial and corporate systems interlock in Britain that has been a prime driver of social exclusion and underinvestment - and which the Commission attempts to remedy.

Its proposals need to be taken as a whole, rather than as a menu for politicians. A new framework for public finance and redesign of the financial system are aimed at lifting public and private investment - a necessary, if insufficient, condition for more employment. Savings to finance increased investment will be generated by the National Pensions Scheme, the system of mandatory individual saving to build up proper pensions to supplement the state pension.

Pension funds are thus one of the lynch-pins of a restoration of social inclusion. They are the means of raising investment and employment, and of preventing the retired from joining the ranks of the excluded. Indeed, by implicitly requiring that the central government's pension system should join the ranks of funded schemes, the Commission generates a rich new seam of finance for public infrastructure spending.

But the new system of mandatory saving for top-up pensions also represents a new contract of rights and obligations between the individual and the state. This is also the philosophy behind the system of individual learning accounts which will entitle individuals to lifetime training to promote their employability. Firms will be obliged to contribute along with their workers; a social overhead which will be part of their responsibility as corporate citizens, rather than maximisers of their shareholders' funds - and will therefore be a contribution to real well-being.

Shareholder capitalism represents a direct challenge to the public domain, to the values of which it is intrinsically hostile. One reason for its rise to strength in Britain has been that the political system has been so weak at expressing an alternative value system - of public service, of activity that is held in common, of a public interest.

The Commission wants to breathe new life into the public domain, and its recommendations are for a whole new range of stakeholder institutions - from regional development agencies to the Private Pensions Society - that lie between the individual and the state.

Stakeholding, for all its modesty as a word, is full of threat to the current order. Indeed, as a number of thinking Labour MPs and trades-union officials complain, that is why it is so rarely on the lips of members of the shadow cabinet. Perhaps the Dahrendorf Commission, welcomed alike yesterday by Paddy Ashdown, Tony Blair and John Monks, may help the word find more political usage. Words, after all, matter.
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_F By NICHOLAS TIMMINS Public Policy Editor.

A restructuring of Britain's economy and an annual "audit" of the nation's wealth, which would measure its social and environmental condition as well as its gross national product, were called for yesterday by an independent commission.

Chaired by Lord Dahrendorf, warden of St Anthony's College, Oxford, and set up on the initiative of Paddy Ashdown, the Liberal Democrat leader, the commission has produced a report on Wealth Creation and Social Cohesion which argues for a new investment strategy, compulsory fully funded second pensions, lifetime education and a new benefit system to make it easier to do some work while unemployed and to provide a basic income for those in work.

Mr Ashdown yesterday warmly welcomed the "forward looking" report, saying that what "shone through" the commission's thinking was "that there is a future for this country we can be optimistic about, and the clear evidence that there is a positive vision that progressive politicians have to offer the British people."

And the Labour leader, Tony Blair, who met Lord Dahrendorf to discuss the findings last week, was said to find much in the report "very interesting".

The report synthesises recommendations from recent studies on Britain's future, including those by Labour's Social Justice Commission, the Joseph Rowntree Inquiry on Income and Wealth, and the National Commission on Education.

While sustained, low-inflation growth is essential, the report says that although people welcome growing individual wealth, "they also want to feel safe in their homes and streets, and belong to thriving and civilised communities ...

"The exclusion of large numbers from useful and decently paid employment, and often from social and political participation generally, is an unacceptable price for the material wealth of others ... Social cohesion is an essential part of wealth creation."

The result is a plethora of proposals that include setting growth targets alongside those for inflation, treating capital separately from revenue in the national accounts, and providing new freedoms for public corporations to borrow and tax breaks for small, unlisted companies.

Money for investment should be generated by compulsory contributions from both employers and employees to a second pension on top of the basic state pension, which should have a link to earnings restored. A new National Insurance Fund owned by employees and employers would aim to reduce dependence on means-tested benefits.

The commission also calls for the transformation of income support into an agency encouraging people into work. It would act "as a life raft, taking people safely from benefit into more skilled work". After a year, continued payment would depend on participation in community work, employment or training.

The new Department for Education and Employment should pay benefits to link them more closely to education, while a raft of measures should be taken to improve education, including the creation of "individual learning accounts" made up from compulsory contributions by both employees and employers.

The commission acknowledges that its proposals may mean higher taxes, but says they would be geared towards objectives voters would support.

News analysis, page 13

Leading article page 14.
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_F The Dahrendorf report, published yesterday, is the latest attempt to define an ethos for the post-Thatcher age. Nicholas Timmins reports on the quest for ideas and looks at its main points

Once every 20 years or so, a set of ideas coalesces which fundamentally change the politics and future of the country.

It happened with planning in the late Fifties and early Sixties - the idea that led to the neo-corporatism of the now defunct National Economic Development Organisation, to beer and sandwiches at Number 10, the great Robbins expansion of the universities, and the massive reorganisations of central and local government and the NHS that characterised the Sixties and early Seventies.


It happened with monetarism in the mid-Seventies - Keith Joseph's decisive break with Keynesian economics on whose coat-tails Thatcherism was launched.

It happened most famously with the Beveridge report of 1942, which led to the founding of the modern welfare state.

It may be happening now with the publication of a series of recent studies on the welfare state of which yesterday's Dahrendorf report on Wealth Creation and Social Cohesion is the latest.

What marks these moments is not that one party adopts the ideas, but that they come to infect all parties. They do not lead to instant consensus, in the sense that there is a new and sudden unanimity about what should be done. When they happen, the party battle around them remains fierce. But the ground on which the battle is fought suddenly shifts. And as a result the world changes.

Thus with Beveridge. Although the wartime coalition adopted Beveridge's report with its clarion calls for full employment, a national health service and a new "cradle to grave" social security system, a fierce Whitehall battle against the proposals was fought, with Sir Kingsley Wood, the Chancellor, damning the package as "an impracticable financial commitment".

Although the coalition set in train the work that became the NHS, free secondary education for all, social security, and Keynesian economics, it took the Conservatives until the late Forties to fully accept the new dispensation.

The same was true of monetarist economics. The ideas infected Labour while it was still in government. The first Prime Minister to warn that "the cosy world we were told would go on for ever, where full employment would be guaranteed by a stroke of the Chancellor's pen - cutting taxes, deficit spending - that cosy world has gone" was not Margaret Thatcher. It was Jim Callaghan in 1976. After 1979, it is true his party swung left again, fighting Mrs Thatcher tooth and nail until she fell. But that changed economic vision, though attenuated, now profoundly influences the policy of Blair and Brown.

Yesterday's Dahrendorf report may mark the culmination of a similar shift. For it is almost the last of a string of free enterprise reports strung out over the past three years which have attempted to forge a new settlement for the post-Thatcher age - one which takes the best of the tools that the Iron Lady used but rejects much, if not most, of her philosophy.

These reports have been remarkable for not being the work of government. They have been the product of the great and the good. They have been funded by fiercely independent charitable money and, where commissioned by Labour and the Liberal Democrats, have been commissioned at arm's-length to allow the parties to distance themselves from the conclusions. And - an important point in the forging of an agreement about the issues to be addressed - they have been supported not just by those never reconciled to the Thatcher project but by people who gained from the Thatcher years and who worked during them as civil servants and government advisers.

The first, in November 1992, was the National Commission on Education. Originated by Sir Claus Moser, the former Chief Statistician, and funded by Paul Hamlyn, the publishing millionaire, it demanded a massive reinvestment in education.

Then came the Carnegie Inquiry into the "third age" - those coming up to and just past retirement. Funded by "old" charitable money and chaired by Sir Kenneth Stowe, a former permanent secretary, it called for a big pensions restructuring, an end to age discrimination and improved education for older workers.

Next was Borrie. Established as the Commission on Social Justice by the then leader of the Labour Party, John Smith, its task was to construct a new policy on the welfare state after the electorate had decisively rejected by far the mildest version of tax, spend and redistribute that Labour had proposed since 1945. Its cash came through the Institute for Public Policy Research, the left-of-centre think-tank which Neil Kinnock set up.

Next came the Joseph Rowntree Foundation's Inquiry into income and wealth, funded by Quaker money and chaired by Sir Peter Barclay, a former chairman of the Government's Social Security Advisory Committee. It, remarkably, signed up both Howard Davies, the director-general of the CBI, and John Monks, general secretary of the TUC, to a set of "benefit into work" proposals that both organisations would have rejected in the Eighties when they were barely on speaking terms.

Finally came Frank Field, a uniquely prolific one-man think-tank within Labour's own ranks, whose report Making Welfare Work recommended a wholesale revision of social security so radical that it is likely that both Tony Blair and Michael Portillo flinched.

It is these strands of thinking that Dahrendorf yesterday attempted to synthesise into a new world view for the millennium. His report is no new Beveridge. Compared to its precursors, it is easily the worst written and least digestible, lacking both passion of language and original thought. But it pulls together what has gone before and some of what is to come, aiming at a new centrist consensus which seeks to define the battleground of the future.

Dahrendorf mixes and matches from what it sees as the best of the Thatcher years while attempting to rebuild an inclusive society. It accepts low inflation, a more independent Bank of England, a separation of capital and revenue in the national accounts and the use of private finance for infrastructure and perhaps for some services.

It aims for privately funded rather than state second pensions for all - in order to provide cash for investment, individuals with their own funds, and taxpayers with a lesser burden in future.

It backs lifetime learning and much heavier investment in education. And it wants a transformed benefits system, one which lets people earn more while unemployed and uses benefit to support work and training.

It creates new pension and insurance institutions which would be owned by those who contribute, most notably, employers and employees. Government would be involved only to the extent to which it contributes taxes to allow redistribution.

The commission remains vehemently opposed to the de-regulated, nakedly competitive, privately provided world to which the Tory right subscribes - one in which the state's role and the citizen's taxes would shrink close to oblivion.

Dahrendorf's world contains strong elements of compulsion. Private second pensions would be compulsory. Employers and employees would have to contribute to "individual learning accounts" or a learning bank that would finance continuing education and training. The removal of the requirement that people remain idle in order to receive unemployment assistance would be replaced by stronger requirements to train or work.

There is the making here of the new ground over which the battle for the welfare state will be fought - for a system which invests in success rather than pays for failure. One that is less statist and more individualised. And one in which responsibilities will feature as much as rights. There is not agreement here about what should be done, but there is agreement about what should be fought over - and it is a battle Kenneth Clarke would be happy to join.

The power of the ideas is reflected in the way the Government is already adopting some of them - a stream of new if small-scale in-work benefits, for example, and a promise of pre-school education for all.

But there is another view, and a catch.

The other view is Michael Portillo's and that of the Tory right, put in its most extreme form by Alan Duncan and Dominic Hobson in their recent book, Saturn's Children. It might be characterised as the "no government" view: one which provides only minimalist collective support and in which individual effort carries big rewards for success and large penalties for failure. Its lures are the theoretically low taxation that would go with it. Its siren call is individual liberty.

The catch in the Hamlyn/ Borrie/Rowntree/Dahrendorf prospectus is the price of their inclusive society. Whether as direct taxes, indirect taxes, or compulsory contributions to pension and learning funds, it will mean, certainly in the short term, more spending.

Which leaves the choice as the oldest one of all when it comes to welfare - more taxes or less provision.

Tomorrow: The Founding of the Welfare State.

Nicholas Timmins's book 'The Five Giants' is published by Harper Collins on Thursday.
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Mrs Gillian Shephard's agenda for education, outlined in a leaked draught of her presentation to yesterday's strategy cabinet, bears little resemblance to the prime minister's '12-point plan' launched earlier this week. It seems much closer to the policy being developed by her Labour shadow, Mr David Blunkett, John Authers writes. 

Mr Major laid out several measures to encourage more schools to opt out of local authority control. But Mrs Shephard seems to think that priority should go to improving the UK's record in education for people over the age of 16. This is the area where this summer's merger of the employment department, formerly responsible for training, with the education department could have the most impact. 

Most of her proposals for 'long-term strategy' target this area. They include: 

'Better trained heads and teachers using better teaching and management methods'. A proposal backed by Mr Blunkett. 

'Seizing the opportunities' of the merger for the 14 to 19 age group, where the UK's record is still weak compared with international competitors. She says 'stopping the growth of the dynamic further education sector would be difficult to defend'. 

'Rationalising' the examinations and qualifications structure. Academic qualifications, including the national curriculum, GCSEs and A-levels and vocational qualifications, many of which are now taken in schools, are policed by two quangos. The possibility of them merging, a move strongly recommended by employers' organisations, 'must be taken seriously', she says. 

'Lifetime learning', or expanding educational opportunities for adults. She suggests increasing 'individual training commitment' and 'substantially improving employer involvement'. Both are similar to Labour's plans for a 'learning bank' in which employers and the state would contribute to individual 'learning accounts'. 

'Learning technology'. Mrs Shephard has launched a package of incentives for companies to connect schools to the Internet. Further plans might match Labour's proposals for a 'University of Industry'. She seems to believe that schools are best left alone, after six years of change. The national curriculum, introduced in 1988, was revised and shortened by Sir Ron Dearing during 1993 and 1994. Schools have been promised it will not change for five years. 

Two policy changes Mrs Shephard has made since taking office in July 1994 suggest a retreat from the campaign to persuade more schools to opt out. In November last year it was announced that extra funding to provide specialist technology colleges, previously available only to grant-maintained or church schools, would be opened to local authority schools. 

In May, local education authorities were granted extra powers to allocate and withhold funds from failing schools as part of a package to improve standards in inner-city schools. 

The opt-out campaign is not mentioned in her eight-point list of 'long-term strategic areas' on which the Conservatives must work. 

(c) The Financial Times Limited 1995.  
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_F By John Rentoul Political Correspondent.

Tony Blair presented himself yesterday as tough on inflation, anti-tax and sceptical about Brussels red tape, confidently answering questions from Birmingham industrialists on the first stop of his nationwide tour to persuade business they could do business with a Labour government. He also signalled Labour would drop its policy of imposing a levy on companies which do not spend a minimum amount on staff training.

Several of his sell-out breakfast audience said they were "very impressed", and John Hawksley, president of the Birmingham Chamber of Commerce and Industry, welcomed his declaration that "we have no plans to increase tax at all".

A week after his speech to the TUC, when he pledged a Labour government would listen to employers and unions equally, Mr Blair set out his pro-business stall. He stressed his commitment to low inflation, which has attracted some criticism within the Labour Party. He denied his stance was "too tough" and said if inflation was not held down, "we will find the pain in the end is far tougher than the short-term gain".

He said he sympathised with firms' complaints about excessive legislation. "Though I speak as a strong pro-European, I do think some of the legislation that comes out of Brussels is unnecessary, restrictive and burdensome," he said.

Asked about Labour's policy at the last election of a training levy - attacked by the Tories as a "tax on jobs" - he said the issue was now being looked at by the party's Economic Policy Commission. "My view is that we should be looking at how we stimulate the individual at the workplace ... the greatest problem is getting young people to believe that [training] is their passport to success," he said.

Labour's policy document, A New Economic Future for Britain, published by Gordon Brown, the Shadow Chancellor in June, includes the training levy as one of three options. The others are an entitlement to a number of "learning days" each year for all employees and "individual learning accounts", personal funds to which employers would contribute which could only be spent on approved education and training.

Mr Blair's performance was well received, with two main objections. Several business people doubted his ability to carry his party with him in government. Laurie Elba asked him: "Are the rest of the people in the party able to deliver - are they as enlightened as you?"

Mr Blair replied: "This is a question that is often put to me. I stand here as the duly elected leader of the party ... It can't be said that everyone in the Labour Party agrees with me, but the centre of gravity in the party is moving one way."

Several employers attacked Labour's plans for a minimum wage. One said: "Why put our workers out of jobs and give their jobs to workers in the Far East?" Mr Blair accepted that if the minimum wage were set too high "then jobs will be lost", but promised to consult employers before setting a "sensible" level.

LABOUR MAY OFFER NEW TRAINING RIGHTS. 
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Workers could gain the right to force their employers to fund new training programmes under proposals finding favour with the Labour leadership. 

Mr Tony Blair is understood to be backing a change in Labour policy aimed directly at those companies offering inadequate staff training. It would represent a move away from the old plan to impose a training levy on business, with rebates for companies which demonstrate investment in good training. 

Both Mr Blair and Ms Harriet Harman, employment spokesman, are concerned that the levy principle is too rigid and insufficiently geared to individual needs. 'There was also feeling that we were telling companies what to do and we don't think that if they have a good programme we should come in and say we have better ideas,' one frontbencher said. 

The idea now most widely supported is aimed directly at companies which do not train their staff to Labour's satisfaction. In these companies, staff would be given what would be known as 'individual learning accounts'. 

They could then compel their business to put money or credits into the account which they would then draw on to pay for courses in new and useful skills. Labour sees the advantage of this scheme as giving the individual a direct input on the type of training he or she would like. 

As a further incentive to self-improvement, employees could be encouraged to put their own money into the learning account by a provision forcing the business to more than match any funds paid in. A figure of #1.50 for every #1 put in by the employee is the idea currently being canvassed. 

An added appeal of this idea is it ties in with Labour's planned university for industry which would offer reskilling courses aimed both at those in and out of work. Another option is to give all workers an automatic entitlement to a certain number of days of training per year. 

Conference row looming over Islington councillor, Page 6 

(c) The Financial Times Limited 1995.  
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Business would not face a levy to finance training from a future Labour government under proposals on individual learning to be unveiled after this week's party conference.

The conference will consider employment questions today but will mainly concentrate on the issue of a statutory national minimum wage. Tony Blair is convinced that Labour's old policy of a business levy to fund training, coupled with rebates for companies that can show they are investing in training, is no longer appropriate.

In particular, Mr Blair feels the policy focuses on a top-down approach from government to companies, rather than a bottom-up approach from individuals' own training requirements. Instead, under new proposals all companies must, if Labour is elected, demonstrate what steps they are taking.

For employers unable to make such a demonstration because they are not training sufficiently, their own employees would be able to require the companies to contribute to employees' individual learning accounts, to which employees themselves would also be able to contribute.

Business opposition to Labour's old plan for a levy will be confirmed in a survey for the EEF engineering employers today.

Not Available for Re-dissemination.
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Labour proposes doubling of allowances for extra plant investment. 

By ROBERT PESTON, Political Editor. 

Labour will today propose a doubling in tax allowances for additional investment in plant and machinery as a short-term boost to manufacturing capacity. 

Mr Gordon Brown, the shadow chancellor, will also make the party's strongest commitment yet to cutting income taxes when he launches his Budget recommendations at a breakfast for chief executives of the UK's biggest companies. 

'This Budget is not about a choice between investment and tax cuts,' he will say, 'but about increasing investment as the only route to both sustainable tax cuts and decent public services'. His proposal is that any investment in plant and machinery above what companies are acquiring anyway should for one year receive 50% tax relief, compared with 25% at the moment. He believes the cost of such relief would be 'significantly less' than #500m. 

His concern is that investment is far lower at the moment than at comparable stages in previous economic recoveries. 

The Bank of England has warned that low investment has increased the risks of economic growth being held back by capacity constraints. 

The UK's relatively poor investment performance, coming 21st in the Organisation for Economic Co-operation and Development's international league table of per capita investment, will be a cornerstone of Labour's general election campaign. 

The party's campaigning will move up a gear today when it takes a full-page advertisement in a national newspaper, saying that the UK is 18th in the OECD league table of national income per head, compared with 13th in 1979. Under the slogan, 'If you'd slumped to 18th, wouldn't you change the management', it will say that Labour 'wants an investment budget for Britain'. 

Other elements in Mr Brown's Budget proposals are incentives for long-term personal savings and a change in the rules on the government's private finance initiative, to attract more private sector capital into public projects. Details will also be given of how a Labour government would establish 'individual learning accounts' so that employees can build up credits to pay for training. 

Mr Brown will claim his proposal on allowances for investment is likely to be more effective than a reduction and eventual abolition of capital gains tax, which the government is considering. 

However, he will reiterate that Labour may adopt the Confederation of British Industry's suggestion that capital gains tax should have two tiers, with gains on long-term investments attracting a reduced tax rate. His proposal on investment allowances are similar to those introduced by Mr Norman Lamont as chancellor in 1992. Mr Lamont increased from 25% to 40% the allowance on all capital investment for a period of a year. 

Labour believes the incentive should be focused on new investment. To receive its tax break, companies would need to invest more than average annual investment in the previous two years. Only incremental investment would attract higher rate relief. 

A close colleague of Mr Brown said that if the government failed to take up his scheme in the November 28 Budget, a Labour government would introduce the allowance, if there was no investment recovery in the meantime. 

(c) The Financial Times Limited 1995.  
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_F By PETER RODGERS MARY FAGAN and JOHN RENTOUL.

CBI conference: Politicians fight it out for the hearts and minds of business leaders in Birmingham

PETER RODGERS

MARY FAGAN

and JOHN RENTOUL

Business leaders yesterday rejected Tony Blair's overtures for a partnership between industry and the Labour Party and said contacts between the two were merely a dialogue.

Mr Blair is this morning to step up his drive to win over industry to Labour's new policies in a keynote speech at the Confederation of British Industry conference in Birmingham, where he will praise the benefits of an enterprise economy.

But against a background of growing concern among senior industrialists and Tory cabinet ministers that the CBI has been aligning itself too closely with Labour, Sir Bryan Nicholson, president of the employers' organisation, said: "It is equally important that we listen to the Government in power as to precisely which lines of policy they are going to continue to propagate, because after all they hold the levers of power."

Separately it emerged that Howard Davies, former director general of the CBI, had drawn up a critique of Labour policies, outlining areas that Mr Blair should change in order to meet the needs of British industry.

The document is bound to be greeted with glee by Conservative ministers, but Sir Bryan said yesterday that it had constituted only a "checklist".

The central thrust of MrBlair's address is expected to be that Britain should become a "nation of entrepreneurs". He will take issue with John Major's Blackpool conference ambition for Britain to become the "enterprise centre of Europe", describing this as "a fantasy unless and until we become the knowledge capital of Europe".

Mr Blair will emphasise the change in the Labour Party since John Smith addressed the CBI in 1993, and stress its conversion to "the enterprise of the market and the rigour of competition", enshrined in the party's new constitution.

Mr Blair's speech will set out Labour's economic policy across a broad front, with education and skills at the core. Labour's stance on training became clearer last week as the 1992 policy of a levy on companies that did not spend enough on training was finally dropped, to be replaced with a plan for individual "learning accounts", to which employees, companies and the taxpayer would contribute.

Sir Bryan said that with the Labour Party "you are not talking about a partnership, you are talking about a dialogue". The question CBI members most frequently asked him was: "Are you making certain that in the event there is going to be a Labour administration you have been talking to them properly and putting our views across?" Distancing himself from the view among some that Labour is the government in waiting, he added: "With 18 months to go, I think members reckon that anything could happen.

Adair Turner, CBI director general, welcomed the "apparent shift in the overall tone of Labour's approach to business" but he called on Labour to clarify its policy in a number of areas, including personal taxation, and in particular to confirm the party has "truly rejected the politics of envy" on top marginal rates of taxation.

He also resurrected the deep-seated disagreement between business and Labour on the minimum wage and on the party's policy of dropping the opt-out on the European social chapter.

With reports last week that the Government had #5bn of tax cuts in its sights, the CBI warned that its members were vociferously opposed to tax cuts above #3bn. A survey of members on Budget priorities said only 5 per cent favoured tax cuts above #3bn. Education was first or second priority for 79 per cent.

TAX RELIEF TO BOOST TRAINING IS URGED. 
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The government believes investment by employers in training is likely to flatten out and is considering granting tax relief on savings accounts for adults to finance lifetime training. 

Britain's training programme is failing to meet the demands of a rapidly changing economy, according to an unpublished Department for Education and Employment consultative document leaked to the Labour party. 

The increasingly flexible labour market, with more job mobility and self-employment, makes it 'less likely that employers will do sufficient training to meet all the skill levels required by individuals', according to the Lifetime Learning document. 

It warns: 'There is a risk that growth in expenditure by employers, broadly estimated at around #20bn a year, could plateau as organisational change reduces the number of permanent employees, and as the proportion of small and medium sized firms, which generally do less training, increases.' 

The document suggests that workers could save either in partnership with their employers or through individual commercial accounts. One model could be a 'training Tessa' - a tax-exempt savings account - which is an idea favoured by Mr Michael Portillo when he was employment secretary. 

Training accounts would be voluntary in a labour market where, the document says, between 30 and 40% of those of working age expect never to undertake any further education or training. 

The Labour party favours a similar, but compulsory scheme, where both employers and employees would contribute to individual learning accounts. 

Increasing an individual's commitment to training is the main proposal that the department makes to address the fact that targets for raising the population's skill levels by 2000 are unlikely to be met. 

Mr Stephen Byers, Labour's training spokesman, said the document revealed the hypocrisy at the heart of government. 'Warm words and supportive statements cannot hide the fact that financial support for some of the key programmes identified in the document are to be cut.' 

(c) The Financial Times Limited 1995.  
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The chairman of a Commons select committee investigating the illegal export of arms to Iran accused the government last night of a cover-up, following the Department of Trade and Industry retraction of testimony given by one of its senior officials. 

Mr Martin O'Neill, Labour MP for Clackmannan, said he had 'not a scintilla of doubt' that Mr John Meadway, the head of the DTI's export control division, knew what he was saying when he gave evidence to the trade and industry committee on Wednesday. Mr Meadway had told MPs that the Ministry of Defence had blocked the release of papers concerning BMarc, the company at the centre of allegations. 

'It is unimaginable that the official had not been properly briefed. Somebody, somewhere is trying to cover something up now,' Mr O'Neill said. He added that he and the committee were still waiting for a formal explanation from the trade and industry department. 

BSkyB plans range of channels: Broadcasting 

Raymond Snoddy 

British Sky Broadcasting is planning a range of new television channels only months after introducing six new programme services. Mr David Elstein, the director of programmes at BSkyB, gave details of the new channels during a lecture in Manchester last night. 

'An arts channel, an education channel, a computer channel, a games channel - these and many more are in prospect,' Mr Elstein said in the 1995 Forman Lecture. He added that cable and satellite channels had tapped into a willingness to pay for more television. 

The #400m-#500m annual spending on programmes by cable and satellite, Mr Elstein said 'is complementary to, not competitive with, terrestrial television'. 

CBI backs 'learning accounts': Training 

Lisa Wood and Krishna Guha 

The Confederation of British Industry yesterday strongly backed a proposal, under consideration by both the government and the Labour party, that individuals should have their own 'learning accounts' to which they, their employer and possibly the state could contribute. 

The Labour party is considering a compulsory system of individual learning accounts. The CBI, like the government, favours a voluntary system. The government is worried that the scheme could be bureaucratic. The recommendation came at the launch by the CBI of a report, A Skills Passport, which makes a number of recommendations on improving the lifetime skills of the workforce. 

Register advisers, says charity: Taxation 

Jim Kelly 

TaxAid, a charity which offers free advice to those in financial need, yesterday published a report on the protection of taxpayers interests under self-assessment - the new tax regime for up to 9m taxpayers which comes on stream in 1996-97. 

TaxAid recommends that there should be compulsory registration of tax advisers because self-assessment in Australia, New Zealand, and the US has led to unqualified advisers giving poor advice. The report concludes that 'some form of regulation of the tax profession is now inevitable'. 

#100m order for MoD satellite: Communications 

George Parker 

Matra Marconi Space is set to win a #100m order to build a military satellite for the Ministry of Defence. The Skynet satellite will provide communications for UK armed forces operating in theatres ranging from the Falklands to the Middle East. 

MMS is already building two new generation Skynet satellites, worth #300m, and will be the prime contractor for building and launching the latest satellite. 

MP fears computer 'meltdown': Technology 

George Parker 

British business could be heading towards a computer 'meltdown' at midnight on December 31 1999, a Conservative MP warned yesterday. 

Mr David Atkinson, MP for Bournemouth East, told the prime minister during question time that many computers would simply break down when the date moved to a '00' setting. He fears that there may not be enough trained computer technicians to adjust older computers before the turn of the century. Mr Major referred the matter to the Department of Trade and Industry, but in an earlier letter said that in the UK help was available to those who needed it. 

Part-time work 'harms women': Employment 

Robert Taylor 

The growth of part-time jobs over the past five years in Britain's financial and retail services sectors has worsened the employment position of women workers in the more flexible labour market, according to a report published today by the Equal Opportunities Commission. 

The study adds that the use of temporary as well as part-time employees on fixed-term contracts has meant the workers who are predominantly women are more poorly paid with few chances of promotion or training. 

Flexibility in Practice; women's employment and pay in retail and finance EOC/Industrial Relations Services #30.00. 

(c) The Financial Times Limited 1995.  
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   Tony Blair is trying hard to make voters feel safe. Last night in a speech in Derby he addressed the deep insecurities that people across all classes feel about losing their jobs, poverty in old age and crime. The balm he offered was his "stakeholder economy", which he summed up as "a strong cohesive society in which the individual can thrive".

It was a short, vague speech that offered little detail. Mr Blair's alleged big idea has a warm, reassuring feel; this notion that everyone should be included and given opportunities. The trouble is that it also provokes insecurities of an entirely different kind. These worries are that this talk of stakeholding merely disguises old-fashioned Labour policies and that it will be used by the trade unions to get back some of the powers they lost in the 1980s.

Mr Blair needs to dispel those doubts if the message of "stakeholding" - however vague and convoluted - is to get through to the average, middle-income voters he wants to woo. It was their swing to Margaret Thatcher that put the Tories into power, and it is their disillusionment with the Conservatives today that could see Mr Blair into Downing Street.

Many of these voters, particularly in the South, were won over by Thatcherism's message of competition and the survival of the fittest, the offer of choice and the call to rely more on themselves and less on the state. In the Nineties that dream has turned sour. Managers, bank workers, professionals - they have all felt the chill of redundancies. House prices plunged. The middle classes have become fearful.

So today everyone - even the Labour Party - may accept that the rigours of global competition are inescapable, even desirable. We cannot turn the clock back via nationalisation or protectionism. But this creed of the Eighties is no longer enough. People want to know that there is a way to recover if they become casualties of change. They want to be able to pick themselves up, dust themselves down, learn a new skill.

Mr Blair is offering some answers. For example, yesterday he spoke of "individual learning accounts", a sum which people could save with the state's help but then choose themselves how to spend on their own training. Individual ownership - be it of training or pensions - rather than state paternalism, seems to be the healthy direction of Mr Blair's thinking.

But he has not fully realised how his party still scares those he wants to reassure. Those middle-class voters he cultivates are easily frightened that Labour favours old-style Seventies corporatism and a resurgence of union power.

Last night Mr Blair was keen to allay those fears. He declared that the stakeholder economy "is not about giving power to corporations or unions or interest groups. It is about giving power to you, the individual."

He may be sincere in his protestations. But his supporters are less convincing. This week, Michael Meacher, Labour's employment spokesman, talked about "social and economic partnerships", which sounded suspiciously like the old-style corporatism that smothered enterprise. John Monks, the TUC leader, thinks stakeholding will underpin union collective bargaining. Mr Blair heads a party in which many have yet to be converted to Blairism. Only when voters are convinced that new Labour has completely buried its past will Mr Blair be able adequately to address middle-class insecurity. And that is the key to the general election.

TRAINING MATTERS.
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EASY ACCESS TO LIFETIME LEARNING

LATE last year the Department for Education and Employment issued its long-awaited consultation document on lifetime learning. On it are pinned the hopes and aspirations of thousands of unqualified school leavers and workers.

After 11 years of compulsory schooling 8% of 16-year-olds leave school without a single GCSE. At the same time 17% of all employees - around 4.3m people - do not have a qualification of any kind. If these groups are to have a second chance to learn, they must have easy access to lifetime learning.

In line with most consultation exercises undertaken by government departments, the DfEE is hoping for significant and detailed responses from many national organisations, in particular employer bodies and trade unions. But this consultation is different because lifetime learning policy is essentially about encouraging individuals to invest their own time and money in their learning. Hopefully, individuals will manage to make their views known to the department before the closing date for submissions on February 26.

The Government wants to know how people can be helped to overcome the many barriers which prevent them from taking part in learning.

Although the document is comprehensive in scope, it is clear the Government does not want to be told that a legal framework should be introduced to boost demand. Education Secretary Gillian Shephard will spurn any suggestion that employees should be given a legal entitlement to a specific number of training days each year. Nor will she accede to any calls for a compulsory system of individual learning accounts, a system under which workers and employers would contribute weekly sums to pay for skills or other training for an individual.

The consultation document lacks any "big idea" about how to increase the amount individuals spend on learning. VoluNtary individual learning accounts may have seemed to be the answer, but worries about the amount of bureaucracy required and concerns about how effective a voluntary system would be, have made the Government decidedly cool about that idea.

But given its outright hostility to any form of statutory intervention on the demand-side of the learning system, the Government would do well to focus on making the supply-side work more efficiently.

Lack of finance certainly constrains many individuals from undertaking learning. But equally important is that individuals should be able to attend classes at times which suit them. They should also be able to travel to their local college or other providers without having to pay excessive travel costs and also receive help with childcare arrangements.

GILLIAN Shephard may wish to consider the following suggestions.

The nation's 30,000 schools should become "local centres" of lifetime learning. An Organisation of Economic Co-operation and Development communique this month said: "Schools are a major social asset and should be community learning centres offering a variety of programmes and learning methods to a diverse range of students and remain open for longer hours throughout the year."

Only when residents see their local school as the most likely place to begin the process of restarting learning will the UK develop a sustainable lifetime learning culture.

Training and Enterprise Councils (TECs), the employer-led bodies set up by the Government, should be given resources to fund childcare facilities at local schools, enabling parents to learn where their children learn, and allowing residents on low-incomes to learn without incurring high travel expenses.

Schools and local learning providers should be encouraged to form public-private partnerships. For example, if private sector providers supply the latest computer equipment, school pupils will have access to these facilities during the day. In return, these providers will be able to offer commercial learning courses to a potentially large market - local parents - and use the same facilities during evenings and weekends.

Every TEC should work with further education colleges in their area to establish "weekend colleges" for those who cannot get time off from work during the week. The UK should be building on its night-school and adult education traditions by developing a strong "weekend-learning" tradition.

Workers in essential services such as doctors, nurses and police officers work weekends on a rota basis. The Government should insist that lecturers at further education colleges do the same, so that weekend-learning becomes a reality.

Individuals should be able to pay for their learning in instalments in the same way that it is possible to pay for consumer goods. It would be up to the Government to ensure that every further education college operated such systems, thereby enabling individuals to spread the total cost of their learning.

Copies of Lifetime Learning - A Consultation Document are available from the DfEE Individual Commitment Division, 0114 259 3063.

TRAINING REFORM FLAWED SAYS STUDY.

By Philip Bassett, Industrial Editor.
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Plans for individual learning accounts as a way of funding increased training could well miss out a quarter of Britain's working population the flexible workers that they are particularly designed to help.

A new study published today looks at individual learning accounts (ILAs), which both the Government and the Labour Party are examining as a way of supporting industrial training in the future.

Under ILAs, every individual would contribute a weekly sum of money to their personal training "account", and have it matched by an employer. The Government is examining the possibility of voluntary ILAs, but Labour is more attracted to their being compulsory as a more modern means than a training levy of requiring business to fund increased training.

The independent Unemployment Unit a jobs pressure group says that there are fundamental weaknesses behind ILAs. In a study, carried out by a London School of Economics academic and an independent employment consultant, the unit says that the unemployed, people on low incomes and the self-employed could well be excluded from ILA measures.

It says that there are "substantial" problems of administering such accounts without a large new bureaucracy, as well as possible costs to employers that they would be likely to pass on in terms of either lower wages or job cuts. The unit says that in spite of being favoured by both political parties, little evidence exists on the impact of ILAs. Examining proposals under which employees would pay #1 a week and employers #2 into accounts, it suggests that the resulting annual total of #156 would make a considerable difference to the training market, in terms of money available to providers, but would be insufficient to provide much training for the individuals concerned.

Not Available for Re-dissemination.
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Education and training are the motherhood and apple pie of 1990s economic policy, particularly among parties of the left. Boosting the nation's human capital is a worthy aspiration - the trick comes in finding plausible ways to match aspiration to reality. 

The UK Labour party has faced up to several policy realities in scrapping its longstanding policy of imposing a compulsory training levy on companies which do not spend a minimum amount on training. The first, less laudable reason is that these days any compulsory levy, even one supplemented by rebates for the well-behaved, would be labelled a 'tax' in the run-up to the election. 

There would be nothing wrong in Labour's deciding to increase government spending on training, even if that meant higher taxes to pay for it. But there is a second, much better reason for dumping the old scheme - that it would not work. A similar system of levies and subsidies run by the Industrial Training Boards of the 1960s and 1970s was abolished in 1981 for being overcomplicated and ineffective. Employer pressure had led to mounting exemptions for small firms and other 'special cases'. This meant that trained labour often migrated to the unaffected industries or exempted firms - causing even more resentment among those companies forced to pay. 

Training levies would have even less chance of succeeding in today's labour market. Quite apart from the likely administrative costs, the system would end up excluding the growing share of the workforce employed in small, nonmanufacturing companies or on short-term or part-time contracts - who often need training the most. 

Labour is still debating the details of its new training policies. But they look set to centre on a new set of tax incentives for training: 'individual learning accounts' for training funded jointly by companies and employees, and 'Tessa'-type savings accounts for people who put aside money for more general training. 

This approach makes sense for two reasons. First, it is voluntary. International evidence suggests that, particularly among older workers, training or re-training programmes rarely succeed when people have been forced to sign up. Second, it recognises that training policy these days needs to focus more on individuals and rather less on their, often temporary, employers. 

For Labour, the drawback of the new approach will be that it will take time, and money, to have a significant effect on training levels. The UK will not be turned into a nation of human capitalists overnight. And individuals and employers will need not just generous tax incentives to train but proof that the training and qualifications available are worth the effort. 

(c) The Financial Times Limited 1996.  
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Education and training are the motherhood and apple pie of 1990s economic policy, particularly among parties of the left. Boosting the nation's human capital is a worthy aspiration - the trick comes in finding plausible ways to match aspiration to reality. 

The UK Labour party has faced up to several policy realities in scrapping its longstanding policy of imposing a compulsory training levy on companies which do not spend a minimum amount on training. The first, less laudable reason is that these days any compulsory levy, even one supplemented by rebates for the well-behaved, would be labelled a 'tax' in the run-up to the election. 

There would be nothing wrong in Labour deciding to increase government spending on training, even if that meant higher taxes to pay for it. But there is a second, much better reason for dumping the old scheme - that it would not work. A similar system of levies and subsidies run by the Industrial Training Boards of the 1960s and 1970s was abolished in 1981 for being overcomplicated and ineffective. Employer pressure had led to mounting exemptions for small firms and other 'special cases'. This meant that trained labour often migrated to the unaffected industries or exempted firms - causing even more resentment among those companies forced to pay. 

Training levies would have even less chance of succeeding in today's labour market. Quite apart from the likely administrative costs, the system would end up excluding the growing share of the workforce employed in small, nonmanufacturing companies or on short-term or part-time contracts - who often need training the most. 

Labour is still debating the details of its new training policies. But they look set to centre round a new set of tax incentives for training: 'individual learning accounts' for training funded jointly by companies and employees, and 'Tessa'-type savings accounts for individuals who put aside money for more general training. 

This approach makes sense for two reasons. First, it is voluntary. International evidence suggests that, particularly among older workers, training or re-training programmes rarely succeed when individuals have been forced to sign up. Second, it recognises that training policy these days needs to focus more on individuals and rather less on their, often temporary, employers. 

For Labour, the drawback of the new approach will be that it will take time, and money, to have a significant effect on training levels. The UK will not be turned into a nation of human capitalists overnight. And individuals and employers will need not just generous tax incentives to train, but proof that the training and qualifications available are worth the effort. 

(c) The Financial Times Limited 1996.  
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Labour was yesterday trying to mend the political damage after a policy document suggesting that it abandon its traditional commitment to a compulsory training levy on employers was leaked. 

It attracted condemnation from the Conservatives and from figures on Labour's left, but appeared to have succeeded in its prime purpose of satisfying employers' organisations, training providers, and trade unions. 

The draft document, written by Mr Stephen Byers, the party's training spokesman, suggests replacing a compulsory levy with a system of tax incentives for employers which invest in training. These would work in the same way as tax write-offs for investment in machinery and plant. 

While these incentives would cover training that was directly job-related, 'individual learning accounts' - dubbed training Tessas - would be used to encourage employees to pay for more general training. Employers and the state would also be able to pay into these accounts. A compulsory levy would be used as a last resort if, after several years, the incentives failed to stimulate extra training. 

The paper is not yet a finalised policy, and it still needs to pass through several policy committees. The final version will not be published for at least a month. 

Mrs Gillian Shephard, the education and employment secretary, attacked the plan. She said in a letter to Mr David Blunkett, her Labour shadow: 'It is clear that you will be sticking with compulsion because if firms do not volunteer, then a compulsory levy would be introduced.' 

Some discontented Labour MPs suggested that the party was trying to avoid any policy that could be labelled a 'tax'. 

The Trades Union Congress did not voice strong opposition, however. It said: 'Our position has always been in favour of strong and effective quality training. A training levy, tax incentives and voluntary learning accounts where employees are encouraged to pay towards their learning could all be ways towards achieving it.' 

(c) The Financial Times Limited 1996.  
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Labour was yesterday trying to mend the political damage after a policy document suggesting that it abandon its traditional commitment to a compulsory training levy on employers was leaked. 

It attracted condemnation from the Conservatives and from figures on Labour's left, but appeared to have succeeded in its prime purpose of satisfying employers' organisations, training providers, and trade unions. 

The draft document, written by Mr Stephen Byers, the party's training spokesman, suggests replacing a compulsory levy with a system of tax incentives for employers which invest in training. These would work in the same way as tax write-offs for investment in machinery and plant. 

While these incentives would cover training that was directly job-related, 'individual learning accounts' - dubbed training Tessas - would be used to encourage employees to pay for more general training. Employers and the state would also be able to pay into these accounts. A compulsory levy would be used as a last resort if, after several years, the incentives failed to stimulate extra training. 

The paper is not a finalised policy, and needs to pass through several committees. The final version will not be published for at least a month. 

Mrs Gillian Shephard, the education and employment secretary, attacked the plan. She said in a letter to Mr David Blunkett, her Labour shadow: 'It is clear that you will be sticking with compulsion because if firms do not volunteer, then a compulsory levy would be introduced.' 

Some discontented Labour MPs suggested that the party was trying to avoid any policy that could be labelled a 'tax'. 

The Trades Union Congress said: 'Our position has always been in favour of strong and effective quality training. A training levy, tax incentives and voluntary learning accounts where employees are encouraged to pay towards their learning could all be ways towards achieving it.' 
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Ask passers-by in the street how much change they would get from a fiver for a sandwich costing #1.24, and one in six of them will have trouble working it out. According to the Basic Skills Agency, many adults have serious literacy and numeracy problems.

But this is just the tip of the unskilled iceberg. Policy-makers across the political spectrum agree that something needs to be done to improve the skills of the British workforce. The question taxing their minds most heavily at the moment is who should pay the bill.

Last week the Government announced that Sir Ron Dearing is to lead a review of the funding and structure of higher education, to come up with a better way to finance the expansion of universities.

Two days later it emerged that Labour had abandoned its long-standing proposal to introduce a training levy on all employers who did not provide a critical amount of in-house training. Instead they are considering tax relief for individuals and employers who contribute to individual learning accounts.

The search is on for a fair and effective way to develop post-16 education. The current system fails on both counts. Many individuals do not acquire the skills that they and the economy need. Meanwhile the greatest subsidy goes to high-earning graduates rather than low-skilled, low-paid people. Individuals, businesses and society as a whole all gain from post-16 education. The question is how the cost of improving education should be split between the different beneficiaries.

In a paper for the Centre for Economic Performance, economists Richard Layard, Peter Robinson and Hilary Steedman argue that businesses should only pay for training when they are able to capture enough of the returns to the investment. They distinguish between "general training" which raises the productivity of employees in every way - and equips them to get better jobs elsewhere - and "firm-specific training", where the productivity gains are particular to the firm and the technology it uses. One serious disadvantage of Labour's old training levy was that it could not distinguish between general and firm-specific training. Firms that spent a lot of money on training staff to use unique technology would have escaped the levy, despite the fact that the skills they taught were useless in any other employment.

Layard and others argue that employers already provide firm-specific training, and they should not receive any extra subsidy from the state to continue doing so. But nor should they be expected to contribute to the portable vocational skills which make up general training; that should be up to the individual and the state.

The academics may be right. Unfortunately little research has been done into the kinds of returns that employers get from training, or into the reasons behind their training decisions. What is clear, however, is that employees benefit disproportionately from the kinds of training that firms undertake.

In a new paper for IPPR's Commission on Public Policy and Business, Steve Machin and David Wilkinson have analysed who receives training and who doesn't. In an examination of the Labour Force Survey they discovered that companies educate the well-educated.

In 1994 26 per cent of graduate employees had received training in the previous four weeks, compared with 18 per cent of those with A-levels or equivalent, 13 per cent of those with GCSEs and 4 per cent of those with no qualifications at all. Moreover, firms train even when employees pick up considerable financial returns as well. Those same highly educated employees who are receiving in-work training also pick up the greatest personal return from the courses they take.

This finding has several consequences for policy-makers. If individuals already have good basic education or portable vocational skills, then firms seem ready to shower firm-specific training on them.

Two problems need to be resolved. The first is ensuring that everyone gets adequate basic education. And the second is finding an effective and fair way to fund the acquisition of additional portable vocational skills.

Ideally basic education should be provided by the school system. But as long as it fails to do so, people also need access to courses at other stages in their lives. Unskilled individuals are unlikely to be able to afford the cost in advance, nor will they see huge wage returns afterwards, given that they are simply catching up with the education others received courtesy of the taxpayer. So the state will have to invest on their behalf instead. And given that there are fewer low-skill jobs available, investing in the low skilled has the added social benefit of keeping them off the street and out of the dole office.

Another possibility is to force firms to contribute towards general education for unskilled employees. Advocates of Compulsory Learning Accounts argue that employers should be obliged to contribute a certain percentage of the payroll towards an individual education fund for each member of staff. Firms will inevitably see contributions to general portable skills as another tax on employment. An alternative way to ensure businesses contribute to the skill base they benefit from is to finance broader education through the general taxation to which businesses already contribute.

But the news is not all bad for the taxpayer. There is even less reason, in the light of the IPPR evidence, to continue with such a huge subsidy to higher education. Going to university doesn't just mean a one-off boost to your earning power. It also confers access to further training and education throughout your life, so it seems reasonable that graduates should contribute to the education too. Eighteen-year-olds are rarely in a position to stump up several thousand pounds in advance, but borrowing and then repaying the money over a long period makes perfect sense.

Sir Ron Dearing will consider ways to make graduates pay towards their education without crippling them with debt, or discouraging them from going to university in the first place. Academic education is one form of portable skill. Other portable skills - such as bricklaying - may be just as useful for employees moving between jobs. But at the moment academic education absorbs all the state subsidy, while would-be bricklayers are forced to invest in themselves.

Politicians and policy-makers are right to be concerned about expanding and financing post-16 education. But they should not do so in a vacuum. Whether it be portable vocational training, or higher education, the state should take a similar approach to each.

Individuals who get the highest returns from their education should contribute most. Examining higher education in a vacuum will only produce more inequities and complications in the funding of post-16 education. Sir Ron Dearing's remit should be widened to consider everyone else's adult education too.
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There are long-term faults with the inappropriate use and training of short-term and flexible workers. Michael White, of the PSI, reports

THE SO-CALLED "flexible workforce" - part-time, temporary and contract staff - now constitutes one in three jobs and the great majority of new jobs appear to be "flexible". Some see this development as the cutting edge of British competitiveness. But just how effective is the flexible workforce?

One of the crucial anxieties is whether employers can afford to train staff who, from the nature of their employment contracts, come and go. If they cannot, the growth of the flexible workforce could undermine attempts to achieve a competitive economy based on high levels of skill.

The Confederation of British Industry initiated a debate with its 1994 report, Flexible Workers: Who Pays For Training?", and hinted of government funding responsibility. Among the ideas in circulation to solve the problem are "individual learning accounts", whereby flexible workers could draw on centrally funded continuing training - with employer contributions - as they moved between jobs.

But recent analysis from the national "Employment in Britain" survey database indicates that the debate so far rests partly on misconceptions. The problem does not lie chiefly in the low skill level of entrants to the flexible jobs; it lies much more in the poor subsequent development and use of these workers by their employers.

Consider temporary workers - widely assumed, or maligned, to be a particularly low-skilled group. The survey shows that they are as likely to have had initial training for their job as are permanent workers. Moreover, a higher proportion of the temporary workers have more than one year's initial training (for men, 40% against 33% for permanent staff; for women, 27% against, 21%). A good level of previous training and experience may well be critical for survival in the temporary job market.

Similarly, those on fixed contracts of one or more years are for the most part highly skilled and well qualified workers offering technical and professional services. Among part-time workers, too, the recent growth has been more in management, administrative and clerical openings, rather than for the stereotypical shelf-filler. These white-collar jobs tend to be taken by people (not always women nowadays) with previous training and experience.

But initial training and skill levels are less than half the story. Effectiveness depends on "stretching" people and continually developing and upgrading them. Here the picture is very far from reassuring.

For example, while two-thirds of permanent full-time workers report that the effort demanded by their work has been increasing, this applies to only one-half of part-time workers and to less than half of temporary workers. Relatively low proportions of part-time and temporary workers feel that their jobs are using their skills and abilities fully. The opportunity to learn more in the course of work is constricted for "flexible" workers by comparison with "regular" workers. And so on.

Perhaps employers imagine that, simply by using "flexible workers", they are being efficient and up-to-date. But, in practice, flexible workers are not utilised in a particularly flexible way.

More than twice as many part-timers as full-timers say that there has been no increase in flexible working practices for themselves. Part-timers are much less often called upon to work extra hours in response to work-loads, than full-timers. They are also less likely to be moved from job to job, while temporary workers similarly have less varied task requirements than permanent staff.

The impression given by these findings is of flexible work as a sluggish backwater of out-dated practices.

These weaknesses do not just apply to the small firms who employ many of the part-timers but even to some sophisticated employers in retailing and finance. Case study research by Jacqueline O'Reilly, comparing French and British supermarkets and banks, shows that the French expect far more of their part-time staff and integrate them more fully into continuing training and flexible work planning systems.

The picture then is of flexible workers in Britain falling well behind the permanent full-time workforce. As employers strive for higher performance in the regular workforce, the gap could well grow in the coming years. Britain, with its high level of dependence on flexible workers, could then find itself seriously weakened.

The solution to this problem can come only to a small degree from public regulation of, or support for, training. It has to come from a change in corporate mindset and management practice, which makes the most of the skills

and personal potential that flexible workers can bring with

them.

The Employment In Britain survey was devised by Duncan Gallie (Nuffield College) and Michael White (Policy Studies Institute).

This article is based on part of a presentation for the Institute of Personnel and Development's Human Resource Week 1996. Further details of the research will also appear in the IPD's journal, People Management.
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Labour will this week unveil plans for an "individual learning account" that would allow people to retrain throughout their working lives, writes Paul Routledge.

The initiative would encourage employers and training and enterprise councils to match savings made by employees. The proposal is part of a new economic strategy to be launched tomorrow by Shadow chancellor Gordon Brown, with a central theme of combatting insecurity at work. The plan is expected to offer tax incentives for employees who take part. One idea is for an extended version of the Open University, using satellite or educational television channels to bring education to a wider audience.

Labour's economic strategy envisages #1bn from a windfall tax on the privatised utilities going to combat youth unemployment, while another estimated #2bn would be available from this source for other programmes. But the "individual learning accounts" would not attract direct government spending.

LABOUR TO DROP COMPULSORY TRAINING LEVY IN FAVOUR OF INCENTIVES.

By Philip Bassett, Industrial Editor.

551 words

Publication date: 25 March 1996

Source: The Times

Copyright Times Newspapers Ltd, 1996

BRITAIN'S small businesses will be offered grant incentives to train their employees by a future Labour government under proposals to be unveiled this week.

Labour's new plans on training which include scrapping the party's commitment to a compulsory training levy will create individual learning accounts (ILAs) for at least a million employees, to which they, firms and the Government will contribute.

Labour's training plans, contained in a document called The Skills Revolution which will go before the party's National Executive Committee on Wednesday before being published the next day, are causing controversy within the party because they formally abandon its long-standing policy of promoting industrial training by means of a levy on businesses.

The party's move comes as it mounts a new push today on job security, disclosing new figures that detail the largely insecure and low-paid jobs taken by those unemployed people who get back into work challenging the Government's record on people moving back into jobs.

Gordon Brown, the Shadow Chancellor, will also make mention of Labour's new training policy, which has been drawn up largely by Stephen Byers, the party's training spokesman.

Labour has until now maintained its support for a levy even after the Government scrapped most of the levy-based industrial training boards. While Labour's policy document says that most of these boards were partial and that training in Britain performed less well under them than in countries such as Germany, it does include a commitment to keep the levy in the two industrial sectors of engineering and engineering construction which still both have training boards and maintain a levy system.

Labour's The Skills Revolution will say that seven million people in Britain have no qualifications, while official figures show that a third of small businesses last year had hard-to-fill job vacancies. In t gaps, Labour will say the penalty-based levy system is no longer appropriate. It will instead propose two measures: the introduction of ILAs and the use of the Investors in People standard as a prerequisite for businesses that apply for government grants.

Every individual will be able to open a voluntary ILA, which will be granted tax relief at a level to be decided and to which employers will be able to contribute.

Labour believes that this move will prompt people to increase their own skills constantly; opponents say it will be taken up largely by well-off, secure and sophisticated employees.

Some unions will oppose scrapping the levy, although Labour leaders have been trying to limit opposition using behind-the-scenes persuasion.

A future Labour government will contribute to ILAs from money currently used for some administration in the budgets of Training and Enterprise Councils to make what the document calls a significant contribution to individuals' ILAs.

Labour will offer an incentive to companies to train staff by linking the availability of government grants to the Investors in People standard, which will in turn be more formally linked to training.

Labour will consult widely on its proposals, with the aim of producing a final version in June to go before its party conference in the autumn.
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SENIOR Labour figures last night attacked the party's decision to back away from a compulsory training levy on business, claiming that new plans for tax breaks for individuals seeking to reskill were a poor substitute.

The Opposition's new blueprint for training, to be unveiled on Thursday, is based on the establishment of voluntary Individual Learning Accounts and is being criticised internally for diluting what is seen as a key plank of Labour's economic policy.

"It's all very thin," said one Labour critic. "Training is supposed to be one of our flagship policies. But this doesn't add up to much."

Shadow Chancellor Gordon Brown said yesterday that he wanted "nothing less than a transformation of skills training in Britain" in order to tackle growing job insecurity. A key element of this strategy was the tax break for self-funded trainees but leading party figures said this would do little or nothing to boost workforce skills.

The party's plans for ILAs are also under fire from its own MPs, because they fail to spell out the amount which is to be paid into the accounts, either by government or individuals.

Although there will be sanctions against firms which fail to reach certain skills standards - such as the Investors in People Initiative benchmark - these have been attacked internally for being too weak.

Experts also expressed scepticism over the details of the Shadow Chancellor's initiative. Lorraine Deardon, at the Institute for Fiscal Studies, said that all privatelyfunded vocational courses below post-graduate level had been free of tax since 1992.

"It is difficult to see what is new here," she said. Ms Deardon also said more details would be needed before assessing any expenditure implications. Private spending on training is currently estimated to be around #8bn a year.

An aide to Mr Brown said that the scheme would be funded by the redirection of funds from within the existing training budget, and that the intention was to expand eligibility for the tax break to different types of course.

The architects of the new policy were last night defending the plans. One insider said the framework would deliver the same benefits, in real terms, as the former proposals for a mandatory levy - around #300m in today's money.

The Confederation of British Industry welcomed the proposals. A spokeswoman said: "We would certainly like to see tax relief extended, for example to cover MBAs. Of course, employers have a responsibility to train employees, but individuals do too - and the Government certainly does. We support voluntary ILAs."

Mr Brown insisted his proposals would ameliorate the effects of fears over jobs losses.

"The feel-good factor will not return as long as there is a feel insecure factor. People in their fifties and even forties fear that if they lose their job it could be their last or that the next job will represent a downward slide."

ECONOMIC INSECURITY REMAINS THE TORIES' BUGBEAR - RIDDELL ON POLITICS - OPINION.

By Peter Riddell.
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LABOUR yesterday raised the central political issue of economic insecurity only to see it overshadowed by another instalment of the beef saga. But starting with the Harriet Harman row in January, via the Scott report, the headlines have been dominated by events, important in themselves, but secondary to the worries of most voters before the next election.

Economic insecurity explains the absence of the "feel-good" factor and goes to the heart of anxieties over intensified global competition. This has become a central argument in America where protectionists of Right and Left have attacked international corporations. However, in Britain, the main party leaders accept that these pressures are neither going to disappear nor should they be resisted.

The Tory case is that economic growth will create social cohesion and reduce insecurity. Hence the reiteration that Britain is "the enterprise centre of Europe" and the attacks on "job-destroying" measures such as the minimum wage. But even if the Tories can convincingly show that they are best placed to make Britain competitive it would only partially deal with insecurity. Stephen Dorrell put the point well a few months ago: "The necessity to make a full-blooded commitment to a process of constant and quickening change creates a conflict for politicians when voters are yearning for a stability which they believe they have lost." His answer was to rebuild confidence in economic stability.

But that will not be enough to make change acceptable or to reduce the anxieties of those fearful of losing their jobs. Ministers are wary of drawing attention to the question of insecurity. Labour's decision to campaign on "downward mobility", approaching next month's Staffordshire South East by-election and May's council elections, can partly be seen as a counter to Tory claims that the Government has achieved a stronger economy and rising living standards. But it also seeks to show that governments have a role, not by boosting demand but by helping to improve the workings of the supply side.

Tony Blair was at pains yesterday to say that Labour could not prevent people losing their jobs but could help them to get their next job. Gordon Brown's proposals are based on the belief that training and education are the key dividing lines between those who prosper in a global economy and those who are left behind. This is similar to the analysis of Robert Reich, the US Labour Secretary, with whom Mr Brown has had frequent discussions, most recently last week.

Governments, it is argued, should aim at encouraging training through tax relief for people undertaking their own retraining in approved courses. Labour will this week produce a plan for individual learning accounts which would earn tax relief and would be portable. This would replace Labour's commitment to a compulsory training levy despite opposition from trade union leaders yesterday.

Much of the costing is still unclear but at least the plan addresses public fears about uncertain job prospects. These will not be answered by a few quarters of rising living standards, tax cuts and slogans about enterprise.
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Employers who have a strong record of investment in training could gain preferential treatment when applying for government contracts, Labour will announce in a consultation document later this week. 

As the party puts the finishing touches to its document on 'the skills revolution', to be published this week, Labour will raise the possibility of making a manifesto commitment to giving employers favourable treatment when it comes to contracts with the public sector, as a means of encouraging training. 

'We often find that major companies give preferential contracts to suppliers who have strong training programmes and there is a lot that a government could learn from that,' said a member of Labour's frontbench team yesterday. 

The consultation document, which has been drawn up by Mr David Blunkett, the shadow education secretary, will commit Labour to introducing a statutory framework to put training on a legal basis. But it will mark a clear rejection of the principle of forcing employers to pay a compulsory training levy. 

Instead, Mr Blunkett is expected to say that Labour must offer a range of 'carrots and sticks' as a means of encouraging employers to invest in their staff. 

At the heart of the proposals will be the creation of individual learning accounts, with contributions coming from the company and the worker. 

Mr Gordon Brown, the shadow chancellor, yesterday committed Labour to giving tax concessions on money invested in the account. 

'The tax relief for individuals, beyond existing provision, would be available at the standard rate for new and approved training courses and equipment,' he said. 'I now propose to consult industry on its merits and will announce a final decision in due course.' 

(c) The Financial Times Limited 1996.  
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LABOUR will today unveil plans for a #300m a year training revolution in which 1m people a year will be given #150 each by the government to help take post-work courses to improve their skills.

The individual learning accounts, in the form of a smart card, will be offered to workers so long as they contribute #25 to their training.

In plans to be unveiled by Tony Blair and David Blunkett, Labour will announce that it will introduce a new statutory regime for skills training, but shelve its 1992 general election pledge imposing a compulsory levy on larger companies if they failed to meet fixed training standards.

Instead, companies will be offered a mix of grants and public sector contracts if they meet the Investors in People standards agreed by the TUC and the CBI.

Mr Blair, and a legion of economists, regards Britain's low skills base as fundamental to its long-term economic under-performance.

Mr Blunkett and Mr Blair will argue that the voluntary approach has failed and a mixture of carrot and stick is needed to bring Britain's skills up to the level of its European competitors.

Small and medium-sized companies will be offered matching funds by the government to give them an incentive to invest in workforce training. Labour would also provide centrally the computer software and packaging, including modems, to help companies undertake in-work training, in part through its previously announced plans for a University for Industry.

The Department of Education and Employment, under Labour's plans, would set targets for skills improvement in each industrial sector, region, and locality. Companies would be required in annual report and accounts to say what they had done in the previous year to improve skills base. They would also be required to provide a personal development plan for each employee.

The proposals are certain to be backed by the CBI and the TUC, but will be criticised as thin by some individual unions, including the GMB. However, Mr Blunkett and his employment team of Michael Meacher and Stephen Byers have worked hard to get a commitment from the Labour Treasury team on the number of individual learning accounts to be launched a year.

Labour believes the individual learning accounts will receive an enthusiastic response from Britain's workforce.

The #175 mixed funding - capable of being topped up by union negotiation - should be sufficient, Labour thinks, for two terms of evening classes in information technology or basic literacy.

It would also provide cash to buy a full-time six-day course in information technology, or basic supervisory skills. Such employee development and assistance plans have already proved successful at Ford and Rover.

Labour is likely to model some of its plans on Ford, which offers #60 for employee training and where the take-up rate has been over 50%. One hundred and fifty of the workforce have gone on to MA level.

LABOUR BOUND BY BALLOT - OPINION.
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Peter Riddell on Blair's bid to outflank revolt. Tony Blair's decision to ballot Labour Party members this autumn on a draft of its manifesto is his most important initiative since the rewriting

of Clause Four. It is intended not only to demonstrate the substance of new Labour, but also to improve the prospects for success in office.

Mr Blair is haunted by the failure of the last two Labour Governments. He believes they foundered in part because they lost the support of party activists. There was a conflict between the the policies of the party at an election and subsequent constraints which leaders faced in office. This produced constant tension between the party and government, as revealed in the diaries and memoirs of the 1960s and 1970s.

The antics of the party conference and of the national executive, including left-wing ministers such as Tony Benn, in rejecting government policies were a constant irritation to Harold Wilson and James Callaghan. This fostered a myth of betrayal, and fuelled a dramatic swing to the left after the party lost office in 1970 and 1979. At the party conference in the autumn of 1979, MPs and former ministers were booed by delegates, and treated as traitors. They were accused of abandoning the policies of the party. The only way the leadership could assert authority was by relying on trade union bloc votes to counteract constituency activists.

Mr Blair is trying to avoid these traps by caution about promises and by binding in the party, and also Labour MPs, from the start. The most distinctive feature of Mr Blair's leadership has been his desire to go over the heads of party activists as well as union leaders to the wider membership. One-member, one-vote in party decisions has worked strongly in his favour, not least because the membership has risen by nearly a half to 365,000 over the past two years, and many of these new members are keen Blairites.

Not only did Mr Blair receive strong support from individual party members when he was elected leader in July 1994, but he also won the 85% backing of members over the rewriting of Clause Four last April. This was despite early opposition from some left-wing activists and votes against change by the two largest unions.

The party constitution was amended last October to allow for membership ballots on major policy and other questions. The party conference, where the unions still have 50% of the votes, remains sovereign, but in practice a mass ballot will have greater legitimacy. A series of policy documents appearing over a few months will be brought together in an early version of the manifesto in June, before being debated at the party conference in October and then going to a ballot shortly afterwards.

Mr Blair is adamant that this will be a tight document no "shopping-list of policies starting with agriculture and ending with zoos", as Robin Cook put it. Instead, there are likely to be a few "flagship" policies, symbolising how Labour would be different from the Tories, such as the individual learning accounts for training being published later today. Gordon Brown says detailed proposals on tax will not come until the full election manifesto, in part because of the probability of further tax cuts in November.

June's document will avoid the detailed and ultimately counter-productive pledges on tax, child benefits and pensions which John Smith made before the 1992 election. The statement is likely to be sparse making a virtue of its absence of wish-lists and its stress on hard choices, with resources being shifted within existing budgets. The risk is that it will be bland. Following the 1987 and 1992 defeats, Labour leaders are obsessed with not saying anything which allows the Tories to accuse them of favouring higher public spending and taxes.

The process matters as much as the substance. As Mr Blair said, the ballot "will give the party an opportunity actively to pledge their support for the Labour programme for government". The unstated corollary is that activists should complain later about the programme, and if, or rather when, ministers have to take tough economic decisions in office. Mr Blair wants to ensure that not only are no extravagant promises made but that the party is explicitly committed to what is promised.

The move may be bold, but it should not be risky. Members are being offered a straight yes or no: the main doubt is over the level of turnout. But merely by launching the exercise, Mr Blair has given the leadership and the party a focus and something to do over the long pre-election period. The prize is that Labour could take office in a year or so on a realistic programme which the party has endorsed. He wants to show that Blairism is backed by the party. But he will not confuse a desire to win with unconditional support. Mr Blair could still face plenty of rumblings and party rows if he wins power. New Labour may be in control, but old Labour is not dead yet.

Not Available for Re-dissemination.

LABOUR LEADER BEAMED DOWN TO WESTMINSTER FROM TAMWORTH WORKSHOP TO HAMMER HOME HI-TECH TRAINING MESSAGE.

By Rebecca Smithers Political Correspondent.

427 words

Publication date: 29 March 1996

Source: The Guardian

Page: 9

(c) 1996

A MODEST machine tool workshop on the fringes of an industrial estate in Tamworth was yesterday the unlikely setting for the Labour Party's launch into sophisticated satellite technology. It was an early taster of the hi-tech campaigning tactics likely to be used in the run-up to the general election.

Labour leader Tony Blair was beamed live by satellite into a Westminster news conference detailing his party's Learn As You Earn training scheme. It will enable workers to open individual learning accounts to save for training, with #150 pledged by a Labour government to match a #25 contribution from the employee.

But while London journalists got the full two-way treatment and Mr Blair's answers to their questions, the curious 14-strong workforce of Direct Machine Tools (Midlands) Ltd could only guess what the questions were.

The launch of the new technology in Tamworth - now the battleground for the Staffordshire South East byelection in two weeks - was considered a fillip to Labour's campaigning in the constituency.

Mr Blair said it was the role of government to help people get the skills they needed "to cope with the pressures of economic change".

Direct Machine Tools Ltd - set up three years ago by Chris Dangerfield and Steve Ball - was chosen for yesterday's launch because of the importance it attaches to training. Twelve of its 14 staff are experienced engineers employed to design, build and recondition machine tools and machinery. Two apprentices are on day release to local colleges, training to be mechanical engineers. John Mason, aged 20, and Paul Bates, 19, each won Mercia Training's apprentice of the year award in their first year.

Graham Hodgkins, 44, one of the founding members of staff, welcomed Labour's move yesterday: "I served an apprenticeship 30 years ago, but I know these days many companies in this line of work have problems finding staff with the right skills. Training is important."

Labour's candidate Brian Jenkins, a lecturer at Tamworth College, added: "For a firm of this size to be employing two apprentices on four-year schemes is very good news."

A group of Conservative peers, headed by Baroness Miller, a government whip in the House of Lords, yesterday visited Tamworth in support of the Conservative candidate Jimmy James.

1992 election: David Lightbown (C) 29,180; Brian Jenkins (Lab) 21,988; Gilbert Penlington (LDem) 5,540; Jill Taylor (SDP) 895. Majority: 7,192.
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   The Conservatives are dangerously close to the edge of a gaping hole. It's called a return to the 11-plus and it could swallow them. Encouraged by the short-term success they enjoyed exploiting Harriet Harman's decision to send one of her sons to a selective school, they have decided that selection is an issue they can exploit. If they do so, by proposing the widespread reintroduction of selection for secondary schools, it will be as politically misconceived as it is educationally flawed and socially regressive.

Britain needs reforms that will break down the class-ridden nature of its education system, not reinforce those divisions by taking us back to the Fifties.

Education yesterday provided the reluctant backdrop for another pre-election political skirmish. Gillian Shephard, the Education Secretary, promised a White Paper to expand academic selection in grant-maintained schools. Earlier, her Labour counterpart, David Blunkett, had launched a plan for Individual Learning Accounts. Underpinning their statements lie two quite different responses to concerns about the quality of education. Yesterday's announcements will set the pattern for many a clash to come.

The Prime Minister's policy unit appears to have persuaded Mrs Shephard to go along with its dream of recreating grammar schools. The White Paper will canvas the possibility of allowing schools to select their intake. It would be a grave mistake.

Setting children for subjects is a great improvement on mixed-ability teaching. Institutionalising segregation into separate ability schools is a mistake. Borderline children cannot switch easily between ability groups, and less academic children would be quickly stigmatised. Academic segregation goes against the grain of other advances in the Government's education policy - including this week's Dearing report, which tried to encourage a more open and respectful attitude towards vocational skills. Mr Major will find that evoking grammar schools is a political error as well. Schools are not interested. Only 1 per cent of the grant-maintained schools and education bodies consulted on increasing selection responded with any enthusiasm.

Parents know that education is increasingly the best, if not the only insurance policy against unemployment and insecurity. They also know that expanding selection will only help those with the brightest. Everyone else will be even more worried than before that their children will be written off.

By advocating grammar schools Mr Major is attempting to soothe parental dissatisfaction by the use of atavism. The educational standards and discipline of a mythical golden past are invoked as a solution to the anxieties about change and insecurity in the present. Few will find this convincing. Parents who are concerned about the next generation will be looking for new ideas to help equip them for the future, not old promises about a return to the past.

This is where Messrs Blunkett and Blair step in. Their proposals are aimed at providing remedies for very modern problems. Targeted first at the unskilled, their Individual Learning Accounts would incorporate government, individual and employer contributions to help people take control of their careers by acquiring new skills. Of course, Labour hasn't found the answer to the skills deficit in Britain, just as it has not yet found a way to combine diversity and choice within the comprehensive system. But they are at least taking the right kind of approach: one that is inclusive but leaves ample room for choice and individual initiative. Those should be the watchwords of a modern education and training policy.

UNIONS' LINK WITH LABOUR 'AT NEW LOW'.

By Seumas Milne and Patrick Wintour.
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UNION leaders said yesterday that relations with the Labour leadership have hit a new low after a row with Tony Blair over training and his planned manifesto ballot.

Their verdict followed a meeting of the union-party "contact group", described as a "dialogue of the deaf" by one union leader.

Several of Labour's largest unions are furious that Mr Blair has ditched the party's commitment to a compulsory training levy in favour of "individual learning accounts" and an extension of the Investors in People scheme to smaller businesses.

At Monday's meeting in London, there was also a sharp exchange over Mr Blair's plans for a plebiscite of party members on his draft manifesto - which several key unions regard as an attempt to squeeze them out of policy-making.

Labour's refusal to pledge the renationalisation of rail is another subject of angry dispute.

"Blair was left in no doubt of our feelings," one general secretary said. "But it seems he is determined to ensure we have no voice in what happens in the party. It's a matter of give us your money and go to hell."

In an attempt to bolster the unions' role in Labour's programme, the GMB general union is to urge unions to spend nearly #1m to ballot political levy payers on the pre-election manifesto.

The Labour leader's ballot move is designed to show that the membership supports his recasting of Labour policy.

Although unions will have an input when the draft manifesto goes to the party conference, some are anxious not to be left out of the subsequent balloting process. John Edmonds, GMB general secretary, has already announced that his union will spend #200,000 to seek an endorsement of Labour's manifesto.

The dispute over training has been so sharp that last week even the TUC, which has attempted to accommodate Mr Blair, issued a coded criticism of what its leaders do not believe is a credible policy. One top union official said last night the unions had been "bounced" over the change of policy.

The TUC lobbied Labour frontbenchers heavily over the training levy, and several shadow cabinet members also believe the new policy is inadequate - particularly for the lower paid.

But the Labour leadership regards its new training plans as more realistic, likely to command popular support and preferable to the "top-down" compulsory levy.

A spokesman for Mr Blair denied any crisis in relations with the unions, but added: "Tony will debate and consult, but he won't deal for the sake of keeping the unions happy." There is a view in his circle that the unions have still not accepted they cannot bargain with the Labour leader "in the old way".

VOLUNTEERS WANTED FOR REVOLUTION.

By Seumas Milne.
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WHATEVER else is at the heart of New Labour economics, training ought to occupy a very large part of it. As the party has progressively ditched Keynesian demand management, its place was supposed to have been taken by Gordon Brown's "supply-side socialism": the idea that only through massive investment in training, infrastructure and technology could Britain compete in a globalised economy.

The need for a skills revolution to attract mobile capital and equip workers for continuous economic change has if anything become more central to Labour policy since Tony Blair took over. Party documents hammer away at the urgency of the task at hand, with Britain ranked 40th out of 48 countries in its "motivation to retrain" and seven million workers having no qualifications.

Since Labour's plans for in-work training were published last month, however, confirming its abandonment of a compulsory training levy, backstage discontent has grown.

There are two main building blocks in the plans. On one side are the education or jobs-plus-training packages for under-25s on the dole for more than six months - funded from the privatised utilities' windfall tax.

Under these plans, those who refused a place would lose 40% of benefit. Stephen Byers, Labour's training spokesman, is drafting parallel policies for the older long-term unemployed.

On the other side are the new in-work training proposals. Most characteristically New Labour is the #150m scheme for "individual learning accounts", under which one million employees would be given a smart card worth #150 to buy training courses if they chipped in #25.

The rest of the workforce would get tax relief on their own contributions, and the package would be funded by reallocating Training and Enterprise Council funds.

Two further elements of Labour's in-work "skills revolution" are Gordon Brown's electronic University for Industry and a #150m extension of the existing TEC-monitored Investors in People training standard scheme to small and medium-size firms, backed up with subsidies and public sector purchasing.

Throughout the internal jockeying, Tony Blair made clear he was not prepared to carry on with the compulsory training levy Labour championed at the 1992 election.

HIS supporters point out that the levy system of the last Labour government excluded small firms, where employment growth is now concentrated.

But union leaders say they were told the overriding reason for the veto was that Labour could not be seen adding to "burdens on business".

The CBI is quietly cock-a-hoop about the party's new voluntarist stance. Its director-general, Adair Turner, said: "Labour's shift away from the failed solutions of the past is good news." But the case pressed by the TUC is that all employees should have a statutory right to time off for training, funded by some form of employer levy or tax, because voluntary schemes have "continually failed to deliver".

The independent Unemployment Unit argues that Labour has been anxious to avoid a training levy because it is already committed to minimum workplace standards - including rights to union recognition, a minimum wage and provisions of the European Social Chapter.

But one Labour source said the party's individual learning account plans were biased towards employees with money to spare, whereas they should be targeted at those on the bottom of the jobs pile. "The risk is that this could actually end up reinforcing US-style segregation in the labour market and the creation of an underclass with low minimum-wage jobs and no training: the ultimate Burger King workforce."

BROWN MAY AXE BENEFIT FOR OVER-16S.

   By JOHN RENTOUL.
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The abolition of child benefit for 16-to 18-year-olds is being considered by Gordon Brown, the Shadow chancellor, who is expected to announce today a review by the Labour Party of the "elitist" funding of Britain's further and higher education system.

At present, mothers of 16-to 18-year-olds receive #10.80 a week for a first child and #8.80 for other children, but only if they are in full-time education.

Abolition of this benefit would affect about 1.1m people and save #700m a year.

Mr Brown is believed to want to use these funds to support the education and training of all 16-to 18-year-olds, not just those who choose to stay in education.

His advisers cited new figures yesterday showing that four out of five children of unskilled manual workers leave school at 16 - the same proportion as in 1914 - and their mothers stop receiving child benefit.

Mr Brown, who is due to deliver the second John Smith Memorial Lecture in Edinburgh today, is expected to say: "The question is not why 35 per cent of young people now go into higher education, but why 65 per cent do not."

He will launch a passionate attack on the unfairness of access to post-16 education and training, and is also expected to launch an attack on the Government's "one strike and you're out" approach to school drop-outs.

The savings from abolishing child benefit for over-16s would probably be channelled into "Individual Learning Accounts" for this age group.

Mr Brown and Stephen Byers, Labour's spokesman on training, recently announced plans to offer a million people grants of #150 each to personal accounts which they could use to buy their own choice of training.

Mr Brown and Tony Blair, the Labour leader, are also believed to be opposed to the tax-free payment of child benefit generally to better-off parents who pay the top rate of income tax.

But senior Labour sources continue to insist that the technical difficulties of taxing child benefit rule out early action by a Labour Government.

BROWN STANDS BY EDUCATION PLAN DESPITE FUNDING SNAG.

By Michael White Political Editor.
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THE Labour leadership last night stood by its commitment to reform the financial structure of post-16 education in the face of widespread criticism that its threat to abolish child benefit for older teenagers could deepen poverty without saving much of the promised #700m a year.

The shadow chancellor, Gordon Brown, sent a shockwave through the political system simply by raising a question mark over one aspect of child benefit - affecting 1m children between 16 and 18 - a symbolic commitment to mothers.

With Tony Blair endorsing his proposal, Mr Brown unveiled the Opposition initiative to broaden the funding structure for further and higher education - to enable the children of poorer families to obtain greater equality of opportunity.

Rejecting older Labour demands for equality of outcome as "statist and bureaucr atic" - "Other people's nightmare of socialism, not a good socialist's dream," he said - Mr Brown insisted the challenge facing Labour was "to make equality of opportunity real".

What knocked Mr Brown's John Smith Memorial Lecture off balance in Edinburgh last night were reports emphasising what is still only an option for the review he will undertake with shadow colleagues Chris Smith and David Blunkett: the possibility of generating #700m for the 16-plus budget by ending child benefit for those who stay in school until 18. The purpose would be to use the money to create individual learning accounts for people to draw on throughout a lifetime, in particular to make it easier for poorer children to get effective help with grants, tuition fees and other tools of education available to elites.

Tony Blair's office is pushing the child benefit reform hard. By targetting state help and mixing it with more flexible grants and loans, Labour hopes to create a fairer, more efficient system.
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SHOULD Gordon Brown's name be added to the noble list of education reformers: Crowther, Robbins, Donnison? His diagnosis of the inequalities of British education in the second memorial John Smith lecture in Edinburgh last night was spot on. There was cool analysis, graphic detail and an explicit commitment for change. His prescription leaned in the right direction too but remains too imprecise at present for final judgment. But certainly his speech was a refreshing break from the silence which has engulfed Labour leaders for far too long on what seemed to have become a taboo issue: inequality.

No issue should be more important to a radical party. As Mr Brown set out with passion, denying equal opportunities does not just damage the millions of individuals involved, but British society as a whole. If Britain is to compete in the modern world, it needs a skilled workforce. It does not have one. As a succession of education reformers has recently noted, the last World Economic Forum showed the UK slipping from 14th to 18th in global competitiveness, due mainly to the quality of the workforce, which has slipped to 24th in terms of skills and 35th in terms of education. The key is not so much more graduates, but better trained school leavers. Sir Claus Moser, the man who rekindled the education debate five years ago, noted this week that Germany, Switzerland and Holland all have 60% or more with intermediate level qualifications compared to Britain's 25%.

Gordon Brown set out some stark existing inequalities: 80% of children of unskilled fathers still leave school at 16, most with no qualifications; the unequal opportunities of children with identical qualifications - children from professional homes being twice as likely to stay on at school and three times as likely to obtain a professional occupation as children of parents doing manual work. No wonder disadvantaged children have a six times poorer chance overall of gaining as good a job as their contemporaries born into professional families.

The biggest scandal of this unequal opportunity is the poor progress achieved since Crowther, Robbins and Donnison reported. It was Crowther in 1959 who found half the national service recruits in the two highest ability groups had left school at 15 with no further education. Robbins, which followed in 1963, showed 45% of children from professional families went on to university, compared to just two per cent from semi-skilled manual homes. Donnison at the end of the decade showed how few children stayed on at school compared to other western states.

The biggest unfairness of the present system is the unequal treatment between the part-time student compared to the full-time, the poor full-time sixth-former (with tiny proportions given tiny amounts of education maintenance allowances) to better-off pupils or short-term YT trainees (#35 a week at 17 but frozen since 1986). Post-16 education remains a lottery of grants, loans and tax reliefs. Like both Borrie's 1994 Commission on Social Justice, which wanted a Learning Bank for Lifetime Learning or the 1993 National Commission on Education, which wanted individual learning accounts, Brown wants more coherence. But he also wants more equity immediately. His idea - given in briefings rather than the speech - would be to redistribute the #700m in child benefit for 16 to 18-year-olds into education maintenance allowances for the neediest pupils. Poor pupils would end up with much more money; the better-off would lose the benefit. Current maintenance allowances are both arbitrary and inadequate: ranging from a mere #2 a week to #20 with as few as one in 1,000 obtaining them in some counties. A national system is urgently needed. An income-related scheme would mean more support for the less well-off - so long as they stayed in full-time education. But would they? Given the tax allowance component in child benefit, it could even been seen as a necessary tax increase on the better off. This redistributive principle is right: but why not go the whole hog and tax the better off more. Meanwhile, the devil will be in the detail - where the line is drawn.

LABOUR MPS BALK AT CHILD BENEFIT CURB.

By Michael White Political Editor.
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LABOUR leftwingers last night fired a warning shot across the shadow cabinet's bows, denouncing the prospect that Labour's review on post-16 education might end child benefit payments to older teenagers as a recipe for "driving many more families into poverty."

Conservative Central Office sought to neutralise Labour's campaign on job insecurity for all sections of society - the theme of a TV election broadcast tonight - by highlighting "cracks in Labour's stance on taxation" ahead of the local elections on May 2.

But the talking point among many Labour MPs remained Gordon Brown's weekend speech, intended to signal a new approach to keeping poorer teenagers in education and extending lifetime opportunities for school drop-outs via individual learning accounts.

Critics on left and right have focused on the shadow chancellor's promised review of #700m worth of child benefit paid to 16 to 18-year-olds. The Social Security Secretary, Peter Lilley, called the review - which also promises to look at university grants, college tuition fees and tax-relieving trusts for new financial resources - an attack on the middle classes.

Mr Brown invokes fairness, arguing that youngsters who leave school early get neither child benefit nor, in many cases, help with further education. Last night leftwing MPs Ken Livingstone and Diane Abbott wrote a letter, published in today's Guardian, claiming that child benefit paid to 1m families for older teenagers makes the difference between keeping children in school or not.

The two MPs claim Commons library data contradicts Mr Brown's claim that 27% of the benefit paid to 16-plus children goes to pupils at fee-paying schools. The figure is closer to 10%, the MPs said, a claim which Labour's Treasury team rejects.

"Proposals for better training, education and maintenance grants for 16-18-year-olds would be welcomed by millions of potential Labour voters. On the other hand the proposal to axe child benefit for 16-18-year-olds will deeply alienate them," the MPs say.

Some mainstream colleagues share that prediction, while accepting that a comprehensive overhaul of the system is actually close to what shadow ministers intend. More worrying to some MPs and trade union members on Labour's ruling NEC, where the issue was raised yesterday, is what they see as a lack of consultation through traditional policy-making processes.

Mr Livingstone's formula for raising money for education without raising most people's taxes is more likely to please Tory HQ than fellow MPs.

"If the share of dividend payments in UK gross domestic product was reduced from its record level in 1995 to its level when the Conservatives came to office in 1979, #22.7bn a year would be released for investment," he and Ms Abbott write.

BUSINESS AND UNIONS URGED TO JOIN FOR TRAINING.

By Philip Bassett, Industrial Editor.
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The Government yesterday urged Britain's business and trade unions to join together to promote new standards of training at work.

The move by Gillian Shephard, the Employment and Education Secretary, came as she took the unusual step for a Conservative Cabinet minister of speaking to a union conference on training and lifetime learning. Some left-wing union leaders drew an unfavourable parallel between Mrs Shephard's move and the current Labour Party leadership, wondering when was the last time Labour had called for a new deal between employers and unions, rather than seeking to distance itself from unions in favour of business.

In a speech to a TUC conference, Mrs Shephard was favourably received when she emphasised the importance of training to improving Britain's competitiveness, and said jobs would "inevitably" disappear as tastes, products and markets changed. She said the value of the Government's Investors in People (IIP) initiative, a move which makes an award to organisations that have reached demanding standards of training and managing employees.

Approving both CBI and TUC statements on IIP, she called for a new partnership between the two to promote the IIP standard a "public and practical joint programme" to stimulate employers and employees into pressing for IIP status.

She said: "Government is doing its bit. We are already putting #45m behind IIP-related activities. I challenge you to do yours." John Monks, the TUC General Secretary, who will today become the first TUC leader to address an annual conference of the Institute of Directors, immediately accepted the challenge and said he would contact the CBI to start establishing such a move.

Mrs Shephard also gave warning that training and skills were the only way to avoid Britain being forced to compete with other economies on the basis of low pay a charge unions and Labour have often made against the Government. But she told the TUC: "If we are to avoid the necessity to compete on wages, we must compete on knowledge and skills."

David Blunkett, Labour's Shadow Employment and Education Secretary, told the conference that the Government, industry, unions and individuals had to "build a partnership to revolutionise training in Britain", adding that Labour will soon announce proposals to promote its plans for individual learning accounts for young people including the possibility of free credits for those achieving key skills.
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TRAINING MATTERS

The Labour Party has begun to unveil its plans for tackling the lack of skills in the workforce. Figures show that as many as seven million people in Britain still have no qualifications at all and in today's employment market these people will miss out as the demand for skills and qualifications increases.

Labour's approach is to put training for people at work on a statutory footing, comprising three main elements, to boost the quality, quantity and accessibility of learning opportunities. The three elements are: a Learn As You Earn programme; a new impetus for the existing Investors in People standard, which places an emphasis on the development of people in line with business objectives; and a University for Industry.

Making training statutory is a significant shift away from the current voluntary system which largely relies on employers providing training. Labour identifies the voluntary approach as bound to lead to a failure to meet the National Training and Education Targets, and to fail people who do not have the skills needed to compete in an ever-changing labour market.

The Learn As You Earn programme is designed to give people the freedom to choose the training courses and skills which fit with their aspirations. It would offer people a direct and accessible way to continue their personal development, and take on greater responsibility for managing their own careers.

In this way, individuals would not be dependent on the training they receive from employers - where it is being provided at all - which so often only equips them with the skills to do a specific job.

Eventually, everybody will be able to open their own individual learning account possibly using a personalised "smartcard" which could be used to pay for their training. Additionally, tax relief for individuals will be available beyond the existing provision for new and approved training courses, building on the current system of tax relief for vocational training.

Employers will be able to make contributions to employees' accounts and will also receive tax breaks.

To give the programme a boost Labour says it intends to make a contribution of #150 into the learning accounts of an initial 1m people in return for a #25 stake from them.

Groups to be targeted would include those with no skills or qualification those seeking career changes, part-time workers, owners of very small businesses, and people who want to use new information technologies.

Precisely how these individuals would be selected is yet to be made clear.

Labour suggests the public money contribution could be found by making better use of the budgets allocated to Training and Enterprise Councils (TECs), making savings from improved efficiency and reductions in red tape, plus possible reform of the National Insurance system.

People with no skills are often the lowest-paid and could therefore have problems finding a #25 lump sum. A way round this could be to offer the chance to pay in instalments. But even then a one-off payment would not ensure that the account stayed open after the money was spent.

Tax breaks could be an incentive for the more highly qualified and better paid among the workforce, but are unlikely to hold much appeal for this group who could still find themselves missing out.

The proposal to give new impetus to Investors In People would concentrate on encouraging more small businesses to commit to training and developing their employees. Based on the party's conclusion that Investors In People has been successful in bringing real benefits to large companies, Labour wants to make it easier for smaller businesses to participate. Currently, only 8,000 companies employing fewer than 50 people are, or are seeking to be, an Investor In People.

The third item on the menu is to set up a University For Industry (UFI), a development intended to act as a public and private partnership to help enterprises deliver training and learning in new ways.

It is envisaged that it would, for example, provide low-cost packages to firms and individuals on disk, CD-ROM or on-line to give direct access to learning support through the UFI.

Of the proposals, one obvious attraction for individuals would be the portability of their individual learning account which would move with them in order to fund continuing training. The significance of this begins to become clear when it is put together with the fact that most people are likely to change jobs at least seven times in their working lives.

In theory everyone should be jumping at the opportunity to remain employable. But in practice training tends to be viewed as something which should be paid for by employers. A massive shift in thinking will need to occur if voluntary individual learning accounts are to take off.

And for this to happen people will want proof that training results in immediate tangible benefits - such as a higher income, promotion or job satisfaction. The threat of job insecurity is not in itself a sufficient incentive.

Tasmin Butters is a marketing and training consultant.
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LABOUR is drawing up ambitious plans to make it easier for mothers to combine a career with bringing up a family by offering financial incentives to bridge the two.

Tessa Jowell, Shadow Minister for Women, is negotiating with the Shadow Treasury and Employment teams on a package expected to be included in Labour's manifesto.

Labour is hoping to address key areas where professional women who also want to be parents sometimes suffer. It intends to provide help for women who want to take time off to raise a family without jeopardising their careers.

Mothers are expected to be targeted in the first phase of Labour's plans for individual learning accounts in which the Government gives #150 if the employee puts #25 into his or her account. Labour would encourage women to put money into their accounts while working so they can draw on the state contribution when they want to improve their skills during their career break.

The party is already looking at ways of helping mothers with very young children with childcare. However, Ms Jowell points out that the problem also arises with mothers who have older children and who also face frustrations in going back to work. She argues that employers should be more flexible in giving mothers time off.

Ms Jowell is also drawing up a package to prevent mothers from being forced back to work earlier than they would have liked because they need the money. She is said to be considering ways of giving mothers financial help at times when they are out of work. One possibility is to ensure that income is spread more evenly over a woman's working life, taking into account times when someone might want to work part time, or stop work altogether.

In a Fabian lecture in London last night, Ms Jowell said that while parents were responsible for bringing up children the state should play a part in helping them. "It is no good just moralising about parenthood," she said. She also hinted at the need to make maternity payments continue over a longer period to help mothers who wanted to stay at home with their babies.
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Labour would abolish the Government's youth training scheme as part of an ambitious package to reshape post-16 training, according to proposals about to be announced.

The abolition of the Youth Training programme, widely criticised now for failing to provide sufficiently high-quality industrial training for young people, is a key element in a new training package worth up to #1.5bn to be unveiled later this month by Labour.

The move follows Labour's abandonment of a levy on employers to fund training, and its adoption instead of Tessa-style individual learning accounts (ILAs), coupled with tax incentives for companies that provide training. Labour is pleased with the response from business to its plans to provide #150 grants for 1m people to start their individual accounts.

Labour's new proposals will focus on training provision for 16-to-25-year-olds, and include the controversial idea that the party is considering moving away from universal provision of child benefit for 16-to-18-year-olds.

The ILA package, for training people in work, amounts to only about #300m, but Labour's proposals for 16-to-25-year-olds will be contained in a package amounting to about #1.5bn or more, with the aim of funding high-quality training for young people in this target group.

New Labour wants to move away from high throughput but low-quality training schemes, with the aim of providing high-quality training to fit with Labour's plans for a high value-added economy, rather than one competing on the basis of low skills and low wages.

The package will include proposals to abolish the current Youth Training programme, set up by the Government in 1990 in succession to the highly criticised Youth Training Scheme. YT currently offers places to some 277,000 young people, but Labour leaders now feel it, too, no longer offers high-quality training.

Labour leaders, who will emphasise that the cost of the new scheme can be met from existing resources, calculate that YT abolition will free some #550m for a new, higher-quality scheme. If abolition of universal child benefit for 16-to-18-year-olds goes ahead Labour says that 53% of eligible parents no longer take it up that could add a further #700m.

Labour wants to move away from "revolving door" training schemes that offer a period of training and then leave people unemployed again. Labour will, instead of YT, propose a scheme currently called Target 2000, which will aim to provide for all those of school-leaving age basic standards of literacy, numeracy, team and information technology skills that business leaders have told Labour they want.

Labour is also considering an addition to the Investors in People training standard, which a growing number of companies are adopting as a way of improving their training and people-management abilities. Labour's proposals are likely to include a new Investors in Young People standard, which would be granted to employers in recognition of training levels for young people in particular.

In addition, Labour is preparing a further set of policies to deal with disadvantaged over-25s in the labour market in particular, new proposals on childcare for working women, in line with its forthcoming welfare-to-work strategy, and proposals on training, rebuilding self-confidence and re-establishing contact with work for the long-term unemployed who have been out of work for more than a year.
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The latest in the pre-election series looks at approaches to training. No issue better illustrates Mr Tony Blair's ability to capture the public imagination than training. But similarly, few topics leave the Conservatives feeling more aggrieved. In the past year, Mr Blair has repeatedly emphasised the importance of training as a means to individual self-improvement, to promote social justice and to make the nation more competitive - the epitome of his 'stakeholding' philosophy. 

But training demonstrates a dilemma for Labour - how to reconcile attempts to introduce policies which might make a difference, with the leadership's determination not to commit to extra spending. 

Consequently its policy announcements have been preceded by desperate attempts to earmark training funds from existing budgets. 

This lays the party open to Conservative claims that most of its training ideas effectively replicate policies the government has already put into place. 

The report on post-16 qualifications published in March by Sir Ron Dearing, the government's chief curriculum adviser, could also help Tories. Respect for Sir Ron within education is unmatched. 

However, the Conservatives have problems of their own. So far they have failed to build up public enthusiasm, or even recognition, for a series of reforms in the past few years. These include the establishment of Training and Enterprise Councils (Tecs), National Vocational Qualifications, which recognise skills in the workplace, and, most recently, Modern Apprenticeships, to provide a co-ordinated and prestigious alternative for 16-year-olds. 

Mr James Paice, the training minister, admits: 'I don't think enough people realise what has happened (under Tory legislation) in the last few years.' 

Labour's most controversial step was the March decision to abandon its pledge for a compulsory training levy on companies. This provoked an immediate rebuke from the Trades Union Congress. 

To replace it, Labour will introduce a new system of 'individual learning accounts'. The aim is that individuals could voluntarily save towards the cost of training and adult education in tax-privileged accounts. 

It was also decided to target the funding - because, in a wholly voluntary scheme, those who most needed training - the least qualified - would be the least likely to take it up, as they had predominantly bad experiences of education previously. The plan is that #150m will be spent on placing #150 in the learning accounts of 1m targeted people - mostly the least skilled. 

But when this money was not forthcoming from the Treasury team, desperate juggling ensued. Intervention by national representatives of the Tecs identified money from reserves and an efficiency programme which could be taken from existing Tec budgets. 

But the bulk of the money will come indirectly from Labour's proposed windfall tax on the privatised utilities. The funding this frees will be released for the learning accounts. 

Further acrimony has surrounded Labour's attempts to raise funds for its next training initiative, which replaces Youth Training with a better-targeted scheme. 

This is much bigger, costing #1.5bn. Money will come from abolishing Youth Training, in line with Sir Ron's recommendations (#550m), while #200m will come from discretionary awards made by local authorities to individuals for further training. But the bulk (#650m) would come from the controversial proposal to remove child benefit for the over-16s. 

The funding will go primarily to those in the 16-to-25 age group, who will be subject to a remedial programme to ensure that, by 2000, they have basic skills in literacy, numeracy and information technology. New programmes will try to ensure they gain work experience, but Mr Stephen Byers, Labour's training spokesman, says this will involve more targeting: 'One of the lessons we think we've learnt is that high volume and low cost isn't the way forward.' 

Labour's plans are well packaged, but the Conservatives hope they can see off the challenge with a white paper next month, which is expected to enact many of Sir Ron's proposals, and expand modern apprenticeships. 

Mr Paice said Labour 'can't get away from the idea of compulsion in training. That's why they were wedded to the levy for so long. Their policies are a vague replica of the government's and of Dearing's. They knew in advance what was going into his report, including their latest proposal to abolish Youth Training.' 

Real contrast is provided by the Liberal Democrats. They are the most radical of the three parties on the issue, pledging a 2% payroll training levy on companies. 

John Authers John Kampfner 
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Gordon Brown on a new deal for the lost generation.

Tough choices are essential if Labour is to solve one of the hardest social and economic problems of all: the crisis in education and employment faced by Britain's young people.

Six hundred thousand young people are out of work. A third of teenagers leave school without basic qualifications. A smaller proportion of 16 and 17-year-olds are in full-time education than any OECD country save Turkey. And 60% of our crime is committed by people under 25. So we face nothing less than the waste of a generation not just of the gaunt, defeated young people begging in the streets, but less visibly, though no less wastefully, the hundreds of thousands of young people still living at home who have never had the chance to work and build their own lives young people feeling they are going nowhere.

The vision of a one-nation society and a stakeholding Britain can only be made meaningful for these excluded young people if we face up to the linked problems of education and employment. And we cannot prevent the vicious cycle of low skills, unemployment and poverty repeating itself from one generation to another unless we act now. If we do not, we face growing social division.

Today, David Blunkett, Jack Straw, Chris Smith and I will show that we can solve this problem. But the solution will require tough choices about our public spending priorities. For all of us will suffer if we fail to act and continue to pay the costs of failure: an estimated ten billion pounds in the cost of crime and unemployment.

Creating opportunities in education and work for millions of young people is Labour's goal. It will be the priority for Labour's first Budget in government, a Budget for hope.

Our objectives are clear. Every young person should have a skill and a qualification. Everyone under 25 and not in full-time education should have work and training. This is why we have launched Labour's new deal for the under-25s.

First, jobs. In our inner cities, 25% of young men are out of work.

That is why, in order to start tackling problems of youth and long-term unemployment, Labour has announced a windfall levy on the excess profits of our utilities, so that every young person who has been out of work for more than six months will have job and training opportunities. The unfair profits of the utilities should be put to work to offer a fair deal to the unemployed. But our emphasis on rights-for-responsibilities will ensure that the money will be properly spent. We will provide a choice of four options for young unemployed people, but staying at home on full benefit will not be one of them.

Second, we need to provide training for young people in work. Qualifications increasingly determine employment prospects and earnings. Yet only 64% have a skill to NVQ level 2. The Government's aim is 85%. Our aim will be to put 100% of young people on the road to a qualification.

This is why David Blunkett will today announce the end of Youth Training, and its replacement by Target 2000. Currently, less than half of Youth Training participants finish their courses. This is not the best way to spend #500m, and Labour will do better. We will also ensure that every young person in work receives training. This is the difference between Labour's statutory approach to training at work and the Tories' voluntary approach.

Third, Labour will make the battle against crime a central element of a new deal for the under-25s. Jack Straw will today suggest a new arm of Labour's Environmental Task Force, so that we can engage the energies of young people in improving their neighbourhoods.

Most importantly, we cannot solve this crisis if so many young people continue to waste their school years and leave at 16 without qualifications. Britain has one of the lowest staying-on rates in higher education of all the major industrial countries.

Our public spending review for the post-16s is designed to use existing resources better so we can increase the staying-on rate at school and college. We will review all post-16 spending grants, fees, loans, educational maintenance allowance, discretionary grants and child benefit. As I said two weeks ago, one option is to upgrade child benefit to national educational allowances for those who need them.

Labour's plan is nothing less than a radical redistribution of public expenditure in favour of jobs and education. We will use the proceeds of the utilities windfall levy, a reallocation of the #500m spend on Youth Training to Target 2000 and the use of #150m of existing Training and Enterprise Council funds, which will be redirected to a million individual learning accounts, worth #150 each.

Our new campaign gives the lie to Tory critics who say that Labour is removing benefits for youngsters after 16 without announcing anything in their place. But it also shows that Labour is willing to make the choices necessary to tackle the crisis of a lost generation.

The author is the Shadow Chancellor of the Exchequer.
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IF you need a gutsy reason why a change of government is essential, it was on display yesterday when the Labour Party put itself behind The Lost Generation. This is not because Labour's plans for jobless young people have any stunning novelty, still less because they're sure to work. They run as great a risk of failure as the Tory remedies they will replace. But they put the energy of a new-born politics to the service of a vision that is unclouded by failure. New men will do old things with new belief. As a manifesto for government, this is where it's at. Realism and conviction have become the acceptable substitutes for originality.

The issue inelegantly called youth unemployment is a paradigm for numerous governing problems. It is a many-tentacled evil. It grows largely out of circumstance not policy, accident not intent. It is something government cannot ignore. It is something the Conservative government has not ignored. It continues to get worse not better. It attracts the concern of every country in the world. Its resolution is not foreseeable. Welcome to the global economy of the 21st century.

Nobody can say the Tories haven't tried. A huge effort has gone into making young people fitter for the world of work. A range of different VQs, vocationally qualifying, has come and gone and come again. Training and Enterprise Councils are supposed to be all about what they say, with special reference to the young. The Youth Training Scheme costs #550m a year, and not even the most rabid trapeze artist of the right is saying that this kind of social safety-net against a skill-less and alienated under-class should be done away with.

The picture after 17 years, however, is shameful. One in six young people, in some places one in two, is unemployed. One in three fails to attain Level 2 of the NVQ, the base line of foundation learning. Fewer than half those who start Youth Training complete the course. School truancy rates are frightening, and the crime levels associated with all this non-performance make more abject nonsense than ever of the Conservative claim that there's no connection between crime and unemployment, the most repellent piece of gibberish in the lexicon of Thatcherism. Labour's approach will not be amazingly different. There aren't that many different methods anywhere to be found. The YTS will be replaced by another package with a different name, redoubling the effort to make its clients complete the course. There will be a different mix of carrots and sticks to raise the levels of qualification and basic skills. Perhaps the most arresting shift will be to so-called individual learning accounts, in theory empowering individuals to make their own training choices rather than being pushed around by bureaucrats.

But a lot of this is speculative too. Its actual effect, like the actual effect the Tories have sought, depends on employers doing the right thing, on young people taking their prospects seriously, on voluntary organisations gearing up, above all on employment expanding. If a Labour government is to make a difference, expectations must change, habits have to alter, an immense complexity of social and economic patterns needs to be re-arranged. Such work is close to the heart of what government exists to do, yet is now its most Sisyphean task.

Labour brings to it only one essential quality the Tories do not have: the burning belief, unsullied by years of toil, that it can and must be done. Many New Labour remedies could as easily be Tory initiatives. There's no reason, except sheer anomie, why benefit rules remain in place which deter or penalise young people doing voluntary work or taking part-time courses. But that underlines the main thing Labour has to offer: the energy and self-belief of politicians whose turn has come. Anyone acquainted with the history of unemployment since 1979 understands how improbable it is that any government will swiftly transform it. But anyone who listened to the Labour leadership yesterday was in the presence of people whom age has not withered, nor custom staled their infinite capacity to address the issue with passion and commitment.

There is, in other words, an invigoration of promise. This is what Labour mostly has to offer, and it is not a small donation. It's presided over by Gordon Brown, the Shadow Chancellor. It therefore illuminates some of the rows he's supposed to be engulfed in, playing the Iron Chancellor against sundry colleagues who see the Brown Treasury as the enemy of "larger economic and social renewal" (John Prescott, May 14).

The down-grading of the Treasury has been a Labour favourite before. It's the idee fixe of post-war "renewal" economists, which the 1964 Wilson government met by creating a Department of Economic Affairs under George Brown, responsible for planning and the supply side, intended to be the enemy and ultimately the master of the Treasury. The experiment was a failure. Power politics ensured that its premise was never put to the test. Within six months, Richard Crossman's Diaries note, planning had been adroitly retained by the Treasury and "it is the economists and officials there who have had all the influence".

Undermining Treasury power is an irrelevance and distraction, rendered no more pertinent for being, on this occasion, a proxy for the battle of the egos at the top of the shadow cabinet.

Whatever the government, and whichever place John Prescott holds in the Blair government, the Treasury is and always will be a force to reckon with in Whitehall. Proposing that its "culture" should be changed is an indulgence of opposition fantasy, another way of pretending that the sums do not need to add up.

What matters about the Treasury is who runs it, and what he wants to do. That Gordon Brown stands behind the pledge to give youth employment the highest prior ity, backed by a dribble of the extra money he guards like a puritan tight-wad, is an encouraging sign that Labour means business. It's certainly better than a sterile argument about whether Brown has too much power.

His finest power is the power to stand against cynicism. Listening to him, you know he's seared by the figure of 600,000 young unemployed, and what this means in human waste and social fracture. So Labour hasn't lost its capacity for astonishment. After 17 years, we call it political renewal.
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Shadow education secretary David Blunkett explains his party's policy switch from classic student maintenance grants to long-term loans repayable once income levels permit

LAST week Labour launched its Target 2000 proposals to ensure that young people gain the skills they need. Today we will spell out our proposals for further, adult and higher education. It will form our submission on lifelong learning to the bipartisan Dearing inquiry into higher education.

Despite the increase in student numbers - 30% of young people in higher education compared with seven per cent in the 1960s - the proportion of entrants from different backgrounds has remained largely unchanged over the decades.

Although only 7% attend private schools, 46% of all students accepted by Oxford and Cambridge have been to private schools. The top socio-economic groups, A and B, represent 25% of the population but 60% of HE students. Groups D and E represent 21% of the population, but just over 10% of admissions.

Higher education is developing closer links with industry and the wider community - and these must be extended. Since a third of graduates have no work experience, it is important that all undergraduates have a vocational element built into their course.

In the new century distance learning will widen opportunities in adult, further and higher education and the experience of the Open University will be particularly valuable in setting world-class standards for the cost-effective delivery of education to all. Study patterns are changing too - more young people study near their homes. With appropriate credit frameworks, students in the future might spend one year at their home university before completing their course elsewhere.

But the Conservatives have failed to develop a modern system of student support. The current mix of loans, grants and parental contri-butions is flawed, inequitable and inefficient. Student hardship is too common, drop-out rates too high and student debt to relatives and banks at record levels. Meanwhile, thousands of part-time and postgraduate students receive no government assistance at all.

The Student Loans Scheme is not working. Graduates pay back loans in the five years when their income is lowest. The system is neither progressive nor income-contingent. And poor repayment collection arrangements will lead to growing default levels. Sir Ron Dearing must develop a better system of funding lifelong learning.

Both students and their families currently face difficulties. An unfair and regressive loan system has partially replaced maintenance grants. This extends the pressures that those on lower incomes normally experience to many who would consider themselves comfortably off.

Dearing must therefore consider what contribution graduates should make to their maintenance support after they graduate. A broad consensus has developed in favour of change, including the National Union of Students and the Association of University Teachers, the CBI and the vice-chancellors. Progressive contributions would be the fairest way forward. Labour has four key principles for such a system.

First, there must be no top-up or up-front tuition fees which would deny opportunities to students from less affluent backgrounds, by making access dependent on ability to pay.

Second, repayment of maintenance costs should be related to earnings. Those graduates not working or earning below a minimum threshold should not have to pay until their income reaches that minimum. The burden on graduates at the earliest stages of their working lives should be eased and the repayment period extended.

Third, access must be improved; it should be widened for disadvantaged groups. Elitism has no place in a meritocratic society: HE places should be allocated solely on the student's ability to benefit.

Fourth, the funding system should be made more efficient, minimising default levels. Dearing should examine whether contributions could be most efficiently collected using the National Insurance system.

Any new system should not disadvantage students in longer courses such as medicine or architecture. There must also be a fair way of providing maintenance for part-time and postgraduate students.

Dearing should also examine how individual learning accounts - which we have proposed for employees through a `smartcard' system - might be used to develop new funding arrangements for further education and higher education. Students who had been in work before entering higher education would be able to use existing contributions made to their accounts to help cover maintenance costs.

A Learning Bank could act as a potential catalyst in securing public/private-sector funding partnerships. Dearing should consider the possibility of it being responsible for administering Individual Learning Accounts and absorbing the Student Loans Company.

Labour believes that to succeed in the new century, we must create a learning society. Participation in learning throughout life is becoming an experience for many and must become the norm.

Labour's paper, Lifelong Learning, is available from the Sales Office, Labour Party, John Smith House, 150 Walworth Road, London SE17. Price #6 ( #3 for Labour members).
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Blunkett scheme to save #1bn and boost numbers in higher education

Labour will abolish grants for 1.6 million students in higher education and replace them with loans repayable over 20 years at a saving of #1bn to the taxpayer under plans to be unveiled today by the party's Education spokesman, David Blunkett.

The scheme - coming a week after the row over the threat to child benefit for 16-to 18-year-olds in full time education - is likely to provoke an outcry from some Labour supporters, and will be seen as further evidence of the hard cutting edge being applied to Labour policies.

It follows a study of a similar scheme in Australia. Mr Blunkett will give a commitment that the loans will cover student maintenance, but not tuition fees, as called for by the vice-chancellors. The Labour education spokesman will commit the party to spending the additional funds on increasing the proportion going on to college or university from 30 per cent to 40 per cent by the turn of the century.

He will defend the "repayable grants" scheme on the ground that the present system of repaying loans over five years is more harsh. He will also deny it will hit the middle classes by pointing out that it will avoid families having to pay parental contributions, which can range from #800 to #2,500.

Mr Blunkett will stress that hard choices will have to be taken to increase the numbers going into higher education, but many of the controversial details will be handed to a review under Sir Ron Dearing, who advised the Government on the national curriculum. These will include the size of the loans, and the rate at which they should be repaid.

The Dearing review will also consider whether smart cards should be used for individual learning accounts, and proposals that they should be administered by a "learning bank" proposed in the Commission on Social Justice report.

Private money could be encouraged by Labour to finance the loans, and invest in capital schemes in universities.

A Labour source denied the repayable grants would amount to taxation. "If it were taxation, they would be repaying it through their working life and whether they had further education or not. This is not a student tax."

Students will be required to start repaying the loans when they start earning above a limit to be recommended by the Dearing committee.

Under existing plans, students can obtain #4,000 in grants and loans in London and up to #3,200 outside London for their upkeep. It is possible the Dearing committee will recommend an increase in the maintenance payments.

Labour also stressed that 47 per cent of those in higher education are mature students. A new higher education quality agency of laymen and academics will seek to ensure equality of standards across university degrees. The loans corporation, which has been criticised for its handling of student loans, will be reformed.

Another proposal for education, made yesterday by Lord Skidelsky, chairman of the Social Market Foundation, suggested that all parents of children aged between five and 16 should be given vouchers to spend in a privatised school system.

Vouchers are being piloted by the Government for under-fives' education and are being considered for post-16-year-olds. However, the former education adviser to the Government said the idea should be extended to pupils of compulsory school age and vouchers means-tested.

Lord Skidelsky said: "I would give all state schools the status of legally independent corporations, able to charge fees, just like universities. This would abolish at one stroke the legal distinction between state and private education, the class divide which is unique to this country."
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   Labour will abolish grants for 1.6m students in higher education and replace them with loans repayable over 20 years at a saving of #1bn to the taxpayer under plans to be unveiled today by David Blunkett, the Shadow Education Secretary. The scheme, in the middle of a row over plans to withdraw child benefit for 16-18 year olds in full time education, is likely to provoke an outcry from some Labour supporters, and will be seen as further evidence of the hard cutting edge being applied to Labour policies.

Mr Blunkett will give a commitment that the loans will cover student maintenance, but not tuition fees, as called for by the vice-chancellors. He will commit Labour to spending the additional funds on increasing the proportion going on to college or university from 30 per cent to 40 per cent by the turn of the century.

Mr Blunkett will stress that hard choices will have to be taken to increase the numbers going into higher education, but many of the controversial details will be handed to a review under Sir Ron Dearing. These will include the size of the loans, and the rate at which they should be repaid.

The Dearing review will also consider whether smart cards should be used for individual learning accounts, and proposals that they should be administered by a "learning bank" proposed in the Commission on Social Justice report. Private money could be encouraged by Labour to finance the loans, and invest in capital schemes in universities. Colin Brown.
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   Labour's plan for higher education loans is not as equitable as a graduate tax, says Yvette Cooper

Labour stuck its head above the higher education parapet yesterday - a brave thing for a political party to do. Everyone from the vice chancellors to the National Union of Students, from parents to politicians, agrees that the current system of funding post-compulsory education is an abysmal mess: there isn't enough cash to fund expansion, incentives for teenagers to stay on need to be improved, and the distribution of the taxpayers' subsidy is completely unfair.

But, up until now, politicians from the two main parties have prevaricated about advocating alternatives. After all, these are middle-class swing voters we are talking about. No politician with a university in the constituency will be at ease provoking student ire. And parents are sensitive too: supporting a teenager through to graduation is extremely expensive thing.

It is hardly surprising then that the Government arranged for Sir Ron Dearing's review of the funding of higher education to report after - not before - the general election. Given that David Blunkett could, like government ministers, have kept mum on the issue until then, he should be congratulated for setting out Labour's stall now in a submission for the Dearing commission to consider.

So far, David Blunkett accepts that the taxpayer should continue to fund higher education fees. But student maintenance is another matter entirely. In place of the existing mish-mash of parental contributions, means-tested grants and student loans, students would take out a new, improved, bigger-than-ever loan. It would be repaid over 20 years - possibly through the National Insurance system. Mature students could, perhaps, save towards their maintenance through Labour's individual learning accounts. Sir Ron is charged with making the system progressive - and in particular with ensuring that people on long courses, such as doctors, are not penalised.

Whether or not students should pay interest on the loans remains for Sir Ron to resolve. Labour hopes private finance could be mobilised to finance the loans (despite the Government's inability to get the private sector involved in the existing student loan scheme.)

Of course, Labour has left much still to be considered, but its broad outlines represent a dramatic step in the right direction. In an education system strapped for cash, politicians need to find new ways to fund the further expansion of universities, and other investment in human capital. Getting the students themselves to contribute is as good a means as any - even if the returns may take many years to accrue. The party claims #1bn could be liberated from paying student grants. But students would need to be paid their loan up front. Savings in the short term would depend on whether or not the private sector could be mobilised to finance the loans instead.

Labour's proposed reforms may encourage more teenagers to stay on; repaying a loan over 20 years is less daunting than over five - as the current student loans system demands. And anything that shifts the burden of finance away from parental contributions towards students themselves is a good thing; no teenager's decision should be affected by what their mum and dad can afford.

There is a progressive principle involved here, too. At the moment, the taxpayer invests most in educating those who will eventually become the highest earners, thanks to their qualifications. True, society and the economy benefit from having large numbers of graduates, but individuals also benefit. Graduates earn considerably more than their unqualified peers. Financial advantages continue through their lives because employers tend to train and promote those who have already been privileged in education.

It hardly seems fair that, today, a taxpaying, hard working 18-year-old effectively subsidises the higher education, and hence improved future earnings, of her more academic peers. Arguably, a really radical and progressive government would make students pay back some of their fees too, and use the money to expand vocational education instead.

But the big problem with a crude loan arrangement is that everyone has to pay back the same amount, despite the fact that the personal financial return people gain from education varies dramatically. The teacher on #20,000 a year has to pay back the same amount as the investment banker on #90,000. Sure, that teacher could pay the money back more slowly if she wanted too - but in the end she would still have contributed a much larger proportion of her life-time earnings than her more highly paid contemporaries.

There is an additional unfairness in all of this, namely that some of the most poorly paid graduates contribute most to the community, something the loan system does not take into account. For example, the benefits to the rest of society from educating the teacher are far greater than from educating on the investment banker, yet the loan system would treat them in the same way.

Labour is concerned about the fairness of the new funding arrangements that it has proposed and has asked Sir Ron Dearing to consider ways in which the repayments could be made progressive. One option might be to waive interest payments for the low paid. Alternatively the state could help pay back the loans of people going into key occupations that have a long training period such as doctors. Perhaps parents staying home bringing up children could also be excused some part of the repayment.

But all these arrangements seem unnecessarily complicated when compared with a simple alternative that Labour seems keen to rule out. It would be fairer to have a graduate tax (those squeamish about the word "tax" could call it an income-contingent-education contribution). Paid also through the National Insurance system, perhaps also for 20 years, this could be set at, say, 1-2 per cent of earnings, and it would be no more complicated to administer than loans.

This scheme would at least attempt to reflect the fact, albeit crudely, that graduates gain very different individual benefits from third-level education. People would pay money back in proportion to their earnings - investment bankers would pay more in total than teachers. And the children of rich parents who might otherwise have paid their loans off at once, would still have to contribute alongside those struggling to pay the whole bill themselves.

It all sounds very fair, and relatively easy to administer. So why is no one talking about it? It's easy to see why the politicians aren't happy with the idea - it sounds too much like a tax. But no one else seems to be embracing it either.

The hard truth is that in a climate in which people distrust the ways politicians and government bureaucrats spend their money, loan repayments appear to enjoy greater legitimacy than a graduate tax. Rather than paying more into a nebulous graduate tax fund run by faceless Treasury officials, individuals would have to pay for their own consumption. Students would know exactly what the money was spent on, in fact they could count the hangovers. As a result, the theory goes, it would be easier for us to accept our obligations to pay the money back. Loans encourage the idea that we must take personal responsibility for investing in our own education.

Every party is now moving towards the notion that we each have an individual contract with the state, and away from the idea that we must contribute without question, according to our ability to pay.

This is all very well. But it should not obscure the risks: under the loan system Labour advocates, fairness could be compromised. That is the price of giving the new arrangements legitimacy.
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Top earners must pay for reform, says Paddy Ashdown.

Fifty years after the formation of the welfare state, huge numbers of people in Britain are caught in a trap of unemployment, poverty and low skills. One in three children in Britain lives in poverty. A fifth of 21-year-olds in Britain are innumerate, a seventh illiterate. Almost 800,000 people in Britain have been out of work for more than a year.

Every community in Britain pays the price of poverty and deprivation in alienation and crime. Every taxpayer is helping to pay a #22bn bill to support people out of work a huge proportion of Britain's total #90bn welfare bill.

Furthermore, in an age of insecure employment, rapid job turnover and constantly changing employer needs, everyone's security depends on repeated opportunities to train and learn. We all have a vested interest in schemes that stop talent being wasted.

The best way to reduce unemployment and the welfare bill is to get the conditions right for sustained, job-creating economic growth. But we also have to make it easier for people to get back to work.

Today, the Liberal Democrats launch a new "Helping Hand" programme, integrating social security, employment and training policies, which are designed to break open the poverty trap, help people back to work, and give people the skills for success and security.

A new "citizen's service" would give young people, in particular, an opportunity to serve the community on environmental projects, housing renovation and other schemes. As the Prince's Trust Volunteers programme has proved, such schemes are extremely effective in encouraging a sense of responsibility and boosting self-esteem.

Everyone between 16 and 18 would be guaranteed at least two days a week of education and training as part of a wider expansion of learning opportunities. Beyond 18, the funding system would be restructured to turn a one-chance education system into a multi-chance system. Underpinning this would be new "individual learning accounts" to which government, employers and learners themselves would all contribute.

Early years learning for every three and four-year-old whose parents want it, combined with other measures to reduce the costs of childcare, would help to reduce the biggest barrier stopping many parents from taking up work.

But the most radical aspects of the "Helping Hand" programme lie in our proposals for tax and benefit reform. First, a single new "low income benefit" would replace the inefficient income support and in-work family credit benefits, so improving incentives and reducing administration costs. At present, complex rules and overlapping tapers of benefit withdrawal create a huge poverty trap between the two systems. Instead of withdrawing benefits pound for pound, as occurs as soon as someone works more than 16 hours a week, the "low income benefit" would be withdrawn at a rate of 70p for every pound (as with family credit). This would be the single most effective means of reducing the poverty trap, and could be paid for by savings of #500-#600m from clamping down on abuse of the profit-related pay scheme for tax avoidance.

Secondly, a new "benefit transfer programme" would allow anyone unemployed for more than a year to use his or her benefits as an employment subsidy. Employers would receive #150 a week in return for a full wage and guaranteed training. This would be reduced by #1.50 every week. This self-financing initiative would stimulate the economy, cut welfare costs and reduce long-term unemployment without stoking inflation.

Finally, by expanding the no-tax band, 750,000 people would be taken out of tax altogether, and 95.5% of taxpayers those earning less then #100,000 would benefit. This is by far the most effective way of improving incentives for people to take up low-paid jobs. This would be paid for by a new top rate of 50% on earnings above #100,000. This would affect 120,000 taxpayers and raise #1.1bn. This would still leave Britain's top rate of tax as low as Japan's (50% at #102,000) or Austria's (50% at #31,000), and lower than Germany's (53% at #27,000) and France's (57% at #27,000). There is no mass exodus of top earners from Germany, Austria or Japan, and there would not be from Britain either. The reality is that the biggest incentive problem in Britain is not at the top, it is at the bottom.

Why haven't these things been done already? Because British politics is becoming a crabbed and cautious place. Rational discussion of tax, for example, has become practically taboo. But look at the extent of unemployment and poverty, and at the shortage of skills, and one can see that Britain faces disaster unless we do something. The proposals I have outlined will help to reduce welfare costs and extend individual opportunity. Reforming the welfare system is one of the country's biggest challenges. This programme is just a start, but we have to start somewhere. If we have reached the point where it is impossible to propose sensible tax reform or even tax increases for specific purposes such as early years education then the problems will continue to grow. This is a time for courage.

The author is MP for Yeovil and leader of the Liberal Democrats.
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By GEORGE PARKER, Political staff. 

Mr Paddy Ashdown, the Liberal Democrat leader, will today set out a package of measures to help Britain's 'underclass', which he believes might be neglected by Labour at the next general election. 

Mr Ashdown fears Labour's pursuit of middle-class voters could result in the alienation of the poor, elderly and unemployed, and pave the way for the rise of the far right. 

The Liberal Democrats will today set out their 'helping hand' programme, designed to get unemployed people back to work and help people break free of the poverty trap. 

The programme includes a benefit transfer scheme, where employers would receive benefits as an employment subsidy of up to #150 a week in return for work and guaranteed training. The party will restate its intention to levy a 50% top rate of income tax on people earning more than #100,000 - the extra revenue would pay for 750,000 low-earners to be taken out of the tax system. 

The package includes a commitment to provide two days a week of education and training for everyone aged between 16 and 19, funded through individual learning accounts paid for by the individual, government and employers. 

Mr Ashdown, in an interview with the FT, said he did not want to pre-judge Labour's plans for tax and welfare reforms until the details were published. But he echoed the concerns of some in the Labour party, including Mr Robin Cook, the shadow foreign secretary, that the party could lose sight of the poor, elderly and unemployed in its desire to capture the centre ground. 

'What worries me is that the pursuit of middle-class voters must not result in a situation where the underclass are left out,' Mr Ashdown said. 'I greatly fear that if the next government fails the poor, there could be a rightwing backlash. I have seen it happen in France, and it is absolutely terrifying. 

'I would be very worried and angry if we don't give those people a voice at the next election. You don't expect the Tories to do so, but you do expect it from parties of progress.' 

Mr Ashdown and senior Liberal Democrat strategists are surprised at the extent to which Labour has moved to the right since the election of Mr Tony Blair as party leader. 

Mr Ashdown had feared that the Liberal Democrats would be squeezed by Labour on the centre-left, but he has watched with some relief as Mr Blair has taken his party on to traditionally rightwing battlegrounds. 

Labour's proposals for child curfews and Mr Blair's support of the government's hardline towards Europe over beef have allowed the Liberal Democrats to trumpet their commitments to civil liberties and the European Union. 

(c) The Financial Times Limited 1996.  
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Job insecurity, the changing structure of work and varied patterns of employment mean the concept of career cannot remain static. Nor can individuals

EVERYONE has a career. The term does not only apply to those dwindling sections of the community with orderly and progressive sequences of work experience. The well-being and productivity of all potentially economically active members of society depends on the recognition and servicing of their career needs and interests.

Careers, as the lifetime experience of individuals, and as paths through occupations and organisations, are undergoing profound change. The change stems from a wide range of revolutionary forces - affecting labour markets, employment structures, organisational practice and educational provision - developments which pose a significant challenge to policy and practice.

Although it has never been safe to make simple generalisations about what is happening to careers, or to say what pattern is "normal", today it is nigh impossible. More fragmented careers are, for instance, characteristic of women, technical specialists, people in small and medium sized organisations, and those in personal service organisations. But it is safe to say that substantial reform of the information, resourcing and guidance provision available is required to meet the needs of individuals, employers and society into the 21st century.

It is also clear that public debate about these matters has yet to take off and that policy-makers - whether in business, government or education - must grapple with the possible consequences for people's quality of life in a society being transformed by such changes.

The nature of careers has been affected radically by economic changes which have displaced large numbers of employees from old to new forms of employment, frequently leading to lower employment status for those whose skills are obsolete and who are unable to adapt to new businesses.

New technology has automated formerly labour intensive processes, improved communication and information, and led to the growth of new kinds of organisations, occupations and jobs.

Changes in business culture ranging from privatisation (with pressures for new forms of regulation) to changes in organisational practices, such as the refocusing around core business activities, have also affected careers.

Demographic and employment trends mean that many characteristics of the UK labour force as the 21st century opens will be different. The workforce will be older, better educated and possess more vocationally relevant qualifications, while the number of women in the labour market will continue to increase, of whom about half will work part-time.

Projections suggest more people will work for small employers and be self-employed and, while job opportunities will continue to expand at professional, managerial and technical levels, many other new jobs will be part-time, low-paid and of low status. Unemployment is projected to continue at present levels for the foreseeable future.

The changes taking place in employment and how work is organised will have far-reaching consequences for everyone - employers, organisations, education and training providers, career guidance agencies, trade unions, professional associations, and for charities and community groups in the voluntary sector.

Labour markets, too, will be affected by demographic trends and changes in education and employment patterns, factors which have an impact on individuals' working lives and their roles as parents, family members and citizens.

The net effect of all these changes is to increase the diversity of career patterns and experiences. Many will have more fragmented and mobile careers and, as a result, perceptions of career insecurity are likely to continue and to spread.

The future labour market will also be characterised by people making a larger number, and different sorts, of transitions during their working lives - from being in work to being unemployed, from full-time to part-time, from employment to self-employment, between occupations and sectors, and so on. How best to support and facilitate people in and through these transitions is a key issue for public debate.

What else should policy-makers be considering? The report concludes there is an urgent need for assistance for individuals to manage career transitions, through the development of national policies for lifelong access to guidance, to support lifelong career development for all.

Also needed is information at a national level about employment trends and factors affecting careers and, at a local level, provision of support for individuals in particular geographical areas and sections of the labour market. With provision of more opportunities for education, training and work experience, periods of unemployment should be used for skill development.

As a framework, educational and vocational qualifications and accreditation systems should be integrated and apply to all forms of learning while individual learning accounts (like a bank account to pay for training, with deposits from individuals, employers and other agencies) should be used to encourage individuals, employers and government to invest in learning.

Scrutiny is needed, too, of the role of so-called intermediary organisations which operate between individuals and employers - professional organisations, trade unions and employment agencies.

All of this has implications for specific groups as well as individuals. Employe rs, for instance, need to recognise that successfully promoting the free flow of skills within an organisation (internal information about vacancies, appointing on skill not age, flexibility about moves between part-time and full-time work) may offer greater rewards than an increased use of temporary and contract workers.

Such a solution may come from employers rethinking what sort of relationship they want with employees, encouraging people to take on projects and tasks which are developmental for them and for the organisation, and helping people to become aware of their potential and manage their careers.

If individuals are to take responsibility for their own career development then it is crucial they have access to independent, high quality advice and guidance (whether public or private) to be measured against explicit quality standards.

In the industrial era, the role of career guidance has been very limited. The destiny of individuals within education and employment has largely been determined by processes of selection, limiting guidance to fine-tuning the transition from one system to the other. That is why the services have been so heavily concentrated around the transition from full-time education to employment.

It has been a limited, marginal, low-status activity. Now, however, its role is moving centre stage. Concentrating guidance - and the resources available - at the entry-point to employment is no longer adaequate.

Careers are not based on single decision points, but on a long series of decisions made throughout people's lives. No single agancy can deliver what is needed.

For individuals to take responsibility for their career development, guidance is critical in three respects: to help individuals clarify and articulate their aspirations; to ensure people make informed decisions in relation to the needs of the labour market; and to empower individuals in negotiations with employers and others who may buy their services.

For most adults, however, there is no such provision. Instead there is a patchwork of public guidance services, mostly without any continuity of funding, plus the Employment Service, in which guidance is confusingly linked to punitive tests of benefit entitlement for the unemployed. The most urgent policy need is a national strategy for guidance for adults.

The common sense proposition that people are best advised to choose work which fits their skills, interests and values can too readily be construed as matching a static self to a static world when both are changing. Maintaining employability and obtaining work which extends rather than reflects occupational and personal identity are as, if not more important, than finding a match.

But no amount of keeping skills up-to-date can compensate an individual who cannot be self-managing. Being able to tolerate or even welcome uncertainty is useful, and flexibility is important, as is monitoring changes that one cannot influence rather than ignoring them.

Individuals should also recognise that their employability can be enhanced through activities which may be classed as leisure. Periods outside paid work may be times when individuals can develop technical and interpersonal skills.

Further research is needed to develop a greater understanding of the impact of skills development, employment and labour market trends on careers and to establish the most effective ways to deliver labour market and employment information to individuals and employers.

For many adults the development and evaluation of innovative career guidance and counselling is urgent, as is an investigation of the social and economic impact of career guidance and evaluating the effectiveness of any interventions aimed at career development for all those in education and employment.

The need now is for a public debate about how to fund support for careers and learning. That debate must also tackle the extent to which initiatives should be regarded as a social responsibility and an integral part of the economic infrastructure essential for economic success into the 21st century, or the responsibility of individuals or employers.

Rapid change offers a threat and an opportunity. The opportunity is continued skill enhancement but the threat is obsolescence. It is the youngest and smartest to whom reskilling opportunities mainly fall. For the rest, premature obsolescence with little expectation of alternatives is more likely.

The debate is not a side issue. The profound changes to careers have wider implications - such as exclusion from the labour force - which threaten social cohesion.

This is an edited extract from Managing Careers In 2000 And Beyond, a report prepared jointly by the Institute for Employment Studies (telephone 01273 686751) and the Careers Research and Advisory Centre, with funding from the Economic and Social Research Council by C Jackson, J Arnold, N Nicholson and A G Watts. Copies available from BEBC Distribution, PO Box 1496, Poole, Dorset BH12 3YD, telephone 01202 715555.
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TONY BLAIR presented a draft manifesto stripped of spending commitments yesterday in an attempt to reassure the electorate that it is now safe to vote Labour.

The only pledge on resources is to transfer #100million from NHS bureaucracy to spend on 100,000 operations to cut hospital waiting-lists.

The 40-page glossy document, New Labour, New Life for Britain, has Mr Blair's personal authority stamped all over it and is a far cry from the 1992 manifesto. Costly promises have been replaced by modest commitments intended to reassure the Middle England voter that Labour will make a difference to them but not at their expense.

Five pledges for the first Parliament of a Labour government appear on two million "credit cards" to be distributed to households in marginal seats. Labour promises to cut hospital waiting-lists and also to cut class sizes for infants to 30 by using money from the Assisted Places Scheme. A third pledge is to bring persistent young offenders to court in half the time it takes at present.

The card promises that 250,000 people under 25 will be moved off benefit and into work. Labour says it will use #1billion from a windfall tax on privatised utilities to fund this in a first year, but no figure appears in the document.

Under-25s who have been out of work for six months will be given four options for jobs or training. If they refuse, their benefit will be docked.

Labour promises tight rules on government spending and borrowing; to ensure low inflation; to strengthen the economy; and to keep interest rates as low as possible.

The full document, to be put to the party conference in the autumn and then to a ballot of the party's 370,000 members, contains ideas that are more radical. Labour's most ambitious plans are in the area of constitutional reform.

Referendums are promised on setting up a Scottish parliament, a Welsh assembly, and a London strategic authority. The paper avoids a pledge on a tax-varying Scottish parliament, describing it instead as "law-making".

The document also repeats the late John Smith's pledge of a referendum on electoral reform, although Mr Blair has indicated that he personally will campaign to keep the first-past-the-post system for electing MPs.

In 1992 the party pledged to abolish the House of Lords and replace it with an elected second chamber. The draft manifesto confirms that Labour would remove the right of hereditary peers to sit or vote in the House of Lords, adding that it would consult on further reforms.

Mr Blair says that he supports the idea of elected mayors with executive powers in main cities but the document merely says that the idea would be "explored" through pilot projects.

On local authority finance, the paper says that "crude council-tax capping should go" but reserve powers would be retained for extreme cases. Compulsory competitive tendering would end, but councils would have to obtain the "best value for local residents".

At the 1992 election Labour proposed increasing the top rate of income tax to 50p and lifting the National Insurance contribution ceiling, which would have hit all those earning over #22,000 and in effect would have raised the top rate to 59%.

The new document gives no income tax rates, but says there will be no return to "penal tax rates" and that "we would like to reduce taxes for ordinary families". Mr Blair and Gordon Brown, the Shadow Chancellor, say they have no plans for a new top rate of income tax, but the document does not rule one out. Aides said that Mr Brown still hoped to cut VAT on fuel to 5% and introduce a starting rate for income tax of 10%.

Ministers would be asked to find savings before they spend. Labour would borrow only to invest and not to fund current expenditure.

The party has dropped its 1992 pledge to increase child benefit and raise the state pension by #5 and #8 for single pensioners and couples respectively. Mr Brown expects to save more than #650m by scrapping child benefit for those aged 16 to 18, but it has not yet been decided how it will be spent, so this has been excluded from the paper.

The party has also abandoned a commitment to raise pensions in line with earnings rather than prices, and offers no extra help for poorer pensioners other than making it easier for them to claim their present entitlement. The paper contains a promise to cut welfare spending in real terms by creating jobs and transferring the money to spend on education.

On the railways, Labour hedges its bets. "We will create a publicly owned, publicly accountable railway system as economic circumstances and the priorities of transport policy allow," the document says.

Opposition to grant-maintained schools is dropped and there is reassurance for the existing grammar schools. Labour wants a system to recognise the different abilities of children within comprehensive schooling. "The future of remaining grammar schools is up to the parents affected. We will not close good schools."

The paper says that university students should contribute to the cost of their accommodation but does not specify the level.

The provision of a nursery place for all three and four-year-olds remains the aim, but no specific pledge is given. "We will use the money to guarantee places for four-year-olds and start the expansion of provision for three-year-olds."

The Tories' legislation on trade union ballots, picketing and industrial action will remain. A minimum wage will be determined according to economic circumstances.

A previous proposal for a compulsory training levy, requiring employers to contribute up to 2% of their payroll costs to training, has been replaced with plans for individual learning accounts attracting tax relief.

The paper is pro-European in tone but emphasises that the party would only take Britain into a single currency if it was convinced that economic circumstances favoured the move. "We will therefore reserve our options on it." The people would be consulted through a general election or a referendum.

MAIN CHANGES SINCE 1992

Abandoned pledges

Cash increases for child benefit and state pensions

Spending #1bn more on the NHS and restoring free eye tests and free dental checks

A new top rate of tax at 50% plus lifting the ceiling of National Insurance contributions

A compulsory training levy for employers

The commitment to public ownership in Clause Four

New pledges

Cutting social security spending in real terms to spend on education

Spending of #100m on cutting health service waiting lists

Aim to cut tax for ordinary families

Tax incentives to encourage employees and employers to train

Bringing railways into public ownership when transport policy allows it

(c) Times Newspapers Ltd, 1996.
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CBI leaders strove to maintain political neutrality yesterday as they published an even-handed shopping list of policies proposed by business in the run-up to the general election.

Though the manifesto, Prospering in the Global Economy, does not specifically set out the CBI's declared neutral stance, leaders insisted this was implicit throughout.

The main proposals include:

Pro-Conservative: oppose a minimum wage; maintain social chapter opt-out; oppose stakeholder changes to corporate governance; support lower business taxes.

Pro-Labour: seek greater independence for Bank of England; committed partner in Europe; long-term investment; training through individual learning accounts.

Common: stable macro-economic policy; low inflation; low borrowing; no penal personal taxes; options open on monetary union; importance of education and training; pay related to performance; improve competitiveness.

Sir Colin Marshall, British Airways chairman, said: "We are not going to take political sides to the extent that you see here criticisms of both the Government and the Labour Party, in terms of the policies they are putting forward."

The CBI document calls for higher levels of investment and growth in the British economy, maintainance of a clear inflation target and a commitment from the main parties to hold public spending at or below 40% of GDP.

On economic and monetary union, the CBI says that any emergence of an "inner core" of EU member states committed to early Emu should not be allowed to undermine the single market.

(c) Times Newspapers Ltd, 1996.
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Labour will today announce proposals to introduce league tables showing the willingness of companies to introduce new training schemes for employees. 

The plans, to be outlined by Mr Stephen Byers, shadow education and employment minister, will cover issues such as: 

* the amount spent per employee on training 

* the percentage of employees taking part in training programmes 

* the amount invested in individual learning accounts and the number of employees opening individual learning accounts 

* the number and percentage of employees gaining recognised qualifications. 

Mr Byers, speaking at a teachers' conference in Birmingham, will propose that the top FTSE-100 firms, which employ 3.5m people, be included in the list. 

Labour has made it clear that companies will have to give detailed information about training in their annual reports. 

Training, especially as part of a strategy to reduce youth unemployment, has emerged as an important plank in Labour's election platform. 

It has dropped the idea of a training levy but may encourage the private sector to take training more seriously. 

At the heart of its proposals is the creation of individual learning accounts, with contributions from both employers and staff. 

Labour, having criticised the concept of performance charts introduced by the government for schools, NHS waiting lists and other services, is now seeking to broaden the idea. 

Mr Byers said last night: "For the government to compile league tables for training will place no extra burden on an individual company." He added: "There is merit in disclosure and the exposure of a company's record on training to public scrutiny." 
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Gordon Brown dismisses Roy Hattersley's dream of 'equality of outcome' as a nice idea in theory, but of no practical value to a new Labour government

I WAS brought up in Scotland in the 1950s and 1960s to believe in a Britain where a commitment to equality reflected our passion for social justice.

Now in 1996 we live in a Britain where inequality is growing faster than ever before on a scale undreamt of when the welfare state was created in 1945. To take just one example of this pervasive inequality: children of parents doing manual work, with low-level qualifications identical to those of children of professional parents, are only half as likely to stay on at school and one third as likely to obtain jobs in professional occupations. So, as both Roy Hattersley (Balance of power, July 25) and I have said, we must restore equality to its rightful place in the socialist trinity of values, alongside liberty and solidarity.

We agree about the importance of equality and a classless society. But where we part company is on Roy's insistence on equality of outcome, a goal which even he himself admits can never be achieved. Socialism, Roy, must stand well clear of impossibilism. Our aim is genuine equality of opportunity for all - and to make that happen will be the central goal of the next Labour government.

The current condition of Britain cries out for change. We live in a country in which ambition is crushed by avoidable poverty where we have seen wage-inequality widening faster than anywhere in Europe and where there is a real risk of an underclass. A Labour government will not tolerate growing inequality and social division. That is why the goal of equality - and the need for us to act together to make it a reality - is now the central dividing line in politics.

In the past, Labour made equality the issue because we were passionately committed to social justice. Equality is more important than ever today. For now in the 1990s in the new economy, equality of opportunity is also the key to economic prosperity. Why? Because we are in a fast-changing information-based economy dominated by the importance of knowledge, the skills of people and their ability to adapt. Indeed, the defining characteristic of economy is less an individual's ability to gain access to capital and far more his or her ability to gain access to knowledge and to use it creatively.

In the years after 1979, the new right argued that economic progress depended upon liberty, which itself meant the pursuit of inequality. Now increasingly people see the converse as true, that liberty, equality of opportunity and prosperity are mutually reinforcing. Indeed, the more opportunity there is, and the wider it is distributed, the more liberty is enhanced. As I said in the John Smith memorial lecture, all roads to economic prosperity now pass through equality. But we must be clear what we mean by equality. In contrast to Roy Hattersley's unattainable version of equality of outcome, I propose a maximalist version of equality of opportunity which is both desirable and possible.

A maximalist equality of opportunity is not the old-style equality of opportunity, the one-off, pass-fail educational chance until 16 at school that if lost means a lifetime of failure. The equality of opportunity I support is recurrent, lifelong and comprehensive: political, cultural, social and economic opportunities for all, with an obligation on Government to pursue them relentlessly.

So by maximising equality of opportunity I mean not only tackling entrenched interests that deny people opportunity - from the House of Lords to the monopoly pricing by the utilities, and elitist barriers to our culture - and providing lifelong education, but also a responsibility on government to create employment opportunities for all and tackle the root causes of modern poverty and inequality. A maximalist equality of opportunity takes us further than the formal opening of doors to the conditions which are needed to make opportunity real. It must offer, as Tawney rightly said, far more than a reluctant invitation to dinner in the knowledge circumstances will prevent people from attending.

If a child misses out at the start of life because of a shortage of nursery school places, that is not equal opportunity. And we have an obligation to make nursery education accessible to all. If a young person leaves school at 16 because of family-income pressures and has no chance of further education or training, that is not equal opportunity. And we must act. If someone loses their job or reaches a glass ceiling at work and has no chance to acquire new work or skills, that is not equal opportunity either.

There is another reason for choosing equality of opportunity in preference to Hattersley's equality of outcome. It is because we want to address the root causes of inequality and poverty and provide a principle around which a modern economy can be organised - something the proponents of equality of outcome cannot meaningfully do. For too long we have relied on the tax and benefit system to compensate people for their poverty rather than doing something more fundamental - tackling the root causes of poverty and inequality - by creating employment, educational and economic opportunities that help move people out of poverty.

Every major academic study shows that increasingly unemployment and low pay are caused by the unequal access to knowledge and skills. To talk simply of more spending and more taxes is to concentrate on compensating the poor for the consequences of inequality, when the challenge is far more fundamental. It is to deal with its causes - unemployment and low skills.

Our concept of making lifelong opportunities for learning really comes alive with the new University for Industry and Individual Learning Accounts for everyone. It means every young person and not just an elite should have education after 16, should have a qualification and skills and should have work. Creating educational and employment opportunities go hand in hand. No adult should be denied employment for months on end without being offered retraining or work, particularly women who are too often denied child-care and prevented from enjoying a second chance in education and securing the jobs they need.

So when Roy Hattersley asks whether we will do more for a millionaire than for his unemployed constituent the answer is clear. Indeed, our windfall levy on the unfair profits of the utilities is expressly designed to create a fair deal for the unemployed. At best Roy can offer compensation for the failure of government to act at a fundamental level. Instead, we offer the chance of ending poverty by tackling its causes.

Roy Hattersley's equality of outcome would not only leave the causes of poverty unaddressed but requires a prescribed, centralist imposition of outcomes, pays little regard to effort or desert and would threaten a state where opportunities are not provided but imposed. And it would not even be seen as fair. It would force people to be something they are not, when the real task is to help people make the most of what they are.

Our task, taking a belief in equality most people share and strengthening it into a powerful political principle, is to make it possible for everyone to realise their potential to the full. It is to bridge the gap between what they are and what they have it in themselves to become.

Gordon Brown is shadow Chancellor of the Exchequer and Labour MP for Dunfermline East.
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From the General Secretary of the Manufacturing, Science and Finance Union

Sir, It hardly comes as a great sur prise that Lord Hanson won't be bet ting on Labour ("Why I can't do busi ness with Blair", September 10), but I would have expected a slightly more informed piece than the mishmash of tired sloganising we were treated to.

Nothing is more revealing - or in deed depressing - than Lord Hanson's comment that Labour's plan to invest in education and training would be taking "yet more cash from the productive sector of the economy". With attitudes like that, it is no won der we have such a poor record on skills development compared with our international competitors.

Labour's plans, announced in its draft manifesto (reports and leading article, July 5), for a University for In dustry to enhance workplace skills and for "individual learning accounts" to meet the cost of training would help to tackle this central weak ness in our economy; but it will take commitment by employers, backed up by investment, to make them happen.

When Labour is in government, will Lord Hanson contribute to his employees' individual learning accounts? And will he support them if they wish to study with the University for Industry?

In short, will he "do the business" on training?

Yours faithfully,

ROGER LYONS,

General Secretary, MSF,

MSF Centre,

33-37 Moreland Street, EC1.

September 10.

(c) Times Newspapers Ltd, 1996.
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From Mr David Blunkett MP. 

Sir, Your editorial ("New Labour, new dither", September 12) and analysis ("Human error may lurk behind Labour's union fiasco") of Labour's industrial relations proposals maintain that they were lacking in substance and cohesion.<To win, of course, we must attract the support of as many voters as possible, but to suggest that we would sacrifice principles in this endeavour is entirely without foundation. The reason why Tony Blair and I have put forward these ideas is because we believe in them. They offer a practical way of facing up to the challenges of the modern world. 

John Kampfner suggests there was confusion on the proposals. The reality is somewhat different. Our position - as set out in my speech and article, and in a range of broadcast interviews - was unchanged throughout the week. There has certainly been no confusion on my part between compulsory and binding arbitration. There are two major new proposals. 

First, we want more binding arbitration, as part of voluntary agreements between employers and unions. Differing interpretations could then be settled without strike action. Had such an approach been agreed between London Underground and the Tube unions last year, then we might have avoided this summer's disruption. 

Second, I proposed that where an employer made a significant new offer during a dispute,that members could have a new ballot. When asked whether this required legislation, I indicated that ideally we would like to do it as part of our proposals for strengthening Acas, but that legislation could not be ruled out for ever. That point was consistent with what Tony Blair said later. We have indicated that it would be sensible for such a ballot to take place in the postal dispute before any further strikes. 

Labour's employment policy recognises the need for fairness, not favours. That is why the level of the minimum wage will be decided by a low pay commission, bringing together employers and unions. 

It is why our proposals on minimum standards in the workplace recognise the realities of today's labour market. And it is why our in-work training proposals - individual learning accounts, an extension of Investors in People and a new university for industry - are targeted at the needs of individuals and the growing small business sector. 

We recognise that we must govern in the interests of the whole nation. These proposals will be a part of a consultation with unions, employers and the consumers of public services. 

They show that Labour is finding positive ways of preparing our country for the challenges of the 21st century. 

David Blunkett, shadow secretary of state for education and employment, House of Commons, London SW1A 0AA 
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POLITICS. Coming to a town near you before next June. Yes, a general election is nigh, which means promises from would-be MPs you probably won't see again for five years.

Now, however, is the time for students to influence not only political manifestos but also the Government's review of higher education, chaired by Sir Ron Dearing, the Chancellor of Nottingham University.

The student movement itself is divided on the main issue: funding. The majority, New Solutions, which won the day at the last NUS conference, opposes course fees but favours fair loans. A vociferous minority, Campaign for Free Education, believes grants should be restored to 1979 levels. NUS Voter Registration Day is on October 10 and NUS No Fees Day is on November 5. CFE plans a demo in London on November 20.

Here's where the main political parties stand:

* DAVID BLUNKETT, Labour's education spokesman, supported the setting-up of the Dearing review. Labour opposes tuition fees and proposes student loans for maintenance, linked to earnings, paid back over 20 years rather than five at present. It wants degrees to have a greater vocational content. Students should have their own learning accounts at a central learning bank, which they can use at any age.

* GILLIAN SHEPHARD, the Education and Employment Secretary, set up the Dearing review to address key issues, including: how should higher education be funded and have standards slipped? The committee will report after the election. As Vice-Chancellors noticed, that will allow Mrs Shephard to avoid spelling out the Conservatives' own plans before then. But she has said she opposes tuition fees.

* DON FOSTER, Liberal Democrat education spokesman, says the party would invest #2bn more in education, funded by an extra penny on income tax. The money would be mainly for nursery education and schools, but the party plans to give all students over 18 equal support. Students would pay for maintenance by borrowing from individual learning accounts, paying back through income-contingent loans.

(c) Times Newspapers Ltd, 1996.
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AS Labour's party conference gets under way, the battle for entrepreneurial votes continues.

Policies announced by the Opposition include:

a statutory right to charge interest on commercial debts owed by larger companies;

help for smaller firms to participate in the Investors in People programme;

a #60 a week tax rebate for smaller companies taking on a long-term unemployed person under 25;

the minimum wage;

spending of #150m on individual learning accounts, targeting the self-employed and managers of small firms;

the creation of an Enterprise Zone on the Internet;

regional development agencies to work with venture capitalists to secure long-term financing;

review of the loan guarantee scheme to ensure that high technology start-up companies benefit;

Business Links to keep registers of mentors available to start-up and small firms.
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Labour yesterday launched its most expensive advertising campaign yet in an attempt to capitalise on the troubled start to the government's pre-election legislative programme. 

The "Enough is Enough" drive, costing #1.2m, is the latest stage in a strategy to portray the Conservatives as "sleazy" and bereft of ideas after 17 years in office. 

Officials said most of the money was provided by Mr Matthew Harding, the vice-chairman of Chelsea football club who died in a helicopter last week. 

Mr Harding recently pledged #1m for Labour, the biggest financial contribution to the party by an individual entrepreneur. 

The Labour leadership, buoyed by the latest opinion poll which showed a 28-point lead over the Tories, will on Monday announce results of a postal and telephone ballot of its 400,000 party members on its preliminary manifesto, New Labour - New Life for Britain. 

Mr John Prescott, deputy leader, predicted a turnout of more than 50%. The Conservatives are likely to suggest that the figure falls short of an overwhelming grass roots endorsement of Mr Tony Blair's modernisation project.<The number of members voting against the programme is expected to be minimal. 

Mr Prescott, playing down expectations, said: "The average poll in these things is about 40%. We're certainly looking for that, and we would be very happy to receive that, but we're looking for a higher poll." 

Senior Labour figures described the opinion poll in The Times yesterday, which put Labour at 56% against 28 for the Tories, as "at the top end of credibility". Party strategists had been worried by a previous survey suggesting the lead had fallen to 14 points. Internal party polling puts the margin roughly midway between the two. 

Launching the poster campaign, Mr Prescott renewed Labour's call for an immediate general election. He likened the past week - which has seen sudden addition into the government's programme of bills on paedophiles and stalkers, a dispute between the prime minister and his education secretary on caning, and reluctance to agree to a total ban on handguns and combat knives - to "a Whitehall farce". 

Mrs Ann Taylor, shadow leader of the house, described as "misplaced, irritating and offensive" portrayals of Labour "in the same moral category as the Tories". She said Labour had been seeking to ban the sale of knives to juveniles and to place stricter control on possession and use of firearms since 1988. 

Mr Gordon Brown, shadow chancellor, said Britain had fallen behind several EU member states, and was now ninth out of 15 in terms of national income per head. 

Mr Brown said he and Mr David Blunkett, shadow education and employment secretary, would shortly detail further proposals for a University for Industry and individual learning accounts - part of a pledge of greater emphasis on job training. 
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Launching the poster campaign, Mr Prescott renewed Labour's call for an immediate general election. He likened the past week - which has seen sudden addition into the government's programme of bills on paedophiles and stalkers, a dispute between the prime minister and his education secretary on caning, and reluctance to agree to a total ban on handguns and combat knives - to "a Whitehall farce". 

Mrs Ann Taylor, shadow leader of the house, described as "misplaced, irritating and offensive" portrayals of Labour "in the same moral category as the Tories". She said Labour had been seeking to ban the sale of knives to juveniles and to place stricter control on possession and use of firearms since 1988. 

Mr Gordon Brown, shadow chancellor, said Britain had fallen behind several EU member states, and was now ninth out of 15 in terms of national income per head. 

Mr Brown said he and Mr David Blunkett, shadow education and employment secretary, would shortly detail further proposals for a University for Industry and individual learning accounts - part of a pledge of greater emphasis on job training. 
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David Blunkett explains the party's scheme for tackling unemployment. 

This week's unemployment figures showed that 740,000 adults have been out of work for over a year - 400,000 of whom have been jobless for over two years. The personal and economic cost of their unemployment is enormous. That is why Labour is today launching its proposals to enable them to get back to work. 

Labour has already proposed four options to get 250,000 young people unemployed for over six months off benefit and into work. We have also set out measures to give those in work the skills they need to adapt to a rapidly changing labour market - individual learning accounts, the new university for industry and an extension of investors in people to include many more small businesses. 

It costs the taxpayer #9,000 per year to keep somebody unemployed - adding up to #6bn per year for the long-term unemployed. But this group often lacks skills, have lost the habit of work, and can see few jobs which they believe they stand a chance of obtaining. 

The government's constantly shifting schemes - including Project Work, extended last week despite getting only one in 10 back to work - have failed to reduce the long-term figures significantly. 

The Centre for Local Economic Strategies has put forward proposals earlier this year on how intermediate labour markets could help move people from dependency into work. 

In Glasgow and Derby, such projects engage the long-term jobless in socially valuable work helping to regenerate local communities. 

But we must do more if we are to tackle the problem earlier. We can use the money currently spent on benefits more effectively, together with what is being spent on existing schemes and what is available from Europe. 

We will develop a personal back-to-work account of each individual out of work for over a year, representing the cost of their benefits and training over a fixed period of at least six months to move them off benefit and into work. 

That account, which will start with pilots, would be spent in three ways: on a new Neighbourhood Match job and training in a local regeneration project; on a Learning for Work educational programme; or on starting a small business. 

Neighbourhood Match would have particular value in areas of high unemployment, not least the 29 local authority districts in which one third of all the long-term unemployed are concentrated. 

Work would meet specific local needs. Participants would be offered job experience together with education and training. 

Delivered through local partnerships, the programme would provide opportunities in the voluntary, public and private sectors in the fields of health, education and the environment - developing a new social economy. 

New educational opportunities would ensure that people gained the skills they needed to gain jobs. 

Many of the long-term unemployed have been in traditional industries which closed - they may need the chance to gain skills appropriate to working in the newer industries or setting up their own business. 

People could also use their account to help set up a small business - and potentially create new jobs. This option would be supported by experienced business mentors to help people acquire skills and to assess markets. The approach of the Princes Youth Business Trust is one on which we can build. 

These three opportunities represent a marked change in direction from the Conservative government's unfocused schemes. By giving the individual the personal responsibility to decide how their account can best be used, our programme will give people real motivation to move off benefit into work. 

If people are still out of work for two years or more, we will also offer employers a #75 subsidy for six months. This would be funded from the windfall levy on the excess profits of the privatised utilities and would offer a stronger incentive for employers than the Workstart programme currently operating, but the offer of an incentive has been an important influence on employers in taking on unemployed people. 

To ensure a balance within the programmes, and to ensure that private and public enterprise can work closely together, we do need to break down the "bamboo walls" between agencies, departments and sectors of the economy. 

New Employment Zones will combine available resources - including from the Benefits Agency - to support personal work accounts locally. The Leeds Job Placement scheme brings together all the relevant agencies locally to develop this idea. 

Our programme will tackle the endemic problem of long-term unemployment whilst at the same time helping to prevent its re-occurrence. This will be a major challenge for a new government approaching the new millennium. 

The author is the shadow education and employment secretary. 
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The author is the shadow education and employment secretary. 
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Many of the long-term unemployed have been in traditional industries which closed - they may need the chance to gain skills appropriate to working in the newer industries or setting up their own business. 

People could also use their account to help set up a small business - and potentially create new jobs. This option would be supported by experienced business mentors to help people acquire skills and to assess markets. The approach of the Princes Youth Business Trust is one on which we can build. 

These three opportunities represent a marked change in direction from the Conservative government's unfocused schemes. By giving the individual the personal responsibility to decide how their account can best be used, our programme will give people real motivation to move off benefit into work. 
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To ensure a balance within the programmes, and to ensure that private and public enterprise can work closely together, we do need to break down the "bamboo walls" between agencies, departments and sectors of the economy. 
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Our programme will tackle the endemic problem of long-term unemployment whilst at the same time helping to prevent its re-occurrence. This will be a major challenge for a new government approaching the new millennium. 

The author is the shadow education and employment secretary. 
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After a week of tax arguments, Labour's agenda for social and economic advancement is outlined by Tony Blair

NO ONE can now doubt that the general election campaign is effectively under way. Having tried and failed to fight on the issue of the moral fabric of society, the Conservatives this week joined battle on the economy by alleging that a Labour government would result in massive hikes in taxation as a result of profligate spending.

The task for Labour between now and the election is not just to destroy that argument point by point but to put forward its own coherent economic case, showing how the Tories have failed and how Labour can build lasting prosperity.

The reaction to the launch of the Conservative Party's invented claims about Labour's tax and spending plans has ranged from the honesty of one Conservative spokesman who admitted that the operation did not work "factually", to the less polite derision from objective commentators.

This failure to convince is the result of four factors. First, Labour has changed the argument on taxation. We have rejected the idea that higher tax is an end in itself, but recognise that tax cannot be divorced from the state of the economy. High tax is not a virility symbol of the Left and we have rejected the intellectually lazy idea that whatever the levels of tax spend and borrowing under the Tories, they must automatically be higher under Labour.

Of course, Labour would like to give a higher priority to education and our health service. But there are many areas we would like to spend less on - health bureaucrats, the costs of unemployment and crime.

Second, as a result of our new approach we have not made commitments to greater spending years before we are in a position to assess what the country can afford. In 1992 Labour was saddled with spending commitments made four years before the election. People were left not grateful for the benefit largesse that we promised to distribute, but scared about how we would pay for it. This time around, where we have made spending commitments we have shown exactly how they can be funded.

Third, we are more determined to counter every Tory lie, quickly and effectively. In the past we wrongly assumed that figures that obviously lacked any credibility would have no public impact, even if left unchallenged. This time we are taking no such chances. Each of the 89 claims of extra unfunded spending was destroyed by 3pm on the day they were made.

Fourth, and the overwhelming reason why the Conservative attack is less likely to hit home is the Tories' own credibility on taxation. Whatever the Chancellor does on Tuesday, people will be paying more tax at the time of the 1997 general election than in 1992. The Tories have put up taxes 22 times, at a cost to the typical family of #2,000 by the time of the next election. This has not been to fund generosity to those most in need; government spending is now skewed towards picking up the costs of economic failure, rather than investing for the future.

Our case is that neither state control nor unbridled laissez faire can deliver economic success today. There are new dividing lines in the debate: between Labour which sees the route to competitiveness as investment in skills and technology, and the Conservatives who are pursuing a doomed attempt to compete on the basis of a low-wage, low-skill economy.

Between Labour which sees fiscal prudence and stability as a necessary precondition for growth, and the Conservatives who have pursued a policy of boom and bust over the last 17 years.

Between Labour which sees an economic imperative in fighting growing inequality, and the Conservatives who do not.

Between Labour which sees positive engagement in Europe as fundamental to our economic success, and the Conservatives who talk more and more of withdrawal.

It was for a long time popular perception that Labour was the party of social policy, and the Conservatives the party of economic policy. In part the Left encouraged this view. Tony Crosland's The Future Of Socialism argued that rapid economic growth and changes in the distribution of economic power meant that socialists should focus on distribution of the cake, not expansion of its size.

THIS separation of economic and social policy is a dangerous fallacy. It is not just that our social aims depend on the success of an economic policy designed to benefit the many and not just the few, but also that the Conservatives have shown themselves to be monumentally incompetent and unjust in their management of the economy.

Seventeen years of Conservative government have left us ill-equipped for a new economic world of intense global competition. We are 42nd in the world skills league. We are 11th out of 15 for inflation, 11th out of 15 for interest rates which are now going up, 11th out of 15 for job creation, and our annual growth rate since 1979 has been the slowest of any major European country.

Our tests for Tuesday's budget are these:

* We cannot compromise the need for macroeconomic stability. Low inflation and low interest rates combine to encourage investment that is the only route to lasting prosperity, and they require prudent management of public finances. We are committed to the "golden rule" - borrowing only to invest over the cycle.

* We must equip ourselves for the future by investing in the things that power growth - skills, technology, infrastructure, research - either by government action directly, through our proposed Individual Learning Accounts, or by using public-private partnerships to support investment.

* We must tackle inequality which is itself a major cause of slow growth. Moving people from welfare to work is an economic as well as a social priority. We have pledged to use the proceeds of a windfall levy on the excess profits of the privatised utilities to get 250,000 young people back to work. Combined with a national minimum wage, designed to make work pay, and our long-term tax objective of a new lower starting rate of tax of 15p or 10p (to replace the Tories' objective of abolishing capital gains and inheritance tax at a cost of #4.6bn), we can start to tackle the poverty traps the Tories have created.

* Finally, we want to see a new drive for fairness in government policy. If money is available for tax cuts, let it be used for the 15 or 10p rate, or to cut VAT on fuel. VAT was doubled in 1979 and extended to fuel at 17.5% (until Labour won a vote to cut it in 1994). If the Tories do not cut VAT on fuel to 5%, that policy will be in our election manifesto.

Labour's economic strategy is designed to do what is right for the country if we win power. But it is also designed to avoid the political mistakes that will be ruthlessly exploited if we make them.

Some people say that our approach is timid. I ask them: surely you cannot believ e the Tories are spending #300bn in the way it should be spent. We have always said that after the Tories' last budget, and in time for the election, we will set out any tax plans that we have.

The first rule of politics should be to promise only what you can deliver. We are committed to the minimum wage, constitutional reform (including House of Lords reform), replacement of the nursery voucher programme, supporting Europe and the social chapter, new targets for environmental improvement, replacement of the internal market in the NHS, crime prevention measures supported this week by the Audit Commission, and a housing programme led by the phased release of capital receipts. Is that not a vision worth fighting for? And does it not offer a new course for British politics?

Everything suggests that these are the dying days of a bankrupt regime. For more than a year, the whole of government business has been laying traps for Labour. They have nothing to say on the big issues that face us. Yet they are a formidable fighting machine. Our response has to be canny as well as principled, effective as well as strikingly presented. That is what it will be.

Details of Labour business university to be spelt out.

By Philip Bassett, Industrial Editor.
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DETAILS of Labour's planned University for Industry (UfI) will be set out tomorrow. The party wants a business-based approach to lifetime learning and universal opportunities for continuing training.

The scheme has been worked out in close consultation with Gordon Brown, the Shadow Chancellor, who first proposed it. The party wants to show that a UfI would be more than a vague concept with little practical application.

Labour leaders see the UfI as a parallel move to the establishment in the 1960s of the Open University - an initiative that captured the public imagination and commanded considerable support.

While the party has not yet put detailed flesh on the bones of the UfI idea, the Institute for Public Policy Research - a think-tank close to Tony Blair, the Labour leader - will tomorrow set out lifetime learning proposals that will use the UfI to improve the skill base of the British economy.

Mr Brown will address an IPPR conference on the UfI. Beforehand, the institute's own report on the idea will suggest that a UfI should not be a new institution that competes with other training and education providers. It wants a "national catalyst" to bring together a range of information currently dispersed across different companies and educational bodies, with the aim of reaching mass audiences at a low cost.

The institute's report has been drawn up in consultation with leading educationalists and business training figures. It will suggest that the UfI should act as the hub of a national learning network - a broker of training products and services branded under its own name. People should be able to use the UfI by Internet, post or audiovisual means, accessing it from workplaces, home or convenient local centres, such as libraries, shopping centres and schools.

The report will say the UfI would incur some start-up costs. It will suggest that these could be met by reallocating some existing public training expenditure, or with funding from the Government's Private Finance Initiative.

The IPPR will quote CBI estimates that annual training spending by employers and individuals amounts to #41bn. It will also suggest that the cost of UfI courses could be met by employers and individuals, or through measures such as Labour's proposed individual learning accounts.

(c) Times Newspapers Ltd, 1996.
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David Blunkett highlights how private and public sectors will underpin Labour's vision for a skills revolution - a change set to match the creation of the Open University

IMAGINE adult learners across Britain using new technology in the workplace, at home, in the local library or the shopping centre to seek new and wider skills via the most up-to-date multi-media teaching materials.

Think of the excitement of being able to link up with other learners, whether they are pursuing the most basic reading and writing skills or seeking the most advanced technical, professional and managerial qualifications.

This vision for a University of Industry, which I have been developing with Gordon Brown, offers to the 21st century the vision which Harold Wilson offered an earlier generation with the development of the Open University.

The UfI will work with the OU and other public and private bodies to bring skills to the workplace from the most basic to advanced levels. It will use the most appropriate formats to meet the needs of individuals, small businesses and other employers.

Material will be provided through a range of modern media - the Internet, CD-ROM and use of digital, cable and satellite TV technology. We will discuss with the BBC and independent broadcasters the establishment of a digital TV channel dedicated to learning.

The Ufl, a private-public partnership, would broker educational services and materials from existing suppliers such as universities, colleges, trade unions and publishers.

A conference in London today will hear further practical proposals from the Institute for Public Policy Research which would inform an incoming Labour government, for instance, of the idea of a standards `kite mark' from the UfI which would contract learning packages from outside providers.

Too many of our workforce lack opportunities to gain new and wider skills. Over half those in socio-economic groups D and E have not taken part in learning since leaving full-time education, compared with one in five for groups A and B. Most larger businesses provide off-the-job training for their employees, but under 40% of businesses with fewer than 25 employees do so.

Earlier this year, we recognised those realities when we launched our proposals for a skills revolution in the workplace. These included practical plans for individual learning accounts through a new Learn As You Earn smartcard and a big boost to the Investors In People programme to encourage more small businesses to take part. The University for Industry will offer individuals and small businesses cost-effective access to skills.

We pledged that as an initial boost to the Learn As You Earn scheme, one million people could be offered #150 in return for a #25 contribution from the individual. Those resources could be spent on materials provided by the UfI.

One way in which this might work is in developing basic skills. One in six of the adult population is unable to read or write properly. At present, CD-ROMs for developing literacy skills are produced by the Basic Skills Agency but cost hundreds of pounds each and are not marketed widely. The UfI's impetus could ensure the programme was suitably adapted and produce substantial economies of scale. Businesses or individuals (using their smartcards) could purchase the cheaper discs - and they would be much more widely available.

Locally in the UK and overseas, business and education already show the way forward. In British Columbia, the Open Learning Agency provides a Knowledge Network on cable TV, linked to new technology and print materials to provide university and college courses and customised training for the workplace.

In Telford, Shropshire, 47 small businesses are part of a local learning network in partnership with the district council, the local college and the training and enterprise council. Each company provides rooms with computers linked to a central learning resources centre - and many employees are gaining new skills with access after work.

Larger companies already provide advanced learning programmes for their staff. The Abbey National links all its branches for training through its computer network with a national education centre. The US-based Motorola corporation has developed its own university to support all its worldwide employees through modern technology with a minimum of 40 hours training a year each.

The university will be of particular value to professional groups, enabling them to disseminate best practice and to support professional development. These could include everyone from engineers to teachers. Within the UfI, we will establish a new Teachers Centre linked to the Internet and terrestrial, satellite and cable television to boost the in-service training and professional development of teachers.

Working with the OU and being linked to a national database of good practice in raising standards at the Department for Education and Employment, the new Centre will bring the best advice and in-service training materials direct to the staff room. The centre will ensure that teacher training days are used more effectively to bring new skills to teachers. These will enable teachers to develop their skills outside classroom teaching time - and to gain access to the best in practice around the country.

Without a strong skills base and high standards in education, we will not be able to compete in the high-tech, high-skill, high added-value global economy of the future. The University for Industry will be a central part of a Labour government's strategy to ensure that our workforce has the portable and flexible skills to meet those challenges.

David Blunkett is Labour's shadow spokesman on education and employment.
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The university will be of particular value to professional groups, enabling them to disseminate best practice and to support professional development. These could include everyone from engineers to teachers. Within the UfI, we will establish a new Teachers Centre linked to the Internet and terrestrial, satellite and cable television to boost the in-service training and professional development of teachers.
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David Blunkett is Labour's shadow spokesman on education and employment.
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* Nursery: mixture of state and private provision for all four-year-olds whose parents want it. Existing vouchers to be honoured, future ones scrapped. Childcare to be added to nursery education.

* Primary: assessment on entry. More focus on three Rs. Classes no more than 30 for first three years. Encourage phonics in reading and whole-class teaching for maths. En courage setting by ability within classes. All 11-year-olds to reach chronological reading age. At least 30 minutes' homework a night for 7 to 11s. Summer literacy camps.

* Secondary: five GSCEs at grade A to C as target for all. Aim for 80% to stay on after 16. Grant-maintained schools to be renamed "foundation" schools. Local ballots, if parents want, on existing grammars. Setting by ability in and acceleration for brightest. Specialisation by schools encouraged. At least 90 minutes of homework a night. Homework centres set up. A levels kept, but a mix of academic and vocational encouraged. Failing schools to be taken over by successful neighbouring head.

* Further: at least six hours a week skills education for 16 and 17-year-olds in work.

* Higher: replace mix of grants, loans and parental contributions with single contribution repaid over 20 years through national insurance. Check degree standards.

* Adult: individual learning accounts to help adults to educate themselves. "University for Industry" on Internet.

* Teachers: should be easier to sack bad ones. Best become Advanced Skills Teachers on higher pay. Set up General Teaching Council. Training to be less ideological.

* Private: no VAT on fees. Must contribute to community to retain charitable status. Phase out assisted places.

(c) Times Newspapers Ltd, 1997.
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YOUNG people would have to take up job training and education offers or face cuts in benefit under welfare reforms set out by Tony Blair yesterday. Single mothers would be encouraged to work.

Suggesting that he intends Labour's changes to be far more radical than so far heralded, Mr Blair spoke of the party's duty, as the creator of the welfare state, to reform and even "refound" it from first principles.

Announcing a six-point plan to reduce the #10bn a year cost of benefits for lone parents, Mr Blair hinted, however, that Labour might not go ahead with the removal of one-parent premium on benefits and lone parent benefit announced in the last Budget.He said in a BBC interview that Labour would accept the global social security budget that it would inherit if elected, but that the proposals were wrong. He suggested that his proposals for getting single parents into work would enable Labour to avoid the cuts.

Labour has pledged to get 250,000 young people off benefit and into work, training, education or its environmental task force. They will be offered the option of a job with an employer who would get a #60 a week rebate on the cost for six months; a job with a non-profit voluntary sector employer; full-time study; or a job on the task force.

Speaking in Amsterdam, Mr Blair said that where there was a suitable offer, people would be expected to take it up. "That is fair: rights and responsibilities go together." It is understood that young people would face a 40% cut in their benefit if they did not take an offer.

Mr Blair, addressing a conference on social policy, said that, under Labour, every unemployed lone mother with children of school age would be invited to attend their Jobcentre for a careers interview. They would be informed about local childcare, and the party plans to promote a network of after-school clubs.

"Lone parents are trapped on benefits because they are left there with no active support from the welfare state," Mr Blair said.

He made clear that there was no question of forcing single mothers into work by measures such as cutting their benefits. The point was to offer them choice, he said.

A greater proportion of lone mothers - 71% - are dependent on state benefits in Britain than in Belgium, Denmark, France, Sweden, The Netherlands and Germany. Just 10% are dependent on such benefits in Germany. In France, 82% of lone mothers work; 41% do here. Pressure groups for single parents maintain that the most significant factor is the comparative lack of affordable childcare in out-of-school hours in this country.

LABOUR PROPOSALS

* Change the Department of Social Security and the Employment Service so people are encouraged into work

* Seek to expand opportunities for people to study, for example by relaxing the "16-hour" rule for lone parents under the age of 25 and without qualifications. Under this rule, people lose benefits if they study for more than 16 hours a week

* Target lone parents returning to work for "individual learning accounts", funded by government, which would enable people to choose and purchase training

* Set targets for training and enterprise councils (Tecs), the government bodies which sponsor training, to increase the number of jobless lone parents being trained and entering employment

* Develop a "flexible and personalised" benefits service so that benefits could be joined together at local level to form a package customised to the needs of the individual

* Examine ways to set up network of after-school and homework clubs, perhaps paid for through a New Millennium Commission, funded by the lottery

(c) Times Newspapers Ltd, 1997.
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THERE may not be much difference between Labour and the Tories, Richard Neville, editor of the sixties underground magazine Oz, once declared - but it's in that small space that we live. As Tony Blair has rushed to ditch Labour commitments on jobs and union rights, the gap between the two parties on jobs and unemployment might be thought to have been in danger of disappearing altogether.

But enough still remain to work Michael Heseltine and his diminished band of Conservative faithful into a lather of indignation.

At the top of the Tory hate-list is Labour's commitment to sign the reviled Social Chapter. If Labour is elected, that will give British workers the right to take three months' unpaid leave when they have children, and require multinational companies to include their British employees in consultative European works councils. Since most have already done so, the effect will be largely symbolic - and the same could be said of Labour's promise to restore unions at GCHQ.

More significant is the Party's backing for a modest package of new employment rights, including the right to union recognition where more than 50% of a workforce support it, and the right to claim unfair dismissal for strikers sacked during legal industrial disputes.

Combined with the commitment to the introduction of a legal minimum wage and the gentlest relaxation of the Tories' anti-union legal vice - the Liberal Democrats now talk of going further than Labour over union rights - these cautious steps can be expected, nevertheless, to provoke the direst Conservative threats about the damage regulation could do to employment and competitiveness.

To make such charges stick will be a hard enough task. But Labour's plans for job creation and training will be harder still to paint in lurid ideological colours.

Although the Party has criticised the Government's moves towards US-style "workfare", Gordon Brown is committed to his own dose of compulsion for under-25-year-olds and the party hierarchy has vetoed the repeal of the new Jobseekers Allowance. A quarter of a million of those who have been out of work for more than six months will be offered subsidised work or training - or face the unappealing prospect of losing 40% of their benefit.

Like Labour's plans to pay employers #75 a week to take on older workers who have been on the dole for six months or longer, it is to be funded out of the multi-purpose windfall tax on privatised utilities.

Labour's old plans for a compulsory training levy on companies have been abandoned to the Liberal Democrats.

In their place is the archetypally New Labour policy of "individual learning accounts", under which one million employees will be given a smart card worth #150 to buy training courses if they chip in #25 themselves - plus Gordon Brown's electronic University for Industry, souped-up youth training and extra cash for small and medium-sized firms' training schemes.

However worthy, it would be hard to argue that any of this is going to kick-start the skills and supply-side revolution the Labour leadership believes is the only route to creating high-quality jobs in a globalised economy.

If a Labour government is to improve on the explosion of low-skill, part-time jobs that has helped bring down the claimant count below two million and been passed off as an economic triumph for John Major, it is more likely to have to rely on traditional pump-priming for employment growth in the short to medium term than its clutch of ingenious training initiatives.

Fortunately for the Iron Chancellor, despite his pledge to cling to Kenneth Clarke's basic tax-and-spend framework, he can still fall back on Labour's surviving pledge to allow the phased release of council house sale receipts for local authority building projects.

Along with plans for investment schemes funded by "public-private partnerships" and other infrastructural schemes - such as energy efficiency programmes - this has the potential to make a bigger and quicker impact on the jobs market.

Degree of silence on a #6bn problem - Ballot 97 - Guide to Election Issues.
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Part 5 - Higher Education - Election - General.

The politics

THIS page is devoted to an issue not likely to feature in the television soundbites, poster themes and headlines which define the colour and content of a general election campaign.

Considering the stakes involved, the omission is odd. Britain's sprawling university network costs more than #6bn a year to run and we are the only major country in the world devoting as much as a fifth of the nation's education budget to higher education. But the major political parties some time ago reached a tacit agreement that a committee of inquiry into the scope, funding and purpose of our university system would not report until this summer. Sir Ron Dearing, once chairman of the Post Office and now the Government's education guru of choice in time of trouble, will not render judgment until June.

Political debate about higher education is suffocated by a taboo which has long since ceased to inhibit those who actually run and teach university courses. After two decades of rising student numbers, inadequate public funds and amalgamation with what were once polytechnics, universities are facing hard choices over how they generate income from sources other than the Exchequer. University vice-chancellors have said that they may require students to contribute towards the cost of their tuition as well as their maintenance.

Vice-chancellors may confront this, but political parties back away. The possibility of middle-class backlash against paying fees for their children's university tu ition generates powerful political phobia. On the fundamental question of whether university teaching should or should not remain free to most students, the division is not between the parties but between Westminster and academe.

While tip-toeing round tuition fees, both main opposition parties have produced schemes for refinancing student maintenance which involve students paying more towards their own upkeep. Labour suggests sweeping up present loans and maintenance grants into a single loan which would be repaid by graduates over perhaps 15 to 20 years. This version of a "graduate tax" would lengthen the five-year repayment schedule for current loans. The Liberal Democrats would establish Individual Learning Accounts financed at a basic level by the State but which would allow students to borrow additional sums.

For the foreseeable future, higher education policy will emerge from the tension between quantity and quality. Whatever the precise boundary between public and private finance, governments will set at least the broad standards which define degree courses and influence the proportion of the population which can take them by setting the extent of subsidy available.

Balancing quantity and quality requires a view about what universities are for. The election of 1979 inaugurated a fresh search for evidence on how much higher education contributed to the nat ional wealth, social mobility or general happiness. Researchers set off into the jungle of statistics and prejudices but have not yet returned with clear conclusions. For the first time since the Robbins Report of the 1960s, Sir Ron Dearing has been charged with imposing some order on the chaos.

In the absence of agreement about how many graduates Britain needs, instincts prevail. Arguments for shrinking higher education are not heard: differences are between standing still and expansion. Weary of the struggle to wean students and their parents off public funds and still coping with the consequences of a surge in numbers, the Government is trying to check the expansion, arguing that demand for graduates is slackening. Labour, quoting the 60% university participation rates in America, says that many more people deserve the chance to go to university and that the money can be found from a new version of the ailing student loan scheme.

Many university teachers would say that government faces more urgent issues. The abolition of the distinction between polytechnics and universities has left the country with a mass higher education framework co-existing with an older, smaller, elite system. At one end of the scale stand Oxford, Cambridge and the most powerful civic campuses; at the other stand struggling institutions still not much more than what one of John Le Carre's characters calls "polys in drag".

Sir William Taylor, former Vice-Chancellor of Hull, starkly describes the system as "out of control".

Most rational planning suggests that the bigger the higher education sector becomes, the more varied its universities must be in specialisation, quality and quantity of research, prestige, sources of finance and character. British universities show a persistent wish to imitate elite success. Universities ill-equipped to do so try to ape the great seats of learning by embarking on ambitious research and spreading their resources too widely. The new trend, which concentrates the bulk of research funds among a small fraction of Britain's 97 universities, has given rise to claims that an elite "Ivy League" is being assembled by stealth and the arrival of "Ivy League angst" in less well-endowed institutions.

(c) Times Newspapers Ltd, 1997.
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Vision: expand access to degree courses without damaging quality. Match Japanese, American and German graduate output. System should adapt to a "lifelong learning culture".

Numbers: should follow demand. Students from EU and central Europe to be particularly encouraged.

Student grants and loans: Individual Learning Accounts financed by the State could be topped up by loans to be paid back later. Parental contribution to be abolished and support to be extended to all students, whether full-or part-time and in both higher and further education.

University finance: levels to be agreed with funding councils. Campuses deserve better staff-student ratios, computers and libraries.

(c) Times Newspapers Ltd, 1997.
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Economics Notebook

LOOSEN your seat belts, the world is slowing down. According to the latest OECD figures, the 15 economies of the European Union expanded by 4.8% a year between 1960 and 1973, then by 2.5% between 1973 and 1979, 2.3% in 1979-90 and an estimate of only 1.9% between 1990 and 1998.

The anti-growth lobbies might as well pack their bags and go home and the motorway tunnellers likewise because their job appears to be being done for them very successfully by natural economic forces.

If present trends continue, growth will be down to 1.5% a year by the millennium and heading downwards thereafter. This will bring nirvana for "steady state" growth theorists who believe - with some justification at the moment - that most growth is illusory because the benefits of the extra goods generated are offset by the disbenefits to the environment involved in the production process.

But heaven for steady-statism could be hell for the Labour Party, which has invested a lot of political capital in reviving Britain's long-term growth rate. It is a real problem because if growth fades so will sources of tax revenue; but the population will go on ageing and the demands of the welfare state will continue to expand.

It is sobering to be reminded that strong economic growth in Europe and elsewhere is a phenomenon that has occurred for less than 25 years of the Earth's history.

It is exceedingly difficult for mature economies to expand fast simply because they start from such a big base. The US economy, which dominates the new information age, is going through a miraculous period. Yet growth has been only 2-2.5% because its expanding sectors are a small part of the huge economy which even now accounts for more than 36% of the output of the 28-nation OECD area.

ANOTHER reason mature economies find it difficult to grow fast is that much of their extra output is invisible (as with the 1s and 0s of computer code-embedded in microchips and software). What is invisible is difficult to count properly let alone to cost.

A new branch of the dismal science is opening up to study "weightless economies" where extra output - from micro-electronics to making hotel beds - has no physical manifestation. We will have to get used to all this because that is where the jobs are coming from.

In these circumstances it is right that the defining characteristic of socialism as redrawn by New Labour should switch from provision to enablement. Instead of providing an impossible safety net for the millions who are disenfranchised from work, New Labour (as outlined by Gordon Brown last week) will use the resources of the state to enable people to help themselves back into work.

This by itself is no panacea as can be seen by the fact that the recent huge increase in graduate output has not obviously increased Britain's ability to expand faster. Instead it has raised a new potential danger - that graduates trained with unmarketable skills may need to be "dumbed down" to take less skilled jobs, rather than trained up.

There is no alternative to a massive supply-side assault on training, if only because the dangers attached to an overskilled work force are minimal compared with the consequences of having an underskilled one. Labour has an impressive array of supply-side proposals, including help for the young and the long-term unemployed, individual learning accounts, universal nursery education, the University for Industry and so forth.

FOR a good idea of how these measures - and many more - might slot into a changed macroeconomic framework it is worth reading Richard Layard's new book published today (What Labour Can Do, Warner Books, #6.99). Professor Layard has been a big influence on Labour's supply-side policy but his comments on monetary and fiscal policy, and his impassioned plea for a single currency - which Labour is reticent about - may merely be running a little ahead of the game.

He argues that, in or out of monetary union, the UK would have to keep the budget deficit to a sub-Maastricht 2% of GDP over the business cycle simply to prevent the national debt from escalating.

And what's so bad, he says, about ceding control over monetary policy, the abuse of which has landed Britain with three of the seven biggest recessions in G7 countries since the 1950s?

New Labour is preparing well to educate and train people to gain a better chance of sharing future increases in the national cake - even if slower growth reduces the rate at which the cake is increasing. What is less clear is whether it will do anything to correct the existing maldistribution of income and wealth. The decision to wimp out of raising the top rate of tax is not encouraging.

If economic growth slows, then the problem of redistributing economic power to poorer people that was taken away from them in the 1980s and 1990s will become more, not less, acute.

Globalisation of the economy undoubtedly makes the whole exercise much more difficult to do - and maybe impossible. But it would be reassuring if we knew there was one political party at least thinking about it.
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Many UK companies would still rather poach trained staff from competitors than train their own employees, according to a new study released at the Institute of Personnel and Development's annual training conference in London this week. 

The research, based on responses from 205 UK employers, shows that some companies still find it hard to accept that training pays business dividends, says Mike Cannell, the IPD policy adviser who compiled the report. 

"Too many companies see training and development as a luxury and allow themselves to be constrained by insufficient time and money. Pressure to reduce costs and increase output may mean that managers are tempted to cut back on training in the short term without fully considering the long-term implications," he says. 

While the Labour party has dropped plans to re-introduce a training levy if it wins the forthcoming general election, it is proposing to introduce tax breaks which will favour those companies investing in training. 

Labour also plans to introduce league tables revealing various details of companies' training spending. These will include the amount spent per employee on training, the percentage of employees taking part in training programmes, the amount invested in individual learning accounts and the number of employees opening individual learning accounts. It will also feature the number and percentage of employees gaining recognised qualifications. 

The need for further interventions to encourage training is highlighted by the IPD report. Nearly half of the respondents, who were mostly personnel and training managers, agreed it was easier to recruit people who were already trained than to train themselves. Many complained that trained people left before the business could recoup its investment. 

Further findings suggest that such attitudes are bred at management level. More than a quarter of respondents admitted they experienced difficulty making a case for training to senior management. Almost a third said that line managers were not sufficiently interested in people development. 

Senior managers appeared to be more interested in training - if its benefits could be measured. But the majority of companies surveyed for the study admitted there were other spending priorities ahead of training. 

Popular excuses for insufficient in-house training included unwillingness to spare the time of experienced staff to train people, and the enduring view that on-the-job development is a distraction from real work. 

More than a third admitted having difficulty measuring the return on training investment. Nearly half of companies said they could not easily separate the benefits of training from those achieved by other initiatives such as total quality management or team briefing. 

More than two-thirds agreed that improvements in so-called "soft benefits", such as improved management skills, were difficult to quantify in financial terms. 

Nearly half of the companies said evaluation data on training programmes was difficult to collect and many complained that such evaluation was too time consuming anyway. 

Even if data could be collected, however, it might not reveal the full benefits. More than two-thirds of those surveyed said that the benefit of some training, such as management development, only became apparent in the longer term. 
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Many UK companies would still rather poach trained staff from competitors than train their own employees, according to a new study released at the Institute of Personnel and Development's annual training conference in London this week.<The research, based on responses from 205 UK employers, shows that some companies still find it hard to accept that training pays business dividends, says Mike Cannell, the IPD policy adviser who compiled the report. 

"Too many companies see training and development as a luxury and allow themselves to be constrained by insufficient time and money. Pressure to reduce costs and increase output may mean that managers are tempted to cut back on training in the short term without fully considering the long-term implications," he says. 

While the Labour party has dropped plans to re-introduce a training levy if it wins the forthcoming general election, it is proposing to introduce tax breaks which will favour those companies investing in training. 

Labour also plans to introduce league tables revealing various details of companies' training spending. These will include the amount spent per employee on training, the percentage of employees taking part in training programmes, the amount invested in individual learning accounts and the number of employees opening individual learning accounts. It will also feature the number and percentage of employees gaining recognised qualifications. 

The need for further interventions to encourage training is highlighted by the IPD report. Nearly half of the respondents, who were mostly personnel and training managers, agreed it was easier to recruit people who were already trained than to train themselves. Many complained that trained people left before the business could recoup its investment. 

Further findings suggest that such attitudes are bred at management level. More than a quarter of respondents admitted they experienced difficulty making a case for training to senior management. Almost a third said that line managers were not sufficiently interested in people development. 

Senior managers appeared to be more interested in training - if its benefits could be measured. But the majority of companies surveyed for the study admitted there were other spending priorities ahead of training. 

Popular excuses for insufficient in-house training included unwillingness to spare the time of experienced staff to train people, and the enduring view that on-the-job development is a distraction from real work. 

More than a third admitted having difficulty measuring the return on training investment. Nearly half of companies said they could not easily separate the benefits of training from those achieved by other initiatives such as total quality management or team briefing. 

More than two-thirds agreed that improvements in so-called "soft benefits", such as improved management skills, were difficult to quantify in financial terms. 

Nearly half of the companies said evaluation data on training programmes was difficult to collect and many complained that such evaluation was too time consuming anyway. 

Even if data could be collected, however, it might not reveal the full benefits. More than two-thirds of those surveyed said that the benefit of some training, such as management development, only became apparent in the longer term. 

Copyright Financial Times Limited 1997. All Rights Reserved. 

Not Available for Re-dissemination.  

Labour - Ballot 97 - Guide to election issues - Part 10. Employment - Election - General.

153 words

Publication date: 24 March 1997

Source: The Times

Page: 6

Copyright Times Newspapers Ltd, 1997

Employment: greater economic growth will lead to more jobs.

Unemployment: windfall tax on privatised utilities will fund youth employment and training programme. Welfare to work programme that will move people from the dole. #75 weekly subsidies to employers to take on long-term unemployed.

Training: individual learning accounts, matching funding from government.

Social chapter: end opt-out to provide minimum job standards in line with other European employees.

Minimum wage: legislation to provide a minimum wage with level recommended by low pay commission.

Unions: no roll-back of 1980s law, but statutory union recognition for collective bargaining where majority want it.

Pay: pay bill freeze for top civil servants in first year. Tight cash limits on public sector pay.

Boardrooms: new powers for utility regulators to counter excessive top pay rises.

(c) Times Newspapers Ltd, 1997.
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FRED BAYLISS has been chairman of the Employment Policy Institute and was a Department of Employment civil servant for 20 years. Here he argues for a combined ministry to draw together industry and labour affairs under one roof, to help employers towards enlightened self-interest and end bureaucratic chaos

IF LABOUR forms the next government its success in office is likely to depend on meeting its commitments on the labour market. These include a national minimum wage, adoption of the European Social Chapter, help for the long-term unemployed, boosting training through individual learning accounts and welfare-to-work proposals.

Yet to implement any of these, Labour must first tackle the problem of reorganising government ministries. Since the Employment Department's abolition in 1995, responsibility for employment and training are spread among departments and dealt with at junior minister level.

New Labour has gone to considerable lengths to reassure industrialists that its policies stand for sense and moderation.

However, the test of the party's proposals will be how they work out in factories, offices, shops, hotels and restaurants, and transport businesses.

They will bear directly on management decisions: for example, a national minimum wage will increase many employers' wage bills; a job subsidy will only work if managers take on the long-term unemployed; equal rights for part-timers will force managers to look at how to meet the extra costs; and employee representation rights are intended to make managers behave differently.

And, while government may treat a series of labour market programmes as separate initiatives, employers will experience their combined effects. So it would be better if government, too, saw its disparate measures as a package and co-ordinated their introduction through a single political initiative.

But such co-ordination is only possible through a single department. It is a feature of British government that effective interdepartmental action is hard to achieve because the important lines of accountability run upwards to departmental ministers.

If the focus of implementation for employment programmes is to be individual firms, then there should be a department whose focus that is too.

THE Department of Trade and Industry has numerous divisions each specialising in different sectors, including aerospace, electronics and engineering, textiles and retailing, telecommunications, posts, energy and insurance.

Its main concerns are regulation and the subsidy of research and development. Although the DTI has some responsibility for policy on management issues, it stands back from operational matters and is not concerned with employment.

But the DTI is well-placed to generate interest in issues relating to business. The department works with small firms, is involved in regional development, took over industrial relations from the Employment Department, and could acquire an interest in employment through its concern with competitiveness, exports and investment.

At present, the division of responsibilities means that in discussions between industry representatives and DTI officials, issues such as productivity, quality of labour, technology, or changing labour costs, cannot be dealt with as they are employment matters. If a trade were to be seriously affected by something in the Social Chapter, there would be no point in talking to the DTI.

To take the necessary holistic view of industry, the DTI would have to be made responsible for the government's labour policies as well - at present the task of the Department for Education and Employment, which also takes charge of unemployment programmes.

The Employment Service, which has more direct links with companies than any other part of government, through its work filling job vacancies and running and paying out the Jobseeker's Allowance, reports to DfEE ministers.

Although one of the Government's most significant items of manpower expenditure is training programmes - mainly for the unemployed - the argument for putting training in with education has always been strongest for 16-to 18-year-olds because for them training runs parallel to education. It is part of what the state provides in co-operation with employers until they become adult and can include attendance at educational institutions. Plainly, it should remain with education.

The training of adults, however, is principally a matter for employers. Take Business Links, for instance, an initiative to provide advice to small and medium firms on matters such as training. The Training and Enterprise Councils (Tecs), under the DfEE, are responsible for developing the Business Links partnerships with Chambers of Commerce and local authortities. But the funding comes from the DTI because much of the advice is on its non-labour force issues.

At least the need for a comprehensive range of advice has meant that both departments have become involved.

Meanwhile, the employer-led Tecs are supposed to be the local instruments for the development of training, and their main link with government is through DfEE, although they have "enterprise" connections with the DTI and they are more concerned with the operation of firms rather than providing education.

It follows inexorably that bringing labour and employment issues together with other government interests in businesses would involve moving adult training out of the DfEE and into a brand new Department of Industry and Employment.

Government relations with the European Union on matters such as the Social Chapter - which should also be carefully co-ordinated - are absurdly divided between DfEE (labour force) and DTI (industrial relations) when they should be within the same department.

A Department of Industry and Employment embracing all government interests in business would also have a strong case for taking health and safety from the Department of the Environment. After all, the HSE's main function is health and safety at work.

Such a comprehensive department could prompt, too, a much needed review of an old question. Unemployment is a labour force issue because people need jobs; the interplay of benefits and wages affects the incentive to work.

Although the Employment Service delivers unemployment benefit, control of policy and spending rests with the Department of Social Security. The case for leaving it there has been that unemployment benefit is one part of the totality of social security which eventually will be welded together into a coherent whole - which, of course, never happens.

Questions about unemployment benefit have never been settled on the basis of what solutions and structure may be best suited to the labour market and the interests of employers, as well as those out of work. But a Department of Industry and Employment would be able to design a better system of unemployment benefits.

PERHAPS this idea should be pushed a step further. Should a Department of Industry and Employment unite under one minister all industries including those which are sponsored by other departments - such as water, transport, and food and agriculture?

Such a solution would certainly create a department to act as a powerful counterweight to the Treasury in the field of economic policy.

Unfortunately for this idea, inertia is the name of the game. After all, the employment department was only abolished because Cabinet seats had to be reduced by one, not because any rational decision had been made to alter the way employment issues were dealt with.

If this proposal were to work, trade and industry staff would have to look at industries as a whole and take account of employment issues - a big cultural change which could take a considerable time to realise.

But to look on the positive side, at least an incoming Labour government would, unlike its predecessor, attach great importance to labour market policies.

`IF WE WIN ON 1 MAY...' DISCUSSION.
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What will the next government do about higher education? In particular, what will it do about funding for the hard-pressed university system, and about an independent review body for academics and other staff? The Association of University Teachers asked five parties for their views. Gillian Shephard, the Education Secretary, avoided committing herself; spokesmen for the other parties were more specific. Labour said it would consider setting up a pay review body, while the smaller parties said they would definitely establish one.

Gillian Shephard MP Secretary of State for Education and Employment

Conservative Party

The United Kingdom has every reason to be proud of its higher education system and its achievements during the past 17 years. Since 1979, the total number of students in the UK has doubled, to nearly 1.7 million in 1995. The proportion of young people entering full-time higher education in Great Britain has risen from 12 per cent in 1979 to more than 30 per cent now. Current government spending plans allow for this record level of participation to be maintained over the next three years.

The UK has the highest graduation rate for first degrees in the European Union. By the year 2001, the number of graduates in the workforce is likely to be well over 3 million - twice as high as in 1981. All this has been achieved without any evidence of a reduction in standards. For example, on entry standards, the average A-level points score for students entering with GCSE A-levels has remained the same for the past six years, at 18 points.

We are spending record amounts on higher education. Total public spending on higher education in the UK, including student support, is now more than #7bn. This represents 20 per cent of total education spending.

These are impressive achievements. However, after such fast growth, the Government believes it is time to take stock and consider the future of higher education. No such review has taken place for 30 years, since the Robbins Report, and much has changed. That is why the Government established the National Committee of Inquiry into Higher Education, under the chairmanship of Sir Ron Dearing.

One of the recommendations we have asked the committee to consider is the future funding of higher education. In our own evidence, the Government has made clear that so long as initial full-time higher education is funded from the public purse the projected rate of return to the nation's investment should be a major factor in determining its size.

David Blunkett, MP

In 1964, Harold Wilson's new government set out to implement the Robbins Report and proceeded to reform and expand higher education. Its achievements were impressive: by the Seventies the polytechnic sector and the Open University had been created, the universities had been expanded, and student numbers had increased.

In 1997, an incoming Labour government will receive the recommendations of the first major inquiry into higher education since Robbins. The National Committee of Inquiry into Higher Education, chaired by Sir Ron Dearing, was established last year on a bipartisan basis and, contrary to popular misconception, has before it detailed proposals from the Labour Party.

Central to our policies is the recognition that a new system of funding higher education and its students is necessary. We cannot continue to muddle through with a funding framework inherited from the past. It is inefficient, inequitable and inappropriate to lifelong learning

We propose to replace the existing mess of maintenance grants, a flawed student loans scheme and parental contributions, with a single maintenance award, repayable according to graduate earnings. By transferring the risk for the debt to the private sector, such a scheme would release significant public resources for investment in improving access to a high-quality higher education sector.

We are firmly committed to improved access. But access is also more than just a numbers game - it is about who participates. Social justice demands that we improve the participation rates of those from lower-income backgrounds. In some parts of the country, higher education is an unquestioned expectation; in others it is a virtual impossibility. That must change.

We will also look to the recommendations of the Dearing Committee for substantial improvement in research assessment. The research assessment exercise has generated significant and well-attested dysfunctions: a transfer market of academics, a publications paperchase and a competitive ethos that minimises the potential for collaboration between institutions. Labour will seek to promote greater research cooperation, improve assessment and resource distribution, and use new technologies to encourage access for academics to scholarship activities. We accept that selectivity is necessary in research funding but recognise that over-concentration has its dangers and oppose the concept of a super-league of universities. Labour has also proposed to the Dearing Committee that it examines the pressures to recruit and retain academic staff. One option would be to consider the arrangements for pay review that already exist in school teaching.

Don Foster, MP

With the Dearing Inquiry conveniently not reporting until this summer the Liberal Democrats felt the crisis in higher education needed a more urgent response - and that's what we offer in "The key to lifelong learning", our policy document on tertiary education.

The document outlines a framework for lifelong learning which would re-establish quality provision in further and higher education, extend access - especially to those of limited means - and tackle the deepening crisis of student poverty. As for the crucial question of resources, the document details how we could increase investments and give students greater flexibility and choice by creating a learning investment partnership. This would boost investment by encouraging contributions from employers and individual students - with additional funds from the government. We would set up a learning bank with an entitlement to individual learning accounts, enabling students to pursue education or training at any time in their adult lives. Each person over the age of 18 would be eligible to register at the learning bank and students could debit their individual learning account to cover fees, living expenses and course-related costs such as textbooks. And a new student contribution scheme would replace the current student loan scheme. Students would pay back through the national insurance scheme, but only when their earnings reached an agreed level.

Some of the money provided by the government would be allocated directly to institutions in the form of a block grant as at present. The remainder would be channelled through individual learning accounts and the government's contribution would cover, as a minimum, the cost of fees on approved courses. We would also introduce a 2 per cent remissible education and training levy on company payrolls and provide a mechanism for employers to contribute into their employees' individual learning accounts. Therefore students could build up and use individual learning accounts to pursue the education most appropriate to them. We will establish an independent pay review body for academic and related staff.

Andrew Welsh, MP

In any nation, the education system is vital to the economic, social and cultural life of the country. In Scotland, we have a tradition of pride in education. Since the Seventies, however, Scottish education has been on the defensive, threatened at every turn by government underfunding. Lack of investment threatens the quality and the breadth of Scottish higher education and is particularly disturbing when student numbers are dramatically increasing.

Government policy to increase the numbers in higher education has not been met with the necessary increase in funding. The lack of resources for institutions has been accompanied by cuts in funding for staff. As student numbers rise, teaching and teaching conditions deteriorate.

Further financial cuts cannot be sustained. The Scottish National Party is calling upon politicians of all parties to demand a halt to imposing so-called "efficiency savings". With the establishment of an independent Scottish parliament, our education system would be given due political priority. It would provide the opportunity for investment and an independent pay review for higher education - a measure which would help restore some of the morale lost during successive years of cuts.

The SNP proposes a substantial investment in education. We plan to relieve spiralling student debt and poverty by restoring student grants and benefits, and propose to invest #240m in research and development.

Cyriog Datis, MP

After years of rapid expansion in student numbers, major structural changes and a substantial erosion of resources in real terms, the higher education system in Wales, and throughout the UK, urgently requires a period of stability.

It may be possible in theory to continue to educate more people for less cost, but that can only be done at the expense of lowering quality. An accredited training framework should be developed for academic teachers, and the internal structures of universities and conditions of work should be designed to give academics the greatest possible opportunity and incentive to concentrate on their primary role of promoting learning and scholarship.

The long-term decline, in comparative terms, in the salaries of academic and related staff should be addressed urgently, by establishing an independent pay review body. It is also important that rates of pay should continue to be centrally negotiated and determined.

Collaboration between academic disciplines and between institutions must be strongly promoted as part of the framework for the future of universities and the funding formula should reward collaborative initiatives in teaching and research. The post-Dearing period is likely to place great emphasis on a flexible learning structure. The expansion of opportunities for study, through credit accumulation and transfer, part-time study, distance learning and open learning are welcome and necessary. An essential element in any equitable funding structure is a means of providing students with adequate financial support repayable over a long term period in proportion to their ability to pay. Special assistance should be provided to students from low-income backgrounds.

BRIGHT SCHEME, BIG CITY.

By Lucy Ward.
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The Government's nursery vouchers are bedevilled by controversy. But a new voucher scheme - in the heart of the Square Mile - is working well and bringing education to adult learners.

In the big-money world of the City of London, scraps of paper worth #5 are drops in a financial ocean. But, under an experimental project to lure the workers and residents of the Square Mile back to learning, the same scraps could buy life-changing skills in anything from pattern-cutting to computing to Cantonese.

The Corporation of London - the City's local authority - is breaking new ground in the UK with its adult education vouchers, available to all from stockbrokers to the unemployed. At a time when the Government's flagship nursery vouchers have come under fire even from the Tory-dominated education select committee, their grown-up equivalents are, according to the Corporation's chief education officer, David Smith, "the workable face of voucherdom".

The first of the City's two voucher schemes, launched three years ago and growing steadily in popularity, is aimed at the 4,000 residents scattered throughout the Square Mile, from the bijou apartments of the Barbican to the impoverished estates around Brick Lane.

This academic year, 400 adults have taken up the chance of a voucher, worth #40 to those in work and #125 to pensioners and the unemployed, with an extra #150 available for basic skills education such as literacy, numeracy or parenting. Paper tokens each worth #5 can be exchanged for adult education classes in more than 70 colleges and other institutions in and around the Square Mile, which then claim the cash back from the Corporation.

So far, vouchers have paid for courses in languages, literacy and information technology, but - thanks to the authority's broad interpretation of learning - have also gone towards membership fees for a choir, day-schools linked to Barbican concerts and, in one case, a Sotheby's course in fine wine.

For the Corporation, which lays on almost no adult education provision of its own, the scheme offered an ideal alternative, says David Smith. "With vouchers, residents are free to go and learn anywhere they like. We didn't want to leap in and lay on courses ourselves only to find they weren't what people wanted. The aim was to get the maximum from the resources we had."

Building on the success of the residents' scheme, the authority last year launched a second version directed at City workers. The pilot project offered 100 employees vouchers worth up to a maximum of #200 to fund one-third of the cost of any education course not directly related to work.

The rest of the fee was divided equally between employee and employer, creating a three-way funding split along the lines of the individual learning accounts under consideration by Labour as part of its lifelong-learning policy.

Early volunteers for the scheme ranged from managers and administrators to clerical and manual staff, working in trades from law and finance to publishing and architecture. Language and business courses proved most popular, but more than one in 10 opted for more recreational pursuits.

Workers in the Square Mile, slaving daily over their computers, are as needy as any of a break from the grindstone, says David Smith.

"All work and no play makes Jack a dull boy. You can't just go into the City and learn what you need for your job - you need to get a life. We have to rekindle the notion that learning is interesting and a good thing which brings you into contact with people."

Sceptics might remark that, while learning may be good for busy City folk, the taxpayer should not have to provide it for whizzkids receiving five-figure annual bonuses. Mr Smith, however, makes no apologies. The Corporation of London, he points out, collects #900m annually in business rates, and firms have a right to expect some investment in their staff in return.

The voucher scheme is specifically designed not to subsidise or replace in-house training, although employers should see a benefit in the form of workers' personal development. After a period of widespread "downsizing", movement between jobs has declined in the City and firms need to ensure that their remaining workers do not feel trapped and unchallenged, Mr Smith suggests. "This is not airy-fairy and goody-goody. There is a genuine, bottom-line financial application to it."

While the architects of the voucher scheme might be expected to sing its praises, the pilot also won widespread support among employers invited to take part. Firms surveyed as part of an independent report on the two voucher projects by the Department of Education Studies at Surrey University praised the concept as a "good deal", simple to use and a useful means of investing in staff.

The City law firm Theodore Goddard proved one of the keenest converts to vouchers, despite having a substantial in-house training programme for its 400 employees. It spent just under #1,500 on contributions to courses for nine staff, who studied subjects from computing to Italian.

The scheme suits today's uncertain times, according to training manager Sally Sanderson. "The world is changing very fast and that means most people actually feel very insecure. If you take more control by learning more and keeping your skills up to date then you feel more secure."

The Surrey University study, backed by the European Commission, loftily dubbed the voucher projects "a significant step in the creation of a learning culture in the City of London".

The real test of the City schemes, however, will be their application outside the Square Mile. They were devised, after all, as a unique answer to a unique set of circumstances by an education authority with only one school to busy itself with.

David Smith, already explaining the concept at conferences countrywide, is confident that it could be used in far larger authorities. "It's a perfect mechanism for targeting - perhaps to boost learning in a particular ward of a borough or area of a county. It's just a question of your own local circumstances"

A breakthrough in expression

Sculptor Antoni Przechrzta left his native Poland for London 12 years ago in search of greater artistic freedom. After settling on an estate on the very eastern edge of the City, he began to fulfil his creative ambitions, but grew frustrated that his expression in English lagged behind.

Wherever he went, displaying his work or giving lectures on post-modern art, his heavy accent always prompted the same first question: "Where do you come from?"

The Adult Education Voucher Scheme for residents of the Square Mile offered the struggling artist the opportunity he needed to give his language skills a boost. Living on the Mansell Street estate on the very edge of the City, his address fell just within the Corporation's boundaries, though neighbours across the street come under another authority.

Antoni's voucher, worth #125, was just enough to cover the cost of a year's course in English pronunciation at London's City Lit, where he perfected sounds including the tricky English "th" and watered down his strong Polish "r". With his new-found enthusiasm for learning, Antoni, 37, plans to apply for another voucher this year to take courses in voice production and greater English proficiency.

The voucher scheme, he says in immaculate English, is "an excellent idea. It gives people the chance to develop.

"I had always wanted to take a pronunciation class, but somehow I never came across one. The scheme gave me information about the course, the money to do it and the inspiration"

Just in time for the wedding

When City solicitor Nick Cline met his Hong Kong-born fiancee Sukyee Law they had no trouble communicating, but talking to her Cantonese-speaking family on visits to the colony was a different matter. "I would sit there thinking they were chatting about the weather, only to find they had decided to go out to a restaurant," he says.

To leap the language barrier, Nick decided to learn Cantonese himself, but his "admittedly cheeky" request for help with course fees was turned down by his firm. A compromise emerged in the form of the new City Workers' Study Voucher Scheme, which splits the cost of study equally between employee, employer and the Corporation of London.

Nick, 26, enrolled for weekly lessons a year ago at London University's School of Oriental and African Studies, paying just a third of the #580 fee while the Corporation and his firm Theodore Goddard picked up the balance.

Now, with just three weeks to go before his wedding, he has mastered enough of the language's complex pattern of tones to understand family conversations and even try out his own phrases with Sukyee's grandmother.

The vouchers provided the extra spur he needed to make time for the course, Nick found. "Before you start a language, you wonder whether you'll be any good at it, and whether you should pay out. The vouchers give you a financial incentive, but also encourage you to make a good job of it because you don't want to let your firm down."

Theodore Goddard, one of the City firms keenest to take up the voucher scheme, contributed to study fees for eight other staff. Maintenance worker Jerome Duplessis, 54, a former tailor, paid #65 towards a nine-week course in pattern-cutting at the London College of Fashion to update rusty skills, and now makes clothes for his family and even alters the occasional hem for work colleagues.

"I was really impressed that the firm was prepared to spend money on me for a course that will not even benefit them directly," he says. "It's a fine idea, particularly for younger people, to give them alternative skills in case they lose their job, as well as giving them enthusiasm for learning".
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We will make education our No 1 priority:

* Cut classes to 30 or under for 5, 6 and 7 years

* Nursery places for all four year-olds

* Attack low standards in schools

* Access to computer technology

* Lifelong learning through a new University for Industry

* More spending on education as the cost of unemployment falls

EDUCATION has been the Tories' biggest failure. It is Labour's number one priority.

It is not just good for the individual. It is an economic necessity for the nation. We will compete successfully on the basis of quality or not at all. And quality comes from developing the potential of all our people. It is the people who are our greatest natural asset. We will ensure they can fulfil their potential.

Nearly half of 11 year-olds in England and Wales fail to reach expected standards in English and maths. Britain has a smaller share of 17 and 18 year-olds in full-time education than any major industrial nation. Nearly two-thirds of the British workforce lack vocational qualifications.

There are excellent schools in Britain's state system. But far too many children are denied the opportunity to succeed.

We will put behind us the old arguments that have bedevilled education. We reject the Tories' obsession with school structures: all parents should be offered real choice through good quality schools. There should be no return to the 11-plus. It divides children into successes and failures at far too early an age.

We must modernise comprehensive schools. Children are not all of the same ability, nor do they learn at the same speed. The focus must be on levelling up, not levelling down.

With Labour, the Department for Education and Employment will become a leading office of state. It will give a strong and consistent lead to help raise standards in every school. Standards, more than structures, are the key to success. Labour will never put dogma before education. Our approach will be to intervene where there are problems, not where schools are succeeding.

Labour will never force the abolition of good schools whether in the private or state sector. Any changes in the admissions policies of grammar schools will be decided by local parents. Church schools will retain their religious ethos.

We wish to build bridges wherever we can across education divides. The educational apartheid created by the public/private divide diminishes the whole education system.

* Zero tolerance of underperformance

Every school has the capacity to succeed. All Local Education Authorities (LEAs) must demonstrate that every school is improving. For those failing schools unable to improve, ministers will order a "fresh start" - close the school and start afresh on the same site. Where good schools and bad schools co-exist we will authorise LEAs to allow one school to take over the other to set the underperforming school on a new path.

* Quality nursery education guaranteed for all four year-olds

Nursery vouchers have been proven not to work. They are costly and do not generate more quality nursery places. We will use the money saved by scrapping nursery vouchers to guarantee places for four year-olds. We will invite selected local authorities to pilot early excellence centres combining education and care for under-fives. We will set targets for universal provision for three year-olds whose parents want it.

* New focus on standards in primary schools

Primary schools are the key to developing in every child an eagerness to learn.

Every school needs baseline assessment of pupils when they enter the school, and a year-on-year target for improvement.

We will reduce class sizes for five, six and seven year-olds to 30 or under, by phasing out the assisted places scheme, the cost of which is set to rise to #180m per year.

We must recognise the three 'r's for what they are - building blocks of all learning that must be taught better. We will achieve this by improving the skills of the teaching force; ensuring a focus on literacy in the curriculum; and piloting literacy summer schools to meet our target that within a decade every child leaves primary school with a reading age of at least 11 (barely half do today).

We will encourage use of the most effective teaching methods, including phonics for reading and whole class interactive teaching for maths.

* Attacking educational disadvantage

No matter where a school is, Labour will not tolerate under-achievement.

Public/private partnerships will improve the condition of school buildings. There will be education action zones to attack low standards by recruiting the best teachers and head teachers to under-achieving schools; by supporting voluntary mentoring schemes to provide one-to-one support for disadvantaged pupils; and by creating new opportunities for children, after the age of 14, to enhance their studies by acquiring knowledge and experience within industry and commerce.

To attack under-achievement in urban areas, we have developed a new scheme with the Premier League. In partnerships between central government, local government and football clubs, study support centres will be set up at Premier League grounds for the benefit of local children. The scheme will be launched on a pilot basis during the 1997/8 season.

We support integration into mainstream education of pupils with special educational needs, while recognising that specialist facilities are essential to meet particular needs.

* Realising the potential of new technology

Labour is the pioneer of new thinking. We have agreed with British Telecom and the cable companies that they will wire up schools, libraries, colleges and hospitals to the information superhighway free of charge. We have also secured agreement to make access charges as low as possible.

For the Internet we plan a National Grid for Learning, franchised as a public/private partnership, which will bring to teachers up-to-date materials to enhance their skills, and to children high-quality materials. We will use lottery money to improve the skills of existing teachers in information technology.

In opposition, Labour set up the independent Stevenson Commission to promote access for children to new technology. Its recent report is a programme for the future. We are urgently examining how to implement its plans, in particular the development of educational software through a grading system which will provide schools with guarantees of product quality; and the provision for every child of an individual e-mail address. An independent standing committee will continue to advise us on the implementation of our plans in government.

* The role of parents

We will increase the powers and responsibilities of parents.

There will be more parent governors and, for the first time, parent representatives on LEAs.

A major objective is to promote a culture of responsibility for learning within the family, through contracts between all schools and parents. National guidelines will establish minimum periods for homework for primary and secondary school pupils.

Teachers will be entitled to positive support from parents to promote good attendance and sound discipline. Schools suffer from unruly pupils. Exclusion or suspension may sometimes be necessary. We will, however, pilot new pupil referral units so that schools are protected but these pupils are not lost to education or the country.

* New job description for LEAs

The judge and jury of LEA performance will be their contribution to raising standards.

LEAs are closer to schools than central government, and have the authority of being locally elected. But they will be required to devolve power, and more of their budgets, to heads and governors. LEA performance will be inspected by Ofsted and the Audit Commission. Where authorities are failing, the Secretary of State may suspend the relevant powers of the LEA and send in an improvement team.

* Grant maintained schools

Schools that are now grant maintained will prosper with Labour's proposals, as will every school.

Tory claims that Labour will close these schools are false. The system of funding will not discriminate unfairly either between schools or between pupils. LEAs will be represented on governing bodies, but will not control them. We support guidelines for open and fair admissions, along the lines of those introduced in 1993; but we will also provide a right of appeal.

* Teachers: pressure and support

Schools are critically dependent on the quality of all staff. The majority of teachers are skilful and dedicated, but some fall short. We will improve teacher training, and ensure that all teachers have an induction year when they first qualify, to ensure their suitability.

There will be a general teaching council to raise standards in the profession. We will create a new grade of teachers to recognise the best. There will be speedy, but fair, procedures to remove teachers who cannot do the job.

The strength of a school is critically dependent on the quality of its head. We will establish mandatory qualifications for the post. A head teacher will be appointed to a position only when fully trained to accept the responsibility.

* Higher education

The improvement and expansion needed cannot be funded out of taxation. Our proposals for funding have been made to the Dearing Committee, in line with successful policies abroad.

The costs of student maintenance should be repaid by graduates on an income-related basis, from the career success. The current system is badly administered. We will provide efficient administration, with fairness ensured by longer payback periods where required.

* Lifelong learning

We must learn throughout life, to retain employment through new and improved skills. We will promote adult learning both at work and in the critical sector of further education.

In schools and colleges, we support broader A-levels and upgraded vocational qualifications, underpinned by rigorous standards and key skills.

Employers have the primary responsibility for training their workforces in job-related skills. But individuals should be given the power to invest in training. We will invest public money for training in Individual Learning Accounts which individuals - for example women returning to the labour force - can then use to gain skills they want. We will kickstart the programme for up to a million people, using #150m of TEC money which could be better used and which would provide a contribution of #150, alongside individuals making small investments. Employers will be encouraged to make voluntary contributions. We will also promote the extension of the Investors in People initiative.

Our new University for Industry, collaborating with the Open University, will bring new opportunities to adults seeking to develop their potential. This will bring government, industry and education together to create a new resource. The University for Industry will be a public/private partnership, commissioning software and developing the links to extend lifelong learning.

* Government spending on education

The Conservatives have cut spending on education as a share of national income by the equivalent of more than #3bn as spending on the bills of economic and social failure has risen. We are committed to reversing this trend of spending. Over the course of a five-year Parliament, as we cut the costs of economic and social failure, we will raise the income spent on education.
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Manifesto details: Education is at forefront of commitments to build a more inclusive society.

Tony Blair held up a dual message of caution and radicalism to the British electorate yesterday with the launch of his party's 1997 manifesto.

The following is an edited text of the manifesto.

Education

Education, the manifesto says, is Labour's number one priority. The party promises that over the course of a five-year parliament, it would raise the proportion of national income spent on it.

There should be no return to the 11-plus, but comprehensive schools should be modernised with a focus on higher standards. All education authorities must prove every school is improving. A "fresh start" would be ordered for those that do not, and they would be closed down and opened again on the same site. In some cases, good schools would be allowed to take over bad ones.

Money saved from scrapping nursery vouchers would be used to guarantee places for four-year-olds, and targets would be set for universal provision for three-year-olds whose parents wanted it.

In primary schools, there would be testing for five-year-olds, and money from the phasing out of the Assisted Places scheme would be used to cut class sizes to less than 30 for five-to seven-year-olds.

Literacy summer schools would help to meet targets for every child to leave primary school with a reading age of 11 within a decade. A General Teaching Council would raise teaching standards, and in deprived areas there would be education action zones. British Telecom and cable companies would put schools on the internet.

Individual Learning Accounts would help adults to go back into education, and university students would be expected to repay the cost of their maintenance.

The economy

Labour would aim to spend wisely and tax fairly to ensure low inflation, rising living standards and high, stable employment levels. Economic stability is essential for sustained growth. Labour would seek to raise the trend rate of growth by strengthening the wealth-creating base.

Tax and spending

For two years, Labour would work within the departmental spending ceilings set by the Conservatives.

Labour's long-term aim is a lower starting rate of income tax of 10p in the pound. VAT on fuel would be cut to 5 per cent and there would be no extension of the tax to food, children's clothes, books, newspapers or public transport fares.

An inflation rate of 2.5 per cent or less would be aimed for, and the Bank of England reformed to ensure decision-making was more open. Labour would borrow only to invest and public debt would remain at a stable proportion of national income.

Departmental spending reviews would root out waste. A budget would be introduced within two months to bring in a windfall levy on the privatised utilities, to fund the welfare to work programme.

Health

Labour would raise spending on the National Health Service in real terms every year and put the money towards patient care. It would also cut spending on bureaucracy. As a result, extra resources would be channelled into patient care.

100,000 people would be removed from waiting lists and waiting for cancer surgery would be eliminated.

The internal market in the health service would be ended, and GPs and nurses will combine to plan local health services. Hospitals would be required to meet high standards, and managements would be held to account to performance level.

A minister for public health would be appointed to improve the health of the nation, taking into account the effects of poverty, poor housing, unemployment and a polluted environment. Tobacco advertising would be banned.

Business

Competition law would be reformed and anti-competitive practices stopped. Labour would promote competition between the privatised utilities wherever possible.

Labour would promote public/private partnerships and cut unnecessary red tape for small businesses. Advice and training would be improved through a university for industry, and a reformed Business Links network. Regional Development Agencies would be set up.

Unions and wages

Key elements of the trade union legislation in the 1980s on ballots, picketing and industrial action would be retained. People should be free to join or not join a union and where a majority of the relevant workforce wanted to be represented by one, it should be recognised.

An independent low-pay commission would advise on a minimum wage, which would be set according to economic circumstances.

Employee Share Ownership plans and co-operatives would give workers a share in their companies.

A Labour government would resist unreasonable public sector pay demands.

Welfare to work

A one-off windfall levy on the excess profits of the privatised utilities would fund a programme to give 250,000 under-25s opportunities for work, education or training. Every young person unemployed for more than six months would be given a job or training.

Four programmes would be offered to unemployed young people: private-sector jobs with a #60-per-week employers' rebate for six months; voluntary work, paying benefit plus a fixed sum for six months; full-time study on an approved course; or a job with the environment task force, linked to Labour's citizens' service scheme.

A new Target 2000 programme will replace the Youth Training Scheme, offering high-quality education and training.

For the long-term unemployed, there would be a scheme offering tax rebates of #75 per week to employers for six months if they took on someone who had been out of work for two years.

Lone parents whose children are at school would be offered extra advice to get them back into work, and new "employment zones" would offer help to all unemployed people. There would be a clampdown on Housing Benefit fraud.

Law and order

Labour would be tough on crime and tough on the causes of crime. A "zero tolerance" approach would ensure petty criminality among young offenders is addressed. Community safety orders would deal with threatening and disruptive neighbours. Child protection orders would deal with young children suffering neglect by parents because they are left out on their own too late at night. A new offence of racial harassment would be created.

Local authorities would be required to set targets for the reduction of crime and disorder locally.

Youth crime

The manifesto reiterates the pledge to halve the time it takes to get persistent young offenders from arrest to sentencing. Cautions would be replaced by a single, final warning. There would be new parental responsibility orders to make parents face up to their responsibility for their children's misbehaviour.

Drugs

Labour would appoint an anti-drugs supremo to co-ordinate the battle against drugs across government departments. The use of compulsory drug testing would be piloted and judges and magistrates would be able to issue treatment orders on drug offenders. The drug problem in prisons would be addressed with random drug testing of all prisoners.

Guns

There would be legislation to allow MPs a free vote for a complete ban on handguns.

Families

A national childcare strategy would plan provision to match the requirements of the modern labour market and help parents, especially women, to balance family and working life. Labour supports the right of employees not to be forced to work more than 48 hours per week, to an annual holiday entitlement and to limited, unpaid parental leave.

Housing

Councils would be able to reinvest receipts from council house sales in building new ones and rehabilitating old ones. Tenants in multi-occupation houses would be protected. A new form of tenancy, commonhold, would enable people living in flats to own their homes individually and to own the common parts collectively. Rules on purchase of freeholds by leaseholders would be simplified. The duty on local authorities to protect those who are homeless through no fault of their own would be reinstated. Labour is consulting on the best way to tackle the problem of gazumping.

Pensions

The basic state pension would be retained as the foundation of pension provision and would continue to be uprated in line with prices. Labour would create a new framework, stakeholder pensions, involving partnerships between financial services companies, employers and employees. Labour would retain SERPS.

Couples divorcing would have to split pensions between themselves. Local authorities would be able to continue providing old people's homes. Labour would introduce a long-term care charter defining the standard of services which people are entitled to expect from health, housing and social services. Labour would set up a review of the central areas of insecurity for elderly people.

The environment

Government departments would have to promote policies to sustain the environment. Parliament should have an environmental audit to ensure high standards across government. Labour sees no economic case for building new nuclear power stations.

Transport

Labour's goal would be to win more passengers and freight for rail. There would be more effective and accountable regulation and Labour would ensure public subsidy best serves the public interest. A new rail authority would be created to provide a strategic programme for the development of the railways. London Underground would not be privatised but a new public/private partnership would be created to improve it. Bus services would be regulated and more bus lanes provided.

Labour remains unconvinced about the need for 44-ton lorries. There would be a strategic review of the roads programme.

The countryside

Labour favours a moratorium on large-scale sales of Forestry Commission land. There would be a free vote in Parliament on whether hunting with hounds should be banned.

Arts and culture

Labour proposes to set up a National Endowment for Science and the Arts to sponsor young talent. Well-known artists would be encouraged to support young talent by donating copyright and royalties to the fund. Labour would review the distribution of lottery proceeds and aim to ensure the lottery is administered efficiently. When the current contract runs out, Labour would aim to seek an efficient, not-for-profit operator. Labour proposes a new millennium commission to support a range of education, environment and public health projects after the Millennium Exhibition is finished.

Sport

Labour would bring the policy of forcing schools to sell off playing fields to an end. It would back the bid to host the 2006 soccer World Cup and aim to attract the Olympics to Britain.

Media

The regulatory framework for media and broadcasting should reflect the realities of a far more open and competitive economy and enormous technological advances.

Political reform

The right of hereditary peers to sit and vote in the House of Lords would be ended as the first stage in a process of reform to make the Lords more democratic. Life peers will continue to be appointed, with an emphasis on crossbenchers and Labour says no political party should seek a majority in the House of Lords. Prime Ministers' Question Time would be made more effective.

There would be a referendum on the voting system for the House of Commons. On the funding of political parties, Labour would ban foreign donations and ask the Nolan committee to consider how the funding of political parties should be regulated and reformed. A Freedom of Information Act would lead to more open government.

Devolution

Labour would enact legislation as soon as possible after the election to allow the people of Scotland and Wales to vote in separate referendums on proposals for a Scottish Parliament and a Welsh assembly.

The referendums would take place not later than autumn 1997 and, if the vote is in favour, Labour would introduce substantive devolution proposals in Parliament.

Local government

Local decision making should be less constrained by central government and more accountable to local people. Councils would have a new duty to promote the economic, social and environmental well-being of their areas. To ensure greater accountability, there would be annual council elections with a proportion of councillors elected every year. Although universal council-tax capping would go, Labour would retain reserve powers to control excessive rises.

Councils would not be forced to put services out to tender. Every council would be forced to publish a local performance plan and the Audit Commission would get additional powers to monitor performance and efficiency.

London would get a strategic authority and a mayor, both directly elected, which would take responsibility for economic regener-ation, planning, policing, transport and environmental protection.

Labour would establish regional chambers, where there was clear popular consent.

Northern Ireland

Labour would continue a bipartisan approach. It is committed to reconciliation between the two traditions and a political settlement which could command the support of both.

Europe

Labour has set out a detailed agenda for reform, leading from the front during the UK presidency in the first half of 1998. Labour would aim for rapid completion of the single market, enlargement of the European Union, reform of the Common Agricultural Policy, greater openness and democracy in EU institutions, retention of the national veto and signing the Social Chapter. Any decision about the single currency would be preceded by a referendum.

Defence

Labour would conduct a review to consider how the role of the armed forces should be adjusted. Labour would retain Trident and press for multilateral negotiations towards reductions in nuclear weapons.

Labour would work for implementation of the Chemical Weapons Convention and ban the import, export and manufacture of all forms of anti-personnel landmines with an immediate moratorium of their use.

International relations and aid

Labour would press for a reform of the UN, including an early resolution of its funding crises and a more effective role in peace-keeping.

A cabinet minister would lead a new department of international development. Labour would make the protection and promotion of human rights central to foreign policy.
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The Liberal Democrats have a well-worn mantra on education policy - others may claim education is their priority and passion, but only if we are prepared to pay for improvement.

A pledge to put an extra penny in the pound on income tax to invest in education is Paddy Ashdown's best known and most promoted election promise, and part of a package of measures which mark the Liberal Democrats out as the most radical of the three main parties on education.

Teachers, promised smaller class sizes and more cash for resources, would regard such a deal as "an apple for the teacher with jam on it", as one delegate sceptically told his union conference this Easter.

However, the party which is least likely to win power on May 1 has also troubled to include the least concrete detail on the mechanics of its proposals.

Only the Liberal Democrats are promising to bring all schools, including grant maintained, back into a single frame work under "light touch" local authority control.

Labour also promises to abolish GM status but will offer schools the option of staying at arm's length from local education authorities along the same lines as church schools.

The Liberal Democrats are against selection, but would leave the future of grammar schools to be decided locally. However, they omit to explain how local education authories could measure public support or opposition to grammars.

On class size, the party goes beyond Labour's promise to a maximum of 30 for five-, six-and seven-year-olds, pledging to extend the same ceiling to all primary schools within five years.

The National Curriculum, to be tinkered with by Labour, would be cheerfully scrapped by the Liberal Democrats, who pledge to replace it with a teacher-pleasing Minimum Curriculum Entitlement.

The party is also more generous than its rivals towards training and further education - the unfashionable Cinderella sector which frequently complains of losing out to schools and universities. In a radical, uncosted but highly expensive move, it promises to pay course fees for all adults on approved further education courses, which students must currently finance themselves.

The money would be paid into individual learning accounts available to every adult and including contributions from government, individuals and employers.

The Liberal Democrats, with #2bn annually in extra income tax to spend, sprinkle education spending pledges more liberally through their manifesto than the other parties. First call on the pot of money would be nursery education. Like Labour, it would scrap nursery vouchers and seek to offer early years education not only for four-year-olds but all three-year-olds whose parents wanted it.

The #2bn pot, looking somewhat elastic-sided, is also earmarked for increased invest-ment in books and equipment, for higher education and primary class size reductions.

More jam on the apple for teachers is a #500m pledge over five years to tackle school repairs and maintenance. But the spending would only dent the estimated #3.2bn backlog on repairing crumbling schools.
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Money for him? More time at home? Get real, writes Natasha Walter

THE big idea that John Major hopes will change his fortunes has turned out to be an appeal to women voters - a tax break for spouses who stay at home to look after their children.

This wheeze is designed to capture the hearts of the women - once so thoroughly Tory - who are now shaking up the opinion polls. Until the late Eighties, every Conservative government relied on the gender gap - the fact that women were much more likely than men to vote Tory.

Although older women still support the Conservatives, younger women no longer do. The gender gap is disappearing at last. Women are stirring, and the Tories are scared.

Have all the parties now realised that women are not a minority in Britain? If so, it is not before time. Women make up 52% of the population and they form a greater majority of voters. In the last election, 82% of women voted compared with 79% of men - a difference of more than a million votes.

Many of these votes are still to be won. As the Fawcett Society (in its publications, Winning Women's Votes and It's Not Like Picking a Football Team) has pointed out, one in three women say that they still haven't decided how they will vote in this election. Indeed, in the last election 16% of women made up their minds in the 'last few days' before polling day.

The Tories' anguished realisation that they need to win back the support of women is clearly seen in their manifesto. Once we would have expected the Labour manifesto to give us a gesture towards equal opportunities. Now it is the Conservatives who have decided to devote a section of their manifesto solely to women.

Headed 'Opportunities for Women', it begins optimistically: 'Women have a better education, more financial independence and more opportunities than at any other time in Britain's history.'

But the reader will be struck by this sentence in the next column: 'It is wrong to imagine that we can only help our fellow man through state action.'

Of course, no one who worked on the manifesto thought our fellows might also be women. More than 90% of Conservative MPs are men - fellow women are few and far between.

The eerie absence of fellow women might explain why Mr Major's carrot for women voters is so unpalatable. How did he come up with this policy? The Times tells us it was 'a result of a classic behind-the-scenes compromise between Kenneth Clarke and the Prime Minister'. So two middle-aged men with stay-at-home wives decided that what women really want is to stay out of the workplace to give their husbands a tax break.

The middle-aged men failed to do their research. They have failed to see that not only are more women working than ever before, but they are now reporting even greater attachment than men to the workplace. The movement into work is a real revolution that has affected everything about women's lives: their economic independence; their relationships; their ambitions; and, yes, their voting habits. The Conservatives' big idea is a retrograde step. It fails to take account of that revolution and, as a step to safeguard 'the family', it fails. It fails to take account of the needs of families where both parents work or where both parents are out of work.

And it fails to take account of the families of single parents. The women and children in the greatest need are to be found in households where there is no working adult.

Mr Major has chosen to ignore these women, in favour of the wives of well-off men in full-time work who can afford to stay at home. Will that get back his female support? The answer is hardly likely to be yes. But at least the parties are belatedly deciding to court women voters.

Although the agendas of women and men are generally similar and there are no issues that affect only men or only women, men and women do differ on the weight they give to certain issues when deciding how to vote.

Women see education and health care has having a high priority, while placing less importance on income tax and general economic management. The political debate has certainly shifted over the last few years and in this election education is pressing forwards to take centre stage, while economic management is figuring less than we might have expected.

But certain issues that women want to hear about remain unaddressed. According to research carried out by Mori and the Fawcett Society, 29% of women, compared with 19% of men, feel that pay and conditions for part-time workers are a central priority for them. That compares strikingly with,say, the 28% of women who are concerned about law and order.

Twenty per cent of all women, against 13% of men, put the level of child benefit as a top priority. Indeed, an increase in child benefit would be a far more efficient way of combating family hardship than the Conservatives' tax break. The child benefit is paid directly to the main carer, usually the mother, while the proposed tax break would be paid directly to the working spouse, usually the husband.

In contrast to the Conservative manifesto, the Liberal Democrats' offering has tried to be all things to all women - covering everything from domestic violence to targets for women in public life. If the Lib Dems stood a chance of putting any of it into action, women might be getting excited.

But let's go to the proposals of the presumed government-in-waiting, the Labour Party. Unlike Mr Major, Tony Blair has noticed that women have a great variety of roles - and not only in the capacity of a mother. His manifesto tells us that 'as many women who want to work should be able to do so'. He mentions the help that women returning to the workplace will accrue if Labour sets up its 'individual learning accounts' and he reminds us that the minimum wage will be 'of particular benefit to women'.

This sounds promising. Too right, women workers need a minimum wage. Over three million women, compared to under two million men, earn under #4 an hour. Hopefully, if these women vote for Labour their trust will not be betrayed.

The Labour Party also promises that its 'national childcare strategy' will 'help parents, especially women, to balance family and working life'. What is this strategy? I leafed feverishly through the manifesto in pursuit of it, and eventually realised that the only pledge on offer was that all four-year-olds would get nursery places.

It's not enough. Parents who want to work when their children are younger than four also need a better infrastructure of child care. Parents of children over the age of four need a better network of after-school and holiday clubs, and parents on low incomes need more help with the financial burden of child care. Until a national childcare strategy is indeed devised and put into place, women will not be able to balance work and family life with any freedom.

So no, Tony, we're not very impressed. But if Labour does win by, say, a 6% swing, there will be more than 100 women MPs for the first time in history. Maybe then we will really see women making an impact on party policy. Maybe then the priority that women put on pay issues, health care, child care and child-centred benefits will begin to bite. And then women will begin to take an equal place alongside those fellow men.

Battle begins for business vote - Election - General.

By Archie Norman and Lord Hollick.

1959 words

Publication date: 6 April 1997

Source: The Sunday Times

(c) 1997 Times Newspapers Ltd Not Available for Re-dissemination.

ARCHIE NORMAN, chairman of Asda, believes the Tories have transformed business and must be allowed to finish the job.

T he past 18 years of Conservative government have driven a revolution in British business, attitudes, culture and management capability. That change is now three-quarters complete - the final period of re-engineering is still to come. Only a Conservative election victory will ensure the culture of change is allowed to grow deep roots. More than this, new Conservative thinking on the welfare state, share ownership and deregulation is a business agenda with exciting potential.

It is generally accepted that the outlook for the economy is better than for decades. This is not just part of a cyclical recovery but flows from the way the Conservatives have re-engineered the political and social environment to make Britain a better place to work and to employ people.

It is a measure of the success of Conservative reform that Labour finds it must claim to be "business-friendly". But nobody should be deluded into thinking Labour attitudes to business are more friendly than armed neutrality. By contrast, Conservatives promise to complete the greatest programme of pro-business, supply-side reform seen this century.

For those of us who entered business in the depressing days of the 1970s, it is self-evident that the past 18 years have seen a revolution in management culture.

The culture of achievement extends right through business. Even traditional establishment companies have changed the way they manage. Shopfloor reforms have enabled American and Japanese-style management to become prevalent and be redeveloped in a British environment. Today's top managers are younger, more dynamic, more shopfloor oriented and more customer and employee-friendly than our continental counterparts.

Lower personal tax has encouraged achievement and attracted top executives and scientists to Britain. The public sector, traditionally a bastion of retrograde management, has adopted free-market management principles. Introducing market principles in education and health has sparked a quantum-leap improvement in man agerial attitudes and understanding of the economics of social provision.

These changes explain why the economic recovery is not just a cyclical bounce but is fundamental. Out of every three new small enterprises starting up in the European Union, one is in Britain.

For business people there should be only one issue in the election - not the economy, not social re-engineering, not personal taxation, not some transient 'feel good' factor. It is competitiveness - our ability to produce higher quality at lower cost, to employ, motivate, and manage better; in other words changes in underlying ability, not just today's upturn.

Conservative reforms have made Britain competitive. Some are irreversible, but many depend on continuing reform. Managers today know that change has to be continuous for companies to stay ahead. The economy is no different.

But Labour acceptance of pro-enterprise and pro-business policies is skin-deep. Intellec tual acceptance extends to only a few people surrounding Tony Blair. In 1992, Frank Dobson said of company directors: "Yes, it's the politics of envy. We're envious of their wealth. These people are stinking, lousy, thieving, incompetent scum." It is hard to believe that he has suddenly decided we should rejoice in the success of top managers.

With the arguable exception of a positive attitude towards education, Labour policy would harm competitiveness. The windfall tax has its roots in the idea that profit made by private entities must be judged by politicians to be "fair" and if not can be retrospectively sequestered. The social chapter will provide the vehicle for "levelling up" our employment costs to those of continental Europe. The minimum wage, innocuous if set at low levels, will provide a vehicle for trade-union bargaining with government, for an annual ratchet effect on wage differentials, and the lurking shadow of a wages policy.

Business competitiveness is not just affected by employment law and commercial tax. Our competitiveness depends on the effect that social, tax, and public-sector management policies have on working people, motivation, and management. Here Labour remains backward-looking.

Labour would increase personal tax. The pressure to spend more would be irresistible - there is hardly a Labour goal that does not have spending implications. Even if we accept that the wilder tax-and-spend days are over and that income tax may not rise, Michael Meacher's point that there are some 200 other taxes and personal allowances that can be adjusted seems persuasive.

Labour would adopt an enthusiastic approach to regulation on employment, safety, consumer and other directives from Brussels. The real transformation in Labour thinking is from ownership socialism to regulatory socialism.

By contrast the Conservative instinct is pro-enterprise, with a far-reaching and exciting programme for the next five years. Perhaps the misfortune of John Major's government has been that it has never had the visceral instinct to articulate a vision and the blunt speaking that business leaders respect.

The full portrait of the enterprise society has yet to be painted. Few, for instance, yet understand the deregulation initiative, a new way of thinking about how to make business-friendly law.

Perhaps the greatest reform of all is the restructuring of the welfare state. This will mean that employees will own their pensions instead of having them whipped away by the state for a wholly inadequate return. This is the next great hurdle in giving back to individuals responsibility and control over their lives.

The fourth quarter of Conservative reform is in many ways the most important quarter. It is not just a period for consolidation but a period for bold advances.

Today the Conservative idea is seen across the world as the vanguard of productive political thinking about enterprise. What has been achieved has been a revolution. Now let us finish the job.

LORD HOLLICK, chief executive of United News & Media, sees UK plc as an underperformer that needs a change of leader.

An underperforming business needs a change of leadership and what is right for companies is also right for UK plc. This is why Britain needs a fresh start with Tony Blair and new Labour.

At the heart of this election is the issue of prosperity - for the individual and the nation. The Conservatives tell us all is well, we stand on the edge of a golden age. This is a dangerous mix of complacency and hyperbole. We can, and need to, do better.

We are experiencing a strong upswing. But it cannot disguise fundamental problems that have hampered Britain's performance in the past and will continue to do so if not corrected.

The Commission on Public Policy and British Business was set up 18 months ago to examine these problems.

This independent group of business leaders - including David Sainsbury and George Simpson - and academics analysed Britain's record, studied our weaknesses and strengths, and came up with recommendations to improve performance. The commission found plenty to praise. But our seemingly inexorable fall in the world growth league - we are now 16th - was laid at the door of our persistent underinvestment in people, technology and infrastructure, our failure to embrace a whole-hearted approach to competition and our attachment to boom-bust cycles.

Companies have been scarred over the past 18 years by two deep recessions, which have damaged confidence and fuelled the underinvestment that is holding back the recovery. The economy is in danger of overheating. Low investment levels, skill shortages and production bottlenecks are already causing problems.

Britain has world-beating companies but not enough of them. We have a long tail of underperformers and too many people with skill levels that are too low. You cannot build a world-beating economy on these foundations. It demands sustained investment in people, infrastructure and business.

New Labour has promised to tackle these flaws. This is why Blair has made clear education will be the passion of his government, which will invest in our future by raising standards in schools to close the skills gap with our competitors. Too many children leave school without basic numeracy and literacy, let alone the skills they need to allow them to play a role in our economic future. One in seven has trouble with reading, one in five with basic maths. More than ever before, education is linked to employment and economic success.

Education must continue throughout one's working life. The world is changing faster than ever and skills need to be constantly updated. New ones have to be learnt as old ones become redundant. The alternative is national decline, redundancy and business closure.

New Labour's manifesto sets out proposals to make it easier for those in work to update their skills and learn new ones. They include a University of Industry, which could do for training what the Open University - another Labour innovation - has done for home study, and Individual Learning Accounts, where those prepared to invest in their education will be given cash help. This commitment to lifelong learning will be welcomed by business people.

The business community also welcomes new Labour's commitment to providing a stable economic framework. This is vital for firms planning and investing for the future. Gordon Brown's pledge that Labour would match the present 2.5% inflation target has been welcomed. His promise of tight control of borrowing, the new "golden rule" that Labour would only borrow to invest over the economic cycle also reassured business people concerned at how John Major has doubled the national debt.

But new Labour's manifesto contains much more that is attractive to business. It shows the party's determination to promote compet ition because it is good for consumers, good for business at home and gives firms an edge when battling for orders abroad. It recognises the importance of a flexible labour market and pledges that key industrial-relations reforms will be kept in place. It guarantees that income-tax rates will not rise during the next parliament, finally burying the party's old tax-and-spend image.

New Labour's views on Europe are also more in tune with business, which is concerned about growing calls by Tories for withdrawal from the European Union, a market of 370m people, taking nearly 60% of our exports. Withdrawal would put 3.5m jobs at risk and threaten our inward investment success.

But while business sees Britain's future in the EU, it also wants reform - completing and strengthening the single market, overhauling the Common Agricultural Policy, and stemming the flow of regulations from Brussels. That requires Britain to lead in Europe, not follow.

And as with so much else, this change depends on leadership. Examine Britain as a company. Nobody would doubt the prescription for a company that has underperformed under the same management for 18 years, would be a leadership change.

In the end, the decision at this election depends on who you believe offers the best hope of dynamic leadership. I have no doubts. I have known Blair for 10 years. He is an outstanding leader and manager. He has a clear vision of what needs to be done, a strong sense of conviction and duty, and a determination, mixed with necessary ruthlessness, to drive change through.

I have watched him grow in confidence and authority. He instinctively believes in human potential and is determined through his policies to realise that potential.

It is because of these qualities, shown in the changes he has made in modernising his party - a management task on a heroic scale - that I am confident Blair has the vision, leadership and policies to give Britain a fresh start.

(c) Times Newspapers Ltd, 1997.
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OUR FIRST PRIORITY IS TO:

* Give children the best start by providing high quality early years education for every 3 and 4 year-old child whose parents want it.

KEY PRIORITIES ARE TO:

* Increase funding for books and equipment in schools. In the first year, we will double spending on books and equipment to overcome the effect of recent cuts.

* Reduce primary school class sizes so that within 5 years no child between 5 and 11 will need to be in a class of more than 30.

* Tackle the backlog of repair and maintenance to buildings with 3 500m additional investment over 5 years.

* Boost chances for all adults to improve their skills and get better qualifications.

MAKING THE BEST START

Early years education is the essential building block for higher standards and achievement later on. Every #1 spent on high quality under-fives education raises standards in later life and adds up to #7 of value to the nation's economy. We will:

* Give children the best start by providing high quality early years education for every 3 and 4 year-old child whose parents want it. This will be the first call on our #2bn annual programme of extra investment in education.

* Promote high standards in early years education. We will set minimum standards for care, curriculum and premises. We will ensure that those in early years education are supervised by qualified staff.

* Provide choice in early years education. We will scrap the bureaucratic voucher scheme.

We will ensure a variety of provision from a wide range of public, private and voluntary providers.

* Raising standards in schools. We will raise standards in schools, especially in literacy and numeracy, which are still far too low.

* Improve teaching standards. We will set up a General Teaching Council, charged with improving teaching standards and making teaching a profession to be proud of again. We will provide more opportunities for professional development and reward excellence in teaching. We will help poor teachers improve, but if they cannot, we will ensure they do not continue to teach.

* Encourage schools to succeed. We will strengthen the inspection system so that it helps schools and we will extend inspection to monitoring Local Education Authorities (LEAs).

* Strengthen discipline in schools. We will support teachers in maintaining discipline and provide them with the means to do so - for example, by providing better access to special referral units. We will require every school to develop a policy to tackle bullying and truancy. We will launch a national Truancy Watch scheme. We will oblige LEAs to fulfil their responsibilities to educate pupils excluded or suspended from school.

* Measure achievement in pupils and schools. We will give every pupil a Personal Record of Achievement which will enable them to build up a set of nationally accredited qualifications and record their other achievements. We will require schools to publish meaningful information on their standards, achievements and plans for the future.

* Improve the National Curriculum. We will replace the National Curriculum with a more focused and flexible Minimum Curriculum Entitlement. We will ensure that religious education provides pupils with an understanding of the major traditions of belief in this country.

* Boost literacy. We will establish special literacy programmes involving parents with teachers in a drive to ensure that 90% of all pupils reach their expected reading age by 2005

INVESTING IN SCHOOLS

Extra investment for well-equipped classrooms and better-maintained buildings is essential if standards are to improve. We will:

* Increase funding for books and equipment in schools. In the first year, we will double spending on books and equipment to overcome the effect of recent cuts. A typical primary school of 250 pupils will get an extra #16,000. A typical secondary school of 1,000 pupils will get an extra #110,000.

* Reduce primary school class sizes so that within 5 years no child between 5 and 11 will need to be in a class of more than 30.

* Tackle the backlog of repairs. We will invest an additional #500m over 5 years in repairing crumbling and unsafe buildings.

* Support children with special needs. We will fully fund the implementation of the Code of Practice for Special Educational Needs.

A NEW PARTNERSHIP FOR SCHOOLS

Involving parents in the education of their children and ensuring schools are supported by local communities are both essential to achieving higher standards and a better use of resources. We will:

* Increase the role of parents in education. We will extend home/school/pupil links, develop home-school partnership arrangements and support parents with information and resources to help them help their child. We will require the schools inspection service to report on home-school partnerships as part of school inspections. We will promote school councils and guarantee automatic representation on governing bodies to staff and, where appropriate, students.

* Open up schools to the whole community. We will encourage schools to develop courses for parents, build links with local leisure organisations to open up school sports facilities to the community and work with local businesses to provide improved computer education.

* Give all schools more independence and allow them to develop their own styles and strengths. We will devolve as many powers as possible to schools and give them more control over their budgets. We will make new "light touch" LEAs responsible for those functions that cannot be undertaken by individual schools on their own, such as coordination, planning and monitoring standards. We will bring grant-maintained schools and City Technology Colleges into this new framework and scrap the Funding Agency for Schools. Liberal Democrats are opposed to selection, but believe that decisions on this should be made by local communities through their local Councils and not by politicians at Westminster.

* Recognise the valuable role of church schools in the maintained sector. We will initiate a dialogue with all the major faiths about the role they wish to play in education in the future. Where any of the major faiths wish to establish publicly funded voluntary schools we will enable them to do so, provided that they enjoy substantial community support, offer acceptable programmes of study, provide equality of opportunity and are able to deliver the Minimum Curriculum Entitlement.

* Forge a new partnership with the independent sector. We will encourage independent schools to work with state schools. We will phase out the Assisted Places Scheme and use the money saved to enable LEAs, if they wish, to enter into local partnership schemes. These could include assisting the funding of pupils at independent schools. Pupils currently covered by the Assisted Places Scheme would, however, be protected until they finish their studies. We will require independent schools to offer the Minimum Curriculum Entitlement. We will extend charitable status to all schools without affecting total Council funding and maintain the VAT exemption on school fees.

EXTENDING LIFE-LONG LEARNING

In the information age, education must be a life-long activity from which people can benefit anywhere and at any time, rather than being something that only happens in school. We will:

* Widen access to further education. We will give every person an Individual Learning Account as the basis for life-long post-school education with contributions made by the state, individuals and employers. Our aim is that the state contribution will be at least equivalent to the cost of fees on approved courses. We will replace the Student Loans Scheme with a fair repayment scheme linked to salaries in later life. We oppose top-up fees for tuition. Our aim is to ensure that students on approved courses (including part-time courses) up to first degree level are treated equally.

* Promote flexible learning. We will create a higher standard credit-based system for all post-14 courses, including the current A-levels and degree courses. We will work with the private sector to link all schools to the Information Super Highway and ensure that they have the equipment and skills to take advantage of this.

* Promote training in the workplace. To support companies that invest in education and training, and to encourage others to do so, we will introduce a 2% remissible levy on company payrolls. This would be deductible against the cost of providing accredited training or making contributions to the Individual Learning Account. Small businesses will be exempt. We will give Training and Enterprise Councils the leading role in forging local partnerships to meet youth training and employment needs.

* Expand training opportunities for young people. Our aim is to ensure that 16-19 year-olds receive the equivalent of at least 2 days a week education or on-the-job training.

* Boost chances for all adults to improve their skills and get better qualifications. We will ensure that all adults on approved courses or training have access to financial support, either through their Individual Learning Accounts or from their employer using our new remissible training levy.

* Improve the quality of tertiary courses. We will create a new Quality Council to ensure high standards and value for money in all post-16 education and training courses.

* Secure academic freedom. We will ensure the funding of university teaching and research, safeguard academic freedom and standards.

(c) Times Newspapers Ltd, 1997.
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Tessa Blackstone says eternal students will be encouraged.

Britain's best way to promote prosperity is to end complacency about the skills of the workforce. Fifty-three per cent of our 18-year-olds are in education, compared to 84% in France and 85% in Germany. One in six adults has a very low level of literacy and numeracy, being unable, for example, to calculate change from simple purchases. Among employers, more than one in five believe their firms' productivity is hampered by skill shortages. While the Tories dither, Labour has devised imaginative policies to respond to these failures.

Two challenges must be faced. First, a wider range of people should be helped to unleash their talents and to improve their employability. People's chances of becoming more skilled are heavily dependent on their jobs, their earnings, the size of their employer, and how well they did at school. For example, someone with a degree is eight times more likely to receive job-related training than someone without any previous qualifications. The result is a vicious spiral which exacerbates inequality of opportunity.

The second challenge is to encourage learning that is lifelong. In the past, young people acquired skills that were expected to last them throughout their lives. Today, technological change means that much of what is learnt has a finite and shrinking life. People must continually acquire higher levels of knowledge, skills and understanding. It is absurd to assume that education starts at five and ends at 16, 18 or even 25.

Labour's measures to raise standards in schools will make school-leavers more able and willing to go into further education or training. The one-off windfall levy on the excess profits of the privatised utilities has featured prominently in the election campaign. How Labour will spend it has not. It will fund an ambitious programme to give 250,000 under-25s jobs and qualifications. But is learning a regular activity for so few people? Why do so many people do none at all? Why does almost everybody do less than they would like?

Answers lie in the obstinate barriers that people face; the leisure they have to give up, the distance they have to travel, the high cost of many courses, the poor quality of information and the confusing array of options. Some providers are finding innovative ways of knocking down these barriers, and there is clear evidence of the success of employee development schemes provided by companies such as Ford and Rover, in-work learning centres, and multimedia software and computer-based networks. But developments have been piecemeal.

Thirty years ago the Open University was established by Harold Wilson's Government. Since then it has awarded 160,000 degrees. Such institutions as the OU and Birkbeck College have made higher education available to people for whom it would have otherwise been impossible. Other universities are now responding better to the needs of part-time and mature students. The scale of change required for training is much greater. That is why Labour's University for Industry is so important.

The University for Industry will be open to everyone, providing new ways for them to develop their skills, gain qualifications at whatever level, improve their job prospects, and take control over their own learning programmes and careers. The university would bring together the best courses, materials, expertise and information, and make them available to vast numbers of new learners. Some will learn at work, others at home. But if the initiative is to have a big impact on those who are left out at present, it is vital that people have easy access to public locations. There should be a national network of local centres, in libraries, schools and high street outlets, offering equipment, learning packages, tutoring and guidance. This would allow the government to take a strategic approach to the long-term skill and knowledge needs of the workforce, and to commission new courses.

The university should also inspire greater demand for learning, which the evidence shows is higher than has been assumed and than is being met. Other ways of encouraging both individuals and employers will be needed. Companies with "Investors in People" status are much more likely to help their employees to develop their skills beyond those needed simply for the job. Labour will be promoting a rapid extension of this initiative among small firms. But with relationships between employers and employees weakening, and career patterns becoming more fractured, people should be helped to take greater responsibility for their own development. They will be able to do so through "Individual Learning Accounts", bringing together contributions from the individual, the employer, and where necessary the State. Labour will be kickstarting the scheme by putting #150 into each of a million accounts, using unspent money from Training and Enterprise Councils, for people in specific targeted groups, such as women returning to work or changing careers after a break, if they make a small investment of their own.

No government can guarantee that everyone will fulfil his or her potential. All governments should provide more vigorous leadership than the Conservatives have over the past 18 years. The government must promote a learning culture so that "eternal student" is never again a term of abuse.

Baroness Blackstone is a Labour spokesman in the Lords.

(c) Times Newspapers Ltd, 1997.
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Nursery places for all four-year-olds

1

Maximum class size of 30 for 5, 6 and 7-year-olds

1

Assessments for all primary school entrants

1

Literacy and numeracy strategy to guarantee 10 and 11-year-olds reach expected standards

1

New qualification for head teachers

1

Induction year for newly-qualified teachers; and "quick but fair" system for removing incompetent teachers

1

New grade to recognise the best teachers; Associate Teachers to bring specialist expertise into schools

General Teaching Council to raise standards in the profession

Organising school classes, including setting by ability and accelerated learning, to help bright and slow learners

Broadening A levels and upgrading vocational qualifications

Linking every school to the information superhighway

Public-private partnership to improve the quality of school buildings

Every school and education authority to have annual improvement targets

Giving failing schools a "fresh start" - by closing them down and starting them again

Home-school contract for every pupil

More parental influence on governing bodies and education authorities

Minimum homework guidelines for every pupil; urban homework centres

New scheme, Target 2000, including day release from work, to get all 18-year-olds up to the equivalent of five good GCSEs

3

Improving access to higher education through a fair and efficient system of funding

3

Individual Learning Accounts for adult learning, and a University for Industry to extend life

long learning for people at work

3

Increased funding for education as cost of unemployment is cut.

The Election - The Big Issue - Education - Soothing words, but nothing new.

By JOHN CARVEL EDUCATION EDITOR.
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Tony Blair offered no quick fixes to a complex problem

TONY BLAIR'S speech was more like a ministerial teach-in alerting colleagues to the complexity of the subject than an attempt to sway votes by highlighting a couple of key themes.

The breadth of approach will be welcomed by the professionals who know there is no single measure - with the possible exception of unavailably large pots of extra public spending - which could address, for example, pre-school reading skills at the same time as raising standards at university. But the political impact on the doorsteps may be limited.

After two years of hard slog by David Blunkett inventing fresh initiatives to keep education at the centre of the political debate, Mr Blair was not trying to make new policy announcements. He did, however, flesh out Labour's answer to the anguish faced by many parents - particularly in the inner cities - who fear the local comprehensive is not good enough for their children.

This is the question on which the Conservatives most want to focus because of th e Blair family's own choice of a grant-maintained school some distance across London in preference to the local authority option.

Mr Blair said: "I have no intention of waging war on any schools except failing schools. So far as the existing 160 grammar schools are concerned, as long as the parents want them, they will stay. Grant-maintained schools will prosper. Church schools will too ... We will tackle what isn't working, not what is."

Labour would redirect the Conservative programme, encouraging comprehensives to bid for extra funds to specialise in technology, languages, music or sport. It would make them "beacons of excellence", sharing their specialist facilities with other local schools. The main beneficiaries would be "all gifted children" in the area who could take advantage of the extra provision "both during the normal school week and after hours and at weekends".

The scheme would be directed particularly at the inner-cities, where schools would be encouraged to agree partnership bids instead of competing against each other. However, Labour has not followed the promise made by the Tories at the start of the campaign to double the cost of the programme. Mr Blair's target is 450 specialist comprehensives, while Mr Major is aiming at 720 specialist schools. Specialist status brings a start-up grant from the Government worth #100,000 (which has to be matched by local fundraising), plus a subsidy of #100 per pupil.

Conservative Central Office denied Mr Major was about to adapt the initiative to provide extra subsidies for schools converting to grammar school status. He has not yet explained how he would deliver "a grammar school in every town", but the policy due to emerge over the next few days is expected to encourage ballots of parents on whether their children's schools should become more selective.

The 21 steps

Nursery places for all four-year-olds

1

Maximum class size of 30 for 5, 6 and 7-year-olds

1

Assessments for all primary school entrants

1

Literacy and numeracy strategy to guarantee 10 and 11-year-olds reach expected standards

1

New qualification for head teachers

1

Induction year for newly-qualified teachers; and "quick but fair" system for removing incompetent teachers

1

New grade to recognise the best teachers; Associate Teachers to bring specialist expertise into schools

General Teaching Council to raise standards in the profession

Organising school classes, including setting by ability and accelerated learning, to help bright and slow learners

Broadening A levels and upgrading vocational qualifications

Linking every school to the information superhighway

Public-private partnership to improve the quality of school buildings

Every school and education authority to have annual improvement targets

Giving failing schools a "fresh start" - by closing them down and starting them again

Home-school contract for every pupil

More parental influence on governing bodies and education authorities

Minimum homework guidelines for every pupil; urban homework centres

New scheme, Target 2000, including day release from work, to get all 18-year-olds up to the equivalent of five good GCSEs

3

Improving access to higher education through a fair and efficient system of funding

3

Individual Learning Accounts for adult learning, and a University for Industry to extend life

long learning for people at work

3

Increased funding for education as cost of unemployment is cut.
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Simon Targett reports on the rigours or otherwise of attending a summer school. 

The summer school is set to become the fashionable form of learning in the new millennium. 

Job insecurity and the need to acquire "employability skills" - "upskilling" is as familiar on the shop floor as in the boardroom - has already forced thousands of workers to develop the taste for summertime study. 

If Labour wins the general election, this trend is likely to continue, since it has pledged to "kick start" the idea of individual learning accounts with #150m of Training and Enterprise Council money. With this, a million people would receive #150 and the chance to embark on a course of their choice. 

Tony Blair, the party's leader, has also pledged to set up literacy-based summer schools across the country so that primary school children can have extra lessons in reading and writing. If these go ahead, it would mean a generation of children growing up used to whiling away the lazy summer months by undertaking some form of recreational study. 

This is likely to put a spring in the step of the summer school industry. But there is already an enormous choice of courses on offer, ranging from "agro-forestry for sustainable land use" (Wye College, London) to "yoga for busy people" (Weald College, Middlesex). The cost also varies to suit all pockets, from just a few pounds for day courses to well over #1,000 for summer-long residential courses. 

Fee-paying schools have a long-established tradition of running summer schools, offering residential courses in pleasant rural surroundings. One is Millfield School in Somerset. 

This year, the famous boarding school is offering courses in "dowsing and divining", "Egyptian Oriental Dance" and "cottage garden embroidery" as well as the usual fare of "graphology", "hammock making" and "trout fishing". 

For the athletic, there is a swimming course in the Olympic-size pool or an intensive five-day "Bollettieri" tennis course which uses the method devised by Andre Agassi's coach. 

In all, around 40 independent schools run summer schools, according to the Independent School Information Service, which publishes a brochure of courses. Again, if Labour wins the election, more are likely to open their facilities to the general public, since David Blunkett, shadow education secretary, has warned that wealthy private schools will have to earn their charitable status by forming partnerships with the local community. 

Specialist colleges and museums are increasingly putting on summer courses, especially in art and drama. The V&A, the national museum of art and design, runs a month-long "History of the visual arts in the West" which is tailor-made for "enthusiastic beginners". There are also art-oriented summer schools at Central Saint Martins, the Slade School of Fine Art and the Roehampton Institute in London. 

Meanwhile, for actors and directors, there is the "Shakespeare Workshop" offered by the London Academy of Music and Dramatic Art. It runs from July 21 to August 15 and costs #1,612 ( #1,250 without accommodation). 

With over 300 applications for around 30 places, it is highly competitive, but successful students are rewarded with a taste of conservatoire training by the Lamda faculty, and occasionally stars such as Timothy West and Janet Suzman pop in to give master classes. 

Many universities have extra-mural departments which organise summer residential programmes. Cambridge University is offering more than 60 different courses at Madingley Hall, giving all those "aged from 18 to 80 plus" a chance to "experience life as a Cambridge student". 

For #845, a student can stay in Trinity, Cambridge's grandest college, and enrol on the three-week "medieval studies summer school". That would mean studying medieval illuminated manuscripts, or old Norse literature, or war and chivalry - all tutored by Oxbridge dons or professors from other top universities. There are similar college-based summer schools in history, Shakespeare, English literature and art history. 

Anyone wanting to polish up a language before a trip abroad can try one of the official national government-run institutes: for French, there is the Institut Francais; for German, there is the Goethe Institut; and for Spanish, there is the Instituto Cervantes. A two-week intensive course at the Goethe Institut runs during July and August, totals 60 lessons and costs #223. 

There are also a myriad of off-beat idiosyncratic courses, such as the #180 one-week course in sculpture run by the Portland Sculpture Trust. Working in the disused Tout Quarry on the Isle of Portland, students work the famous stone which has been used for many of London's key City sites, including St Paul's cathedral. 

Guided by a skilled mason, students hammer and chisel figurative or abstract pieces and, at the end of the week, are free to take their prized stone carving home. 

Alternatively, there are the exotic educational summer cruises, where "students", if that is the right word, tour historic locations accompanied by distinguished, and sometimes famous, guest lecturers. 

For instance, for #1,790, Swan Hellenic Cruises offers an 11-day trip around the Aegean, with star lecturers including Malcolm Bradbury, the author and literary scholar, and the Rt Rev Jim Thompson, bishop of Bath and Wells. 

This might sound rather relaxed. But, like the standard "courses", it mixes learning and leisure, and that is the essence of any summer school. It is not supposed to be a busman's holiday. 
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Simon Targett reports on the rigours or otherwise of attending a summer school. 

The summer school is set to become the fashionable form of learning in the new millennium. 

Job insecurity and the need to acquire "employability skills" - "upskilling" is as familiar on the shop floor as in the boardroom - has already forced thousands of workers to develop the taste for summertime study. 

If Labour wins the general election, this trend is likely to continue, since it has pledged to "kick start" the idea of individual learning accounts with #150m of Training and Enterprise Council money. With this, a million people would receive #150 and the chance to embark on a course of their choice. 
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This is likely to put a spring in the step of the summer school industry. But there is already an enormous choice of courses on offer, ranging from "agro-forestry for sustainable land use" (Wye College, London) to "yoga for busy people" (Weald College, Middlesex). The cost also varies to suit all pockets, from just a few pounds for day courses to well over #1,000 for summer-long residential courses. 

Fee-paying schools have a long-established tradition of running summer schools, offering residential courses in pleasant rural surroundings. One is Millfield School in Somerset. 

This year, the famous boarding school is offering courses in "dowsing and divining", "Egyptian Oriental Dance" and "cottage garden embroidery" as well as the usual fare of "graphology", "hammock making" and "trout fishing". 

For the athletic, there is a swimming course in the Olympic-size pool or an intensive five-day "Bollettieri" tennis course which uses the method devised by Andre Agassi's coach. 

In all, around 40 independent schools run summer schools, according to the Independent School Information Service, which publishes a brochure of courses. Again, if Labour wins the election, more are likely to open their facilities to the general public, since David Blunkett, shadow education secretary, has warned that wealthy private schools will have to earn their charitable status by forming partnerships with the local community. 

Specialist colleges and museums are increasingly putting on summer courses, especially in art and drama. The V&A, the national museum of art and design, runs a month-long "History of the visual arts in the West" which is tailor-made for "enthusiastic beginners". There are also art-oriented summer schools at Central Saint Martins, the Slade School of Fine Art and the Roehampton Institute in London. 
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Simon Targett reports on the rigours or otherwise of attending a summer school. 

The summer school is set to become the fashionable form of learning in the new millennium. 

Job insecurity and the need to acquire "employability skills" - "upskilling" is as familiar on the shop floor as in the boardroom - has already forced thousands of workers to develop the taste for summertime study. 

If Labour wins the general election, this trend is likely to continue, since it has pledged to "kick start" the idea of individual learning accounts with #150m of Training and Enterprise Council money. With this, a million people would receive #150 and the chance to embark on a course of their choice. 

Tony Blair, the party's leader, has also pledged to set up literacy-based summer schools across the country so that primary school children can have extra lessons in reading and writing. If these go ahead, it would mean a generation of children growing up used to whiling away the lazy summer months by undertaking some form of recreational study. 

This is likely to put a spring in the step of the summer school industry. But there is already an enormous choice of courses on offer, ranging from "agro-forestry for sustainable land use" (Wye College, London) to "yoga for busy people" (Weald College, Middlesex). The cost also varies to suit all pockets, from just a few pounds for day courses to well over #1,000 for summer-long residential courses. 

Fee-paying schools have a long-established tradition of running summer schools, offering residential courses in pleasant rural surroundings. One is Millfield School in Somerset. 

This year, the famous boarding school is offering courses in "dowsing and divining", "Egyptian Oriental Dance" and "cottage garden embroidery" as well as the usual fare of "graphology", "hammock making" and "trout fishing". 

For the athletic, there is a swimming course in the Olympic-size pool or an intensive five-day "Bollettieri" tennis course which uses the method devised by Andre Agassi's coach. 

In all, around 40 independent schools run summer schools, according to the Independent School Information Service, which publishes a brochure of courses. Again, if Labour wins the election, more are likely to open their facilities to the general public, since David Blunkett, shadow education secretary, has warned that wealthy private schools will have to earn their charitable status by forming partnerships with the local community. 

Specialist colleges and museums are increasingly putting on summer courses, especially in art and drama. The V&A, the national museum of art and design, runs a month-long "History of the visual arts in the West" which is tailor-made for "enthusiastic beginners". There are also art-oriented summer schools at Central Saint Martins, the Slade School of Fine Art and the Roehampton Institute in London. 

Meanwhile, for actors and directors, there is the "Shakespeare Workshop" offered by the London Academy of Music and Dramatic Art. It runs from July 21 to August 15 and costs #1,612 ( #1,250 without accommodation). 

With over 300 applications for around 30 places, it is highly competitive, but successful students are rewarded with a taste of conservatoire training by the Lamda faculty, and occasionally stars such as Timothy West and Janet Suzman pop in to give master classes. 

Many universities have extra-mural departments which organise summer residential programmes. Cambridge University is offering more than 60 different courses at Madingley Hall, giving all those "aged from 18 to 80 plus" a chance to "experience life as a Cambridge student". 

For #845, a student can stay in Trinity, Cambridge's grandest college, and enrol on the three-week "medieval studies summer school". That would mean studying medieval illuminated manuscripts, or old Norse literature, or war and chivalry - all tutored by Oxbridge dons or professors from other top universities. There are similar college-based summer schools in history, Shakespeare, English literature and art history. 

Anyone wanting to polish up a language before a trip abroad can try one of the official national government-run institutes: for French, there is the Institut Francais; for German, there is the Goethe Institut; and for Spanish, there is the Instituto Cervantes. A two-week intensive course at the Goethe Institut runs during July and August, totals 60 lessons and costs #223. 

There are also a myriad of off-beat idiosyncratic courses, such as the #180 one-week course in sculpture run by the Portland Sculpture Trust. Working in the disused Tout Quarry on the Isle of Portland, students work the famous stone which has been used for many of London's key City sites, including St Paul's cathedral. 

Guided by a skilled mason, students hammer and chisel figurative or abstract pieces and, at the end of the week, are free to take their prized stone carving home. 

Alternatively, there are the exotic educational summer cruises, where "students", if that is the right word, tour historic locations accompanied by distinguished, and sometimes famous, guest lecturers. 

For instance, for #1,790, Swan Hellenic Cruises offers an 11-day trip around the Aegean, with star lecturers including Malcolm Bradbury, the author and literary scholar, and the Rt Rev Jim Thompson, bishop of Bath and Wells. 
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Labour's landslide looks set to transform its legislative prospects, not least its devolution plans. 

The elimination of the Conservatives in Scotland and Wales leaves a rump English party - with no Scots or Welsh-based Commons spokesmen. They will have precious little mandate to oppose the plans which threatened to bog Labour down in parliamentary debate. 

Conservatives in the House of Lords will also find it harder to challenge changes which had been the one obvious rallying point for a divided and defeated party. 

The prospect of an easier, though still not necessarily easy, passage for devolution raises the likelihood that incorporation of the European Convention of Human Rights into UK law - a measure which could be started in the Lords early and which would help symbolise the change to New Labour - will now feature in the Queen's Speech, as, just possibly, may the promised Freedom of Information Act. 

Devolution - and ratification of whatever Labour agrees to at the European Union's Amsterdam summit next month - will dominate the first parliamentary session. 

But the headlines Labour will seek from its first Queen's Speech on May 14 will be for its big education and crime and disorder bills, together with a statutory minimum wage and health measures. These pieces of legislation are intended to demonstrate Mr Tony Blair's determination to keep his five "contract" pledges with the electorate. 

When the legislative committee meets on Monday and Tuesday, however, a host of decisions on less spectacular but possibly more urgent legislation will be needed. 

The Queen's Speech bills will include: 

Education 

Labour's priority. A white paper, then a big bill aimed at raising standards. The assisted places scheme will be phased out, providing money to start reducing class sizes to under 30 for five to seven year olds. Nursery vouchers will be scrapped, the cash switched to places for four year olds. 

Grant-maintained schools will be turned into "foundation" schools, with local authority representation on the governing body. Parent governor numbers will be increased. Parent representatives will be put on local education authorities who will be required to devolve more of their budgets to heads and governors. The Funding Agency for Schools will be abolished. 

There will be powers to allow the secretary of state to suspend "failing" LEAs and send in improvement teams, and for good schools to "take over" failing neighbouring schools. 

The teacher training curriculum will be reformed. Individual learning accounts will be created for 1m people, using #150m of Training and Enterprise Council cash. Legislation for the promised General Teaching Council may be included. 

Right to know 

Legislation to implement an EU data protection directive which provides access to personal files has to be introduced. It could be done, untidily, by regulation rather than a primary act, but there is pressure to merge it into Labour's promised Freedom of Information legislation. The scale of yesterday's victory increases the chances of it happening. 

Devolution 

Still the great time-consumer. No fewer than three bills needed - the first to set up the Scots and Welsh referendums, followed, if the votes are yes, by the large, substantive legislation. 

White papers detailing the plans will be needed before the referendum bill if Conservatives in the Lords are not to fight it on the grounds they are being asked to agree referendums on something whose details are unknown. Early white paper drafts already exist in the Scottish and Welsh offices. But officials says the timetable to hold the plebiscites in the autumn is "incredibly tight". 

A crucial decision will be whether to follow the convention for constitutional measures and take the committee stage of the bills on the floor of the House of the Commons - a potentially much longer process than shifting them into a committee upstairs. Senior Tories have warned that if that convention is broken, the Lords might break another convention - that it does not vote down manifesto commitments. 

The election result may have weakened that threat, but Labour is anyway planning a special select committee on parliamentary business which could report by the summer. That could recommend that the principles of constitutional change be debated in the Commons chamber at committee stage, but that the detail should be taken upstairs. 

In that way the shorter and easier referendum bill could be handled in line with convention, but the committee stage of the substantive legislation could be split between the Commons chamber and upstairs, thus freeing parliamentary time. If that does not work, a confrontation between a Labour government and the Lords could still be in prospect. 

A separate and later bill is expected to provide a London referendum in May 1998 on an elected authority and directly elected mayor. 

Crime/disorder 

A big bill aimed at anti-social behaviour and large-scale reform of the youth justice system. Measures will aim to halve the time taken to deal with young offenders and the law will no longer assume that 10 to 13 year olds cannot differentiate right and wrong. 

New offences of racial harassment and racially-motivated violence will be created along with a community safety order - an injunction that could include exclusion from particular areas. Child protection orders will allow police and local authorities to enforce curfews on children 10 and under. Orders requiring drug-addicted offenders to undergo treatment and random testing will be introduced, along with measures to cut drink-related crime and injuries in city centres. 

Health 

A bill to phase out the existing GP-fundholding scheme and replace it with GP commissioning will be promised, although Labour's ideas are insufficiently formed for it to appear early in the session. Likely to follow an autumn white paper. 

A ban on tobacco advertising - though not sports sponsorship - is expected along with the creation of a Food Standards Agency. 
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Labour's landslide looks set to transform its legislative prospects, not least its devolution plans. 

The elimination of the Conservatives in Scotland and Wales leaves a rump English party - with no Scots or Welsh-based Commons spokesmen. They will have precious little mandate to oppose the plans which threatened to bog Labour down in parliamentary debate. 

Conservatives in the House of Lords will also find it harder to challenge changes which had been the one obvious rallying point for a divided and defeated party. 

The prospect of an easier, though still not necessarily easy, passage for devolution raises the likelihood that incorporation of the European Convention of Human Rights into UK law - a measure which could be started in the Lords early and which would help symbolise the change to New Labour - will now feature in the Queen's Speech, as, just possibly, may the promised Freedom of Information Act. 
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When the legislative committee meets on Monday and Tuesday, however, a host of decisions on less spectacular but possibly more urgent legislation will be needed. 

The Queen's Speech bills will include: 
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Labour's priority. A white paper, then a big bill aimed at raising standards. The assisted places scheme will be phased out, providing money to start reducing class sizes to under 30 for five to seven year olds. Nursery vouchers will be scrapped, the cash switched to places for four year olds. 
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White papers detailing the plans will be needed before the referendum bill if Conservatives in the Lords are not to fight it on the grounds they are being asked to agree referendums on something whose details are unknown. Early white paper drafts already exist in the Scottish and Welsh offices. But officials says the timetable to hold the plebiscites in the autumn is "incredibly tight". 

A crucial decision will be whether to follow the convention for constitutional measures and take the committee stage of the bills on the floor of the House of the Commons - a potentially much longer process than shifting them into a committee upstairs. Senior Tories have warned that if that convention is broken, the Lords might break another convention - that it does not vote down manifesto commitments. 

The election result may have weakened that threat, but Labour is anyway planning a special select committee on parliamentary business which could report by the summer. That could recommend that the principles of constitutional change be debated in the Commons chamber at committee stage, but that the detail should be taken upstairs. 

In that way the shorter and easier referendum bill could be handled in line with convention, but the committee stage of the substantive legislation could be split between the Commons chamber and upstairs, thus freeing parliamentary time. If that does not work, a confrontation between a Labour government and the Lords could still be in prospect. 

A separate and later bill is expected to provide a London referendum in May 1998 on an elected authority and directly elected mayor. 

Crime/disorder 

A big bill aimed at anti-social behaviour and large-scale reform of the youth justice system. Measures will aim to halve the time taken to deal with young offenders and the law will no longer assume that 10 to 13 year olds cannot differentiate right and wrong. 

New offences of racial harassment and racially-motivated violence will be created along with a community safety order - an injunction that could include exclusion from particular areas. Child protection orders will allow police and local authorities to enforce curfews on children 10 and under. Orders requiring drug-addicted offenders to undergo treatment and random testing will be introduced, along with measures to cut drink-related crime and injuries in city centres. 
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A bill to phase out the existing GP-fundholding scheme and replace it with GP commissioning will be promised, although Labour's ideas are insufficiently formed for it to appear early in the session. Likely to follow an autumn white paper. 
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MEASURES to raise standards in schools, colleges and universities have top priority in the Blair Government's first legislative programme.

A wide-ranging Bill, to be preceded by a White Paper next month, will include new powers for failing schools to be taken over, and faster procedures for incompetent teachers to be sacked. All schools will be required to set improvement targets.

Among the most delicate tasks facing David Blunkett, the Education Secretary, will be to abolish grant-maintained schools and find a new role for education authorities. The Queen's Speech promised a "new framework for decentralised and equitable organisation for schools".

Labour has outlined a new structure for state schools, with three different categories. Local authority schools would become community schools; those associated with church or charitable bodies would be known as aided schools; and grant-maintained schools would be offered the halfway house of "foundation" status. Local authorities would oversee admissions policies for all three types, as well as providing central services.

In an interview with The Times, Mr Blunkett promised to "look sympathetically" at grant-maintained schools' budget problems and to search for consensus on the arrangements. "We have made clear that we will want to have detailed discussions and proceed in a way that does not threaten the delivery of the education service in those schools."

Ministers are aiming to produce a White Paper to test opinion on their education proposals before the end of the school year. There will be regional seminars on the proposals and expert witnesses will brief MPs when the Bill goes into committee.

The Bill will contain an enabling clause to allow the Government to reform the student loan system and introduce other changes prompted by Sir Ron Dearing's report in July on higher education. Labour said in opposition that students would be expected to bear more of the costs of their courses, although the party has opposed private tuition fees.

A substantial section of the Bill will be devoted to changes in the teaching profession, including the establishment of a General Teaching Council to regulate the profession and oversee the introduction of a compulsory qualification for head teachers.

School governors and local authorities would be left to tackle the problem of incompetent teachers. Mr Blunkett said that existing dismissal procedures, which can take up to two years, must be accelerated in the interests of pupils, although teachers would retain the same employment protection as other employees.

The Bill will also see the Government's first moves to promote life-long learning. Labour has promised individual "learning accounts" to encourage adults to continue their education.

Teachers' leaders welcomed the high priority given to education, but were more cautious about some of the likely initiatives. David Hart, general secretary of the National Association of Head Teachers, said that the only glaring omission was a commitment to provide the additional resources needed to achieve higher standards.

Local authorities said they would not fear the introduction of improvement targets, which were already in common use. The Local Government Association said it would be seeking powers to intervene more quickly where schools were failing, rather than relying on "blaming and shaming" them.

Mr Blunkett had pressed for an emergency Bill to prevent independent schools offering assisted places for 1998. In the next few weeks, a Bill will be introduced to phase out the #160m assisted-places scheme and create a framework to transfer the savings to state primary schools to reduce class sizes for five, six and seven-year-olds.

Existing assisted places will be protected, including those to be taken up this September, but preparatory school pupils are expected to lose state support when they transfer to senior schools. The scheme operates on three-year contracts, which will be revoked when the measures are enacted. Independent-school associations are waiting to see the proposals in detail before deciding whether to undertake a legal challenge.

Jackie Lang, the headmistress of Walthamstow Hall School, in Kent, and vice-chairman of the independent schools' committee on assisted places, said: "We don't want to get off on the wrong foot with Labour because we have been heartened by the talk of building bridges between the sectors. But clearly we want to make sure that any Bill is correct."

The abolition of assisted places is one of Labour's longest-standing education policies, and schools with a high proportion of assisted places have long been planning to bridge their funding gap.

Experts are divided over whether the savings will be enough to fulfil the Government's pledge to reduce class sizes to a maximum of 30 in the first three years of primary school within five years.

(c) Times Newspapers Ltd, 1997.
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AN attempted revival of the 19th-century working-class ambition for progress through education will be signalled this week by David Blunkett, the Education and Employment Secretary, with a promise to provide one million adults with learning credits worth #150 each.

The Government is to launch a plan to help adults better themselves through education, with particular emphasis on the needs of women returning to the workplace after time away rearing their children.

Although the proposal was part of the Labour manifesto for re-skilling, Mr Blunkett intends to link it to the older traditions of the Labour movement in mechanics' institutes and other self-improvement societies.

He has told colleagues that a rebirth of adult education could have a huge spin-off in tackling the crisis of under-achievement among white working-class children who are lagging behind pupils from the ethnic minorities in basic skills and exam results.

"We will not change the performance of kids in disadvantaged areas unless we change the perception of their parents," he said yesterday.

The Labour movement tradition of seeking progress through education seemed to have been replaced by lethargy.

Working-class aspirations were lower than 30 years ago, and opportunities had been reduced by progressive cuts in the adult education service, Mr Blunkett said.

If adults had the chance to rediscover learning, they could help themselves to better jobs and help their children by providing the back-up at home to what the teachers were trying to do at school, he added.

Mr Blunkett will kick-start the programme with #150m of funding for "individual learning accounts". Adult learners willing to contribute #25 from their own resources will get #150 of public money to pay for a course.

The Government envisages tax relief for individuals willing to set aside larger amounts of income for education or training. Firms would also be encouraged to add contributions to their employees' learning accounts.

Most of the initial #150m is expected to be drawn from EU social fund resources which Conservative ministers refused to spend because they objected in principle to policies drawn up in Brussels for retraining people already in work.

Under Whitehall accounting conventions, this money cannot be drawn without inflating the Treasury's public spending totals, so implementation of the scheme has been deferred until next year.

Mr Blunkett will today set up an advisory group on how to encourage wider access to lifelong learning. It will be chaired by Bob Fryer, director of Northern College, which has used weekend courses and other experiments to attract adult learners from deprived communities in Liverpool, Sheffield and Leeds.

A reform of further education colleges to make them more attractive to adults who felt they had failed at school is being considered by another committee under Helena Kennedy QC.

David Blunkett and Helena Kennedy set out their plans for lifelong learning in an Adult Learners' Week edition of Guardian Education tomorrow.

One million people will get #150 each for returning to class.

By David Blunkett.
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Adult learners' week

LEARNING throughout life is becoming ever more essential as we approach the millennium. That is why yesterday I was particularly pleased to help launch the sixth national Adult Learners' Week. It was my pleasure to present awards to six groups of adult learners who have shown the power of learning in helping people to help themselves, each other and thus their communities.

This week there will be over 5,000 events in communities all over the UK involving many more thousands of people. Each in their own way has a passion for learning. Every event and activity show what learning can do for people, their families, their neighbours and for local businesses.

Tomorrow, events will focus on learning at work. More and more companies recognise that people are the most important part of any business. We will work with employers and trades unions to make Investors in People the standard for all companies and extend it to small businesses.

We also recognise that for many people their colleagues at work are a key source of inspiration and advice about learning benefits and opportunities. Everyone who received a giro cheque in the week beginning May 5 and 12 would find enclosed a note encouraging them to watch and listen to Adult Learners' Week broadcasts on BBC and ITV this week and call the free helpline (0800 100 900) organised by my department for more information and advice on returning to learning.

But Adult Learner's Week is just one week. What about the other 51 in the year? We are taking action to deliver our manifesto commitments on lifelong learning. The new University for Industry will harness the power of telecommunications and IT to enhance radically the availability and take-up of relevant learning opportunities. People will be able to learn in local centres, at home, or at work. Small firms will be able to provide much needed learning opportunities for those who work in them. Information about what is on offer will be easily available by a phone call or the local library's computer.

We want to encourage people to save for learning and training. That is why we will develop individual learning accounts. To help people meet the cost involved, we will target support to a million individuals, paying #150 in return for a small contribution from the individual. We will encourage employers to add contributions to such accounts so that people can save or earn credit for the learning they want to do. Learning for the many, not the few is the aim.

These are radical ideas. We will implement them by working with all those who are this week demonstrating and celebrating the variety and value of adult learning. Making the spirit of the week part of all our lives the whole year round will not be easy. A report from the National Institute of Adult Continuing Education, The Learning Divide, being published this week (see below) shows the differences in attitudes and opportunities that have to be overcome. Over a third of adults in this country have done no structured learning since they left school. Many do not see the relevance of learning.

Others recognise that learning can help them improve their job prospects or give them confidence and skills to contribute to their communities, but do not get involved. Time, money, family responsibilities, previous poor experiences, fear of failure are often quoted as reasons.

THAT is why yesterday I announced a new Advisory Group on Adult and Continuing Education to be chaired by Bob Fryer of Northern College, with Alan Tuckett, Director of NIACE, as his deputy. The Advisory Group will work directly to me and Tessa Blackstone, giving advice on the development of adult education. This will complement the work we are doing on lifelong learning including adult further education and higher education post-Dearing. The particular focus will be to give us advice as we prepare a white paper later this year.

The new Labour government is determined to work with others to change this. Of course, the changes we announced in the Queen's Speech will sow the seeds of lifelong learning in our children and young people. They must be our priority. But as a nation we cannot afford to wait for today's children to grow up. There is much that can and will be done to promote and support learning by people of all ages, all over the UK.

David Blunkett is Secretary of State for Education and Employment.
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A STUDENT voucher plan to revolutionise the funding of universities and colleges is expected to be proposed by Sir Ron Dearing's committee of inquiry when it reports to the Government in July on the biggest reshaping of higher education for more than 30 years.

He is working on proposals for all students to be given "individual learning accounts", with tax breaks similar to Tessas or PEPs.

Well-to-do parents would be able to build up credits in the account while their children were at school, and the Government would top them up with a voucher to cover at least part of the tuition fee.

Students would draw from the account to "buy" a place at university or college and pay for their maintenance while studying. Most undergraduates would run the learning account into debit during the course, and students whose parents had not taken out the special "learning Tessas" might graduate owing #10,000 to #20,000.

Repayments would be made through higher National Insurance contribution by graduates when they embarked on their careers, or the debt could be cleared by employers as a recruitment incentive.

The plan is likely to appeal to David Blunkett, the Education and Employment Secretary, because it would blur the controversial decision to make full-time students pay tuition fees. It could allow the Government to pay enough into the student's account to cover an economy package of teaching at a local university, but students could choose to pay more for education at an elite institution.

Ministers would be able to vary the proportion of tuition fees paid by the state. The Government would also save by ending the traditional student maintenance grant.

Mr Blunkett met Sir Ron last week and told him to "think the unthinkable".

Under the present system, the fees for full-time undergraduates are paid by the Government directly to the university, but part-timers usually have to pay themselves. Most vice-chancellors believe contributions from all students will be needed to stop the funding gap rising to #3bn in 2000/1.

The new concept of student learning accounts was put forward by David Robertson, professor of public policy and education at Liverpool John Moores University, and an adviser to Labour in opposition. He argued it would produce a fairer system by distributing subsidies to students who most needed them.

Lifelong education - Adult learners' week - One million people will get #150 each for returning to class.
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LEARNING throughout life is becoming ever more essential as we approach the millennium. That is why yesterday I was particularly pleased to help launch the sixth national Adult Learners' Week. It was my pleasure to present awards to six groups of adult learners who have shown the power of learning in helping people to help themselves, each other and thus their communities.

This week there will be over 5,000 events in communities all over the UK involving many more thousands of people. Each in their own way has a passion for learning. Every event and activity show what learning can do for people, their families, their neighbours and for local businesses.

Tomorrow, events will focus on learning at work. More and more companies recognise that people are the most important part of any business. We will work with employers and trades unions to make Investors in People the standard for all companies and extend it to small businesses.

We also recognise that for many people their colleagues at work are a key source of inspiration and advice about learning benefits and opportunities. Everyone who received a giro cheque in the week beginning May 5 and 12 would find enclosed a note encouraging them to watch and listen to Adult Learners' Week broadcasts on BBC and ITV this week and call the free helpline (0800 100 900) organised by my department for more information and advice on returning to learning.

But Adult Learner's Week is just one week. What about the other 51 in the year? We are taking action to deliver our manifesto commitments on lifelong learning. The new University for Industry will harness the power of telecommunications and IT to enhance radically the availability and take-up of relevant learning opportunities. People will be able to learn in local centres, at home, or at work. Small firms will be able to provide much needed learning opportunities for those who work in them. Information about what is on offer will be easily available by a phone call or the local library's computer.

We want to encourage people to save for learning and training. That is why we will develop individual learning accounts. To help people meet the cost involved, we will target support to a million individuals, paying #150 in return for a small contribution from the individual. We will encourage employers to add contributions to such accounts so that people can save or earn credit for the learning they want to do. Learning for the many, not the few is the aim.

These are radical ideas. We will implement them by working with all those who are this week demonstrating and celebrating the variety and value of adult learning. Making the spirit of the week part of all our lives the whole year round will not be easy. A report from the National Institute of Adult Continuing Education, The Learning Divide, being published this week (see below) shows the differences in attitudes and opportunities that have to be overcome. Over a third of adults in this country have done no structured learning since they left school. Many do not see the relevance of learning.

Others recognise that learning can help them improve their job prospects or give them confidence and skills to contribute to their communities, but do not get involved. Time, money, family responsibilities, previous poor experiences, fear of failure are often quoted as reasons.

THAT is why yesterday I announced a new Advisory Group on Adult and Continuing Education to be chaired by Bob Fryer of Northern College, with Alan Tuckett, Director of NIACE, as his deputy. The Advisory Group will work directly to me and Tessa Blackstone, giving advice on the development of adult education. This will complement the work we are doing on lifelong learning including adult further education and higher education post-Dearing. The particular focus will be to give us advice as we prepare a white paper later this year.

The new Labour government is determined to work with others to change this. Of course, the changes we announced in the Queen's Speech will sow the seeds of lifelong learning in our children and young people. They must be our priority. But as a nation we cannot afford to wait for today's children to grow up. There is much that can and will be done to promote and support learning by people of all ages, all over the UK.

David Blunkett is Secretary of State for Education and Employment.
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The government yesterday signalled its intention to enhance the standing of life-long learning with the establishment of a new advisory group on adult and continuing education. 

Mr David Blunkett, the education and employment secretary, said the group would be expected to help the government fulfil its manifesto promises to create 1m individual learning accounts and to develop a "university for industry". Learning credits worth #150 are to be made available to about 1m adults who are prepared to invest some of their own savings - as little as #25. 

The advisory group is to be chaired by Mr Bob Fryer, director of the Northern College, and Alan Tuckett, director of the National Institute of Adult Continuing Education. 

Simon Targett 
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Mr David Blunkett, the education and employment secretary, said the group would be expected to help the government fulfil its manifesto promises to create 1m individual learning accounts and to develop a "university for industry". Learning credits worth #150 are to be made available to about 1m adults who are prepared to invest some of their own savings - as little as #25. 
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Philip Bassett talks to the Employment Minister at the heart of the drive to implement the much trumpeted welfare-to-work strategy.

Andrew Smith, the Employment Minister, will today leave the Whitehall world he has occupied since Labour's election victory to head off to the sharp end - meeting the unemployed at a jobcentre.

Talking to people without work in Kilburn, north London, is a far cry from being sworn in as a Privy Counsellor, as Mr Smith was yesterday. Tomorrow he will take the new Education and Employment ministerial team's questions in the Commons.

For many Labour politicians suddenly thrust into office this is all part of the blur of a new government. "We are driving ahead very fast in getting the crucial questions brought into focus," Mr Smith says of the welfare-to-work strategy. "But it's very important that the whole programme is very carefully constructed, with a thoroughgoing concern for quality."

The minister, giving his first extended interview to The Times, is clear about the Government's objectives on jobs. "It's a great national effort, for which we have a very strong mandate." Business will be crucial to delivering that mandate. The Cabinet welfare-to-work sub-committee will meet again tomorrow, having been convened within days of the election result. And ministers are well on the way to forming the Government's welfare-to-work task force, likely to be led by a senior business figure, in line with its tax-and-benefits task force to be led by Martin Taylor, chief executive of Barclays Bank.

But more importantly the Government knows that employer support for its New Deal on jobs will be vital to its success in getting 250,000 young off welfare and into work, and tackling the reserve army of Britain's long-term unemployed. To do that, employers will be offered a job subsidy of #60 per week for every unemployed young person they take on, and #75 for every person out of work for more than a year.

Mr Smith will not specify when the New Deal programmes will start. The Government is concerned to get it right, he says. But he confirms the programmes will run for longer than a year to meet the ambitious target of getting 250,000 young off benefit. Mr Smith insists that this does not imply that the windfall levy on the excess profits of privatised utilities will be other than the one-off tax to which the Government is committed. He says: "We don't want to spend all the levy in the first year".

Further money will accrue from people coming off benefit. But using the one-off payments for more than a year to fund the New Deal programmes may imply that the Government will be looking for considerable revenue from the windfall tax - perhaps up to #4bn, for which ministers believe the utilities are prepared, though not the #10bn some suggest may be the aim. Mr Smith is not saying. Mr Smith's quiet determination and rapid technical grasp in an impressive ministerial team at the Department for Education and Employment are already winning Whitehall approval.

He dismisses the notion, being put forward in some quarters, that Labour's New Deal on jobs is becoming unnecessary - that unemployment, even among the young and long-term unemployed, is falling so rapidly that new measures are no longer needed. "The fact that both the claimant count and the Labour Force Survey measures of unemployment are coming down is very much welcome," Mr Smith says. "But we have no doubt that the programmes we are proposing are going to be necessary."

Labour sees the New Deal programmes as part of a wider welfare-to-work context - one that looks at the interplay of the tax and benefit system, includes the task force on competitiveness and the single market, plans to replace the old Youth Training programme, and new drives on education standards.

Some of that is still to come. Mr Smith's immediate priority is to kick-start the jobs programmes, which will be delivered primarily by the Employment Service: "There clearly has to be a good chain of accountability and core responsibility for ensuring the delivery of the New Deal, and I would envisage that being the Employment Service."

Though he talks about a "partnership" with business, the private and voluntary sec tors, and with the business-led Training and Enterprise Councils (Tecs), this may be bad news for Tecs, which are bidding to be the principal delivery mechanism for the New Deal, or at least a key part of it. The Government is already set to use money it believes is sloshing around in Tecs to fund its planned Individual Learning Accounts in place of the old industry training levies, and it is set to improve the local accountability of Tecs' governing boards.

But ministers believe that for the delivery of services at local level, involving Tecs, Business Links and Chambers of Commerce may be at least one too many organisations, and if Tecs miss out on the New Deal on jobs their longer-term future may be in doubt.

While the jobs programme is at the forefront of Mr Smith's mind, he is responsible too for what was a key area of political contention in the election - the implementation of the decision to sign the European social chapter. Though the legal formalities of "signing" will not have been completed by then, ministers are determined the Government will go to the first EU social affairs council next month as a full player, committed to striking a markedly different note to that struck by the Conservative Government.

But for companies fearful the Government will immediately start agreeing to everything in sight, Mr Smith is reassuring. First, he is insistent that signing the social chapter will not mean measures already passed on works councils and parental leave will be retrospectively applied to companies in the UK that have not operated them.

Secondly, Britain is likely to press for a delay before accepting the latest social chapter proposal - all but finalised - on the burden of proof in sex-discrimination cases. Mr Smith says the Government is "sympathetic" to the notion but, because it was not involved in negotiating it, will seek time to consider it.

Thirdly, he says Britain will go fully into social Europe with an agenda that the EU has not fully addressed - an agenda on jobs that is about "flexibility and employability" rather than over-regulation. The argument is not about more or less regulation but the right regulation, he says.
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Some form of student contribution to the cost of tuition is on the cards, possibly through Individual Learning Accounts

EDUCATION, education and education. Who could argue with the Government's policy trinity? Skills, after all, are the future for a fairer society and more efficient economy.

Hit squads for schools, an end to nursery vouchers, better teachers are all on the way. But to improve higher education there is a different snag. Or rather three: money, money and money.

Britain's universities are about to buckle under the strain of a policy designed to boost numbers without boosting spending. Between 1989/90 and 1994/5, the number of people entering higher education rose a staggering 61%.

Staff-student ratios have plummeted, capital spending has stagnated and research suffered. The Treasury is spending #5bn a year on universities, and it is not enough.

Everyone knows this. But few at Westminster wanted to point it out, particularly before an election. So both main parties were happy to pass the nettle to Sir Ron Dearing, whose review of HE financing is due in July.

The early signs are that he has grasped it, and that some form of student contribution to the cost of tuition is on the cards, possibly through Individual Learning Accounts, repayed through the National Insurance system.

Old Labour types will protest, but they will be short-handed, especially as all of the former NUS presidents in the Commons are likely to support a measure of student support. The latest economic evidence provides no succour for those opposing change either.

Last week, the Institute for Fiscal Studies issued a little-noticed, but important, report*. At first sight, it showed something fairly obvious: that men with degrees earn 21% more than those with just A levels, and that women graduates reap an even higher return, of 39%.

The problem with previous analyses of this type is that they have been open to the simple attack that clever people are more likely to go to college, and are more likely to earn more (whether they go to college or not). So, it is no surprise that graduates have higher salaries and no reason why they should pay more for their education when it is not the education that is pulling in the dosh but their brains.

But the IFS goes a step further by adjusting the results for region, school type, family socio-economic background and academic ability at age seven, using the National Child Development Study (NCDS), a cohort of 18,500 people born in the same week in March 1958. The returns to HE, in terms of salary, were reduced but remained significant: 17% for men and 37% for women.

Because having a degree gets you more money, it therefore seems reasonable to recoup some of it through targeted charges on graduates, rather than general taxation. And, of course, the politics are crystal clear - if more money is to be found, it will have to come from the pockets of graduates.

Two objections will immediately be put: first, that we all benefit from having more graduates and, second, that hitting them with extra payments will deter those from poor backgrounds from applying.

There is little argument that graduates are a boon to the economy and that the productivity of non-graduate employees is improved by the presence of BAs in the workplace. So the Government should subsidise HE. The question is, by how much? The Dearing report is not going to advocate a withdrawal of state cash from HE, merely a proportional reduction.

The second worry is trickier, especially for a Labour government committed to widening access to learning. For the middle-class, HE is a rite of passage but remains a piece of exotica for the working class.

Fortunately, evidence from Australia suggests that a carefully designed system has no discernable impact on the social composition of undergraduates. The Higher Education Contribution Scheme (HECS) has not improved the mix: but it hasn't made it worse.

According to Bruce Chapman, writing in this month's Economic Journal, the HECS, which was introduced in 1990 following a similar debate to the one taking place in the UK, has been an all-round success. It sets a flat rate for each year of full-time HE (with pro rata part-time costs), set at AUS$2,442 - about 23% of the overall cost. No distinction is made between courses, such as medicine and sociology, so that subject choice is not distorted.

Crucially, repayments only begin when the graduate hits average taxable earnings (AUS$27,675) and stops once the loan - which is index-linked but interest free - has been paid off. The rate varies between 3 and 5%, depending on the income bracket. High earners pay fast, middle earners pay slow and low earners pay nothing.

Mr Chapman uses a hypothetical example comparing a fast-track lawyer with a teacher, who takes a five-year children break. The former pays the debt in five years, the latter in 17.

This income-contingency is vital in a world where some graduates earn a lot but others relatively little. About a third of UK graduates are in non-graduate jobs. But with such safeguards, an Australian-style system would allow better-funded HE, better quality teaching and a progressive payment structure.

Higher education - for too long a middle-class gravy train - is about to meet the future. Mr Blair will be making the introductions.

*Higher Education, Employment and Earnings in Britain, IFS, 7 Ridgmount St, London WC1E 7AE. #10.
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David Robertson sets out his payment plan for post-school education which, he argues, will ensure equal access for all

ON July 17, Sir Ron Dearing publishes his report into the future of higher education. At about the same time, Helena Kennedy will publish her committee's report on widening participation to further education. And in the autumn, the Government has promised a White Paper on Lifelong Learning, setting out its case for the whole of post-school education.

The combination of these events will produce far-reaching changes. Placing further and higher education for the first time together within a framework of lifelong learning is the key to a successful post-school education strategy.

Indeed, work has already begun. The Government has underlined its commitment to the University for Industry and, last week, it announced a readiness to address the UK's lifelong learning deficit by funding one million individual learning accounts (ILAs) for adult training.

Although the purchasing power of these particular accounts remains modest - #150 does not buy much training - at least a start has been made. ILAs in this form could become the means by which the University for Industry takes off over the next few years.

In addition, Sir Ron Dearing is known to be looking carefully at a system of ILAs as a means of securing new and sustainable sources of funding for higher education. If his committee of inquiry is bold, it will support the creation of nearly 2m ILAs for higher education as well.

Within five years there could be nearly 6m lifelong ILAs; within a decade, 20m or more. Investment in lifelong learning could become to the 21st century what investment in personal housing and pensions have become to the present century. To that end, our children and grandchildren may come to look on their ILA as we now regard our mortgage, medical card or passport - part of a citizen's natural bargain with a mature democracy.

But to make this possible, we have to jettison some old assumptions. Over the years, priorities have been wrong. Many social groups continue to be excluded by the rationing of places; we struggle to meet national targets for education and training; and we subsidise the wrong social groups from public funds.

To make a fresh start we need to recognise that participation in lifelong education and training does not have to be `free' to be fair. Indeed, for many under-represented groups, it never has been `free'. Part-time students, late returners, students studying vocational courses, and those denied initial entry into higher education by the rationing of full-time places have always needed to buy their way into the system. They, or their employers sometimes, have paid for their own maintenance and tuition fees, while students from well-provided backgrounds have entered full-time courses supported by substantial public subsidies.

Of course, we must make a distinction between expecting a contribution from those who benefit, and imposing a cost on entry. Participation has to be free at the point of access otherwise some individuals will be put off entry by the costs involved. `Free at the point of access' can be achieved by the introduction of a fair - that is, income-contingent - loan scheme which allows students to meet repayments from enhanced earnings over a lifetime according to clearly defined income thresholds.

Second, if students (and/or their employers) are to be expected to bear the responsibility of paying for an element of their lifelong learning, it is essential that individuals be granted genuine rights of informed choice over the character of learning products, and influence over the structure of the learning market. The surest way of achieving the proper balance is to put the cash wherever possible in the hands of the learners.

To this end, the creation of a nationwide system of lifelong ILAs would involve the setting up of a new kind of learning investment coalition, partnership between the state, individuals and employers, to fund learning over a lifetime.

The idea is simple and effective. Each individual from 18 onwards, but possibly earlier, would open an individual learning account with the `Learning Bank'. It would receive deposits from three sources from time to time: the state, employers and individuals (or their families).

The Learning Bank might contract with the commercial banks in a public-private partnership to manage the accounts, and would bear the risks of default and forgiveness on the accounts. An ILA could be accessed at any time during a lifetime; individuals might overdraw at certain times; and repayments would be made either by additional individual deposits or through a loan scheme tied to the National Insurance system.

The account would be used to pay for maintenance, tuition, or a combination of both, according to the rules of the account. In time, `smartcard' technology would make account transactions simple for the users, and manageable for the system as a whole.

Spending against the account would be for recognised credentials or for such qualifications or learning experiences as the investment partners might prescribe. Individuals and their families would, of course, be free to make deposits at any time, and this could be a vehicle for encouraging private savings plans linked specifically to future education opportunities.

Moreover, a national system of ILAs could in time become an attractive means by which employers contribute to the education and training of their current or prospective employees. The more far-sighted employers are starting to recognise human resource development as a balance sheet item, so the prospect of sustained employer commitment to education and training may finally be imaginable.

State agencies - funding councils, Training and Enterprise Councils, the Student Loans Company, for example - could be defined as specific arms of the Learning Bank, responsible for ensuring the overall stability of the system, protecting students from quality or market failure, enhancing equality of opportunity, securing the supply of adequate information to support choices, and equalising individual purchasing power in the learning market. Above all, the state agencies would need to ensure that students are able to gain fair access to institutions which have hitherto sought to protect their `quality' through social exclusivity.

Would developments of this kind end rationing and exclusion in lifelong learning? For many members of the national policy community, it is becoming clear that a rational system of ILAs may offer the best prospect yet for finding a way out of the investment dilemma of further, higher and adult education, while at the same time marrying social justice to national educational effectiveness. We know it can get better.

David Robertson is professor of public policy and education at Liverpool John Moores University.

Letter - Loaning for life.

341 words

Publication date: 27 May 1997

Source: The Guardian

Page: 105

(c) 1997

By Bob Gibbs etc.

WE ARE concerned to hear of the funding plans for higher education being proposed by the Dearing committee of inquiry (Higher education inquiry to urge student voucher scheme, May 20).

The plans as described in the article make no provision for students who fall outside the `well-to-do' bracket mentioned. The fact that the committee is prepared to propose a scheme whereby students whose parents could not afford to build up a `learning' account' would graduate with between #10,000 and #20,000 debt, demonstrates a disregard for considerations of equitable access to learning that is depressing to contemplate. The prospect of such a level of debt would deter students from less affluent backgrounds from entering higher education. Indeed it is hard to imagine any family that could save in the region of #20,000 per child solely to cover the costs of a degree.

We would urge the Government not to endorse such a scheme if it wishes to realise Labour's aim of being the party of opportunity and social justice.

Carolyne Culver, Vice President Education, University of Sussex; Graham Helawell, Honorary Chair of the Campaign for Free Education (other names supplied).

ON Tuesday, the Guardian reported that the Dearing Inquiry into Higher Education will recommend individual learning accounts (ILAs) for all students. David Blunkett, the Education and Employment Secretary also described how one million ILAs would be available to the adult workforce.

As members of a Research Consortium considering the feasibility and policy implications of learning accounts since February 1996, we ask the Secretary of State to examine the merits of: a system of Lifetime Learning Accounts (ILAs) which covers the funding of all post-compulsory education and training; a natio nal rather than a local framework to ensure the portability of ILAs by individuals; the use of smartcards incorporating `borrow to learn' for loans for lifetime learning, `save to learn' with tax incentives for individuals and families to invest in lifetime learning, and `credit to learn' for payment.

PARIS NOTEBOOK - PREVENTION BETTER THAN CURE FOR THE UNSKILLED JOBLESS.
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HELEN LIDDELL was yesterday enjoying her share of the international limelight bathing the new Labour Government. Politicians from the member states of the Organisation For Economic Co-operation and Development were queueing up for tips from the Economic Secretary to the Treasury on election strategy, and sizing up the Government's priorities.

For the moment, all British ministers have to do is turn up at a conference and they are automatically a smash hit.

At the same time, Mrs Liddell was reaping the rewards of the Labour market reforms put in train by, what British civil servants politely call, "the previous administration".

Along with Ireland, New Zealand and the Netherlands, the UK was described by the OECD as a dazzling jobs success story, with a sharp drop in structural unemployment and a flexible labour market.

While other countries were told to drop their minimum wages, slash benefits and cut employment protection, the OECD had only one suggestion for the British government: reduce the school drop-out rate among 16-to-18 year olds. Chancellor Gordon Brown's plan to transform child benefit for this age group into an education maintenance allowance should help tidy that up.

In a progress report on its three-year-old Jobs Study, the OECD took a tougher line on the need for greater wage flexibility, criticising European countries such as France and Germany for lacking the stomach for a bonfire of employment regulations.

The OECD recognises that one of the barriers to greater de-regulation in these countries is a laudable concern with inequality, but has no truck with it. Indeed, far from being undesirable, the OECD report argues that inequality can be a force for good. In a new version of an old story, it said that a decent gap between rich and poor provided incentives for individuals to gain skills to move up the ladder.

The report shows that in societies with a high degree of inequality, where the returns to higher education are greater, more people attend college. "A compressed wage structure and generous social transfers limit the financial returns to private investment in human capital, and it is not clear to what extent public expenditure can compensate for weaker incentives for private investment," it states.

WITH the right training, people will be able to trade up to a better paid, more secure job, the OECD believes. A Darwinian labour market is all right so long as the faces of the victims change regularly. And, to those who protest that higher inequality rends huge holes in the social fabric, the OECD points out that a long dole queue is as bad, if not worse, than an economy of haves and have nots.

It is an elegant argument. But it has a flaw. In theory, a poor person can sit down and work out the cost of getting some additional educational training, calculate the likely impact of their new qualifications on their future earning potential and take their scribbled sums to a bank which happily lends them money.

REAL life isn't like that. Capital markets need something more substantial than the prospect of better tuned brains to underwrite a loan. Future earnings streams only get treated seriously if you are a company not an individual.

This is where the Government has to step in, providing late learners and the low-skilled with access to funds for further and higher education. Signs that the UK is moving towards a more equitable treatment of part-time and mature students are a welcome move in the right direction.

Yesterday, Mrs Liddell stressed the need to focus on education and training, picking out Ireland as an example of a country managing to break out of its low-skill equilibrium. She told her counterparts of the Government's plans for individual learning accounts and a university industry.

Of course, accounts are no good without money in them and the Treasury will have to bear the cost of loan defaults. But matching some contributions from individuals with state cash, while the Government acts as guarantor, could provide a way to keep the good bits of labour market flexibility but with real opportunities for advancement.

All of which will require more than just the "change of tone" which Mrs Liddell called for yesterday, with buzz phrases like "social inclusion" peppering policy documents.

ULTIMATELY, the Government hopes that its welfare to work programme will save money on benefits, money which can then be used for training and education for people stuck at the bottom of the labour market. But these savings will be a long time coming, and there is little spare cash floating around in the interim.

A truly brave, radical decision by the Government would be to put some of the money raised by the windfall tax into the individual learning accounts of adults without post-16 qualifications.

It would mean less money for job subsidies and for the environmental task force, and the benefits would not be felt until a second Labour term. But just as the Government is arguing that prevention is better than cure in the health service, so stopping the haemorrhage of people on to the dole queue is better than sticking-plaster task forces.

Gordon Brown seems in the mood for taking decisions for the longer term. Putting some flesh on the bones of the relentless rhetoric on the need for a better skilled work force would mark a real departure in social policy.

Mrs Liddell, or her successor, would then be able to boast at an OECD meeting early in the next century that Labour not only wins elections but it wins them on a record of radical government.

Who'll foot the bill for Sir Ron's recipe?

By Lucy Hodges.
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The countdown has begun for publication of Sir Ron Dearing's report into the future of higher education. Speculation is breaking out about how education's Mr Fixit proposes to finance our university system. Tuition fees, individual learning accounts, Tessas, a new student loan scheme, scholarship grants - all are being tossed into the pot and stirred with differing doses of hype.

The word is, however, that Sir Ron and his cumbersome 16-member committee have not yet finalised the section on funding, though they have completed the part on what sort of higher education system we need next century, and ways to deliver it. The tentative date for publication remains 17 July, but the issue of finance is still being chewed over.

Those who wanted a blueprint from the Government's education troubleshooter are likely to be disappointed. The report is expected to list options, with the pros and cons of various solutions, rather than hard recommendations. But there is expected to be a preferred option for how universities should survive in the harsh new world of tight-fisted governments. It is that students should pay for part of the tuition cost of their education, but be allowed to finance that by a loan to be paid off once they graduate and find work. No figure will be mentioned, but most experts believe it would be wrong to set it at more than a couple of hundred pounds a year - at least at first.

The preferred option will please the vice-chancellors' committee and many other experts (though not the National Union of Students) who believe that student contributions to fees on the lines of the Australian model are needed to bringmoney into the system and to iron out inequities between part-time students, who mostly pay fees, and full-timers who don't. It would also mean that Sir Ron's committee had fulfilled its purpose of making more politically palatable a decision that many believe the politicians have got to take eventually.

"Ways have to be found of bringing more money into higher education so that it can be of high quality," says Professor Alan Smithers, of Brunel University. "Providing students are paying out of the benefits they receive from higher education, this seems to be an equitable way of doing it. Indeed, there are advantages to students contributing to the cost of their higher education, because they will look more carefully at what is on offer and make more realistic decisions about their futures."

Whether the Dearing committee will be bolder - and come out in favour of some universities effectively charging higher fees than others - is doubtful, though it will mention it as a way to maintain the international competitiveness of British higher education and allow institutions such as Oxford Brookes, which has a high unit cost, to keep its distinctiveness.

The buzz is that Sir Ron found this committee hard to chair. In fact, it was the first committee of this kind he had chaired. His experience as chairman of the National Lottery operator, Camelot, of the Schools Curriculum Authority and of an inquiry into qualifications for 16-to 19-year-olds, did not involve him having to knock heads together. He had sounding-board groups to consult, but not people he had to carry with him.

A glance at the membership of the Dearing committee shows them to be a disparate bunch (four women, 12 men) from very different worlds and containing some extremely powerful figures. Some members, such as Sir Geoffrey Holland, former permanent secretary of the Department for Education and Science and now vice-chancellor of Exeter University, who chaired the Dearing funding group, are passionate believers in access to higher education. Others, such as Sir Ron Oxburgh, rector of Imperial College, London, and Sir Richard Sykes, chief executive of the pharmaceuticals giant Glaxo-Wellcome, are inevitably concerned with research excellence, equipment and facilities, and mindful that multinational companies are moving research abroad because of poor university infrastructure.

Alongside the preferred solution, the report will list other funding options, including: carrying on as we are, with students paying nothing for tuition (seen as not feasible, because of taxpayers' reluctance to pay more); a graduate tax (thought to be more complicated to introduce than income-contingent loan repayments, and with the added political drawback that it is a tax for life); and tax-free savings accounts, otherwise known as "granny bonds", or a "granny Tessa", to help people with incomes above a means-tested threshold to channel private money into higher education (scholarship grants could be paid to those below the threshold).

Much has been made of the committee's interest in individual learning accounts - in effect a student voucher plan - which have been pushed by David Robertson, professor of public policy at Liverpool John Moores University. He wants each person aged 18 and over to be given an "account" with a "learning bank". Money would be fed into this account by the state, employers and individuals themselves, and students, indeed everyone over 18, could use the cash where they pleased. It is understood that Dearing's funding sub-group rejected this idea as being too complicated for funding Britain's university students, though it is being proposed as a way of financing adults in work who want more education and/or training.

One of the issues exercising members is how to get cash into the universities quickly enough to halt the declining fabric and quality of a system that used to be described as one of the best in the world. If accepted by the Government, new funding arrangements, whereby students pay for part of their tuition via a decent loan repayment, would not yield income to the universities for some years. That is why attention is focusing on the pot of gold identified in a submission to the Dearing committee by Dr Nicholas Barr, senior lecturer in economics at the London School of Economics, and Iain Crawford, a member of the LSE's Centre for Education Research. The pot of gold is student debt (the loans students take out for maintenance), which they reckon could be sold off to the private sector annually, releasing a mouth-watering #1.5bn a year. However, they argue that this amount of money would be realised only if the student loan scheme were revamped.

The present scheme, introduced by Margaret Thatcher, is thought to be insufficiently attractive to the private sector because graduates don't start making repayments until their income reaches a fairly high threshold - around #15,000 a year. Thus the income generated annually to date has been fairly modest. Barr and Crawford, however, have calculated that a reformed scheme, whereby graduates begin to make repayments at a lower income threshold, would sell better and net the #1.5bn a year figure (once a percentage had been deducted for the Exchequer guaranteeing the debt).

There are some technical snags, but the couple are confident that Sir Ron, the arch fixer, could sort them out. One problem is that the Government's Office of National Statistics has said that it would still count student debt as part of the public sector borrowing requirement even if it were sold off privately. Another is that the Treasury would have to guarantee the debt that is sold off (there are precedents for this kind of deal, however).

If Sir Ron can surmount these difficulties, Barr and Crawford believe that a new loan scheme could be up and running by the autumn of next year. There would then be a big scrap for who received the pot of gold. The universities are already pitching for it all. But that may not be realistic, given the pressures on the schools system in England and Wales.

The Barr/Crawford plan would fit neatly into the Government's pledge to replace maintenance support - loans, grants and parental contribution - with an income-contingent loan. But there are understood to be worries on the committee that abolishing grants for hard-up students could deter such people from going to university. The vice-chancellors' committee has, after all, estimated that students will need a loan of #4,475 a year for board and lodging, meaning that they will have to pay back #13,425 at graduation - and that's before any payment for tuition. One way to meet such concerns would be scholarship grants to keep bright working-class students in the system.

Another issue that the committee has had to address is whether higher education can be expanded above its current 32 per cent participation rate. Expansion is favoured by the vice-chancellors' committee and the Confederation of British Industry. The committee is thought to be in favour of expansion, despite evidence from experts, notably the civil servants, that the economic returns to the country are negligible while the returns to individuals are huge. But the committee will be able to give, as another justification for its preferred funding option of students contributing to the cost of their education, the fact that it should enable the system to expand.

What the Government thinks of all this is anybody's guess. The Education Secretary, David Blunkett, has been keeping his powder dry. Baroness Blackstone, the minister in charge of higher education, has been careful not to rule out anything, including making students pay a bit for tuition. And you can be fairly sure that Sir Ron is putting forward some options that will appealn

Who's who on the Dearing committee

Sir Ron Dearing, former mandarin who solved the impasse over school testing and got his own degree through hard work at night school.

Professor John Arbuthnott, vice-chancellor of Strathclyde University.

Baroness Dean of Thornton-le-Fylde, the former Brenda Dean, who led the print union Sogat.

Ms Judith Evans, director of corporate personnel, Sainsbury's.

Sir Ron Garrick, managing director of Weir Group.

Sir Geoffrey Holland, vice-chancellor of Exeter University and former Permanent Secretary at the old Department of Education and Science.

Professor Diana Laurillard, pro-vice-chancellor (technology and development) at the Open University.

Mrs PA Morris, headteacher, the Blue School, Wells.

Sir Ron Oxburgh, rector of Imperial College London.

Dr David Potter, chairman of Psion plc.

Sir George Quigley, chairman of Ulster Bank.

Sir William Stubbs, ex-chief executive of the Inner London Education Authority, ex-chief executive of the further education funding council, now rector of the London Institute.

Sir Richard Sykes, deputy chairman and chief executive of Glaxo-Wellcome.

Professor David Watson, director, Brighton University.

Professor Sir David Weatherall, regius professor of medicine at Oxford.

Professor Adrian Webb, vice chancellor of Glamorgan University.

Mr Simon Wright, education and welfare officer, students' union, University of Wales College of Cardiff.
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Chancellor's speech: Brown delivers 'people's Budget' with promise of stability, investment, work and opportunity for all

The Budget that I lay before the House today represents more than an allocation of resources and an accounting of revenues.

Because behind the numbers and statistics the central purpose of this Budget is to ensure that Britain is equipped to rise to the challenge of the new and fast changing global economy. Not just a few of us. But everyone. The impact of the global market in goods and services, and of rapidly advancing technology, is now being felt in every home and every community in our country. New products, new services, new opportunities challenge us to change; old skills, old jobs, old industries have gone and will never return. Yet for our country, the first industrial nation, this new global economy driven by skills, creativity, and adaptability offers a historic opportunity.

The dynamic economies of the future will be those that unlock the talent of all their people, and our creativity, our adaptability, our belief in hard work and self-improvement, the very qualities that made Britain lead the world in the 18th and 19th centuries are precisely the qualities we need to make Britain a strong economic power in the 21st century.

But to achieve this we must address the four weaknesses that have held us back for too long and for too many years - instability, underinvestment, unemployment, and the waste of talent.

In this Budget I will address each of these weaknesses in turn to ensure stability, investment, work, and opportunity for all.

I turn first to stability because without stability all plans for investment, employment and education founder. In a global economy, long-term investment will come to those countries that demonstrate stability in their monetary and fiscal policies, and in their trading relationships, and for Britain this means stability in our relations with Europe.

In May the Government established a wholly new framework for monetary stability; open and accountable, based on clearly established rules and discipline. The Government sets the inflation target, and the Bank of England sets interest rates to meet that target.

This reform signified our determination to break from the short-termism of the past and establish long-term confidence. In this Budget I will match these measures for long-term monetary stability with measures designed to promote long-term fiscal stability.

The Chancellor is first and foremost the guardian of the people's money. But during the 1990s the national debt has doubled. This year alone the taxpayer will pay out #25bn in interest payments on debt, more than we spend on schools.

Public finances must be sustainable over the long term. If they are not then it is the poor, the elderly, and those on fixed incomes who depend on public services that will suffer most.

So, as with our approach to monetary policy, so in fiscal policy: we will now establish clear rules, a new discipline, openness, and accountability.

My first rule - the golden rule - ensures that over the economic cycle the Government will borrow only to invest and that current spending will be met from taxation.

My second rule is that, as a proportion of national income, public debt will be held at a prudent and stable level over the economic cycle. And to implement these rules, I am announcing today a five-year deficit reduction plan.

Together, these rules and this plan will ensure a historic break from the short-termism and expediency that have characterised the recent fiscal policies of our country. As with our monetary policy, our fiscal policy will be all the more credible for being open and accountable.

Immediately upon coming to office the Government invited an independent scrutiny by the National Audit Office of key assumptions in the public finance forecasts. This independent scrutiny will continue into future Budgets with further work by the National Audit Office and, with publication, some months in advance of every Budget, of an assessment for open debate of what is happening to the economy and to the people's money.

My Budget today sets out a forecast for public borrowing this year and next. And for the following three years, projections for the public finances based on different scenarios for the growth of public spending.

And I can report that in each and every case, our deficit reduction plan ensures that we are on course to meet the two fiscal rules that guide our approach to the public finances. Any Budget seeking to achieve high and stable levels of growth and employment must be guided by the true state of the public finances, but also by a clear assessment of the state of the economy. And to that I will now turn.

INFLATION

We have seen a rapid growth of consumer spending, of nearly 4% over the last year. With the prospect of further windfalls from the building societies, consumer spending is likely to remain strong.

There has been a sharp rise of 7 to 11% in house prices, with even higher rises in the South East. The growth of average earnings has accelerated to 4.5% a year. The rate of broad money growth has been around 10% for a year.

These increases in consumer spending, earnings, and money supply are continuing even as industrial production and manufacturing output have been recovering only slowly. It is essential that consumer spending is underpinned by investment and industrial growth.

Britain cannot afford a recurrence of the all too familiar pattern of previous recoveries: accelerating consumer spending and borrowing side by side with skills shortages, capacity constraints, increased imports and rising inflation. Already there are warning signs that this pattern could be repeated.

In similar circumstances some of my predecessors have ignored these signs while others have deluded themselves into believing that growth, however unbalanced, was evidence of their success. I will not ignore the warning signs and I will not repeat past mistakes.

The Treasury's assessment is that the output gap is close to zero, and there is a risk that output could already be above trend. In other words our sustainable rate of growth is too low for growth to continue at its current pace without the risk of more inflation. That is why in May I judged interest rate increases were necessary, and events since then have confirmed that this was the correct judgment.

But against these pressures we must take into account both the subdued level of producer price inflation and the current strength of sterling, which, over the last year, has appreciated by 18%. I understand and share the concerns of industry and exporters and will address them.

As the figures demonstrate, there is now an imbalance between strong growth in the consumer and service sector and weak growth in the manufacturing and exporting sector. Nonetheless what worries manufacturers even more is that inflation could get out of control and herald a return to the instability of stop-go.

My goal is therefore to ease inflationary pressures without damage to industrial and exporting prospects and to do so in a way that is consistent with our long-term objective of high and stable growth and employment. In this way we can moderate the upward pressure on interest rates and on the exchange rate. As well as further our objective of sustainable public finances.

I have therefore decided to tighten fiscal policy, as a result of Budget measures including the windfall tax, by #5.5bn this year and #4.75bn next year. And, with the resulting reductions in the deficit, I am able to present an economic forecast putting us back on course for a more balanced and more lasting recovery. And for long-term stability in the public finances.

The forecast is that GDP will grow by 3.25% this year and 2.5% next year before returning to its trend rate.

Consumer spending which is expected to increase by 4.5% this year is forecast to grow more slowly at 4% next year. Business investment, which has failed to meet expectations over the past two years is forecast to rise strongly this year and next, so increasing investment as a share of GDP.

Finally, inflation is expected to remain at 2.5% this year, the Government's target, rising slightly to 2.75% next year as a result of the failure by the last Government to take early action to control inflation, before returning to 2.5% in 1999.

To achieve long-term stability is to achieve something no Government has done for decades. But stability is a necessary, not a sufficient, condition for the Government's objectives of high and stable levels of growth and employment.

A prudent estimate of the current trend rate of growth is only 2.25%. Higher growth will have to be achieved rather than assumed. But I believe that as a country we can achieve higher long-term rates of growth if - from this Budget onwards - we expand investment and capacity, promote employment, and increase our country's skills.

If we are to do so more of our companies will have to rise to the level of our best. And it is to far-reaching measures that will raise the quantity and quality of investment that I now turn.

INVESTMENT

Since 1980 the UK has invested a lower share of GDP than most other industrialised countries, and GDP per worker has been lower too. For every #100 invested per worker in the UK, Germany has invested over #140, the US and France around #150, and Japan over #160 per worker.

The objective behind our two-year-long corporate tax review - begun in opposition - has been to develop a tax system that encourages personal savings, favours higher levels of investment, rewards long-term investment, and is fair to all. Our consultations on capital gains tax will be completed in time for the next Budget.

Half the adult population of our country hardly save at all. So in order to encourage personal savings the Government will, as promised, introduce from 1999, individual savings accounts, extending the principle of Tessas and Peps, continuing to offer favourable tax reliefs for saving. Through the new individual savings account we intend to encourage the habit of saving among people who have never saved before. I can confirm also that this Budget will not proceed with the last Government's proposal to phase out tax relief on employee pension contributions.

But this point in the recovery is also the right time to make changes in corporation tax to encourage more long-term investment.

My changes in monetary policy were designed to help companies make long-term investment decisions with confidence. My changes in corporation tax are directed to the same long-term objective.

I want the United Kingdom to be the obvious first choice for new investment. So I have decided to cut the main rate of corporation tax by 2% from 33% to 31%, the lowest ever rate in the UK. This means that we will have the lowest corporation tax rate of any of our major competitors - Germany, France, America or Japan - and we will have it under this Government. This is a long-term commitment that will increase both inward investment and domestic investment to the benefit of the whole country. Too often British companies have invested too little, and too late in the economic cycle.

Because I want companies to get the benefit now, the 2% corporation tax cut will start from April 1997.

TAX CREDITS

This tax cut is the first component of this Budget's investment strategy. The second is a structural reform that will also encourage investment.

The present system of tax credits encourages companies to pay out dividends rather than reinvest their profits. This cannot be the best way of encouraging investment for the long term as was acknowledged by the last Government.

Many pension funds are in substantial surplus and at present many companies are enjoying pension holidays, so this is the right time to undertake a long-needed reform. So, with immediate effect, I propose to abolish tax credits paid to pension funds and companies.

For Pep holders, for individuals who do not pay tax and for charities, tax credits will continue to be paid until April 1999.

By this time the introduction of individual savings accounts will ensure that individuals have the opportunity to continue to be able to save with tax advantages. So they will continue to have favourable tax incentives to invest in equities. Basic and lower-rate taxpayers do not pay any extra tax on dividends they receive: that will remain the position. And we will ensure that higher-rate taxpayers will pay no more than they do now.

Advance corporation tax will continue to be paid by companies on their dividends at the same rate as now. To stop the yield from ACT being eroded by greater use of foreign income dividends, we are ending the foreign income dividends scheme from April 6, 1999.

International holding companies will continue to pay dividends out of foreign income without paying advance corporation tax.

I will make special provision for charities through public expenditure. Tax credits will be paid to them until April 1999 and after April 1999 the Government will fund a five-year transitional period. So charities will have seven years in total in which to adjust to the change.

Charities have been pressing for a review of their tax treatment for some time. The Government will now consult widely on how the tax treatment of charities can be made more appropriate to help charities today. Charities too will of course gain, like others, from the longer-term benefit to their shareholdings that higher company investment and profits will bring.

In future new jobs are likely to come from a large number of small businesses than from a small number of large businesses.

The route to success is not for the Government to try to pick winners but to create an environment in which more firms have more chances, by their own efforts, to succeed. That is why I have decided to do more to assist investment in small businesses. I have therefore decided to cut the small companies tax rate by 2% from 23% to 21%, and to do so from April 1997.

In the past investment incentives have been introduced in recessions when companies are least able to consider new investment.

But at this point in the economic cycle an investment incentive should encourage companies considering future investments to bring those investments forward. I have therefore decided, with immediate effect, to double for one year the level of first-year capital allowances on plant and machinery for small and medium-sized firms. This will apply to both companies and unincorporated businesses.

This means that if a firm invests within the next twelve months it can set off against tax not a quarter of its investment as hitherto but a half.

Over 3.5m businesses will be eligible for this relief. It will be worth #230m to small and medium-sized businesses next year and #170m the year after.

It will be largely paid for by reinstating the one-year carry back time for corporate losses, which was temporarily extended to three years during the recession.

Taken together, the cut in corporation tax and the new investment incentive represent a significant boost for small business investment. Britain moves forward with one of the most favourable tax regimes for small businesses of any country.

FILM INDUSTRY

Britain is increasingly leading the world in those industries which most obviously depend on the skills and talents of their workers - communications, design, architecture, fashion, music and film.

Our national endowment fund for science technology and the arts will offer talented young artists and scientists, the finance to turn British ideas into successful business ventures. But despite the British film industry's outstanding record of creative and critical success, too many British films that could be made in Britain are being made abroad, or not at all.

The talents of British film makers can and should, wherever possible, be employed to the benefit of the British economy. So, after today, production and acquisition costs on British films with budgets of #15m or less will qualify for 100% write-off for tax purposes when the film is completed: a three-year measure at a cost of #30m that will not only boost the number of British films but the British economy by boosting our exports.

WELFARE

In the new economy however, where capital, inventions, even raw materials are mobile, Britain has only one truly national resource: the talent and potential of its people. Yet in Britain today one in five of working-age households has no one earning a wage. In place of welfare there should be work. So today this Budget is taking the first steps to create the new welfare state for the 21st century.

The welfare state was and remains a great British achievement. It was set up to provide security for all, and opportunity for all, goals as relevant today as in 1945.

But for millions out of work or suffering poverty in work, the welfare state today denies rather than provides opportunity. It is time for the welfare state to put opportunity again in peoples' hands.

First, everyone in need of work should have the opportunity to work. Second, we must ensure work pays. Third, everyone who seeks to advance through employment and education must be given the means to advance. So we will create a new ladder of opportunity that will allow the many, by their own efforts, to benefit from opportunities once open only to a few.

Starting from next year, every young person aged 18-25 who is unemployed for more than six months will be offered a first step on the employment ladder.

Tomorrow the Secretary for Education and Employment will detail the four options. All involve training leading to qualifications: a job with an employer; work with a voluntary organisation; work on the environmental taskforce; and, for those without basic qualifications, full-time education or training. With these new opportunities for young people come new responsibilities. There will be no fifth option - to stay at home on full benefit. So when they sign on for benefit they will be signing up for work. Benefits will be cut if young people refuse to take up the opportunities.

This new deal for the young is comprehensive, rich in opportunity, linked to the development of skills and has already attracted the support of some of Britain's leading companies. I urge every business to play its part in this national crusade to equip this country for the future by taking on young unemployed men and women.

I appeal to every voluntary organisation to make a further contribution to their community by taking on a young person. And I will make it possible for every member of this House to act as an ambassador for this venture, encouraging young people in their constituencies, consulting, talking to local businesses and bringing them together to play their part in this new deal for young people.

There are 350,000 adult men and women who have been out of work for two years or longer. The second component of our Welfare-to-Work programme will offer employers a #75-a-week subsidy to employ long-term unemployed men and women. Yet many of them who lack skills are debarred by the 16-hour rule from obtaining them. For this group - the unskilled - the 16-hour rule will be relaxed so that when the long-term unemployed sign on for benefit they will now sign up for work or training.

This programme of #3.5bn - which includes an unallocated reserve of #500m - will be the main item funded from the windfall tax on the excess profits of the privatised utilities, the details of which I will give the House shortly.

But in this Budget I will address also the needs of the two other important groups: lone parents and those in receipt of incapacity and disability benefits who, as a matter of principle, should also have the right to work.

There are now 1m lone parents bringing up 2m children on benefit. Any Welfare-to-Work programme that seriously tackles poverty in our country must put new employment opportunities in the hands of lone parents. So today I am allocating a total of #200m from the windfall fund for the most innovative programme any Government has introduced for advice, training and day and after-school childcare to support lone parents.

Currently lone parents receive little encouragement to seek work before their youngest child is 16. Under the programme I am announcing today, when the youngest child is in the second term of full-time schooling, lone parents will be invited for job search interviews and offered help in finding work that suits their circumstances. On Friday the Social Security Minister will explain to the House the full details of how this radical new programme will be introduced.

CHILDCARE

A generation of parents have waited for their Government to introduce a national childcare strategy. From this Budget forwards, childcare will no longer be seen as an afterthought or a fringe element of social policies but - as it should be - an integral part of our economic policy. So first we will increase the supply of childcare in our country and make it more accessible; as part of the new deal for the under 25s, we will encourage voluntary organisations to take on and train young people and help them into careers as childcare assistants.

We believe that over a five-year period as many as 50,000 young people can be trained as childcare assistants. Second, we will make childcare more affordable; from next summer every lone parent with more than one child who qualifies for family credit, housing benefit or council tax benefit will have the first #100 of weekly childcare costs disregarded in calculating their in-work benefits; and from now on every lone parent with children of 12 years old or younger will be able to receive help; lottery money will be made available for after-school clubs. And as we replace the wasteful and chaotic system of nursery vouchers we will be able to offer reliable access to nursery places for every four-year-old in Britain.

With these measures, that bring both childcare and employment within the reach of many more parents, we have taken the first step to a national childcare strategy for the United Kingdom.

No one in our society, in 1997, should be excluded from the right to work either because of disability or incapacity, if they want to do some work. So as a final element of our Welfare-to-Work strategy we will also bring forward proposals to help those who are disabled or on incapacity benefit who want training or work. To fund this programme and other measures I have set aside #200m from the windfall fund. Taken together these comprehensive and ambitious initiatives mean that, from now on, no section of society should suffer permanent exclusion.

For too long the United Kingdom has been united only in name. From today ours is a country where everyone has a contribution to make.

The second principle of the new welfare state is to ensure that work always pays. In May I established, under the chairmanship of Martin Taylor, a review to consider how we can streamline and modernise the tax and benefit system to help employment opportunity and work incentives and assist in strengthening family life.

We will introduce a 10p rate of income tax as soon as it is prudent to do so. A 10p tax rate - combined with a cut in benefit tapers - will reduce in-work poverty. So too will the minimum wage which the Government will introduce after advice from the new low-pay commission. Set at a sensible level, the minimum wage will not only establish a floor under wages but ensure in-work benefits act as a genuine top-up for low-paid workers rather than a subsidy for low-paying employers.

So I have also asked Martin Taylor to consider at an early stage the advantages of introducing a new in-work tax credit for low-paid workers. It would draw upon the successful experience of the American earned income tax credit, which helps reduce in-work poverty and now helps 19m lower-paid workers.

Conclusions that emerge from this tax benefit review will inform the judgments in my next Budget, which I have decided will be in spring 1998.

TRAINING

The third component of the new welfare state is the establishment of a skills ladder - so that every employee is encouraged to learn skills throughout their working lives. It is our intention to introduce individual learning accounts. And, to increase the staying on rates at schools and colleges, we will complete our review of educational finance and maintenance for 16 to 18-year-olds to ensure resources are used to support those most in need.

Just as the Open University has, since the 1960s, offered thousands second chances in higher education through television, in their homes, our new University for Industry can, from the 1990s, through satellite cable and interactive technologies bring lifelong learning direct to homes as well as workplaces.

I have allocated from the Welfare-to-Work budget #5m to start up the Public-Private Partnership that will fund the University for Industry. By these measures - which will create work, make sure that work always pays, and provide recurring opportunities for lifelong learning - the new welfare state will help equip Britain for the new world.

TAXATION

A country equipped for the future should also have a modern tax system based on principle. The tax system sends critical signals about the economic activities a society wishes to promote and deter. Today I start to put these principles into practice by demonstrating our commitment to the environment. As the statement of environmental principles set out by the Financial Secretary today shows, we are determined that our tax system and economic policies as a whole encourage the good and discourage the harmful.

The extraction of aggregates - including stone, sand and gravel - involve significant environmental costs and damage to the landscape, which may go beyond that recognised in the scope and level of the landfill tax. Too little is also being done to discourage water pollution. The environmental case for charges on polluters needs to be examined carefully. After a period of consultation, I will return with any proposals in these two areas in my next Budget.

Existing taxes, including our excise duties, must also advance the Government's environmental objectives. So to reduce pollution, lorries and buses that meet low emission standards will, from next year, attract a reduction of vehicle excise duty by a maximum of #500.

Rises in vehicle excise duty, broadly in line with inflation, will take place from November 17. And in line with the environmental objectives I have set down, road fuel duties will increase by an extra 1% every year over and above the annual 5% real rate of increase established by the previous Government. Petrol will go up by the equivalent of 4p a litre from 6pm this evening.

I have also decided to raise the annual rate of increase in tobacco duties. From December 1 this year these will be increased by an extra 2% a year - this year by another 5p - above the annual 3% real rate of increase established by the previous Government.

In the normal course of events the price of a packet of 20 cigarettes would have risen by just over 14p. Under my proposals the price of a packet will rise on 1 November by 19p.

Alcohol and tobacco duties demand careful consideration this year, not least because of the impact of fraud, smuggling and cross-border shopping. I have therefore decided to review all alcohol and tobacco duties and while this review is under way, inflation-only rises for alcohol will take effect from January.

TAX AVOIDANCE

The tax burden avoided by the few falls on the many. In eight weeks of this Government we have already identified a series of significant tax abuses. I am introducing measures with immediate effect to end tax abuses through avoidance of corporation tax, VAT and PAYE. Changes to insurance premium tax to block an abuse relating to long-term health insurance will take effect from October 1. I am also proposing to modernise the rules governing transfer pricing and controlled foreign companies. The details of these changes will be available at the end of my speech. In total these initial measures will bring in a cumulative total of #1.7bn over four years.

A Government committed to the proper funding of public services will not tolerate the avoidance of taxation and will be relentless in its war against tax avoidance.I have also instructed the Inland Revenue to carry out a wide-ranging review of areas of tax avoidance, with a view to further legislation in future finance bills. I have specifically asked them to consider a general anti-avoidance rule.

The principle of fairness in taxation will guide all my Budget decisions. So I can today announce that at this, the first opportunity, the Government will honour its pledge to cut VAT on fuel and power. To help pay for this, we will withdraw tax relief for private medical insurance for the over-60s which costs #140m-a-year and which has failed to achieve its original purpose of substantially increasing the take-up of private medical insurance.

I would like to abolish VAT on fuel. But European rules prevent me from doing so. Therefore, VAT will be cut to the lowest level compatible with European law, that is 5% from September 1, well in advance of winter fuel bills.

In this Budget I have no changes to make to income tax either at the basic or top rate. I will not extend VAT to food, children's clothes and newspapers and public transport fares. Nor will I during this Parliament. This is a Government that keeps its promises on tax.

But to cut fuel bills, I intend to make a further tax cut. The gas levy - imposed by the last Government - has pushed prices for domestic consumers higher than they would otherwise be. So from April year we are reducing the gas levy to zero. 18.5m domestic customers will benefit from this change. Their gas bills should fall by about 2%, on average.

As a result of these two changes, and other price cuts already announced, I expect gas prices to fall in real terms by 5.5% this year and 11% next year, which will mean a fall of #90 in next year's fuel bills compared with last year's.

Many of the least well-insulated houses in Britain are occupied by older people. No pensioner should be in a position where for reasons of finance they cannot adequately insulate their homes. Today with our new programme of training and jobs for young people we are able to expand the national programme of home insulation.

Contractors within the home energy efficiency scheme, and voluntary organisations will be encouraged to take on young people to insulate the homes of pensioners. This will give jobs and new skills to our young people, help and protection to the elderly, and it will improve our environment.

Poorly insulated housing is but one of the most conscious failures of housing policies of the last 20 years. Even more serious is inadequate provision of low-cost rented accommodation throughout our country. This has led to overcrowding the costly and wasteful use of bed-and-breakfast accommodation and in some cases homelessness.

HOUSING

This Government has a commitment to decent housing at affordable rents because we believe that overcrowding and homelessness on a scale we have seen are intolerable in a civilised society. Building and repairing homes will answer a pressing social need and offer opportunities for skilled and productive employment. I can therefore announce the first step in a practical and measured programme to phase the release of capital receipts. Local authorities will have borrowing consents for an additional #900m - #200m this year, and #700m next year - for building new houses and repairing their existing stock.

The detailed proposals for England together with measures specific to Scotland, Wales and Northern Ireland will be announced by the relevant Secretaries of State in due course.

For most people the acquisition of a house is the biggest single investment they will make. Homeowners rightly expect their investment to be protected by sensible policies pursued by Government.

I am determined that as a country we never return to the instability, speculation, and negative equity that characterised the housing market in the 1980s and 1990s. Volatility is damaging both to the housing market and to the economy as a whole. So stability will be central to our policy to help homeowners. And we must be prepared to take the action necessary to secure it.

I will not allow house prices to get out of control and put at risk the sustainability of the recovery. I have therefore decided it is right to take two measures aimed at stability in the housing market.

First I will raise stamp duty from 1% to 1.5% on property sales above #250,000 and to 2% for property sales above #500,000. This will take immediate effect after the Budget resolution has been voted by the House.

Second, continuing the reforms begun by the previous Government which removed mortgage tax relief at the higher rate of 40% in 1991, and cut it to 15% by 1995, I propose to reduce mortgage tax relief by a further 5% from 15% to 10% from April 1998.

The timing of my measure should help to avoid a return to the conditions of the 1980s where the failure to take early action guaranteed worse problems later on. I believe these measures will help to ensure a more balanced recovery.

WINDFALL TAX

Our reform of the welfare state - and the programme to move the unemployed from welfare to work - is funded by a new and one-off windfall tax on the excess profits of the privatised utilities. The tax will apply to companies privatised by flotation, and subject to economic regulation under specified acts of Parliament.

In determining the details of the tax, I believe I have struck a fair balance between recognising the position of the utilities today and their under valuation and under-regulation at the time of privatisation. The windfall tax will be related to the excessively high profits made under the initial regime. A company's tax bill will be based on the difference between the value that was placed on it at privatisation, and a more realistic market valuation based on its after-tax profits for up to the first four full accounting years following privatisation.

In preparing the windfall tax we looked more broadly at the position of the affected companies. As a result of my earlier announcement - justified on its own merits - to reduce the gas levy to zero, I am satisfied that no company faces an unduly heavy tax burden.

The windfall tax will raise some #2.1bn from the electricity sector, around #1.65bn from the water sector, and some #1.45bn from the remaining companies. After taking the reduction in the gas levy into account, which will cost the Government #400m over the next three years, the net effect of the gas levy and the windfall tax together will raise #4.8bn.

After consulting the regulators, it is my judgment that the tax can be paid without any impact on prices, investment, or the quality of service to customers; or, in my view, on employment. In recent weeks many companies have asked to pay the tax in instalments. I have now agreed that this shall be the case. It will be a one-off tax payable in two instalments. The first instalment will be paid on December 1, 1997, the second a year later.

BORROWING

Based on the fiscal tightening I have announced today, I can now give full details of our five-year deficit reduction plan. The deficit reduction plan is aimed at reducing the structural budget deficit. It is made possible by a long-term commitment to financial discipline. It takes into account the uncertainties and risks involved in forecasting the economic cycle. It is underpinned by a comprehensive review of the way Government spends its money; and it matches rigour today with a long-term commitment to prudent and sustainable public finances. In January this year I announced we would adhere for two years to the agreed control totals for public spending. That commitment is reaffirmed today and integral to the Budget statement.

I announced there would be no spending round this year. Nor will there be. Departments are working within already announced departmental spending totals to reorder spending from low priority to high priority areas. I am pleased to report that they are not only identifying waste and inefficiencies in existing spending but redistributing savings to the long-term priorities of this Government, not the last.

The figures I now give for my deficit reduction plan exclude windfall tax revenues. Borrowing was projected in the last Budget to be #19.25bn this year but is now set to be #13.25bn. And borrowing that was projected to be #12.25bn next year is now set to be #5.5bn.

Beyond these years, I am publishing a range of projections based on different assumptions for spending. In every case we meet the golden rule, see debt falling as a proportion of GDP and, because of our discipline, we go below the borrowing pro jections of the previous Government. And for this year and for the foreseeable future we are comfortably within the Maastricht criteria for levels of both debt and borrowing.

NHS

The Comprehensive Spending Review will determine overall priorities for the early decades of the new century.

In the case of the National Health Service, the first stage of our cuts in bureaucracy are being implemented this year. By next spring the first conclusions from the strategic review of London hospitals will be implemented; we will act to improve the organisation of services including to merge NHS trusts.

By dismantling the inefficient internal market we will no longer have to spend money promoting competition and servicing innumerable short-term contracts and the administration that goes with them, at the expense of care.

And because we have reinvigorated the Private Finance Initiative, we will shortly announce a new hospital building programme across the country. We will also act to recoup in full the cost of treating road traffic accidents from insurance companies. This, like the action we are taking against prescription fraud, shows our determination to ensure NHS resources are focused on frontline care. In normal circumstances, the #5bn reserve for 1998-99 - set aside by the previous Government - would be distributed during the annual autumn spending round, with the allocations announced at the time of the November Budget.

There is no spending round this autumn and, as a result, there will now be no Budget until next spring. The majority of the reserve will be retained for contingencies that may arise in the coming year.

But now that the long-term changes are under way, I want the NHS to be able to plan also for the year ahead. And I want them to do so in the sure knowledge of a prudent and realistic allocation for 1998-99 which will ensure that services are maintained and patient care is secure.

The long-term plans mean that we are now sure the money will go where it is needed - direct to patient care. I have decided to allocate from the reserve to the NHS for 1998-99 a sum of #1.2bn. This does more than meet our commitment at the election for a real-term increase in resources. Health spending will now rise by 5% - 2.25% in real terms - the same as our projection for the trend growth rate of the economy as a whole. The public rightly wants to see more money put into the NHS. But it wants the money actually to go to patient care. This money is being granted on the firm agreement that the administrative reforms in health will be fully implemented. And frontline patient care will benefit.

EDUCATION

Education is our country's priority. It holds the key to our future. But the Government must be satisfied that resources in education are going direct to learning in the classroom. The Secretary of State for Education will bring forward proposals so that every school can meet standards for results and discipline.

Our long-term review of spending on education, schools and local education authorities must meet targets for raising standards in schools in their areas. And they must demonstrate that money is being spent improving the quality of pupils' education. For next year, while we review the future arrangements for local authority finance, capping will remain in place. But I propose to allocate from the reserve for 1998-99 and specifically for use in schools an additional #1bn to education.

The details will be announced in due course by the Secretaries of State for Education and Employment, Scotland, Wales and Northern Ireland.

Traditionally these announcements - of tax revenues and spending allocations - would complete a Budget. But I have one more announcement to make.

The windfall tax I have announced will finance the measures I have announced for employment and training. But there is nothing more important to the training of young people than what happens in our schools.

Indeed many of the problems our Welfare-to-Work programme must now address start in school. We cannot run a first-rate economy on the basis of second-rate education.

In general, economic success tomorrow will depend on investing in our schools today. But at the present rate of progress many of our children will be educated for the 21st century in classrooms built in the 19th. Today one million pupils are being educated in classrooms built before the First World War. If our schools are to educate for the needs of the 21st century economy they must themselves become schools fit to learn in and equipped for the 21st century.

And by encouraging schools to engage in Public/Private Partnerships, the public investment we make can lever in even more resources to renovate our schools.

I want schools not just to repair the roofs and the fabric but to acquire the equipment and computers they need. So I have decided to allocate cash from the proceeds of the windfall tax for an immediate programme of capital investment to equip our schools with the infrastructure, the technology, and the bright, modern classrooms they need.

The Paymaster General and the Secretary of State for Education and Employment will invite schools to submit plans, showing how they propose to upgrade, modernise and become schools fit for the 21st century. The detail of the plans will be announced by the Secretary of State for Education in due course.

I therefore propose to make available #1.3bn over the course of the Parliament, representing a capital investment that averages almost #150 for every pupil in the country.

Taken together with the extra year-to-year expenditure I have just announced, this Budget allocates #2.3bn in new resources for our schools. With this increase in educational investment we are taking the first step towards delivering our manifesto commitment to increase the proportion of national income spent on education. In education, as in every other area, we are honouring our pledges to the British people.

The measures I have announced today for stability, investment, employment and opportunity for all will make Britain better equipped and more ready to face the future with confidence.

Previous Budgets pursued the short-term interests of the few. This Budget advances the long-term interests of the many. A Budget equipping Britain for the future - meeting the people's priorities.

A people's Budget for Britain's future. I commend it to the House and to the country.

(c) Times Newspapers Ltd, 1997.
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Richard Thomas on Brown's green shoots challenging grey power

SEARCHING for a gag to cheer up dejected Conservative troops at the 1995 party conference, Michael Heseltine seized on an admission by Gordon Brown, then shadow chancellor, that the phrase "post neo-classical endogenous growth theory" had been penned by his adviser, Ed Balls. The idea "wasn't Brown's," El Presidente thundered. "It was Balls!"

Great political theatre and the loyalists roared. But they aren't laughing now. Mr Balls is one the most powerful players in government, a leader of the coterie of twenty-and thirty-somethings striding around the corridors of power. Wherever Mr Brown is, Mr Balls is never far behind. The Budget was covered with youthful fingerprints.

Mr Balls, aged 30, the Chancellor's closest aide and intellectual soulmate, is complemented by Ed number two, Ed Miliband, aged 27. These two know, and knew, more about the Budget than most of the Cabinet. Similarly, over at the Number 10 policy unit, most of the policy wonks were in primary school when Labour last ran the economy.

"It is unprecedented to have so many young people advising at the very highest levels of government," says Helen Wilkinson, who has studied Generation X at the Demos think-tank. "It is a useful buffer against the slighty crusty civil service. These people are young, energetic and unburdened by history."

Their prominent role is entirely in keeping with yesterday's rhetoric about investing in the future, for the long-term, she said. They are young, ambitious, well educated and non-ideological: the personification of the kind of Britain Blair wants to build.

But the young Turks are also unburdened by many of the concerns affecting most of the electorate - costs of child care, schools, mortgage defaults, divorce. Almost without exception they are single and childless, and some think it showed in the Budget.

Treasury old hands say that with the Chancellor also single, childless and workaholic - notwithstanding the Hello-style pictures of his "intimate" dinner with his girlfriend - there is a general lack of empathy with ordinary voters. "They are not terribly sensitised to middle Britain," one Budget veteran said. "They are personally unaffected by child benefit, married couple's allowance, fees for university education and probably mortgage interest relief too. Tax changes that are good on paper, like the reduction in Miras, are a big deal for a family struggling to make ends meet. But not for the architects of them."

The new administration may therefore come to regret its reliance on trusted servants, rather than civil ones, he believes. "The Civil Service machine has been shunted to one side. In opposition, Labour developed its own life support system and has brought it wholesale into government."

The fresh-faced policy wonks also fuelled the emphasis on helping the under-25s through the windfall tax-funded welfare-to-work scheme, contrasting with a deafening silence on improving pensions and care for the elderly.

But Ms Wilkinson says it is high time to shift the emphasis of spending away from the grey vote. "As society has aged, more and more has been spent on the NHS and the elderly, and less on young people, especially young families. Some political re-accounting is necessary." Unlike the baby-boomers, she says, this generation is having it tough, in terms of jobs, security and future prospects.

Having watched the 1970s generation disastrously blow all the Government's money, and the 1980s generation disastrously blow all their own money, the 1990s elite are determined to put the house in order. "They are generally quite liberal on social issues, almost libertarian - though not in their own lives," says Ms Wilkinson. "But they are very conservative on fiscal policy, they are acutely aware of not storing up problems for the future, of racking up debt which they will spend their lives paying off."

Those who attribute the Chancellor's decision yesterday to launch a "five-year deficit reduction plan," tough spending plans and to wage war against the public sector borrowing requirement to his Scottish cautiousness, or to the influence of iron chancellors past, such as Stafford Cripps, are missing the point. Mr Brown's young advisers are the most austere of all.

In the US, the generational fiscal conflict has led to some nasty street clashes. In Britain the approach has been one more commonly associated with the Trotskyist hard-left: entryism. Why demonstrate on the Treasury's steps when you can run it?

The danger is that the ones who make it to the top begin to fashion policy in their own image. With Oxbridge and East Coast degrees, they are thrilled by a world of job-hopping, in which skills are the only security. "Talk of ladders of opportunity" and a global world in which "old jobs and old skills have disappeared" sounds less enticing to those whose jobs are the ones which disappear.

Some people may simply want a decent enough job with a reasonable wage and some security. Yesterday's talk of a Universtity for Industry and individual learning accounts will echo in Harvard seminar rooms, and is precisely what the young shakers want, but may miss the mark for their ordinary counterparts.

There is an awesome amount of responsibility resting on some awfully young shoulders in the Treasury. If Mr Balls and Co succeed, they will be feted as certain leaders of the future. But if they fail - as some of the old lags fervently hope - they will quickly discover that youth provides no armour in the ruthless world of politics.
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The Budget that I lay before the House today represents more than an allocation of resources and an accounting of revenues.

Because behind the numbers and statistics the central purpose of this Budget is to ensure that Britain is equipped to rise to the challenge of the new and fast-changing global economy. Not just a few of us. But everyone.

The impact of the global market in goods and services, and of rapidly advancing technology, is now being felt in every home and every community in our country.

New products, new services, new opportunities challenge us to change; old skills, old jobs, old industries have gone and will never return.

Yet for our country, the first industrial nation, this new global economy, driven by skills, creativity, and adaptability offers a historic opportunity.

The dynamic economies of the future will be those that unlock the talent of all their people, and our creativity, our adaptability, our belief in hard work and self-improvement, the very qualities that made Britain lead the world in the 18th and 19th centuries, are precisely the qualities we need to make Britain a strong economic power in the 21st century.

But to achieve this we must address the four weaknesses that have held us back for too long and for too many years - instability, underinvestment, unemployment, and waste of talent.

In this Budget I will address each of these weaknesses in turn to ensure stability, investment, work, and opportunity for all.

In a global economy, long-term investment will come to those countries that demonstrate stability in their monetary and fiscal policies, and in their trading relationships, and for Britain this means stability in our relations with Europe.

In May, the Government established a wholly new framework for monetary stability; open and accountable, based on clearly established rules and discipline. The Government sets the inflation target, and the Bank of England sets interest rates to meet that target.

This reform signified our determination to break from the short-termism of the past and establish long-term confidence.

In this Budget I will match these measures for long-term monetary stability with measures designed to promote long-term fiscal stability.

The Chancellor is first and foremost the guardian of the people's money. But during the 1990s, the national debt has doubled. This year alone the taxpayer will pay out #25bn in interest payments on debt, more than we spend on schools.

Public finances must be sustainable over the long term. If they are not, then it is the poor, the elderly, and those on fixed incomes who depend on public services that will suffer most.

So, as with our approach to monetary policy, so in fiscal policy: we will now establish clear rules, a new discipline, openness, and accountability.

My first rule - the golden rule - ensures that over the economic cycle the Government will borrow only to invest and that current spending will be met from taxation. My second rule is that, as a proportion of national income, public debt will be held at a prudent and stable level over the economic cycle.

And to implement these rules, I am announcing today a five-year deficit reduction plan.

Together, these rules and this plan will ensure a historic break from the short-termism and expediency that have characterised the recent fiscal policies of our country.

As with our monetary policy, our fiscal policy will be all the more credible for being open and accountable.

Immediately upon coming to office, the Government invited an independent scrutiny by the National Audit Office of key assumptions in the public finance forecasts. This independent scrutiny will continue into future Budgets with further work by the National Audit Office and, with publication, some months in advance of every Budget, of an assessment for open debate of what is happening to the economy and to the people's money.

My Budget today sets out a forecast for public borrowing this year and next. And for the following three years, projections for the public finances based on different scenarios for the growth of public spending.

And I can report that in each and every case, our deficit reduction plan ensures that we are on course to meet the two fiscal rules that guide our approach to the public finances.

Any Budget seeking to achieve high and stable levels of growth and employment must be guided by the true state of the public finances, but also by a clear assessment of the state of the economy, and to that I will now turn.

We have seen a rapid growth of consumer spending, of nearly 4 per cent over the last year. With the prospect of further "windfalls" from the building societies, consumer spending is likely to remain strong.

There has been a sharp rise of 7 to 11 per cent in house prices, with even higher rises in the South-East. The growth of average earnings has accelerated to four-and-a-half per cent a year. The rate of broad money growth has been around 10 per cent for a year.

These increases in consumer spending, earnings, and money supply are continuing even as industrial production and manufacturing output have been recovering only slowly.

It is essential that consumer spending is underpinned by investment and industrial growth. Britain cannot afford a recurrence of the all too familiar pattern of previous recoveries: accelerating consumer spending and borrowing, side by side with skills shortages, capacity constraints, increased imports and rising inflation.

Already there are warning signs that this pattern could be repeated. In similar circumstances some of my predecessors have ignored these signs while others have deluded themselves into believing that growth, however unbalanced, was evidence of their success. I will not ignore the warning signs and I will not repeat past mistakes.

The Treasury's assessment is that the output gap is close to zero, and there is a risk that output could already be above trend. In other words, our sustainable rate of growth is too low for growth to continue at its current pace without the risk of more inflation. That is why in May I judged interest rate increases were necessary, and events since then have confirmed that this was the correct judgement.

But against these pressures we must take into account both the subdued level of producer price inflation and the current strength of sterling, which, over the last year, has appreciated by 18 per cent. I understand and share the concerns of industry and exporters and will address them.

As the figures demonstrate, there is now an imbalance between strong growth in the consumer and service sector and weak growth in the manufacturing and exporting sector. None the less, what worries manufacturers even more is that inflation could get out of control and herald a return to the instability of stop-go.

My goal is therefore to ease inflationary pressures without damage to industrial and exporting prospects and to do so in a way that is consistent with our long-term objective of high and stable growth and employment.

In this way we can moderate the upward pressure on interest rates and on the exchange rate, as well as further our objective of sustainable public finances.

I have therefore decided to tighten fiscal policy, as a result of Budget measures including the windfall tax, by #5.5bn this year and #4.75bn next year.

And, with the resulting reductions in the deficit, I am able to present an economic forecast putting us back on course for a more balanced and more lasting recovery. And for long-term stability in the public finances.

The forecast is that GDP will grow by 3.25 per cent this year and 2.5 per cent next year, before returning to its trend rate.

Consumer spending, which is expected to increase by 4.5 per cent this year, is forecast to grow more slowly, at 4 per cent next year. Business investment, which has failed to meet expectations over the past 2 years, is forecast to rise strongly this year and next, so increasing investment as a share of GDP.

Finally, inflation is expected to remain at 2.5 per cent this year, the Government's target, rising slightly, to 2.75 per cent next year, as a result of the failure by the last government to take early action to control inflation, before returning to 2.5 per cent in 1999.

To achieve long-term stability is to achieve something no government has done for decades. But stability is a necessary, not a sufficient, condition for the Government's objectives of high and stable levels of growth and employment.

A prudent estimate of the current trend rate of growth is only 2.25 per cent. Higher growth will have to be achieved rather than assumed. But I believe that as a country we can achieve higher long-term rates of growth if - from this Budget onwards - we expand investment and capacity, promote employment, and increase our country's skills.

If we are to do so, more of our companies will have to rise to the level of our best.

And it is to far-reaching measures that will raise the quantity and quality of investment that I now turn.

Since 1980, the UK has invested a lower share of GDP than most other industrialised countries, and GDP per worker has been lower too. For every #100 invested, per worker in the UK, Germany has invested over #140, the US and France around #150, and Japan over #160 per worker.

The objective behind our two-year-long corporate tax review - begun in opposition - has been to develop a tax system that encourages personal savings, favours higher levels of investment, rewards long-term investment, and is fair to all. Our consultations on Capital Gains Tax will be completed in time for the next Budget.

Half the adult population of our country hardly save at all. So in order to encourage personal savings, the Government will, as promised, introduce from 1999, individual savings accounts, extending the principle of TESSAS and PEPs, continuing to offer favourable tax reliefs for saving.

Through the new individual savings account we intend to encourage the habit of saving among people who have never saved before. I can confirm also that this Budget will not proceed with the last Government's proposal to phase out tax relief on employee pension contributions.

But this point in the recovery is also the right time to make changes in corporation tax to encourage more long-term investment.

My changes in monetary policy were designed to help companies make long-term investment decisions with confidence. My changes in corporation tax are directed to the same long-term objective.

I want the United Kingdom to be the obvious first choice for new investment. So I have decided to cut the main rate of Corporation Tax by 2 per cent, from 33 per cent to 31 per cent, the lowest ever rate in the UK. This means that we will have the lowest Corporation Tax rate of any of our major competitors - Germany, France, America or Japan - and we will have it under this Government.

This is a long-term commitment that will increase both inward investment and domestic investment to the benefit of the whole country. Too often British companies have invested too little, and too late in the economic cycle.

Because I want companies to get the benefit now, the 2 per cent corporation tax cut will start from April 1997.

This tax cut is the first component of this Budget's investment strategy. The second is a structural reform that will also encourage investment.

The present system of tax credits encourages companies to pay out dividends rather than reinvest their profits. This cannot be the best way of encouraging investment for the long term as was acknowledged by the last Government.

Many pension funds are in substantial surplus and at present many companies are enjoying pension holidays, so this is the right time to undertake a long-needed reform. So, with immediate effect, I propose to abolish tax credits paid to pension funds and companies.

For PEP holders, for individuals who do not pay tax and for charities, tax credits will continue to be paid until April 1999. By this time the introduction of individual savings accounts will ensure that individuals have the opportunity to continue to be able to save with tax advantages. Basic and lower rate taxpayers do not pay any extra tax on dividends they receive: that will remain the position. And we will ensure that higher rate taxpayers will pay no more than they do now.

Advance Corporation Tax will continue to be paid by companies on their dividends at the same rate as now. To stop the yield from ACT being eroded by greater use of foreign income dividends, we are ending the foreign income dividends scheme from 6 April 1999.

International holding companies will continue to pay dividends out of foreign income without paying Advance Corporation Tax.

I will make special provision for charities through public expenditure. Tax credits will be paid to them until April 1999 and after April 1999 the Government will fund a five-year transitional period. So charities will have seven years in total in which to adjust to the change.

In future new jobs are likely to come from a large number of small businesses than from a small number of large businesses. The route to success is not for the Government to try to pick winners but to create an environment in which more firms have more chances, by their own efforts, to succeed.

That is why I have decided to do more to assist investment in small businesses. I have therefore decided to cut the small companies tax rate by 2 per cent from 23 per cent to 21 per cent, and to do so from April 1997.

In the past, investment incentives have been introduced in recessions when companies are least able to consider new investment.

But at this point in the economic cycle, an investment incentive should encourage companies considering future investments to bring those investments forward.

I have therefore decided, with immediate effect, to double for one year the level of first year capital allowances on plant and machinery for small and medium-sized firms. This will apply to both companies and unincorporated businesses.

This means that if a firm invests within the next twelve months it can set off against tax not a quarter of its investment as hitherto but a half.

Over three-and-a-half million businesses will be eligible for this relief. It will be worth #230m to small and medium-sized businesses next year and #170m the year after.

Britain is increasingly leading the world in those industries which most obviously depend on the skills and talents of their workers - communications, design, architecture, fashion, music and film.

Our national endowment fund for science, technology and the arts will offer talented young artists and scientists the finance to turn British ideas into successful business ventures.

But despite the British film industry's outstanding record of creative and critical success, too many British films that could be made in Britain are being made abroad, or not at all. The talents of British film makers can and should, wherever possible, be employed to the benefit of the British economy.

So, after today, production and acquisition costs on British films with budgets of #15m or less will qualify for 100 per cent write-off for tax purposes when the film is completed: a 3 year measure at a cost of #30 million, that will not only boost the number of British films but the British economy.

In the new economy, however, where capital, inventions, even raw materials are mobile, Britain has only one truly national resource: the talent and potential of its people. Yet in Britain today, one in five of working-age households has no one earning a wage.

In place of welfare there should be work. So today this Budget is taking the first steps to create the new welfare state for the 21st century.

The welfare state was and remains a great British achievement. It was set up to provide security for all, and opportunity for all, goals as relevant today as in 1945.

But for millions out of work or suffering poverty in work, the welfare state today denies rather than provides opportunity. It is time for the welfare state to put opportunity again in peoples' hands.

First, everyone in need of work should have the opportunity to work. Second, we must ensure work pays. Third, everyone who seeks to advance through employment and education must be given the means to advance.

So we will create a new ladder of opportunity that will allow the many, by their own efforts, to benefit from opportunities once open only to a few.

Starting from next year, every young person aged 18-25 who is unemployed for more than six months will be offered a first step on the employment ladder.

Tomorrow, the Secretary for Education and Employment will detail four options, all involve training leading to qualifications. With these new opportunities for young people come new responsibilities. There will be no fifth option - to stay at home on full benefit. So when they sign on for benefit they will be signing up for work. Benefits will be cut if young people refuse to take up the opportunities.

This new deal for the young is comprehensive, rich in opportunity, linked to the development of skills and has already attracted the support of some of Britain's leading companies.

I urge every business to play its part in this national crusade to equip this country for the future by taking on young unemployed men and women.

I appeal to every voluntary organisation to make a further contribution to their community by taking on a young person.

And I will make it possible for every member of this House to act as an ambassador for this venture, encouraging young people in their constituencies, consulting, talking to local businesses and bringing them together to play their part.

There are 350,000 adult men and women who have been out of work for two years or longer. The second component of our Welfare to Work programme will offer employers a #75 a week subsidy to employ long-term unemployed men and women. Yet many of them who lack skills are debarred by the 16-hour rule from obtaining them. For this group - the unskilled - the 16 hour rule will be relaxed. So that when the long-term unemployed sign on for benefit they will now sign up for work or training.

This programme of #3.5bn - which includes an unallocated reserve of #500m - will be the main item funded from the windfall tax on the excess profits of the privatised utilities

But in this Budget I will address also the needs of the two other important groups: lone parents and those in receipt of incapacity and disability benefits who, as a matter of principle, should also have the right to work.

There are now 1 million lone parents bringing up 2 million children on benefit. Any welfare to work programme that seriously tackles poverty in our country must put new employment opportunities in the hands of lone parents. So today I am allocating a total of #200m from the windfall fund for the most innovative programme any Government has introduced for advice, training and day and after-school childcare to support lone parents.

Currently lone parents receive little encouragement to seek work before their youngest child is 16. Under the programme I am announcing today, when the youngest child is in the second term of full time schooling, lone parents will be invited for job search interviews and offered help in finding work that suits their circumstances.

A generation of parents has waited for their government to introduce a national childcare strategy. From this Budget forwards, child care will no longer be seen as an afterthought or a fringe element of social policies but from now on - as it should be - an integral part of our economic policy. So first we will increase the supply of child care in our country and make it more accessible.

As part of the new deal for the under-25s, we will encourage voluntary organisations to take on and train young people and help them into careers as childcare assistants. We believe that over a five-year period, as many as 50,000 young people can be trained as childcare assistants. Second, we will make childcare more affordable.

From next summer, every lone parent with more than one child who qualifies for family credit, housing benefit or council tax benefit will have the first #100 of weekly child care costs disregarded in calculating their in-work benefits. And from now on, every lone parent with children of 12-years-old or younger will be able to receive help.

Lottery money will be made available for after-school clubs. And as we replace the wasteful and chaotic system of nursery vouchers we will be able to offer reliable access to nursery places for every four-year-old.

No one in our society, in 1997, should be excluded from the right to work either because of disability or incapacity, if they want to do some work. So, as a final element of our Welfare to Work strategy we will also bring forward proposals to help those who are disabled or on incapacity benefit who want training or work.

Taken together, these comprehensive and ambitious initiatives mean that, from now on, no section of society should suffer permanent exclusion.

For too long the United Kingdom has been united only in name. From today, ours is a country where everyone has a contribution to make.

The second principle of the new welfare state is to ensure that work always pays.

In May I established, under the chairmanship of Martin Taylor, a review to consider how we can streamline and modernise the tax and benefit system to help employment opportunity and work incentives and assist in strengthening family life.

We will introduce a 10p rate of income tax as soon as it is prudent to do so. A 10p tax rate - combined with a cut in benefit tapers - will reduce in-work poverty. So too will the minimum wage which the Government will introduce after advice from the new Low Pay Commission.

Set at a sensible level, the minimum wage will not only establish a floor under wages but ensure in-work benefits act as a genuine top-up for low-paid workers rather than a subsidy for low paying employers.

So I have also asked Martin Taylor to consider at an early stage the advantages of introducing a new in-work tax credit for low-paid workers. It would draw upon the successful experience of the American earned income tax credit, which helps reduce in work poverty and now helps 19 million lower paid workers.

The third component of the new welfare state is the establishment of a skills ladder - so that every employee is encouraged to learn skills throughout their working lives. It is our intention to introduce individual learning accounts. And, to increase the staying on rates at schools and colleges, we will complete our review of educational finance and maintenance for 16-to 18-year-olds to ensure resources are used to support those most in need.

Just as the Open University has, since the 1960s, offered thousands second chances in higher education through television, in their homes, our new University for Industry can, from the 1990s, through satellite cable and interactive technologies bring lifelong learning direct to homes as well as workplaces.

By these measures which will create work, make sure that work always pays, and provide recurring opportunities for lifelong learning, the new welfare state will help equip Britain for the new world.

A country equipped for the future should also have a modern tax system, based on principle. The tax system sends critical signals about the economic activities a society wishes to promote and deter. Today I start to put these principles into practice by demonstrating our commitment to the environment.

As the statement of environmental principles set out by the Financial Secretary today shows, we are determined that our tax system and economic policies as a whole encourage the good and discourage the harmful.

The extraction of aggregates - including stone, sand and gravel - involve significant environmental costs and damage to the landscape, which may go beyond that recognised in the scope and level of the landfill tax. Too little is also being done to discourage water pollution. The environmental case for charges on polluters needs to be examined carefully. After a period of consultation, I will return with any proposals in these two areas in my next Budget.

Existing taxes, including our excise duties, must also advance the Government's environmental objectives. So to reduce pollution, lorries and buses that meet low emission standards will, from next year, attract a reduction of vehicle excise duty by a maximum of #500.

Rises in vehicle excise duty, broadly in line with inflation, will take place from 17 November. And in line with the environmental objectives I have set down, road fuel duties will increase by an extra 1 per cent every year over and above the annual 5 per cent real rate of increase established by the previous Government. Petrol will go up by the equivalent of 4 pence a litre.

I have also decided to raise the annual rate of increase in tobacco duties. From 1 December this year these will be increased by an extra 2 per cent a year - this year by another 5p - above the annual 3 per cent real rate of increase established by the previous government.

The tax burden avoided by the few falls on the many. In eight weeks of this Government we have already identified a series of significant tax abuses.

I am introducing measures with immediate effect to end tax abuses through avoidance of Corporation Tax, VAT and PAYE. Changes to insurance premium tax to block an abuse relating to long-term health insurance will take effect from 1 October. I am also proposing to modernise the rules governing transfer pricing and controlled foreign companies.

I have also instructed the Inland Revenue to carry out a wide-ranging review of areas of tax avoidance, with a view to further legislation in future finance bills. I have specifically asked them to consider a general anti-avoidance rule.

The principle of fairness in taxation will guide all my Budget decisions. So I can today announce that at this, the first opportunity, the Government will honour its pledge to cut VAT on fuel and power.

To help pay for this, we will withdraw tax relief for private medical insurance for the over-60s which costs #140m a year and which has failed to achieve its original purpose of substantially increasing the take-up of private medical insurance.

I would like to abolish VAT on fuel. But European rules prevent me from doing so. Therefore, VAT will be cut to the lowest level compatible with European law, that is 5 per cent from 1 September, well in advance of winter fuel bills.

In this Budget I have no changes to make to income tax either at the basic or top rate. I will not extend VAT to food, children's clothes and newspapers and public transport fares. Nor will I during this Parliament. This is a Government that keeps its promises on tax.

But to cut fuel bills, I intend to make a further tax cut. The gas levy - imposed by the last government - has pushed prices for domestic consumers higher than they would otherwise be. So from next April year we are reducing the gas levy to zero. Eighteen and a half million domestic customers will benefit from this change. Their gas bills should fall by about 2 per cent, on average.

As a result of these two changes, and other price cuts already announced, I expect gas prices to fall in real terms by five-and-a-half per cent this year and 11 per cent next year, which will mean a fall of #90 in next year's fuel bills compared with last year's.

Many of the least well insulated houses in Britain are occupied by older people. No pensioner should be in a position where for reasons of finance they cannot adequately insulate their homes.

Today, with our new programme of training and jobs for young people, we are able to expand the national programme of home insulation. Contractors within the home energy efficiency scheme, and voluntary organisations will be encouraged to take on young people to insulate the homes of pensioners.

This will give jobs and new skills to our young people, help and protection to the elderly, and it will improve our environment.

Poorly insulated housing is but one of the most conscious failures of housing policies of the last 20 years.

Even more serious is inadequate provision of low cost rented accommodation throughout our country. This has led to overcrowding the costly and wasteful use of bed and breakfast accommodation and in some cases homelessness.

This Government has a commitment to decent housing at affordable rents because we believe that overcrowding and homelessness on a scale we have seen are intolerable in a civilised society.

Building and repairing homes will answer a pressing social need and offer opportunities for skilled and productive employment.

I can therefore announce the first step in a practical and measured programme to phase the release of capital receipts. Local authorities will have borrowing consents for an additional #900m - #200m this year, and #700m next year - for building new houses and repairing their existing stock.

For most people, the acquisition of a house is the biggest single investment they will make. Home-owners rightly expect their investment to be protected by sensible policies pursued by Government.

I am determined that as a country we never return to the instability, speculation, and negative equity that characterised the housing market in the 1980s and 1990s.

Volatility is damaging both to the housing market and to the economy as a whole. So stability will be central to our policy to help homeowners. And we must be prepared to take the action necessary to secure it.

I will not allow house prices to get out of control and put at risk the sustainability of the recovery. I have therefore decided it is right to take two measures aimed at stability in the housing market.

First, I will raise stamp duty from 1 per cent to 1.5 per cent on property sales above #250,000 and to 2 per cent for property sales above #500,000. This will take immediate effect after the Budget resolution has been voted by the House.

Second, continuing the reforms begun by the previous Government which removed mortgage tax relief at the higher rate of 40 per cent in 1991, and cut it to 15 per cent by 1995, I propose to reduce mortgage tax relief by a further 5 per cent from 15 per cent to 10 per cent from April 1998.

The timing of my measure should help to avoid a return to the conditions of the 1980s where the failure to take early action guaranteed worse problems later on.

Our reform of the welfare state - and the programme to move the unemployed from welfare to work - is funded by a new and one off windfall tax on the excess profits of the privatised utilities. The tax will apply to companies privatised by flotation, and subject to economic regulation under specified Acts of Parliament.

In determining the details of the tax, I believe I have struck a fair balance between recognising the position of the utilities today and their under-valuation and under-regulation at the time of privatisation.

The windfall tax will be related to the excessively high profits made under the initial regime. A company's tax bill will be based on the difference between the value that was placed on it at privatisation, and a more realistic market valuation, based on its after-tax profits for up to the first four full accounting years following privatisation.

In preparing the windfall tax we looked more broadly at the position of the affected companies. As a result of my earlier announcement - justified on its own merits - to reduce the gas levy to zero, I am satisfied that no company faces an unduly heavy tax burden.

The windfall tax will raise some #2.1bn from the electricity sector, around #1.65bn from the water sector, and some #1.45 bn from the remaining companies. After taking the reduction in the gas levy into account, which will cost the Government #400m over the next three years, the net effect of the gas levy and the windfall tax together will raise #4.8bn.

After consulting the regulators, it is my judgement that the tax can be paid without any impact on prices, investment, or the quality of service to customers; or, in my view, on employment.

Based on the fiscal tightening I have announced today, I can now give full details of our five year deficit reduction plan.

The deficit reduction plan is aimed at reducing the structural budget deficit. It is made possible by a long term commitment to financial discipline. It takes into account the uncertainties and risks involved in and forecasting the economic cycle. It is underpinned by a comprehensive review of the way Government spends its money; and it matches rigour today with a long-term commitment to prudent and sustainable public finances.

In January this year I announced we would adhere for two years to the agreed totals for public spending. That commitment is reaffirmed today and integral to the Budget statement.

I announced there would be no spending round this year. Nor will there be. Departments are working within already announced departmental spending totals to reorder spending from low priority to high priority areas. I am pleased to report that they are not only identifying waste and inefficiencies in existing spending but redistributing savings to the long-term priorities of this Government, not the last.

The figures I now give for my deficit reduction plan exclude windfall tax revenues. Borrowing was projected in the last Budget to be #19.25 bn this year but is now set to be #13.25 bn. And borrowing that was projected to be #12.25 bn next year is now set to be #5.5bn.

Beyond these years, I am publishing a range of projections based on different assumptions for spending. In every case we meet the golden rule, see debt falling as a proportion of GDP and, because of our discipline, we go below the borrowing projections of the previous Government.

And for this year and for the foreseeable future we are comfortably within the Maastricht criteria for levels of both debt and borrowing.

Tough and prudent management is our watchword in what will continue to be a thoroughly disciplined approach to public finances.

The Comprehensive Spending Review will determine overall priorities for the early decades of the new century.

In the case of the National Health Service, the first stage of our cuts in bureaucracy are being implemented this year. By next spring the first conclusions from the strategic review of London hospitals will be implemented; we will act to improve the organisation of services including steps to merge NHS trusts.

By dismantling the inefficient internal market we will no longer have to spend money promoting competition and servicing innumerable short term contracts and the administration that goes with them, at the expense of patient care.

And because we have reinvigorated the Private Finance Initiative, we will shortly announce a new hospital building programme across the country.

We will also act to recoup in full the cost of treating road traffic accidents from insurance companies. This, like the action we are taking against prescription fraud, shows our determination to ensure NHS resources are focused on frontline care.

In normal circumstances, the #5bn reserve for 1998-99 - set aside by the previous government - would be distributed during the annual autumn spending round, with the allocations announced at the time of the November Budget.

There is no spending round this autumn and, as a result, there will now be no Budget until next spring.

The majority of the reserve will be retained for contingencies that may arise in the coming year.

But now that the long-term changes are underway, I want the NHS to be able to plan also for the year ahead. And I want them to do so in the sure knowledge of a prudent and realistic allocation for 1998-99 which will ensure that services are maintained and patient care is secure.

The long-term plans mean that we are now sure the money will go where it is needed - direct to patient care. I have decided to allocate from the reserve to the NHS for 1998-98 a sum of #1.2bn. This does more than meet our commitment at the election for a real-terms increase in resources. Health spending will now rise by 5 per cent - 2 .25 per cent in real terms - the same as our projection for the trend growth rate of the economy as a whole.

The public rightly wants to see more money put into the NHS. But it wants the money actually to go to patient care. This money is being granted on the firm agreement that the administrative reforms in health will be fully implemented. And frontline care will benefit.

Education is our country's priority. It holds the key to our future. But the Government must be satisfied that resources in education are going direct to learning in the classroom. The Secretary of State for Education will bring forward proposals so that every school can meet standards for results and discipline.

For next year, while we review the future arrangements for Local Authority finance, capping will remain in place.

But I propose to allocate from the reserve for 1998-99 and specifically for use in schools an additional one billion pounds to education. The details will be announced in due course by my right honourable friends the Secretaries of State for Education and Employment, Scotland, Wales and Northern Ireland.

Traditionally these announcements - of tax revenues and spending allocations - would complete a Budget. But I have one more announcement to make.

The windfall tax I have announced will finance the measures I have announced for employment and training. But there is nothing more important to the training of young people than what happens in our schools. Indeed many of the problems our Welfare-to-Work programme must now address start in school.

We cannot run a first-rate economy on the basis of second-rate education. In general, economic success tomorrow will depend on investing in our schools today.

But at the present rate of progress many of our children will be educated for the 21st century in classrooms built in the 19th. Today 1 million pupils are being educated in classrooms built before the First World War.

If our schools are to educate for the needs of the 21st century economy, they must themselves become schools fit to learn in and equipped for the 21st century.

And by encouraging schools to engage in public/private partnerships, the public investment we make can lever in even more resources to renovate our schools. I want schools not just to repair the roofs and the fabric but to acquire the equipment and computers they need.

So I have decided to allocate cash from the proceeds of the windfall tax for an immediate programme of capital investment to equip our schools with the infrastructure, the technology, and the bright modern classrooms they need.

I therefore propose to make available #1.3 billion over the course of the Parliament, representing a capital investment that averages almost #150 for every pupil in the country.

Taken together with the extra year to year expenditure I have just announced this Budget allocates #2.3bn in new resources for our schools.

The measures I have announced today for stability, investment, employment and opportunity for all will make Britain better equipped and more ready to face the future with confidence.

Previous Budgets pursued the short term interests of the few. This Budget advances the long-term interests of the many, a Budget equipping Britain for the future - meeting the peoples' priorities. A peoples' Budget for Britain's future.

I commend it to the House and to the country.
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The Winners: EDUCATION

Schools will get an extra #2bn under a new deal designed to tackle the backlog of repairs and to provide more books and equipment.

Ministers are digging into the contingency reserves for an extra #1bn for local authority spending on schools in 1998/9 to fulfil their promise that education will be a priority.

A further #1.3bn will be spent over the next five years on building repairs, reckoned by local authorities to amount to #3bn. The money will come from the windfall tax on private utilities.

The Government expects new public/private partnerships to repair and maintain some school buildings.

All schools will be able to apply for New Deal for Schools capital. Local authorities will assess the merits of each case and submit applications to the Secretary of State for Education. Those which include public/ private partnerships will be favoured.

Money will also be available to improve security and technology. Schools will have to show not only how they intend to repair buildings but also how they intend to improve standards and invest in technology.

David Blunkett, the Secretary of State for Education, made it clear he expected the money for local authorities to be spent on books, computers and teacher training rather than on big pay rises for teachers. Authorities should also develop plans to improve discipline and tackle truancy.

Mr Blunkett said: "The Chancellor has made it clear that he will continue to look for restraint in pay settlements in the public sector. I shall be expecting the School Teachers' Pay Review Body to take that fully into account."

Government sources said that school and local authority spending would be carefully monitored to ensure that the money was used as the Government intended.

David Hart, general secretary of the National Association of Head Teachers, said: "I am absolutely delighted. This means that schools are no longer being expected to deliver better and better results without the necessary tools to do the job."

In line with its aim of encouraging learning for adults beyond school and university, the government is allocating #5m from Welfare to Work funding to start up the University for Industry - a hi-tech means of helping people in work boost their skills.

Like the Open University, which has offered thousands of people second chances in higher education using television, the University for Industry will use satellite, cable and interactive technologies to bring lifelong learning directly into homes and workplaces.

The university, which will also be used to help jobless people learn basic skills, will have no campus, but will approve and commission high-quality materials for study.

Cash from Department for Education and Employment reserves is being used to set up individual learning accounts, another means of encouraging adults to get the learning habit. The Government will contribute a sum - expected to be around #150 - to would-be learners, who will then top up the account with their own cash and spend the money on education or training. Employers would also be able to add contributions.

Amid concern that money for education and training for 16-18-year-olds is not shared out fairly at present between colleges, school sixth-forms and training providers, the Government pledged to complete its review of funding for the age group. It aims to target resources to improve staying-on rates.

#5m boost for 'lifelong learning' ambitions - UNIVERSITY FOR INDUSTRY. 
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The much-trumpeted University for Industry came a step closer to reality yesterday when Mr Gordon Brown, the chancellor, announced a #5m investment in the scheme - promised to be the industrial equivalent of the Open University. 

In a clear attempt to address some of the concerns about lifelong learning highlighted by Ms Helena Kennedy, a barrister, in a well-publicised report earlier in the day, Mr Brown also made clear the government's intention to introduce individual learning accounts. 

Mr Brown further announced that, in order to improve staying-on rates at school and college, the government would complete a review of finance and maintenance for 16-18 year olds. 

Government officials said this package of measures, announced in the budget statement, would feature prominently in a white paper on lifelong learning, expected in the autumn. 

The University for Industry, an idea devised by Mr Brown during Labour's years in opposition, would be achieved through the information superhighway. 

Mr Brown said: "Just as the Open University has, since the 1960s, offered thousands second chances in higher education through television in their homes, our University for Industry can, from the 1990s, through satellite, cable and interactive technologies, bring lifelong learning direct to the home as well as the workplace." 

The government expects the university to be of particular benefit to small businesses, which do not have the financial reserves to invest heavily in raising the skills of their workforce but which are essential to the economic prosperity of the country. 

The #5m will be allocated to a public-private partnership that, in the long run, will fund the university. 

The chancellor said people would be able to access the University for Industry through Individual Learning Accounts. 

He did not refer to the manifesto pledge to kickstart the programme for up to 1m people by using #150m from the Training and Enterprise Council funds. 

But the idea would be to put #150 of public money into the accounts of 1m people for training courses, adding to contributions they themselves would make to their training. 

Employers would then be encouraged to make voluntary contributions to these funds. 

Mr Brown also flagged government plans to introduce a "skills ladder" which would encourage employees to learn skills throughout their working lives. 

This picked up a key point of the Kennedy report, which argued for more flexible qualifications which could be achieved over time by employees' studying in "bite-sized chunks". 
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The Budget that I lay before the House today represents more than an allocation of resources and an accounting of revenues. 

Because behind the numbers and statistics the central purpose of this Budget is to ensure that Britain is equipped to rise to the challenge of the new and fast changing global economy. 

Not just a few of us. But everyone. 

The impact of the global market in goods and services, and of rapidly advancing technology, is now being felt in every home and every community in our country. 

New products, new services, new opportunities challenge us to change; old skills, old jobs, old industries have gone and will never return. 

Yet for our country - the first industrial nation - this new global economy driven by skills, creativity, and adaptability offers a historic opportunity. 

The dynamic economies of the future will be those that unlock the talent of all their people, and our creativity, our adaptability, our belief in hard work and self-improvement, the very qualities that made Britain lead the world in the eighteenth and nineteenth centuries, are precisely the qualities we need to make Britain a strong economic power in the twenty-first century. 

But to achieve this we must address the four weaknesses that have held us back for too long and for too many years - instability, under-investment, unemployment, and the waste of talent. In this Budget I will address each of these weaknesses in turn to ensure stability, investment, work, and opportunity for all. 

STABILITY I turn first to stability because without stability all plans for investment, employment and education founder. 

In a global economy, long-term investment will come to those countries that demonstrate stability in their monetary and fiscal policies, and in their trading relationships, and for Britain this means stability in our relations with Europe. 

In May the government established a wholly new framework for monetary stability; open and accountable, based on clearly established rules and discipline. The government sets the inflation target, and the Bank of England sets interest rates to meet that target. 

This reform signified our determination to break from the short-termism of the past and establish long-term confidence. 

In this Budget I will match these measures for long-term monetary stability with measures designed to promote long-term fiscal stability. 

The chancellor is first and foremost the guardian of the people's money. But during the 1990s the national debt has doubled. 

This year alone the taxpayer will pay out #25bn in interest payments on debt, more than we spend on schools. 

Public finances must be sustainable over the long term. If they are not then it is the poor, the elderly, and those on fixed incomes who depend on public services that will suffer most. 

So, as with our approach to monetary policy, so in fiscal policy: we will now establish clear rules, a new discipline, openness, and accountability. 

My first rule - the golden rule - ensures that over the economic cycle the government will borrow only to invest and that current spending will be met from taxation. 

My second rule is that, as a proportion of national income, public debt will be held at a prudent and stable level over the economic cycle. 

And to implement these rules, I am announcing today a five-year deficit reduction plan. 

Together, these rules and this plan will ensure a historic break from the short-termism and expediency that have characterised the recent fiscal policies of our country. 

As with our monetary policy, our fiscal policy will be all the more credible for being open and accountable. 

Immediately upon coming to office the government invited an independent scrutiny by the National Audit Office of key assumptions in the public finance forecasts. 

This independent scrutiny will continue into future Budgets with further work by the National Audit Office and, with publication, some months in advance of every Budget, of an assessment for open debate of what is happening to the economy and to the people's money. 

My Budget today sets out a forecast for public borrowing this year and next. 

And for the following three years, projections for the public finances based on different scenarios for the growth of public spending. 

And I can report that in each and every case, our deficit reduction plan ensures that we are on course to meet the two fiscal rules that guide our approach to the public finances. 

Any Budget seeking to achieve high and stable levels of growth and employment must be guided by the true state of the public finances, but also by a clear assessment of the state of the economy. 

And to that I will now turn. 

We have seen a rapid growth of consumer spending, of nearly 4% over the last year. With the prospect of further windfalls from the building societies, consumer spending is likely to remain strong. 

There has been a sharp rise of 7 to 11% in house prices, with even higher rises in the South-East. 

The growth of average earnings has accelerated to 4.5% a year. 

The rate of broad money growth has been around 10% for a year. 

These increases in consumer spending, earnings, and money supply are continuing even as industrial production and manufacturing output have been recovering only slowly. 

It is essential that consumer spending is underpinned by investment and industrial growth. 

Britain cannot afford a recurrence of the all too familiar pattern of previous recoveries: accelerating consumer spending and borrowing side by side with skills shortages, capacity constraints, increased imports and rising inflation. 

Already there are warning signs that this pattern could be repeated. 

In similar circumstances some of my predecessors have ignored these signs while others have deluded themselves into believing that growth, however unbalanced, was evidence of their success. 

I will not ignore the warning signs and I will not repeat past mistakes. 

The Treasury's assessment is that the output gap is close to zero, and there is a risk that output could already be above trend. 

In other words, our sustainable rate of growth is too low for growth to continue at its current pace without the risk of more inflation. 

That is why in May I judged interest rate increases were necessary, and events since then have confirmed that this was the correct judgment. 

But against these pressures we must take into account both the subdued level of producer price inflation and the current strength of sterling, which, over the last year, has appreciated by 18%. I understand and share the concerns of industry and exporters and will address them. 

As the figures demonstrate there is now an imbalance between strong growth in the consumer and service sector and weak growth in the manufacturing and exporting sector. 

Nonetheless what worries manufacturers even more is that inflation could get out of control and herald a return to the instability of stop-go. 

My goal is therefore to ease inflationary pressures without damage to industrial and exporting prospects and to do so in a way that is consistent with our long-term objective of high and stable growth and employment. 

In this way we can moderate the upward pressure on interest rates and on the exchange rate. As well as further our objective of sustainable public finances. 

I have therefore decided to tighten fiscal policy, as a result of Budget measures including the windfall tax, by #5.5bn this year and #4.75bn next year. 

And, with the resulting reductions in the deficit, I am able to present an economic forecast putting us back on course for a more balanced and more lasting recovery. 

And for long-term stability in the public finances. 

The forecast is that GDP will grow by 3.25% this year and 2.5% next year before returning to its trend rate. 

Consumer spending, which is expected to increase by 4.5% this year, is forecast to grow more slowly at 4% next year. 

Business investment, which has failed to meet expectations over the past two years is forecast to rise strongly this year and next, so increasing investment as a share of GDP. 

Finally inflation is expected to remain at 2.5% this year, the government's target, rising slightly to 2.75% next year as a result of the failure by the last government to take early action to control inflation, before returning to 2.5% in 1999. 

To achieve long-term stability is to achieve something no government has done for decades. 

But stability is a necessary, not a sufficient, condition for the government's objectives of high and stable levels of growth and employment. 

A prudent estimate of the current trend rate of growth is only 2.25%. 

Higher growth will have to be achieved rather than assumed. 

But I believe that as a country we can achieve higher long-term rates of growth if - from this Budget onwards - we expand investment and capacity, promote employment, and increase our country's skills. 

If we are to do so, more of our companies will have to rise to the level of our best. 

And it is to far reaching measures that will raise the quantity and quality of investment that I now turn. 

INVESTMENT Since 1980 the UK has invested a lower share of GDP than most other industrialised countries, and GDP per worker has been lower, too. For every #100 invested per worker in the UK, Germany has invested over #140, the US and France around #150, and Japan over #160 per worker. 

The objective behind our two-year-long corporate tax review - begun in opposition - has been to develop a tax system that encourages personal savings, favours higher levels of investment, rewards long-term investment, and is fair to all. Our consultations on capital gains tax will be completed in time for the next Budget. 

Half the adult population of our country hardly save at all. 

So in order to encourage personal savings the government will, as promised, introduce from 1999, individual savings accounts, extending the principle of Tessas and Peps, continuing to offer favourable tax reliefs for saving. 

Through the new individual savings account we intend to encourage the habit of saving among people who have never saved before. I can confirm also that this Budget will not proceed with the last government's proposal to phase out tax relief on employee pension contributions. 

But this point in the recovery is also the right time to make changes in corporation tax to encourage more long-term investment. 

My changes in monetary policy were designed to help companies make long-term investment decisions with confidence. 

My changes in corporation tax are directed to the same long-term objective. 

Main corporation tax rate I want the United Kingdom to be the obvious first choice for new investment. So I have decided to cut the main rate of corporation tax by 2% from 33% to 31%, the lowest ever rate in the UK. This means that we will have the lowest corporation tax rate of any of our major competitors - Germany, France, America or Japan - and we will have it under this government. 

This is a long-term commitment that will increase both inward investment and domestic investment to the benefit of the whole country. 

Too often British companies have invested too little, and too late in the economic cycle. 

Because I want companies to get the benefit now, the 2% corporation tax cut will start from April 1997. 

Tax credits This tax cut is the first component of this Budget's investment strategy. 

The second is a structural reform that will also encourage investment. 

The present system of tax credits encourages companies to pay out dividends rather than reinvest their profits. 

This cannot be the best way of encouraging investment for the long term as was acknowledged by the last government. 

Many pension funds are in substantial surplus and at present many companies are enjoying pension holidays, so this is the right time to undertake a long-needed reform. So, with immediate effect, I propose to abolish tax credits paid to pension funds and companies. 

For PEP holders, for individuals who do not pay tax and for charities, tax credits will continue to be paid until April 1999. By this time the introduction of individual savings accounts will ensure that individuals have the opportunity to continue to be able to save with tax advantages. So they will continue to have favourable tax incentives to invest in equities. Basic and lower rate taxpayers do not pay any extra tax on dividends they receive: that will remain the position. And we will ensure that higher rate taxpayers will pay no more than they do now. 

Advance corporation tax will continue to be paid by companies on their dividends at the same rate as now. To stop the yield from ACT being eroded by greater use of foreign income dividends, we are ending the foreign income dividends scheme from April 6 1999. 

International holding companies will continue to pay dividends out of foreign income without paying advance corporation tax. 

I will make special provision for charities through public expenditure. Tax credits will be paid to them until April 1999 and after April 1999 the government will fund a five-year transitional period. So charities will have seven years in total in which to adjust to the change. 

Charities have been pressing for a review of their tax treatment for some time. The government will now consult widely on how the tax treatment of charities can be made more appropriate to help charities today. Charities too will of course gain, like others, from the longer-term benefit to their shareholdings that higher company investment and profits will bring. 

Cut in small companies tax rate In future new jobs are more likely to come from a large number of small businesses than from a small number of large businesses. 

The route to success is not for the government to try to pick winners but to create an environment in which more firms have more chances, by their own efforts, to succeed. 

That is why I have decided to do more to assist investment in small businesses. I have therefore decided to cut the small companies tax rate by 2% from 23% to 21%, and to do so from April 1997. 

Doubling capital allowances In the past investment incentives have been introduced in recessions when companies are least able to consider new investment. 

But at this point in the economic cycle an investment incentive should encourage companies considering future investments to bring those investments forward. 

I have therefore decided, with immediate effect, to double for one year the level of first year capital allowances on plant and machinery for small and medium-sized firms. This will apply to both companies and unincorporated businesses. 

This means that if a firm invests within the next twelve months it can set off against tax not a quarter of its investment as hitherto but a half. 

Over 3.5m businesses will be eligible for this relief. It will be worth #230m to small and medium-sized businesses next year and #170m the year after. 

It will be largely paid for by reinstating the one-year carry back time for corporate losses, which was temporarily extended to three years during the recession. 

Taken together, the cut in corporation tax and the new investment incentive represent a significant boost for small business investment. Britain moves forward with one of the most favourable tax regimes for small businesses of any country. 

Film industry Britain is increasingly leading the world in those industries which most obviously depend on the skills and talents of their workers - communications, design, architecture, fashion, music and film. 

Our national endowment fund for science technology and the arts will offer talented young artists and scientists the finance to turn British ideas into successful business ventures. 

But despite the British film industry's outstanding record of creative and critical success, too many British films that could be made in Britain are being made abroad, or not at all. 

The talents of British film makers can and should, wherever possible, be employed to the benefit of the British economy. 

So, after today, production and acquisition costs on British films with budgets of #15m or less will qualify for 100% write-off for tax purposes when the film is completed: a three-year measure at a cost of #30m that will not only boost the number of British films but the British economy by boosting our exports. 

WELFARE AND WORK In the new economy, however, where capital, inventions, even raw materials are mobile, Britain has only one truly national resource: the talent and potential of its people. 

Yet in Britain today one in five of working age households has no one earning a wage. 

In place of welfare there should be work. 

So today this Budget is taking the first steps to create the new welfare state for the twenty first century. 

The welfare state was and remains a great British achievement. It was set up to provide security for all, and opportunity for all, goals as relevant today as in 1945. 

But for millions out of work or suffering poverty in work, the welfare state today denies rather than provides opportunity. 

It is time for the welfare state to put opportunity again in peoples' hands. 

First, everyone in need of work should have the opportunity to work. 

Second, we must ensure work pays. 

Third, everyone who seeks to advance through employment and education must be given the means to advance. 

So we will create a new ladder of opportunity that will allow the many, by their own efforts, to benefit from opportunities once open only to a few. 

Starting from next year, every young person aged between 18 and 25 who is unemployed for more than six months will be offered a first step on the employment ladder. 

Tomorrow the secretary for education and employment will detail the four options, all involve training leading to qualifications: 

* A job with an employer; 

* Work with a voluntary organisation; 

* Work on the environmental task force; 

* And, for those without basic qualifications, full-time education or training. 

With these new opportunities for young people come new responsibilities. There will be no fifth option - to stay at home on full benefit. So when they sign on for benefit they will be signing up for work. Benefits will be cut if young people refuse to take up the opportunities. 

This new deal for the young - is comprehensive, rich in opportunity, linked to the development of skills and has already attracted the support of some of Britain's leading companies. 

I urge every business to play its part in this national crusade to equip this country for the future by taking on young unemployed men and women. 

I appeal to every voluntary organisation to make a further contribution to their community by taking on a young person. 

And I will make it possible for every member of this House to act as an ambassador for this venture, encouraging young people in their constituencies, consulting, talking to local businesses and bringing them together to play their part in this new deal for young people. 

There are 350,000 adult men and women who have been out of work for two years or longer. The second component of our Welfare to Work programme will offer employers a #75-a-week subsidy to employ long-term unemployed men and women. Yet many of them who lack skills are debarred by the 16-hour rule from obtaining them. For this group - the unskilled - the 16-hour rule will be relaxed. So that when the long-term unemployed sign on for benefit they will now sign up for work or training. 

This programme of #3.5bn - which includes an unallocated reserve of #500m - will be the main item funded from the windfall tax on the excess profits of the privatised utilities, the details of which I will give the House shortly. 

Lone parents But in this Budget I will address also the needs of the two other important groups: lone parents and those in receipt of incapacity and disability benefits who, as a matter of principle, should also have the right to work. 

There are now 1m lone parents bringing up 2m children on benefit. 

Any welfare to work programme that seriously tackles poverty in our country must put new employment opportunities in the hands of lone parents. So today I am allocating a total of #200m from the windfall fund for the most innovative programme any government has introduced for advice, training and day and after-school childcare to support lone parents. 

Currently lone parents receive little encouragement to seek work before their youngest child is 16. Under the programme I am announcing today, when the youngest child is in the second term of full-time schooling, lone parents will be invited for job search interviews and offered help in finding work that suits their circumstances. 

On Friday my right honourable friend, the social security minister, will explain to the House the full details of how this radical new programme will be introduced. 

National childcare strategy A generation of parents have waited for their government to introduce a national childcare strategy. 

From this Budget forwards, childcare will no longer be seen as an afterthought or a fringe element of social policies but from now on - as it should be - an integral part of our economic policy. 

So, first, we will increase the supply of child care in our country and make it more accessible: as part of the new deal for the under-25s, we will encourage voluntary organisations to take on and train young people and help them into careers as child care assistants. 

We believe that over a five-year period as many as 50,000 young people can be trained as childcare assistants. 

Second, we will make childcare more affordable: from next summer every lone parent with more than one child who qualifies for family credit, housing benefit or council tax benefit will have the first #100 of weekly childcare costs disregarded in calculating their in-work benefits. 

And from now on every lone parent with children of 12-years-old or younger will be able to receive help: lottery money will be made available for after school clubs. And, as we replace the wasteful and chaotic system of nursery vouchers, we will be able to offer reliable access to nursery places for every four-year-old in Britain. 

With these measures, that bring both child care and employment within the reach of many more parents, we have taken the first step to a national childcare strategy for the United Kingdom. 

Incapacity benefit recipients No one in our society, in 1997, should be excluded from the right to work either because of disability or incapacity, if they want to do some work. 

So as a final element of our Welfare to Work strategy we will also bring forward proposals to help those who are disabled or on incapacity benefit who want training or work. To fund this programme and other measures I have set aside #200m from the windfall fund. 

Taken together, these comprehensive and ambitious initiatives mean that, from now on, no section of society should suffer permanent exclusion. 

For too long the United Kingdom has been united only in name. 

From today ours is a country where everyone has a contribution to make. 

Tax and benefit reform The second principle of the new welfare state is to ensure that work always pays. 

In May I established under the chairmanship of Martin Taylor a review to consider how we can streamline and modernise the tax and benefit system to help employment opportunity and work incentives and assist in strengthening family life. 

We will introduce a 10p rate of income tax as soon as it is prudent to do so. 

A 10p tax rate - combined with a cut in benefit tapers - will reduce in-work poverty. So too will the minimum wage which the government will introduce after advice from the new low-pay commission. 

Set at a sensible level, the minimum wage will not only establish a floor under wages but ensure in-work benefits act as a genuine top-up for low-paid workers rather than as a subsidy for low-paying employers. 

So I have also asked Martin Taylor to consider at an early stage the advantages of introducing a new in-work tax credit for low-paid workers. It would draw upon the successful experience of the American earned income tax credit, which helps reduce in-work poverty and now helps 19m lower-paid workers. 

Conclusions that emerge from this tax benefit review will inform the judgments in my next Budget, which I have decided will be in spring 1998. 

Individual learning accounts and University for Industry 

The third component of the new welfare state is the establishment of a skills ladder - so that every employee is encouraged to learn skills throughout their working lives. 

It is our intention to introduce individual learning accounts. And, to increase the staying on rates at schools and colleges, we will complete our review of educational finance and maintenance for 16-to-18-year-olds to ensure resources are used to support those most in need. 

Just as the Open University has, since the 1960s, offered thousands second chances in higher education through television, in their homes, our new University for Industry can, from the 1990s, through satellite cable and interactive technologies bring life-long learning direct to homes as well as workplaces. 

I have allocated from the Welfare to Work budget #5m to start up the Public-Private Partnership that will fund the University for Industry. 

By these measures which will create work, make sure that work always pays, and provide recurring opportunities for life-long learning, the new welfare state will help equip Britain for the new world. 

TAXATION AND FAIRNESS A country equipped for the future should also have a modern tax system based on principle. 

The tax system sends critical signals about the economic activities a society wishes to promote and deter. Today I start to put these principles into practice by demonstrating our commitment to the environment. 

As the statement of environmental principles set out by the financial secretary today shows, we are determined that our tax system and economic policies as a whole encourage the good and discourage the harmful. 

The extraction of aggregates - including stone, sand and gravel - involve significant environmental costs and damage to the landscape, which may go beyond that recognised in the scope and level of the landfill tax. 

Too little is also being done to discourage water pollution. The environmental case for charges on polluters needs to be examined carefully. 

After a period of consultation, I will return with any proposals in these two areas in my next Budget. 

Existing taxes, including our excise duties, must also advance the government's environmental objectives. 

So to reduce pollution, lorries and buses that meet low emission standards will, from next year, attract a reduction of vehicle excise duty by a maximum of #500. 

Rises in vehicle excise duty, broadly in line with inflation, will take place from November 17. 

And in line with the environmental objectives I have set down, road fuel duties will increase by an extra 1% every year over and above the annual 5% real rate of increase established by the previous government. Petrol will go up by the equivalent of 4 pence a litre from 6.00pm this evening. 

I have also decided to raise the annual rate of increase in tobacco duties. From December 1 this year these will be increased by an extra 2% a year - this year by another 5p - above the annual 3% real rate of increase established by the previous government. 

In the normal course of events the price of a packet of 20 cigarettes would have risen by just over 14p. Under my proposals the price of a packet will rise on November 1 by 19p. 

Alcohol and tobacco duties demand careful consideration this year, not least because of the impact of fraud, smuggling and cross border shopping. I have therefore decided to review all alcohol and tobacco duties and while this review is under way, inflation-only rises for alcohol will take effect from January. 

Tax avoidance The tax burden avoided by the few falls on the many. 

In eight weeks of this government we have already identified a series of significant tax abuses. 

I am introducing measures with immediate effect to end tax abuses through avoidance of corporation tax, VAT and PAYE. Changes to insurance premium tax to block an abuse relating to long-term health insurance will take effect from October 1. I am also proposing to modernise the rules governing transfer pricing and controlled foreign companies. The details of these changes will be available at the end of my speech. 

In total these initial measures will bring in a cumulative total of #1.7bn over four years. 

A government committed to the proper funding of public services will not tolerate the avoidance of taxation and will be relentless in its war against tax avoidance. 

I have also instructed the Inland Revenue to carry out a wide-ranging review of areas of tax avoidance, with a view to further legislation in future finance bills. I have specifically asked them to consider a general anti-avoidance rule. 

The principle of fairness in taxation will guide all my Budget decisions. 

So I can today announce that at this, the first opportunity, the government will honour its pledge to cut VAT on fuel and power. 

To help pay for this, we will withdraw tax relief for private medical insurance for the over-60s which costs #140m a year and which has failed to achieve its original purpose of substantially increasing the take-up of private medical insurance. 

I would like to abolish VAT on fuel. But European rules prevent me from doing so. Therefore, VAT will be cut to the lowest level compatible with European law, that is 5% from September 1, well in advance of winter fuel bills. 

In this Budget I have no changes to make to income tax either at the basic or top rate. I will not extend VAT to food, children's clothes and newspapers and public transport fares. Nor will I during this parliament. This is a government that keeps its promises on tax. 

But to cut fuel bills, I intend to make a further tax cut. The gas levy - imposed by the last government - has pushed prices for domestic consumers higher than they would otherwise be. 

So from next April year we are reducing the gas levy to zero. Eighteen and a half million domestic customers will benefit from this change. Their gas bills should fall by about 2%, on average. 

As a result of these two changes, and other price cuts already announced, I expect gas prices to fall in real terms by 5 1/2% this year and 11% next year, which will mean a fall of #90 in next year's fuel bills compared with last year's. 

Many of the least well insulated houses in Britain are occupied by older people. 

No pensioner should be in a position where for reasons of finance they cannot adequately insulate their homes. 

Today with our new programme of training and jobs for young people we are able to expand the national programme of home insulation. 

Contractors within the home energy efficiency scheme, and voluntary organisations will be encouraged to take on young people to insulate the homes of pensioners. 

This will give jobs and new skills to our young people, help and protection to the elderly, and it will improve our environment. 

CAPITAL RECEIPTS AND HOUSING 

Poorly insulated housing is but one of the most conscious failures of housing policies of the last twenty years. 

Even more serious is inadequate provision of low cost rented accommodation throughout our country. This has led to overcrowding, the costly and wasteful use of bed and breakfast accommodation and in some cases homelessness. 

This government has a commitment to decent housing at affordable rents because we believe that overcrowding and homelessness on a scale we have seen are intolerable in a civilised society. 

Building and repairing homes will answer a pressing social need and offer opportunities for skilled and productive employment. 

I can therefore announce the first step in a practical and measured programme to phase the release of capital receipts. Local authorities will have borrowing consents for an additional #900m - #200m this year, and #700m next year - for building new houses and repairing their existing stock. 

The detailed proposals for England together with measures specific to Scotland, Wales and Northern Ireland will be announced by the relevant secretaries of state in due course. 

HOUSING MARKET MEASURE For most people the acquisition of a house is the biggest single investment they will make. Homeowners rightly expect their investment to be protected by sensible policies pursued by government. 

I am determined that as a country we never return to the instability, speculation, and negative equity that characterised the housing market in the 1980s and 1990s. 

Volatility is damaging both to the housing market and to the economy as a whole. So stability will be central to our policy to help homeowners. And we must be prepared to take the action necessary to secure it. I will not allow house prices to get out of control and put at risk the sustainability of the recovery. 

I have therefore decided it is right to take two measures aimed at stability in the housing market. 

First I will raise stamp duty from 1% to 1.5% on property sales above #250,000 and to 2% for property sales above #500,000. This will take immediate effect after the Budget resolution has been voted by the House. 

Second, continuing the reforms begun by the previous government which removed mortgage tax relief at the higher rate of 40% in 1991, and cut it to 15% by 1995, I propose to reduce mortgage tax relief by a further 5% from 15% to 10% from April 1998. 

The timing of my measure should help to avoid a return to the conditions of the 1980s where the failure to take early action guaranteed worse problems later on. I believe these measures will help to ensure a more balanced recovery. 

WINDFALL TAX Our reform of the welfare state - and the programme to move the unemployed from welfare to work - is funded by a new and one-off windfall tax on the excess profits of the privatised utilities. 

The tax will apply to companies privatised by flotation, and subject to economic regulation under specified acts of Parliament. 

In determining the details of the tax, I believe I have struck a fair balance between recognising the position of the utilities today and their under-valuation and under-regulation at the time of privatisation. 

The windfall tax will be related to the excessively high profits made under the initial regime. 

A company's tax bill will be based on the difference between the value that was placed on it at privatisation, and a more realistic market valuation based on its after-tax profits for up to the first four full accounting years following privatisation. 

In preparing the windfall tax we looked more broadly at the position of the affected companies. As a result of my earlier announcement - justified on its own merits - to reduce the gas levy to zero, I am satisfied that no company faces an unduly heavy tax burden. 

The windfall tax will raise some #2.1bn from the electricity sector, around #1.65bn from the water sector, and some #1.45bn from the remaining companies. After taking the reduction in the gas levy into account, which will cost the government #400m over the next three years, the net effect of the gas levy and the windfall tax together will raise #4.8bn. 

After consulting the regulators, it is my judgment that the tax can be paid without any impact on prices, investment, or the quality of service to customers; or, in my view, on employment. 

In recent weeks many companies have asked to pay the tax in instalments. I have now agreed that this shall be the case. It will be a one-off tax payable in two instalments. The first instalment will be paid on December 1 1997, the second a year later. 

Full details of how the tax will apply - and the companies who will pay it - will be set out in an Inland Revenue press release available at the conclusion of this statement. 

DEFICIT REDUCTION PLAN Based on the fiscal tightening I have announced today, I can now give full details of our five-year deficit reduction plan. 

The deficit reduction plan is aimed at reducing the structural budget deficit. It is made possible by a long term commitment to financial discipline. It takes into account the uncertainties and risks involved in and forecasting the economic cycle. It is underpinned by a comprehensive review of the way government spends its money; and it matches rigour today with a long term commitment to prudent and sustainable public finances. 

In January this year I announced we would adhere for two years to the agreed control totals for public spending. That commitment is reaffirmed today and integral to the Budget statement. 

I announced there would be no spending round this year. Nor will there be. 

Departments are working within already announced departmental spending totals to reorder spending from low priority to high priority areas. I am pleased to report that they are not only identifying waste and inefficiencies in existing spending but redistributing savings to the long-term priorities of this government, not the last. 

The figures I now give for my deficit reduction plan exclude windfall tax revenues. 

Borrowing was projected in the last Budget to be #19.25bn this year but is now set to be #13.25bn. And borrowing that was projected to be #12.25bn next year is now set to be #5.5bn. 

Beyond these years, I am publishing a range of projections based on different assumptions for spending. In every case we meet the golden rule, see debt falling as a proportion of GDP and, because of our discipline, we go below the borrowing projections of the previous government. 

And for this year and for the foreseeable future we are comfortably within the Maastricht criteria for levels of both debt and borrowing. 

Tough and prudent management is our watchword in what will continue to be a thoroughly disciplined approach to public finances. 

NATIONAL HEALTH SERVICE The Comprehensive Spending Review will determine overall priorities for the early decades of the new century. 

In the case of the National Health Service, the first stage of our cuts in bureaucracy are being implemented this year. By next spring the first conclusions from the strategic review of London hospitals will be implemented; we will act to improve the organisation of services including, to merge NHS trusts. By dismantling the inefficient internal market we will no longer have to spend money promoting competition and servicing innumerable short term contracts and the administration that goes with them, at the expense of patient care. 

And because we have reinvigorated the Private Finance Initiative, we will shortly announce a new hospital building programme across the country. We will also act to recoup in full the cost of treating road traffic accidents from insurance companies. This, like the action we are taking against prescription fraud, shows our determination to ensure NHS resources are focused on frontline care. 

In normal circumstances, the #5bn reserve for 1998-99 - set aside by the previous government - would be distributed during the annual autumn spending round - with the allocations announced at the time of the November Budget. 

There is no spending round this autumn and, as a result, there will now be no Budget until next spring. 

The majority of the reserve will be retained for contingencies that may arise in the coming year. But now that the long-term changes are under way, I want the NHS to be able to plan also for the year ahead. And I want them to do so in the sure knowledge of a prudent and realistic allocation for 1998-99 which will ensure that services are maintained and patient care is secure. 

The long-term plans mean that we are now sure the money will go where it is needed - direct to patient care. I have decided to allocate from the reserve to the NHS for 1998-99 a sum of #1.2bn. This does more than meet our commitment at the election for a real term increase in resources. Health spending will now rise by 5% - 2.25% in real terms - the same as our projection for the trend growth rate of the economy as a whole. 

The public rightly wants to see more money put into the NHS. But it wants the money actually to go to patient care. This money is being granted on the firm agreement that the administrative reforms in health will be fully implemented. And frontline patient care will benefit. 

EDUCATION Education is our country's priority. 

It holds the key to our future. 

But the government must be satisfied that resources in education are going direct to learning in the classroom. 

The Secretary of State for Education will bring forward proposals so that every school can meet standards for results and discipline. 

Our long-term review of spending on education, schools and local education authorities must meet targets for raising standards in schools in their areas. And they must demonstrate that money is being spent improving the quality of pupils' education. 

For next year, while we review the future arrangements for Local Authority finance, capping will remain in place. 

But I propose to allocate from the reserve for 1998-99 and specifically for use in schools an additional #1bn to education. The details will be announced in due course by my right honourable friends the Secretaries of State for Education and Employment, Scotland, Wales and Northern Ireland. 

Traditionally these announcements - of tax revenues and spending allocations - would complete a Budget. 

But I have one more announcement to make. 

The windfall tax I have announced will finance the measures I have announced for employment and training. But there is nothing more important to the training of young people than what happens in our schools. 

Indeed many of the problems our Welfare to Work programme must now address start in school. We cannot run a first rate economy on the basis of second rate education. In general economic success tomorrow will depend on investing in our schools today. But at the present rate of progress many of our children will be educated for the twenty first century in classrooms built in the nineteenth. 

Today one million pupils are being educated in classrooms built before the first world war. 

If our schools are to educate for the needs of the twenty first century economy they must themselves become schools fit to learn in and equipped for the twenty first century. 

And by encouraging schools to engage in Public/Private Partnerships, the public investment we make can lever in even more resources to renovate our schools. 

I want schools not just to repair the roofs and the fabric but to acquire the equipment and computers they need. 

So I have decided to allocate cash from the proceeds of the windfall tax for an immediate programme of capital investment to equip our schools with the infrastructure, the technology, and the bright modern classrooms they need. 

The paymaster general and my right honourable friend the secretary of state for education and employment will invite schools to submit plans, showing how they propose to upgrade, modernise and become schools fit for the twenty first century. The detail of the plans will be announced by my right honourable friend the secretary of state for education in due course. 

I therefore propose to make available #1.3bn over the course of the parliament, representing a capital investment that averages almost #150 for every pupil in the country. Taken together with the extra year to year expenditure I have just announced, this Budget allocates #2.3bn in new resources for our schools. 

With this increase in educational investment we are taking the first step towards delivering our manifesto commitment to increase the proportion of national income spent on education. 

In education, as in every other area, we are honouring our pledges to the British people. 

CONCLUSION: the people's priorities 

The measures I have announced today for stability, investment, employment and opportunity for all will make Britain better equipped and more ready to face the future with confidence. 

Previous Budgets pursued the short term interests of the few. This Budget advances the long-term interests of the many. 

A Budget equipping Britain for the future - meeting the people's priorities. 

A people's Budget for Britain's future. 

I commend it to the House and to the country. 
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Britain is a nation full of talent and potential. At their best the British people demonstrate an unrivalled inventiveness and creativity. But too often in the past that potential has been squandered, with repeated cycles of boom and bust. 

Inadequate investment in education and training, and in the application of new technologies, has left Britain trailing the best in the world. British people have had too few opportunities to find jobs, start new businesses or become self-employed. The British industrial base is too narrow. And the old battles - public sector versus private sector, employee versus employer, and state versus free market - have prevented the development of a sense of common economic purpose. 

Moreover, the economic environment is changing more quickly than ever before. Technology is radically reforming the way we work. 

The development of the global marketplace is bringing new challenges and new opportunities. Old certainties such as jobs for life or even skills for life can no longer be taken for granted. In this ever-more competitive world, the British economy and British people must be prepared to adapt continuously to change. 

The challenge for business and individuals is to work together to ensure that Britain is well equipped to meet these challenges and that everyone can play a full economic role. 

The new government's central economic objective is to achieve high and stable levels of growth and employment, goals which have proved elusive in the past. In meeting this objective, the government wants to encourage a fair society in which everyone can share in higher living standards and greater job opportunities, and to see economic development taking place in a way which respects the environment. 

Achieving these aims in the new global economy will require a major re-equipping of the British economy. 

The key to future economic success is investment - in infrastructure, in technology and in people. The measures in this Budget are the first step towards changing policy to reflect this approach. 

The performance of the British economy has for many years been poor by international standards. Over the past 25 years Britain has experienced the slowest growth rate of GDP per head among the major industrial countries. 

This poor economic performance is, to a large extent, a reflection of inadequate levels of investment in the British economy. The government wants to increase the quantity of long-term investment. 

A successful strategy requires solid foundations. Too often in the past the British economy has been subject to excessive swings in economic performance, so-called boom and bust. For over a decade no other major country in the European Union has suffered such large fluctuations in output or inflation as the UK. 

Without stability, and the confidence of future stability, businesses and individuals cannot plan effectively for the long term. This damages investment and savings. And without higher levels of productive investment, the economy's full potential will not be realised. 

The government is setting in place arrangements to ensure financial stability and sound public finances to underpin a stronger and more robust economy. 

Inflation undermines the capacity for sustainable growth and employment. It distorts economic decisions by consumers and producers, and longer-term decisions by investors and savers. High inflation arbitrarily and unfairly redistributes income and wealth. 

The people who suffer most are typically those on fixed and low incomes. In the end, high inflation costs jobs and limits our potential to grow. 

Over the last 18 years the UK's record on inflation has been poor. Even in recent years, inflation in the UK has exceeded that of most of our major competitors. 

The previous arrangements for monetary policy were not generating the confidence that is necessary. That is one of the reasons why Britain has had higher long-term interest rates than most of our major competitors. The new monetary policy framework, introduced on May 6, will remove the perception that monetary policy decisions are dominated by short-term political considerations. 

Difficulties have, in the past, been due to a lack of clarity about roles and accountability. The new arrangements tackle this issue. 

Under the new arrangements, the government's role is to set the economic objectives and, in particular, the inflation target. The Bank of England's role is to take the operational decisions to meet the inflation target. 

The new framework puts monetary policy on a credible, long-term footing to ensure that price stability is delivered in practice. 

Long-term interest rates fell after the Chancellor announced that the Bank was to be given operational responsibility for setting interest rates and have remained some 30 basis points lower since around that time, supporting the view that credibility has already been enhanced. 

Stable public finances are the second key requirement for long-term economic stability. The government's fiscal policy will be guided by two strict rules: 

* the golden rule: over the economic cycle the government will only borrow to invest and not to fund current expenditure; and 

* public debt as a proportion of national income will be held over the economic cycle at a stable and prudent level. 

These rules will ensure that borrowing will be kept under firm control. But the rules also make a proper distinction between public investment and current expenditure, which will no longer be treated as if they are equivalent economic categories. 

The measures announced in this Budget, excluding windfall tax and associated spending, tighten fiscal policy by around 1/2% of GDP by 1998-99. The PSBR (excluding privatisation proceeds, windfall tax and associated spending) is forecast to fall by 3% of GDP between 1996-97 and 1998-99. A significant part of this reduction reflects tight control of public spending: the ratio of GGE(X) to GDP is expected to fall by 2 1/4 percentage points over this period. 

In addition, the planned real increases in road fuel and tobacco duties raise the projected ratio of tax receipts to GDP by between 1/4 and 1/2 percentage point by 1998-99. 

Fiscal consolidation at a time of strengthening demand should help to encourage a more balanced recovery and help to offset some of the pressures on monetary policy. Successful deficit reduction should also help raise the level of national saving and increase resources for investment. 

The government's plans for spending over the next two years are set out in the next pages. 

The UK expects to meet the Maastricht reference values for the government deficit and debt. The general government financial deficit (GGFD) is forecast to be 2% of GDP in 1997, well below the 3% reference value; and the relevant debt ratio (GGGD) is also forecast to be well below the 60% Maastricht level. Continuing improvements in the fiscal position will ensure the sustainability of the public finances in future years. 

In keeping with actions already taken on monetary policy, the government aims to rebuild public trust in fiscal policy by ensuring that it is conducted in a responsible, open and transparent way. 

The government intends to strengthen the fiscal framework further over time. For the first time, in May, the National Audit Office (NAO) was invited to review a proposed more cautious approach in setting a number of key forecasting assumptions and conventions used in the Budget arithmetic. 

The NAO noted that the new assumptions were arrived at systematically on the basis of available data and by methods which interpret it in a reasonable way. The Budget forecast and medium-term projections are based on assumptions consistent with this more cautious approach. The NAO will have a continuing role in auditing the public finances in future budgets. 

The transparency of fiscal policy will be further underpinned by the planned introduction of resource accounting and budgeting. 

The government is drawing up a full National Asset Register which it plans to publish in November, and full information about the assets and liabilities of central government departments will become available from resource accounts for the year 1998-99 onwards. 

As a further element of the commitment to greater openness, the government plans to publish a consultative paper several months ahead of each Budget. This will spell out the state of the economy, the progress made towards the government's objectives and the forecast for the coming year. 

Investment and competitiveness 

Britain's ratio of investment to GDP is low by historical and international standards and the gap with other countries has been widening. Business investment has grown more slowly than expected in recent years. In 1996, manufacturing investment as a share of GDP slumped to its lowest level since records began. 

Deficiencies in fixed investment are only part of the story. Of equal concern is the low level of skills in the workforce. 

The government wishes to encourage entrepreneurial, outward-looking and internationally competitive businesses. Britain has some of the most successful businesses in the world but does not have enough of them. The government is determined to tackle the obstacles holding back long-term investment and competitiveness. 

In addition to the measures to ensure long-term stability described above, the Budget includes tax measures which will improve the climate for business investment by cutting corporation tax rates and removing a bias in the tax system which distorts the financing of investment. 

The government will also take steps to promote investment in infrastructure, skills and technology; to encourage small and growing firms; to promote competition; and to ensure fair and effective regulation. It is taking a series of initiatives to share its approach with the rest of the world. 

A flourishing small firms' sector is a vital component of any successful economy. The corporation tax and capital allowance measures in the Budget will improve the environment for them. In addition the government is planning action to tackle late payment, improve the quality and effectiveness of business support, and ensure co-operation with the banks to improve lending to high-tech start-up companies. 

Investment will also be strengthened by productive public/private partnerships. 

The government recognises the key contribution that investment in innovation and technology can make to growth and competitiveness. It has started an audit of its role in driving forward the Foresight programme, which aims to improve collaboration between business and the science base and to identify areas of investment for the future. 

The government is committed to promoting investment in training. Future initiatives - including Individual Learning Accounts, Target 2000 and the University for Industry - will encourage companies and individuals to invest in training, while the Welfare to Work agenda will provide opportunities, where appropriate, for the young unemployed to improve their basic skills and study towards intermediate level qualifications. 

Competition is a spur to investment and innovation. And it provides value and choice for consumers. The government intends to reform Britain's competition laws at an early stage to provide a strong deterrent against restrictive agreements and abuses of market power. 

Business success depends on Britain having a positive and open approach to our relations with the European Union which accounts for over 50% of this country's trade. The government is taking steps to ensure that British companies have full access to the European market. 

Under the British presidency of the European Union from January to June 1998, a high priority will be given to the competitiveness agenda and, in particular, to completing the single European market. 

Regulation is necessary not just to ensure fair competition, but also to ensure a fair deal for consumers. The government wants regulation which is fair to both consumers and shareholders without discouraging managers from innovating and improving efficiency. 

Modernising the welfare state 

In the modern world an effective welfare state is more important than ever in helping people adapt to changing economic circumstances. Now that a job for life, or even a skill for life, can no longer be taken for granted, arrangements to help people back into employment as quickly as possible are essential for maintaining a strong economy as well as creating a fairer society. 

The government wants a modern welfare state which can help people gain the skills and opportunities they need to play a full role in the modern economy. 

The tax and benefits systems have important roles to play in ensuring that, while people have enough money to live a decent life during periods of change, they also have the right financial incentives to take up work. In carrying out the necessary reforms, the government will help those who are prepared to help themselves, and so encourage a culture in which rights go hand-in-hand with responsibilities. 

A large element of unemployment in the UK is structural. By getting the long-term unemployed back to work, we can not only get unemployment down, but have sustainable growth with low inflation. If the root causes of structural unemployment can be tackled by re-integrating the long-term unemployed into the labour market, the huge costs of economic and social failure can then be addressed and the social welfare payments saved can be targeted on other priority areas. 

One million lone parents are now bringing up two million children dependent on benefit, at a cost of #10bn a year (which is more than is spent on the unemployed), and growing. They often face difficulties in entering the workforce, including making satisfactory arrangements for childcare. Lone parents in Britain are among the least likely to work anywhere in Europe. However, most of them do want to work and the government wants to help them achieve their aspirations for themselves and their children. Once in work, lone parents are on average #50 a week better off. 

The government intends to make an immediate start on rectifying these problems. It is launching a new deal for the young and the long-term unemployed and a new deal for lone parents. The government is also considering how this help can be extended to those excluded from the labour market, including people on Incapacity Benefit. The specific programmes, to be financed from the windfall tax, are described in more detail in the following pages. 

But providing people with the skills and abilities to enter the workforce is not enough. 

The tax and benefits systems need to make sure it is in people's interests to work. At present they often find themselves trapped on benefit, without the incentive to take a job. Once they find jobs, about half of those leaving unemployment are currently back on benefit within a year. 

The root of the unemployment problem lies in under-achievement at school. A vital part of the strategy for dealing with that is to tackle the run-down nature of Britain's schools, so that children are educated in schools fit for the 21st century. The government will provide #1.3bn over the course of this Parliament for a new deal for schools, to finance infrastructure improvements to schools that are committed to improved performance. 

Once people are in work, they need to have the opportunity to obtain the skills to adapt and respond to new opportunities. Over the age of 16, young people will have available two equally valued routes to follow - one based on school and college, the other through a work-based apprenticeship and training. 

Both will provide young people with the skills employers value. The new University for Industry will bring lifelong learning to the home, to the workplace and to the local community. And the new Individual Learning Accounts will facilitate an improved partnership between individuals and employers to improve skills. 

Public services 

The government spends around 40% of national income on the public services. General Government Expenditure is forecast to be about #320bn in 1997-98, more than #5,000 for every man, woman and child in the country. 

The myth that the solution to every problem is increased spending has been comprehensively dispelled in recent years. How effectively money is spent counts for much more than how much money is spent. The government will ensure not only that the total level of spending is affordable and prudent, but also that spending is targeted at priority areas and that it is being spent effectively and efficiently. 

To implement this approach, the government is committed to maintaining the Control Totals for 1997-98 and 1998-99 which it inherited from the previous government. It is sticking to these tough plans. There will be no public expenditure survey in 1997. Instead of debating how much money should be spent, the government is engaged in a Comprehensive Spending Review to decide how best to use the available resources to meet its objectives in the medium term. 

Within the unchanged Control Total for 1998-99, the government is allocating part of the #5bn reserve to its priorities of health and schools. An extra #1.2bn for the National Health Service, and #1bn for schools, will help deliver high quality public services. Allocating part of the reserve earlier than usual enables the NHS and local education authorities to plan ahead and focus on the long term. 

The Comprehensive Spending Review will enable the government to put its public spending principles into practice and to ensure that, department by department, it implements its commitment to investment, employment, opportunity and fairness. 

The review is already under way, led by the Chief Secretary to the Treasury. It will report to the ministerial committee on public expenditure and then to Cabinet. Departments are producing terms of reference for their reviews, which will be published shortly. It is a unique opportunity to look to the long-term and set a clear new direction to make better use of the #320bn which the government spends. 

Fair taxes 

The primary aim of tax policy is to raise sufficient revenue for government to pay for the services which its policies require, and to service its debt, while keeping the overall burden of tax as low as possible. 

But taxation is not wholly neutral in the way it raises revenue. With the current burden of taxation amounting to about 36% of gross domestic product, how and what is taxed sends clear signals about the economic activities which governments believe should be encouraged and discouraged, and the values they wish to entrench in society. 

It is essential that tax policy is based on clear principles. These are to encourage work, savings and investment, and fairness. 

A tax system should also be well designed, to meet the objectives of the government of the day, without generating undesirable side effects; it must keep taxpayers' compliance costs to a minimum; it should avoid the less well off bearing an unfair burden; and attention must be paid to implications for the UK's competitiveness. 

Over time, and while respecting the need to maintain a stable environment in which individuals and companies can plan for their futures, this government will develop a tax system that reflects and is underpinned by the following key principles: 

* Encouraging employment opportunities and work incentives for all by: encouraging work and rewarding effort. A comprehensive examination of the interaction of the tax and benefit systems will seek to correct the present situation in which large numbers of people have been discouraged from working because the benefit and tax systems did not work in their favour. The tax and benefit systems must be streamlined and modernised, so as to promote work incentives, reduce poverty and welfare dependency, and strengthen community and family life; seeking ways, by means of the tax/benefits review, to reduce the high marginal rates at the bottom end of the earnings scale, not only in the pursuit of fairness, but to encourage employment and work incentives; a commitment not to raise the basic or top rates of income tax. 

* Promoting savings and long-term investment by: encouraging individuals to save, both to underpin long-term investment and to secure their own financial welfare for the future; and making use of the tax system to ensure that growth is achieved in an environmentally sustainable way. 

* Fairness: so that the tax system evolves in a way which will: benefit the many, and not the few; ensuring that everyone bears their fair share of taxation and pays the correct amount; maintain a broad tax base, so that sufficient revenue can be raised from a variety of sources, and no sector or individual bears an unfair burden, or enjoys an unfair advantage; and not extend VAT to food, children's clothes, books and newspapers and public transport fares. 

* And which is seen to be fair by: vigorous pursuit of tax avoidance and evasion, so that businesses and individuals pay what they should, and when they should; with better information provided to the public about how their taxes add up and where the money is spent; and by reducing the cost of the tax system wherever possible, whether in its administrative costs, the compliance burden on the taxpayer, or wider costs to the economy; with simplification of the existing tax law, to make it easier to use, so taxpayers understand more clearly their rights and obligations. 

The government places a very high priority on protecting the environment for future generations. Its central economic objective of achieving high and stable levels of growth and employment must be achieved in a way that is environmentally sustainable. It will use economic instruments to achieve environmental objectives where this is an effective way of doing so. 

Delivering sustainable growth is a task that falls across government. Within this, there is a clear role for the tax system. 

To that end, the government will explore the scope for using the tax system to deliver environmental objectives - as one instrument, in combination with others like regulation and voluntary action. Over time the government will aim to reform the tax system to increase incentives to reduce environmental damage. 

That will shift the burden of tax from "goods" to "bads"; encourage innovation in meeting higher environmental standards; and deliver a more dynamic economy and a cleaner environment, to the benefit of everyone. 

But environmental taxation must meet the general tests of good taxation. It must be well designed, to meet its objectives without undesirable side-effects; it must keep deadweight compliance costs to a minimum; the distributional impact must be acceptable; and the implications for international sectoral competitiveness must be taken into account. 

Where environmental taxes meet these tests, the government will use them. 

Taken together, these elements form a coherent and sustainable economic strategy which will create a stronger and fairer Britain. 
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The Budget that I lay before the House today represents more than an allocation of resources and an accounting of revenues. 

Because behind the numbers and statistics the central purpose of this Budget is to ensure that Britain is equipped to rise to the challenge of the new and fast changing global economy. 

Not just a few of us. But everyone. 

The impact of the global market in goods and services, and of rapidly advancing technology, is now being felt in every home and every community in our country. 

New products, new services, new opportunities challenge us to change; old skills, old jobs, old industries have gone and will never return. 

Yet for our country - the first industrial nation - this new global economy driven by skills, creativity, and adaptability offers a historic opportunity.<The dynamic economies of the future will be those that unlock the talent of all their people, and our creativity, our adaptability, our belief in hard work and self-improvement, the very qualities that made Britain lead the world in the eighteenth and nineteenth centuries, are precisely the qualities we need to make Britain a strong economic power in the twenty-first century. 

But to achieve this we must address the four weaknesses that have held us back for too long and for too many years - instability, under-investment, unemployment, and the waste of talent. In this Budget I will address each of these weaknesses in turn to ensure stability, investment, work, and opportunity for all. 

STABILITY I turn first to stability because without stability all plans for investment, employment and education founder. 

In a global economy, long-term investment will come to those countries that demonstrate stability in their monetary and fiscal policies, and in their trading relationships, and for Britain this means stability in our relations with Europe. 

In May the government established a wholly new framework for monetary stability; open and accountable, based on clearly established rules and discipline. The government sets the inflation target, and the Bank of England sets interest rates to meet that target. 

This reform signified our determination to break from the short-termism of the past and establish long-term confidence. 

In this Budget I will match these measures for long-term monetary stability with measures designed to promote long-term fiscal stability. 

The chancellor is first and foremost the guardian of the people's money. But during the 1990s the national debt has doubled. 

This year alone the taxpayer will pay out #25bn in interest payments on debt, more than we spend on schools. 

Public finances must be sustainable over the long term. If they are not then it is the poor, the elderly, and those on fixed incomes who depend on public services that will suffer most. 

So, as with our approach to monetary policy, so in fiscal policy: we will now establish clear rules, a new discipline, openness, and accountability. 

My first rule - the golden rule - ensures that over the economic cycle the government will borrow only to invest and that current spending will be met from taxation. 

My second rule is that, as a proportion of national income, public debt will be held at a prudent and stable level over the economic cycle. 

And to implement these rules, I am announcing today a five-year deficit reduction plan. 

Together, these rules and this plan will ensure a historic break from the short-termism and expediency that have characterised the recent fiscal policies of our country. 

As with our monetary policy, our fiscal policy will be all the more credible for being open and accountable. 

Immediately upon coming to office the government invited an independent scrutiny by the National Audit Office of key assumptions in the public finance forecasts. 

This independent scrutiny will continue into future Budgets with further work by the National Audit Office and, with publication, some months in advance of every Budget, of an assessment for open debate of what is happening to the economy and to the people's money. 

My Budget today sets out a forecast for public borrowing this year and next. 

And for the following three years, projections for the public finances based on different scenarios for the growth of public spending. 

And I can report that in each and every case, our deficit reduction plan ensures that we are on course to meet the two fiscal rules that guide our approach to the public finances. 

Any Budget seeking to achieve high and stable levels of growth and employment must be guided by the true state of the public finances, but also by a clear assessment of the state of the economy. 

And to that I will now turn. 

We have seen a rapid growth of consumer spending, of nearly 4% over the last year. With the prospect of further windfalls from the building societies, consumer spending is likely to remain strong. 

There has been a sharp rise of 7 to 11% in house prices, with even higher rises in the South-East. 

The growth of average earnings has accelerated to 4.5% a year. 

The rate of broad money growth has been around 10% for a year. 

These increases in consumer spending, earnings, and money supply are continuing even as industrial production and manufacturing output have been recovering only slowly. 

It is essential that consumer spending is underpinned by investment and industrial growth. 

Britain cannot afford a recurrence of the all too familiar pattern of previous recoveries: accelerating consumer spending and borrowing side by side with skills shortages, capacity constraints, increased imports and rising inflation. 

Already there are warning signs that this pattern could be repeated. 

In similar circumstances some of my predecessors have ignored these signs while others have deluded themselves into believing that growth, however unbalanced, was evidence of their success. 

I will not ignore the warning signs and I will not repeat past mistakes. 

The Treasury's assessment is that the output gap is close to zero, and there is a risk that output could already be above trend. 

In other words, our sustainable rate of growth is too low for growth to continue at its current pace without the risk of more inflation. 

That is why in May I judged interest rate increases were necessary, and events since then have confirmed that this was the correct judgment. 

But against these pressures we must take into account both the subdued level of producer price inflation and the current strength of sterling, which, over the last year, has appreciated by 18%. I understand and share the concerns of industry and exporters and will address them. 

As the figures demonstrate there is now an imbalance between strong growth in the consumer and service sector and weak growth in the manufacturing and exporting sector. 

Nonetheless what worries manufacturers even more is that inflation could get out of control and herald a return to the instability of stop-go. 

My goal is therefore to ease inflationary pressures without damage to industrial and exporting prospects and to do so in a way that is consistent with our long-term objective of high and stable growth and employment. 

In this way we can moderate the upward pressure on interest rates and on the exchange rate. As well as further our objective of sustainable public finances. 

I have therefore decided to tighten fiscal policy, as a result of Budget measures including the windfall tax, by #5.5bn this year and #4.75bn next year. 

And, with the resulting reductions in the deficit, I am able to present an economic forecast putting us back on course for a more balanced and more lasting recovery. 

And for long-term stability in the public finances. 

The forecast is that GDP will grow by 3.25% this year and 2.5% next year before returning to its trend rate. 

Consumer spending, which is expected to increase by 4.5% this year, is forecast to grow more slowly at 4% next year. 

Business investment, which has failed to meet expectations over the past two years is forecast to rise strongly this year and next, so increasing investment as a share of GDP. 

Finally inflation is expected to remain at 2.5% this year, the government's target, rising slightly to 2.75% next year as a result of the failure by the last government to take early action to control inflation, before returning to 2.5% in 1999. 

To achieve long-term stability is to achieve something no government has done for decades. 

But stability is a necessary, not a sufficient, condition for the government's objectives of high and stable levels of growth and employment. 

A prudent estimate of the current trend rate of growth is only 2.25%. 

Higher growth will have to be achieved rather than assumed. 

But I believe that as a country we can achieve higher long-term rates of growth if - from this Budget onwards - we expand investment and capacity, promote employment, and increase our country's skills. 

If we are to do so, more of our companies will have to rise to the level of our best. 

And it is to far reaching measures that will raise the quantity and quality of investment that I now turn. 

INVESTMENT Since 1980 the UK has invested a lower share of GDP than most other industrialised countries, and GDP per worker has been lower, too. For every #100 invested per worker in the UK, Germany has invested over #140, the US and France around #150, and Japan over #160 per worker. 

The objective behind our two-year-long corporate tax review - begun in opposition - has been to develop a tax system that encourages personal savings, favours higher levels of investment, rewards long-term investment, and is fair to all. Our consultations on capital gains tax will be completed in time for the next Budget. 

Half the adult population of our country hardly save at all. 

So in order to encourage personal savings the government will, as promised, introduce from 1999, individual savings accounts, extending the principle of Tessas and Peps, continuing to offer favourable tax reliefs for saving. 

Through the new individual savings account we intend to encourage the habit of saving among people who have never saved before. I can confirm also that this Budget will not proceed with the last government's proposal to phase out tax relief on employee pension contributions. 

But this point in the recovery is also the right time to make changes in corporation tax to encourage more long-term investment. 

My changes in monetary policy were designed to help companies make long-term investment decisions with confidence. 

My changes in corporation tax are directed to the same long-term objective. 

Main corporation tax rate I want the United Kingdom to be the obvious first choice for new investment. So I have decided to cut the main rate of corporation tax by 2% from 33% to 31%, the lowest ever rate in the UK. This means that we will have the lowest corporation tax rate of any of our major competitors - Germany, France, America or Japan - and we will have it under this government. 

This is a long-term commitment that will increase both inward investment and domestic investment to the benefit of the whole country. 

Too often British companies have invested too little, and too late in the economic cycle. 

Because I want companies to get the benefit now, the 2% corporation tax cut will start from April 1997. 

Tax credits This tax cut is the first component of this Budget's investment strategy. 

The second is a structural reform that will also encourage investment. 

The present system of tax credits encourages companies to pay out dividends rather than reinvest their profits. 

This cannot be the best way of encouraging investment for the long term as was acknowledged by the last government. 

Many pension funds are in substantial surplus and at present many companies are enjoying pension holidays, so this is the right time to undertake a long-needed reform. So, with immediate effect, I propose to abolish tax credits paid to pension funds and companies. 

For PEP holders, for individuals who do not pay tax and for charities, tax credits will continue to be paid until April 1999. By this time the introduction of individual savings accounts will ensure that individuals have the opportunity to continue to be able to save with tax advantages. So they will continue to have favourable tax incentives to invest in equities. Basic and lower rate taxpayers do not pay any extra tax on dividends they receive: that will remain the position. And we will ensure that higher rate taxpayers will pay no more than they do now. 

Advance corporation tax will continue to be paid by companies on their dividends at the same rate as now. To stop the yield from ACT being eroded by greater use of foreign income dividends, we are ending the foreign income dividends scheme from April 6 1999. 

International holding companies will continue to pay dividends out of foreign income without paying advance corporation tax. 

I will make special provision for charities through public expenditure. Tax credits will be paid to them until April 1999 and after April 1999 the government will fund a five-year transitional period. So charities will have seven years in total in which to adjust to the change. 

Charities have been pressing for a review of their tax treatment for some time. The government will now consult widely on how the tax treatment of charities can be made more appropriate to help charities today. Charities too will of course gain, like others, from the longer-term benefit to their shareholdings that higher company investment and profits will bring. 

Cut in small companies tax rate In future new jobs are more likely to come from a large number of small businesses than from a small number of large businesses. 

The route to success is not for the government to try to pick winners but to create an environment in which more firms have more chances, by their own efforts, to succeed. 

That is why I have decided to do more to assist investment in small businesses. I have therefore decided to cut the small companies tax rate by 2% from 23% to 21%, and to do so from April 1997. 

Doubling capital allowances In the past investment incentives have been introduced in recessions when companies are least able to consider new investment. 

But at this point in the economic cycle an investment incentive should encourage companies considering future investments to bring those investments forward. 

I have therefore decided, with immediate effect, to double for one year the level of first year capital allowances on plant and machinery for small and medium-sized firms. This will apply to both companies and unincorporated businesses. 

This means that if a firm invests within the next twelve months it can set off against tax not a quarter of its investment as hitherto but a half. 

Over 3.5m businesses will be eligible for this relief. It will be worth #230m to small and medium-sized businesses next year and #170m the year after. 

It will be largely paid for by reinstating the one-year carry back time for corporate losses, which was temporarily extended to three years during the recession. 

Taken together, the cut in corporation tax and the new investment incentive represent a significant boost for small business investment. Britain moves forward with one of the most favourable tax regimes for small businesses of any country. 

Film industry Britain is increasingly leading the world in those industries which most obviously depend on the skills and talents of their workers - communications, design, architecture, fashion, music and film. 

Our national endowment fund for science technology and the arts will offer talented young artists and scientists the finance to turn British ideas into successful business ventures. 

But despite the British film industry's outstanding record of creative and critical success, too many British films that could be made in Britain are being made abroad, or not at all. 

The talents of British film makers can and should, wherever possible, be employed to the benefit of the British economy. 

So, after today, production and acquisition costs on British films with budgets of #15m or less will qualify for 100% write-off for tax purposes when the film is completed: a three-year measure at a cost of #30m that will not only boost the number of British films but the British economy by boosting our exports. 

WELFARE AND WORK In the new economy, however, where capital, inventions, even raw materials are mobile, Britain has only one truly national resource: the talent and potential of its people. 

Yet in Britain today one in five of working age households has no one earning a wage. 

In place of welfare there should be work. 

So today this Budget is taking the first steps to create the new welfare state for the twenty first century. 

The welfare state was and remains a great British achievement. It was set up to provide security for all, and opportunity for all, goals as relevant today as in 1945. 

But for millions out of work or suffering poverty in work, the welfare state today denies rather than provides opportunity. 

It is time for the welfare state to put opportunity again in peoples' hands. 

First, everyone in need of work should have the opportunity to work. 

Second, we must ensure work pays. 

Third, everyone who seeks to advance through employment and education must be given the means to advance. 

So we will create a new ladder of opportunity that will allow the many, by their own efforts, to benefit from opportunities once open only to a few. 

Starting from next year, every young person aged between 18 and 25 who is unemployed for more than six months will be offered a first step on the employment ladder. 

Tomorrow the secretary for education and employment will detail the four options, all involve training leading to qualifications: 

* A job with an employer; 

* Work with a voluntary organisation; 

* Work on the environmental task force; 

* And, for those without basic qualifications, full-time education or training. 

With these new opportunities for young people come new responsibilities. There will be no fifth option - to stay at home on full benefit. So when they sign on for benefit they will be signing up for work. Benefits will be cut if young people refuse to take up the opportunities. 

This new deal for the young - is comprehensive, rich in opportunity, linked to the development of skills and has already attracted the support of some of Britain's leading companies. 

I urge every business to play its part in this national crusade to equip this country for the future by taking on young unemployed men and women. 

I appeal to every voluntary organisation to make a further contribution to their community by taking on a young person. 

And I will make it possible for every member of this House to act as an ambassador for this venture, encouraging young people in their constituencies, consulting, talking to local businesses and bringing them together to play their part in this new deal for young people. 

There are 350,000 adult men and women who have been out of work for two years or longer. The second component of our Welfare to Work programme will offer employers a #75-a-week subsidy to employ long-term unemployed men and women. Yet many of them who lack skills are debarred by the 16-hour rule from obtaining them. For this group - the unskilled - the 16-hour rule will be relaxed. So that when the long-term unemployed sign on for benefit they will now sign up for work or training. 

This programme of #3.5bn - which includes an unallocated reserve of #500m - will be the main item funded from the windfall tax on the excess profits of the privatised utilities, the details of which I will give the House shortly.<Lone parents But in this Budget I will address also the needs of the two other important groups: lone parents and those in receipt of incapacity and disability benefits who, as a matter of principle, should also have the right to work. 

There are now 1m lone parents bringing up 2m children on benefit. 

Any welfare to work programme that seriously tackles poverty in our country must put new employment opportunities in the hands of lone parents. So today I am allocating a total of #200m from the windfall fund for the most innovative programme any government has introduced for advice, training and day and after-school childcare to support lone parents. 

Currently lone parents receive little encouragement to seek work before their youngest child is 16. Under the programme I am announcing today, when the youngest child is in the second term of full-time schooling, lone parents will be invited for job search interviews and offered help in finding work that suits their circumstances. 

On Friday my right honourable friend, the social security minister, will explain to the House the full details of how this radical new programme will be introduced. 

National childcare strategy A generation of parents have waited for their government to introduce a national childcare strategy. 

From this Budget forwards, childcare will no longer be seen as an afterthought or a fringe element of social policies but from now on - as it should be - an integral part of our economic policy. 

So, first, we will increase the supply of child care in our country and make it more accessible: as part of the new deal for the under-25s, we will encourage voluntary organisations to take on and train young people and help them into careers as child care assistants. 

We believe that over a five-year period as many as 50,000 young people can be trained as childcare assistants. 

Second, we will make childcare more affordable: from next summer every lone parent with more than one child who qualifies for family credit, housing benefit or council tax benefit will have the first #100 of weekly childcare costs disregarded in calculating their in-work benefits. 

And from now on every lone parent with children of 12-years-old or younger will be able to receive help: lottery money will be made available for after school clubs. And, as we replace the wasteful and chaotic system of nursery vouchers, we will be able to offer reliable access to nursery places for every four-year-old in Britain. 

With these measures, that bring both child care and employment within the reach of many more parents, we have taken the first step to a national childcare strategy for the United Kingdom. 

Incapacity benefit recipients No one in our society, in 1997, should be excluded from the right to work either because of disability or incapacity, if they want to do some work. 

So as a final element of our Welfare to Work strategy we will also bring forward proposals to help those who are disabled or on incapacity benefit who want training or work. To fund this programme and other measures I have set aside #200m from the windfall fund. 

Taken together, these comprehensive and ambitious initiatives mean that, from now on, no section of society should suffer permanent exclusion. 

For too long the United Kingdom has been united only in name. 

From today ours is a country where everyone has a contribution to make. 

Tax and benefit reform The second principle of the new welfare state is to ensure that work always pays. 

In May I established under the chairmanship of Martin Taylor a review to consider how we can streamline and modernise the tax and benefit system to help employment opportunity and work incentives and assist in strengthening family life. 

We will introduce a 10p rate of income tax as soon as it is prudent to do so.<A 10p tax rate - combined with a cut in benefit tapers - will reduce in-work poverty. So too will the minimum wage which the government will introduce after advice from the new low-pay commission. 

Set at a sensible level, the minimum wage will not only establish a floor under wages but ensure in-work benefits act as a genuine top-up for low-paid workers rather than as a subsidy for low-paying employers. 

So I have also asked Martin Taylor to consider at an early stage the advantages of introducing a new in-work tax credit for low-paid workers. It would draw upon the successful experience of the American earned income tax credit, which helps reduce in-work poverty and now helps 19m lower-paid workers. 

Conclusions that emerge from this tax benefit review will inform the judgments in my next Budget, which I have decided will be in spring 1998. 

Individual learning accounts and University for Industry 

The third component of the new welfare state is the establishment of a skills ladder - so that every employee is encouraged to learn skills throughout their working lives. 

It is our intention to introduce individual learning accounts. And, to increase the staying on rates at schools and colleges, we will complete our review of educational finance and maintenance for 16-to-18-year-olds to ensure resources are used to support those most in need. 

Just as the Open University has, since the 1960s, offered thousands second chances in higher education through television, in their homes, our new University for Industry can, from the 1990s, through satellite cable and interactive technologies bring life-long learning direct to homes as well as workplaces. 

I have allocated from the Welfare to Work budget #5m to start up the Public-Private Partnership that will fund the University for Industry. 

By these measures which will create work, make sure that work always pays, and provide recurring opportunities for life-long learning, the new welfare state will help equip Britain for the new world. 

TAXATION AND FAIRNESS A country equipped for the future should also have a modern tax system based on principle. 

The tax system sends critical signals about the economic activities a society wishes to promote and deter. Today I start to put these principles into practice by demonstrating our commitment to the environment. 

As the statement of environmental principles set out by the financial secretary today shows, we are determined that our tax system and economic policies as a whole encourage the good and discourage the harmful. 

The extraction of aggregates - including stone, sand and gravel - involve significant environmental costs and damage to the landscape, which may go beyond that recognised in the scope and level of the landfill tax. 

Too little is also being done to discourage water pollution. The environmental case for charges on polluters needs to be examined carefully. 

After a period of consultation, I will return with any proposals in these two areas in my next Budget. 

Existing taxes, including our excise duties, must also advance the government's environmental objectives. 

So to reduce pollution, lorries and buses that meet low emission standards will, from next year, attract a reduction of vehicle excise duty by a maximum of #500. 

Rises in vehicle excise duty, broadly in line with inflation, will take place from November 17. 

And in line with the environmental objectives I have set down, road fuel duties will increase by an extra 1% every year over and above the annual 5% real rate of increase established by the previous government. Petrol will go up by the equivalent of 4 pence a litre from 6.00pm this evening. 

I have also decided to raise the annual rate of increase in tobacco duties. From December 1 this year these will be increased by an extra 2% a year - this year by another 5p - above the annual 3% real rate of increase established by the previous government. 

In the normal course of events the price of a packet of 20 cigarettes would have risen by just over 14p. Under my proposals the price of a packet will rise on November 1 by 19p. 

Alcohol and tobacco duties demand careful consideration this year, not least because of the impact of fraud, smuggling and cross border shopping. I have therefore decided to review all alcohol and tobacco duties and while this review is under way, inflation-only rises for alcohol will take effect from January. 

Tax avoidance The tax burden avoided by the few falls on the many. 

In eight weeks of this government we have already identified a series of significant tax abuses. 

I am introducing measures with immediate effect to end tax abuses through avoidance of corporation tax, VAT and PAYE. Changes to insurance premium tax to block an abuse relating to long-term health insurance will take effect from October 1. I am also proposing to modernise the rules governing transfer pricing and controlled foreign companies. The details of these changes will be available at the end of my speech. 

In total these initial measures will bring in a cumulative total of #1.7bn over four years. 

A government committed to the proper funding of public services will not tolerate the avoidance of taxation and will be relentless in its war against tax avoidance. 

I have also instructed the Inland Revenue to carry out a wide-ranging review of areas of tax avoidance, with a view to further legislation in future finance bills. I have specifically asked them to consider a general anti-avoidance rule. 

The principle of fairness in taxation will guide all my Budget decisions. 

So I can today announce that at this, the first opportunity, the government will honour its pledge to cut VAT on fuel and power. 

To help pay for this, we will withdraw tax relief for private medical insurance for the over-60s which costs #140m a year and which has failed to achieve its original purpose of substantially increasing the take-up of private medical insurance. 

I would like to abolish VAT on fuel. But European rules prevent me from doing so. Therefore, VAT will be cut to the lowest level compatible with European law, that is 5% from September 1, well in advance of winter fuel bills. 

In this Budget I have no changes to make to income tax either at the basic or top rate. I will not extend VAT to food, children's clothes and newspapers and public transport fares. Nor will I during this parliament. This is a government that keeps its promises on tax. 

But to cut fuel bills, I intend to make a further tax cut. The gas levy - imposed by the last government - has pushed prices for domestic consumers higher than they would otherwise be. 

So from next April year we are reducing the gas levy to zero. Eighteen and a half million domestic customers will benefit from this change. Their gas bills should fall by about 2%, on average. 

As a result of these two changes, and other price cuts already announced, I expect gas prices to fall in real terms by 5 1/2% this year and 11% next year, which will mean a fall of #90 in next year's fuel bills compared with last year's. 

Many of the least well insulated houses in Britain are occupied by older people. 

No pensioner should be in a position where for reasons of finance they cannot adequately insulate their homes. 

Today with our new programme of training and jobs for young people we are able to expand the national programme of home insulation. 

Contractors within the home energy efficiency scheme, and voluntary organisations will be encouraged to take on young people to insulate the homes of pensioners. 

This will give jobs and new skills to our young people, help and protection to the elderly, and it will improve our environment. 

CAPITAL RECEIPTS AND HOUSING 

Poorly insulated housing is but one of the most conscious failures of housing policies of the last twenty years. 

Even more serious is inadequate provision of low cost rented accommodation throughout our country. This has led to overcrowding, the costly and wasteful use of bed and breakfast accommodation and in some cases homelessness. 

This government has a commitment to decent housing at affordable rents because we believe that overcrowding and homelessness on a scale we have seen are intolerable in a civilised society. 

Building and repairing homes will answer a pressing social need and offer opportunities for skilled and productive employment. 

I can therefore announce the first step in a practical and measured programme to phase the release of capital receipts. Local authorities will have borrowing consents for an additional #900m - #200m this year, and #700m next year - for building new houses and repairing their existing stock. 

The detailed proposals for England together with measures specific to Scotland, Wales and Northern Ireland will be announced by the relevant secretaries of state in due course. 

HOUSING MARKET MEASURE For most people the acquisition of a house is the biggest single investment they will make. Homeowners rightly expect their investment to be protected by sensible policies pursued by government. 

I am determined that as a country we never return to the instability, speculation, and negative equity that characterised the housing market in the 1980s and 1990s. 

Volatility is damaging both to the housing market and to the economy as a whole. So stability will be central to our policy to help homeowners. And we must be prepared to take the action necessary to secure it. I will not allow house prices to get out of control and put at risk the sustainability of the recovery. 

I have therefore decided it is right to take two measures aimed at stability in the housing market. 

First I will raise stamp duty from 1% to 1.5% on property sales above #250,000 and to 2% for property sales above #500,000. This will take immediate effect after the Budget resolution has been voted by the House. 

Second, continuing the reforms begun by the previous government which removed mortgage tax relief at the higher rate of 40% in 1991, and cut it to 15% by 1995, I propose to reduce mortgage tax relief by a further 5% from 15% to 10% from April 1998. 

The timing of my measure should help to avoid a return to the conditions of the 1980s where the failure to take early action guaranteed worse problems later on. I believe these measures will help to ensure a more balanced recovery. 

WINDFALL TAX Our reform of the welfare state - and the programme to move the unemployed from welfare to work - is funded by a new and one-off windfall tax on the excess profits of the privatised utilities. 

The tax will apply to companies privatised by flotation, and subject to economic regulation under specified acts of Parliament. 

In determining the details of the tax, I believe I have struck a fair balance between recognising the position of the utilities today and their under-valuation and under-regulation at the time of privatisation. 

The windfall tax will be related to the excessively high profits made under the initial regime. 

A company's tax bill will be based on the difference between the value that was placed on it at privatisation, and a more realistic market valuation based on its after-tax profits for up to the first four full accounting years following privatisation. 

In preparing the windfall tax we looked more broadly at the position of the affected companies. As a result of my earlier announcement - justified on its own merits - to reduce the gas levy to zero, I am satisfied that no company faces an unduly heavy tax burden. 

The windfall tax will raise some #2.1bn from the electricity sector, around #1.65bn from the water sector, and some #1.45bn from the remaining companies. After taking the reduction in the gas levy into account, which will cost the government #400m over the next three years, the net effect of the gas levy and the windfall tax together will raise #4.8bn. 

After consulting the regulators, it is my judgment that the tax can be paid without any impact on prices, investment, or the quality of service to customers; or, in my view, on employment. 

In recent weeks many companies have asked to pay the tax in instalments. I have now agreed that this shall be the case. It will be a one-off tax payable in two instalments. The first instalment will be paid on December 1 1997, the second a year later. 

Full details of how the tax will apply - and the companies who will pay it - will be set out in an Inland Revenue press release available at the conclusion of this statement. 

DEFICIT REDUCTION PLAN Based on the fiscal tightening I have announced today, I can now give full details of our five-year deficit reduction plan. 

The deficit reduction plan is aimed at reducing the structural budget deficit. It is made possible by a long term commitment to financial discipline. It takes into account the uncertainties and risks involved in and forecasting the economic cycle. It is underpinned by a comprehensive review of the way government spends its money; and it matches rigour today with a long term commitment to prudent and sustainable public finances. 

In January this year I announced we would adhere for two years to the agreed control totals for public spending. That commitment is reaffirmed today and integral to the Budget statement. 

I announced there would be no spending round this year. Nor will there be. 

Departments are working within already announced departmental spending totals to reorder spending from low priority to high priority areas. I am pleased to report that they are not only identifying waste and inefficiencies in existing spending but redistributing savings to the long-term priorities of this government, not the last. 

The figures I now give for my deficit reduction plan exclude windfall tax revenues. 

Borrowing was projected in the last Budget to be #19.25bn this year but is now set to be #13.25bn. And borrowing that was projected to be #12.25bn next year is now set to be #5.5bn. 

Beyond these years, I am publishing a range of projections based on different assumptions for spending. In every case we meet the golden rule, see debt falling as a proportion of GDP and, because of our discipline, we go below the borrowing projections of the previous government. 

And for this year and for the foreseeable future we are comfortably within the Maastricht criteria for levels of both debt and borrowing. 

Tough and prudent management is our watchword in what will continue to be a thoroughly disciplined approach to public finances. 

NATIONAL HEALTH SERVICE The Comprehensive Spending Review will determine overall priorities for the early decades of the new century. 

In the case of the National Health Service, the first stage of our cuts in bureaucracy are being implemented this year. By next spring the first conclusions from the strategic review of London hospitals will be implemented; we will act to improve the organisation of services including, to merge NHS trusts. By dismantling the inefficient internal market we will no longer have to spend money promoting competition and servicing innumerable short term contracts and the administration that goes with them, at the expense of patient care. 

And because we have reinvigorated the Private Finance Initiative, we will shortly announce a new hospital building programme across the country. We will also act to recoup in full the cost of treating road traffic accidents from insurance companies. This, like the action we are taking against prescription fraud, shows our determination to ensure NHS resources are focused on frontline care. 

In normal circumstances, the #5bn reserve for 1998-99 - set aside by the previous government - would be distributed during the annual autumn spending round - with the allocations announced at the time of the November Budget. 

There is no spending round this autumn and, as a result, there will now be no Budget until next spring. 

The majority of the reserve will be retained for contingencies that may arise in the coming year. But now that the long-term changes are under way, I want the NHS to be able to plan also for the year ahead. And I want them to do so in the sure knowledge of a prudent and realistic allocation for 1998-99 which will ensure that services are maintained and patient care is secure. 

The long-term plans mean that we are now sure the money will go where it is needed - direct to patient care. I have decided to allocate from the reserve to the NHS for 1998-99 a sum of #1.2bn. This does more than meet our commitment at the election for a real term increase in resources. Health spending will now rise by 5% - 2.25% in real terms - the same as our projection for the trend growth rate of the economy as a whole. 

The public rightly wants to see more money put into the NHS. But it wants the money actually to go to patient care. This money is being granted on the firm agreement that the administrative reforms in health will be fully implemented. And frontline patient care will benefit. 

EDUCATION Education is our country's priority. 

It holds the key to our future. 

But the government must be satisfied that resources in education are going direct to learning in the classroom. 

The Secretary of State for Education will bring forward proposals so that every school can meet standards for results and discipline. 

Our long-term review of spending on education, schools and local education authorities must meet targets for raising standards in schools in their areas. And they must demonstrate that money is being spent improving the quality of pupils' education. 

For next year, while we review the future arrangements for Local Authority finance, capping will remain in place. 

But I propose to allocate from the reserve for 1998-99 and specifically for use in schools an additional #1bn to education. The details will be announced in due course by my right honourable friends the Secretaries of State for Education and Employment, Scotland, Wales and Northern Ireland. 

Traditionally these announcements - of tax revenues and spending allocations - would complete a Budget. 

But I have one more announcement to make. 

The windfall tax I have announced will finance the measures I have announced for employment and training. But there is nothing more important to the training of young people than what happens in our schools. 

Indeed many of the problems our Welfare to Work programme must now address start in school. We cannot run a first rate economy on the basis of second rate education. In general economic success tomorrow will depend on investing in our schools today. But at the present rate of progress many of our children will be educated for the twenty first century in classrooms built in the nineteenth. 

Today one million pupils are being educated in classrooms built before the first world war. 

If our schools are to educate for the needs of the twenty first century economy they must themselves become schools fit to learn in and equipped for the twenty first century. 

And by encouraging schools to engage in Public/Private Partnerships, the public investment we make can lever in even more resources to renovate our schools. 

I want schools not just to repair the roofs and the fabric but to acquire the equipment and computers they need. 

So I have decided to allocate cash from the proceeds of the windfall tax for an immediate programme of capital investment to equip our schools with the infrastructure, the technology, and the bright modern classrooms they need. 

The paymaster general and my right honourable friend the secretary of state for education and employment will invite schools to submit plans, showing how they propose to upgrade, modernise and become schools fit for the twenty first century. The detail of the plans will be announced by my right honourable friend the secretary of state for education in due course. 

I therefore propose to make available #1.3bn over the course of the parliament, representing a capital investment that averages almost #150 for every pupil in the country. Taken together with the extra year to year expenditure I have just announced, this Budget allocates #2.3bn in new resources for our schools. 

With this increase in educational investment we are taking the first step towards delivering our manifesto commitment to increase the proportion of national income spent on education. 

In education, as in every other area, we are honouring our pledges to the British people. 

CONCLUSION: the people's priorities 

The measures I have announced today for stability, investment, employment and opportunity for all will make Britain better equipped and more ready to face the future with confidence. 

Previous Budgets pursued the short term interests of the few. This Budget advances the long-term interests of the many. 

A Budget equipping Britain for the future - meeting the people's priorities. 

A people's Budget for Britain's future. 

I commend it to the House and to the country. 
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The much-trumpeted University for Industry came a step closer to reality yesterday when Mr Gordon Brown, the chancellor, announced a #5m investment in the scheme - promised to be the industrial equivalent of the Open University.<In a clear attempt to address some of the concerns about lifelong learning highlighted by Ms Helena Kennedy, a barrister, in a well-publicised report earlier in the day, Mr Brown also made clear the government's intention to introduce individual learning accounts. 

Mr Brown further announced that, in order to improve staying-on rates at school and college, the government would complete a review of finance and maintenance for 16-18 year olds. 

Government officials said this package of measures, announced in the budget statement, would feature prominently in a white paper on lifelong learning, expected in the autumn. 

The University for Industry, an idea devised by Mr Brown during Labour's years in opposition, would be achieved through the information superhighway. 

Mr Brown said: "Just as the Open University has, since the 1960s, offered thousands second chances in higher education through television in their homes, our University for Industry can, from the 1990s, through satellite, cable and interactive technologies, bring lifelong learning direct to the home as well as the workplace." 

The government expects the university to be of particular benefit to small businesses, which do not have the financial reserves to invest heavily in raising the skills of their workforce but which are essential to the economic prosperity of the country. 

The #5m will be allocated to a public-private partnership that, in the long run, will fund the university. 

The chancellor said people would be able to access the University for Industry through Individual Learning Accounts. 

He did not refer to the manifesto pledge to kickstart the programme for up to 1m people by using #150m from the Training and Enterprise Council funds. 

But the idea would be to put #150 of public money into the accounts of 1m people for training courses, adding to contributions they themselves would make to their training. 

Employers would then be encouraged to make voluntary contributions to these funds. 

Mr Brown also flagged government plans to introduce a "skills ladder" which would encourage employees to learn skills throughout their working lives. 

This picked up a key point of the Kennedy report, which argued for more flexible qualifications which could be achieved over time by employees' studying in "bite-sized chunks". 
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The Budget measures, along with the government's economic forecasts and public finance details, are contained in the financial statement and budget report. Known as the Red Book, it is reproduced in abridged form on the following pages. 

Britain is a nation full of talent and potential. At their best the British people demonstrate an unrivalled inventiveness and creativity. But too often in the past that potential has been squandered, with repeated cycles of boom and bust. 

Inadequate investment in education and training, and in the application of new technologies, has left Britain trailing the best in the world. British people have had too few opportunities to find jobs, start new businesses or become self-employed. The British industrial base is too narrow. And the old battles - public sector versus private sector, employee versus employer, and state versus free market - have prevented the development of a sense of common economic purpose. 

Moreover, the economic environment is changing more quickly than ever before. Technology is radically reforming the way we work. 

The development of the global marketplace is bringing new challenges and new opportunities. Old certainties such as jobs for life or even skills for life can no longer be taken for granted. In this ever-more competitive world, the British economy and British people must be prepared to adapt continuously to change. 

The challenge for business and individuals is to work together to ensure that Britain is well equipped to meet these challenges and that everyone can play a full economic role. 

The new government's central economic objective is to achieve high and stable levels of growth and employment, goals which have proved elusive in the past. In meeting this objective, the government wants to encourage a fair society in which everyone can share in higher living standards and greater job opportunities, and to see economic development taking place in a way which respects the environment. 

Achieving these aims in the new global economy will require a major re-equipping of the British economy. 

The key to future economic success is investment - in infrastructure, in technology and in people. The measures in this Budget are the first step towards changing policy to reflect this approach. 

The performance of the British economy has for many years been poor by international standards. Over the past 25 years Britain has experienced the slowest growth rate of GDP per head among the major industrial countries. 

This poor economic performance is, to a large extent, a reflection of inadequate levels of investment in the British economy. The government wants to increase the quantity of long-term investment. 

A successful strategy requires solid foundations. Too often in the past the British economy has been subject to excessive swings in economic performance, so-called boom and bust. For over a decade no other major country in the European Union has suffered such large fluctuations in output or inflation as the UK. 

Without stability, and the confidence of future stability, businesses and individuals cannot plan effectively for the long term. This damages investment and savings. And without higher levels of productive investment, the economy's full potential will not be realised. 

The government is setting in place arrangements to ensure financial stability and sound public finances to underpin a stronger and more robust economy. 

Inflation undermines the capacity for sustainable growth and employment. It distorts economic decisions by consumers and producers, and longer-term decisions by investors and savers. High inflation arbitrarily and unfairly redistributes income and wealth. 

The people who suffer most are typically those on fixed and low incomes. In the end, high inflation costs jobs and limits our potential to grow. 

Over the last 18 years the UK's record on inflation has been poor. Even in recent years, inflation in the UK has exceeded that of most of our major competitors. 

The previous arrangements for monetary policy were not generating the confidence that is necessary. That is one of the reasons why Britain has had higher long-term interest rates than most of our major competitors. The new monetary policy framework, introduced on May 6, will remove the perception that monetary policy decisions are dominated by short-term political considerations. 

Difficulties have, in the past, been due to a lack of clarity about roles and accountability. The new arrangements tackle this issue. 

Under the new arrangements, the government's role is to set the economic objectives and, in particular, the inflation target. The Bank of England's role is to take the operational decisions to meet the inflation target. 

The new framework puts monetary policy on a credible, long-term footing to ensure that price stability is delivered in practice. 

Long-term interest rates fell after the Chancellor announced that the Bank was to be given operational responsibility for setting interest rates and have remained some 30 basis points lower since around that time, supporting the view that credibility has already been enhanced. 

Stable public finances are the second key requirement for long-term economic stability. The government's fiscal policy will be guided by two strict rules:<* the golden rule: over the economic cycle the government will only borrow to invest and not to fund current expenditure; and 

* public debt as a proportion of national income will be held over the economic cycle at a stable and prudent level. 

These rules will ensure that borrowing will be kept under firm control. But the rules also make a proper distinction between public investment and current expenditure, which will no longer be treated as if they are equivalent economic categories. 

The measures announced in this Budget, excluding windfall tax and associated spending, tighten fiscal policy by around 1/2% of GDP by 1998-99. The PSBR (excluding privatisation proceeds, windfall tax and associated spending) is forecast to fall by 3% of GDP between 1996-97 and 1998-99. A significant part of this reduction reflects tight control of public spending: the ratio of GGE(X) to GDP is expected to fall by 2 1/4 percentage points over this period.<In addition, the planned real increases in road fuel and tobacco duties raise the projected ratio of tax receipts to GDP by between 1/4 and 1/2 percentage point by 1998-99. 

Fiscal consolidation at a time of strengthening demand should help to encourage a more balanced recovery and help to offset some of the pressures on monetary policy. Successful deficit reduction should also help raise the level of national saving and increase resources for investment. 

The government's plans for spending over the next two years are set out in the next pages. 

The UK expects to meet the Maastricht reference values for the government deficit and debt. The general government financial deficit (GGFD) is forecast to be 2% of GDP in 1997, well below the 3% reference value; and the relevant debt ratio (GGGD) is also forecast to be well below the 60% Maastricht level. Continuing improvements in the fiscal position will ensure the sustainability of the public finances in future years. 

In keeping with actions already taken on monetary policy, the government aims to rebuild public trust in fiscal policy by ensuring that it is conducted in a responsible, open and transparent way. 

The government intends to strengthen the fiscal framework further over time. For the first time, in May, the National Audit Office (NAO) was invited to review a proposed more cautious approach in setting a number of key forecasting assumptions and conventions used in the Budget arithmetic. 

The NAO noted that the new assumptions were arrived at systematically on the basis of available data and by methods which interpret it in a reasonable way. The Budget forecast and medium-term projections are based on assumptions consistent with this more cautious approach. The NAO will have a continuing role in auditing the public finances in future budgets. 

The transparency of fiscal policy will be further underpinned by the planned introduction of resource accounting and budgeting. 

The government is drawing up a full National Asset Register which it plans to publish in November, and full information about the assets and liabilities of central government departments will become available from resource accounts for the year 1998-99 onwards. 

As a further element of the commitment to greater openness, the government plans to publish a consultative paper several months ahead of each Budget. This will spell out the state of the economy, the progress made towards the government's objectives and the forecast for the coming year. 

Investment and competitiveness 

Britain's ratio of investment to GDP is low by historical and international standards and the gap with other countries has been widening. Business investment has grown more slowly than expected in recent years. In 1996, manufacturing investment as a share of GDP slumped to its lowest level since records began. 

Deficiencies in fixed investment are only part of the story. Of equal concern is the low level of skills in the workforce. 

The government wishes to encourage entrepreneurial, outward-looking and internationally competitive businesses. Britain has some of the most successful businesses in the world but does not have enough of them. The government is determined to tackle the obstacles holding back long-term investment and competitiveness. 

In addition to the measures to ensure long-term stability described above, the Budget includes tax measures which will improve the climate for business investment by cutting corporation tax rates and removing a bias in the tax system which distorts the financing of investment. 

The government will also take steps to promote investment in infrastructure, skills and technology; to encourage small and growing firms; to promote competition; and to ensure fair and effective regulation. It is taking a series of initiatives to share its approach with the rest of the world. 

A flourishing small firms' sector is a vital component of any successful economy. The corporation tax and capital allowance measures in the Budget will improve the environment for them. In addition the government is planning action to tackle late payment, improve the quality and effectiveness of business support, and ensure co-operation with the banks to improve lending to high-tech start-up companies. 

Investment will also be strengthened by productive public/private partnerships. 

The government recognises the key contribution that investment in innovation and technology can make to growth and competitiveness. It has started an audit of its role in driving forward the Foresight programme, which aims to improve collaboration between business and the science base and to identify areas of investment for the future. 

The government is committed to promoting investment in training. Future initiatives - including Individual Learning Accounts, Target 2000 and the University for Industry - will encourage companies and individuals to invest in training, while the Welfare to Work agenda will provide opportunities, where appropriate, for the young unemployed to improve their basic skills and study towards intermediate level qualifications. 

Competition is a spur to investment and innovation. And it provides value and choice for consumers. The government intends to reform Britain's competition laws at an early stage to provide a strong deterrent against restrictive agreements and abuses of market power. 

Business success depends on Britain having a positive and open approach to our relations with the European Union which accounts for over 50% of this country's trade. The government is taking steps to ensure that British companies have full access to the European market. 

Under the British presidency of the European Union from January to June 1998, a high priority will be given to the competitiveness agenda and, in particular, to completing the single European market. 

Regulation is necessary not just to ensure fair competition, but also to ensure a fair deal for consumers. The government wants regulation which is fair to both consumers and shareholders without discouraging managers from innovating and improving efficiency. 

Modernising the welfare state 

In the modern world an effective welfare state is more important than ever in helping people adapt to changing economic circumstances. Now that a job for life, or even a skill for life, can no longer be taken for granted, arrangements to help people back into employment as quickly as possible are essential for maintaining a strong economy as well as creating a fairer society. 

The government wants a modern welfare state which can help people gain the skills and opportunities they need to play a full role in the modern economy.<The tax and benefits systems have important roles to play in ensuring that, while people have enough money to live a decent life during periods of change, they also have the right financial incentives to take up work. In carrying out the necessary reforms, the government will help those who are prepared to help themselves, and so encourage a culture in which rights go hand-in-hand with responsibilities. 

A large element of unemployment in the UK is structural. By getting the long-term unemployed back to work, we can not only get unemployment down, but have sustainable growth with low inflation. If the root causes of structural unemployment can be tackled by re-integrating the long-term unemployed into the labour market, the huge costs of economic and social failure can then be addressed and the social welfare payments saved can be targeted on other priority areas. 

One million lone parents are now bringing up two million children dependent on benefit, at a cost of #10bn a year (which is more than is spent on the unemployed), and growing. They often face difficulties in entering the workforce, including making satisfactory arrangements for childcare. Lone parents in Britain are among the least likely to work anywhere in Europe. However, most of them do want to work and the government wants to help them achieve their aspirations for themselves and their children. Once in work, lone parents are on average #50 a week better off. 

The government intends to make an immediate start on rectifying these problems. It is launching a new deal for the young and the long-term unemployed and a new deal for lone parents. The government is also considering how this help can be extended to those excluded from the labour market, including people on Incapacity Benefit. The specific programmes, to be financed from the windfall tax, are described in more detail in the following pages. 

But providing people with the skills and abilities to enter the workforce is not enough. 

The tax and benefits systems need to make sure it is in people's interests to work. At present they often find themselves trapped on benefit, without the incentive to take a job. Once they find jobs, about half of those leaving unemployment are currently back on benefit within a year. 

The root of the unemployment problem lies in under-achievement at school. A vital part of the strategy for dealing with that is to tackle the run-down nature of Britain's schools, so that children are educated in schools fit for the 21st century. The government will provide #1.3bn over the course of this Parliament for a new deal for schools, to finance infrastructure improvements to schools that are committed to improved performance. 

Once people are in work, they need to have the opportunity to obtain the skills to adapt and respond to new opportunities. Over the age of 16, young people will have available two equally valued routes to follow - one based on school and college, the other through a work-based apprenticeship and training. 

Both will provide young people with the skills employers value. The new University for Industry will bring lifelong learning to the home, to the workplace and to the local community. And the new Individual Learning Accounts will facilitate an improved partnership between individuals and employers to improve skills. 

Public services 

The government spends around 40% of national income on the public services. General Government Expenditure is forecast to be about #320bn in 1997-98, more than #5,000 for every man, woman and child in the country. 

The myth that the solution to every problem is increased spending has been comprehensively dispelled in recent years. How effectively money is spent counts for much more than how much money is spent. The government will ensure not only that the total level of spending is affordable and prudent, but also that spending is targeted at priority areas and that it is being spent effectively and efficiently. 

To implement this approach, the government is committed to maintaining the Control Totals for 1997-98 and 1998-99 which it inherited from the previous government. It is sticking to these tough plans. There will be no public expenditure survey in 1997. Instead of debating how much money should be spent, the government is engaged in a Comprehensive Spending Review to decide how best to use the available resources to meet its objectives in the medium term. 

Within the unchanged Control Total for 1998-99, the government is allocating part of the #5bn reserve to its priorities of health and schools. An extra #1.2bn for the National Health Service, and #1bn for schools, will help deliver high quality public services. Allocating part of the reserve earlier than usual enables the NHS and local education authorities to plan ahead and focus on the long term. 

The Comprehensive Spending Review will enable the government to put its public spending principles into practice and to ensure that, department by department, it implements its commitment to investment, employment, opportunity and fairness. 

The review is already under way, led by the Chief Secretary to the Treasury. It will report to the ministerial committee on public expenditure and then to Cabinet. Departments are producing terms of reference for their reviews, which will be published shortly. It is a unique opportunity to look to the long-term and set a clear new direction to make better use of the #320bn which the government spends. 

Fair taxes 

The primary aim of tax policy is to raise sufficient revenue for government to pay for the services which its policies require, and to service its debt, while keeping the overall burden of tax as low as possible. 

But taxation is not wholly neutral in the way it raises revenue. With the current burden of taxation amounting to about 36% of gross domestic product, how and what is taxed sends clear signals about the economic activities which governments believe should be encouraged and discouraged, and the values they wish to entrench in society. 

It is essential that tax policy is based on clear principles. These are to encourage work, savings and investment, and fairness. 

A tax system should also be well designed, to meet the objectives of the government of the day, without generating undesirable side effects; it must keep taxpayers' compliance costs to a minimum; it should avoid the less well off bearing an unfair burden; and attention must be paid to implications for the UK's competitiveness. 

Over time, and while respecting the need to maintain a stable environment in which individuals and companies can plan for their futures, this government will develop a tax system that reflects and is underpinned by the following key principles: 

* Encouraging employment opportunities and work incentives for all by: encouraging work and rewarding effort. A comprehensive examination of the interaction of the tax and benefit systems will seek to correct the present situation in which large numbers of people have been discouraged from working because the benefit and tax systems did not work in their favour. The tax and benefit systems must be streamlined and modernised, so as to promote work incentives, reduce poverty and welfare dependency, and strengthen community and family life; seeking ways, by means of the tax/benefits review, to reduce the high marginal rates at the bottom end of the earnings scale, not only in the pursuit of fairness, but to encourage employment and work incentives; a commitment not to raise the basic or top rates of income tax. 

* Promoting savings and long-term investment by: encouraging individuals to save, both to underpin long-term investment and to secure their own financial welfare for the future; and making use of the tax system to ensure that growth is achieved in an environmentally sustainable way. 

* Fairness: so that the tax system evolves in a way which will: benefit the many, and not the few; ensuring that everyone bears their fair share of taxation and pays the correct amount; maintain a broad tax base, so that sufficient revenue can be raised from a variety of sources, and no sector or individual bears an unfair burden, or enjoys an unfair advantage; and not extend VAT to food, children's clothes, books and newspapers and public transport fares. 

* And which is seen to be fair by: vigorous pursuit of tax avoidance and evasion, so that businesses and individuals pay what they should, and when they should; with better information provided to the public about how their taxes add up and where the money is spent; and by reducing the cost of the tax system wherever possible, whether in its administrative costs, the compliance burden on the taxpayer, or wider costs to the economy; with simplification of the existing tax law, to make it easier to use, so taxpayers understand more clearly their rights and obligations. 

The government places a very high priority on protecting the environment for future generations. Its central economic objective of achieving high and stable levels of growth and employment must be achieved in a way that is environmentally sustainable. It will use economic instruments to achieve environmental objectives where this is an effective way of doing so. 

Delivering sustainable growth is a task that falls across government. Within this, there is a clear role for the tax system. 

To that end, the government will explore the scope for using the tax system to deliver environmental objectives - as one instrument, in combination with others like regulation and voluntary action. Over time the government will aim to reform the tax system to increase incentives to reduce environmental damage. 

That will shift the burden of tax from "goods" to "bads"; encourage innovation in meeting higher environmental standards; and deliver a more dynamic economy and a cleaner environment, to the benefit of everyone. 

But environmental taxation must meet the general tests of good taxation. It must be well designed, to meet its objectives without undesirable side-effects; it must keep deadweight compliance costs to a minimum; the distributional impact must be acceptable; and the implications for international sectoral competitiveness must be taken into account. 

Where environmental taxes meet these tests, the government will use them. 

Taken together, these elements form a coherent and sustainable economic strategy which will create a stronger and fairer Britain. 
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Ray Cowell sets out the fundamental challenge for the Dearing inquiry into higher education.

Expectations are running high, but it seems unlikely that the recommendations of Sir Ron Dearing's inquiry into higher education later this month will be either revolutionary or revelatory. Nor should they be. The past decade has already witnessed a radical revolution in the size and nature of higher education. A key task of the Dearing inquiry was to learn the long-term lessons of that revolution, and to incorporate them into an affordable vision of the place of higher education within regional and national agenda.

This, it should not be forgotten, is the third big education inquiry chaired by Sir Ron. It will complete the broad objectives set out in the earlier reports, which established, for the five-to-19 age groups, a clear framework of qualifications, skills, targets and agencies for an education system in tune with the needs of modern citizenship and global competitiveness.

Acknowledging E.M. Forster, my university, in its submission to Dearing, advised: "Only connect." Predictably, some parts of the higher education community will wish to disconnect, stratify and fragment.

The key elements of a "post-Dearing" higher education system already exist; the task now is to "connect" them, in every sense of that word, including electronically. We do not need any new "big ideas", only a willingness to build on the revolution of the past decade. A few examples spring to mind.

Many universities have pioneered links with further education in ways that provide diverse and lifelong opportunities for learners of all ages, often from deprived backgrounds. Such developments have taken place through local and regional partnerships. These initiatives must be nurtured. The higher education dimension of the training and enterprise councils (Tecs) particularly needs further development. The imposition of, for example, North American community college models could be damaging. Many of these FE/HE relationships are already capable of developing two-year associate degrees at GNVQ level 4, their quality assured and their student progression routes defined by the FE/HE partners.

Another key element of the report is likely to be the place of higher education within a broad regional agenda. In a few special cases, such regionalism might be enhanced through institutional mergers, but there are larger issues at stake. Genuine regionalism should focus on higher education's contribution to wide regional agenda, focused on such issues as urban regeneration, the environment, inward investment and skills audits, all involving connections and partnerships that build on the innovations of the past decade.

The compulsory professional training of lecturers is another likely recommendation. The temptation will be to bring in a new broom and set up a uniform system of accreditation. A better way forward would be to take account of the pioneering work in professional qualifications and staff development already undertaken, and to graft onto such stock a vigorous and co-ordinated lifelong system of professional training and development. The work many universities have undertaken, through Investors in People, the Universities and Colleges Staff Development Agency and the Staff and Educational Development Association, can be strengthened into a demanding set of professional qualifications.

The importance of "key" graduate skills and employability will also loom large. Sandwich courses and work-based/experimental learning provide a widely valued basis for the introduction of advanced vocational qualifications that would reconcile academic and vocational concerns.

Underpinning all the report's recommendations should be a determination to establish and verify rigorous standards. Here the "post-Dearing" debate should focus on threshold-graduate standards, not on the elusive quest for exact comparability. The much-maligned exter nal examiner system is capable of being strengthened to provide the assurance that the Government will seek. Employers would also welcome the introduction of graduate profiles, supplementing the existing degree classification system by describing assessed learning outcomes in, for example, communication, IT, team-working and the other foundation skills for lifelong learning.

If such a higher education system can be made accessible and affordable through, for example, a "learning bank", with individual learning accounts funded by individual, Government, and employer contributions, then the recent policy uncertainties underlying the period of "consolidation" could give way to affordable and equitable expansion towards 40% 18 to 21 participation as advocated by the CBI, and lifelong learning opportunities.

In short, there is no need to rerun the debates of the 1980s, or to marginalise the achievements of that decade. Higher education, at present, resembles nothing so much as a vast jigsaw that requires simply patience, co-operation and ingenuity to transform into a millennial vision.

We are not awaiting a radical report such as the 1960s Robbins committee's, but one that, properly interpreted, will help us to place higher education within the mainstream of national life. The big ideas of the future are about establishing a learning society, learning organisations, a "university for industry" and the related electronic learning networks. They all depend on a higher education sector that has the confidence, and resources, to engage in vigorous dialogue with society at large.

A learning society beckons. If universities can, with Dearing's help, learn from the past decade, their place within that society will be central and creative. Dearing can confidently be expected to focus the issues but it will not change the fundamental challenge - of grasping and taking forward the full social implications of the recent higher education revolution.

* The author is Vice-Chancellor of Nottingham Trent University.
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Ray Cowell sets out the fundamental challenge for the Dearing inquiry into higher education.

Expectations are running high, but it seems unlikely that the recommendations of Sir Ron Dearing's inquiry into higher education later this month will be either revolutionary or revelatory. Nor should they be. The past decade has already witnessed a radical revolution in the size and nature of higher education. A key task of the Dearing inquiry was to learn the long-term lessons of that revolution, and to incorporate them into an affordable vision of the place of higher education within regional and national agenda.
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Another key element of the report is likely to be the place of higher education within a broad regional agenda. In a few special cases, such regionalism might be enhanced through institutional mergers, but there are larger issues at stake. Genuine regionalism should focus on higher education's contribution to wide regional agenda, focused on such issues as urban regeneration, the environment, inward investment and skills audits, all involving connections and partnerships that build on the innovations of the past decade.

The compulsory professional training of lecturers is another likely recommendation. The temptation will be to bring in a new broom and set up a uniform system of accreditation. A better way forward would be to take account of the pioneering work in professional qualifications and staff development already undertaken, and to graft onto such stock a vigorous and co-ordinated lifelong system of professional training and development. The work many universities have undertaken, through Investors in People, the Universities and Colleges Staff Development Agency and the Staff and Educational Development Association, can be strengthened into a demanding set of professional qualifications.
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In short, there is no need to rerun the debates of the 1980s, or to marginalise the achievements of that decade. Higher education, at present, resembles nothing so much as a vast jigsaw that requires simply patience, co-operation and ingenuity to transform into a millennial vision.

We are not awaiting a radical report such as the 1960s Robbins committee's, but one that, properly interpreted, will help us to place higher education within the mainstream of national life. The big ideas of the future are about establishing a learning society, learning organisations, a "university for industry" and the related electronic learning networks. They all depend on a higher education sector that has the confidence, and resources, to engage in vigorous dialogue with society at large.

A learning society beckons. If universities can, with Dearing's help, learn from the past decade, their place within that society will be central and creative. Dearing can confidently be expected to focus the issues but it will not change the fundamental challenge - of grasping and taking forward the full social implications of the recent higher education revolution.

* The author is Vice-Chancellor of Nottingham Trent University.

(c) Times Newspapers Ltd, 1997.

Not Available for Re-dissemination.

Opinion - benefits of a new consumer culture among students.

By Josh Hillman and Nick Pearce.

762 words

Publication date: 22 July 1997

Source: The Guardian

Page: 103

(c) 1997

IT IS probably inevitable that public debate on the Dearing report should focus on the question of who pays for higher education. After all, a significant public subsidy to middle and higher income groups is at stake. The danger is that the question of what exactly students are being asked to pay for will be lost from sight.

Most informed opinion recognises that the quality of higher education is now under serious threat. But this is not simply a funding issue. If higher education has lurched into crisis it is because an elite system was simply stretched to accommodate vastly increased numbers. No serious prior thought was given to how the structure, processes and funding systems of higher education would have to be modernised if expansion was to take place. This policy vacuum would be incomprehensible were the recent history of British public life not littered with other examples. Put another way, the Dearing review should have taken place 10 years ago, before and not after the stop-go expansion and freeze of the sector in the late 1980s and early 1990s.

Dearing notwithstanding, the drive for change in higher education may mean that if graduates pay more then students will expect a more responsive system. This argument can be put crudely in the familiar market nostrums of the New Right but it also has powerful attractions for the Left.

Surveying the history of Labour Party policy in higher education, particularly the creation of the polytechnics and the Open University, it is hard not to reach the conclusion that previous efforts to modernise the sector have largely failed to penetrate its inner sanctums. How better in the post-Thatcher era to generate change in the system than to empower students directly as consumers.

This is not to argue for full-blown marketisation. If entry fees or real cost tuition charges for higher education were accepted, the most likely outcome would be a rigidly stratified sector in which the worst dysfunctions of the marketplace would materialise. But that should not prevent students from having greater choice and flexibility. Higher education should accept (and even promote) a sector-wide modernisation which gives students greater control over the location, content and processes of their learning.

The components of this modernisation are already familiar or exist in embryonic form. A national credit framework linking further and higher education would supplant the fixed hierarchies of existing awards and give students greater flexibility over when, what and where they study. Student-centred learning should replace subject-based teaching, the boundaries of which have already been transformed. Higher education should exploit fully the advances in information technology, including the widespread use of multimedia and new communication networks. Significant improvements in the quality of learning, as well as exploitation of economics of scale in delivery, are possible through innovation and collaborative ventures between networks of universities and other agencies.

Lecturers should be properly accredited as professional teachers. It is extraordinary that both further and higher education lecturers do not need to have qualified teacher status.

Moreover, teaching has been seriously downgraded as a core higher education responsibility by the operation of the Research Assessment Exercise. Dearing must not fail to deliver on a thorough reform of the assessment and funding of both teaching and research in higher education. A form of regionalisation is the most likely vehicle for such a shift in priorities.

Perhaps most significantly, students should also have greater control over the public funds that support their study. The Dearing committee has examined the case for Individual Learning Accounts held with a Learning Bank in higher education. This was recommended by the Commission on Social Justice and was tentatively included in the Labour Party's submission to Dearing.

To date, attention has focused on the use of Individual Learning Accounts for those in work. Why not deposit a proportion of public funds for student learning in higher education within the individual account? A balance has to be struck between mobilising vehicles for student choice and wider access, and ensuring system stability and steerage capacity. Mass higher education, however, cannot be sustained on practices and models inherited from the past.

Preserving what is best and transforming the rest will require imagination and care. One thing is certain - students who pay more will demand more.

Josh Hillman is Senior Research Fellow at the Institute for Public Policy Research; Nick Pearce is Research Fellow at the IPPR and former Labour Party adviser on post-16 education.
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'We reject equality of outcome because it is neither desirable nor feasible,' says the Chancellor, Gordon Brown, who argues for equality of opportunity in a reply to Roy Hattersley's attack last week on the Government's 'apostasy on poverty'

THE country that the Labour Government inherited on May 1 was more unequal than in 100 years. One in three children lives in poverty. After 20 years in which New Right ideology, which has worshipped inequality, has dominated the political landscape, it is now more important than ever that we argue the case for tackling inequality from first principles. The difference between our approach and that of Roy Hattersley (Why I'm no longer loyal to Labour, July 25) lies in the fact that, starting from an understanding of the modern economy and based on a realistic programme, we are committed to tackling the causes of poverty - unemployment, low skills and low wages - and not simply the consequences.

Our starting point is a fundamental belief in the equal worth of every human being. We all have an equal claim to social consideration by virtue of being human. And if every person is to be regarded as of equal worth, all deserve to be given an equal chance in life to fulfil the potential with which they are born.

Everyone should have the chance to bridge the gap between what they are and what they have it in themselves to become. That is why our revised constitution commits us to putting wealth, power and opportunity in the hands of the many not the few. And what is right on ethical grounds is, in the 1990s, good for the economy too.

In our information-age economy, the most important resource of a firm or a country is not its raw materials, or a favourable geographical location, but the skills of the whole workforce.

The dynamic economies of the future will be those that unlock the talents of everyone. So prosperity for a company or country can only be delivered if we get the best out of all people, and that cannot happen unless we have continuous and accessible equality of opportunity.

I would suggest that Britain's economic weakness is not attributable to a neglect at the top of the educational pyramid. It has arisen because we have given insufficient attention in education and employment policies to the latent and diverse potential of the population as a whole.

In the industrial age, the denial of opportunity offended many people but was not necessarily a barrier to the success of the economy. Today, in an economy where skills are the essential means of production, the denial of opportunity has become an unacceptable inefficiency, a barrier to prosperity.

And once we take this view that what matters on ethical and economic grounds is the equal right to realise potential, we reject both an unrealisable equality of outcome - Roy Hattersley's ideal - and a narrow view of equality of opportunity - as proposed by some members of the Conservative Party.

WE reject equality of outcome not because it is too radical, but because it is neither desirable nor feasible. Predetermined results imposed, as they would have to be, by a central authority and decided irrespective of work, effort or contribution to the community, is not a socialist dream but other people's nightmare of socialism.

It denies humanity, rather than liberates it. It is to make people something they are not, rather than helping them to make the most of what they can be. What people resent about Britain today is not that some people who have worked hard have done well. What angers people is that millions are denied the opportunity to realise their potential and are powerless to do so. It is this inequality that must be addressed.

And just as we reject an unattainable equality of outcome, so we refuse to narrow our horizons to a limited view of equality of opportunity.

There was an old idea of equality of opportunity in which it meant a single chance to get your foot on a narrow ladder, one opportunity at school till 16 followed by an opportunity for 20% to go into higher education. For millions it has meant if you missed that chance it was gone for ever.

So narrow equality of opportunity is not enough if we are to prevent the entrenchment of unjustifiable privileges. People should not be written off at seven, 11 or 14, or indeed at any time in their life. It is simply a denial of any belief in equality of opportunity if we assume that there is only one type of intelligence, one means of assessing it, one time when it should be assessed and just one chance of succeeding.

The equality of opportunity I support is recurrent, life-long and comprehensive: employment, educational and economic opportunities for all, as well as political and cultural opportunities too, with an obligation on government to pursue them relentlessly. And it is putting this into practice that is the central task of the Government.

If we are to maximise opportunity, we must tackle, at source, the denial of work to millions of people. One working-age family in five - 19% - has no one earning a wage. This contrasts with 11.5% in the US, 15% in Germany and 16% in France. In inner-city London or Glasgow, for example, there are constituencies where 30% and up to 35% of working-age families have nobody in work.

Merely to pursue a strategy to raise benefits by a few pounds - as Roy Hattersley suggests - would do nothing more than compensate people for their poverty, without tackling the causes.

When I talk to the long-term unemployed, single parents and long-term sick and disabled, especially those who have simply been displaced off the employment register, they want and deserve the right to work.

The same is true of young people in my constituency who have been on countless training schemes since leaving school but have never had a proper job - even at 17 or 18, their hopes dashed, ambition crushed and potential unfulfilled - they do not want a few pounds on benefit, but the chance for real work.

Egalitarians must start from the premise that no one in our society, in 1997, should be excluded from the opportunity to work. So the first principle of our modernisation of the welfare state is to take action to open up work opportunities to those denied them. That is why by far the biggest new expenditure commitment by the Government is our welfare-to-work programme - the largest employment programme for decades. At the heart of the programme is a commitment to equality of opportunity - helping those out of work realise their potential through fulfilling employment.

To the young who've been unemployed for more than six months the programme offers four options of work and training, with all the alternatives involving an opportunity to improve their skills. To the long-term unemployed, it offers the chance to reconnect with the world of work through a job with a private employer. To lone parents with school-age children, it offers not just help finding work, but improved arrangements for childcare.

Employment opportunity for all means also that work must pay. In May I established, under the chairmanship of Barclays chief executive Martin Taylor, a review to consider how we can streamline and modernise the tax and benefit system to help employment opportunity and work incentives.

Effective marginal tax and benefit rates of as much as 150% must be tackled. That is why the Government will introduce a 10p rate of income tax as soon as it is prudent, which - combined with a cut in the "tapers" that withdraw benefit as people earn more - will improve the incentives to work. So too will the minimum wage which the Government will introduce after advice from the new low-pay commission. Set at a sensible level, the minimum wage will not only establish a floor under wages but ensure in-work benefits act as a genuine top-up for low-paid workers rather than a subsidy for low-paying employers.

I have also asked Martin Taylor to consider at an early stage the advantages of introducing a new in-work tax credit for low-paid workers. It would draw upon the successful experience of the American Earned Income Tax Credit, which helps reduce in-work poverty and now benefits 19m lower-paid workers. Employment opportunity for all can also only be meaningful if there is educational opportunity for all. More than ever we need a skills ladder - so that every employee is encouraged to learn skills throughout their working lives.

Our skills strategy starts with a commitment to high-quality and properly funded state education - an essential part of tackling inequality. That is why the Budget allocated extra money for schools, building on the measures the Government has already taken to improve literacy, and standards in failing schools.

To increase the stay-on rates at schools and colleges, we will complete our review of educational finance and maintenance for 16 to 18-year-olds to ensure resources are used to support those most in need. It would be a denial of equality of opportunity if we continued to restrict higher and further educational opportunity to the minority who receive it at the moment. The Government's recent announcements on higher education are motivated by a concern that we must make a qualitative leap to life-long education for all.

We are committed to introducing individual learning accounts to help those in work gain new skills, and our University for Industry, when set up, will, through satellite, cable and interactive technologies bring life-long learning direct to homes as well as workplaces.

SO OUR modernisation of the welfare state will create work, make sure that work always pays, and provide recurring opportunities for life-long learning. All these measures are part of a coherent strategy for tackling inequality and poverty at source. This Government will protect and defend - and never forget - the sick and the elderly. And strong public services are essential for tackling inequality and poverty, for it is those on low and middle incomes who rely on them most.

But we recognise also that poverty in retirement, in sickness and in disability is generated by entrenched inequalities during people's working lives.

It hits those who - through unemployment or low pay - have been unable to make provision for the exigencies of life. So to tackle the long-term, root causes of poverty at source requires us, as I have argued, to address the denial of employment and educational opportunities.

That's why in the three months since Labour entered government, we have made a start in tackling rising inequality and poverty: a #5bn welfare-to-work programme to put the young unemployed, long-term unemployed and single parents back to work, more resources for schools and hospitals, #900m worth of local authority capital receipts released to build homes, VAT on fuel cut to 5%, new help for childcare. The commitment to equality that endures is being applied in the new circumstances of the 1990s. That means never being diverted from our egalitarian ends, but being aware that policies may change to take account of changed times.

We will not succeed by repeating old solutions that fail to address the problems of the 1990s and simply try and compensate people for poverty. Roy Hattersley says Britain needs a party which speaks up for the poor and for greater equality. Britain has such a party. It is in government and it has begun systematically to meet the challenge of reuniting a divided society.
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These are nervous times for the 79 Training and Enterprise Councils in England and Wales. In opposition, Labour raised a number of concerns about the employer-led bodies set up by the Conservatives to improve the UK's skills base. Some Labour officials privately advocated wholesale reform. 

Although ministers have made more soothing noises since the election, it is still unclear how Tecs will fit into the government's plans for training and regional economic development. 

This week's announcement of a new training standards council suggests ministers are determined to respond to criticism of Tecs' performance. 

The council, to be chaired by Nick Reilly, the chief executive of Vauxhall Motors, will be charged with improving quality among the private sector training companies funded through Tecs. It will also attempt to improve standards of poor performing Tecs. 

The variability in standards reflects wider concerns about the ability of Tecs to co-ordinate their activities through the Tec National Council. 

However, the national council has been given a role in the drive to improve quality through the establishment of the new standards council. 

The national council persuaded David Blunkett, the education secretary, to adopt the standards council proposal rather than accept a bid by the Office of Standards in Education to provide the new inspection system. But Mr Blunkett insisted the standards council would have to report directly to the secretary of state to ensure it was seen as independent. 

In addition to concerns about the variability of Tec performance, there have been wider worries about the overall quality and effectiveness of the training they fund. "They spend more than #1.5bn a year but it is very hard to tell how well they are doing," said one government official. 

In a report last year, the Commons employment select committee concluded that the available measures of Tecs' performance were "simply not on an adequate basis for any conclusions". But, even if the statistics need to be treated with caution, most observers believe there have been significant improvements in recent years. 

Earlier this year, the Commission on Public Policy and British Business said Tecs had gained greater acceptance from both employers and workers, making them the potentially most important agents for encouraging and enabling more employers to train and develop their workforce. 

The commission's main recommendation was that Tec funding should be made more flexible to enable them to promote employee training. At the moment the bulk of their money is earmarked for youth training and training for the unemployed. 

However, the government is committed to removing #150m of Tecs' funding to set up the new individual learning accounts. Ministers also want to tackle what they see as the business-led bodies' lack of accountability, although some in the Tec movement believe such moves would make the councils still more bureaucratic. 

But Tecs have been reassured about ministers' recent comments regarding their role in the government's flagship #3.5bn welfare-to-work programme. While the Employment Service will have prime responsibility for implementing the scheme, ministers have promised Tecs they will be consulted on a national level and be involved in local delivery. 

The biggest long-term question for Tecs is how they fit into plans for a network of regional development agencies. 

In addition to promotion of training, Tecs have an important wider role providing advice to small companies and attracting private sector investment in local regeneration projects. 

This would overlap with the remit of regional development agencies. 

Dick Caborn, the minister piloting through the development agency plans, has made clear he wants to build on the infrastructure that already exists while streamlining the proliferation of business support and economic development bodies. Tecs will be fighting hard to ensure they survive the process. 

David Wighton 
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Labour wants Britain's adults to return to learning and improve their work skills. If they do so, who will pay for it?

This autumn will see a burst of initiatives from Government on universities and on that Cinderella sector, further education. In early November the White Paper on lifelong learning will be published, urging people to carry on with education for the whole of their lives; and around the same time a raft of documents will issue forth from the Department for Education and Employment, taking forward aspects of Sir Ron Dearing's report on higher education.

A working group chaired by Professor Bob Fryer, principal of Northern College in Barnsley, has been set up to advise the Government on what to put in the White Paper. Another group chaired by David Brown, chairman of Motorola, is advising on how the University for Industry should be set up. And the centre-left think tank, the Institute for Public Policy Research, has been commissioned to do preliminary work on what the University should look like.

It is launching a pilot project on September 22 with the University of Sunderland and a host of companies, TECs, local authorities, voluntary organisations and educational institutions. The aim is to entice local people who have one of the lowest post-16 participation rates in the country to take part in updating their work skills.

Last week, Tony Blair said he wanted the United Kingdom to be the best-educated country in the world. That means making sure everyone has the opportunity to improve their minds and their skills, not just schoolchildren. It will take organization, commitment and money. Ruth Silver, principal of Lewisham College in south London, says: "I would like the Government to stop the speeches and open the purses."

One of the problems with "lifelong learning" is that it is a portmanteau description for adult education (badminton lessons and holiday French) as well as for vocational training (anything from HNDs to MBAs). Professor Alan Smithers, of Brunel University, says it's become a cliche. "You need to think about what you want people to be learning," he says. The word "learning" is being used to qualify nouns such as "organization", "nation" and - by Sir Ron Dearing - "society". His report is called "Higher Education in the learning society".

It is therefore in danger of becoming a junk phrase, so it will be important for the White Paper to spell out what is meant by lifelong learning - particularly if it is going to involve taxpayers' money. For Professor Smithers it is about enabling people to meet their aspirations. "We need to create opportunities and the best way of doing that is to give everyone a voucher for the equivalent of, say, #200, which is what the City of London does. We should ask people what they want to learn and give them the means to do it."

Dick Evans, principal of Southport College says: "I want to see a clear statement of what they think lifelong learning is about. I hope it will be about raising the qualification level within the world of work as well as helping people who are re-entering education today."

The haziness surrounding definitions is one reason why the University for Industry - an idea beloved by Chancellor Gordon Brown and Education Secretary David Blunkett - is such an important symbol of the Government's seriousness in this area. It will be at the heart of the White Paper.

A university without walls, the UfI will act as a focus for what the department calls a national multiple media learning network. It will serve as a medium for what exists as well as pointing out where new courses are needed. The idea is to bring learning into the home, the workplace and the community. Gordon Brown has given the University #5m in start-up costs. But it will have to raise a lot more to make much of an impression.

Money will be the key issue in the White Paper. Some college principals are not expecting further education to get any more money. The White Paper will spell out the principles that underline state investment in learning - in further and higher education as well as in the workplace. But how much new money, if any, will be going to further education depends on the outcome of the Government's expenditure reviews.

The White Paper is expected to be a response to many of the recommendations in the Dearing and Kennedy (reform of further education) reports - though not a comprehensive one. As mentioned above, some important issues will be dealt with in separate documents. Much of the Dearing report anyway was aimed at universities rather than Government.

The further education funding council is consulting colleges about the Kennedy report and its recommendation that money should be redistributed in favour of further education, notably the radical suggestion that colleges should get paid more for teaching a disadvantaged student with a poor academic background than the normal rate. It will then give advice to David Blunkett in the autumn. Any redistribution of funds in favour of further education is expected to be made concrete in changes to the way the funding council distributes money to colleges.

The Government wants a sea-change in attitudes. It is keen to include the 40 per cent of the population who have been non-learners since leaving school at 16. If redistributing the way colleges earn their money is a way of achieving that, then the FEFC and the Government will look at ways of doing that.

Other topics to be addressed in the White Paper are individual learning accounts and a general entitlement for individuals to have such accounts. The Government has promised a contribution of #150 to each of around one million accounts held by individuals to fund their learning and this will be contained in the White Paper.

Whether it will endorse Sir Ron Dearing's desire to see an expansion of higher education - mainly at the HND level in further education colleges - is uncertain. But you can expect a big promotional campaign to try to engage more people in updating their skills. Many adults remember their learning at school as a bad experience. The aim will be to show that education can make a difference to their livesn

Building a better future together

Fazul and Nurjahan Rajput, who have just celebrated their 16th wedding anniversary, are a fairly soft touch when it comes to lifelong learning. As East African Asians they came from cultures in which education and qualifications were highly valued. But they are good examples of the kind of people the Government is trying to reach in its campaign to raise the educational levels of the people.

Fazul, 41, is unemployed. He was made redundant three years ago from an electronics company. His wife Nurjahan, 39, has never worked. Together they have four children, aged six to 14, and a burning desire to become architects. But, until now, Fazul's sights have been circumscribed by his three O-level passes.

This summer, the Rajputs did a fast-track six week mathematics course at South Bank University - and passed. As a result they have their feet on the education ladder. Fazul will begin a BSc in architectural technology this autumn and his wife is progressing to an architecture foundation year at South Bank. "Maths was my weak subject," says Fazul. "It wasn't an easy course. In fact it was a bit daunting at first, but I conquered my fears."

The course was the first free six week programme put on by South Bank to encourage people with few formal qualifications to gain the maths skill needed for university courses in science and technology. The university received 280 applicants and chose 63. Of those, 49 successfully completed the course.
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COMPANIES across Britain would be required to pay 2% of their payrolls to fund employee training under proposals drawn up by two of the UK's biggest unions which are being put to the Government.

Leaders of the TGWU transport union and GMB general union hope they can persuade ministers to upgrade the Government's "modest" proposals on industrial training and instead to give legal backing to their plans for a new training levy. The Government is committed to a new initiative on industrial training by setting up individual learning accounts (ILAs), under which the Government will fund one million people with one-off lump sum training subsidies of #150, provided the individuals contribute #25.

Before the election, Labour leaders made clear they wanted to scrap old Labour commitments to bring back a training levy on employers, though TGWU and GMB leaders believe they still have support from John Prescott, Deputy Prime Minister, for a statutory training levy if the Government's voluntary approach proves insufficient to persuade more companies to invest in training. They insisted yesterday in launching their own new proposals on industrial training that they welcomed Labour's plans, though they were sceptical about the likelihood of their effectiveness, arguing that "we are seriously concerned that the policy measures envisaged by the Labour Party may be too modest to meet the training challenge represented by the UK skills gap". The unions said that British industry was based on a few companies training and others poaching. They said they wanted to "make the poacher pay".

The unions' main proposals include:

* An obligation on employers who do not spend the equivalent of 2% of their payroll on training to do so. John Edmonds, GMB general secretary, said this was the absolute minimum for employers - the "entry point" for UK firms if they wanted to be world-class companies. Employers would be required to release their employees for training purposes.

* A comprehensive skills training scheme, not just the Government's New Deal programme for the young and long-term unemployed.

* All employees to be entitled to at least five days' training per year.

(c) Times Newspapers Ltd, 1997.
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The government's training policy based on individual employee learning accounts is inadequate, the leaders of two of Britain's largest trade unions said yesterday. 

They called on ministers to impose a compulsory training levy on all employers equivalent to 2% of their payroll - a proposal Tony Blair, the prime minister, has already rejected. Bill Morris, general secretary of the TGWU union, and John Edmonds, the GMB union's general secretary, said Labour's proposals, which aim to improve skills and business performance, were "unlikely" to close the skills gap that separates the UK from competitors, especially Germany. 

A joint document from the unions argues Labour's plan depends "too much on employers voluntarily undertaking skills training, when experience has shown too few are ready to do so of their own accord". It calls for a more powerful approach requiring the "poacher to pay", with employers investing 2% of their pay bill in training. Financial penalties would be imposed on any employer which fell short of that target, "perhaps through the employer national insurance contribution system". 

The union leaders said they looked to government "to take the lead in stimulating a fresh approach" by removing "the option for employers to opt out of their training responsibilities". Mr Edmonds said a new training culture needed to be developed in the UK. But "without the mandatory involvement of employers and a deep and committed role for government there can be no successful transformation of Britain's training system", he said. 

The unions believe employers will "continue to ignore the urgings of government" to provide training. They criticise the existing Investors In People scheme for "falling well short of what was hoped for it, especially among small and medium-sized firms". 

Mr Morris and Mr Edmonds are also "sceptical" about individual learning accounts for employees. They argue that these "look better geared to a graduate going to business school than a shift worker short on computer skills". 

The leaders say they are "seriously concerned" that individual learning accounts will widen the training gap between those in receipt of training and those who receive little or none. "It is difficult to see those in the greatest need of training - those without basic skills and those most likely to be unemployed or on very low incomes - will be able to afford the #25 matched funding required to receive the government's contribution of #150 for each learning account," says their report. It also questions whether #175 is enough to buy purchase proper training. Training for Success, from the TGWU, tel: 0171-828 7788, or the GMB, tel: 0181-944 7129. Free. 
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By Geoff Mason and David Robertson - University tuition fees should vary according to the desirability of the course on offer. 

There is now widespread acceptance that student tuition fees are the best way-given the political constraints on raising new taxes - to inject extra money into the university system. But there are serious grounds for concern about the government's proposals, which are likely to produce unintended and inconsistent outcomes. 

First, it is not clear how much of the revenue from fees will actually find its way to universities, even though the Dearing Committee was adamant that such revenue should be used to restore the quality of university education. 

Second, the decision to abolish means-tested maintenance grants greatly increases the financial burden of attending university for students from low-income homes. This effect is only partially offset by introducing an element of means-testing to tuition fees. 

A third problem has so far received less attention, but may yet prove to be the most difficult for the government to handle. The decision to impose a flat-rate tuition fee of #1,000 a year - in effect an entry fee to higher education - implies that higher education is a uniform experience leading to uniform products. Yet, the patterns of student choices clearly show that some higher education qualifications are more highly regarded - and rewarded - than others. 

Recognition of this fact by introducing fee differentials could help to promote two critical objectives: a socially and economically desirable balance between higher and further education and the protection of high standards in Britain's most internationally competitive universities. 

For many years, those over 18 years of age taking vocational courses in further education colleges have been obliged to pay course fees while tuition was free for full-time students in higher education. 

This disparity was not only inequitable but ignored evidence that Britain's main skill deficiencies lie at intermediate rather than graduate level. More recently, the economic case for favouring full-time higher education across the board has been weakened further by the growing under-utilisation of certain types of graduate. 

A better balance between higher and further education can now be sought by charging much lower tuition fees in the first two years of higher education (and the equivalent overlapping years of further education) while increasing the fees payable in later years of degree study. Separate provision could be made, if desired, for designated "priority" areas such as medicine, science and engineering. 

The overall aim would be to reduce the deterrent effect of fees on potential entrants to further and higher education, while also increasing the incentive to enter employment after acquiring intermediate-level qualifications such as Higher National awards. People thinking of completing first degree courses would have to give more attention to the likely pay-off in terms of post-degree salary and career prospects. However, those individuals who did not choose to carry on with full-time higher education would retain the option to complete first degrees in later life, often by studying part-time. 

It is also necessary to re-open the question of top-up fees levied by individual universities. A flat-rate tuition fee - in reality a government-imposed top-up fee - takes no account of the differences in academic standards and objectives that have emerged in UK higher education in recent years. 

For example, it is hard to see how leading British universities will be able to maintain world-class standards in research and teaching, as well as the supporting infrastructure, without the freedom to charge higher fees than those commanded by institutions with a regional or local focus. 

Moreover, some universities and colleges with a "mission" to meet the needs of local communities might prefer to discount standard fees to certain groups, or for certain courses such as vocational diplomas. They can already do this with part-time fees. Once individuals have to pay for full-time courses as well, it is hard to see why tuition fee differentiation for those courses should not be brought in. 

Allowing universities to compete on price could have many positive effects. Any institution would be free to adopt strategies designed to alter its market position. As the competitive process unfolded, course costs would probably start to bear more relation to the subsequent earnings prospects of graduates. The choices made by prospective students would thus be better informed. 

In a price-competitive market of this kind, the most prestigious universities would have an incentive to develop scholarships and bursaries to ensure they are not excluding bright students from low-income families. The government could even craft policies to ensure this. And there are already signs of some UK employers' willingness to pay off the student debts incurred by sought-after graduates. 

However, the government should consider further interventions to alleviate the worst deterrent effects of imposing tuition fees. 

These could include a national system of scholarships and bursaries, to be awarded on a mix of merit and income criteria. 

There should also be a new "learning bank", which would provide loans on favourable terms - to be repaid according to subsequent income - to students throughout further and higher education. 

Until such a learning bank, linked to a national system of individual learning accounts, is up and running, means-tested student grants should be made available to help meet both tuition and students' living costs. 

Geoff Mason is research fellow at the National Institute of Economic and Social Research. David Robertson is professor of public policy and education at Liverpool John Moores University. 
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The government's training policy based on individual employee learning accounts is inadequate, the leaders of two of Britain's largest trade unions said yesterday. 

They called on ministers to impose a compulsory training levy on all employers equivalent to 2% of their payroll - a proposal Tony Blair, the prime minister, has already rejected. Bill Morris, general secretary of the TGWU union, and John Edmonds, the GMB union's general secretary, said Labour's proposals, which aim to improve skills and business performance, were "unlikely" to close the skills gap that separates the UK from competitors, especially Germany. 

A joint document from the unions argues Labour's plan depends "too much on employers voluntarily undertaking skills training, when experience has shown too few are ready to do so of their own accord". It calls for a more powerful approach requiring the "poacher to pay", with employers investing 2% of their pay bill in training. Financial penalties would be imposed on any employer which fell short of that target, "perhaps through the employer national insurance contribution system". 

The union leaders said they looked to government "to take the lead in stimulating a fresh approach" by removing "the option for employers to opt out of their training responsibilities". Mr Edmonds said a new training culture needed to be developed in the UK. But "without the mandatory involvement of employers and a deep and committed role for government there can be no successful transformation of Britain's training system", he said. 

The unions believe employers will "continue to ignore the urgings of government" to provide training. They criticise the existing Investors In People scheme for "falling well short of what was hoped for it, especially among small and medium-sized firms". 

Mr Morris and Mr Edmonds are also "sceptical" about individual learning accounts for employees. They argue that these "look better geared to a graduate going to business school than a shift worker short on computer skills". 

The leaders say they are "seriously concerned" that individual learning accounts will widen the training gap between those in receipt of training and those who receive little or none. "It is difficult to see those in the greatest need of training - those without basic skills and those most likely to be unemployed or on very low incomes - will be able to afford the #25 matched funding required to receive the government's contribution of #150 for each learning account," says their report. It also questions whether #175 is enough to buy purchase proper training. Training for Success, from the TGWU, tel: 0171-828 7788, or the GMB, tel: 0181-944 7129. Free. 
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Larry Elliott on the Chancellor's mission to compete abroad

GORDON BROWN sits quietly in a corner of the Beer Castle, a rather seedy enclave of old Britain in the new Hong Kong, sipping a glass of white wine and watching a large TV screen with a direct feed of the Chelsea-Arsenal game 8,000 miles away.

It is a jolly evening. The Chancellor, in town for the annual meeting of the International Monetary Fund, is surrounded by his closest aides at the Treasury - his special adviser Ed Balls and press spokesman Charlie Whelan. Gus O'Donnell, once John Major's press secretary, is there too in his role as the UK's man at the IMF.

The match is evidence of how British football has changed since the last time Labour was in power. Four of the five goals are scored by foreign imports, Chelsea's manager, Ruud Gullit is a Dutchman, Arsenal's Arsene Wenger is a Frenchman. The message, unmistakably, is that there is no going back to lace-up footballs, the two-three-five formation and Stanley Matthews. Life has changed.

This is a theme Mr Brown returns to 24 hours later, in a discourse on the problems of the UK economy. The Chancellor is not one of the Cabinet members for whom socialism is a dirty word. He gets irritated at those who argue that Labour has sold its soul to the free market and is now indistinguishable from the Conservatives.

"In every decade up to the 1970s, governments could pursue siege economic policies," he said in an interview with the Guardian. "They could operate within national boundaries. We now live in a world were you can't avoid international pressure."

Operating in this environment, Mr Brown says, means that any government - be it of the right, left or centre - depends on its credibility with the markets if it wants to raise capital for investment. But this does not mean that everything has to be left to market forces.

"The role of government changes," the Chancellor says. "It doesn't mean that there is no role for government, but the role of government is not the same as it was 50 years ago. It means equipping people to succeed, taking action where there are gaps and inequalities to be tackled."

To an extent, the IMF and World Bank meeting bears out the Chancellor's point. James Wolfensohn, World Bank president, made a speech about inclusion and global equity so laden with New Labour buzzwords that any cabinet minister would have been proud to deliver it at next week's party conference. Michel Camdessus, managing director of the IMF, talked longingly of the need to foster solidarity, a word rarely heard at similar gatherings in the high summer of Thatcherism a decade ago.

 As such, the Chancellor says, it is not just the left which has changed and adapted over the past few years, but the right as well. Mr Wolfensohn freely admits that the World Bank's big-bang approach of the past has failed, and that policies need to be smarter and responsive to what people actually need.

Mr Brown agrees. "We are reasserting the idea of government as the expression of the people's will. There are areas where without government action there would be huge inequalities. Our responsibilities are very direct indeed."

This will be the Chancellor's theme on Monday, when he will argue that the modernisation of the Labour party was only the prelude to a second and more important revolution, the modernisation of the UK. "It's what I want to do. We should focus on the issues that matter. That means action against unemployment as action against inequality and poverty. The idea is to generate a national crusade against unemployment and poverty."

For the moment, the voters seem to like what they see. A Gallup poll to be published on Monday will show that Mr Brown is easily the most popular Chancellor since the war, with a 70% approval rating. Kenneth Clarke nev er managed to creep above 40%, while Norman Lamont scored only 18% when he was sacked in the spring of 1993.

Although Mr Brown has been dubbed the sexiest man in Britain, not everybody is a fan. The Governor of the Bank of England, Eddie George, is still nursing the bruises from the decision to hand banking supervision over to a new City watchdog body - a move the Bank saw as vicious. There are grumbles from inside the Treasury about the way Mr Brown and his advisers seem to be running everything. And the resentment felt by some of the Cabinet at Mr Brown's involvement in every aspect of government business was evident by the story in last Sunday's newspapers saying, wrongly, that the Chancellor had forced his colleagues to decline their #43,000 pay increase.

Mr Brown seems impervious to the criticism. He likes getting his own way, and usually gets it, as a small example in Hong Kong illustrated. Treasury officials said a segment of the Chancellor's speech should be excised because it attacked the Conservatives. This, they said, simply wasn't done. Governments, by tradition, didn't go abroad and trash previous administrations. Mr Whelan explained that life was different now. Mr Brown backed his spin doctor. The passage having a dig at Ken Clarke stayed in.

Colleagues who try to obstruct the anti-poverty programme are likely to suffer a similar fate. The strategy has three prongs. First, job creation, with the Government pledging itself to policies designed to ensure "high and stable levels of employment", the phrase used in the 1944 white paper which lay behind the post-war years of Keynesian plenty. This will be centred on Welfare to Work, funded by #5bn raised from the windfall tax on the privatised utilities.

"I want to mobilise everybody in society, from the churches to young people, against unemployment. I want to see companies pledging themselves to take action," the Chancellor said.

With the official unemployment total below 1.5m for the first time in 17 years, doubts have been raised recently - both from inside the Treasury and from outside - about whether Welfare to Work is necessary. And, if it is, whether the target for help should be the hard-core adult unemployed rather than 18-24-year-olds who have been jobless for six months or more.

Interestingly, Mr Brown is placing more emphasis on helping other groups to find work with this so-called New Deal for the unemployed. "The aim is to help four separate sets of people - the young, the long-term jobless, single parents and the disabled," he said.

The second strand to the programme will be making work pay - through a mixture of the minimum wage, a 10 pence starting rate of tax and a radical overhaul of the tax and benefits system designed to lift low-paid workers out of the poverty trap.

"There have got to be long-term changes to the tax and benefit system," the Chancellor says, adding that he wants to move ahead with the minimum wage as quickly as possible. "There are usually two main arguments made for the minimum wage - social justice and economic efficiency. But I think there is a third argument, which is that the state ends up subsidising employers paying poverty wages through the family credit top-up."

As a result, the Government is planning to replace family credit with the minimum wage and a system of tax credits. Mr Brown can expect howls of protest from Whitehall about the huge administrative problems this will cause, but along with independence of the Bank of England it was one of his priorities on entering the Treasury. It will be the centrepiece of next spring's Budget.

Finally, Mr Brown wants to improve Britain's skills, so that workers have more job security and a better chance of moving on to better-paid jobs. He allocated #5m in the Budget for preparatory work on the University of Industry and in addition is urging the TUC to set up its own university. A new system of Individual Learning Accounts is planned to allow workers to enhance the value of their labour throughout their working lives.

"I want to see more people equipped with the best skills. The inequalities that breed other inequalities are the inequalities of the workplace," he said.

Brown sets out to make Britain work - Chancellor's statement - The Speech - Budget.
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More cash pledged to help the old, the unemployed and struggling families.

The following are extracts from Gordon Brown's speech to the Commons yesterday.

THE purpose of this, the first annual pre-Budget statement, is to report the Government's assessment of the economy; to outline our Budget aims; and to encourage an informed debate on the detailed choices before us. To achieve our national economic objectives - high and stable levels of growth and employment - the next Budget must address three challenges.

The first challenge is to increase our productivity. Britain today is some 20% less productive than our main competitors and has been for years. Second, the challenge of employment - 3.5m working age house holds - almost 20% - have no one earning a wage. And third, the challenge of stability. For 40 years our economy has an unenviable history, under governments of both parties, of boom and bust. Stop-go has meant higher interest rates, less investment, fewer successful com panies and lost jobs. It has been the inevitable result of a failure to take the long-term view.

So the real choice facing Britain in the coming Budget and beyond is between muddling through as we have done for decades from one stop-go cycle to another, or breaking with our past, burying short-termism and securing long-term strength through stability, sustained increases in productivity and employment opportunity for all.

This is not a challenge for Government alone. It is a challenge that must also engage both the understanding and the commitment, and indeed, the energies of all of us, Government, managers, investors and workforce. So at the heart of this pre-Budget report is the recognition that only by greater openness and informed debate can this country achieve that shared understanding of the tasks ahead and that shared sense of national economy purpose that has eluded us for so long.

CREATIVE INDUSTRIES

The key to strong public services is long-term prosperity through higher productivity. Government, industry and people together must now work to remove all barriers to productivity: in product markets through encouraging competition and innovation; in capital markets through measures to enhance growth and investment, not least for innovative small businesses; and in the workplace through encouraging the creativity and flexibility of inventors, managers and workforces.

After our successful Budget initiative of July to encourage one of the most neglected of our creative industries - film - it is time to do more to encourage other creative industries where from science, computer software and communications to design, fashion and music, our British genius for creativity has made Britain a world leader.

This year, entrepreneurs in small and medium sized companies can draw on our #200m doubling of capital allowances to invest in new technology. From next year the new National Endowment for Science, Technology and the Arts will make grants to encourage creative talents.

But I can also say today, that in advance of the Budget, the President of the Board of Trade and I are examining how, to improve productivity, we can help leading-edge businesses gain funds to develop new technologies; how we can improve Britain's poor record of investment in research and development; and how we can make it easier for small businesses to draw on venture capital to create jobs and a more entrepreneurial culture.

Our poor record on investment in Britain also reflects our low level of national saving. Half the adult population have hardly any savings at all. To encourage more people to save we will introduce from April 1999 new individual savings accounts, the details of which will be put out to consultation next Tues day. But there is one decision on investment that should not be delayed. In July we implemented the first stage of corporate tax reform, cutting the main rate of corporation tax by 2% to 31%, its lowest level ever. And, following the abolition of payable tax credits, we began to consult, as promised, on the second stage.

Advance corporation tax is now a hindrance to sensible business planning. Britain needs a reformed system that matches the needs of modern companies and favours the long term. So to allow companies to plan I can confirm today that in April 1999 advance corporation tax will be abolished. At that point we will begin the move to paying corporation tax by quarterly instalments. Small companies will be exempt from this and special arrangements will be made for medium-sized companies. We will phase in the change over four years.

To help ease the transition, and to take one stage further our pro-business and pro-investment agenda, I can announce that in the Budget, the main rate of corporation tax will be cut again by 1% to 30% from April 1999 - the lowest tax rate of any major industrialised country.

EMPLOYMENT

In July we said that instead of simply compensating people for unemployment, our priority is to tackle the root causes of unemployment and poverty by providing new opportunities for work. The Government has been addressing all the obstacles that prevent people taking up and benefiting from work:

* the absence of marketable skills

* the failure of the tax and benefits system to make work worthwhile

* the poverty and unemployment traps that for far too many mean that work does not pay

* the lack of employment opportunities

* the scarcity of affordable childcare.

We have concluded that to help people move from benefits to wages, nothing less than a comprehensive tax and benefit reform and the modernisation of the welfare state is required. This strategy involves three basic elements: providing skills for work, making work pay and creating new job opportunities.

First, to offer skills for work, the Secretary of State for Education and Employment will shortly publish proposals for Individual Learning Accounts and for the University for Industry. Secondly, I want everyone who can work to be better off in work than on benefit. So the Government now proposes an integrated tax and benefit plan involving action at every level.

To maximise the rewards from work, a 10p starting rate of tax and a reform of benefit tapers will be introduced when it is prudent to do so.

WORKING FAMILIES

To ensure that work pays for families with children, we propose a working families tax credit, backed up by affordable child care. And to ensure the rewards of these reforms flow directly to the employee we are committed to a statutory minimum wage.

We will now consider in detail the working families tax credit; cash paid through the wage packet directly to families on low incomes, side by side with the minimum wage. The proposal would build on the successful elements of family credit, and involve better help through the tax system for childcare costs.

We will now also consider the future structure of national insurance for the low paid. Some low-paid employees face marginal tax rates of over 100%. To improve rewards from work, to simplify administrative burdens on employers and to encourage them to take on more people, it is now right to consider the scope for bringing the national insurance structure for the low paid more closely into line with income tax.

And finally, there are men and women who have been excluded for too long and who need extra help to get back into work. In the Budget we made a start by announcing a new deal worth #4bn that provides jobs for young unemployed, the long-term unemployed, lone parents and the disabled.

The new deal for the young unemployed will start in pilot form in January and extend nationwide for the young unemployed in April, with the support of some of our best known companies. I can also announce today that some of Britain's leading bus and rail companies have agreed to play their part by introducing a new travel pass for young people on our new deal, cutting by at least 50% their travel fares."

Helping lone parents into work is the most effective long-term way to tackle their family poverty. The new deal for lone parents began in eight areas in July. Already it is yielding results where it counts - in higher living standards for lone-parent families. So from next year our Welfare to Work programme will be extended to help every lone parent who wants advice and help. And from April every single parent coming on to benefit will be offered help to find work if that is what she or he wants.

AFTER-SCHOOL CLUBS

Lone parents need and have a right to expect affordable child care. Indeed, since May the Secretaries of State for Social Security and Education

and Employment have been working with the Treasury on plans to make a reality of a national childcare strategy. And, paramount in our family policy, are the interests of the child.

Tomorrow they will announce a five-year plan to extend out-of-school childcare clubs to every community in Britain. Funds will be available to set up as many as 30,000 new out-of-school clubs, which will provide places for nearly one million children. The total cost, #300m over five years, will be shared between the Exchequer and the new opportunities fund. To staff the new clubs 50,000 young people across Britain will be offered training as childcarers through our welfare to work programme.

Under our plan, every lone parent who needs it will be able to find an out-of-school club in their community. A national childcare strategy is no longer the ambition of workless parents. It is now the policy of this country's Government.

Today while nearly one in five working age households have no one working, we also have extensive skill shortages throughout our economy. The proportion of manufacturing firms reporting skill shortages is up 70% on a year ago.

We will now introduce pilot projects nationwide under which any employer who takes on and trains a young or long-term unemployed person and keeps them on, can now receive up front three quarters of their new deal allocation thus giving immediate help with training costs - in the case of young people about #1,700 and for the long-term unemployed, #1,500.

HELP FOR THE OLD

There is one announcement that I promised to make today. Following a review by Customs and Excise which will be published tomorrow I have decided that VAT on the installation of energy saving material under existing grant schemes, such as the home energy efficiency scheme will be cut from 17.5% to 5% in the spring Budget. This will mean that the funds under these schemes will go further, helping to insulate 40,000 more homes per year.

We must help the thousands who do not claim benefits and who need them most. The Secretary of State for Social Security is announcing today that she will finance a number of pilot projects so that we can find the best ways of encouraging improved benefits take-up by the poorest pensioners.

We have already cut VAT on fuel and power to 5%, as we promised. But it would be wrong to wait until we have the results of our pensions review to take action to help the elderly with winter fuel bills.

At the moment, although the poorest do get some help through cold weather payments, these payments only go to those on income support and they generally have to wait until after the cold weather until help is available.

They are of no help at all to most pensioners, including the million not getting their income support entitlements, no help to those on the margins of poverty and of doubtful help even to those who do qualify who often don't know whether they can afford to spend extra money on fuel when it is cold.

The Secretary of State for Social Security and I are simply not prepared to allow another winter to go by when pensioners are fearful of turning up their heating even in the coldest winter days because they do not know whether they will have the help they need for their fuel bills.

For this winter and next every pensioner household will receive #20 extra to help with their bills. And every pensioner household on income support - nearly two million - will receive #50 extra. The cost will be met from reallocating the savings on our contributions to the European budget and the money will be paid in time to meet winter fuel bills.

(c) Times Newspapers Ltd, 1997.
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THE purpose of this, the first annual pre-Budget Statement is to report the Government's assessment of the economy; to outline our Budget aims; and to encourage an informed debate on the detailed choices before us.

The real choice facing Britain in the coming Budget and beyond is between, on the one hand, muddling through as we have done for decades from one stop-go cycle to another. Or, on the other hand, breaking with our past, burying short-termism and securing long-term strength through stability, sustained increases in productivity, and employment opportunity for all.

Stability

We said in our manifesto that we would work within existing spending limits. This we are also achieving, as we promised. The deficit has fallen from 4.5% of national income two years ago to just 1.5% this year, and 0.75% in 1998-99, well within the Maastricht criteria. There is a risk that the structural deficit - which takes account of the economic cycle - may turn out to be larger. So this summer and autumn, hard decisions had to be made on both interest rates and deficit reduction and I am now more optimistic that we are on course to put the economy on track for stable and sustainable growth.

It is because the borrowing levels we inherited are costing the country #25bn a year in interest payments alone, which is more than our country's total budget for schools, that we had to act. Our aim is to reduce the huge sums spent simply servicing debt, in order that more of our money can be spent on meeting the people's priorities.

By reallocating resources we will be investing an additional #2.3bn in education. And this year we will invest an extra #300m in patient care in the NHS - and next year an extra #1.2bn - over and above that planned by the last government. As our comprehensive spending review reallocates resources towards higher priority areas there will be real year on year increases in spending on front-line patient care.

The productivity challenge

After our successful Budget initiative of July to encourage one of the most neglected of our creative industries - film - it is time to do more to encourage other creative industries where from science, computer software and communications to design, fashion and music, our British genius for creativity has made Britain a world leader. This year, entrepreneurs in small and medium sized companies can draw on our #200m doubling of capital allowances to invest in new technology. From next year the new National Endowment for Science, Technology and the Arts will make grants to encourage creative talents.

Our poor record on investment in Britain also reflects our low level of national saving. Half the adult population have hardly any savings at all. To encourage more people to save we will introduce from April 1999 new individual savings accounts, the details of which will be put out to consultation next Tuesday.

In July we implemented the first stage of corporate tax reform, cutting the main rate of corporation tax by 2% to 31%, its lowest level ever. And, following the abolition of payable tax credits, we began to consult, as promised, on the second stage.

Advance corporation tax, it has become abundantly clear, is now a hindrance to sensible business planning and investment decisions. So to allow companies to plan ahead I can confirm today that in April 1999 advance corporation tax wil l be abolished. At that point we will begin the move to paying corporation tax by quarterly instalments. Small companies will be exempt from this change and special arrangements will be made for medium sized companies. We will phase in the change over four years.

To help ease the transition in the Budget the main rate of corporation tax will be cut again by 1% to 30% from April 1999 - the lowest tax rate of any major industrialised country.

The employment challenge

The July Budget started from the understanding that the greatest waste of our economic potential and the most serious cause of poverty is unemployment, denying opportunity to 3.5m working age households where no one works. In the last few months, with the help of Martin Taylor, the Government has been systematically addressing all the obstacles that prevent people taking up and benefiting from work. We have concluded that to help people move from benefits to wages, nothing less than a comprehensive tax and benefit reform and the modernisation of the welfare state is required. This strategy involves three basic elements: providing skills for work; making work pay; and creating new job opportunities.

First, to offer skills for work, the Secretary of State for Education and Employment will shortly publish proposals for Individual Learning Accounts and for the University for Industry.

Secondly, I want everyone who can work to be better off in work than on benefit. So the Government now proposes an integrated tax and benefit plan involving action at every level. To maximise the rewards from work, a 10p starting rate of tax and a reform of benefit tapers will be introduced when it is prudent to do so.

To ensure that work pays for families with children, we propose a working families tax credit, backed up by affordable child care; and to ensure the rewards of these reforms flow directly to the employee we are committed to a statutory national minimum wage.

We will now consider in detail the working families' tax credit; cash paid through the wage packet directly to families on low incomes, side by side with the national minimum wage. The proposal would build on the successful elements of family credit, and involve better help through the tax system for child care costs. Under the current system, some low paid employees face marginal tax rates of over 100%.

To improve rewards from work, to simplify administrative burdens on employers, as we want to do, and to encourage them to take on more people, it is now right to consider the scope for bringing the national insurance structure for the low paid more closely into line with income tax.

There are men and women who have been excluded for too long and who need extra help to get back into work. In the Budget we made a start by announcing a new deal worth #4bn that provides jobs for young unemployed, the long-term unemployed, lone parents and the disabled. The new deal for the young unemployed will start in pilot form in January and extend nationwide for the young unemployed in April, with the support of some of our best known companies. I can also announce today that some of Britain's leading bus and rail companies have agreed to play their part by introducing a new travel pass for young people on our new deal, cutting by at least 50% their travel fares.

Helping lone parents into work is the most effective long-term way to tackle their family poverty. The new deal for lone parents began in eight areas in July. Already it is yielding results where it counts - in higher living standards for lone parent families. So from next year our welfare to work programme will be extended to help every lone parent who wants advice and help. Lone parents need and have a right to expect affordable child care. Indeed, since May the secretaries of state for social security and education and employment have been working with the Treasury on plans to make a reality of a national child care strategy.

Tomorrow they will announce a five year plan to extend out-of-school childcare clubs to every community in Britain. Funds will be available to set up as many as 30,000 new out-of-school clubs, which will provide places for nearly 1m children. The total cost, #300m over five years, now budgeted for in our plans, the biggest ever investment in childcare, will be shared between the Exchequer and the new opportunities fund. To staff the new clubs 50,000 young people across Britain will be offered training as childcarers through our welfare to work programme.

The need for responsibility

The reality of the more complex and flexible labour markets of Britain today is that pay decisions are made not by the few in smoke-filled rooms but by millions of employees and employers across the country. And the more that we all take a long-term view of what the economy can afford, the more we will be able to have job creation and keep inflation and interest rates as low as possible. So we must all be long-termists now. The reforms we are introducing will take time. But it is in no one's interest if today's pay rise threatens to become tomorrow's mortgage rise.

I have today submitted this new evidence to the Public Sector Pay Review Bodies and met their chairmen to explain the choices before us.

And just as the Government is offering leadership with responsibility in its monetary policy and the management of the public finances, so must business leaders and workforces match this with responsibility throughout the whole economy. This means responsibility, not just on the shop floor but also from Britain's boardrooms outwards - where in the interests of all there must be moderation not excess and where an example should be set.

Fairness in taxation

A fair and open approach to taxation will also be central to our Budget consultations now under way: on North Sea oil; on alcohol and tobacco where the review will conclude early next year; and charities which is working towards a consultation document next spring.

On Thursday the Deputy Prime Minister will publish a consultation paper on ways to help deal with water pollution, with a view to making proposals in the Budget. Together we are also looking at how the tax system can reflect our environmental objectives, and will do so in the light of decisions at Kyoto.

I have decided that VAT on the installation of energy saving material under existing grant schemes, such as the home energy efficiency scheme will be cut from 17.5% to 5% in the spring Budget. This will mean that the funds under these schemes will go further, helping to insulate 40,000 more homes per year.

Help for pensioners

After the publication of the National Asset Register yesterday there will be new scope to reallocate resources to high priority capital spending. I can announce one further reallocation today. I now expect our net payments to the European Union to be some #400m lower than budgeted.

The Secretary of State for Social Security and I are simply not prepared to allow another winter to go by when pensioners are fearful of turning up their heating even in the coldest winter days because they do not know whether they will have the help they need for their fuel bills.

For this winter and next every pensioner household will receive #20 extra to help with their bills. And every pensioner household on income support - nearly 2m - will receive #50 extra. The cost will be met from reallocating the savings on our contributions to the European budget and the money will be paid in time to meet winter fuel bills.

This is a government that keeps its promises and is prepared to take action where action needs to be taken. A government that is meeting the people's priorities, even as we confront the difficult choices our country must make to build for the long term.

Our approach to the coming Budget shows we are already setting a new course for Britain and building a united country where everyone has opportunity and everyone a contribution to make.
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INCENTIVES for employers to take on and train young and long-term unemployed were unveiled by Gordon Brown yesterday as part of the Government's strategy to tackle skills shortages.

The Chancellor warned that the economy could be derailed if action were not taken to increase the nation's skills base: "The more people who returned to the world of work, and the more we tackle skill shortages, the less pressure there is on employers to bid up wages in the short term."

The Teasury is concerned that the economy is now at a point where, in the past, skills shortages have put a brake on further falls in unemployment.

A task force will be established to advise the Government on how to tackle the problem. In addition, employers will receive immediate help with training costs, giving them #1,700 for every young person and #1,500 for every long-term jobless person they took on.

The Government is to publish shortly details of its proposed University for Industry and plans for individual learning accounts, a sort of bank account used to finance personal training.

A report accompanying the pre-Budget statement points out that technological developments and new forms of work organisation tended to exclude those with poor skills, while countries like the UK are increasingly specialising in products which required skilled labour. Only 54% of men aged 50 to 64 with no qualifications were in work.

The Treasury said that apart from basic literacy and IT skills, workers needed access to lifelong learning in order to respond to structural shifts in the economy.

Recent data showed that nearly a fifth of skilled manual workers suffered from low numeracy, while for the semi-skilled, this percentage rose to more than a third. The Government's recognition of the problem was welcomed by employers' leaders. The Engineering Employers' Federation said: "There is a need to address skills shortages, especially in engineering."
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The Government launched a new approach to management of the public finances yesterday by promising to consult on all aspects of the budgetary process. The Government promised that the Budget would contain detailed measures to root out tax avoidance and would include reform of capital gains tax.

Budgets have traditionally been characterised by a large element of surprise, with most of their measures on taxation taking immediate effect.

The Chancellor wants to take this speculative element out of the process, so that Budgets are seen more as a rolling programme of evolution and development, with most measures subject to detailed debate before implementation. To this end, a series of consultations were announced yesterday.

The Chancellor said he wanted a national debate on the main economic issues facing Britain as he opened up the Government's thinking on economic policy for public scrutiny and comment before final Budget decisions were made.

In his pre-Budget statement, Gordon Brown insisted: "We are consulting in all areas where it is right to consult, taking action in all those areas where action is needed and putting to the country the choices for debate - choices that can be made only by all of us."

Besides the Treasury's 112-page "Pre-Budget Report" detailing the Government's long-term economic objectives, the Chancellor also published "A Code for Fiscal Stability", intended to encourage transparency and openness in the way the public finances are managed, and a consultation on the proposed abolition of advance corporation tax.

Government proposals for new individual savings accounts, intended to replace PEPs and Tessas and to be introduced from April 1999, are to be published next Tuesday.

Also promised shortly are proposals from the Secretary of State for Education and Employment for "individual learning accounts" and for the University for Industry.

Other consultations under way include anti-tax-avoidance measures, and the taxation of North Sea oil, alcohol, tobacco and charities. Proposals on how the tax system can be made to reflect the Government's environmental objectives are to be published in time for next week's summit in Kyoto, Japan. Longer-term reviews include the future of second-tier pension arrangements and measures for an integrated tax and benefit plan.

Mr Brown said that his pre-Budget report would help "build the foundations of a shared understanding and sense of national economic purpose between government, business and individuals. This is essential if Britain is to succeed in the global market place".
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* FORECASTS: growth of 2.75% in 1998 and 1.5-2% in 1999-2000 possible if planned reforms achieved 

* ACT: abolished from April 1999. From then corporation tax to be paid quarterly; small companies exempt from this and special arrangements for medium-sized companies; change phased in over four years 

* CORPORATION TAX: cut by 1% to 30% from April 1999 

* INCOME TAX: 10p starting rate and reform of benefit tapers 'when prudent to do so' 

* TAX CREDITS: working families' tax credit for low paid 

* CHILDCARE: five year plan to extend out-of-school childcare clubs across Britain; up to 30,000 clubs to provide 1m places, with total cost of #300m over five years shared between Exchequer and new Opportunities Fund; staffed by 50,000 young people trained through welfare-to-work scheme 

* PENSIONERS: every pensioner household to get #20 extra this winter and the next to help with heating bills; every pensioner household on income support to get #50 extra; cost met from reallocating savings on net payments to the European Union, which are #400m lower than budgeted 

* TRAINING: proposals to be published for individual learning accounts and university for industry; pilot projects introduced in which employers who train the young or long-term unemployed and keep them on will get 75% of New Deal allocation up-front, giving immediate help with training costs 

* NATIONAL INSURANCE: reform of system for low paid 

* SAVINGS: details of new individual savings accounts planned from April 1999 to be put to consultation next Tuesday 

* ENVIRONMENT: VAT on the installation of energy saving materials under existing grant schemes cut from 17.5% to 5% in spring Budget 

* PAY: plea for restraint; 'wage responsibility is a price worth paying to achieve jobs now and prosperity in the long term' 

* FISCAL MANAGEMENT: code for fiscal stability to be published; government will have duty to report to parliament on how it is meeting its fiscal rules 

Copyright Financial Times Limited 1997. All Rights Reserved. 
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The purpose of this, the first annual pre-Budget Statement, is to report the government's assessment of the economy; to outline our Budget aims; and to encourage an informed debate on the detailed choices before us. 

To achieve our national economic objectives - high and stable levels of growth and employment - the next Budget must address three challenges. 

The first challenge is to increase our productivity. Britain today is some 20% less productive than our main competitors and has been for years. 

Second, the challenge of employment: 3 1/2m working-age households - almost 20% - have no one earning a wage. 

And third, the challenge of stability. For 40 years our economy has an unenviable history, under governments of both parties, of boom and bust. Stop-go has meant higher interest rates, less investment, fewer successful companies and lost jobs. It has been the inevitable result of a failure to take the long-term view. 

So the real choice facing Britain in the coming Budget and beyond is between, on the one hand, muddling through as we have done for decades from one stop-go cycle to another. Or, on the other hand, breaking with our past, burying short-termism and securing long-term strength through stability, sustained increases in productivity, and employment opportunity for all. 

This is not a challenge for government alone; it is a challenge that must also engage both the understanding and the commitment, and indeed, the energies of all of us, government, managers, investors, and workforce together. 

So at the heart of this pre-Budget report is the recognition that only by greater openness and informed debate can this country achieve that shared understanding of the tasks ahead and that shared sense of national economy purpose that has eluded us for so long. STABILITY First, stability. The major industrialised countries are expected to grow by 2 3/4% this year and 2 1/2% next year, despite the recent turbulence we have seen in Asian economies and financial markets. 

It is imperative that governments and central banks around the world remain vigilant. But it is the task of government, at all times, to ensure a long-term and stable framework, exactly the approach this government is pursuing. 

When we came to power, the economy was already facing yet again the very pressures that have produced the boom-bust instability of the past. 

Consumer demand was accelerating, growing three times as fast as industrial production, as over #30bn was released in building society windfall payments. Inflation was predicted to go far beyond its 2 1/2% target and expected at that time to rise towards 4% next year; all this was happening because the necessary decisions on monetary and fiscal policy had not been taken. 

It is because this government has learned the lessons from past instability when interest rates rose into double figures that, starting in May, we put in place a new monetary and fiscal framework. Following our reforms at the Bank of England, long-term interest rates have come down. No one doubts the Bank of England's determination to achieve the government's inflation target. 

With our five-year deficit reduction plan, public borrowing which was #23bn last year, is now forecast, excluding the windfall tax revenue, to be #12bn this year and #6bn next year. 

We said in our manifesto that we would work within existing spending limits. This we are also achieving, as we promised. The deficit has fallen from 4 1/2% of national income two years ago to just 1 1/2% this year, and 3/4% in 1998-99, well within the Maastricht criteria. 

There is a risk that the structural deficit - which takes account of the economic cycle - may turn out to be larger. So we will be both cautious and prudent and I can tell the House we will learn the lessons of 1988 when it was wrongly assumed the structural deficit had disappeared and the penalty was the return of boom and bust. 

And while I recognise the concerns of exporters about the exchange rate, I also understand that what companies fear most is a return to the boom-bust instability of the past. 

So this summer and autumn, hard decisions have had to be made on both interest rates and deficit reduction and I am now more optimistic that we are on course to put the economy on track for stable and sustainable growth. 

And it is to reinforce our commitment to the long term that we will publish proposals for a code for fiscal stability. We will legislate so that there is a duty on government to report to parliament on how it is meeting its fiscal rules. In this way everyone can plan for the future on a much clearer and better-informed basis. 

Let me explain why meeting our fiscal rules matters so much, and why they are essential preconditions for long-term social and economic progress. 

It is because the borrowing levels we inherited are costing the country #25bn a year in interest payments alone, which is more than our country's total budget for schools, that we had to act. Our aim is to reduce the huge sums spent simply servicing debt, in order that more of our money can be spent on meeting the people's priorities. 

The prize for this country - valued especially by a government which is committed to good public services - is sustainable public finances that allow consistent and long-term investment in our priorities. 

By reallocating resources we will be investing an additional #2.3bn in education. And this year we will invest an extra #300m in patient care in the NHS - and next year an extra #1.2bn - over and above that planned by the last government. 

And I can tell the House that - as our comprehensive spending review reallocates resources towards higher-priority areas - there will be real year-on-year increases in spending on front-line patient care. PRODUCTIVITY CHALLENGE The key to strong public services is long-term prosperity through higher productivity. Government, industry and people together must now work to systematically remove all barriers to productivity: in product markets through encouraging competition and innovation; in capital markets through measures to enhance growth and investment, not least for innovative small businesses; and in the workplace through encouraging the creativity and flexibility of inventors, managers and workforces. 

After our successful Budget initiative of July to encourage one of the most neglected of our creative industries - film - it is time to do more to encourage other creative industries where from science, computer software and communications to design, fashion and music, our British genius for creativity has made Britain a world leader. 

This year, entrepreneurs in small and medium-sized companies can draw on our #200m doubling of capital allowances to invest in new technology. From next year the new National Endowment for Science, Technology and the Arts will make grants to encourage creative talents. 

But I can also say today, that in advance of the Budget, the president of the board of trade and I are examining how, to improve productivity, we can help leading-edge businesses gain funds to develop new technologies; how we can improve Britain's poor record of investment in research and development; and how we can make it easier for small businesses to draw on venture capital to create jobs and a more entrepreneurial culture. 

And it is to encourage and reward long-term investment that we are completing a review of capital gains tax, the conclusions of which will be announced in the Budget. 

Our poor record on investment in Britain also reflects our low level of national saving. Half the adult population have hardly any savings at all. 

To encourage more people to save we will introduce from April 1999 new individual savings accounts, the details of which will be put out to consultation next Tuesday. 

But there is one decision on investment that should not be delayed. In July we implemented the first stage of corporate tax reform, cutting the main rate of corporation tax by 2% to 31%, its lowest level ever. 

And, following the abolition of payable tax credits, we began to consult, as promised, on the second stage. Advance corporation tax, it has become abundantly clear, is now a hindrance to sensible business planning and investment decisions. Britain needs a reformed system that matches the needs of modern companies and favours the long term. 

So to allow companies to plan ahead I can confirm today that in April 1999 advance corporation tax will be abolished. At that point we will begin the move to paying corporation tax by quarterly instalments. 

Small companies will be exempt from this change and special arrangements will be made for medium-sized companies. We will phase in the change over four years and we will substantially preserve companies' expectations for using their existing surplus ACT. 

This afternoon the Inland Revenue is publishing full details of the proposed changes. And we will now start consultations on their implementation. 

To help ease the transition, and to take one stage further our pro-business and pro-investment agenda, I can announce that in the Budget, the main rate of corporation tax will be cut again by 1% to 30% from April 1999 - the lowest tax rate of any major industrialised country. 

EMPLOYMENT CHALLENGE The July Budget started from the understanding that the greatest waste of our economic potential and the most serious cause of poverty is unemployment, denying opportunity to 3 1/2m working-age households where no one works. 

In July we said that instead of simply compensating people for unemployment, our priority is to tackle the root causes of unemployment and poverty by providing new opportunities for work. In the last few months, with the help of Martin Taylor, the government has been systematically addressing all the obstacles that prevent people taking up and benefiting from work: 

* The absence of marketable skills; 

* The failure of the tax and benefits system to make work worthwhile; 

* The poverty and unemployment traps that for far too many mean that work does not pay; 

* The lack of employment opportunities; 

* And the scarcity of affordable childcare. 

We have concluded that to help people move from benefits to wages, nothing less than a comprehensive tax and benefit reform and the modernisation of the welfare state is required. This strategy involves three basic elements: providing skills for work; making work pay; and creating new job opportunities. 

First, to offer skills for work, the secretary of state for education and employment will shortly publish proposals for Individual Learning Accounts and for the University for Industry. 

Secondly, I want everyone who can work to be better off in work than on benefit. So the government now proposes an integrated tax and benefit plan involving action at every level. 

To maximise the rewards from work, a 10p starting rate of tax and a reform of benefit tapers will be introduced when it is prudent to do so. 

To ensure that work pays for families with children, we propose a working families tax credit, backed up by affordable childcare. And to ensure the rewards of these reforms flow directly to the employee we are committed to a statutory national minimum wage. 

We will now consider in detail the working families' tax credit; cash paid through the wage packet directly to families on low incomes, side by side with the national minimum wage. The proposal would build on the successful elements of family credit, and involve better help through the tax system for childcare costs. 

We will now also consider the future structure of national insurance for the low-paid. Under the current system, some low-paid employees face marginal tax rates of over 100%. To improve rewards from work, to simplify administrative burdens on employers, as we want to do, and to encourage them to take on more people, it is now right to consider the scope for bringing the National Insurance structure for the low-paid more closely into line with income tax. 

And finally, there are men and women who have been excluded for too long and who need extra help to get back into work. 

In the Budget we made a start by announcing a new deal worth #4bn that provides jobs for young unemployed, the long-term unemployed, lone parents and the disabled. 

The new deal for the young unemployed will start in pilot form in January and extend nationwide for the young unemployed in April, with the support of some of our best known companies. I can also announce today that some of Britain's leading bus and rail companies have agreed to play their part by introducing a new travel pass for young people on our new deal, cutting by at least 50% their travel fares. 

Disabled men and women who want to should also have the right to work. As the first step in implementing the #195m programme for people with disabilities, the secretaries of state for social security and education and employment will be now inviting bids for the first wave of new projects to start in spring 1998. 

Helping lone parents into work is the most effective long-term way to tackle their family poverty. The new deal for lone parents began in eight areas in July. Already it is yielding results where it counts - in higher living standards for lone-parent families. 

So from next year our welfare-to-work programme will be extended to help every lone parent who wants advice and help. And from April every single parent coming on to benefit will be offered help to find work if that is what she or he wants. 

Lone parents need and have a right to expect affordable childcare. Indeed, since May, the secretaries of state for social security and education and employment have been working with the Treasury on plans to make a reality of a national childcare strategy. And, paramount in our family policy, are the interests of the child. 

Tomorrow they will announce a five-year plan to extend out-of-school childcare clubs to every community in Britain. Funds will be available to set up as many as 30,000 new out-of-school clubs, which will provide places for nearly 1m children. 

The total cost, #300m over five years, now budgeted for in our plans, the biggest-ever investment in childcare, will be shared between the Exchequer and the new opportunities fund. 

To staff the new clubs, 50,000 young people across Britain will be offered training as childcarers through our welfare-to-work programme. Under our plan, every lone parent who needs it will be able to find an out-of-school club in their community. A national childcare strategy is no longer the ambition of workless parents. It is now the policy of this country's government. 

Today, while nearly one in five working age households have no one working, we also have extensive skill shortages throughout our economy. The proportion of manufacturing firms reporting skill shortages is up 70% on a year ago. 

We will now introduce pilot projects nationwide under which any employer who takes on and trains a young or long-term unemployed person and keeps them on, can now receive up-front three-quarters of their new deal allocation, thus giving immediate help with training costs - in the case of young people about #1,700, and for the long-term unemployed, #1,500. 

NEED FOR RESPONSIBILITY These skill shortages are a clear sign of the short-term pressures in the economy today that have to be tackled. 

At around this point in every recovery, when inflation and interest rates have risen, a second wave of wage inflation has brought a recurrence of stop-go instability. 

Past governments have allowed themselves to be diverted from their long-term aims because of their inability to deal with short-term pressures. This time we must do everything we can to make sure that the long term takes priority. 

There are three reasons to believe that, provided reform and responsibility go hand-in-hand, it is possible to lay the foundations to deliver both low inflation and high employment over the long term. 

First, the more our welfare-to-work reforms allow the long-term unemployed to re-enter the active labour market, the more it will be possible to reduce unemployment without increasing inflationary pressures. 

Second, tax and benefit reforms, which remove the barriers to work, and structural reforms which promote the skills for work - in other words, government intervention to create a more responsive labour market - can make possible long-term increases in employment, without fuelling inflationary pressure. 

The more people return to the world of work, and the more we tackle skill shortages, the less pressure there is on employers to bid up wages in the short term. 

But third, the reality of the more complex and flexible labour markets of Britain today is that pay decisions are made not by the few in smoke-filled rooms but by millions of employees and employers across the country. 

And the more that we all take a long-term view of what the economy can afford, the more we will be able to have job creation and keep inflation and interest rates as low as possible. 

So we must all be long-termists now. The reforms we are introducing will take time. But it is in no one's interest if today's pay rise threatens to become tomorrow's mortgage rise. 

The worst form of short-termism would be to pay ourselves more today at the cost of fewer jobs tomorrow and lower living standards in the very near future. So wage responsibility is a price worth paying to achieve jobs now and prosperity in the long term. It is moderation for a purpose. 

The choice is between responsibility and reform that would give us higher growth and more jobs; and short-sighted short-termism, which will inevitably mean less growth and fewer jobs. 

In our forecasts for the coming two years, we demonstrate clearly this choice we all face. If the economy works in the same way as in the past, growth might be 2 1/4% next year. But, if we can combine our reforms with responsibility across the economy, it is possible to achieve growth of 2 3/4% next year. Similarly, growth can be 1 1/2% or 2% in 1999-2000. In either case the Bank of England will ensure that inflation comes down to the government's target. 

So the more successful we are in tackling skill shortages and ensuring the success of the new deal, and the more effective the exercise of responsibility in pay determination, the more we can achieve our goals of sustained growth and employment. 

I have today submitted this new evidence to the public-sector pay review bodies and met their chairmen to explain the choices before us. 

And just as the government is offering leadership with responsibility in its monetary policy and the management of the public finances, so that we can achieve higher levels of growth and employment, so must business leaders and workforces match this with responsibility throughout the whole economy. 

This means responsibility, not just on the shop floor, but also from Britain's boardrooms outwards - where in the interests of all there must be moderation, not excess, and where an example should be set. FAIRNESS IN TAXATION But we recognise that if we are to achieve our long-term goals and secure a new sense of economic purpose, then fairness and openness must be at the heart of the approach to every Budget. 

Tax avoidance harms those who pay their fair share of taxes. I give notice today that the Budget will introduce those measures which are needed to root out tax avoidance. 

A fair and open approach to taxation will also be central to our Budget consultations now under way: on North Sea oil; on alcohol and tobacco, where the review will conclude early next year; and charities which is working towards a consultation document next spring. 

In securing the long term, nothing is more important than our approach to the environment. On Thursday the deputy prime minister will publish a consultation paper on ways to help deal with water pollution, with a view to making proposals in the Budget. 

Together we are also looking at how the tax system can reflect our environmental objectives, and will do so in the light of decisions at Kyoto. 

So in this pre-Budget statement we are consulting in all areas where it is right to consult, taking action in all those areas where action is needed, and putting to the country the choices for debate - choices that can be made only by all of us. 

There is one announcement that I promised to make today. Following a review by Customs and Excise which will be published tomorrow, I have decided that VAT on the installation of energy saving material under existing grant schemes, such as the home energy efficiency scheme, will be cut from 17.5% to 5% in the spring Budget. This will mean that the funds under these schemes will go further, helping to insulate 40,000 more homes per year. 

The government will now explore with our European partners the possibility of a reduced rate of VAT for a wider range of energy-saving materials. 

HELP FOR PENSIONERS Our spending review, like our tax policy, is based on allocating resources according to the priorities of investment, employment and fairness. 

So already within this government's tough spending limits we have redistributed resources to priority areas; from the assisted places scheme to cutting class sizes; from the windfall tax paid by the utilities to creating jobs and repairing our schools; from defence and the nuclear programme to the National Health Service. 

And after the publication of the National Asset Register yesterday there will be new scope to reallocate resources to high priority capital spending. 

I can announce one further reallocation today. I now expect our net payments to the European Union to be some #400m lower than budgeted. 

Our pensions review is looking at the long-term future of pension provision in Britain, including how we can do more to support Britain's poorest pensioners. We must help the thousands who do not claim benefits and who need them most. The secretary of state for social security is announcing today that she will finance a number of pilot projects so that we can find the best ways of encouraging improved benefits take-up by the poorest pensioners. 

We have already cut VAT on fuel and power to 5%. As we promised. But it would be wrong to wait until we have the results of our pensions review to take action to help the elderly with winter fuel bills. 

At the moment, although the poorest do get some help through cold-weather payments, these payments only go to those on income support and they generally have to wait until after the cold weather until help is available. 

They are of no help at all to most pensioners, including the million not getting their income support entitlements; no help to those on the margins of poverty; and of doubtful help even to those who do qualify who often don't know whether they can afford to spend extra money on fuel when it is cold. 

The secretary of state for social security and I are simply not prepared to allow another winter to go by when pensioners are fearful of turning up their heating even in the coldest winter days because they do not know whether they will have the help they need for their fuel bills. 

The pensions review will report next year. But we must act in the meantime to help pensioner households. For this winter and next, every pensioner household will receive #20 extra to help with their bills. And every pensioner household on income support - nearly 2m - will receive #50 extra. 

The cost will be met from reallocating the savings on our contributions to the European budget and the money will be paid in time to meet winter fuel bills. So every pensioner household will now see the benefits of this government's cut in VAT on fuel, our abolition of the gas levy, new competition and tougher regulation of the utilities, and now the government's new fuel payment. 

As a result, the average pensioner household will be helped by up to #100 a year, and poorer pensioner households on income support will be helped by up to #130 a year. 

CONCLUSION This is a government that keeps its promises and is prepared to take action where action needs to be taken. 

A government that is meeting the people's priorities, even as we confront the difficult choices our country must make to build for the long term. 

This year, in 1997, we have made a start and we will do more year on year. Our approach to the coming Budget shows we are already setting a new course for Britain and building a united country where everyone has opportunity and everyone a contribution to make. 

Copyright Financial Times Limited 1997. All Rights Reserved. 

Not Available for Re-dissemination.  

BCC calls for action on skills shortages.

By Christine Buckley, Industrial Correspondent.

383 words

Publication date: 1 January 1998

Source: The Times

Page: 37

Copyright Times Newspapers Ltd, 1998

SKILLS shortages are so acute that they are threatening the competitiveness of business, the British Chambers of Commerce (BCC) today claims in a call for urgent government action.

The warning comes as the business organisation prepares to publish a survey that is expected to reveal a lack of abilities in both the basics of reading and writing as well as the newer skills of information technology. The report will be published during the next few weeks.

In a new year's message to members, Ian Peters, deputy director-general of the BCC, said: "1998 looks set to be a year when skills shortages again threaten business competitiveness and create inflationary pressures."

Dr Peters said that while business had to take a role in tackling the problem, the Government must also "take urgent action in some areas". He added: "Preliminary results from our skills survey suggest that small businesses are suffering from IT skills shortages and with the millennium computer bug a major concern, special measures may be needed."

The BCC last year established a task force of business chiefs to review skills needs and employees' abilities. The group, headed by Llew Aviss, micro-electronics personnel director of Siemens, will hold its first meeting this month and produce a report by Easter.

Dr Peters said: "We welcome the Government's initiatives in this area and look forward to the results of David Blunkett's [Secretary of State for Education and Employment] own skills task force. But business must act now to review their own skills needs and get advice on appropriate solutions."

The Government will in the next few weeks publish a White Paper on lifelong learning that will aim to improve employees' skills throughout their careers. The paper, which has been jointly driven by Baroness Blackstone and Kim Howells, the employment and education ministers, will give details of individual learning accounts and the University for Industry.

The University for Industry is a proposed network of training opportunities for workers and those looking to get back to work. The scheme, a pilot of which is being operated in Sunderland, will aim to mirror the Open University in providing highly flexible study programmes.

(c) Times Newspapers Ltd, 1998.
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The purpose of this, the first annual pre-Budget Statement, is to report the government's assessment of the economy; to outline our Budget aims; and to encourage an informed debate on the detailed choices before us. 

To achieve our national economic objectives - high and stable levels of growth and employment - the next Budget must address three challenges. 

The first challenge is to increase our productivity. Britain today is some 20% less productive than our main competitors and has been for years. 

Second, the challenge of employment: 3 1/2m working-age households - almost 20% - have no one earning a wage. 

And third, the challenge of stability. For 40 years our economy has an unenviable history, under governments of both parties, of boom and bust. Stop-go has meant higher interest rates, less investment, fewer successful companies and lost jobs. It has been the inevitable result of a failure to take the long-term view. 

So the real choice facing Britain in the coming Budget and beyond is between, on the one hand, muddling through as we have done for decades from one stop-go cycle to another. Or, on the other hand, breaking with our past, burying short-termism and securing long-term strength through stability, sustained increases in productivity, and employment opportunity for all. 

This is not a challenge for government alone; it is a challenge that must also engage both the understanding and the commitment, and indeed, the energies of all of us, government, managers, investors, and workforce together. 

So at the heart of this pre-Budget report is the recognition that only by greater openness and informed debate can this country achieve that shared understanding of the tasks ahead and that shared sense of national economy purpose that has eluded us for so long. STABILITY First, stability. The major industrialised countries are expected to grow by 2 3/4% this year and 2 1/2% next year, despite the recent turbulence we have seen in Asian economies and financial markets. 

It is imperative that governments and central banks around the world remain vigilant. But it is the task of government, at all times, to ensure a long-term and stable framework, exactly the approach this government is pursuing. 

When we came to power, the economy was already facing yet again the very pressures that have produced the boom-bust instability of the past. 

Consumer demand was accelerating, growing three times as fast as industrial production, as over #30bn was released in building society windfall payments. Inflation was predicted to go far beyond its 2 1/2% target and expected at that time to rise towards 4% next year; all this was happening because the necessary decisions on monetary and fiscal policy had not been taken. 

It is because this government has learned the lessons from past instability when interest rates rose into double figures that, starting in May, we put in place a new monetary and fiscal framework. Following our reforms at the Bank of England, long-term interest rates have come down. No one doubts the Bank of England's determination to achieve the government's inflation target. 

With our five-year deficit reduction plan, public borrowing which was #23bn last year, is now forecast, excluding the windfall tax revenue, to be #12bn this year and #6bn next year. 

We said in our manifesto that we would work within existing spending limits. This we are also achieving, as we promised. The deficit has fallen from 4 1/2% of national income two years ago to just 1 1/2% this year, and 3/4% in 1998-99, well within the Maastricht criteria. 

There is a risk that the structural deficit - which takes account of the economic cycle - may turn out to be larger. So we will be both cautious and prudent and I can tell the House we will learn the lessons of 1988 when it was wrongly assumed the structural deficit had disappeared and the penalty was the return of boom and bust. 

And while I recognise the concerns of exporters about the exchange rate, I also understand that what companies fear most is a return to the boom-bust instability of the past. 

So this summer and autumn, hard decisions have had to be made on both interest rates and deficit reduction and I am now more optimistic that we are on course to put the economy on track for stable and sustainable growth. 

And it is to reinforce our commitment to the long term that we will publish proposals for a code for fiscal stability. We will legislate so that there is a duty on government to report to parliament on how it is meeting its fiscal rules. In this way everyone can plan for the future on a much clearer and better-informed basis. 

Let me explain why meeting our fiscal rules matters so much, and why they are essential preconditions for long-term social and economic progress. 

It is because the borrowing levels we inherited are costing the country #25bn a year in interest payments alone, which is more than our country's total budget for schools, that we had to act. Our aim is to reduce the huge sums spent simply servicing debt, in order that more of our money can be spent on meeting the people's priorities. 

The prize for this country - valued especially by a government which is committed to good public services - is sustainable public finances that allow consistent and long-term investment in our priorities. 

By reallocating resources we will be investing an additional #2.3bn in education. And this year we will invest an extra #300m in patient care in the NHS - and next year an extra #1.2bn - over and above that planned by the last government. 

And I can tell the House that - as our comprehensive spending review reallocates resources towards higher-priority areas - there will be real year-on-year increases in spending on front-line patient care. PRODUCTIVITY CHALLENGE The key to strong public services is long-term prosperity through higher productivity. Government, industry and people together must now work to systematically remove all barriers to productivity: in product markets through encouraging competition and innovation; in capital markets through measures to enhance growth and investment, not least for innovative small businesses; and in the workplace through encouraging the creativity and flexibility of inventors, managers and workforces. 

After our successful Budget initiative of July to encourage one of the most neglected of our creative industries - film - it is time to do more to encourage other creative industries where from science, computer software and communications to design, fashion and music, our British genius for creativity has made Britain a world leader. 

This year, entrepreneurs in small and medium-sized companies can draw on our #200m doubling of capital allowances to invest in new technology. From next year the new National Endowment for Science, Technology and the Arts will make grants to encourage creative talents. 

But I can also say today, that in advance of the Budget, the president of the board of trade and I are examining how, to improve productivity, we can help leading-edge businesses gain funds to develop new technologies; how we can improve Britain's poor record of investment in research and development; and how we can make it easier for small businesses to draw on venture capital to create jobs and a more entrepreneurial culture. 

And it is to encourage and reward long-term investment that we are completing a review of capital gains tax, the conclusions of which will be announced in the Budget. 

Our poor record on investment in Britain also reflects our low level of national saving. Half the adult population have hardly any savings at all. 

To encourage more people to save we will introduce from April 1999 new individual savings accounts, the details of which will be put out to consultation next Tuesday. 

But there is one decision on investment that should not be delayed. In July we implemented the first stage of corporate tax reform, cutting the main rate of corporation tax by 2% to 31%, its lowest level ever. 

And, following the abolition of payable tax credits, we began to consult, as promised, on the second stage. Advance corporation tax, it has become abundantly clear, is now a hindrance to sensible business planning and investment decisions. Britain needs a reformed system that matches the needs of modern companies and favours the long term. 

So to allow companies to plan ahead I can confirm today that in April 1999 advance corporation tax will be abolished. At that point we will begin the move to paying corporation tax by quarterly instalments. 

Small companies will be exempt from this change and special arrangements will be made for medium-sized companies. We will phase in the change over four years and we will substantially preserve companies' expectations for using their existing surplus ACT. 

This afternoon the Inland Revenue is publishing full details of the proposed changes. And we will now start consultations on their implementation. 

To help ease the transition, and to take one stage further our pro-business and pro-investment agenda, I can announce that in the Budget, the main rate of corporation tax will be cut again by 1% to 30% from April 1999 - the lowest tax rate of any major industrialised country. 

EMPLOYMENT CHALLENGE The July Budget started from the understanding that the greatest waste of our economic potential and the most serious cause of poverty is unemployment, denying opportunity to 3 1/2m working-age households where no one works. 

In July we said that instead of simply compensating people for unemployment, our priority is to tackle the root causes of unemployment and poverty by providing new opportunities for work. In the last few months, with the help of Martin Taylor, the government has been systematically addressing all the obstacles that prevent people taking up and benefiting from work: 

* The absence of marketable skills; 

* The failure of the tax and benefits system to make work worthwhile; 

* The poverty and unemployment traps that for far too many mean that work does not pay; 

* The lack of employment opportunities; 

* And the scarcity of affordable childcare. 

We have concluded that to help people move from benefits to wages, nothing less than a comprehensive tax and benefit reform and the modernisation of the welfare state is required. This strategy involves three basic elements: providing skills for work; making work pay; and creating new job opportunities. 

First, to offer skills for work, the secretary of state for education and employment will shortly publish proposals for Individual Learning Accounts and for the University for Industry. 

Secondly, I want everyone who can work to be better off in work than on benefit. So the government now proposes an integrated tax and benefit plan involving action at every level. 

To maximise the rewards from work, a 10p starting rate of tax and a reform of benefit tapers will be introduced when it is prudent to do so. 

To ensure that work pays for families with children, we propose a working families tax credit, backed up by affordable childcare. And to ensure the rewards of these reforms flow directly to the employee we are committed to a statutory national minimum wage. 

We will now consider in detail the working families' tax credit; cash paid through the wage packet directly to families on low incomes, side by side with the national minimum wage. The proposal would build on the successful elements of family credit, and involve better help through the tax system for childcare costs. 

We will now also consider the future structure of national insurance for the low-paid. Under the current system, some low-paid employees face marginal tax rates of over 100%. To improve rewards from work, to simplify administrative burdens on employers, as we want to do, and to encourage them to take on more people, it is now right to consider the scope for bringing the National Insurance structure for the low-paid more closely into line with income tax. 

And finally, there are men and women who have been excluded for too long and who need extra help to get back into work. 

In the Budget we made a start by announcing a new deal worth #4bn that provides jobs for young unemployed, the long-term unemployed, lone parents and the disabled. 

The new deal for the young unemployed will start in pilot form in January and extend nationwide for the young unemployed in April, with the support of some of our best known companies. I can also announce today that some of Britain's leading bus and rail companies have agreed to play their part by introducing a new travel pass for young people on our new deal, cutting by at least 50% their travel fares. 

Disabled men and women who want to should also have the right to work. As the first step in implementing the #195m programme for people with disabilities, the secretaries of state for social security and education and employment will be now inviting bids for the first wave of new projects to start in spring 1998. 

Helping lone parents into work is the most effective long-term way to tackle their family poverty. The new deal for lone parents began in eight areas in July. Already it is yielding results where it counts - in higher living standards for lone-parent families. 

So from next year our welfare-to-work programme will be extended to help every lone parent who wants advice and help. And from April every single parent coming on to benefit will be offered help to find work if that is what she or he wants. 

Lone parents need and have a right to expect affordable childcare. Indeed, since May, the secretaries of state for social security and education and employment have been working with the Treasury on plans to make a reality of a national childcare strategy. And, paramount in our family policy, are the interests of the child. 

Tomorrow they will announce a five-year plan to extend out-of-school childcare clubs to every community in Britain. Funds will be available to set up as many as 30,000 new out-of-school clubs, which will provide places for nearly 1m children. 

The total cost, #300m over five years, now budgeted for in our plans, the biggest-ever investment in childcare, will be shared between the Exchequer and the new opportunities fund. 

To staff the new clubs, 50,000 young people across Britain will be offered training as childcarers through our welfare-to-work programme. Under our plan, every lone parent who needs it will be able to find an out-of-school club in their community. A national childcare strategy is no longer the ambition of workless parents. It is now the policy of this country's government. 

Today, while nearly one in five working age households have no one working, we also have extensive skill shortages throughout our economy. The proportion of manufacturing firms reporting skill shortages is up 70% on a year ago. 

We will now introduce pilot projects nationwide under which any employer who takes on and trains a young or long-term unemployed person and keeps them on, can now receive up-front three-quarters of their new deal allocation, thus giving immediate help with training costs - in the case of young people about #1,700, and for the long-term unemployed, #1,500. 

NEED FOR RESPONSIBILITY These skill shortages are a clear sign of the short-term pressures in the economy today that have to be tackled. 

At around this point in every recovery, when inflation and interest rates have risen, a second wave of wage inflation has brought a recurrence of stop-go instability. 

Past governments have allowed themselves to be diverted from their long-term aims because of their inability to deal with short-term pressures. This time we must do everything we can to make sure that the long term takes priority. 

There are three reasons to believe that, provided reform and responsibility go hand-in-hand, it is possible to lay the foundations to deliver both low inflation and high employment over the long term. 

First, the more our welfare-to-work reforms allow the long-term unemployed to re-enter the active labour market, the more it will be possible to reduce unemployment without increasing inflationary pressures. 

Second, tax and benefit reforms, which remove the barriers to work, and structural reforms which promote the skills for work - in other words, government intervention to create a more responsive labour market - can make possible long-term increases in employment, without fuelling inflationary pressure. 

The more people return to the world of work, and the more we tackle skill shortages, the less pressure there is on employers to bid up wages in the short term. 

But third, the reality of the more complex and flexible labour markets of Britain today is that pay decisions are made not by the few in smoke-filled rooms but by millions of employees and employers across the country. 

And the more that we all take a long-term view of what the economy can afford, the more we will be able to have job creation and keep inflation and interest rates as low as possible. 

So we must all be long-termists now. The reforms we are introducing will take time. But it is in no one's interest if today's pay rise threatens to become tomorrow's mortgage rise. 

The worst form of short-termism would be to pay ourselves more today at the cost of fewer jobs tomorrow and lower living standards in the very near future. So wage responsibility is a price worth paying to achieve jobs now and prosperity in the long term. It is moderation for a purpose. 

The choice is between responsibility and reform that would give us higher growth and more jobs; and short-sighted short-termism, which will inevitably mean less growth and fewer jobs. 

In our forecasts for the coming two years, we demonstrate clearly this choice we all face. If the economy works in the same way as in the past, growth might be 2 1/4% next year. But, if we can combine our reforms with responsibility across the economy, it is possible to achieve growth of 2 3/4% next year. Similarly, growth can be 1 1/2% or 2% in 1999-2000. In either case the Bank of England will ensure that inflation comes down to the government's target. 

So the more successful we are in tackling skill shortages and ensuring the success of the new deal, and the more effective the exercise of responsibility in pay determination, the more we can achieve our goals of sustained growth and employment. 

I have today submitted this new evidence to the public-sector pay review bodies and met their chairmen to explain the choices before us. 

And just as the government is offering leadership with responsibility in its monetary policy and the management of the public finances, so that we can achieve higher levels of growth and employment, so must business leaders and workforces match this with responsibility throughout the whole economy. 

This means responsibility, not just on the shop floor, but also from Britain's boardrooms outwards - where in the interests of all there must be moderation, not excess, and where an example should be set. FAIRNESS IN TAXATION But we recognise that if we are to achieve our long-term goals and secure a new sense of economic purpose, then fairness and openness must be at the heart of the approach to every Budget. 

Tax avoidance harms those who pay their fair share of taxes. I give notice today that the Budget will introduce those measures which are needed to root out tax avoidance. 

A fair and open approach to taxation will also be central to our Budget consultations now under way: on North Sea oil; on alcohol and tobacco, where the review will conclude early next year; and charities which is working towards a consultation document next spring. 

In securing the long term, nothing is more important than our approach to the environment. On Thursday the deputy prime minister will publish a consultation paper on ways to help deal with water pollution, with a view to making proposals in the Budget. 

Together we are also looking at how the tax system can reflect our environmental objectives, and will do so in the light of decisions at Kyoto. 

So in this pre-Budget statement we are consulting in all areas where it is right to consult, taking action in all those areas where action is needed, and putting to the country the choices for debate - choices that can be made only by all of us. 

There is one announcement that I promised to make today. Following a review by Customs and Excise which will be published tomorrow, I have decided that VAT on the installation of energy saving material under existing grant schemes, such as the home energy efficiency scheme, will be cut from 17.5% to 5% in the spring Budget. This will mean that the funds under these schemes will go further, helping to insulate 40,000 more homes per year. 

The government will now explore with our European partners the possibility of a reduced rate of VAT for a wider range of energy-saving materials. 

HELP FOR PENSIONERS Our spending review, like our tax policy, is based on allocating resources according to the priorities of investment, employment and fairness. 

So already within this government's tough spending limits we have redistributed resources to priority areas; from the assisted places scheme to cutting class sizes; from the windfall tax paid by the utilities to creating jobs and repairing our schools; from defence and the nuclear programme to the National Health Service. 

And after the publication of the National Asset Register yesterday there will be new scope to reallocate resources to high priority capital spending. 

I can announce one further reallocation today. I now expect our net payments to the European Union to be some #400m lower than budgeted. 

Our pensions review is looking at the long-term future of pension provision in Britain, including how we can do more to support Britain's poorest pensioners. We must help the thousands who do not claim benefits and who need them most. The secretary of state for social security is announcing today that she will finance a number of pilot projects so that we can find the best ways of encouraging improved benefits take-up by the poorest pensioners. 

We have already cut VAT on fuel and power to 5%. As we promised. But it would be wrong to wait until we have the results of our pensions review to take action to help the elderly with winter fuel bills. 

At the moment, although the poorest do get some help through cold-weather payments, these payments only go to those on income support and they generally have to wait until after the cold weather until help is available. 

They are of no help at all to most pensioners, including the million not getting their income support entitlements; no help to those on the margins of poverty; and of doubtful help even to those who do qualify who often don't know whether they can afford to spend extra money on fuel when it is cold. 

The secretary of state for social security and I are simply not prepared to allow another winter to go by when pensioners are fearful of turning up their heating even in the coldest winter days because they do not know whether they will have the help they need for their fuel bills. 

The pensions review will report next year. But we must act in the meantime to help pensioner households. For this winter and next, every pensioner household will receive #20 extra to help with their bills. And every pensioner household on income support - nearly 2m - will receive #50 extra. 

The cost will be met from reallocating the savings on our contributions to the European budget and the money will be paid in time to meet winter fuel bills. So every pensioner household will now see the benefits of this government's cut in VAT on fuel, our abolition of the gas levy, new competition and tougher regulation of the utilities, and now the government's new fuel payment. 

As a result, the average pensioner household will be helped by up to #100 a year, and poorer pensioner households on income support will be helped by up to #130 a year. 

CONCLUSION This is a government that keeps its promises and is prepared to take action where action needs to be taken. 

A government that is meeting the people's priorities, even as we confront the difficult choices our country must make to build for the long term. 

This year, in 1997, we have made a start and we will do more year on year. Our approach to the coming Budget shows we are already setting a new course for Britain and building a united country where everyone has opportunity and everyone a contribution to make. 
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* FORECASTS: growth of 2.75% in 1998 and 1.5-2% in 1999-2000 possible if planned reforms achieved 

* ACT: abolished from April 1999. From then corporation tax to be paid quarterly; small companies exempt from this and special arrangements for medium-sized companies; change phased in over four years 

* CORPORATION TAX: cut by 1% to 30% from April 1999 

* INCOME TAX: 10p starting rate and reform of benefit tapers 'when prudent to do so' 

* TAX CREDITS: working families' tax credit for low paid 

* CHILDCARE: five year plan to extend out-of-school childcare clubs across Britain; up to 30,000 clubs to provide 1m places, with total cost of #300m over five years shared between Exchequer and new Opportunities Fund; staffed by 50,000 young people trained through welfare-to-work scheme 

* PENSIONERS: every pensioner household to get #20 extra this winter and the next to help with heating bills; every pensioner household on income support to get #50 extra; cost met from reallocating savings on net payments to the European Union, which are #400m lower than budgeted 

* TRAINING: proposals to be published for individual learning accounts and university for industry; pilot projects introduced in which employers who train the young or long-term unemployed and keep them on will get 75% of New Deal allocation up-front, giving immediate help with training costs 

* NATIONAL INSURANCE: reform of system for low paid 

* SAVINGS: details of new individual savings accounts planned from April 1999 to be put to consultation next Tuesday 

* ENVIRONMENT: VAT on the installation of energy saving materials under existing grant schemes cut from 17.5% to 5% in spring Budget 

* PAY: plea for restraint; 'wage responsibility is a price worth paying to achieve jobs now and prosperity in the long term' 

* FISCAL MANAGEMENT: code for fiscal stability to be published; government will have duty to report to parliament on how it is meeting its fiscal rules 
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Employers are to be offered three-quarters of the government's employment subsidy upfront under its welfare-to-work programme to pay for training to meet skills shortages, the chancellor said in an acknowledgement of the growing threat to the recovery posed by the lack of skilled workers. 

The change will provide immediate help to employers in meeting training costs - #1,700 for each young person and #1,500 for the long-term unemployed. Mr Brown said the incentive would be introduced "as soon as possible". 

He announced that David Blunkett, the education and employment secretary, would shortly publish proposals to help in improving skills with the introduction of individual learning accounts for workers and the creation of the University for Industry. However, he provided no details. 

In his pre-Budget report, the chancellor acknowledged that the emerging skills shortage could lead to large rises in wage and salary costs that could ignite inflation. The report said: "To some extent, current skills shortages reflect cyclical pressures, but they are partly a symptom of skills deficiencies. Evidence on skills training and educational attainment points to a fairly deep-seated structural problem." 

Adair Turner, director-general of the Confederation of British Industry, welcomed the proposed change in the welfare-to-work programme to encourage companies to train. 

But the pre-Budget report catalogues the mounting evidence of skills shortages, particularly in construction and information technology. "The proportion of manufacturing companies reporting skills shortages is up 70% on a year ago," the chancellor said. 

The government's own skill needs survey has found employers are having difficulty filling 120,000 vacancies because of the lack of basic skills. These are estimated to cover 60,000 information technology posts, 10,000 in engineering and between 5,000 and 10,000 in construction. 

The pre-Budget report also acknowledged that the UK compares poorly with other countries in basic educational levels. "The poor levels of education and training achieved in the past are one of the main reasons why significant areas of skill shortage currently exist alongside continuing high levels of unemployment," the Treasury said. 

It pointed out that, last year, 8% of skilled manual workers suffered from low literacy levels and 18% from low numeracy. For the semi-skilled, the figures were 15% and 34% respectively, almost the same as for the unskilled. 

The pre-Budget report accepted that, while there were "clear benefits from a flexible labour market responding to economic and social change, not everybody is in a position to reap the benefits". It emphasised the need for greater literacy, numeracy, communication and information technology skills for those coming into the labour market, access to lifelong learning and employability that would seek to ensure people "keep in touch with the labour market when they lose their job, continue to remain part of the effective supply of labour and avoid long-term benefit dependency". 

The Trades Union Congress said yesterday the skills shortage reflected the "failure" of the UK's labour market to invest in training. "Employers have abdicated any responsibility for training as a direct result of labour markets that are so flexible," said John Monks, the TUC's general secretary. "This is why quality training must now be a priority." 
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Aims 

The next Budget will pursue three aims: to increase productivity, create jobs, and replace the boom-and-bust growth cycle with economic stability. The government will publish proposals for a code for fiscal stability. It will legislate to impose a duty on government to report to parliament on how it is meeting its fiscal rules. Raising productivity The government is studying measures to help businesses find funds to develop new technologies; to raise investment on research and development; and to make it easier for small businesses to draw on venture capital. From next year the new National Endowment for Science, Technology and the Arts will make grants to encourage creative talents. David Blunkett, the education and employment secretary, will soon publish proposals for Individual Learning Accounts and for the University for Industry. 

* Taxes 

Corporation tax The main rate of corporation tax will be cut in the Budget by 1 percentage point to 30%, effective from April 1999. This follows the cut of 2 percentage points announced in July. Advance corporation tax (ACT) will be abolished in April 1999 and will be replaced by a reformed system. At that time the move will start towards paying corporation tax in quarterly instalments. Small companies will be exempt from this change and special arrangements will be made for medium-sized companies. The change will be phased in over four years. The government will "substantially preserve companies' expectations for using their existing surplus ACT". Capital gains tax Capital gains tax is under review. The conclusions will be announced in the 1998 Budget. VAT Value added tax on the installation of energy saving material under existing grant schemes, such as the home energy efficiency scheme, will be cut from 17.5% to 5% in the Budget. The government will explore with other European Union states the possibility of a lower rate of VAT for a wider range of energy-saving materials. Income tax, tax credits and benefits The government proposes an integrated tax and benefit plan. A 10p starting rate of income tax and a reform of benefit tapers will be introduced "when it is prudent to do so". The government will consider the scope for bringing National Insurance payments for the low paid more closely into line with income tax, in order to raise their income from work. A working families' tax credit is planned with cash paid directly through the wage packet to families on low incomes. Other taxes The Budget will introduce measures to counter tax avoidance. Consultations on taxes on North Sea oil, alcohol, cigarettes and charities are now under way. On Thursday John Prescott, the deputy prime minister, will publish a consultation paper on ways to tackle water pollution, with a view to making proposals in the Budget. Saving Details of the new individual savings accounts, to be introduced from April 1999, will be put out to consultation today. 

* Spending details 

Pensioners This winter and next, every pensioner will receive #20 extra towards their fuel bills. The 2m pensioner households on income support will each receive #50 extra. The cost will be met from the saving on net payments to the European Union, which will be about #400m lower than budgeted. The government will finance some pilot projects to find out how to encourage the poorest pensioners to take up more of the benefits to which they are entitled. Childcare The government is planning a five-year project to extend out-of-school childcare clubs to "every community in Britain". The total cost of #300m over five years is to be shared between the Exchequer and the National Lottery's new opportunities fund. The government intends to create up to 30,000 out-of-school clubs with places for nearly 1m children. Health There will be real year-on-year increases in spending on "front-line patient care". Non-government spending Some UK bus and rail companies will introduce a new travel pass for young people on the government's welfare-to-work scheme, cutting their travel fares by at least 50%. 

* Forecasts 

When Labour came to power in May it gave the Bank of England the power to set interest rates, and instituted a five-year plan to cut the government deficit. Growth Gross domestic product is forecast to grow by between 2.25% and 2.75% next year, and by 1.5 to 2.0% in 1999-2000. The big industrialised economies are forecast to grow by 2.75% this year and 2.5% next. Inflation Retail price inflation excluding mortgage interest payments is forecast at 2.75% for the fourth quarter and 3% for 1998, above the Bank of England's inflation target of 2.5%. For 1999 and 2000, inflation is forecast at 2.5%. PSBR The public sector borrowing requirement for 1997-98 is now forecast to be #11.9bn, excluding the windfall tax. That is below the July forecast of #13.4bn. The forecast for 1998-99 is #6bn, higher than the July forecast of #5.4bn. The deficit The government deficit will be 1.5% this year and 0.75% in 1998-99. However, the structural deficit, which takes into account the economic cycle, may be larger, so the government will be "both cautious and prudent". Current account The government forecasts a #2.25bn surplus in the current account this year, but then a #7.25bn deficit next year, equivalent to 1% of GDP. In 1999 the deficit is forecast to peak at #7.75bn. 
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Employers are to be offered three-quarters of the government's employment subsidy upfront under its welfare-to-work programme to pay for training to meet skills shortages, the chancellor said in an acknowledgement of the growing threat to the recovery posed by the lack of skilled workers. 

The change will provide immediate help to employers in meeting training costs - #1,700 for each young person and #1,500 for the long-term unemployed. Mr Brown said the incentive would be introduced "as soon as possible". 

He announced that David Blunkett, the education and employment secretary, would shortly publish proposals to help in improving skills with the introduction of individual learning accounts for workers and the creation of the University for Industry. However, he provided no details. 

In his pre-Budget report, the chancellor acknowledged that the emerging skills shortage could lead to large rises in wage and salary costs that could ignite inflation. The report said: "To some extent, current skills shortages reflect cyclical pressures, but they are partly a symptom of skills deficiencies. Evidence on skills training and educational attainment points to a fairly deep-seated structural problem." 

Adair Turner, director-general of the Confederation of British Industry, welcomed the proposed change in the welfare-to-work programme to encourage companies to train. 

But the pre-Budget report catalogues the mounting evidence of skills shortages, particularly in construction and information technology. "The proportion of manufacturing companies reporting skills shortages is up 70% on a year ago," the chancellor said. 

The government's own skill needs survey has found employers are having difficulty filling 120,000 vacancies because of the lack of basic skills. These are estimated to cover 60,000 information technology posts, 10,000 in engineering and between 5,000 and 10,000 in construction. 

The pre-Budget report also acknowledged that the UK compares poorly with other countries in basic educational levels. "The poor levels of education and training achieved in the past are one of the main reasons why significant areas of skill shortage currently exist alongside continuing high levels of unemployment," the Treasury said. 

It pointed out that, last year, 8% of skilled manual workers suffered from low literacy levels and 18% from low numeracy. For the semi-skilled, the figures were 15% and 34% respectively, almost the same as for the unskilled. 

The pre-Budget report accepted that, while there were "clear benefits from a flexible labour market responding to economic and social change, not everybody is in a position to reap the benefits". It emphasised the need for greater literacy, numeracy, communication and information technology skills for those coming into the labour market, access to lifelong learning and employability that would seek to ensure people "keep in touch with the labour market when they lose their job, continue to remain part of the effective supply of labour and avoid long-term benefit dependency". 

The Trades Union Congress said yesterday the skills shortage reflected the "failure" of the UK's labour market to invest in training. "Employers have abdicated any responsibility for training as a direct result of labour markets that are so flexible," said John Monks, the TUC's general secretary. "This is why quality training must now be a priority." 
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The next Budget will pursue three aims: to increase productivity, create jobs, and replace the boom-and-bust growth cycle with economic stability. The government will publish proposals for a code for fiscal stability. It will legislate to impose a duty on government to report to parliament on how it is meeting its fiscal rules. Raising productivity The government is studying measures to help businesses find funds to develop new technologies; to raise investment on research and development; and to make it easier for small businesses to draw on venture capital. From next year the new National Endowment for Science, Technology and the Arts will make grants to encourage creative talents. David Blunkett, the education and employment secretary, will soon publish proposals for Individual Learning Accounts and for the University for Industry. 

* Taxes 

Corporation tax The main rate of corporation tax will be cut in the Budget by 1 percentage point to 30%, effective from April 1999. This follows the cut of 2 percentage points announced in July. Advance corporation tax (ACT) will be abolished in April 1999 and will be replaced by a reformed system. At that time the move will start towards paying corporation tax in quarterly instalments. Small companies will be exempt from this change and special arrangements will be made for medium-sized companies. The change will be phased in over four years. The government will "substantially preserve companies' expectations for using their existing surplus ACT". Capital gains tax Capital gains tax is under review. The conclusions will be announced in the 1998 Budget. VAT Value added tax on the installation of energy saving material under existing grant schemes, such as the home energy efficiency scheme, will be cut from 17.5% to 5% in the Budget. The government will explore with other European Union states the possibility of a lower rate of VAT for a wider range of energy-saving materials. Income tax, tax credits and benefits The government proposes an integrated tax and benefit plan. A 10p starting rate of income tax and a reform of benefit tapers will be introduced "when it is prudent to do so". The government will consider the scope for bringing National Insurance payments for the low paid more closely into line with income tax, in order to raise their income from work. A working families' tax credit is planned with cash paid directly through the wage packet to families on low incomes. Other taxes The Budget will introduce measures to counter tax avoidance. Consultations on taxes on North Sea oil, alcohol, cigarettes and charities are now under way. On Thursday John Prescott, the deputy prime minister, will publish a consultation paper on ways to tackle water pollution, with a view to making proposals in the Budget. Saving Details of the new individual savings accounts, to be introduced from April 1999, will be put out to consultation today. 

* Spending details 

Pensioners This winter and next, every pensioner will receive #20 extra towards their fuel bills. The 2m pensioner households on income support will each receive #50 extra. The cost will be met from the saving on net payments to the European Union, which will be about #400m lower than budgeted. The government will finance some pilot projects to find out how to encourage the poorest pensioners to take up more of the benefits to which they are entitled. Childcare The government is planning a five-year project to extend out-of-school childcare clubs to "every community in Britain". The total cost of #300m over five years is to be shared between the Exchequer and the National Lottery's new opportunities fund. The government intends to create up to 30,000 out-of-school clubs with places for nearly 1m children. Health There will be real year-on-year increases in spending on "front-line patient care". Non-government spending Some UK bus and rail companies will introduce a new travel pass for young people on the government's welfare-to-work scheme, cutting their travel fares by at least 50%. 

* Forecasts 

When Labour came to power in May it gave the Bank of England the power to set interest rates, and instituted a five-year plan to cut the government deficit. Growth Gross domestic product is forecast to grow by between 2.25% and 2.75% next year, and by 1.5 to 2.0% in 1999-2000. The big industrialised economies are forecast to grow by 2.75% this year and 2.5% next. Inflation Retail price inflation excluding mortgage interest payments is forecast at 2.75% for the fourth quarter and 3% for 1998, above the Bank of England's inflation target of 2.5%. For 1999 and 2000, inflation is forecast at 2.5%. PSBR The public sector borrowing requirement for 1997-98 is now forecast to be #11.9bn, excluding the windfall tax. That is below the July forecast of #13.4bn. The forecast for 1998-99 is #6bn, higher than the July forecast of #5.4bn. The deficit The government deficit will be 1.5% this year and 0.75% in 1998-99. However, the structural deficit, which takes into account the economic cycle, may be larger, so the government will be "both cautious and prudent". Current account The government forecasts a #2.25bn surplus in the current account this year, but then a #7.25bn deficit next year, equivalent to 1% of GDP. In 1999 the deficit is forecast to peak at #7.75bn. 
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Ministers' decision to scrap their long-promised White Paper on lifelong learning and publish a discussion document instead has dismayed colleges and brought a stinging public rebuke from Helena Kennedy, author of the recent report on widening access to education.

The apparent abandoning of the `training revolution' was also attacked by John Edmonds, general secretary of the GMB union, as conflicting rumours about the Government's intentions and the reasons for the U-turn hummed around colleges and universities.

The discussion document (not even a Green Paper) is now due to be published on February 25 along with the Government's responses to the Dearing and Kennedy reports. Sources close to David Blunkett, the Education and Employment Secretary, insisted the proposals would be `radical and interesting' and include plans for the Univer-sity for Industry and Individual Learning Accounts. As these did not require legislation, a White Paper would not be appropriate. `The content and the implications of that content have not changed one iota,' he added.

But Mr Blunkett had in May promised a White Paper to form the centrepiece of the new Labour Government's commitment to lifelong learning. It was postponed several times and then suddenly last week government spokesmen started referring to a discussion document. Many in colleges and universities suspect the Treasury took fright at the financial implications of lifelong learning and insisted on downgrading the document. Employers have expressed concern about the costs of training that might fall on them, while the universities and colleges have been more concerned to fight for their share of any extra funding rather than present a united front to the Government.

Baroness Kennedy, author of the report Learning Works commissioned by the Further Education Funding Council, expressed dismay that the momentum for real change in widening participation might be lost. In a speech to the Royal Society of Arts she dimissed the case for yet more discussion. `We have the know-how. All we need are the political will and the resources to make it happen. Lifelong learning can be meaningless rhetoric unless we get behind it with real policies and resources.' She urged Labour to use lottery income after the millennium as part of a crusade to enable people with low skills to participate in education and training. The `trickle down' theory of education was not working. `It remains true that if at first you don't succeed, you don't succeed.' Ministers had got it completely wrong if they thought middle-class voters did not realise the importance of education and spending money on it. `If you are worrying about how it will play in Bognor then `bugger Bognor'. For most of the middle class, education is something they want other people to have because they know the benefits are for all of us.

`I would be profoundly disappointed if this Government does not widen participation and take up a large part of the agenda I have set out, and I shall say that very publicly.' Mr Edmonds said it was distressing the Government had decided not to publish its long-awaited White Paper.

`I hope this does not mean the Department for Education and Employment is only going to be talking about the education of young children and that training will fall off the agenda. The discussion has to start from how we can create a training revolution in Britain.' Mr Edmonds was highly critical of the report on lifelong learning written by Bob Fryer, principal of Northern College, for leaving training to voluntary efforts by employers. `It was awful - no, it wasn't as good as that. We have tried voluntary methods since the abolition of the training boards and it doesn't work. Some companies train - the vast majority poach.' In Wales the education minister Peter Hain said his lifelong learning document would not be called a White Paper but would propose legislation by its Welsh Assembly and would need resources.

Universities are still concerned about being sidelined and the likelihood that most of the 500,000 extra students Tony Blair pledged by 2002 will be taught in further education colleges rather than the higher education sector. They are awaiting the Government's response to the Dearing review of higher education in a parallel document to the discussion paper. This will describe how each of the report's 93 recommendations are being dealt with.
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Tom Cannon reports on the Government's plans for lifelong learning

In spite of last week's decision to scrap a long-awaited White Paper, lifelong learning remains one of the Government's clearest priorities in post-16 education. Within days of being elected, David Blunkett, the Education Secretary, set up the National Advisory Group, and one of the most talented of the junior ministers, Kim Howells, was given the brief to translate the idea into reality.

The Government's thinking will be outlined before the end of the month in a consultation document. The effort put into its preparation illustrates the difficulty of translating a fresh vision of learning into policy. The change of form is designed to widen the debate on ends and means.

The vision is clear. Rapid changes in markets, technologies, ideas and ways of working demand that people commit themselves to update constantly their knowledge, skills and competence. The agenda is blurred by the challenge lifelong learning makes to old assumptions and priorities.

The assumption that we can rely on the lessons learnt at school, college or university - with occasional tweaking - to take us through life, is not only redundant but dangerous. Despite this, fewer than a quarter of all employees take part in regular job-related training. Surveys of strategic groups such as managers, teachers and technicians highlight unsatisfied demand for training. Almost half of all 18-year-olds are not taking part in any form of education or training.

The National Advisory Group identified a priority to establish a commitment to widening and deepening participation and achievement in learning throughout life. Gaining this commitment to lifelong learning is hard. Many people simply don't understand the implications. Major groups were alienated by traditional education. There is inertia among workers, employers, trainers and educators. Traditional systems of support do not meet the needs of lifelong learners.

Initiatives must change thinking while offering tangible returns to the learning poor who have not gained from education or training, and the learning rich who have done well out of existing approaches. The initial focus is likely to be vocational but shifts in attitudes are as important for citizenship as employment.

Some building blocks exist. Expansion of further and higher education by 500,000 more students is part of the transformation of post-16 education from the private reserve of the few to the public property of the many. Unipart, Ford, Motorola and others have set up company-based "universities" or learning centres for employees and their families. Continuing professional development has become accepted by many groups of workers. Local initiatives such as Liverpool's City of Learning and Sunderland's lifelong learning programme extend access across communities with encouraging results.

The challenge is to build on these developments while pro viding a structure within which learning becomes a natural part of everyday life. Success will lead to a massive expansion of interest and demand for training and development. Failure will cripple the Government's efforts to use education as the cutting edge of national competitiveness.

New thinking is vital espe cially if the changes are to influence people like managers, who have a major effect on others. The University for Industry and the National Grid for Learning are flagship programmes designed to widen access and opportunity. The University for Industry will use the latest technol ogy to expand the market for training especially to those working in small firms. The university will combine this market-making role with the brokerage of information and quality control. The National Grid for Learning extends beyond this to involve partners such as the BBC and reach more diverse groups.

Effective lifelong learning demands that people own their learning. Individual Learning Accounts - with their emphasis on creating a permanent record of training and development - provide this ownership. Employers can also use these accounts to inform their investments in training while government can focus their support to address needs and priorities.

So far, there has been little pattern or structure to these developments. In Europe, in particular, more effort has been invested in debates about definitions and turf wars than establishing policies or linking initiatives and establishing priorities.

We are in the middle of a knowledge-based industrial revolution. The ability to absorb and adapt to fresh ideas and knowledge is the primary determinant of economic success for the individual, the enterprise and the community.

It is important that certain strategic groups are reached quickly and effectively. Managers, for example, are unlikely to support employees in their lifelong learning if they are not involved themselves.

Ministers talk of a new republic of learning. If, however, they want to move beyond the soundbite they need to absorb the fundamental nature of the changes. Successful lifelong learning puts the individual in the driving seat but provides a structure of support to ensure that they sustain their effort while getting the best from new technologies and opportunities. New approaches to quality management and control are essential.

Success lies in acknowledging the unity of learning. There are more links between early learning, learning for leisure and vocational learning than policymakers admit. Some reconsideration - at least at the margins - of the funding restrictions in the 1992 Education Act will send positive signals to those in continuing education.

* The author is chief executive of the Management Charter Initiative.
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Janet Bush talks to David Blunkett about lifetime learning and employability

David Blunkett is pivotal to Labour's masterplan for the modernisation of Britain. While Tony Blair provided the visionary language and Gordon Brown the conceptual framework for the project, it is the former leader of Sheffield City Council, now Education and Employment Secretary, who has the unenviable task of putting it into action. In an interview with The Times, Mr Blunkett counted himself lucky, despite the scale of what the Government is trying to achieve: improving education; providing the skills Britain needs to compete, particularly in the new technologies on which future wealth may depend; and tackling long-term and youth unemployment.

"We are fortunate to have the opportunity of delivering some of the Government's key pledges on education, skills, employment and health. We have three out of four and we have to deliver," Mr Blunkett said. More than this, his department is at the leading edge of new Labour's drive to create a culture of lifetime learning and self-reliance in the world of work. Slipping into a little of the now familiar Blairite rhetoric, he said: "We are equipping the nation for a new era. It will very much be a modern Britain for the new millennium. To do that, we have a long-term agenda."

His team, housed in the glass and marble innards of a red-brick Victorian pile behind Westminster Abbey, shoots out new initiatives at machine-gun speed. Last week, Mr Blunkett, Mr Blair and Andrew Smith, Employment Minister, launched an #8m television advertising campaign, urging employers to get more involved in Labour's New Deal for the young jobless.

Yesterday, Mr Blunkett handed a National Training Award to Manpower, citing its work in the training and recruitment of people with disabilities, and announced the head of his new Skills Task Force. This weekend, Mr Blunkett will play a leading role in the jobs summit in London. Next Wednesday, he publishes a Green Paper on lifelong learning, covering initiatives such as the University for Industry and Individual Learning Accounts.

The complex interrelation of education and employment, which persuaded the Conservative Government to merge the two departments, means that Mr Blunkett is involved in a great deal of relationship building. The Skills Task Force is designed to provide a reference point for all those who have something to contribute to the issue. It is hoped that the task force will bury the complaint, so often directed at Conservatives, that Britain's training provision was piecemeal and confusing.

The most fascinating strand of Mr Blunkett's bridge-building is a new relationship with the Bank of England, quite independent from the established links between the Bank and the Treasury. This effort underlines Mr Blunkett's view that his is essentially an economic brief. Mr Blunkett met Eddie George, Governor of the Bank, before Christmas and Mr Smith met officials from the Bank in January. "It seems to me that we are in this together. The consequences of economic decisions affect us directly just as what we do affects the future of the economy," Mr Blunkett said.

Skills are a major talking point for the two bodies. The Bank wants to know whether Mr Blunkett's department can realistically increase the pool of skilled labour available so that when the economy nears full capacity, there are fewer skills shortages and therefore less pressure on wages, and the economy can grow for longer before igniting inflation. Mr Blunkett wants to keep the Bank informed about his department's initiatives. In return, he wants to keep up with the Bank's thinking. "Hearing their fears will help us set the direction of policy. If we are getting it wrong, we may as well know about it."

Mr Blunkett believes that the Chancellor's decision to hand monetary policy over to the Bank and concentrate on a programme of supply side reform has effectively ended the Treasury's monopoly on liaising with the Bank.

He said: "Independence of the Bank of England has obviously changed the relationship with the Treasury. Relationships can now be broader." Mr Blunkett is all too aware of the inter-departmental sensitivities, particularly those of the Chancellor, who was so central to designing the policies that Mr Blunkett is attempting to execute. "Obviously the Chancellor of the Exchequer is in charge of relations with the Bank. I am not driving my tanks onto his lawn.

"What we are saying is that never before has the skills and employability agenda been more crucial to economic success. All the pressures, the hotspots in the economy, are about whether we have people ready and available to work."

Mr Blunkett wants a higher profile for his department, not so much out of political ego but because he wants to be seen to be leading a national debate. "We need the ability to work across agencies and departments. All that will help us in developing the policies, being able to persuade others that they have a part to play."

Employability is the buzz word which, more than any other, sums up what Mr Blunkett is trying to do: to create an environment in which as many people as possible are equipped to make their own livings and are skilled to seize the opportunities of a fast-changing world economy. He said: "My first conversation with Tony Blair when he became Prime Minister was about developing the concept of employability. We discussed how crucial this was in terms of the role of the department as a social and economic force."

Mr Blunkett is pleased that the idea of employability has become a notable British export and he will be pushing it at the jobs summit. He wants Britain's European partners to understand that Labour is trying to strike a balance that promotes adaptable and flexible labour markets but envisages an enabling role for government that does not disregard social concerns: the "third way".

"We are faced with a steep learning curve, all of us," Mr Blunkett said. "We are re-engaging in an entirely different way. It is neither old Labour from the 1960s, nor is it right-wing disengagement. It is very much about moving cautiously and learning how best to achieve what we are trying to do."

He is determined not to preach to Europe. But the temptation is there because of the interest in Labour policies. "It has been a bit embarrassing, particularly in Germany because all three parties want to be associated with the new Labour agenda. I had to tell the CDU and the Federal Democrats that I couldn't endorse their manifestos in the September election," he laughed.

The one obvious cloud on Mr Blunkett's horizon is the possibility of a sharp economic slowdown and swelling dole queues. "We want to broaden the pool of labour rather than mop up increased numbers of unemployed." He will have to rely on the good sense of the Treasury and his new friends at the Bank to achieve his goal.
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Edward Fennell on Labour's new plans to plug our yawning skills gaps

For those used to hearing David Blunkett, the Education and Employment Secretary, talk about developments in our schools and colleges, the coming weeks will offer the chance to see him in a new light.

The Government is about to publish its proposals for developing lifelong learning in a consultation paper that will outline initiatives such as the University for Industry and Individual Learning Accounts.

Above all, it will begin the move towards creating a culture where education and training are part of a seamless process. For many professionals in the field of human resource development, it cannot come soon enough.

The merger of the two government departments of Education and Employment was one of the unexpected bonuses of the last years of John Major's premiership. With the long-term decline of unskilled jobs, it was recognised that employment was dependent on skills, and hence both ministries should be concerned with the common issue of boosting the quality of the nation's skill base. Nevertheless, the fact that the amalgamation took place took almost everyone by surprise.

Mr Blunkett thus enjoys the privilege of inheriting the right ministerial structure to create meaningful change. But it is still incumbent upon him to make the merger work and to realise the full potential of the new combined department.

One of his first actions has been to set up a Skills Taskforce, which will serve as his antennae for monitoring trends in skills and employment. As he points out, a variety of statistics are available to record what is happening in education, training and the jobs marketplace. But nowhere are they collected together. An overall view is now essential if the Government is to develop a strategic position on the country's skill needs and to direct action to combat shortages.

Mr Blunkett says: "Govern ment cannot meet the skills gap by itself, but we can provide indicative planning that will shape the responses of Tecs (training and enterprise councils), further education colleges and the other parties involved as to where the skills gaps are likely to be."

A crucial new element in the equation has been the establishment over the past few months of a network of National Training Organisations. These are based on specific industrial sectors, such as the construction industry and the motor industry, and have the dual task of monitoring skill trends and also overseeing developments such as the modern apprenticeship scheme and the forthcoming national traineeship for school-leavers. They will also have a key role in providing careers information for schools and colleges to help to motivate young people considering their futures.

This is where one of the advantages of the new merged department can be seen. The unskilled, unemployed 20-year-old was the unmotivated, unqualified school-leaver of five years earlier. Good habits of acquiring knowledge and skills must be picked up by people when they are at school. That is why Mr Blunkett, in his package of reforms, is putting such strong emphasis on the New Start Strategy, which aims to increase the motivation of disaffected young people in their last years at school.

He plans to develop opportunities for 14 and 15-year-olds to gain a wider range of experiences so that they can start developing vocational skills at an earlier stage and appreciate the link between learning and employability.

The biggest, brightest hope for the future lies in the University for Industry, of which much was made during the election. Details are still unconfirmed, but in essence this virtual university will aim to use information technology to make learning (and that includes skills updating) more accessible than ever before.

Mr Blunkett is aware that this is not the first time such an initiative has been attempted. After the success of Harold Wilson's Open University, Margaret Thatcher's Government attempted to launch an Open College. It did not make much impact, despite airtime on Channel 4, and gradually it shrivelled away.

While in opposition, Mr Blunkett commissioned research to analyse reasons for the Open College's failure. These were found to include bad timing, insufficient financial support and inadequate technology. He does not want to make the same mistakes.

There will be a lot of political capital invested in the new university. If it succeeds, it will be a touchstone for the successful merging of education and training. If it fails, it will be back to the drawing board yet again for those who yearn to make Britain a learning society.

(c) Times Newspapers Ltd, 1998.
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Policy delays are causing concern about Labour's commitment, saysRobert Taylor. 

Next week will see the publication of a much-delayed discussion document on "lifelong learning". The subject was flagged by Labour as one of its big ideas. However, there are fears in some quarters that the government is no long whole-heartedly committed to making the concept a priority. 

The idea of lifelong learning is "to raise the aspirations of everybody and not just the few", explains Bob Fryer, principal of Northern College of Adult Education and author of a government-commissioned paper on the subject. 

Lifelong learning involves "a commitment by people to use learning through all their lives at work, in the community, at home", he says. 

The government originally intended to publish a white paper - a higher-status document than next week's discussion paper. 

Publication dates were announced and abandoned as civil servants in the department of David Blunkett, the education and employment secretary, spent months drafting and redrafting. Neither the Treasury nor the prime minister's policy unit were impressed by the proposals. Then, earlier this month, the decision was made to turn lifelong learning into a consultation paper. 

"This is deeply disappointing and puts the whole matter back by at least two years," says John Edmonds, general secretary of the GMB general trade union. 

"I thought the intention was to open up the question of how we can create a training culture in this country. Now all we can expect is some waffle and nothing else. I thought this government believed in education, education, education." 

Kim Howells, the minister with responsibility for lifelong learning, disagrees that next week's consultation document signals a government retreat. 

He says it made no sense to rush: "We started drafting a white paper on the subject last autumn, but after six or seven attempts we realised we were asking more questions at the end of each chapter for comments than the length of the chapters we were writing." It had also become clear to those working on the initiative that extra financial resources would be needed to kick-start lifelong learning and that these might not be secured from the Treasury. 

At the same time ministers were starting to accept that statutory regulation would not be required to develop the concept of lifelong learning. 

One government adviser says there was a feeling that perhaps there had already been too many initiatives in training and education. He points to other government commitments such as creating individual learning accounts, establishing a University of Industry, implementing the Dearing and Kennedy reports on higher and further education, as well as reforming the training and enterprise councils. 

Another adviser concedes that the "central message on lifelong learning may have become blurred", but insists ministers are still committed to its expansion by the end of the current parliament. 

Mr Howells says the government will expect responses to next week's consultation document by mid-summer. Ministers will then decide what to do. All agree that unless the government eventually gives a coherent lead with actions backed by resources rather than words of future good intentions, lifelong learning will remain a laudable but unfulfilled aspiration. 

"This issue is much too important to be lost in interdepartmental wrangling," says one adviser. 

"Unless we can convince ordinary people that lifelong learning is vital for their own well-being, this country will continue to suffer from having too little commitment to high-quality learning." 

Bob Fryer agrees: "What is needed is a massive cultural shift of attitudes. Most people do not see themselves becoming involved in learning. They are not part of it. 

Government will have to take the lead on this and support a range of initiatives on lifelong learning at the grass-roots, in companies, schools and communities." 
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LIFELONG LEARNING HAS had a significant change of colour. Billed after the election as a White Paper to demonstrate that education, education, education does not stop when you leave school (or university), the Government's policy statement on the subject this week has turned green - roughly the colour of the faces at Number 10 when they saw what was to be in it. The Prime Minister was said to be appalled by its lack of coherence. So vacuous were its contents that it was downgraded from a legislative statement to a mere consultative document. Today's Observer confirms that it remains vacuous. The document will propose 'learning centres' in shopping malls, learning hotlines and a million individual learning accounts. These are mere gimmicks.

This relegation is a telling commentary on Labour's lack of a post-school education policy. Lifelong learning was supposed to be a pillar of New Labour's 'learning society'. But it was a pillar built on sand. Lifelong learning is the Blairite equivalent of Harold Wilson's white-hot technological revolution. It assumes that modernity means everyone constantly learning and

re-learning as the world moves dynamically on. The problems start when one asks what this means in practice. The Dearing report, Higher Education in the Learning Society, said we all had to be committed to 'learning throughout life'. But what does this banal truism mean? Constant retraining? Paid sabbaticals so that we can all go off and take first or further degrees? Or just a bit more familiarity with the Internet and the local library?

Worse still, the waffle about 'lifelong learning' is covering up the Government's deplorable neglect of existing avenues for further and mature students. What price hotlines when the Open University is having to shed 200 staff and 5,000 student places by the end of the year? What price individual learning accounts, when so many further education colleges are sinking under the pressure of managerial weakness, falling standards and per capita funding, and inadequate teaching?

'Lifelong learning' appears simply to shunt responsibility for education away from the Government and educators on to the public, away from the duty to educate properly on to a new duty to learn. Ministers mistakenly believe that if they crack literacy and numeracy, cut primary class sizes and tell adults to tap into computer screens in shopping malls, Britain's educational problems will be solved.

They won't. Instead, the Government should be tackling the single biggest problem in Britain's post-11 education: the inadequate state of vocational schooling, to give those not on the degree track the basic and advanced skills needed to survive in a skills-based economy. This doesn't come cheap. It can't be done on the Internet or at shopping malls. It needs a new regime of formal vocational education, with the funding, teaching and institutional support to match. Instead, the Government looks set to perpetuate a con-trick of spurious equivalence between academic and existing vocational qualifications. As long as this vocational education deficit remains, lifelong learning is in danger of being defined as having to spend the rest of our lives learning what we were once taught by the age of 18.
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The government is winding down training and enterprise councils' business-support budget. Claire Oldfield and Andrew Lorenz report

AMONG the job advertisements in today's Sunday Times is one for a new head of the Training and Enterprise (Tec) National Council. Whoever is appointed as Chris Humphries' successor will face a challenge.

During his time at the Tec National Council, Humphries, who is leaving in July to take a similar position at the British Chambers of Commerce, established a distinctive personal presence. His inimitable, highly vocal and irreverent style won the Australian many admirers.

But his individual success belies the tensions simmering at the Tecs. Humphries's successor may find his or her role is, at the least, uncomfortable and possibly shortlived.

The reason for the Tecs' insecurity is simple: the government believes the whole network for business support created by the Tories is unwieldy and unfocused, and is determined to streamline it.

The driving forces behind this intended shake-up are two of the cabinet's biggest hitters: Gordon Brown, chancellor, and David Blunkett, education and employment secretary. As The Sunday Times revealed last week, Brown intends to shake up the business-support system.

This is bad news for the Tec establishment, which has put down powerful roots in the seven years since the councils were created.

The Tories saw the Tecs as a way of handing responsibility for training and education to the private sector, in theory distancing themselves from a thorny and expensive political issue and putting "experts" in charge.

But things have not worked out as intended. The Tecs have continued to consume vast amounts of public money - their annual budget is #1.7bn - and their operation has been far from smooth.

At the headline level, there have been several cases of fraud by Tec contractors. One particular case prompted Kim Howells, Blunkett's incisive education minister, to threaten to wind up the council concerned. Howells warned that Tecs would have to be "very careful" in future.

"They cannot take their eye off the ball for one minute as far as probity in the expenditure of public money is concerned," he said.

Most fundamentally, neither Brown nor Blunkett believes the Tec system is achieving its objectives.

This view has support from Professor Kumar Bhattacharyya, whose Warwick Internat ional Manufacturing Group, at Warwick University, works with smaller firms.

"There was always a confusion of motives behind the Tecs' creation," Bhattacharyya says. "Were they designed to reduce the unemployment figures or to improve training and education? If the latter, then why is Britain still facing huge problems with the quality of its skills base? There is a mis match between the industrial requirements and what the Tecs are turning out."

Where the Tories came up with a centralised, corporatist training system, Brown and Blunkett believe the way to raise the skills base is by targeting the individual. Brown's "University for Industry", a concept to promote lifetime skills development, dovetails with Blunkett and Howells' idea for individual learning accounts, where people will receive a tax credit in return for upgrading their skills.

"If it can be realised, then the University for Industry is a very robust concept," says Bhattacharyya.

Both the Treasury and Blun kett's Department for Education and Employment believe these innovations could make much better use of the Tecs' considerable resources.

The Tecs have proved no pushovers. Observers believe pressure from Humphries and leading industrialists prompted intervention from Tony Blair to postpone a decision on the future of the 79 Tecs shortly after Labour came to power.

But Tec funding is already coming under pressure. At the end of March, the first wave of Tecs reach the end of single regeneration budget funding to help start-up firms. No new money has been made available. The remaining Tecs have a few years of this funding left at most. The implication is clear: the government is winding down the business-support budget for Tecs.

Barbara Roche, small-firms minister, has already said Business Links - the Department of Trade and Industry-sponsored support network - will take on a wider role to take in firms with fewer than 10 workers, including start-ups.

David Hands at the Federation of Small Businesses says: "There has been a lot of government input to Business Links but the Tecs have been left behind somewhat. Reducing the start-up budget is worrying. But should there be a radical restructuring or a complete overhaul of Tecs?"

A Tec executive says: "It appears business support has been severely cut. Most of the budget flows to Business Links."

There have already been stabs at creating a different environment. The British Chambers of Commerce tabled a consultative paper earlier this year on the future of business support. It suggested shrinking the network under one umbrella organisation.

Though this plan was vetoed, Humphries' appointment to head the chambers' umbrella body is likely to signal a new phase. Gossip within the Tec network suggests he has made a shrewd move. "There are some 20 Tec and chamber mergers so far," says one insider. "There will be more by the end of this year and by summer 1999 more than half the Tecs could be merged. Who would be best placed to head up a merged body?" It could be Humphries.

(c) Times Newspapers Ltd, 1998.
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By John Carvel reports.

Labour's green paper on lifelong learning will put the skids under poor teaching in universities.

Universities will get substantial extra funding if they can demonstrate a high quality of teaching, according to a Government proposal in the long-awaited lifelong learning green paper due for publication tomorrow.

Ministers have thrown their weight behind the Dearing committee's plan to raise standards in higher education by training academics to teach instead of assuming that lecturers chosen for their prowess in research can pick up the necessary communication skills as they go along.

David Blunkett, the Education and Employment Secretary, has accepted criticism from students that teaching quality is patchy. He thinks they have a right to demand higher standards and that pressure for improvement will grow once they start having to pay a A1,000 contribution towards the costs of tuition - encouraging students and their parents to develop a customer mentality and become less tolerant of slackness.

The lifelong learning proposals got off to a shaky start when the Government decided earlier this month to demote them from the intended White Paper status. Tomorrow's consultation paper will confirm manifesto promises to set up a University for Industry and provide `individual learning accounts' as an incentive for adult education. It will also repeat the commitment given by Tony Blair at the Labour conference in October to increase student numbers by 500,000 by the next election.

But the detail of how these proposals will work - and key information on the funding split between higher and further education - will not become apparent until after the Government's comprehensive spending review later this year.

Ministers will use the green paper to extend their standards crusade from schools to higher education. They will support the Dearing proposal for an Institute for Learning and Teaching in Higher Education to accredit training programmes for university and college teachers. The institute will also be expected to commission research into more effective learning and teaching techniques at all levels, and stimulate innovation.

Universities will be told to give their staff access to these accredited programmes. `We want to move towards a position where it becomes the norm for new lecturers to have done some proper training in teaching and communication,' said a source close to Mr Blunkett. `Traditionally appointments in higher education have been made primarily on the basis of research and published material. That is important and needs to continue, but often there has not been sufficient attention to the quality of teaching and communication which should underpin their research skills.' The Government will not lay down standards of teaching quality from Whitehall. It will allow universities and colleges to reta in `ownership' of the teaching institute which is being prepared by a planning group chaired by Roger King, vice-chancellor of the University of Lincolnshire and Humberside.

But Mr Blunkett wants to establish a more direct link between teaching quality and funding. Under the present rules the Higher Education Funding Council can withdraw grants from departments if they do not remedy serious defects in teaching quality within 12 months of a critical inspection, but this has never happened in practice. The council is offering A12.6m over three years for departments with high-quality teaching to develop the teaching curriculum, but this is a drop in the ocean of basic funding for teaching worth A2.4bn a year.

Mr Blunkett wants to give teaching a higher profile in universities. He envisages extra funding being awarded each year by the funding council to enable departments to demonstrate outstanding quality. The green paper will also encourage universities to organise teams of star lecturers in each subject, able to spread better teaching methods by video link and visiting tours.

Oxbridge teaching, page vi.
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Tom Schuller sets out an agenda for debate

Tomorrow the Government publishes its consultative paper on lifelong learning - formally a green paper, whatever its actual physical appearance. We can be sure that the design will be stylish; but what will the substance be? If today the case for lifelong learning sounds uncontentious it is worth remembering that it has taken a quarter of a century for this concept to be taken seriously at national policy level. Exactly 25 years ago the Organisation for Economic Cooperation and Development published a mustard-coloured report called Recurrent Education: A Strategy for Lifelong Learning. As a new member of the OECD secretariat, I listened with curiosity to the representative from the Department of Education and Science (as it then was), who argued that education was about preparation for adult life, and it was therefore perverse to recommend redirecting educational investment towards opportunities for learning later. But in any case, he went on, we already had a recurrent education system - except that we called it adult education. Other governments were also apprehensive about the approach; but his performance was unusually dismissive.

We have been waiting for this moment for some time. The process leading up to tomorrow's launch has been poorly handled. The Fryer Committee on lifelong learning was rushed through its early deliberations last year in anticipation of an autumn White Paper. It was left unclear how far Scotland and Northern Ireland were to conduct separate debates. Initial exhilaration has given way to confused uncertainty.

However, we have a clutch of consultation papers, with ideas in them of real potential. The Green Paper will include commitments to offering one million Individual Learning Accounts as a starter, and to launching the University for Industry with serious backing. More significant is the invitation to help fashion a comprehensive strategy for lifelong learning over the next few months.

The key task for the Government is to go on convincing us that it is serious about implementing lifelong learning in practice; the key task for the rest of us is to make sure that the debate is a constructive one. That means being clear about priorities.

I suggest four touchstones for judging progress: n A better balance between initial and continuing education. Most of the expansion of the past 15 years has been in the prolongation of initial education: higher staying-on rates at school, more young people entering directly into higher education from school; and more postgraduate education, mainly immediately following a first degree. Will the debate recognise that there is an inevitable trade-off between this kind of expansion and the spread of lifelong learning? Are we ready, for example, to double the amount put into learning accounts, rather than scrape another few per cent of 18-year-olds into universities? n A better balance between full-and part-time study. Dearing said that more of the same was not an option. He was positive about sub-degree work, but his recommendations on part-time provision were feeble in the extreme. If anything, they will reinforce the bias to full-time study which still pervades higher education, in spite of changes in student finance making more students de facto part-timers. Are we ready to dethrone the image of the full-time student on a three-or four-year course as the `real thing'? n A better balance between further and higher education. Lifelong learning means mainly local delivery. Higher education has a crucial part to play, and will have to meet this challenge. But there is a danger that formal education will be increasingly geared to delivering university degrees at the expense of other levels of provision. Will further education, with its potential range of clients, at last get fair treatment? n Lifelong learning cannot be only about formal learning. If the next quarter century is to be the learning age, it will need imaginative technical and human support systems. The University for Industry and the National Grid for Learning are first steps in that direction, but there will have to be an extensive infrastructure, supporting opportunities in the home, the shop and the leisure centre as well as the workplace.

The OECD's rationale for lifelong learning has stood the test of time. The case was based on social and intergenerational justice; on the requirements of economic change; and on the need to integrate learning with experience (the report called for a measure of deschooling, which may have been what alarmed the UK representative). A quarter of a century on, we at last have the opportunity to turn rhetoric into reality. The colour of the paper is infinitely less important than the text on the page, and on the quality of the debate that will now follow.

Professor Tom Schuller is director of the Centre for Continuing Education at the University of Edinburgh, and is a member of the National Advisory Group on Continuing Education and Lifelong Learning. He writes here in a personal capacity.
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The government is to launch a national system of "individual learning accounts" boosted by tax incentives. The accounts will be offered by high street banks and accessed by a "smart card". Education secretary David Blunkett said they could be used to pay for all types of learning, including evening classes, college courses or even towards the cost of childcare to free up time for study. Page 16; School of life, Page 9 
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"I am a living example of success through lifelong learning," says David Blunkett, the education secretary. "I did evening classes, I did day release, and I did a degree as a mature student. I've been through it all - and that's why I am such a devotee." 

The government's lifelong learning policy relies heavily on Mr Blunkett's personal commitment - especially since the long-promised white paper was downgraded to consultative green paper status earlier this month. But if the proposals published today come to fruition, the UK's universities and colleges face root-and-branch reform. 

In the document, seen by the Financial Times, ministers promise a "quiet and sustained revolution" which will transform the country's learning "scoreboard", which currently has strengths "but also some serious weaknesses". 

Some 7m UK adults have no formal qualifications, 21m have not reached level three - equal to two A-levels - and more than one in five have poor literacy and numeracy skills. 

Top of the agenda is widening access. Tony Blair, the prime minister, last October pledged funds to allow 500,000 extra students to go to university and college. This, confirmed in the paper, is to be backed up by other measures such as a university for industry and individual learning accounts. 

There will be two new pots of money. One is an adult and community education fund, with #5m next year from government and matched funding from charities and companies. The other is a #2m employee education development fund for trade unions to develop workplace education. 

In another radical step, ministers are, for the first time, "minded" to offer loans to students in their early 50s. This would be open only to students planning to re-enter the labour market and would be designed to help them retrain following redundancy. 

Another way of widening access will be increasing the range of courses offered by institutions, attracting people who are put off the existing range of degrees and diplomas. Ministers want to establish "bit by bit" qualifications, recommended by Baroness Kennedy in an influential report on further education, which would allow students to build towards a main certificate. In higher education, they want to set up a national "credit accumulation and transfer" system, allowing students to move between institutions with "credits" for courses completed. 

But the government also wants to raise the standard of post-16 qualifications, paralleling the crusade to improve the school system. The further education sector faces a testing time because, according to the green paper, some colleges have "persistent problems of low achievement and retention rates". Like schools, colleges will be expected to set annual targets to improve retention and achievement, and publish the results. 

To improve teaching, the government will create a National Training Organisation for Further Education by the end of this year, and wants all new college teachers to hold a teacher training qualification, or to have begun one within two years of appointment. This will complement the planned Institute of Teaching and Learning, recommended by Lord Dearing and designed to boost the standard of lecturing in universities. 

Simon Targett 
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The government is to launch a national system of "individual learning accounts" boosted by tax incentives. 

The accounts will be offered by high street banks and accessed by a "smart card" which could become "as common as the ordinary banker's card". 

The initiative, outlined in a green paper published today, is designed to spark the biggest renaissance of learning in the workplace since the workers' institutes at the turn of the century. 

The learning accounts will dovetail with the University for Industry - to be launched in late 1999 - which will offer learning centres in libraries, shopping malls and office blocks. 

David Blunkett, education secretary, told the Financial Times: "Just as people save for their pensions, and put money aside for personal assurance programmes, they could put money aside for learning." 

As promised in Labour's manifesto, the learning accounts will be "kick started" in January 1999, when the government will create 1m accounts of #150 each with #150m siphoned from the budgets of training and enterprise councils. 

To make them more widely available the government will, in tandem with financial houses, examine how the tax system can best give people an incentive to invest in learning accounts. The government may also channel some of the funding that now goes to further education colleges into learning accounts. 

Mr Blunkett said the accounts could be used to pay for all types of learning - evening classes, college courses or even towards the cost of childcare to free up time for study. 

The University for Industry will offer advice on spending the savings and the government is setting up a "Learning Direct" helpline. 

Mr Blunkett said the learning accounts would be backed by a #5m "adult and community fund" - supported by matched funding from companies - to be launched next year. 

He is also considering offering student loans to people in their early 50s who have been made redundant and want to retrain and re-enter the labour market. 

There are also measures to reverse this year's 18% decline in applications from mature students in anticipation of #1,000-a-year tuition fees in September. The school of life, Page 9 
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David Blunkett: letting people invest in education

THE Government will try to kickstart a learning revolution by providing each of a million adults with a #150 credit to buy a training course and whet their appetite for getting back into education, David Blunkett, the Education and Employment Secretary, said yesterday.

People would qualify for an "individual learning account" if they were willing to top up the #150 with at least #25 from their own pockets. That would be enough to buy a year of weekly evening classes to get an A level in accountancy or a five-week intensive legal secretarial course.

The Government would fund the initial scheme by diverting #150m lying idle in the reserves of training and enterprise councils. If the accounts worked, they would develop into an ambitious savings and borrowing mechanism, letting people invest in education when and where it suited them.

Participants would get a smart card to record their progress and the amount held in their account. Their personal contributions could get tax breaks and be topped up with subsidies from employers.

He would issue a prospectus later this year with details of who might be eligible. They are likely to include parents wanting to return to work after caring for children and people seeking their first A level.

The learning accounts were the centrepiece of the Government's much-delayed consultation paper on lifelong learning. It was demoted from white paper status earlier this month. Ministers said the change was insignificant, reflecting the lack of any firm legislative proposals. But there was speculation that the Treasury withheld funding for a policy that Downing Street found flimsy.

Mr Blunkett said people leaving school might have to change careers up to 10 times in a working life. "We now stand as a nation on the brink of a new learning age. Jobs are changing and with them the skills needed for the world of tomorrow ... Learning is the key to economic prosperity."

Although most local college courses were subsidised by the Government, costs could be a deterrent. A #175 learning account could fund a package of courses, including an introduction to word processing, a three day initiation to the Internet and an eight week course on accounting, for people wanting to start a small business.

Employers should not be forced to contribute to individual learning accounts since they already paid #10.5bn towards training their employees. "Their task is to train people for their jobs. Our job is to encourage them to do that ... and to use the resources of the state to help encourage individuals back into learning."

Other proposals in the paper included a new University for Industry using information technology to make courses available to people studying at home or work and in local libraries. "Old style manufacturing industry has been broken down into small and medium sized enterprises, so if you are going to teach people ... you have to provide it where they want it and when they want it."

The Government has set up a Learning Direct freephone helpline on 0800 100 900. The programme to help adults get basic literacy and numeracy skills is being doubled, with an extra #5m of government funding this year.

John Edmonds, general secretary of the GMB, said the lifelong learning policy had lost momentum.

"It is an open secret that the Government will not allocate extra money to this policy. Mr Blunkett has done his best but he has been turned over by the Treasury. Unfortunately there is a gigantic hole in the Government's policy ... the Government is continuing with the failed policy of relying on the goodwill of companies. All the evidence suggests that old-fashioned appeals to employers to introduce decent training policies just do not work."

But Bill Morris, general secretary of the Transport and General Workers' Union, said the announcement would help raise training standards.

The Learning Age: a renaissance for a new Britain, DfEE, #9.40.
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Yesterday the Government published its Green Paper on lifelong learning - downgraded from the White Paper expected since the autumn. The Education Secretary, David Blunkett, backs it, while John Edmonds asks where the money is

Last weekend's meeting of the world's leading industrialised nations in London agreed on the importance of lifelong learning if individuals and business are to meet the challenges of globalisation in the new century.

The Green Paper is designed to make a reality of this aspiration, with its radical and practical proposals for learning in the information age. It is as important to our economic and social policy as the drive to raise school standards, and the New Deal for the unemployed.

I am a living example of how lifelong learning can bring about success, whatever an individual's background. That is why I am committed to making it easier for people to learn and to update their skills by creating an individual learning revolution, including the University for Industry, individual learning accounts, and our new advice line - Learning Direct - which is already up and running. We recognise that people will increasingly want to learn at home or in work using modern media such as the Internet and digital television, as well as in more traditional colleges.

This is not to underestimate the importance of colleges and universities. Far from it; they are central to our vision. Having provided further education with an extra #100m for next year - and higher education with #165m above Conservative plans - we have already started to redress the neglect of the last few years. The Green Paper will be accompanied by our responses to Lord Dearing's report on higher education and Baroness Kennedy's report on further education.

I want to see the development of high standards in further, adult and higher education so that students can be confident about the quality of teaching they receive. It is important that all lecturers are committed to good teaching and have the skills to deliver it. Improvements in standards, access and accountability in these sectors are essential to help break down the barriers which stop people from learning and employers from tackling their skill needs.

But we must also recognise that lifelong learning will never become a reality without a willingness to embrace change. Small firms are increasingly important. The expectation of jobs for life has given way to worries about job insecurity. Helping individuals and firms meet these challenges requires radical thinking, and today's Green Paper represents just that.

No previous government has launched for consultation a programme of measures which link new, practical means of delivery with the mechanisms for giving individuals expectations and choice. Building on existing expectations and excellence, we offer through the University for Industry and digital and interactive communication, together with individual learning accounts, a new approach to learning in the 21st century.

The University for Industry has the potential to do for skills in the new century what the Open University has done to open up degree access. By offering courses from basic to advanced skills, it can harness modern technology to improve vocational skills through workplace or home computers, in learning centres, libraries and colleges.

With the increased need for portable skills, individuals will need to take more responsibility and have more choice in developing their education. They will need to "top up" learning at different stages in their adult lives. We will make real our manifesto commitment to kick-starting a million individual learning accounts today. But that is only the beginning. I am confident that introducing new ILAs will herald a more radical transformation in learning and attitudes to learning - with the cards embodying the philosophy and practice of lifelong learning.

Where the industrial revolution was built on capital investment in plant and equipment, the information revolution of the 21st century will be based on knowledge and human capital. It is crucial that we develop a leading role for Britain in the other new industries which will spring up in the new millennium. The Green Paper emphasises the importance of lifelong learning to creativity, culture and self-improvement as well as economic success.

In addition, we will be building on Investors in People, opening up a new dialogue with employees on the skills needed for the future and developing the combined academic and vocational expertise in putting behind us the divisions of the past and building structures fit for the future.

Decisions on further investment will be delivered as part of the comprehensive spending review to be concluded this summer, to coincide with the end of consultation on the Green Paper.

This is the first time that any government has produced a comprehensive strategy for lifelong learning. We will be judged on our success in preparing people for the challenges of the new century by enabling them to benefit from world-class education and training.

For more information, call the free helpline Learning Direct, 0800 100 900.

Learning scheme to last for a lifetime.

By Judith Judd Education Editor.
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One million people will each receive #150 towards education or training as part of Government plans to promote lifelong learning.

And a new "learning direct" hotline will offer advice to callers on courses on anything from basket weaving to brain surgery.

The aim is to improve the skills of Britain's workforce so that they match those of other countries.

But critics argue that the money on offer is derisory and that little extra training will take place unless employers are compelled by law to spend part of their pay bill on training.

Proposals outlined in yesterday's Green Paper promise individual learning accounts which might be targeted first at women returning to work after having children, single parents, the unemployed and workers wanting to update their basic skills.

People will be asked to add a minimum of #25 to their accounts and employers will also be asked to contribute. Ministers are considering whether to offer tax incentives to encourage employers to invest in training.

Everyone with an account, which ministers intend to become as commonplace as a bank account, will have a smart card detailing their educational qualifications and the money they have accumulated.

David Blunkett, the Secretary of State for Education, said that future workers would need to constantly update their skills because there would be no such thing as a job for life.

Thirty-five learning centres in shopping malls, housing estates and a football club are already piloting the idea. The centres offer advice about courses and learning materials in places near where people live, work and shop. They also offer one-to-one tuition.

There was widespread welcome for the principles behind the Green Paper, but doubts about the effectiveness of its proposals.

John Edmonds, general secretary of the GMB, says in today's Education+ section of The Independent that employers should be compelled by law to pay 2 per cent of their wages bill for training: "Reliance on voluntarism lies at the root of the UK's failure to match the skill levels and career opportunities abroad."

Sir Ron Dearing, author of advice to the Government on both post-16 and higher education, said the Government's heart was in the right place but the #150 accounts "will not buy much."

And Stephen Dorrell, the Tory education spokesman, said: "The Government talks of up to one million learning accounts but these are to be funded by stealing #150m from the Training and Enterprise Councils."

Mr Blunkett defended the decision not to compel employers to contribute to accounts. "They currently contribute #10.5bn towards training their employees. What we have to do is to encourage employers, individuals and the Government to work together, each playing their part in equipping the country for tomorrow."

Education+, the Eye

What #150 will buy you

What the #175 (#150 plus #25 contribution) individual learning account would buy:

A three-day intensive course on the Internet #55

An eight-week course on accounts for small businesses #42

One year's evening class on accounts to A-level #155

Five-week intensive legal and secretarial course #175

A day's first aid training #150.

#150 grants for unqualified workers to close skills gap.

By John O'Leary, Education Editor.
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A MILLION adults will be given #150 to spend on courses of their own choosing under government plans designed to close a growing skills gap between Britain and other countries.

David Blunkett, the Education and Employment Secretary, said he hoped the new "individual learning accounts", announced yesterday, would soon become as commonplace as bank accounts. "This is vital because learning is the oil that makes the wheels of the economy go round."

The first grants, targeted on areas of skills shortage and giving priority to those without qualifications in unskilled jobs, will be available next year. Learners will have to contribute #25 to open an account, but firms will be encouraged to help to pay for relevant courses. A national helpline (on 0800 100 900) will offer advice. Officials are examining proposals for tax incentives and expect to reroute some college and training and enterprise council (Tec) budgets to keep costs down.

The plans, to be funded initially from #150m in Tec reserves, were contained in a series of consultation papers, which also outlined proposals for a university for industry. A White Paper on the subject was scrapped earlier this month, prompting speculation that the full programme was not affordable.

Ms Blunkett denied that the abandonment of the White Paper amounted to "downgrading" a subject that featured prominently in Labour's election manifesto. He said the consultation papers offered a vision of another age in which people would need to be equipped to change jobs again and again. The university for industry would cater mainly for the increasing number of small firms that cannot meet all the training needs of their workforce. New technology would make specialised courses available at home or on the factory floor at limited cost.

Critics said that #175 was too little to buy effective training. But the Department for Education and Employment gave as examples an A Level in accountancy, a City and Guilds electronics course or a package including an introduction to word processing, and an eight-week course on accounts for small businesses.

Business leaders and education organisations welcomed the plans. But John Edmonds, general secretary of the GMB, said ministers had "lost momentum" on lifelong learning. "It is an open secret that the Government will not allocate extra money to this policy."

DEGREE STANDARDS TO BE SET

Universities will face new controls over the standard of degrees under government proposals announced yesterday. Expert groups will set "threshold standards" for each subject and every institution will be required to produce a code of practice to safeguard quality. The regime was recommended by Sir Ron Dearing in his review of higher education last year.

An Institute of Learning and Teaching will be established to ensure that all new lecturers are trained to teach, and 500,000 extra places will be created in universities and colleges.

(c) Times Newspapers Ltd, 1998.
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The government yesterday faced opposition from an unlikely alliance of Conservative MPs, trades unionists and academics over plans to kick-start the "learning age" with a national scheme of individual learning accounts. 

Ministers rejected Tory taunts that they were funding "an untested gimmick" and denied they had "caved in to business" after deciding not to force companies to stump up cash for the learning accounts. 

Business leaders came to the government's rescue, saying the blueprint for a university for industry represented "one of the most important educational and industrial initiatives we are going to see in our lifetime". 

As disclosed in the Financial Times, David Blunkett, the education secretary, has said learning accounts would be funded by contributions from the government via tax incentives, as well as by individuals and employers. But employers would not be compelled to make contributions because, Mr Blunkett said, they already contributed #10.5bn towards training. 

David Brown, chairman of Motorola, the car parts manufacturer, said that year on year, "investment in learning ratchets up enormously" without compulsion. He predicted companies would put "more resources at the disposal of the nation". 

But John Edmonds, general secretary of the GMB union, said the government was continuing "the failed policy of relying on the goodwill of companies". He added: "Unless real pressure is put on employers, millions of people will have no opportunity to train, and lifelong learning will be no more than politicians' rhetoric". 

John Field, professor of lifelong learning at Warwick University, said: "It is very disappointing, because employers, taken as a group, have not engaged in enough training." He said ministers would have to consider legislation if employers did not contribute enough. 

Lord Dearing, who advised the government on higher education, questioned the plan for tax incentives to boost take-up of learning accounts. "The rich will pay for their education and training anyway, and the enlightened firms are already backing their employees' training. The problem with tax breaks for individuals is that they don't help people who don't pay tax." 
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An international programme to promote jobs and combat unemployment and social exclusion was agreed by the governments of eight of the world's most powerful economies. Parmalat, one of Italy's leading food producers, launched the first equity-linked contract denominated in euros, the future European single currency. New computer viruses, which can damage companies' software and cause costly disruption, have more than doubled in the past 18 months. Britain's white goods industry last year recorded its best year for growth since the late 1980s' consumer boom, fuelled by a strong housing market and a buoyant economy. A big jump in Britain's trade deficit slowed the economy at the end of last year, though domestic spending was rising at its fastest rate for more than eight years. The government performed two rural U-turns in moves to defuse criticism of its countryside policies ahead of the Countryside March in London tomorrow. 

It announced a boost for the beef sector with news that the Treasury, not farmers, would pick up the #70m bill for new measures to tackle BSE, and also shelved plans to give ramblers a legal "right to roam". Earlier, the government also increased the target for building homes on previously developed land. European Union scientists appeared to back a UK ban on the sale of T-bone steak in a move that could herald a toughening of Brussels rules to prevent the spread of BSE. The Inland Revenue sent demands for #100 to 670,000 taxpayers. The fines are levied automatically on taxpayers who missed the January 31 deadline for sending in tax returns under the new self-assessment system. The government is to launch a national system of "individual learning accounts" boosted by tax incentives. The accounts will dovetail with the University for Industry to be launched in 1999. Big corporate donations to political parties could be killed off under proposals on party funding published by Labour. Companies would have to obtain majority shareholder approval to make a donation, and shareholders opposing the donation would qualify for a rebate in proportion to their shareholding. The government is prepared to spend up to 10 times as much as originally planned to ensure UK businesses are aware of the need to tackle the millennium computer "bomb". 
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Had Sir Richard Sykes not been otherwise engaged last week, he would have had time to focus on a development of even greater potential significance for UK plc than the merger collapse. As a committed advocate of Britain's need to improve its skills base, Sykes would have welcomed the announcement by David Blunkett, employment and education secretary, of a lifetime learning initiative to enhance the skills of Britain's workforce.

Blunkett and Gordon Brown, the chancellor, want to establish a University for Industry - a kind of Open University equivalent for the business world - providing training and self-development funded by a system of individual learning accounts that would enjoy tax relief.

If these proposals can be implemented in practical form, they will be seen as a watershed in Britain's attempt to make up the huge skills gap that has opened up over the post-war decades between it and the better-qualified workforces that exist in mainland Europe, America and - increasingly - in Asia.

Over the past 20 years, only one British institution - the Warwick International Manufacturing Group, founded and run by Professor Kumar Bhattacharyya - has attempted to close this gap by giving thousands of post-graduate engineers a thorough grounding in technology and finance while working in close partnership with industry. The challenge for Labour is to widen and deepen the Warwick example, extending Bhattacharyya's best practice across the spectrum of Britain's inadequate education and training system.

(c) Times Newspapers Ltd, 1998.
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John Carvel looks at the latest statements on lifelong learning

As a political slogan, `Bugger Bognor' is not well designed to win support on the south coast. The phrase was coined by King George V and seized on by Baroness Helena Kennedy to express her disappointment on first hearing the news that the lifelong learning White Paper was to be demoted to consultative status - without spending commitments that might frighten the middle classes.

She was quoted in the Guardian Higher on February 10 as saying: `If you are worrying about how it will play in Bognor then `bugger Bognor'. For most of the middle class, education is something they want other people to have because they know the benefits are for us all.' Now the phrase has been taken up as the title of the first pamphlet from the Independent Labour Network, a grouping associated with the ejected Labour MEPs, Ken Coates and Hugh Kerr. It is by Michael Barratt Brown, the founding principal of Northern College - the job now held by Bob Fryer, head of the Government's lifelong learning advisory group.

Writing before the Government's responses to the Dearing, Kennedy and Fryer reports were published last week, he said: `The flaw is financial. All three committees have had to work within warnings from the Treasury that there would be no more money and threats from the employers that they could afford to contribute no more.

`What is fatally missing is any proposal to the Government that paid educational leave should be made a statutory requirement on all employers (including) the small and medium-sized enterprises where many of those with no opportunities for learning at work are to be found.' David Blunkett was non-committal about extra funding beyond the use of #150m lying idle in training and enterprise council reserves to feed the individual learning accounts of one million returners to education. Decisions on that await the outcome of the comprehensive Whitehall spending review in the summer.

The education secretary hinted that there might be tax breaks for learners (although that may not help the poorest who pay little tax) and employers would be encouraged to top up the learning accounts on a voluntary basis. But they would not be compelled to do so since they already paid #10.5bn towards training their employees.

`Their task is to train people for their jobs. Ours is to encourage them to do that ... and to use the resources of the state to help encourage individuals back into learning', he said.

Bugger Bognor: #2 from Independent Labour Network, 8 Regent Street, Mansfield, Notts NG18 1SS.

British lead can help Europe's jobless in quest for employment - Analysis.

By David Blunkett.
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People need to be enabled to embrace adaptability, says David Blunkett

When Robert Carlyle slips off his jacket in The Full Monty, he's bringing to life the full concept of employability. For most people, it won't mean stripping for a living - but instead it will be their passport to the future. It is likely that most people won't have one job for life - but several. That means learning new skills to survive, ensuring that if you lose your job you are more likely to be able to get another.

Today ministers from every government across the European Union will be in London to ensure that employability moves from being just a word for labour market experts to something that business and individuals understand and support.

There will be good news for Britain too. For the first time we have won money under Objective Four of the European Social Fund to support improved skills and lifelong learning in this country. There will be #160m over the next two years which will back the work of our Skills Task Force and help to set up our new University for Industry. Both activities will be crucial to business and employees in preparing them for the challenges of the future.

We have taken a new approach to today's meeting. We will be involving people who are not politicians, civil servants or employment analysts. These will include a Cornish charity worker who got her start through our New Deal and someone who the Prince's Trust has helped to start his own company, which now exports to 20 countries worldwide. There is even a report back on today's meeting by seven pupils from a school in Wapping, East London, engaged in a community project on newspaper production.

None of these achievers can be dismissed as government cheerleaders. They're people who are determined to succeed in a tough jobs market. And they know the value of the practical help that governments can give.

In the past, there appeared to be two options for the unemployed: the dole or makeweight schemes. Instead, we want to see real jobs with real training leading to real success. People moving off welfare and into work, enhancing their own employability. This means a broad approach which is why for the first time today, as part of our presidency of the EU, we are bringing together ministers covering education as well as jobs and social affairs.

In my department we have broken down the old barriers between education and employment. Our recent Green Paper on lifelong learning is only the latest example of how employability runs through all my department's policies. But we have to see that broader approach adopted across Europe if we are to help people to adapt to these new realities. We need to marry that with greater flexibility and adaptability in the labour market.

This means individuals taking their responsibilities seriously as well as Government and employers - which is where both individual learning accounts and the University for Industry will make a difference.

Ministers in our Government accept the need for this new approach. But we need to ensure that ministers in all governments across the EU appreciate its relevance too. Some, like my opposite numbers in France, Martine Aubrey and Claude Allegre, are already developing this approach in tackling social exclusion and offering help to people affected by change. But just as our record in jobs is better than in many European countries, we want to give Europe a new lead on adaptability and employability.

Lifelong learning and employability offer real opportunities for business and individuals to adjust to change, to develop new skills and carry out new work, providing a third way between job-destroying over-regulation and the threat of the removal of legitimate social protection.

The author is Secretary of State for Education and Employment.

(c) Times Newspapers Ltd, 1998.

Not Available for Re-dissemination.

BUDGET - #100m for training likely to focus on IT - SKILLS. 

By Andrew Bolger, Employment Correspondent. 

389 words

Publication date: 18 March 1998

Source: Financial Times

Page: 8

(c) 1998 The Financial Times Limited. All rights reserved 

The chancellor announced a further #100m to be spent on training next year out of the #250m of extra spending earmarked for education. 

Gordon Brown said: "Today, whilst many are unemployed, extensive skill shortages hold back our economy." 

There is no doubting the scale of the problem. About 7m adults in the UK have no formal qualifications, 21m have not reached level three - equal to two A-levels - and more than one in five have poor literacy and numeracy skills. 

David Blunkett, the education and employment secretary, will next week give details of how the extra cash will be allocated. 

The Treasury said: "This spending will reflect immediate priorities, in particular the shortage of people with skills in information technology following structural changes in the use of IT in the early 1990s. 

"The millennium time bomb has added to this problem. And there are significant shortages in other areas of high technology, a reflection of inadequate education and training in the past." 

The government believes its planned University for Industry will play a key role - in spite of widespread scepticism over how it will be funded. Drawing on the inspiration of the Open University, the UfI will seek to link people, employers and educational institutions by computer and distance learning. 

Another prime candidate for support is the government's Individual Learning Accounts scheme, announced in the July Budget last year. It is seen by the government as one way of funding the training needs of a million people on low incomes. 

One million individual learning accounts will be created, backed by #150m drawn from the reserves of Training and Enterprise Councils. The government will initially provide #150 for each account, the individual will have to add at least #25 and employers will be expected to top up. 

Learning accounts will be funded by the government via tax incentives, as well as by individuals and employers. Employers will not be compelled to contribute because they already pay #10.5bn towards training. 

Last week the government said it would receive #160m from the European Union's social fund over the next two years to support the UfI and its plans for lifelong learning. 
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Is lifelong learning just continuing education under a different name? There is a danger that the Green Paper, although much better than its critics have allowed, will reinforce that impression.

But the key to the future lies in understanding how lifelong learning is radically different.

`Continuing' is compatible with the old thinking of an initial phase of post-16 education which is the major experience and which is then followed by ad-hoc and spasmodic further experiences. The existing system is organised and funded on this basis.

`Lifelong', on the other hand, doesn't follow anything. It covers the beginning, middle and end of the experience from cradle to grave and its truly r adical implication is to require an overhaul of the whole education system.

Lifelong learning requires a holistic approach organised from the students' perspective. In practice the first change must be one of language. We must use the word learning, not education. Ministers can lead the way. David Blunkett should become the Secretary of State for Learning and Employment with a similar change for his department. And, if we still need the terms further and higher, let us refer to further learning and higher learning.

In structural terms the essential need for students is the creation of a coherent and understandable qualifications system in which curriculum and progression links are clear. The framework needs to be related to credit accumulation with generally-accepted tariffs between credit points, levels of attainment and qualification. There is much good work going on but it needs a fresh impetus which the Qualifications and Curriculum Authority must bring.

Here is a good example of where our existing structures are not compatible with a lifelong learning approach. For, in higher education, the Quality Assurance Agency will claim the remit for creating a credit framework. What we need is an all-through framework and not demarcation disputes.

A credit-based qualifications system would also enable funding to be credit-based. This provides the flexibility which lifelong learning requires. A credit-based funding system is compatible with, and can be adapted to, whatever combination of public and private funding the Government wishes to adopt. It can also be used as the denomination of individual learning accounts.

It is an open question whether comprehensive lifelong learning based on a coherent qualification system needs additional classifications. Do we still need to differentiate between further and higher either in the level of qualification or types of institution? There may be international reasons why the name `university' needs to be preserved and protected. The term `further', however, is redundant. In a lifelong learning context, what is it further to? We can either use `lifelong' as the basic concept of our post-compulsory system or we can use `further'. Using both, as we do now, just complicates and confuses.

Having two separate sectors each with their own funding councils also complicates and confuses lifelong learning. One effect is seen regularly. Every time lifelong learning is mentioned the representatives of the two sectors, including their funding councils, each appear claiming to be the leading player. We need to replace the two existing councils with a Council for Lifelong Learning which could take a holistic approach to the whole of the post-compulsory system.

The establishment of such a Council would also call into question the role of Training and Enterprise Councils in this area. Truly embracing the concept of lifelong learning offers the opportunity of moving beyond the tradition of crab-like progress which has been the norm in providing for the learning needs of adults. It has the power to produce a radical transformation of our post-compulsory system and to provide the `big picture' which the Prime Minister seeks.

To achieve that, we need a new Education Act of fundamental reform which will transform 21st-century education in the same way that the 1944 Act transformed the post-war environment. It will require courage from the Government but what else is the point of a majority of 179?

Professor Leslie Wagner is Vice-Chancellor of Leeds Metropolitan University.
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The government's University for Industry will lead the UK's "learning revolution", David Blunkett, the education and employment secretary announced yesterday. 

He promised an initial #15m worth of state funding to "kickstart" its launch in 2000. 

Ministers estimate 2.5m people will be using the university's information services by 2002 with more than 600,000 individuals annually taking part in its learning programmes. 

"We believe UFI will quickly become a household name," said Tessa Blackstone, education minister. 

The university prospectus is based on a feasibility study carried out for the government by David Brown, chairman of Motorola in the UK. 

Lord Sainsbury, a financial supporter of the Labour party and head of the retail group, has been appointed chairman of the university's board, it was announced yesterday. 

A chief executive will be appointed by the government in the autumn. The university will establish a website in the winter. A franchised national network of learning centres will be created next spring. 

Individuals will gain access to the university in workplaces and existing educational institutions but also in shopping centres, supermarkets and football clubs. The government said the university would be a "financially viable organisation within a defined time horizon following launch, with the proportion of public sector support declining as the UFI's revenue streams increase". 

The university will eventually be privately-funded and will charge users, mainly through individual learning accounts. Basic skills courses will be free. 

The university will have four priorities, Mr Blunkett said yesterday: 

* Improvement of basic literacy and numeracy. The university has been set a target of training an additional 200,000 people annually in basic skills to level two of the national qualifications framework within five years. 

* Information and communication technology training for the workplace. The university will be required to ensure an additional 200,000 people enter into training within five years. 

* Meeting the skill needs of small and medium-sized companies. The university will be asked to deliver services to 100,000 start-up businesses and 50,000 established companies annually within five years. 

* Training for automotive components; multi-media; environmental technology and services; distributive and retail trades. 

Lord Sainsbury said the university would act as a broker, facilitating access to education and training provision. 

It would also stimulate new demand and develop innovative products and services. The university would work with, rather than replace, the wide range of existing bodies that already provide learning. 
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The Blairite solution to such on-going issues as low education achievement, chronic ill health and poor prospects for employment is to identify parts of Britain where these problems cluster and then concentrate resources. Smart. Will the policy work? Guardian writers offer their assessments

Jobs: Charlotte Denny: Employment zones are areas where the usual national programmes for the unemployed will be ditched in favour of running trials of local initiatives. The five areas chosen to pilot the scheme all have high concentrations of the long-term jobless.

`Employment Zones will give communities the flexibility to devise local solutions which best meet local needs,' said the Employment Minister, Andrew Smith, when he invited bids for zone status last September.

Plymouth, Liverpool, north-west Wales, south Teeside and Glasgow began running their own programmes in February. The schemes must all include training plans to improve employment prospects, business enterprise to help the jobless move into self-employment, and neighbourhood regeneration - work which improves the wider community.

Ideas from the five areas include individual learning accounts, mentors for the jobless, free child-care vouchers, and specialised training for seasonal workers. In some cases benefit rules will be relaxed, like the ban on studying more than sixteen hours a week while on Job Seekers Allowance. The Government is hoping that the zones will replicate the success of initiatives like the Wise Group in Glasgow which has a better record than the Employment Service at getting the long-term jobless back into real careers.

The schemes will be aimed at people aged 25 and over, who have been out of work for more than a year; a group whom the Government's critics say have been neglected because policies have focused on the young unemployed. Participants on the schemes will be volunteers who will receive their benefit plus a A15 a week top-up. Some 5,000 people will be covered in the five zones.

Like the New Deal, programmes will be run by a combination of Government, local businesses and voluntary organisations. The A58m budget is fairly small by New Deal standards, but if the programmes are successful the Government will expand the best features nationally.

The inspiration for pouring in resources to specified parts of the country came from Chris Smith when he was opposition spokesman for social security. He suggested consolidating all the resources spent on unemployment through benefits, training programmes, regional assistance budgets and European funds into one budget, and allocating grants directly to individually tailored schemes.

Experts are cautiously enthusiastic about the potential of the zones to generate new approaches for tackling unemployment. The biggest danger, according to John Philpott from the Employment Policy Institute, is that the Government could get cold feet when it comes to implementing the ideas across the country.

`The previous government would launch pilots and them let them drop regardless of how successful they were. It shouldn't just be about talking up sexy ideas but about seeing them through.' Local support is the key, says Paul Convery from the Unemployment Unit. `It demands high levels of local political leadership.'

Education John Carvel Education action zones have caused more fear and suspicion than any other item in the Government's programme for raising school standards. The reason is that they are designed to be testbeds for innovations - any one of which could become the template for radical reform of the education system in the later years of a Blair administration.

When David Blunkett, the Education and Employment Secretary, indicates that he would like to see at least one zone run by a business-led consortium, he frightens local authority leaders who think they may lose control of the education service to the private sector some way down the track.

When he suggests that zones could disregard national agreements on teachers' pay and conditions, he puts the wind up the unions who worry that this may be the first step towards a system of local bargaining that could be to the disadvantage of many of their members.

Members of the educational establishment who care passionately about maintaining a broad national curriculum watch anxiously as Blunkett promises that the zones will have much greater freedom on the syllabus they teach, as well as the length of the school day and holidays.

School governors may also be wondering about their future role, given a provision for them to cede their powers to the zone organisers.

The zone idea was floated for the first time in Labour's election manifesto as a way of channelling extra funding into deprived areas. Each zone will include about 20 schools - two or three secondaries and a cluster of feeder primaries. The zone will be run by a partnership `forum', usually including the LEA, training and enterprise councils, businesses, community organisations, parents and schools. The partnership will have powers to contract management to private companies.

Blunkett invited bids for the first five zones in January. His department is sifting through 60 applications, and it is now expected that more than five will come into operation in September. A second bidding round is imminent and 25 zones should be running by next January. More will be announced later in the Parliament.

Each will get A500,000 of extra funding - half from the Treasury and half from business sponsors. The zones will also be at the front of the queue for other initiatives, including specialist school status which can bring extra resources for secondaries concentrating on technology, modern languages, sport or the arts.

That may be enough to add about 5% to school budgets, allowing heads to appoint `advanced skills teachers' with financial incentives to keep the ablest performers in the classroom.

Ministers would like to see an overlap between zones for education, health and employment to show what could be done for a community with all these services on song together. This has encouraged the bidders from Plymouth which has already been awarded health and employment zones, but its success on the education side is not guaranteed.

Blunkett has assured teachers that the zones are not an attempt to privatise education. He said that firms would not be able to make a profit by taking over state education, although they could win management contracts. Unions have been comforted to discover that most bids are coming from consortia promising to uphold national pay agreements.

Ministers have a dilemma. They want the zones to work smoothly, but they do not want them to uphold the status quo.

Health

Sarah Boseley Health Action Zones were first mooted by Frank Dobson, the Health Secretary, in June last year. Three weeks ago, his department named the eleven areas that have put in successful bids to pilot the scheme. They will get substantial investment - A4m in 1998/99 and A30m in 1999 - to set up projects.

All will be different, although the underlying cause is fundamentally the same - poverty. In the South Yorkshire coalfields of Barnsley, Doncaster and Rotherham, it is young people whose job prospects are blighted by pit closures and old people who have chronic sickness who will be the focus. In the London boroughs of Lambeth, Southwark and Lewisham, the aim will be to reduce the number of under-age pregnancies, which are the highest in the country.

The projects will have been set up by local health authorities and councils: they know local needs. In Luton, the plan is to encourage Asian women to go for cervical smear tests, and to appoint female consultants in a partnership between the NHS and the Asian community on child development.

In Bradford, a new community-based diabetes service is being set up to tackle a disease that is the main cause of blindness and a major cause of coronary heart disease. The idea is that the NHS locally - GPs, hospitals, health authority and community - will work together instead of allowing patients to ricochet around the system. Dobson said that in a Health Action Zone `bureaucratic obstacles ... will be removed.' Healthy living centres will be set up in Northumberland. These will vary enormously in size, scope and location, and will act as drop-ins, advice, health, fitness and social centres for the community. The government's Health Of The Nation paper cited two existing examples - one in Newcastle offers fitness programmes for people with chronic conditions alongside physiotherapy, chiropody and arts and health projects, while another in Tower Hamlets has a day nursery, a community cafe, a Bengali outreach project and a health care centre.

Targetting poor areas is not a new idea nor one that has worked well in the past. Joan Higgins, professor of health policy at Manchester University's health services management unit, says in an article in Health Services Journal (April 16) that evaluations of similar projects from the 1960s revealed firstly, that an area-based rather than people-based approach only addressed the needs of a small minority, and secondly, that `demonstration projects' had little lasting impact.

But this Government will be aware both of past failures and of the acute need to lessen the gap in the health of rich and poor in the country. This is their big project towards greater health equality and they do not mean that it should fail.
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Pledges kept, pledges broken

PHASE out the assisted places scheme, use money saved to cut class sizes to 30 or fewer for 5 to 7-year-olds: Begun. About #22m diverted this year.

Guarantee nursery places for four-year-olds: Done.

Use Lottery money to improve teachers' information technology skills: Done.

Establish minimum periods for homework for pupils: New guidelines issued last week.

Inspect local education authority performance, sending in improvement teams where failing: Legislation going through Parliament. One hit squad at work in Hackney.

Ensure all teachers have an induction year: Consultation paper issued this month.

Create a General Teaching Council to promote standards: Details announced last week.

Establish mandatory qualifications for headteachers: Done.

Introduce longer pay-back periods on student loans: Done.

Invest #150m of TEC money in Individual Learning Accounts for up to one million people: Done.

Create a University for Industry as public/private partnership: Pilot in Sunderland.

Introduce 10p income tax rate: This will happen, but not yet.

Cut VAT on fuel to 5%: Done.

Match current inflation target of 2.5% or less: Target relaxed. Inflation 2.6%.

Reform the Bank of England: Done. Bank has independence in setting interest rates.

Stick to planned public spending allocations for first two years in office: Done, though money taken from reserves and windfall tax to raise overall spending on health and education. Lottery funds raided for state spending.

Introduce a minimum wage: Legislation in place, but the armed forces excluded and under-25s may be or given a lower rate. Rate yet to be set.

Consult on how to enforce employees' right to belong to a union 'where a majority of the workforce vote for the union': Decision imminent.

Get 250,000 under-25s off benefits and into work: Number of young unemployed already below 250,000 before the New Deal fully began this month.

Offer lone parents job search, training and after-school care package through the Employment Service: Done. But also implemented Tory-proposed cuts in lone-parent benefit.

Take 100,000 people off NHS waiting lists by using #100m saved from bureaucracy: Lists are up 100,000. Promise to get them below May 1997 level by April 1999, then cut them.

Ban tobacco advertising: EC legislation soon to be passed by the European Parliament, but the ban on sports sponsorship exempts Formula One.

Establish an independent food standards agency: Legislation going through Parliament.

Raise spending on the NHS in real terms every year: Funding increased by 2.2% this year. Tories say it's less than average rise under them.

Halve time taken to get persistent young offenders to court: Figures expected within next fortnight will probably show a reduction in most places.

Introduce child protection orders for children left out on their own late: Legislation going through Parliament.

Create offence of racial harassment and crime of racially motivated violence: Legislation going through.

Appoint an anti-drugs supremo: Done.

Pilot use of compulsory drug testing and treatment orders for offenders: Legislation going through Parliament.

Provide greater protection for victims in serious sexual offence trials and those subject to intimidation: Inter-departmental review nearly done.

Allow a free vote for a complete ban on handguns: Done.

Introduce comprehensive enforceable civil rights for the disabled: Disability Rights Commission to be set up. #200m has gone into work projects for disabled. About 6,000 have had disability benefits cut under a review of 400,000 individual cases.

Introduce a national childcare strategy to help women balance work and family life: #300m set aside for after-school clubs to help mothers stay at work, plus childcare tax credit to make sure the low paid can afford childcare.

Retain child benefit and keep at least in line with prices: Done. Next year #2.50 promised on top of inflation rise.

Clamp down on housing benefit fraud: New Benefit Fraud Inspectorate will investigate in every council. First report, on Blackpool, is already out.

Increase basic state pension at least in line with prices: Done.

Create stakeholder pensions allowing more people to join second schemes: Consultation paper issued this year.

Retain Serps for those who wish to remain in it and introduce 'citizenship pensions' for carers: Green paper soon.

Pension splitting on divorce: Draft legislation soon.

End right of hereditary peers to sit and vote in the Lords: Negotiations in progress.

Oblige parties to declare the source of all donations above a minimum figure and ban foreign funding: Inquiry under way as prelude to legislation.

Introduce a Freedom of Information Act: Done.

Hold referendums on the devolution of Scotland and Wales and legislate on devolution in first year if the referendums back change: Done.

Strengthen the Union (of England and Scotland) and remove threat of separatism: Polls show Scottish Nationalists gaining and may even be ahead of Labour in Scotland.

Sign the Social Chapter: Done, in that EU laws on setting up works councils and on parental leave apply to UK. Labour is opposing new EC directive which would extend works councils to firms with 50 staff.

Ban sale and manufacture of anti-personnel mines: Done.

Ban sale of arms to regimes that might use them for repression or aggression: Lobby group Saferworld has complained of 100 arms export licences for Turkey, Indonesia.
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RELATIONS between Margaret Beckett and Gordon Brown were seriously strained last night after the President of the Board of Trade lost her battle over the national minimum wage.

Mrs Beckett was said to be "spitting blood" over the Chancellor's insistence that the rate for young people should be lower than that recommended by the Low Pay Commission.

The commission had proposed a rate of #3.60 an hour for most employees - which Mrs Beckett will confirm to the Commons today - and one of #3.20 for those aged between 18 and 20.

Mrs Beckett had pressed for the commission's recommendations to be implemented in full, but after a fierce Cabinet battle, it was agreed that the lower rate should be phased in over 15 months, starting at #3, and apply to 21-year-olds as well. For older workers there will be a lower "development rate" below the #3.60 an hour for those who are just starting in a job.

The decision marked a victory for Mr Brown, who was supported by the Prime Minister, over his long-time ally Mrs Beckett and other leftwingers. And his "olive branch" offer to put more government money into the new "individual learning accounts" to help people pursue education and training throughout their lives was apparently rebuffed by David Blunkett, the Education Secretary, who argued that it would be counter-productive.

With Mr Blair certain to reshuffle his Cabinet next month, there was speculation yesterday that Mrs Beckett would be moved from the industry department. However, one ministerial source close to both Mrs Beckett and Mr Brown said: "They have had a serious tiff, but they will make it up. They need each other."

The trade unions were meanwhile gearing up to attack the proposals when they are outlined today. John Edmonds, general secretary of the GMB union, said it was scandalous that the low-pay recommendations might not be implemented in full.

He said: "I don't know why we went to the bother of setting up a Low Pay Commission in the first place. Why didn't we just ask Gordon Brown for his opinion and publish that instead? It is scandalous that a unanimous report, supported by both sides of industry, should be cherry-picked by the Government."

Delegates at the annual conference of the country's biggest union, Unison, also criticised the main rate, but they decided against holding a national demonstration and threatening industrial action in spite of having earlier voted to escalate the union's campaign.

Rodney Bickerstaffe, the general secretary, said there was a feeling of anger at the way the commission's report had been treated, at the government leaks about its recommendations, and at the proposed minimum wage. He said that a rate of #3.60 "at the end of the 20th century, in one of the richest nations on earth ... can't be right".

But at the same conference, Ian McCartney, the Trade Minister, told the unions to stop "whingeing" and get on with implementing the measures unveiled by Labour since the election aimed at boosting workers' rights.

The introduction of a minimum wage was an important step and the unions now had to recruit members and fight for rights, he said. "Get out there and do the job because we have given you the tools to do it with."

Mr McCartney, a long-time campaigner for the minimum wage, also urged the conference not to back empty resolutions, rhetoric and calls for demonstrations and strikes, saying: "Do not snatch defeat out of the jaws of victory."

(c) Times Newspapers Ltd, 1998.
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Working week

YOU may know your PAYEs from your SAYEs, but there's a new acronym on the block worth knowing if you need a little extra cash to pay for training. A new SAYL - save-as-you-learn account - promises a bonus of 20% on any money saved by you or on your behalf for training or further education, whether vocational or academic.

Anyone over 18 can open a Save-to-Learn account with the Kent Reliance Building Society. Once your account is approved and your passbook been issued, for every #1 you save, Kent TEC will add a 20p bonus.

On top of the bonus paid by the TEC, the building society will pay 5% gross interest per annum. Savings into the account can be made on a regular basis or as occasional lump sums. However, to earn the bonuses and interest, you must keep the account open for at least three years.

The scheme dovetails with the Government's strategy on lifelong learning and Individual Learning Accounts and Kent TEC believes it could become as popular as Career Development Loans.

Barclays Bank is also in the mood for awarding bonuses, this time to small firms with fewer than 50 employees. Businesses which take out a Small Firms Training Loan from the bank can look forward to a cashback payment of between #150 to #750 depending on the advance.

TOMORROW may be a day for mum and kids to treat dad, but for many cost-conscious employers "fathers" remind them of the impending EU directive on parental leave. The diktat will give men the same rights as their female counterparts to unpaid parental leave of up to three months following the birth or adoption of a child, to be taken up any time up to the child's eighth birthday.

Workers must be protected against dismissal on the grounds of applying for parental leave and should have the right to return to the same or an equivalent position. Any rights negotiated before the leave, such as pay rises, promotions or bonuses, should be fulfilled by the employer.

THE newly-merged Price Waterhouse and Coopers & Lybrand is showing a voracious appetite for IT professionals. It requires an estimated 1,000 recruits a week around the world. Details: contact Tim Forster, recruitment manager, on 0171-939-3000.

HM Land Registry and City & Guilds have formed a partnership to develop a new qualification which reflects the combination of legal and administrative expertise required in the process of land registration. The introduction of Law and Practice of Land Registration will hit the ground next year.

Nick Pandya.
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Support for college students could soon be reformed, says John Brennan

One of the success stories of UK education over the last few decades has been the massive expansion in opportunity to study in higher education. Crucially, this has been underpinned by generous support for students.

Meanwhile, an even more impressive achievement has taken place in further education where total enrolments have risen from about 1.5m to four million in England. For those whose educational progress makes HE unattainable at 18-plus, or worse, for those for whom economic and social factors conspire to make staying on between 16 and 19 unattractive, continued education is a constant financial struggle. Yet more than 300,000 adults study full-time on further education courses. Only about 36,000 of these receive discretionary awards.

There remains a worrying minority of young people drawn disproportionately from among the lowest social groups who leave education at the earliest opportunity, often with little or no formal attainment, for whom family financial pressures are a major factor in post-16 choices.

The Further Education Student Support Advisory Group was set up because ministers at long last recognised that the discretionary awards system for further education has failed.

The recommendations of the group aim to lay the foundations for a new, fairer system.

There can be no justification in further education either for a system which grants relatively generous levels of support for students attending a college in Cumbria while denying them to students attending a college in Warwickshire. Or worse, denying support to a student living in Liverpool who chooses to attend a course in Bootle.

Adult students in colleges are already required to pay fees, with remission only for those on incomes at family credit level typically around half the starting point for means-testing in higher education. The average level of maintenance support for those lucky enough to get assistance is around #1,200.

Equal support for FE students can only be a long-term goal, given the costs involved, but by targeting those most in need, a start can be made. For a modest contribution - guaranteed assistance with transport and an educational allowance of no more than #300 to #500 a year - we can give those 16-19 year olds for whom family and social pressures against continuing education are strongest a powerful incentive to make the critical breakthrough to qualifications beyond GCSE.

If the government is serious about creating a lifelong learning culture, inequities in support between college and university students cannot be justified any longer and must be narrowed. Failure to respond swiftly will be to condemn another generation of college students to a degree of poverty unknown in universities.

For the longer term the issues are as much ones of political will as of resource s. If Ministers are prepared to look seriously at turning child benefit into targeted support for continued participation, to harmonising the support available through Youth Training, Career Development Loans and other programmes, at linking ideas on student support with those on Individual Learning Accounts, and to sorting out the jungle of social security regulations which affect study, then resources can be released which would make it possible to erect a system which offers financial incentives in favour of lifelong learning.

John Brennan is Director of FE Development at the Association of Colleges and a member of the FE Student Support Advisory Group but writes here in a personal capacity.
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Anne Wright, vice-chancellor and chief executive of Sunderland University, has been appointed chief executive designate of the University for Industry, a government initiative aimed at improving skills. 

Drawing on the inspiration of the Open University, the UfI will seek to link people, employers and educational institutions by computer and distance learning. 

David Blunkett, education and employment secretary, also confirmed that Lord Sainsbury, the retailer who was recently appointed science minister, would continue as chairman of the UfI's transition board until a permanent chairman was appointed. 

Wright, who was awarded the CBE in 1997 for services to higher education, will take up the post full time in November. 

There has been widespread scepticism over how the UfI will be funded. The government said its #15m investment in 1998-99 was the first step towards ensuring that the UfI was launched successfully in 2000 and made a significant impact on participation in learning and achievement. The government hopes the UfI will eventually be privately funded and will charge users, mainly through individual learning accounts. Ministers estimate 2.5m people will be using the university's information services by 2002 with more than 600,000 individuals annually taking part in its learning programmes. 

Wright said: "I am delighted to have this unique opportunity to help set up one of the most exciting initiatives in lifelong learning in decades. 

"The University for Industry will play a crucial role in making learning more accessible for more people. I hope it will make a major contribution to improving skills and the competitiveness of businesses. Ultimately, it will be one of the most important drivers of change in learning." 

Since 1998, Sunderland University has run, together with the Institute for Public Policy Research, a pilot University for Industry project. 

Blunkett said: "We are fortunate to have someone of Anne Wright's experience, enthusiasm and commitment to lead the way ahead". Andrew Bolger 

Copyright Financial Times Limited 1998. All Rights Reserved. 
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No A levels? Then you too could be a deputy prime minister. Karen Gold says entering university is still possible

John Prescott did it. Sheila Hancock did it. Willy Russell's educated Rita did it. So when better than A-level results day to remember that thousands of people get degrees without ever passing an A level.

There has always been a way for the really determined to get to university without the usual exams. John Prescott and Sheila Hancock took the two longest-established routes: he went to Ruskin College Oxford, one of Britain's seven adult residential colleges; she did an Open University degree.

But the last decade has seen a proliferation of new second-chance paths into higher education. More than half of all students are aged over 21. Over a third come into university without A levels and with government plans for half a million more students by 2002 and a series of new schemes to turn people on to learning, the next 10 years could see another expansion just as big.

The latest door to open up higher education for people without A levels is the access course. These one-or two-year, full-time or part-time courses are a kind of fitness training for a degree. They teach self-confidence, essay writing and library skills, as well as academic subjects. They are open to people with no qualifications at all, provided they are considered capable of coping with the course (that generally means a literacy requirement and - for science and technology - some numeracy too).

Ten years ago there were a handful of access courses, mostly in either humanities or social sciences. Today, there are 30,000 students on 1,200 access courses in every subject imaginable: rock music, hotel management, engineering, teacher training, Welsh. In most cases, provided you pass the access course, you are guaranteed a place on a related degree.

There are other non-traditional routes to becoming a graduate: an extra `foundation' year for science and technology, usually for people who have failed science A levels; a transfer from a two-year Higher National Diploma (entry requirement only one A level) to a degree. But with access courses, the main pathway for people without qualifications, the question is whether demand for them will continue to grow and whether they will open the doors to HE for everyone. The answer to both questions is probably not. Demand among mature students for university places has slowed. Local colleges have begun to offer `pre-access courses' in order to draw in people who are even less academically confident.

Established access courses have been most successful in attracting middle-class women with young children and young black women. Colleges now are going out to football pitches and pubs, running campaigns using Gladiators, trying to draw in the still under-represented groups, particularly men.

If there is a new access explosion, it will almost certainly come via work-based and work-related learning. Some universities will count work or life experience as part of your degree. Trade unions such as Unison are signing agreements that include an entitlement to learning for their members. Baroness Helena Kennedy's 1997 radical blueprint for the future of further education called for 50,000 workplace learning centres to be set up in the next 20 years.

The goal is for anyone, whatever their academic background, to be able to gain qualifications in small steps. The Government's University for Industry and promise of a million individual learning accounts worth #150 per person are the first step towards that.

The next step will be taken by people such as the car worker at Ford in Dagenham, who used his first #200-a-year education entitlement for swimming lessons. The next year he learned chess. The year after he took a GCSE and the year after that an A level. Now he has a degree.

Useful books: Returning to Learning by Allen Parrott and Ted Wragg, published by Longman, #2.99; The Mature Students' Guide to Getting into Higher Education, by Liz Maynard and Simon Pearsall, published by Trotman, #5.95.
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THE AEEU is to be congratulated for its innovation in offering a stakeholder pension scheme to its members (Union stakes its claim, August 26). The misselling scandal has shown that profit-driven provision can be highly risky. Virtually the only organisation most working people trust is their trade union.

Unions should also offer individual learning accounts and and individual savings accounts. They could also extend them to non-members. It may be that by rediscovering some of the original functions of trade unions, in terms of self-sufficency and independence from the state, their future is being assured.

Brian Kelly.

Stockton-on-Tees.
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Trade unions want to end their adversarial approach to employers and help them solve the UK's competitiveness problem, according to a presentation TUC leaders have made to Tony Blair. 

Union leaders told the prime minister that the best deal for their members depended "on their employer's organisation being successful". This was the way to ensure "the creation and maintenance of high-quality secure jobs". 

The TUC assured Mr Blair in talks last week that the unions intended to upgrade the skills of shop stewards and full-time officials so they could build successful partnerships with companies. 

The TUC will develop consultancy services for unions and employers and collect and spread union examples of best partnership practice. 

The TUC's new strategy marks a decisive break with past attitudes and indicates an eagerness to assist employers in adding value to their operations. The unions want their shop stewards to become supporters of employers by helping them to turn their workplaces into learning organisations. 

The presentation to Mr Blair also shows that the TUC wants to develop a new role in its relations with government that ensures it is not marginalised from the efforts being made to close the productivity gap between the UK and the US, Germany and France. 

The TUC told the prime minister the unions also favour closer integration into the work of the Training and Enterprise Councils, becoming service providers through working with the government's University for Industry and individual learning accounts. 

John Monks, the TUC general secretary, said the unions accepted six principles of partnership for working with companies. These cover a union commitment to the success of the enterprise with a focus on the quality of working life through lifelong learning and career development schemes. 

In addition, the TUC said it believed there must be an employer commitment to employment security and flexibility and an openness by companies in providing their employees with information as well as a recognition that unions had "legitimate interests". 

Mr Blair was urged to give a positive endorsement to partnership by involving the unions in government initiatives on innovation and best practice, supporting the inclusion of training in bargaining agendas in unionised workplaces and ensuring union participation in lifelong learning schemes. 
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As the two millionth National Vocational Qualification certificate is awarded, Nicholas Tate salutes the rise of a scheme that has the confidence of employer and employee

Qualifications are like currencies. They are worth something if people value them. So they take time to get established. This week saw the coming of age of a qualification that in ten years has established itself in the heart of this country's vocational training - the National Vocational Qualification or NVQ. Two million NVQ certificates have now been awarded, and a further million people are working towards the award. Although widely used in youth training - most NVQ candidates are adults aged 25 and over and in employment such as Corporal Joe Emmerson of 7 Battalion Royal Electrical and Mechanical Engineers, who has just been awarded the two millionth certificate for a level 3 NVQ in engineering maintenance.

A recent survey suggests that more than 40% of employers with more than 25 employees make NVQs available to their workforce, and that 90% of those who do so are "very or fairly satisfied" with them. The feature of NVQs most valued by employers is that they represent a certificate of competence to do a particular job, based on standards that employers have drawn up. Employers familiar with NVQs find them useful in developing job skills, in showing employees how their role relates to the work of the company, and in improving motivation. Many case studies show a clear link between attainment of NVQs and increased productivity.

However, despite impressive support from employers, NVQs have not always had a good press. This was partly because of problems inevitable in the early stages of a new qualification. These problems are now being addressed in a reform programme that is producing a new generation of flexible and more user friendly qualifications. Efforts are being made to reduce bureaucracy and to make NVQs more adaptable to the needs of particular companies, without compromising the rigour and consistency of the awards.

But improved qualifications are not enough. What matters is how they fit into an overall programme of training and how people regard them. As with some other qualifications, NVQs have sometimes led to a preoccupation with assessment at the expense of learning. The recent establishment of an independent training inspectorate should help to shift the focus of attention to the quality of training.

The first inspection reports that, while much good work is going on, there is also a great deal of poor practice to be rooted out. Particular attention is needed to quality assurance, both of training and of assessment.

But the main challenge facing NVQs is neither bureaucracy nor the quality of training. It is people's attitudes towards vocational achievement. There is a pervasive view, at least among sections of the chattering classes, that qualifications are fine for people studying physics at Oxford or English at Sussex, but not for those wanting recognition for their attainments in retail supervision, waste management or food processing. The social disdain evident in some comments on vocational qualifications is breathtaking. We have a long way to go before we realise the Government's vision of an "inclusive" society which values worthwhile achievements whatever they are. As in other areas, it is often enlightened employers who are leading the way.

One problem for employers and trainees is the plethora of vocational qualifications. More than 17,000 vocational qualifications are used in further education colleges. NVQs, it was once hoped, would replace all these qualifications and become the only vocational qualification available. That was a short-sighted view. NVQs are extremely useful for a wide range of purposes. But they do not meet anybody else's needs. Other vocational qualifications may also be required to attest to the knowledge and understanding that underlies vocational attainment and as steps towards the achievement of full competence. The formation of a new regulatory body for all qualifications in publicly funded provision provides an excellent opportunity to vet and accredit these qualifications and make clear their relationship with each other and with NVQs. Leading employers, such as Alan Stevens of EDS and Bill Mustoe of Campbell's Foods, will be chairing groups which are being set up to reform theses qualifications.

Last week's report of the National Skills Task Force highlighted the need for all partners - employers, providers, Government and individuals - to work together to raise the skills levels of the nation. As our dependence on intellectual rather than physical capital increases, so does the need for higher levels of skill and a greater emphasis on qualities of flexibility and enterprise. This is the message of the Government's Green Paper on lifelong learning, and initiatives such as individual learning accounts and the new University for Industry.

Not all training and learning needs to lead to qualifications, but much of it does. Qualifications set a national standard. They provide individuals with a public and portable recognition of what they have achieved. They provide an external check on the quality of training programmes. They allow governments to measure progress towards national targets.

If we are to make the shift to a knowledge and information-based society, we will only do so on the basis of qualifications. Although NVQs are not the only qualifications required, the notion that occupational competence, as demonstrated on the job, is the pinnacle of vocational achievement, is one we need to promote. Corporal Joe Emmerson and 1,999,999 others agree.

The author is chairman of the Qualifications and Curriculum Authority
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PROPOSALS for a wide range of tax incentives to get people off the dole and into work and training are expected to be signalled by Gordon Brown in his pre-Budget speech today.

According to Whitehall documents passed to The Times, the Chancellor is planning a number of measures to boost employment, including tax relief on special savings accounts for training, which are to be introduced next spring.

But the papers also show that David Blunkett, the Education Secretary, is resisting Mr Brown's demand that the new tax measures be financed from the Education budget.

Under the individual learning accounts scheme, people in work who want extra training can build up a special savings account. The Government has already said that it will spend #150m to open the first one million accounts, giving individuals #150 if they invest at least #25. The new plan will allow tax relief on the account once it starts to build up, with the aim of making the savings scheme more attractive to would-be trainees.

Although the Chancellor is not expected to go into much detail today in a speech that will be devoted largely to revising growth targets, Mr Brown and Mr Blunkett are also looking at tax relief for teachers and lecturers buying home computers, and a mobility tax credit to help workers to pay travel costs.

The internal papers also suggest that Mr Blunkett has proposed raising tax allowances and the national insurance contributions threshold, and bringing housing benefit into line with tax credits.

"The implementation of these proposals would help my Secretary of State to achieve his priorities of raising standards in schools, promoting lifelong learning and help people to move from welfare into work," says a letter from Mike Wardle, Mr Blunkett's principal private secretary, to Tom Scholar, Mr Brown's principal private secretary. Mr Wardle's letter emphasises that Mr Blunkett is not prepared to fund the proposals. "He (Mr Blunkett) cannot agree to a shift in policy which will jeopardise the effective development of government policy".

It is understood that discussions are still under way on which department should fund the proposals and whether they should all go through in the Budget next March.

Mr Brown is also to announce plans to boost investment by giving tax breaks to employees who buy shares in the companies they work for, and is expected to present plans for tax breaks for private individuals who invest in small businesses.

He is expected to extend fiscal incentives for ordinary savers to join the share-owning classes. It is hoped the move will boost productivity by making it easier for people to invest in small firms which will consequently be less dependent on big corporate investors.

(c) Times Newspapers Ltd, 1998.
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Mixed reaction from teachers as green paper offers high cash incentives to reward 'new professionalism' and stem school staffing crisis

SUCCESSFUL teachers will get an immediate salary increase of about #2,000, and could eventually boost their pay by more than 50% under Government plans announced yesterday to provide incentives for excellence in the classroom.

David Blunkett, the Education and Employment Secretary, said he would make #1bn available to fund the scheme over its first two years, starting in April 2000.

The money will be for teachers in England who can prove their worth during appraisal by heads - backed up by external assessment to avoid favouritism.

Appraisal will include observation of classroom performance, and measurement against personal targets, including pupils' behaviour and academic achievement.

There will also be a school performance bonus shared among staff of establishments improving their performance year-on-year, or sustaining good results. The Government will set aside about #60m a year for these bonuses, worth up to #25,000 for larger secondary schools.

Mr Blunkett, who presented the "radical and modernising" proposals in a green paper, promised extensive consultation with teacher unions until Easter. "This is about something for something. For the first time in years, a commitment to invest and reward teachers in return for a new professionalism is on offer. This will mean greater individual accountability, more flexibility and higher standards," he said.

At present, teachers without additional departmental responsibilities reach a pay ceiling of #22,410 after about seven years in the profession. Mr Blunkett has decided this is not competitive with other comparable jobs, contributing to the loss of too many teachers before they are 30.

Under the new plan, teachers would be regularly assessed in the early years of their career. High-flyers would be fast-tracked and could be given double annual increments, but those falling below expectations could lose their increment and get an inflation-only pay settlement.

When teachers approached the #22,410 ceiling, they could apply to be assessed to establish if they showed the "high and sustained levels of competence, achievement and commitment" meriting transfer to a higher scale.

If they passed that threshold, they would get a bonus of about #2,000 a year and could progress to a salary of #35,000 - either by superior classroom performance or taking on extra responsibilities.

The green paper said: "Over time we would expect the majority of our teachers to be of a standard which would allow them to cross the threshold if they wished."

An elite cadre of Advanced Skills Teachers - on up to #40,000 a year - would increase from 100 this year to 10,000 in the longer term. And the pay ceiling for heads turning round challenging schools would rise to #70,000.

The performance of every member of staff would be thoroughly assessed every year to set personal improvement targets, and this monitoring system would be inspected by Ofsted.

The green paper got a mixed reaction from teachers. Doug McAvoy, general secretary of the National Union of Teachers, said the emphasis on payment by results would be rejected by the profession as a recipe for "cronyism and discrimination". But Nigel de Gruchy, general secretary of the National Association of Schoolmasters Union of Women Teachers, said there was "potential for a major breakthrough for the classroom teacher" because ministers were avoiding a crude system of performance related pay.

David Hart, general secretary of the National Association of Head Teachers, said the green paper offered the biggest revolution in teachers' career prospects for decades. "It will be controversial ... but it deserves very serious consideration, not least by head teachers who will largely determine whether the proposals succeed or fail."

Other proposals in the document include:

* Improved working conditions to eliminate "the shabby staffroom with the battered electric kettle".

* At least 20,000 more qualified classroom assistants and help from undergraduates "earning whilst learning".

* National tests for trainee teachers in literacy, numeracy and IT.

* Individual learning accounts for school staff to develop their skills.

* More training out of school hours to minimise disruption.

Shadow education spokeswoman Theresa May said: "We agree that good teachers should be rewarded properly, but the big question is whether these proposals can deliver that. We are particularly concerned about the issues of constant interference, centralisation and bureaucracy which are raised."

More initiatives bubble in the forge - Focus - National Training Awards.
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Edward Fennell presents a two-page special report on the Government's annual celebration of the best training in industry

The minister in charge of boosting Britain's skills base has high hopes, says Edward Fennell

As the recently appointed Minister for Lifelong Learning, George Mudie has a down-to-earth approach to the job of steering the UK's investment in job training.

Representing a Leeds constituency that has seen a massive reduction of the local clothing industry, he knows how important it is for people to develop new skills and for communities to plan ahead to attract fresh investment and jobs.

With the task of spearheading initiatives such as the University for Industry and the new Individual Learning Accounts, Mr Mudie is confident that 1999 will be the year that training for jobs starts to attract its share of the limelight at the Department for Education and Employment.

As its annual recognition of excellence in training takes place, the National Training Awards continue to play an important part in the department's initiatives to encourage greater take-up of effective training.

Mr Mudie's particular concern is that employers should adopt a liberal approach, so that programmes are not too narrowly focused but, rather, help to develop employees' capabilities.

As its annual recognition of excellence in training the NTA continues to play an important part in the DfEE's suite of initiatives to encourage the greater take-up of effective training. In recent years, however, the number of applications for NTAs has dropped.

For example, since 1996 there has been a fall of 33%. Official views are mixed on this.

The numbers of entrants may have declined, but the quality is higher and the workshops run by Tecs has led to much greater self-selection among potential applicants.

A big test for the department will be the take-up this year of Individual Learning Accounts. The Government will be making #150 a head available to 100,000 people from April. In return, those people must make a personal investment of #25. The aim is to have a million people with learning accounts by 2002.

If the system is to work, it is vital that the money is wisely spent. Mr Mudie is keen to maximise the benefits by encouraging workers to act collectively - through their trade unions, typically - so as to gain economies of scale in buying-in relevant training.

He is convinced that the national mood is right for this kind of initiative. "The empowerment of individuals through training" is his personal motto in driving forward the programme. Aware that the UK still has one of the highest proportions of unqualified people among the Western industrialised nations, he believes that this "second chance" education is now critical for the future of both individuals and industry.

Parallel to Individual Learning Accounts is the opening of the University for Industry. Much was made of this during Labour's election campaign and the time has come to start delivering. A budget of #40m has been allocated for the university, and an advisory board has been putting in place a three-year development plan.

Based in Sheffield, the university will aim to exploit the potential of information technology in general, and the Internet in particular, to produce a wide range of learning materials that people can easily gain access to at work or at home.

Money has been won from the European Union's Adapt scheme to fund the development projects, and the university should start to make its presence felt during the next two years.

Yet while pushing forward on these new fronts, Mr Mudie is still concerned to embed some developments from the previous administration. The increased take up of National Vocational Qualifications, the new-style job qualifications launched a decade ago, is of continuing concern to him.

Sceptical at first of the value of NVQs, he is now a supporter. "I was visiting a factory in Leeds and I met a young woman who had recently gained an NVQ. She was so proud of her achievement that she had framed the certificate and put it up above where she worked. It clearly meant a lot to her."

To achieve his ambitions for all these initiatives, Mr Mudie is keen to work with both the locally based Tecs and Lecs and the recently established National Training Organisations.

"These are people who must work directly with employers to ensure that training continues to be a high priority," he says.

The significance of National Training Awards is that they provide real-life examples of what training can achieve. "I am fully behind NTAs," Mr Mudie says. "We must work to ensure that participation continues to grow."

(c) Times Newspapers Ltd, 1999.
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Gordon Brown does not need to make big changes in his March Budget. Spending targets have been set for three years ahead, and, as the Institute for Fiscal Studies said in its "Green Budget" yesterday, the chancellor's present fiscal stance is probably about right. 

However, that leaves plenty of unfinished micro-economic business. And he should take the opportunity to dump some tattered baggage from manifesto pledges and other populist ideas, such as the 10p income tax rate. 

Mr Brown has done so many things right in managing the economy that he can afford to admit a few lesser mistakes. As the IFS report points out, government finances are now in good shape and there is a fair chance that its fiscal and inflation targets will be hit for the next three years. So in macro-economic terms, Mr Brown may need only a light touch on the helm. 

But he will have plenty to do in the design of taxation, allowances and benefits. One of the government's priorities is to improve UK productivity. This is certainly worth a try. But the IFS cautions against overstating the problem. And it warns that tax medicines to make companies more ambitious might do little good - or have malign side effects. The government must therefore avoid the pretence that there there are slick quick fixes. The rewards of research, development, training and investment are reaped after many years, and UK governments have a poor record in trying to increase the harvest. 

There may be more immediate pay-offs from the reform of taxes and benefits. However, the idea of a 10p starting rate of tax has nothing to be said for it, except that it grabs a good headline. It should be knocked on the head. Mortgage interest tax relief should also be killed off. The cash might help in a further reform of National Insurance or in solving the problem of focusing family credits on those in need, without returning to joint taxation of husbands and wives. 

The IFS also makes a strong case for a rethink of the plan for individual learning accounts as a means of promoting adult education and training. These could be an expensive and inefficient way of achieving a desirable outcome. 

On taxes designed to reduce the emission of greenhouse gases, the IFS makes an obvious point: any attempt to shield domestic energy consumers will greatly reduce the effectiveness of the tax. Although carbon tax receipts could and should be "given back" in a different form, this really is a case of no gain without pain. 

The Budget will therefore be an important test for a government that after two years in office must now face the reality of what it promised at the start: hard choices. 

Copyright Financial Times Limited 1999. All Rights Reserved. 
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STAND by for a new entrant in the bewildering array of acronyms that is the savings industry. Having signed the death warrant on Tory-inspired Peps and Tessas and replaced them with ISAs, Labour will soon deliver on its manifesto pledge to introduce ILAs.

The Individual Learning Accounts will be run by banks and building societies, with an as yet unclear tax status, where adults will keep money to pay for training or educational courses.

They are Labour's way of promoting life-long learning, seen as essential if workers are to be insulated against the vicissitudes of the modern labour market.

The money will, in theory, come from three sources: account-holders, who will have to chip in a minimum of #25; employers, who will be encouraged to make voluntary contributions; and the Government. As a carrot, Labour has pledged to give #150 each to the first million taking the plunge into ILAs. Although they will not be rolled out nationally until next year, pilot schemes will begin operating from the late spring, according to the Department for Education and Employment.

The logic behind ILAs is sound. Trained workers, as well as commanding higher pay, are an asset to society. In economists' jargon, these are externalities from training.

There is also a widely recognised need to combat under-investment in training by private-sector employers, many of whom say there is no incentive to pay for training if staff then join a rival for higher pay.

Pooling resources with the Government and employees will, theoretically, conquer firms' reluctance to invest more in training. But there is considerable doubt whether ILAs are the best response to the problem of under-investment in training.

All the evidence points to lack of training being concentrated among the poorly qualified. It is not not clear that ILAs will help this group. After all, if employers do not already pay for training the low-skilled, why should ILAs make any difference? The carrot of #150 is too small, and trained employees will still be targets for poachers. Labour says #150 will buy two days' training on Windows software. `That is probably good news to Bill Gates, but it's not going to revolutionise training Great Britain's training performance,' says Howard Reed, of the Institute for Fiscal Studies.

He says the Government might get a better bang for its buck by not spreading money so thinly. Why not give more to the low - skilled? Administrative complexity is another area the Government will have to tackle. While there may be logic in having a separate account for education or training, it will not necessarily earn the highest return if it contains a relatively small amount.

Even if such difficulties can be overcome the Government faces the accusation that it is merely adding to the complexity of existing training. Why invent another vehicle to achieve the same ends?

The answer could stem from the publicity the accounts will generate. Banks and building societies are bombarding savers with literature on Tessas and Peps before they end in April, and will do the same with ILAs. The Government will probably splash out on advertising, and if the result is that public awareness increases the exercise will have been worth it.

But at the moment ILAs look like the 10p tax rate - a wheeze to grab headlines while in opposition, but which in government stands little chance of materialising.

These days we no longer have debtors' prisons for people: we have them for countries instead

We need to fight under-investment in training by private-sector companies

Boy doing his homework in class casts a cloud over the prizegiving - Budget Sketch - Opinion.
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William Hague's blue scrawl said it all. To watch the Tory leader furiously reworking his notes as the Chancellor spoke was to watch a desperate rearguard action. Relaxed, almost rakish in a star-spangled tie, Gordon Brown strode through a Budget that sounded more like a prizegiving than an audit.

Hunched beside his Shadow Chancellor, Mr Hague executed a high-speed shuffle through an untidy sheaf bristling with Post-It notes. Every time Brown turned a page, Hague put his pen through another passage. Sometimes he excised whole pages. When not deleting he was scribbling fit to bust.

The Prime Minister seemed bored. Beside his meatloaf of a Chancellor, Tony Blair looked almost fey. As Brown pulled rabbits, tax-cuts, silk handkerchiefs, computers and hospital wards out of his hat - and as excited Labour backbenchers squealed - Mr Blair showed the strain, staring tight-faced at the ceiling.

For this was Brown's afternoon: one of the best he has had. After a slow start he tossed in a goodie here, a pleasant surprise there: then a tax break, a university laboratory or a school computer or two. MPs perked up. But the prizes grew. Tax cuts, a 10p starting rate, a halving of vehicle excise duty ... Hague was now a whirlwind of insertion and deletion; the benches behind him had fallen silent.

The Chancellor increased stamp duty on house-purchase: "96 per cent of homes are unaffected," he drawled. Peter Mandelson's head sank in his hands. Ann Widdecombe scribbled on a brown paper bag. Brown quintupled the pensioners' winter bonus. Labour cheered. Hague crossed out a whole page. Brown linked pensioners' minimum income guarantee to earnings. Government backbenchers went wild. Hague scribbled some more.

This was becoming almost festive. It all sounded too good to be true. Cheering grew as Brown promised to reduce the basic rate of income tax from 23 to 22 per cent. The sharp-minded noticed that he did not mention he was removing the 20 per cent band.

Was it, then, done with mirrors? Amid the balloons and whizzbangs, an air of unreality grew. This, the Chancellor had said, was "the new economy". There would be a "new computer strategy". "A million new men and women" would open individual learning accounts.

O brave new world, that hath such creatures in it! Like some latterday Prospero, Gordon Brown had dispensed with the whisky and water Chancellors used to sip, and armed himself instead with a magician's staff as he unveiled an enchanted island in which things that didn't seem to add up, somehow did.

Call it confidence or bombast, but his speech was heavily punctuated with laudatory references to his own transformation of the economic order. Brown sat down to unmodified rapture all around him.

Now Hague had to speak. In his place I would have dived, sobbing, under the Clerks' Table.

The Opposition Leader's response, launched from a heap of crumpled papers and Post-It notes, was feisty, gutsy, well-briefed and sharp. Those who doubt Hague's resilience should note the way he punched his way out of a corner. Such was the violence and momentum of his counter-attack - stealth-taxes, he called them, in a stealth-Budget - that many who came to cheer the Chancellor stayed to scratch their heads.

(c) Times Newspapers Ltd, 1999.
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This is an edited text of the Chancellor's Budget statement yesterday:

Today's Budget is a Budget for Britain to succeed in the new economy and lead in the new century: a Budget that builds on a strong foundation of economic stability, advances a modern framework of efficient public services and encourages a dynamic Britain of enterprise and fairness.

With this, the last Budget of the 20th century, we also leave behind the century-long sterile conflicts between governments of the Left that have too often undervalued enterprise and wealth creation - and governments of the Right too often indifferent to public services and fairness.

In contrast this is a Budget built on the central idea that our future depends on enterprise and fairness together. Because enterprise and fairness are founded on securing sound economic fundamentals, this Budget locks in monetary and fiscal stability for the long term.

Because enterprise and fairness depend on modern public services, we are not only providing the #40billion extra we promised to health and education but today I will announce more money and more capital investment in schools, hospitals, transport and fighting crime.

Because for too long the tax system has undervalued entrepreneurship and investment, we will cut taxes on enterprise. And we will champion the needs of small business and introduce a new competition policy and a new computer strategy for Britain.

Because for too long the tax system has undervalued the family, failing to reward those who take on the most important responsibility of all - bringing up children - we will cut taxes for families, helping parents when they need help most.

STABILITY

Two years ago Britain faced the threat of rapidly rising inflation. So our first priority, and our continuing obligation, has been and is to build a solid foundation of economic stability. Our forecast is for inflation of 2.5 per cent this year, next year and the year after. For the first time in our generation, Britain can look forward to sustained low inflation.

In our first week in government, we made the Bank of England independent, freeing monetary policy from politically-driven control. Now, because together we are steering a course of stability, long-term interest rates have come down from over 7 per cent in May 1997 to 4.5 per cent - our lowest long-term interest rates in over 40 years.

I can confirm our growth estimate for 1999 of 1 per cent to 1.5 per cent, which is what I told the House in November, followed by stronger growth - in 2000 of 2.25 to 2.75 per cent and then in 2001 of 2.75 to 3.25 per cent.

Despite world conditions, more men and women are in jobs than at any time in our history, and unemployment in the last year has been at its lowest rate for 20 years. And because more lone parents are now in work, the numbers claiming out of work benefit - rising for 30 years, over one million when we took office - have now fallen by nearly 100,000.

As we entered office we inherited a budget deficit of #28billion. We said in our manifesto we would work within the existing spending plans for our first two years.

In our first year the deficit was reduced by #19billion. In my Budget last year, I promised we would reduce the deficit further.

As a result of our prudence, our first two years' spending is #2billion lower than the spending plans we inherited. This year, the Budget will be in surplus. The current surplus this year is forecast to be #4billion. And public sector net borrowing will be in surplus by #1billion - in contrast to the #28billion deficit we inherited.

I have had to offset the impact of slower world growth on our corporate tax revenues, and lower indirect tax revenues. But, as a result of sound economic management, debt interest payments next year have been cut by #2.5billion from their previous forecast, and in total by #4billion over the next three years.

Because less of our social security budget is being wasted on paying for past failures in employment policy, social security spending as a whole has not been rising as in previous years ... freeing resources for new help for families and pensioners.

I can report that the entire #40billion investment in health and in education will be fully delivered and will be delivered fully within our fiscal rules. Not only that, but still meeting the test of fiscal prudence I will today allocate from our Capital Modernisation Fund even more investment for hospitals and schools. Even after all the measures in today's Budget, next year's current surplus is expected to be #1billion higher than previously forecast - and #1billion more in 2000-01. For the coming five years the current surpluses are forecast to be - successively - #2billion, 4, 8, 9 and #11billion.

Debt as a proportion of national income has already fallen from the 44 per cent we inherited to under 41 per cent this year, and it will fall below 40 per cent to 39.5 per cent next year, then to 38, then to 37 per cent in 2001-02.

For the coming five years, the estimated current Budget surplus totals plus #34billion - in contrast with the last Government's deficit over the last economic cycle of minus #149billion and the last Government's doubling of the national debt.

So, as we cut debt payments and the bills of economic failure, I will further lock in the fiscal tightening we have achieved over the last two years, I will continue to meet our fiscal rules, and I am also able, with my Budget measures today, to boost purchasing power over the next three years by #6billion at exactly the right time for the economy.

Even after these measures take effect, public sector net borrowing will be lower than previously forecast in each of the next three years - at #3billion in the coming year, and then 3, 1, 3 and #4billion in the years after.

And for those who take a special interest in European issues - in particular the Maastricht treaty - I can confirm that Britain is well within the Maastricht criteria.

I have often told this House that our prudence is for a purpose. And so I am now able to announce a new boost to purchasing power of #6billion over the next three years as a result of my Budget measures:

net tax cuts of #4billion targeted to working families; and on top of that, for families and public spending, more than #2billion of additional public investments.

And I will also today announce major allocations from our #2.5billion Capital Modernisation Fund, adding more resources to the extra #40billion we have already committed to invest in health and education over the next three years.

ENTERPRISE

Britain must make a quantum leap in skills, innovation, competition, information technology and small business. So today, we bring forward seven major reforms for a new enterprise economy open to all.

First, tax cuts for business. So that more businesses - large and small - will invest, grow and prosper, so that the many and not just the few will have the chance of starting businesses, we today cut business taxes, and introduce a special enterprise management incentive scheme to reward the risk takers.

I confirm that from April 1 we will further reduce the main rate of corporation tax from 31p to 30p, the lowest rate in the history of British corporation tax, the lowest rate of any major country in Europe and the lowest rate of any major industrialised country anywhere, including Japan and the United States.

When we came into Government, small companies tax was 23p. In my first Budget, to encourage enterprise and investment, we reduced it to 21p, backdated to April 1997. From April this year the rate will be 20p; 350,000 companies will benefit.

I believe the whole House will want to welcome what I announce today - a new starting tax rate for small business of 10p in the pound. Every company making profits up to #50,000 will benefit.

The legislation will ensure that the beneficiaries are genuinely those who take risks. And 85 per cent of the firms gaining from the new 10p tax rate have fewer than ten employees - the very firms we most want to see grow, the very firms whose growth will create the greatest number of new jobs.

Where we inherited business tax rates of 33p and 23p, the rates will now be 30, 20 and 10.

I am particularly keen to strengthen the ability of manufacturing industry to invest in new equipment and new technology with targeted tax advantages for doing so. And so I will set aside an additional #325million to allow small and medium-sized companies to write off 40 per cent of all they invest in the coming year.

In other areas I am extending the tax allowance for new films made in Britain. And the shipping industry has put to me the case for enhanced training incentives and for a lower rate ring-fenced tonnage tax.

Second, I propose a tax reform that will reward risk and stimulate new enterprise at the cutting edge of technology. In the past, share option schemes, subsidised by the taxpayer, have rewarded those already at the top whose risks are low and rewards already high - such as utility chief executives often operating in a monopoly environment.

Tomorrow I will publish details of a very different kind of targeted tax cut for those who are prepared to move from secure jobs and venture their time and effort to create wealth for our country. The new enterprise management incentive will allow the award of equity worth up to #100,000 for success in building up the new path-breaking companies our economy needs.

I now announce the level at which capital gains tax will begin. There is no requirement for me to raise the threshold. But I have decided to do so. For all individuals, from April, the first #7,100 will be free of capital gains tax. This measure will exempt 10,000 more people from capital gains tax altogether. Britain now has the lowest long-term rate of capital gains tax with the most generous threshold in its history.

I now turn to the rate and threshold for inheritance tax. The rate will be unchanged and fewer people will pay the tax as I raise the threshold by #8,000 to #231,000. Ninety-seven per cent of estates will now be exempt from tax.

Third, targeted tax cuts and public investment to put Britain and British enterprise at the forefront of innovation. I propose a new R&D tax credit which will give new business and small business - the biggest source of innovative ideas - cash help to research and develop their innovations even before they make their first profits.

At a cost of #150million a year, this targeted tax cut will underwrite almost one third of research and development costs for small business. Britain now has one of the best incentives for innovation anywhere in the industrialised world.

The seedbed is basic science. I can announce a #100million new investment in university science laboratories and equipment, part of our #1billion upgrading of British science. To transform British inventions into British made products, I propose a 30 per cent increase to #65million in the budget of our University Challenge Fund. To encourage large companies to invest venture capital in innovative small companies we will tomorrow publish proposals for a new corporate tax incentive. To ensure the necessary flow of finance to high-risk companies, I am allocating #20million for start-up funding for high-tech venture capital funds for England, Scotland, Wales and Northern Ireland.

Fourth, a new competition policy for Britain. It is time for more competition and lower prices in basic essentials like the utilities, financial services, indeed the whole range of consumer goods, where too often British people are paying far more than they should for what they need to buy. It is wholly unacceptable that consumer goods can still cost up to twice as much in Britain as in America.

With the setting aside of 20 per cent extra resources, the Office of Fair Trading will now be charged with a proactive remit to root out cartels and restrictive behaviour. Obstructing investigations will be a criminal offence.

The Deputy Prime Minister will review competition in airports and in the water industry. The Financial Services Authority will publish league tables of costs and charges in savings, insurance and pension products, to guarantee a better deal for consumers and to avoid the mis-selling of the past. To help homeowners, all building societies and banks will, for the first time, be obliged to publish reliable price information on mortgages.

Fifth, to match our small business tax cuts with a new champion for small business in government, we will simplify help for small businesses and establish, for the first time in our country, a single Small Business Service, devoted entirely to the needs of small business. This one-stop, open-door service - the Small Business Service - will have new resources to offer loan guarantees, support innovation, advise on electronic commerce and deliver, for the first time, an automated payroll service to help new small companies starting out.

Small businesses who file their tax returns electronically will be offered a discount.

Sixth, to open Britain's economy to the enterprise of all, we propose employee shares for all. Employees will be able, for the first time, to buy shares in their own companies from their pre-tax income. Every employer will be able to match, tax-free, what each employee buys.

Seventh, new targeted tax cuts and public investment to equip all our companies and all our people for the newest and most decisive economic challenge of the 21st century - mastering information technologies, from the PC to the Internet, from e-mail to e-commerce.

So today, we allocate an additional #0.5billion from our Capital Modernisation Fund to launch a #1.7billion computers for all initiative, a nationwide effort enlisting schools, colleges and companies, public and private sectors across the board to make Britain a leader in the information economy. Our target is a national network of 1,000 computer learning centres, one for every community in Britain.

Our targets for the new economy are ambitious. Within three years, one million small businesses able to benefit from e-commerce. 32,000 schools connected to the Internet, with 370,000 teachers computer-trained. New help worth #20million making it possible for more teachers to have computers for home use.

To bring more computers into more British homes, we will legislate so that employees will be able to borrow computers from their companies as a tax-free benefit. We will pioneer a system under which local partnerships will be able to loan computers and software in the new century the way local libraries have loaned books in the last century. From this year a million men and women will start to receive #150 to set up their own Individual Learning Accounts - putting the power to plan and prepare for their own careers in their own hands. In this Budget we expand Individual Learning Accounts and open up tax-free learning in computers, in basic skills and advanced skills, to millions more. We will legislate so that employers will be able to contribute tax-free to the new Individual Learning Accounts. Employees will also pay no tax on such payments.

Any adult with an Individual Learning Account will be able to claim a discount of 20 per cent, an additional grant of up to #100, on the cost of their learning. For all adults signing up to improve on their basic education - including computer literacy - there will be a discount of 80 per cent on course fees.

And we will pay for this measure in tax-free learning by phasing out existing Vocational Tax Relief which has been subsidising non-vocational courses like diving and flying lessons.

ENVIRONMENT

Our Government's target is to reduce greenhouse emissions by 12.5 per cent by 2010. And today I will announce a programme of measures that will cut carbon pollution by three million tonnes.

My first proposal alone will reduce carbon pollution by 1.5 million tonnes. We will introduce a levy on business use of energy from April 2001. And it will be brought in on a revenue neutral basis, with no overall increase in the burden of taxation on business. Because we intend at the same time to cut the main rate of employers' national insurance contributions from 12.2 to 11.7 per cent.

We also intend to set significantly lower rates of tax for energy intensive sectors that improve their energy efficiency. Today we are inviting them to submit their proposals. In pursuit of our policies for sustainable development we will also allocate an extra #50million to encourage business to invest in new environmental technologies and in renewable fuels.

In line with the fuel escalator first introduced by the previous Government at 5 per cent above inflation and now per cent, petrol duty will rise from 6pm today. Vehicle Excise Duty for smaller cars will, from June 1 this year, be cut by #55 - the first cut in the licence fee in 50 years. Other cars' rates are only increased in line with inflation.

I will freeze Vehicle Excise Duties for 98 per cent of all lorries, and for lorries and buses with clean engines I am cutting the licence fee by up to #1,000. Last year, to encourage a switch to cleaner fuels, I promised to give an additional tax advantage to ultra-low sulphur diesel. By the end of the year almost all producers will have switched to this cleaner fuel. This alone will cut emissions by 20 per cent.

I propose a reform to reward the use of fuel-efficient company cars and remove today's counter-productive incentive to drive more miles in order to get bigger discounts. So I start in this Budget with a measure that will cost the company car user with a typical car around #1 a week. This reform - to link tax to emissions - will be implemented in 2002 on a revenue-neutral basis.

Further, to reduce pollution, employees will from this year be able for the first time to secure tax-free the benefits from employer-run or employer-subsidised buses, car-sharing schemes and other environmentally-friendly means of transport to work.

Last year we set up a new rural transport fund. To build on its success in extending the range of public transport services in rural communities we will now increase funding for the next two years by 20 per cent to #120million. To reduce the amount of waste going to landfill, the landfill tax, #10 per tonne in 1999, will, in future, rise by #1 per tonne per year. Taking into account all these tax changes and all the changes I have yet to announce there will be a net tax cut of #4billion in this Budget.

FAMILIES

Children are 20 per cent of the British people but 100 per cent of Britain's future. To build that future, this Budget provides a better deal for families and children. So we will replace the married couple's allowance with a new family tax cut that will increase the amount that goes to help families with children. This children's tax credit will give more - not less - help to families at the time they need it most, when they have their children and when their children are growing up.

Today's pensioner couples will retain the married couple's allowance. And couples without children or whose children have grown up will benefit from other changes I will shortly announce.

The married couple's allowance is now worth #190 to married couples. The children's tax credit, the tax cut for families, to be introduced from April 2001, will be worth #416, and as a result the typical family with children will be over #200 a year better off.

In the Budget last year I set down the two principles that govern my approach: that we must substantially increase support for families with children and we must do so in the fairest way.

It is in fulfilment of these two principles that the children's tax credit will be tapered away for the higher-earning family where there is a top-rate taxpayer.

In the light of this reform, my Budget decision is that child benefit will not be taxed for taxpayers on the basic rate - or the top rate. When we came to power, child benefit for the first child was #11.45 a week. Next month it will rise to #14.40 a week. It has risen by 25 per cent since we came to Government - an increase of #150 a year.

I now propose a further increase in child benefit, well above the rate of inflation. It will rise next April to #15 a week for the first child, #780 a year. I will also raise the rate for the second and further children to #10 a week. With the children's tax credit added to child benefit, families who were receiving #11 a week in 1997 for their first child will be receiving #23 a week, #1,200 a year. And taking all our reforms together the maximum support for the first child will be #40 a week, #2,000 a year for families when they need it most. Every child in the country in every family will get more - not less - support under this system, support ranging from #780 a year to #2,000 a year. And every child will receive more year on year.

Our long-term goal is to bring together the different strands of our support for children in the working families tax credit, in income support and in our children's tax credit and create an integrated and seamless system of child financial support paid to the mother, building upon the foundation of universal child benefit.

I have also considered the alternative case that has been advocated, for a transferable tax allowance for mothers who stay at home. The better deal for mothers who stay at home is what we are doing from October this year - the working families tax credit. A family with two children on #15,000 a year where the mother stays at home, would have received nothing under the old system of family credit. Transferable tax allowances would give them #997. Under the working families tax credit they will receive #1,460.

Where both parents need to work, we need to do more to help them balance the demands of making a living and having children.

With a million new childcare places now being created and from October our new childcare tax credit set at a maximum of #70 for one child and #105 for two children, Britain has a national childcare strategy for the first time in our history.

From December 1999 all parents will be entitled to three months unpaid leave for each child. But currently up to 15 per cent of working mothers-to-be are not entitled to any maternity pay. This is wrong. Today's Budget will ensure that all mothers in work earning #30 a week or more - 95 per cent of all women in work - are entitled to maternity pay and to 18 weeks' maternity pay.

Every year a quarter of a million children, even at the minute they are born, are born into poverty. This, too, is wrong. Our Sure Start Programme for the under-threes, beginning next month, will ensure that the full resources of health visitors, primary care and schools are there to give every young child a better chance.

Today I can announce a new Sure Start Maternity Grant for the newborn: government offering more help to parents in return for parents meeting their responsibilities. Help amounting to #200 will be conditional, linked to keeping appointments for child health advice and check-ups.

THE ELDERLY

Today I announce new measures to help all pensioners: for those who are poor, for those with incomes above benefit level who are not wealthy, indeed for every retired person and every retired couple, taxpayers and non-taxpayers alike - a better deal in the minimum pension guarantee, in the winter allowance, and on savings and tax.

This Government created a minimum income guarantee for pensioners. Today I can confirm that next April this minimum income guarantee will be increased not just in line with prices but in line with earnings. As a result of the changes, the minimum income guarantee for the single pensioner will be #78 a week, nearly #500 a year higher than when this Government came to office. Pensioner couples will have a minimum income guarantee of over #121 a week, nearly #800 higher a year than in 1997.

I can announce today that we will do more. The winter allowance is currently paid to all eight million elderly households at #20. I have decided to raise it - to #100 - for all eight million elderly households. To help the elderly get more out of their savings I have asked National Savings to issue a new pensioners bond. With the shorter term deposits that pensioners want, this new bond will offer the returns that pensioners need.

And for pensioners I have decided to raise the personal tax allowance in excess of inflation. Single pensioners will not pay any tax until they have an income of #5,720. Older pensioner couples who both use their personal allowances to the full will now not pay tax until they have incomes above #15,000: 200,000 more pensioners will not have to pay income tax. Now, in total, two thirds of pensioners will not have to pay income tax.

Taken together the measures I have already announced add up to an additional #3billion, a better deal for the elderly that makes the typical pensioner household #240 a year better off.

TOBACCO AND ALCOHOL

To help to pay for this, from today excise duty on tobacco will rise by the normal escalator, 5 per cent above inflation. Organised smuggling, which is now a #1.5billion pound a year racket, will not be permitted to undo a policy on cigarettes which successive British Governments have adopted for good and urgent health reasons. As the Government strengthens its anti-smuggling strategy, we will target new resources to detect, prevent and punish this costly form of organised crime. I have decided to freeze the duty on spirits, on beer and on wine at its current level. There will be no tax rise on alcohol this side of the millennium.

And I will cut the tax on pools from March 28 by one third, from 26.5 per cent down to 17.5 per cent. On this basis the pools companies have agreed future funding of around #20million a year for the Football Trust and the Foundation for Sport and the Arts.

Insurance premium tax will rise by 1p in the pound from July 1, although 80 per cent of insurance underwritten in Britain will remain exempt. On VAT, today I propose there will be no increase in rates and no extension of VAT.

I have also decided to make no change to stamp duty on property sales up to #250,000. For property sales above that, the rates will be raised by 0.5 per cent from next Tuesday.

The Prime Minister has rightly called for our age to become a giving age. I want us to mark the millennium in the best way, by making 2000 the giving year.

In the last Budget we introduced Millennium Gift Aid. For every #100 a British citizen donates to Third World causes before the end of 2000, the Government will contribute #30. When Millennium Gift Aid is launched on March 18, I urge British people to give more to those who have too little. We propose extending the tax advantages of Millennium Gift Aid. We propose that every charity, national and international, should be able to benefit from this new tax relief.

We propose in future for every #100 a British citizen donates to any charity, the Government will contribute #30.

WORK

Most fundamentally the tax reforms of this Budget provide a better deal for the hard-working majority - a ladder of opportunity for those who want to work their way up, a chance to keep more of what they earn and, for all, a fundamental guarantee that work will pay.

Our reforms in national insurance will give employers an overall tax cut of #1.5billion and employees an overall tax cut on work of #2.5billion - an average of #130 per year per employee. I am abolishing the perverse tax on work, the entry fee every employee has to pay simply to be part of the national insurance system. From this tax cut on work worth over #1.4billion a year, every one of 20 million employees will gain #69 a year.

Over two financial years, I will further align the starting point with that of income tax so that no one will have to pay either national insurance or income tax for the first #87 of their weekly earnings.

From April 2001 therefore the lower limit for employees, self-employed and employers national insurance will be harmonised at #87 a week, the same as income tax. As with the lower earnings limit which is rising faster than inflation, the upper limit will rise to #575 and to complete our reforms we will also align employers national insurance and income tax in the treatment of benefits in kind.

I also propose to extend to the self-employed national insurance rights to the full maternity allowance. Again, to implement the recommendations of the Taylor Report, we will align national insurance arrangements for the self-employed closer to those of employees: reducing the unfair entry fee from #6.35 a week to #2, and setting the Class Four threshold at the same point as the personal income tax allowance. But I will set contributions at a lower rate than envisaged by the Taylor Report, at 7 per cent in contrast with the 10 per cent employees pay.

Two hundred and thirty thousand young people are already benefiting from the New Deal. Now we must bring in those young unemployed who, for whatever reason, have yet to join.

I say to them, this will be our New Deal for 1999: better provision but tougher conditions. Our responsibility is to offer training and intensive coaching. In return their responsibility is to come into the New Deal, get the skills and prepare to take up a job.

BENEFITS

To help lone parents make the transition into jobs, benefits will continue when they first start work. For them and others the working families tax credit will make work pay more than benefits.

Every working family will be guaranteed a minimum income, to be introduced in October not at the previously announced rate of #190 a week but at #200 a week, more than #10,000 a year. No income tax will be paid until earnings reach #235 a week. This is a tax cut available to 1.4 million families helping three million children.

I now propose that over time we extend this principle. The old tax system set a personal allowance that failed to ensure that work paid, and also made thousands pay tax even as they were forced to claim benefits. Not just families but all who work will be guaranteed a minimum income, and this minimum income will be paid through targeted tax cuts and credits.

We start in this Budget with a minimum income guarantee. A new deal, for over-50s returning to work. Nearly 30 per cent of men over 50 are outside the labour force. For those unemployed for six months or more, we will create a new employment credit which will guarantee a minimum income of #9,000 a year, for their first year back in full-time work, at least #170 a week.

Successive Governments have lowered mortgage tax relief from 40 per cent to 10 per cent of interest costs and frozen the limits at the first #30,000 of a mortgage. Today the allowance is worth an average of #2.50 a week.

In the last year mortgage rates have come down significantly and I now recognise that there is a consensus across this House to complete the phasing out of Miras. As we do so we will ensure that families are better off.

TAXATION

We said in our manifesto that we would introduce a 10p starting rate of income tax for individuals when it was prudent to do so.

However, I have to tell the House that this 10p rate will not start in April 2000, like other income tax changes we are making today. It is prudent, instead, for people to get the benefit of the 10p starting rate now.

So it will take effect in April 1999, a 10p starting rate on the first #1,500 of income, the lowest starting rate of tax since 1962, and it will be delivered a few weeks from today. People will see it in their pay packets in May.

Nearly two million people will see their income tax bills cut in half, and take home 90p of every pound they earn. The new income tax structure will this year be 10p, 23p, and 40p. And income tax allowances, income limits and tax thresholds will rise as usual in line with inflation. The tax rates on savings will remain unchanged.

So this is a Budget with a 10p starting rate of income tax. A 10p starting rate of small business tax, a 10p long-term rate for capital gains tax. The maximum small business tax is now down to 20p and corporate tax for big companies down to 30p. The tax burden on the typical family with children will fall below 20 per cent for the first time in 20 years.

PUBLIC SERVICES

After long years of neglect, step by step this Government is rebuilding Britain's public services. On top of the #40 billion extra we are already investing in education and health, we will today allocate increased resources for our key public services. We have identified specific areas where step changes can be made through additional investment from the Capital Modernisation Fund.

We are allocating an additional #170million for crime prevention in areas where crime is highest. The Home Secretary will make a detailed statement to the House.

For public transport, in addition to the rural transport fund, we will make a further allocation to be announced by the Deputy Prime Minister. For Northern Ireland, today we allocate additional capital spending of #50million, for Wales of #80million, for Scotland of #165million. Full details of new investments will be given by the Secretaries of State.

The #19billion extra we are already providing for education will finance smaller class sizes, more nursery education, better pay for better teachers, our drive to improve literacy and numeracy - and we will help 700,000 more young people to go on to further and higher education.

But, so that every child will have that chance, we need specific and targeted help for our inner-city schools. For upgrading their technology, the Secretary of State for Education will receive an additional #100million.

And for every school we will not only invest in new technology; as a result of our prudence in the last year, and following the huge take-up of the additional money provided last year, we are able this month to make another extra and larger allocation for school books: #2,000 to every school in every constituency in every part of the country, immediate new resources of #60million for a total of ten million new books in all.

THE NHS

Twenty-one billion pounds extra money is making possible the largest hospital building programme since the war: #1billion investment in modern technology in the health service; the recruitment of 7,000 new doctors; 15,000 more nurses; and a fair pay award for nurses.

The Government's new programme, NHS Direct, is a proven success. And later this week the Secretary of State for Health will announce detailed proposals not only to extend it to all of the country by the end of next year, but to carry NHS Direct right into communities - with a network of health centres and drop-in centres where people can get immediate advice about treatment.

We have already provided additional resources for upgrading one third of all accident and emergency units that need modernisation. Today we go further. To enhance in every part of the United Kingdom the health care that people most urgently require, we today make an additional and immediate cash allocation, to be spent in the next 12 months, for the upgrading of every single accident and emergency unit which needs it, in every part of Britain.

For this and other improvements which the Secretaries of State for Health, and Scotland, Wales, and Northern Ireland will announce, I am providing for the NHS almost #0.5billion of extra investment today.

Throughout the public services, more than #1billion of additional new investment, on top of the #2billion I have allocated to families and pensioners. Public services in the months and years ahead - safe in this Government's hands.

I have a final announcement. We promised to get inflation and interest rates under control, to sort out the public finances, to make this the Government of economic competence, and we have.

We promised to invest billions more in health and education, and we have.

We promised we would cut youth unemployment, and we have.

And I can confirm to the House that, while rebuilding our public services, our prudence in office also enables us to hold to our pledge made at the election not to raise the basic rate of income tax.

BASIC RATE CUT

In fact, to reward work and ensure working families are better off, I will match the new 10p starting rate of income tax this April with a cut from next April in the basic rate of income tax to 22p, the lowest basic rate of tax for 70 years - and under this Government.

Today's Budget is a better deal for work, a better deal for the family, a better deal for business - for a Britain now united around values of fairness and enterprise - and I commend this Budget not just to the House but to the country.

(c) Times Newspapers Ltd, 1999.
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GORDON BROWN offered a vision of Britain thriving and connected to the computer revolution.

Tax breaks will encourage up to one million adults to hone their computer skills. Small businesses will benefit from the "e-commerce" made possible by the Internet and high-speed computers, and firms will act as training centres for their workforce under a Computers For All loan scheme allowing employees to take computers home.

"Anyone left out of the new knowledge revolution will be left behind in the new knowledge economy," Mr Brown said. Information exchanges - many at cyber cafes - will offer the chance to borrow "computers and software in the new century the way local libraries have loaned books in the last century".

Mr Brown added: "Our target is a national network of 1,000 computer learning centres, one for every community in Britain. They will be in schools, colleges, libraries, in Internet cafes and on the high street."

The technological revolution, costing almost #2billion, will help to provide "universal learning at every age". Inner-city schools will receive #100million to upgrade their technology and there will be #20million to give more teachers laptops for home use.

Mr Brown focused on the Government's ambition to promote lifelong learning. Hefty discounts would be available for training courses. Up to 100,000 people already opening Individual Learning Accounts will be able to claim 80 per cent discounts on fees for basic education courses, including computer literacy.

In a nod towards the world-beating wealth of the ultimate computer nerd, Bill Gates, Mr Brown emphasised that Britain could "no longer afford to lag behind America" in technology - "the great driver of world economic growth today".

A #150million tax credit on research and development will give "new business and small business - the biggest source of innovative ideas - cash help to research and develop their innovations even before they make their first profits".

Computer experts said the "cyber Budget" was an ambitious but achievable plan that could bring great economic benefits to Britain.

Chris Godwin, corporate affairs manager at IBM, said: "Anything that encourages people to develop skills in this area has to be a sound policy because it is effectively playing on our strengths as a nation."

(c) Times Newspapers Ltd, 1999.
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Key extracts from the Chancellor's Budget speech yesterday:

TODAY'S Budget is a budget for Britain to succeed in the new economy and lead in the new century: a budget that builds on a strong foundation of economic stability, advances a modern framework of efficient public services and encourages a dynamic Britain of enterprise and fairness.

This is a budget built on the central idea that our future depends on enterprise and fairness together. We took decisive action in 1997 and 1998, and as a result inflation has been at or around 2.5 per cent, our forecast for this year, next year and the year after.

Long term interest rates have come down from over 7 per cent in May 1997 to 4 1/2 per cent - our lowest long term interest rates in over 40 years. And, after five interest rate cuts in five months, saving the typical homeowner around A900 pounds a year, Britain now has the lowest mortgage rates in 33 years.

All of this has happened against a background of great uncertainties in the global economy. One quarter of the world is now in recession.

This year, as trade imbalances worsen, and threats of protectionism grow, it will be even more important to hold to our course of stability. Britain, with other G7 nations, has rightly assumed a leadership role to address the root causes and contain the spread of future global crises.

I can confirm our growth estimate for 1999 of 1 per cent to 1.5 per cent, followed by stronger growth - in 2000 of 2.25 to 2.75 per cent and in 2001 of 2.75 to 3.25 per cent.

Despite world conditions, more men and women are in jobs than at any time in our history, and unemployment in the last year has been at its lowest rate for 20 years. Since May 1997, youth unemployment has fallen by 57 per cent, and long term unemployment has been cut in half.

And because more lone parents are now in work, the numbers claiming out of work benefit have fallen by nearly 100,000.

As we entered office we inherited a budget deficit of A28 billion pounds. This year, the Budget surplus is forecast to be A4 billion. And public sector net borrowing will be in surplus by A1 billion.

I can report that the entire A40 billion investment in health and in education will be fully delivered and will be delivered fully within our fiscal rules.

Still meeting the test of fiscal prudence I will today allocate from our Capital Modernisation Fund even more investment for hospitals and schools. And I will be able to afford tax cuts to reward work, encourage enterprise and strengthen the family.

So that more businesses will invest, grow and prosper, we today cut business taxes, and introduce a special enterprise management incentive scheme to reward the risk takers. From April 1 we will reduce corporation tax from 31p to 30p, the lowest rate of any major industrialised country anywhere.

There will be a new starting tax rate for small business of 10p in the pound. Every company making profits up to A50,000 will benefit. The legislation will ensure that the beneficiaries are genuinely those who take risks. And 85 per cent of the firms gaining from the new 10p tax rate have fewer than 10 employees - the very firms whose growth will create the greatest number of new jobs.

Tomorrow, the Secretary of State for Trade and Industry plans to set out a new competition policy. With the setting aside of 20 per cent extra resources, the Office of Fair Trading will be charged with a pro-active remit to root out cartels and restrictive behaviour. Obstructing investigations will be a criminal offence. Wherever there is monopoly power we will open the way to competition and new entrants.

The Deputy Prime Minister will review competition in airports and in the water industry, starting with industrial and commercial consumers. The Financial Services Authority will now publish league tables of costs and charges in savings, insurance and pension products, to guarantee a better deal for consumers and to avoid the mis-selling of the past.

To help homeowners, all building societies and banks will, for the first time, be obliged to publish reliable price information on mortgages. Britain will have the most open competition policy the country has seen.

To open Britain's economy to the enterprise of all, we propose employee shares for all. Britain can and must become a democracy of enterprise, that gives all who create wealth a greater stake in the wealth they create. Under our new programme of shares for all, employees will be able, for the first time, to buy shares in their own companies from their pre-tax income. Every employer will be able to match, tax-free, what each employee buys.

Today, we allocate an additional half a billion pounds from our Capital Modernisation Fund to launch a A1.7 billion computers-for-all init-iative, a nationwide effort enlisting schools, colleges and companies, public and private sectors across the board to make Britain a leader in the information economy.

Our targets for the new economy are ambitious. Within three years, 1million small businesses able to benefit from e-commerce; 32,000 schools connected to the internet, with 370,000 teachers computer-trained. New help worth A20 million making it possible for more teachers to have computers for home use.

To bring more computers into more British homes, we will legislate so that employees will be able to borrow computers from their companies as a tax-free benefit.

Anyone left out of the new knowledge revolution will be left behind in the new knowledge economy. So we will pioneer a system under which local partnerships will be able to loan computers and software in the new century the way local libraries have loaned books in the last century.

From this year 1 million men and women will start to receive A150 to set up their own Individual Learning Accounts - putting the power to plan and prepare for their own careers in their own hands. In this Budget, we expand Individual Learning Accounts and open up tax-free learning in computers, in basic skills and advanced skills, to millions more. We will legislate so that employers will be able to contribute tax-free to the new Individual Learning Accounts. Employees will also pay no tax on such payments.

This Budget will go further, offering not just tax cuts but discounts for learning. Any adult with an Individual Learning Account will be able to claim a discount of 20 per cent, an additional grant of up to A100, on the cost of their learning.

For all adults signing up to improve on their basic education - including computer literacy - there will be a discount of 80 per cent on course fees. And we will pay for this measure in tax-free learning by phasing out existing Vocati onal Tax Relief, which has been subsidising non-vocational courses like diving and flying lessons.

AS BRITAIN works to lead in the new economy, we must re-solve to lead in respecting the environ-ment. Our target is to reduce greenhouse emissions by 12.5 per cent by 2010. And today I will announce a programme of measures that will cut carbon pollution by 3 million tonnes.

In line with the fuel escalator first introduced by the previous government at 5 per cent above inflation and now 6 per cent, petrol duty will rise from 6pm today. Vehicle Excise Duty for smaller cars will, from June 1, be cut by A55 pounds - the first cut in 50 years. Other cars' rates are only increased in line with inflation. I will freeze Vehicle Excise Duties for 98 per cent of all lorries, and for lorries and buses with clean engines I am cutting the licence fee by up to A1,000.

For the last third of this century families with children have been losers in the tax system. Their tax burden has risen by nearly 20 per cent under successive governments. So it is time to reform the tax and benefit system to strengthen the family by putting children first.

We will replace the married couple's allowance with a new family tax cut that will increase the amount that goes to help families with children.

Today's pensioner couples will retain the married couple's allowance. And couples without children or whose children have grown up will benefit from other changes I will shortly announce. The married couple's allowance is now worth A190 to couples. The children's tax credit, the tax cut for families, to be introduced from April 2001, will be worth A416.

I will introduce similar improvements in income support and the working families tax credit.

Child benefit will not be taxed for taxpayers on the basic rate - or the top rate. Next month it will rise to A14.40 a week. I now propose a further increase. It will rise next April to A15 for the first child; for the second and further children to A10. Support for children will be twice as high at the end of this Parliament as it was at the beginning.

Taking all our reforms together the maximum support for the first child will be A40 a week.

From December all parents will be entitled to three months unpaid leave for each child.

Currently up to 15 per cent of working mothers-to-be are not entitled to any maternity pay. Today's Budget will ensure that all mothers in work earning A30 pounds a week or more are entitled to 18 weeks of maternity pay.

Today I can announce a new Sure Start Maternity Grant for the new born. Help amounting to A200 will be conditional, linked to keeping appointments for child health advice and child health check-ups. With our measures today 700,000 children are being lifted out of poverty.

Today I announce new measures to help all pensioners: from next April the minimum income guarantee will be increased in line with earnings. The minimum for the single pensioner will be A78 a week; pensioner couples will have a minimum of over A121. The winter allowance i paid to all 8 million elderly households at A20will rise to A100..

To help the elderly get more out of their savings, I have asked National Savings to issue a new pensioner's bond. With the shorter term deposits that pensioners want, this new bond will offer the returns that pensioners need.

And I have a further improvement, a tax cut for the elderly. Seven million will now be outside the income tax system.

Single pensioners will not pay any tax until they have an income of A5,720. Older pensioner couples will now not pay tax below A15,000. Now, in total, two thirds of pensioners will not have to pay income tax.

To help pay for this, from today excise duty on tobacco will rise by the normal escalator, 5 per cent above inflation. Organised smuggling, which is now a A1.5 billion-a-year racket, will not be permitted to undo a policy for good and urgent health reasons. We will target new resources to detect, prevent and punish this costly form of organised crime.

I have decided to freeze the duty on spirits, on beer and on wine at its current level. And I will cut the tax on pools from 28 March by one third, from 26.5 per cent down to 17.5 per cent. On this basis the pools companies have agreed future funding of around A20 million a year for the Football Trust and the Foundation for Sport and the Arts.

I want us to mark the Millennium in the best way, by making the year 2000 the giving year. Today we propose extending the tax advantages of Millennium Gift Aid. We propose in future for every A100 a British citizen donates to any charity, the Government will contribute A30.

There are 230,000 young people benefiting from the New Deal. Now we must bring in those young unemployed who, for whatever reason, have yet to join. This will be our New Deal for 1999: better provision but tougher conditions.

To help lone parents make the transition into jobs, benefits will continue when they first start work. For them and others the working families tax credit will make work pay more than benefits. Every working family will be guaranteed a minimum income, to be introduced in October at A200 a week. No income tax will be paid until earnings reach A235. This is a tax cut available to 1.4 million families helping 3 million children.

I now propose that over time we extend this principle. All who work will be guaranteed a minimum income, and this minimum income will be paid through targeted tax cuts and credits. No one who is in work should, in future, have to go to the benefits office to receive a living income. We start in this Budget with a minimum income guarantee.

ANEW deal, for over 50s returning to work. Nearly 30 per cent of men over 50 are outside the Labour force. We need their talents. For those unemployed for six months or more, we will create a new employment credit which will guarantee a minimum income of A9,000 a year, for their first year back in full-time work. And over time I want this better deal for work to include help with housing costs, including homeowners going back to work.

Successive governments have lowered mortgage tax relief. I now recognise that there is a consensus across this House to complete the phasing out of MIRAS. As we do so we will ensure that families are better off.

We said in our manifesto that we would introduce a 10p starting rate of income tax for individuals when it was prudent to do so. It is prudent for people to get the benefit now. So it will take effect next month, a 10p starting rate on the first A1,500 of income. Nearly 2 million people will see their income tax bills cut in half, and take home 90 pence of every pound they earn. The new income tax structure will this year be 10, 23, and 40.

I There will be an additional A100 million for upgrading technology in inner city schools. And for every school, are able this month to make another extra and larger allocation for school books: A2,000 to every school for 10 million new books in all.

I turn to the NHS. The Secretary of State for Health will announce proposals to carry NHS Direct right into communities with health centres and drop-in centres where people can get immediate advice about treatment. We make an additional and immediate cash allocation for upgrading every accident and emergency unit which needs it.

To reward work and ensure working families are better off, I will match the new 10p starting rate of income tax this April with a cut from next April in the basic rate of income tax to 22p, the lowest for 70 years.

Today's Budget is a better deal for work, a better deal for the family, a better deal for business - for a Britain now united around values of fairness and enterprise.
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A NATIONAL network of 1,000 computer learning centres will be set up across the country in a A1.7 billion plan to provide access to information technology training for every community in Britain, the Chancellor said. He has added A500 million to the education budget over the next three years to set up the first round of centres at schools, colleges and libraries.

David Blunkett, Education and Employment Secretary, plans to concentrate the initial sites in inner cities - for which A100 million has been earmarked - and to link them to proposals for expanding adult education with courses designed by the University for Industry.

The Chancellor promised `a whole new network of computer learning with one purpose only, that the whole of Britain is equipped for the information age.'

Within three years 32,000 schools would be connected to the Internet and 370,000 teachers computer-trained. A A20 million fund would be set up to help teachers obtain computers for use at home. Ministers said last night that though they had no intention of providing free laptops to teachers, there would be subsidies to help them buy or rent their own.

The Government's main commitments on education were set out in the comprehensive spending review last summer, which promised an extra A19 billion over three years.

Yesterday the Chancellor expanded on one item in that programme by promising to improve on the A150 offered for people to set up `individual learning accounts' to fund vocational training or education. Employers would be encouraged to contribute tax-free to boost these accounts and their employees would pay no tax on the payments.

`Any adult with an Individual Learning Account will be able to claim a discount of 20 per cent, an additional grant of up to A100, on the cost of their learning,' he said. `For all adults signing up to improve on their basic education - including computer literacy - there will be a discount of 80 per cent on course fees,' he said.

Mr Blunkett said the cash for school books in England alone would buy around 10 million books. Nigel de Gruchy, general secretary of the National Association of Schoolmasters-Union of Women Teachers, said: `The extra A100 million for inner city schools and the A2,000 increase for every school to spend on books are measures which will be warmly welcomed. But overall the increase in spending proves that there was considerable extra money in the public purse, some of which should have been used to give teachers, nurses and other public sector workers a better rise.'

Despite the expansion of computer provision, concern was expressed about the emphasis on hardware. Rene Moolenaar, managing director of AngliaCampus (BT and United Interactive's online school and home learning resource) said: `The Budget appears to be hardware-driven. What really matters are the software and Internet packages..'
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Income tax

A new 10p starting rate of tax on the first #1,500 of taxable income will be introduced from next month. The basic rate of tax is also being cut from 23p to 22p from April 2000. Tax thresholds will be increased in line with inflation. There will also be reform of national insurance aimed at the lower paid and the self-employed designed to take 900,000 people out of NICs altogether.

Families and pensioners

The married couple's tax allowance is being scrapped and replaced by a children's tax credit from April 2001 worth up to #416 a year. From April 2000, child benefit will be increased to #15 a week for the first child and #10 for the second child. Parents will be entitled to three months unpaid leave for each child from this December and all mothers will be entitled to 18 weeks' maternity leave. A #1bn package for pensioners includes an increased #100 winter fuel allowance, increased tax breaks and minimum income guarantees.

Consumer protection

The Deputy Prime Minister, John Prescott, is to investigate whether there is sufficient competition in the airport and water industries. The Financial Services Authority will publish league tables of the charges levied on savings, insurance and pension products and building societies will have to publish price information on mortgages. The Office of Fair Trading's budget will rise by 20 per cent and political influence over merger decisions will be reduced.

Inheritance tax and capital gains tax thresholds will rise and there will be a review of charity taxation

Green measures

A new energy tax on business will be introduced from April 2001 designed to cut greenhouse gas emissions. There will also be a #55 reduction in road tax for cars with the smallest engines, tax perks to encourage "green commuting" by bus and bicycle and an increase in landfill tax. From April 2002, company car tax will be linked to the car's carbon dioxide emissions.

Fuel, smoking, alcohol, gambling

Fuel taxes are increasing by more than the rate of inflation, increasing the price of unleaded petrol by 3.8p a litre and diesel by 6.14p. The price of a packet of 20 cigarettes will rise by 17.5p and 25g of pipe tobacco by 9.5p but there will be no increase in duty on wine, beer or spirits. The Chancellor also announced new measures to clamp down on smuggling. The tax on pools betting is being cut to 17.5 per cent.

Home and work

Mortgage interest tax relief (Miras), worth an average of #2.50 a week, is to be abolished from April 2000 while stamp duty on the sale of properties worth more than #250,000 is to increase by half a per cent. Employees are to be allowed to buy up to #1,500 worth of shares a year in their own company from pre-tax income, matched by up to #3,000 worth of free shares from their employer. The New Deal programme will be extended to the over-fifties with a scheme to get them back into work with a guaranteed #60-a-week payment.

The Information Age

The Government is launching a #1.7bn initiative to make computers available to all. A thousand computing learning centres will be created in schools, libraries and Internet cafes, 32,000 schools will be connected to the Net and 370,000 teachers computer-trained. Individual learning accounts will be extended to computer training and employees will be able to use company computers at home as a tax-free perk.

Boost for enterprise

High-tech start-up ventures will be allowed to give top managers #100,000 in share options under the enterprise management incentive scheme. There will be new research and development tax credits for small businesses, increased support for high-tech venture capital funds and increased science funding for universities. The main corporation tax rate is cut to 30 per cent, the smaller companies rate falls to 20 per cent and there is a new 10p starting rate for the smallest firms.

Health and education

There will be an extra #1.1bn for schools and hospitals through the capital modernisation fund, more money for Scotland, Northern Ireland and Wales and an additional #170m for crime prevention.

The Budget arithmetic

The Chancellor is forecasting that inflation will remain on target at 2.5 per cent in each of the next three years while the budget surplus is forecast to total #34bn over the next five years. Debt as a proportion of national income is projected to fall to 37 per cent in 2001-2002.
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LAPTOPS WILL be loaned as if they were library books and up to 20,000 teachers will be given computers in the Government's "knowledge revolution", the Chancellor, Gordon Brown, announced yesterday. An extra #500 million will also be made available as part of a "computers-for-all" scheme.

"Our target is a national network of 1,000 computer learning centres, one for every community in Britain," he said. "They will be in schools, colleges, libraries, in Internet cafes and on the high street."

Partnerships between local authorities, colleges and employers will mean that computers and software can be lent in the new century "in the way local libraries have loaned books in the last century."

An extra #20 million will be made available to provide laptops for about 20,000 teachers to use at home.

The Government will also introduce legislation so that employees will be able to borrow computers from their companies as a tax-free benefit.

Mr Brown said: "Those who were left out of the knowledge revolution will be left behind in the new knowledge economy. The more individual talent we nurture, the more economic growth we will achieve."

Within three years, 32,000 schools will be connected to the Internet and 370,000 teacherstrained to use computers. Inner-city schools will share #100 million to go towards improved technology.

Adults will be encouraged to brush up on basic skills and oncomputer literacy. They will receive discounts on course fees if they invest in "individual learning accounts" - savings accounts designed to help them pay course fees. This year, one million people will receive #150 each for these accounts.

Those who sign up for basic education courses will receive an 80-per-cent discount on their fees, and employers will get tax breaks if they invest in the accounts. Employees will pay no tax on the accounts.

This will be funded by phasing out vocational tax relief, which has been subsidising non-vocational courses.

"Britain has achieved universal free education for children. This Budget introduces the opportunity for universal free education at every age, so everyone will have the chance to succeed in the new economy," said Mr Brown.

About 11,000 teachers already own laptop computers. The Government set up a #5 million pilot scheme in 1997 to give laptops to 1,000 teachers to see whether they woulduse IT more if they could prepare work at home in their own time. The scheme increased IT use in the classroom, but it would cost #400 million to extend it to the entire profession.

Last week the Prime Minister announced that all Scottish teachers would be given a laptop computer by 2003.

Doug McAvoy, general secretary of the National Union of Teachers, warmly welcomed yesterday's announcement: "The entire package will be welcomed by teachers. They are to be given the modern-day tools of the trade, with the training to make maximum use of them," he said.

Alan Tuckett, director of the National Institute for Adult Continuing Education and a senior advisor to the Government on adult education, praised plans to lend laptops as "very imaginative thinking".

He said: "Lending computers means that it is not just access to wealth that controls access to education. That's very important. At first sight it's a very creative move."

But some computer experts warned that technology was not a panacea for raising school standards. Rene Moolenaar, managing director of AngliaCampus, a leading provider of Internet services for schools, said: "The Government needs to ensure that the vast resources it has now committed to improving teachers' IT skills are not wasted.

"The Budget appears to be very hardware driven. People often forget that a computer is like a CD player - useless without software. To ensure that this provision contributes to the development of the National Grid for Learning, what really matters are the software and Internet packages."

John Field, professor of life-long learning at Warwick University, said that technology was vital to make sure initiatives such as the University for Industry (a government initiative set up to increase training in the workplace) were effective.

"One of the problems of policies designed to make folk take up technology is that it is really strange to them," he said.

"If you allow them to borrow a computer from the local library or walk into a community centre and try one out, they are more likely to use it." He said that tax incentives to promote learning accounts were vital to improve their take-up.

The accounts have been hailed as the best way of funding a revolution in adult education and training, but Professor Field warned that pilots had shown people were unwilling to invest.
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THE GOVERNMENT reinforced its flagship Welfare to Work strategy with three new initiatives aimed at the over 50s, the under 25s and lone parents.

The Chancellor decided to employ a "carrot" approach to the over 50s and single parents, but will try out a "stick" approach for some young people.

Under the proposals, unemployed people over the age of 50 who move into a full-time job will enjoy a guaranteed minimum income of #9,000 a year for the first 12 months.

This adds to the #750 training grant they will receive in full-time jobs and #300 in part-time and help from a personal adviser for those who want it.

The Department for Education and Employment also disclosed that the over 50s would now be eligible for the New Deal unemployment scheme after just six months out of work rather than the two years.

They will receive #60 a week "employment credit" for a year while they are on the programme.

Andrew Smith, employment minister, said the measures would be a big help to those over 50 who have been unemployed and "despaired of finding work again".

The department announced a #5m pilot scheme to beef up the "Gateway" process for young people joining New Deal. The DfEE argued that some young people would gain from a more intensive induction on the programme aimed at injecting greater "pace and purpose" in their job-seeking activities.

The pilots would introduce a tougher attitude to those who enter the final month of the four-month Gateway process, reinforcing the message that they would have to take one of four options and that there was no "fifth option" of continuing on full benefits.

Mr Smith welcomed the proposal that lone parents entering work should be able to benefit from a two-week run of income support in order to help ease them through the transition period.

He said it would represent a big boost to what could be offered on the New Deal for Lone Parents.

Workers will also be able to boost their qualifications under new Individual Learning Accounts aimed at encouraging people to take responsibility for their own training.

John Monks, TUC general secretary, welcomed the jobs package for older workers. He said it went some way to strengthening the New Deal.

"However, many of the problems encountered by older people are directly attributed to the long term decline in manufacturing, so the Government needs to take urgent action to stem the current escalation of job losses in this sector."
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These are the edited highlights of the Chancellor's speech yesterday

TODAY'S BUDGET is a Budget for Britain to succeed in the new economy and lead in the new century: a Budget that builds on a strong foundation of economic stability, advances a modern framework of efficient public services and encourages a dynamic Britain of enterprise and fairness.

With this, the last Budget of the 20th century, we also leave behind the century-long sterile conflicts between governments of the left that have too often undervalued enterprise and wealth creation, and governments of the right, too often indifferent to public services and fairness.

This is a Budget built on the central idea that our future depends on enterprise and fairness together. The more enterprising Britain is, the more wealth we create, the higher our standard of public services and our standard of living can be - not just for the few but for all of us.

The fairer Britain is, the more open Britain is to the talents of all, from whatever class or background, the more enterprising and prosperous all of Britain will be. Because enterprise and fairness are founded on securing sound economic fundamentals, this Budget locks in monetary and fiscal stability for the long term.

Because enterprise and fairness depend on modern public services, we are not only providing the #40bn extra we promised to health and education but today I will announce more money and more capital investment in schools, hospitals, transport and fighting crime.

And this Budget implements far-reaching tax reform that will deliver a better deal for enterprise, a better deal for families, a better deal for work. Because for too long the tax system has undervalued entrepreneurship and investment, we will cut taxes on enterprise.

And we will champion the needs of small business and introduce a new competition policy and a new computer strategy for Britain. Because for too long the tax system has undervalued the family, failing to reward those who take on the most important responsibility of all - bringing up children - we will cut taxes for families, helping parents when they need help most.

To recognise the contribution to our country of our senior citizens, this Budget will increase the income of all our pensioners.

And because for too long governments have taken too much in taxes from people who work hard but are not wealthy, this Budget now reforms tax and benefits and delivers tax cuts that reward work and make work pay for everyone in Britain. So in a better deal for Britain that puts work, enterprise and families first, this Budget will cut tax rates and at the same time boost public investment - and it will do both at the right time for the British economy.

STABILITY

TWO YEARS ago Britain faced the threat of rapidly rising inflation. So our first priority, and our continuing obligation, has been and is to build a solid foundation of economic stability ...

Our forecast is for inflation of 2.5 per cent this year, next year and the year after. For the first time in our generation, Britain can look forward to sustained low inflation.

In our first week in government, we made the Bank of England independent, freeing monetary policy from the politically driven control that in the last economic cycle led to 15 per cent interest rates for an entire year and interest rates at 10 per cent or over for four years.

Now, because together we are steering a course of stability, long-term interest rates have come down from over 7 per cent in May 1997 to 4.5 per cent - our lowest long term interest rates in over 40 years.

And, after five interest-rate cuts in five months, saving the typical homeowner around #900 a year on their mortgage, Britain now has the lowest mortgage rates in 33 years.

All of this has happened against a background of great uncertainties in the global economy. One quarter of the world is now in recession. World growth has been cut in half. World export growth has fallen even faster. And, as a result of failures in many of East Asia's economies, our exports to them have fallen by 50 per cent or more. And this year, as trade imbalances worsen, and threats of protectionism grow, it will be even more important to hold to our course of stability.

Britain, with other G7 nations, has rightly assumed a leadership role to address the root causes and contain the spread of future global crises. The storms may come again. But because of what we have done, our economy is now better prepared to weather them.

With public investment set to rise and interest rates coming down, both at precisely the right time in the economic cycle, Britain's fiscal and monetary policies - often at odds in previous economic cycles - are now working together to promote growth with low inflation.

I can confirm our growth estimate for 1999 of 1 per cent to 1.5 per cent ... followed by stronger growth - in 2000 of 2.25 per cent to 2.75 per cent and then in 2001 of 2.75 per cent to 3.25 per cent. Despite world conditions, more men and women are in jobs than at any time in our history, and unemployment in the last year has been at its lowest rate for 20 years.

Since May 1997, youth unemployment has fallen by 57 per cent, and long-term unemployment has been cut in half. And because more lone parents are now in work, the numbers claiming out-of-work benefit - rising for 30 years, over 1 million when we took office - have now fallen by nearly 100,000.

As we entered office we inherited a budget deficit of #28bn ... In our first year the deficit was reduced by #19bn. In my Budget last year, I promised we would reduce the deficit further. As a result of our prudence, our first two years' spending is #2bn lower than the spending plans we inherited. This year, the Budget will be in surplus. The current surplus this year is forecast to be #4bn. And public-sector net borrowing will be in surplus by #1bn.

I am determined to continue locking in this fiscal tightening for the years to come so that we continue to meet our fiscal rules and so deliver sound public finances.

I have had to offset the impact of slower world growth on our corporate tax revenues, and lower indirect tax revenues. But, as a result of sound economic management, debt-interest payments next year have been cut by #2.5bn from their previous forecast, and in total by #4bn over the next three years.

Because less of our social security budget is being wasted on paying for past failures in employment policy, social security spending as a whole has not been rising as in previous years. And over the next three years social security spending including unemployment - even after adjusting for the economic cycle - is set to be significantly lower than previously forecast, freeing resources for new help for families and pensioners.

At the time of the Comprehensive Spending Review there were those who said we could not afford the #40bn for new investment in health and education and still meet our fiscal rules. I can report that the entire #40bn investment in health and in education will be fully delivered and will be delivered fully within our fiscal rules.

Not only that, but still meeting the test of fiscal prudence I will today allocate from our Capital Modernisation Fund even more investment for hospitals and schools.

And still meeting the test of fiscal prudence, I will be able to afford tax cuts to reward work, encourage enterprise and strengthen the family. Even after all the measures in today's Budget, next year's current surplus is expected to be #1bn higher than previously forecast - and #1bn more in 2000-2001.

For the coming five years the current surpluses are forecast to be - successively - #2bn, #4bn, #8bn, #9bn and #11bn. In line with our golden rule, even under our most cautious assumptions, we are balancing the current budget over the economic cycle.

And for the first time in a generation we are eliminating the current structural deficit. We are also meeting the second fiscal rule, that of sustainable investment, a prudent ratio of debt to national income.

Debt as a proportion of national income has already fallen from the 44 per cent we inherited to under 41 per cent this year, and it will fall below 40 per cent to 39.5 per cent next year, then to 38 per cent, then to 37 per cent in 2001-2002. Britain's fiscal position is ... on the soundest possible footing for the future.

For the coming five years, the estimated current Budget surplus totals plus #34bn - in contrast with the last government's deficit over the last economic cycle of minus #149bn and the last government's doubling of the national debt ...

I am also able, with my Budget measures today, to boost purchasing power over the next three years by #6bn at exactly the right time for the economy. Even after these measures take effect, public-sector net borrowing will be lower than previously forecast in each of the next three years - at #3bn in the coming year, and then #3bn, #1bn, #3bn and #4bn in the years after.

And for those who take a special interest in European issues - in particular the Maastricht Treaty-I can confirm that Britain is well within the Maastricht criteria.

I have often told this House that our prudence is for a purpose. And so I am now able to announce a new boost to purchasing power of #6bn over the next three years as a result of my Budget measures: - net tax cuts of #4bn targeted to working families - and on top of that, for families and public spending, more than #2bn of additional public investments.

And I will also today announce major allocations from our #2.5bn Capital Modernisation Fund, adding more resources to the extra #40bn we have already committed to invest in health and education over the next three years ...

ENTERPRISE

TO THOSE who argue that getting interest rates and inflation down is enough, I say that stability is the essential foundation but it is only the foundation. We must build on that foundation a modern knowledge-based economy.

Britain must make a quantum leap in skills, innovation, competition, information technology and small business. So today, we bring forward seven major reforms for a new enterprise economy open to all.

First, tax cuts for business. So that more businesses - large and small - will invest, grow and prosper, so that the many and not just the few will have the chance of starting businesses, we today cut business taxes, and introduce a special enterprise management incentive scheme to reward the risk-takers ...

I confirm that from 1 April we will further reduce the main rate of corporation tax from 31p to 30p, the lowest rate in the history of British corporation tax, the lowest rate of any major country in Europe and the lowest rate of any major industrialised country anywhere ...

When we came into government, small companies tax was 23p ...From April this year the rate will be 20p - 350,000 companies will benefit. But I want to do more by creating an even lower rate that will give new incentives for men and women to start their own business and work their way up ... I announce today a new starting tax rate for small business of 10p in the pound. Every company making profits up to #50,000 will benefit.

The legislation will ensure that the beneficiaries are genuinely those who take risks. And 85 per cent of the firms gaining from the new 10p tax rate have fewer than 10 employees - the very firms we most want to see grow, the very firms whose growth will create the greatest number of new jobs.

This is the lowest starting rate for small businesses in the entire history of UK corporation tax.

Where we inherited business tax rates of 33p and 23p, the rates will now be 30p, 20p and 10p, and I give to all companies - large and small - an assurance not just for a year but for the rest of this Parliament: there will be no return to the higher tax rates of the previous Parliament ...

I recognise the difficulties faced by manufacturing as a result of global instability and the strong pound. And so I will set aside an additional #325m to allow small and medium sized companies to write off 40 per cent of all they invest in the coming year.

In other areas I am extending the tax allowance for new films made in Britain. And the shipping industry has put to me the case for enhanced training incentives and for a lower rate ring-fenced tonnage tax ...

Second, I propose a tax reform that will reward risk and stimulate new enterprise at the cutting edge of technology. I want to recruit, motivate and reward Britain's risk-takers, the innovators capable of creating wealth and jobs ...

In the past, share-option schemes, subsidised by the taxpayer, have rewarded those already at the top whose risks are low and rewards already high ... Tomorrow I will publish details of a very different kind of targeted tax cut for those who are prepared to move from secure jobs and venture their time and effort to create wealth for our country.

The new enterprise management incentive will allow the award of equity worth up to #100,000 for success in building up the new path-breaking companies our economy needs.

Our capital gains tax reforms reward committed long-term investment. For the first time, Britain now has a long-term rate of only 10 per cent ... For all individuals, from April, the first #7,100 will be free of capital gains tax. This measure will exempt 10,000 more people from capital gains tax altogether. Britain now has the lowest long-term rate of capital gains tax with the most generous threshold in its history.

I now turn to the rate and threshold for inheritance tax. The rate will be unchanged and fewer people will pay the tax as I raise the threshold by #8,000 to #231,000: 97 per cent of estates will now be exempt.

Third, targeted tax cuts and public investment to put Britain and British enterprise at the forefront of innovation. I propose a new R&D tax credit which will give new business and small business - the biggest source of innovative ideas - cash help to research and develop their innovations even before they make their first profits.

At a cost of #150m a year, this targeted tax cut will underwrite almost one-third of research and development costs for small business. Britain now has one of the best incentives for innovation anywhere in the industrialised world.

Scientific innovation is a prime catalyst of growth ...The seedbed is basic science. I can announce a #100m new investment in university science laboratories and equipment, part of our #1bn upgrading of British science.

To transform British inventions into British-made products, I propose a 30 per cent increase to #65m in the budget of our University Challenge Fund.

To encourage large companies to invest venture capital in innovative small companies we will tomorrow publish proposals for a new corporate tax incentive.

To ensure the necessary flow of finance to high-risk companies, I am allocating #20m for start-up funding for high-tech venture capital funds.

Fourth, a new competition policy for Britain.

The sharpest spur to enterprise, the ingredient too often missing in our country today, is competition ...And it is time for more competition and lower prices in basic essentials like the utilities, financial services, indeed the whole range of consumer goods, where too often British people are paying far more than they should for what they need to buy. It is wholly unacceptable that consumer goods can still cost up to twice as much in Britain as in America.

Tomorrow so that competition will be encouraged for the long-term needs of the economy and consumers, the Secretary of State for Trade and Industry plans to set out a new competition policy for Britain. With the setting aside of 20 per cent extra resources, the Office of Fair Trading will now be charged with a pro-active remit to root out cartels and restrictive behaviour. Obstructing investigations will be a criminal offence. Wherever there is monopoly power we will open the way to competition

Fifth, to match our small business tax cuts with a new champion for small business in government, we will simplify help for small businesses and establish, for the first time in our country, a single Small Business Service, devoted entirely to the needs of small business.

This one-stop, open-door service - the Small Business Service - will have new resources to offer loan guarantees, support innovation, advise on electronic commerce and deliver, for the first time, an automated payroll service to help new small companies starting out ...

Sixth, to open Britain's economy to the enterprise of all, we propose employee shares for all ... Employees will be able, for the first time, to buy shares in their own companies from their pre-tax income. Every employer will be able to match, tax-free, what each employee buys.

This will be the most tax-advantaged all-employee share ownership scheme Britain has ever had ...

Seventh: New targeted tax cuts and public investment to equip all our companies and all our people for the newest and most decisive economic challenge of the 21st century - mastering information technologies, from the PC to the Internet, from e-mail to e-commerce.

This industry is the great driver of world economic growth today. And Britain can no longer afford to lag behind America. So today, we allocate an additional #500m from our Capital Modernisation Fund to launch a #1.7bn computers-for-all initiative ... Our target is a national network of 1,000 computer learning centres, one for every community in Britain. They will be in schools, colleges, libraries, in Internet cafes and on the high street ...

Our targets for the new economy are ambitious. Within three years, 1 million small businesses able to benefit from e-commerce, 32,000 schools connected to the Internet, with 370,000 teachers computer-trained, new help worth #20m making it possible for more teachers to have computers for home use ...

Anyone left out of the new knowledge revolution will be left behind in the new knowledge economy. So we will pioneer a system under which local partnerships will be able to loan computers and software in the new century the way local libraries have loaned books in the last century ...

The tax system will offer further incentives to upgrade old skills and learn new ones. From this year, a million men and women will start to receive #150 to set up their own Individual Learning Accounts - putting the power to plan and prepare for their own careers in their own hands. In this Budget we expand Individual Learning Accounts and open up tax-free learning in computers, in basic skills and advanced skills, to millions more. We will legislate so that employers will be able to contribute tax-free to the new Individual Learning Accounts. Employees will also pay no tax on such payments ...

And this Budget will go further, offering not just tax cuts but discounts for learning. Any adult with an Individual Learning Account will be able to claim a discount of 20 per cent, an additional grant of up to #100, on the cost of their learning ...

This century, Britain has achieved universal free education for children. This Budget introduces the opportunity for universal education at every age, lifelong learning so everyone will have the chance to succeed in the new economy.

AS BRITAIN works to lead in the new economy we must resolve to lead in respecting the environment. Our target is to reduce greenhouse emissions by 12.5 per cent by 2010. And today I will announce a programme of measures that will cut carbon pollution by 3 million tonnes.

My first proposal alone will reduce carbon pollution by 1.5 million tonnes ... We will now ... introduce a levy on business use of energy from April 2001. And it will be brought in, after further consultation with industry, on a revenue neutral basis, with no overall increase in the burden of taxation on business. Because we intend at the same time to cut the main rate of employers' national insurance contributions from 12.2 per cent to 11.7 per cent.

We also intend to set significantly lower rates of tax for energy intensive sectors that improve their energy efficiency ... We will also allocate an extra #50m to encourage business to invest in the new environmental technologies and in renewable fuels.

In line with the fuel escalator first introduced by the previous government at 5 per cent above inflation and now 6 per cent, petrol duty will rise from 6pm today.

Vehicle excise duty for smaller cars will, from 1 June this year, be cut by #55 - the first cut in the licence fee in 50 years. Other cars' rates are only increased in line with inflation.

I will freeze vehicle excise duties for 98 per cent of all lorries, and for lorries and buses with clean engines I am cutting the licence fee by up to #1,000 ... I will maintain the favourable tax treatment for cleaner diesel ...

Further, to reduce pollution, employees will from this year be able for the first time to secure tax-free the benefits from employer-run or employer-subsidised buses, car-sharing schemes and other environmentally friendly means of transport to work.

Last year we set up a new rural transport fund. To build on its success in extending the range of public transport services in rural communities we will now increase funding for the next two years by 20 per cent to #120m.

To reduce the amount of waste going to landfill, the landfill tax, #10 per tonne in 1999, will, in future, rise by #1 per tonne per year.

Taking into account all these tax changes and all the changes I have yet to announce there will be a net tax cut of #4bn in this Budget.

FAMILIES

CHILDREN ARE 20 per cent of the British people but 100 per cent of Britain's future. To build that future, this Budget provides a better deal for families and children ...

For the last third of this century, families with children have been losers in the tax system. Their tax burden has risen by nearly 20 per cent under successive governments ... It is time to reform the tax and benefit system to strengthen the family by putting children first.

What is today called the married couple's allowance is in fact neither restricted to marriage, nor restricted to couples, nor is it strictly an allowance. It is in fact a tax credit paid at the same flat rate to married couples, single parents and unmarried parents living together ...

We will replace the married couple's allowance with a new family tax cut that will increase the amount that goes to help families with children. This children's tax credit will give more - not less - help to families at the time they need it most, when they have their children and when their children are growing up.

Today's pensioner couples will retain the married couple's allowance. And couples without children or whose children have grown up will benefit from other changes ...

The married couple's allowance is now worth #190 to married couples. The children's tax credit, the tax cut for families, to be introduced from April 2001, will be worth #416, and as a result the typical family with children will be over #200 a year better off ... Under my proposals the tax burden on the typical family will fall to the lowest level for 25 years.

I will introduce similar improvements in income support and the working families tax credit. In the Budget last year I set down the two principles that govern my approach: that we must substantially increase support for families with children and we must do so in the fairest way. It is in fulfilment of these two principles that the children's tax credit will be tapered away for the higher earning family where there is a top-rate taxpayer. In the light of this reform, my Budget decision is that child benefit will not be taxed for taxpayers on the basic rate - or the top rate.

When we came to power child benefit for the first child was #11.45 a week. Next month it will rise to #14.40 a week. It has risen by 25 per cent since we came to Government - an increase of #150 a year.

I now propose a further increase in child benefit, well above the rate of inflation. It will rise next April to #15 a week for the first child, #780 a year. I will also raise the rate for the second and further children to #10 a week. Support for children will be twice as high at the end of this Parliament as it was at the beginning. With the children's tax credit added to child benefit, families who were receiving #11 a week in 1997 for their first child will be receiving #23...

Taking all our reforms together the maximum support for the first child will be #40 a week, #2,000 a year for families when they need it most. Every child in the country in every family will get more - not less - support under this system, support ranging from #780 a year to #2,000 ...

Our long-term goal is to bring together the different strands of our support for children in the working families tax credit, in income support and in our children's tax credit and create an integrated and seamless system of child financial support paid to the mother, building on the foundation of universal child benefit ...

I have also considered the alternative case that has been advocated, for a transferable tax allowance for mothers who stay at home.

The better deal for mothers who stay at home is what we are doing from October this year - the working families tax credit. A family with two children on #15,000 a year where the mother stays at home, would have received nothing under the old system of family credit. Transferable tax allowances would give them #997. Under the working families tax credit they will receive #1,460. Where both parents need to work, we need to do more to help them balance the demands of making a living and having children. With a million new childcare places now being created and from October our new childcare tax credit set at a maximum of #70 for one child and #105 for two children, Britain has a national childcare strategy for the first time in our history.

From December 1999 all parents will be entitled to three months' unpaid leave for each child. But currently up to 15 per cent of working mothers-to-be are not entitled to any maternity pay. This is wrong.

Today's Budget will ensure that all mothers in work earning #30 a week or more - 95 per cent of all women in work - are entitled to maternity pay and to 18 weeks of maternity pay. This is family-friendly employment in action.

Every year a quarter of a million children, even at the minute they are born, are born into poverty. This too is wrong. Our Sure Start programme for the under threes, beginning next month, will ensure that the full resources of health visitors, primary care and schools are there to give every young child a better chance. Today I can announce a new Sure Start maternity grant for the new born offering more help to parents in return for parents meeting their responsibilities. Help amounting to #200 will be conditional, linked to keeping appointments for child health advice and child health check-ups. When we came into power, one child in every three in our country was in poverty. With our measures today 700,000 children are being lifted out of poverty. Families with children are better off ...

THE ELDERLY

TODAY I announce new measures to help all pensioners ...

This government created a minimum income guarantee for pensioners. Today I can confirm that next April this minimum income guarantee will be increased not just in line with prices but in line with earnings. As a result of the changes we are making, the minimum income guarantee for the single pensioner will be #78 a week, nearly #500 a year higher than when this government came to office.

Pensioner couples will have a minimum income guarantee of over #121 a week, nearly #800 higher a year than in 1997.

As a result of the measures already taken - our cut in VAT on fuel with tougher regulation and the winter allowance - pensioners are saving #108 on their fuel bills and the poorest pensioners are saving #140 ... The winter allowance is currently paid to all 8 million elderly households at #20. I have decided to raise it - to #100 - for all 8 million elderly households ...

And I have a further improvement, a tax cut for the elderly. I am announcing a reform that will ensure that a total of 7 million elderly men and women will now be outside the income tax system ...

Single pensioners will not pay any tax until they have an income of #5,720. Older pensioner couples who both use their personal allowances to the full will now not pay tax until they have incomes above #15,000 ...In total, two-thirds of pensioners will not have to pay income tax.

Taken together the measures I have already announced add up to an additional #3bn, a better deal for the elderly that makes the typical pensioner household #240 a year better off.

To help pay for this, from today excise duty on tobacco will rise by the normal escalator, 5 per cent above inflation ... I have decided to freeze the duty on spirits, on beer and on wine at its current level. There will be no tax rise on alcohol this side of the millennium ...

I have decided to make no change to stamp duty on property sales up to #250,000. For property sales above that, the rates will be raised by 0.5 per cent from next Tuesday. Ninety six per cent of home sales are unaffected.

A Britain of strong families is also a Britain of strong communities. Each year 1.2 million people give of their time in voluntary work. Millions more give money to our national charities. The Prime Minister has rightly called for our age to become a `giving age'.

I want us to mark the Millennium in the best way, by making the year 2000 the giving year. In the last Budget we introduced Millennium Gift Aid. For every #100 a British citizen donates to Third World causes before the end of the year 2000, the Government will contribute #30 ...

Today in our consultation document on tax and charities, we propose extending the tax advantages of Millennium Gift Aid. We propose that every charity, national and international, should be able to benefit from this new tax relief.

We propose in future for every #100 a British citizen donates to any charity, the Government will contribute #30. Instead of charity seen in the old way, the rich bestowing favours on the poor, I want a democracy of giving, where all those who can, help all those who can't.

WORK

Most fundamentally the tax reforms of this Budget provide a better deal for the hard-working majority - a ladder of opportunity for those who want to work their way up ... a fundamental guarantee that work will pay.

Our reforms in national insurance will give employers an overall tax cut of #1.5bn and employees an overall tax cut on work of #2.5bn-an average of #130 per year per employee.

This April, as I implement the report by Martin Taylor, I am abolishing the perverse tax on work, the entry fee every employee has to pay simply to be part of the national insurance system.

From this tax cut on work worth over #1.4bn a year, every one of 20 million employees will gain #69 a year. Over two financial years, I will further align the starting point with that of income tax so that no one will have to pay either national insurance or income tax for the first #87 of their weekly earnings. From this tax cut on work worth #1.8bn a year, every employee will gain #99 a year. From April 2001 therefore, the lower limit for employees, self-employed and employers' national insurance will be harmonised at #87 a week.

As with the lower earnings limit which is rising faster than inflation, the upper limit will rise to #575 and to complete our reforms we will also align employers national insurance and income tax in the treatment of benefits in kind.

I also propose to extend to the self-employed, national insurance rights to the full maternity allowance. Again, to implement the recommendations of the Taylor report, we will align national insurance arrangements for the self-employed closer to those of employees: reducing the unfair entry fee from #6.35 a week to #2, and setting the class four threshold at the same point as the personal income tax allowance. But I will set contributions at ... 7 per cent in contrast with the 10 per cent employees pay.

Two hundred and thirty thousand young people are already benefiting from the New Deal. Now we must bring in those young unemployed who, for whatever reason, have yet to join. I say to them, this will be our New Deal for 1999: better provision but tougher conditions. Our responsibility is to offer training and intensive coaching. In return their responsibility is to come into the New Deal, get the skills and prepare to take up a job.

To help lone parents make the transition into jobs, benefits will continue when they first start work. For them and others, the working families tax credit will make work pay more than benefits.

Every working family will be guaranteed a minimum income, to be introduced in October not at the previously announced rate of #190 a week but at #200 a week, more than #10,000 a year. No income tax will be paid until earnings reach #235 a week. This is a tax cut available to 1.4 million families helping 3 million children. I now propose that over time we extend this principle.

The old tax system set a personal allowance that failed to ensure that work paid, and also made thousands pay tax even as they were forced to claim benefits .... targeted tax cuts and credits. No one who is in work should, in future, have to go to the benefits office to receive a living income.

We start in this Budget with a minimum income guarantee. A new deal, for over 50s returning to work. Nearly 30 per cent of men over 50 are outside the labour force, twice as many as 20 years ago. We need their talents. For those unemployed for six months or more, we will create a new employment credit which will guarantee a minimum income of #9,000 a year, for their first year back in full-time work ...

Successive governments have lowered mortgage tax relief from 40 per cent to 10 per cent of interest costs and frozen the limits at the first #30,000 of a mortgage. Today the allowance is worth an average of #2.50 a week. In the last year mortgage rates have come down significantly and I now recognise that there is a consensus across this House to complete the phasing out of Miras. As we do so we will ensure that families are better off.

We said in our manifesto that we would introduce a 10p starting rate of income tax for individuals when it was prudent to do so ... It will take effect in April 1999, a 10p starting rate on the first #1,500 of income, the lowest starting rate of tax since 1962 ... People will see it in their pay packets in May. Nearly 2 million people will see their income tax bills cut in half, and take home 90 pence of every pound they earn.

The new income tax structure will this year be 10p, 23p and 40p. And income tax allowances, income limits and tax thresholds will rise as usual in line with inflation.

The tax rates on savings will remain unchanged. So this is a Budget with a 10p starting rate of income tax. A 10p starting rate of small business tax, a 10p long term rate for capital gains tax.

The maximum small business tax is now down to 20p and corporate tax for big companies down to 30p. The tax cuts I have made today are tax cuts for a purpose, tax cuts that encourage work and make work pay, that help all middle and lower income families, tax cuts for the many and not just the few and at the best time for the economy.

I can confirm that the share of tax in national income will fall next year. And the tax burden on the typical family with children will fall below 20 per cent for the first time in 20 years.

PUBLIC SERVICES

ON TOP of the #40bn extra we are already investing in education and health, we will today allocate increased resources for our key public services ...

We are allocating an additional #170m for crime prevention in areas where crime is highest. The Home Secretary will make a detailed statement to the House. For public transport, in addition to the rural transport fund, we will make a further allocation to be announced by the Deputy Prime Minister.

For Northern Ireland, today we allocate additional capital spending of #50m, for Wales of #80m, for Scotland of #165m ...

The #19bn extra we are already providing for education will finance smaller class sizes, more nursery education, better pay for better teachers, our drive to improve literacy and numeracy - and we will help 700,000 more young people to go on to further and higher education. But, so that every child will have that chance, we need specific and targeted help for our inner-city schools. For upgrading their technology, the Secretary of State for Education will receive an additional #100m.

W are able this month to make another extra and larger allocation for school books: #2,000 to every school in every constituency in every part of the country, immediate new resources of #60m for a total of 10 million new books in all.

I turn to the NHS: #21bn extra money is making possible the largest hospital building programme since the war: a #1bn investment in modern technology in the health service; the recruitment of 7,000 new doctors; 15,000 more nurses; and a fair pay award for nurses.

The Government's new programme, NHS Direct, is a proven success. And later this week the Secretary of State for Health will announce detailed proposals not only to extend it to all of the country by the end of next year, but to carry NHS Direct right into communities - with a network of health centres and drop-in centres where people can get immediate advice about treatment ...

To enhance in every part of the United Kingdom the health care that people most urgently require we today make an additional and immediate cash allocation, to be spent in the next 12 months, for the upgrading of every single accident and emergency unit which needs it.

For this and other improvements which the Secretaries of State for Health, and Scotland, Wales, and Northern Ireland will announce, I am providing for the NHS almost half a billion pounds of extra investment today. Throughout the public services, more than a #1bn of additional new investment, on top of the #2bn I have allocated to families and pensioners ...

I have a final announcement.

We promised to get inflation and interest rates under control, to sort out the public finances, to make this the Government of economic competence and we have. We promised to invest billions more in health and education and we have. We promised we would cut youth unemployment and we have.

And I can confirm to the House that, while rebuilding our public services, our prudence in office also enables us to hold to our pledge made at the election not to raise the basic rate of income tax.

In fact, to reward work and ensure working families are better off, I will match the new 10p starting rate of income tax this April with a cut from next April in the basic rate of income tax to 22p, the lowest basic rate of tax for 70 years - and under this government.

Today's Budget is a better deal for work, a better deal for the family, a better deal for business - for a Britain now united around values of fairness and enterprise, and I commend this Budget not just to the House but to the country.
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To blink was to miss the economics in Gordon Brown's speech. The pace of growth had slowed but would pick up again. Inflation was low and would remain so. The public finances were in good shape. The last Budget before the millennium, the chancellor affirmed, would leave behind a century of sterile ideological conflicts between right and left. Then it was on to the serious politics. 

What Mr Brown told us is that while the Bank of England sets interest rates and fiscal policy is on automatic pilot, the Treasury has become the engine room of the government's social policy. It promises a fairer society - and a dynamic economy. The chancellor sees his task as building a bridge between the two. 

As usual it was a confident performance. No one quite commands the House of Commons like Mr Brown. If there was a criticism of the style, it was that his message was often lost in a blizzard of technical detail and populist wheezes. As corporation tax cuts made way for research and development tax credits, enterprise management incentives and tax-free Individual Learning Accounts, you could hear the accountants cheering. 

The chancellor's numbers - #4bn here, #6bn there - deliberately inflated the immediate changes. Mr Brown could never resist rolling up several years' tax cuts and public spending commitments into one big package. For the record, the net "giveaway" in the next financial year is a fraction over #1bn. 

These are small points. The full frontal assault on the middle classes which many had feared and a few had hoped for did not materialise. It was never planned. Tony Blair's government has elections to win. A 10p income tax rate makes a good campaign pitch. So does a new tax credit for children. And a #100 winter heating allowance for pensioners rich and poor could be worth a lot of votes in elections to the Scottish parliament. The calculation is that the middle classes can live with the (deferred) abolition of mortgage tax relief and the married couple's allowance. There will be cries of outrage from the moral minority but Mr Brown is probably right. 

This is, though, a redistributive Budget - just as were the two which preceded it. Pore over the dozens of changes in the Budget Red Book, add up the rows of pluses and minuses, and two things are clear. The first is that Mr Brown has paid for cuts in high-profile direct taxes with increases in more obscure, mostly indirect taxes. The second is that, by and large, the changes shift a modest amount of money from the higher paid to those at the bottom of scale. Thus the new family tax credit will be paid for through increased National Insurance Contributions for those near the top of the income scale. Company car drivers will pay to keep the pensioners warm. 

Some of this represents direct no-strings-attached transfers to the poorest - particularly pensioners and families with children. But the main beneficiaries - as the chancellor so often reminded us - are those able and willing to work. 

That takes us to Mr Brown's main political purpose: to square the circle of orthodox economics and social justice. Work, in the chancellor's mind, is the only way the government can lever up the life chances of the least privileged. The conditions attached to the New Deal - toughened again for the young in this Budget - provide the stick. A plethora of tax incentives and credits (and eventually, the full integration of tax and benefits so that no one in work will ever have to visit a social security office) provide the carrot. And there lies the importance of the 10p starting rate of income tax. Purists will argue that a higher tax threshold would have been fairer. But that misses the point. What counts for Mr Brown is the demonstration effect - work pays. 

The Scottish Presbyterian in him is set on changing the culture of our society. The poor - or rather those among them fit for employment - are to given opportunity. And with it a decent income. But they must be willing to work for it. 

The question is whether the fabled middle classes, whose views are so earnestly tracked in 10 Downing Street, will buy the package. The answer is a conditional yes. 

Mr Brown has credit in the bank. The government's most precious, and for many, unlikely asset is the perception that it is competent to run the economy. Sure, the chancellor may be chipping away at some of the tax privileges of the better off, but he has kept his word on inflation and spending. He is a credible guardian of the nation's finances. 

And there is no hint of class envy in the redistribution. With tax cuts for small companies and new incentives for entrepreneurs, the chancellor presents himself as a friend of the hard-working rich as well as the deserving poor. That is clever politics as well as sensible economics. 

All this is conditional. The present equanimity among the voters of Middle England is built on their own prosperity. Higher taxes slip by unnoticed when incomes are rising, jobs are safe and interest rates are falling. Mr Brown's economic forecasts are built on optimism. Manufacturing industry is already in recession. The rest of the economy is perilously close to it. The national mood will change if he is wrong. And there is something else. This chancellor, as strategic a thinker as there is to be found in the present government, wants a new society. Budget by Budget he is edging in that direction. But social engineering is a perilous business. The voters are fickle. And one day the Conservatives will be a credible opposition. 
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The government's central economic objective is to achieve high and stable levels of growth and employment. Raising productivity is vital to achieving this aim. Some UK companies and sectors produce world class performance. The challenge is to drive this top quality performance to all parts of the economy, making the UK as productive as other leading economies. 

The UK's productivity lags behind other major economies and has done so for decades. This government is determined to tackle this gap. The government's strategy to achieve this recognises that: 

* economic stability is fundamental to establishing the conditions for effective microeconomic reform. In the past, boom and bust cycles have undermined efforts to improve long-term performance. The macro-economic and public expenditure reforms will provide a stable environment for people and businesses to plan, innovate and invest; 

* the package of reforms to raise productivity has to be coherent and comprehensive. 

Challenge 

The government's approach to the productivity challenge starts from a clear understanding of the nature of the problem. 

Productivity in the UK is lower than other major economies. The UK has a gap in whole economy output per worker of approaching 40 per cent with the US and around 20 per cent with France and Germany. If the alternative measure of output per hour is used, a substantial gap still remains. The gap with France increases to around 30 per cent and that with the US falls to around 25 per cent. Measures vary over the cycle, but they are substantial and provide a clear rationale for action, a position endorsed by business leaders attending last summer's Productivity Seminars and the Regional Roadshows. 

A productivity gap also remains when total factor productivity (TFP) levels are compared. The recent figures from the National Institute of Economic and Social Research confirm this. TFP is designed to measure "technical progress" - that part of growth that is not explained by an increase in inputs of either capital or labour. Because TFP calculations compare countries after controlling for differences in capital stock, the gap is generally smaller than that measured by output per worker, or per hour, but this is unsurprising given the UK's historically poor investment performance. 

The government has identified five key drivers of productivity performance. They help diagnose past failings, and set out a framework for improving performance. They tackle weaknesses in inputs, in the use of existing technology, and in the creation and exploitation of new technology. The five drivers are: 

* investment in physical capital; 

* enterprise and innovation; 

* education and skills; 

* competition and regulation; and 

* public sector productivity. 

Investment 

Investment is central to productivity improvement. A high quantity and quality of investment has two key influences. The first is that it increases the level of inputs into the economy - increasing the productivity and hence the earnings of workers in a very direct way. But it is also a vital channel for the introduction of new technology and processes. New investment does not just replace existing machinery, but moves forward production possibilities by embodying technical change. 

The UK's investment record has been poor. In each year since at least 1960, the UK has invested a lower share of GDP than the OECD average. In addition, over the last full international economic cycle between 1982 and 1993, the UK invested a lower share of GDP than any other G7 country. 

The UK has a lower level of capital stock per worker or per hour worked than the United States, France or Germany. The differences in capital stock are not being made up by higher investment in recent years: for example, in the last international business cycle for every #100 per worker invested in the UK, the US and Germany invested #140 and France almost #150. 

Some have argued that the UK does not have an investment gap to reverse because in recent years business investment as a share of GDP has been comparable to other major countries. This is not the case. Britain needs a period of higher investment than other leading economies if it is to begin addressing the under-investment of the past. If the UK carries on investing the same share of a smaller national income, it will fall further behind. 

Tax framework 

The government has put in place a number of tax measures that build on the stable foundations of the new macro-economic framework and are designed to encourage investment for the long term. 

The first two Budgets: 

* reduced the main rate of corporation tax to 30 per cent, the lowest rate among major industrialised countries, and reduced the small companies' rate to 20 per cent. UK corporation tax rates are now at their lowest level since the tax was introduced; 

* reformed Capital Gains Tax (CGT) to encourage long-term investment by introducing a taper to reduce the gain the longer the assets are held. Higher rate payers holding business assets for 10 years will now face a CGT rate equivalent to 10 per cent; 

* withdrew payable tax credits to remove the distortion that encouraged companies to pay dividends rather than reinvest, and reduced the compliance burden on small and medium-sized firms that pay dividends by abolishing advance corporation tax (ACT); and 

* introduced enhanced first-year capital allowances to encourage investment in plant and machinery by small and medium-sized businesses. 

Corporation tax 

Budget 99 builds on this to provide further support for business investment through: 

* the introduction of a 10 per cent rate of corporation tax for the smallest companies. The 10 per cent rate will encourage investment and enterprise by halving the corporation tax rate for the smallest companies with profits up to #10,000 and it will benefit those with profits of up to #50,000 (some 270,000 companies). These companies will be left with more of their profits for retention, reinvestment and growth; and 

* the extension of 40 per cent first year capital allowances for small and medium enterprises (SMEs) for a further year. These will include spending by small and medium-sized businesses on machinery and plant in the year ending 1 July 2000. 

Enterprise 

A dynamic and innovative business sector is vital to long run growth. SMEs have an important role as drivers of productivity and innovation in the wider economy. 

Small firms can help increase competitive intensity by introducing new products and through the pressures they put on existing firms to improve efficiency, and compete on price. As set out in last year's Red Book, to grow these companies need: 

* entrepreneurs who have the energy and drive to create a company and the ambition to keep it growing; 

* access to finance to allow good ideas and innovations to be developed into saleable products. Such businesses often require significant start up capital to develop products. Providing finance for such businesses is often perceived to be high-risk and in many cases investment may be needed over the long-term to realise significant returns. Bank or standard equity finance is often not available for such ventures; and 

* key employees who are willing to join and stay with a small company to develop an idea, obtain finance, and see a product through to the market, even though initial salaries may be low and job security is less than working for a large company. 

Innovation 

Innovation and research and development (R&D) are central to technical progress, which is a key driver of long-run growth. The process of innovation encompasses all aspects of firm performance, from R&D, through to new processes and products, to a culture of continuous training and improvement. Failure to understand this process was a key weakness in traditional analyses of growth. 

Education and skills 

Education and skills are important for growth both in terms of directly increasing labour productivity, and through influencing the impact of new technology and innovations. Improving skills at all levels is vital. For example, weaknesses in basic skills will inhibit the diffusion of new technology and mean the UK will gain less from its research and development effort. 

Skills deficiencies can also impact on other productivity drivers. For example, investment in physical capital - such as machinery - has often been seen as a substitute for investing in workers. 

But it is increasingly clear that investment in human and physical capital can be complements rather than substitutes. The government has acted to tackle this national priority. 

The Comprehensive Spending Review allocated an additional #19bn for the next three years for education, an increase in real terms of 5.1 per cent a year between 1998-99 and 2001-02. The government has: 

* established the Sure Start scheme and is expanding nursery education; 

* begun to provide more modern facilities and equipment through an additional #2.2bn in schools capital funding over the next three years; 

* helped make lifelong learning possible for everyone with the establishment of the University for Industry (UfI) which will use the latest technology to bring education and training into the home, the workplace and the community; and 

* continued the expansion in higher and further education with a commitment to add over 700,000 extra students a year in further and higher education by 2002. 

Budget 99 builds on the important steps already taken with a major announcement setting out how Individual Learning Accounts will improve skills training in the existing workforce. 

Individual Learning Accounts will bridge both sides of this problem. An initial one million accounts will be opened with the first starter accounts opening in 1999. The first million accounts will match #25 from the ILA holder with an additional #150 for spending on education and training. 

Competition and regulation 

Competition is a key driver of productivity both in individual companies and across whole sectors. The need to compete in terms of price, product and service drives companies to innovate, to improve efficiency and to pass savings on to consumers and the wider economy. Work by Stephen Nickell, for example, has demonstrated the link between higher competitive pressures and higher productivity. And this link was often cited by business participants at the Productivity Roadshows and seminars. 
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To help generate the highly skilled workforce necessary to improve productivity the government is launching individual learning accounts (ILAs). 

ILAs will promote lifelong learning and encourage people to take responsibility for their training and development. They will become the main source of help for adults to acquire qualifications, helping them increase their earnings and employability. 

To encourage employers to invest in their employees' training, the chancellor announced that contributions made by employers into ILAs held by their employees will qualify for a deduction from taxable profits and will be tax and NICs free provided employers contribute to the ILAs of their lowest paid workers on similar terms. 

ILAs will provide a 20 per cent discount for everyone, on eligible training costs of up to #500 a year. Vocational training relief is to be abolished in 2000-01 when the national framework for ILAs is launched. In the meantime higher rate relief will no longer be available for payments made on or after April 6, 1999. Relief at basic rate, however, will continue until abolition. 

Following the launch of ILAs, support from public funds will better targeted so that in future more help will go to those who have the greatest need to improve their skills and qualifications. The immediate removal of higher rate relief for vocational training is the first step in achieving this. 

The first "starter" ILAs will open in 1999-2000. For each of the first million accounts, the Government will provide #150 for spending on education and training when the holder commits a minimum of #25. 

In the following year, a national framework will be put in place so that ILAs are available to everyone. These ILAs will provide discounts for everyone of 20 per cent on spending on eligible courses up to #500 a year, and more generous discounts for certain key courses, including computer literacy. 

Any necessary legislation in connection with employers' contributions into ILAs will be brought forward next year when the details of how ILAs will operate have been settled. 

Higher rate vocational training relief will no longer be available and should not therefore be claimed for payments made to training providers on or after April 6, 1999. 

Vocational training relief will be abolished in 2000-01 once the national framework for ILAs is in place. The final date for making payments that attract relief will be announced nearer the time. 

In addition, extra-statutory concession (ESC) will be withdrawn from the same date. This concession gives tax relief for expenditure on job-related training courses that employees pay for themselves, but only in very limited circumstances. 

Vocational training relief is the tax relief available to individuals who pay for certain costs of their own vocational training. Most trainees get relief at source by deducting an amount equal to income tax at the basic rate from the fees they pay to UK training providers. Training providers then reclaim that amount directly from the Inland Revenue. 

Trainees presently claim any higher rate relief due from their local tax offices or in their self assessment returns if they get them. They will no longer be able to claim this higher rate relief for payments made on or after April 6, 1999. 

There are two ways of qualifying for relief: VTR is due if the course being taken is capable of leading to a National Vocational Qualification or Scottish Vocational Qualification (NVQ or SVQ) and the trainee is at least 16 years old and, if less than 19 years old, not in full-time education. 

The relief is also due for non-NVQ/SVQ linked training provided the course offers skills or knowledge that is relevant to, and intended to be used in, paid employment or self-employment. 

The trainee must be 30 or more years old at the time of the payment and the course must be full time, lasting for at least four weeks but no more than a year. All teaching and practical applications must take place in the UK. 

To qualify for VTR, trainees must be resident in the UK, not be in receipt of any other form of tax relief for the fees and not be receiving, or entitled to receive, public financial assistance for the course. 

Trainees must pay for the training themselves and not be undertaking the course either wholly or mainly for recreational purposes or as a leisure activity. 

The removal of higher rate relief will affect around 5,000 trainees who currently claim relief at higher rate. This will yield less than #3 million in 1999-2000. 

* The chancellor also gave a tax boost to encourage wider computer use and computer skills among employees. It was part of a package of measures to increase computer access throughout the community. 

The chancellor said: "We hope this new measure will encourage businesses to loan computers to their employees and that it will be as successful as a similar scheme developed in Sweden, where household computer use increased dramatically as a result. 

"There are real benefits to businesses, employees and the wider community from increasing access to computers." 

From April 6, 1999, employees will be able to take up the loan of a computer from their employer without being faced with a tax charge. 

The chancellor is removing the employee benefits tax charge on computers lent by employers to employees for up to #2,000 value of computer equipment. The Government believes the exemption will help extend computer access and experience throughout the employed workforce. 
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The Budget measures, along with economic forecasts and public finance details, are contained in the financial statement and Budget report. Known as the Red Book, it is reproduced in abridged form on the following pages. 

The government's central economic objective is to achieve high and stable levels of growth and employment. This Budget will help build a stronger economic future for Britain through reforms that will put work, enterprise and families first. By protecting the environment and ensuring that growth is sustainable, this Budget will also ensure a better quality of life today and for future generations. 

The key elements of the government's strategy are: 

* locking in economic stability as a platform for long-term growth; 

* raising productivity through promoting enterprise and investment; 

* increasing employment opportunity with a better deal for working families; 

* and building a fairer society, with a better deal for families and children. 

The pre-Budget report, published in November, set out the direction of government policy and measures under consideration to deliver this strategy. A series of regional roadshows has subsequently widened the debate on how to rise to the productivity challenge and secure high and stable growth and employment. 

Macroeconomic strategy and prospects 

In the past, Britain has suffered greater volatility in output and inflation than most other major industrial countries. Such volatility imposed both social and economic costs. On coming into office, the government therefore introduced a new framework for monetary and fiscal policy to promote economic stability, while ensuring that macroeconomic policy responds sensibly to economic shocks. This included: 

* a new monetary framework to deliver low and stable inflation: the Bank of England's monetary policy committee has been given operational independence to set interest rates to deliver the government's inflation target; 

* a new fiscal framework, including two strict fiscal rules - the golden rule and the sustainable investment rule - to get the public finances under control. Borrowing has been reduced by a cumulative #29bn over the last two years and tight control has been maintained over public expenditure; 

* and a new public expenditure regime which, together with new three year spending plans, will provide greater certainty and encourage longer-term planning. 

The rewards of the new framework are already evident. Inflation is close to target. Interest rates peaked at 7 1/2 per cent last year, half their peak level in the last cycle. Debt interest payments are falling. And employment is up by more than 400,000 since May 1997; long-term and youth unemployment have fallen by 50 per cent. 

The Budget 99 forecast confirms that: 

* RPIX inflation is forecast to remain at the target level of 2 1/2 per cent; 

* and growth will be lower this year than last, following the global slowdown. 

However, the economy is well placed for stronger growth into 2000, in line with independent forecasters. This means that this cycle is set to be much more moderate than those in recent decades. 

Budget 99 locks in the economic stability that the new framework has delivered. As a result of the strengthening underlying fiscal position, the fiscal rules are still met while the new Budget measures provide an extra #6bn support over the next three years to boost the economy during the period when output is below its trend level. The public finances forecast shows that: 

* the surplus on current budget is projected to average 0-4 per cent of GDP over the current economic cycle; 

* and net public debt is projected to decline significantly as a proportion of GDP, to below 35 per cent by 2003-04. 

Meeting these rules will allow the UK to: 

* maintain high quality public services and deliver the spending commitments - including #40bn additional investment in education and health over the next three years - announced in the Comprehensive Spending Review (CSR); 

* and ensure the overall position of the public finances remains sound. As both rules are set over the economic cycle, they will also allow the automatic stabilisers to play their part so that fiscal policy continues to support monetary policy in the next phase of the cycle. 

In addition, illustrative baseline projections for the next 30 years indicate a sustainable fiscal position, capable of delivering equitable outcomes for future generations. 

The government is taking further steps to raise the sustainable rate of growth by tackling the underlying structural weaknesses in the economy. 

Impact on households 

Budget 99 will support families with children and reward work. Taken together with the measures announced in Budget 98, it will: 

* make people better off - over 20m households gain, of which 7m are households with children and 7m are pensioner households; on average, households will be #380 a year better off. 

* support families - families with children will on average be #740 a year better off; poorer families will also benefit; 700,000 children will be taken out of poverty. 

* reward work - working households will on average be #450 a year better off; the new 10p rate of tax will halve the tax bill for 1.8m, of whom 1.5m are low-paid employees; the Working Families Tax Credit will on average give low earning families an extra #24 a week, compared with Family Credit. 

Building a fairer society 

Economic growth, opportunity and fairness go hand in hand: an economy in which a significant proportion of the population is unable to fulfil its potential will be poorer and less productive. 

It also ensures that growth takes place in a way that is fair to today's and future generations. The government will publish later this year its Sustainable Development Strategy: achieving economic growth while protecting and where possible enhancing the environment and making sure that the benefits are available to everyone, not just the few. 

The government is therefore committed to: 

* ensuring that everyone has access to high quality public services, including decent schools and a modern health service; 

* ensuring that all families with children are supported through the tax and benefit system; 

* targeted support focusing on: work as the best way out of poverty; families and children to ensure that every child can thrive and take advantage of new opportunities; help for those not in work, including giving a better deal to pensioners; and ensuring that growth is sustainable, respects the environment and is fair to future generations. 

The CSR focused on how public services could be modernised to meet these goals. For example: 

* an extra #40bn will be invested in modernising health and education over the next three years; 

* child benefit will increase by #2.95 a week for the eldest child from April; 

* and new targeted initiatives such as the Sure Start programme were set up to ensure that all children are ready to learn when they reach school. 

Budget 1999 focuses principally on tax and other measures that will increase opportunity and protect the environment including: a better deal for families and children; the introduction of a Children's Tax Credit, replacing the married couples allowance and related allowances, and which will be worth #416 a year, with increases in the Working Families' Tax Credit (WFTC) and Income Support to ensure all children benefit; and a 3 per cent real increase in Child Benefit to at least #15 and #10 a week from April 2000 for first and subsequent children respectively. 

Modernising public services will include a #1.1bn package of investment from the Capital Modernisation Fund which will provide: #470m to support a national IT strategy; #430m to modernise Accident and Emergency services and improve access to primary care services; and #170m to tackle crime. 

Pensioners will get a #1bn package, including a #100 winter allowance, a minimum guarantee on tax and an increased Minimum Income Guarantee. 

For charities there will be a Review of Charity Taxation consultation document which will explore how the tax system can encourage more giving to charity. 

To tackle tax abuse, measures will be designed to ensure individuals and businesses pay their fair share of taxes. 

To protect the environment, there will be a package of measures aimed at: encouraging energy efficiency and tackling climate change through a new climate change levy; improving local air quality and supporting the integrated transport strategy through a major reform of the company car tax regime, a reduction to #100 in vehicle excise duty rates for cars with the smallest engines, tax measures to promote environmentally friendly commuting and increases in road fuel duties; and encouraging sustainable waste management through increases in the rate of the landfill tax. 

Raising productivity 

The UK produces less per person than other major economies. The productivity gap of 40 per cent with the US and over 20 per cent with France and Germany reflects long-standing weaknesses in the economy: 

* the UK has invested less in research and development (R&D): the US invests 50 per cent more, as a share of GDP, in business enterprise R&D; 

* for every #100 per worker invested in new capital equipment in the UK during the last economic cycle, the US and Germany invested #140; 

* and fewer people have basic skill levels: 22 per cent of adults in the UK have poor literacy skills, 50 per cent more than in Germany. 

The government has already introduced - in the 1997 and 1998 Budgets and CSR - a number of microeconomic reforms targeted on the five key drivers of productivity growth: 

* investment: corporation tax has been reduced to its lowest ever level and tax measures introduced to encourage investment for the long-term; 

* innovation and enterprise: #1.4bn additional investment in science will promote high quality research and innovation; 

* education and skills: an extra #19bn will be invested over the next three years in raising achievement and improving skill levels; 

* competition: new competition laws will increase efficiency and deliver a better deal for consumers; 

* and public sector efficiency: setting challenging performance targets. 

Budget 99 builds on this start through a further package of measures including: 

* a new 10p corporation tax rate for small companies and extension of 40 per cent capital allowances for small and medium enterprises (SME) to encourage entrepreneurial activity and innovative investment; 

* a new #20m venture capital challenge to finance early stage high-technology businesses; 

* a new research and development tax credit in 2000 to encourage small businesses investment in R&D; 

* an additional #100m for basic science infrastructure to help provide a modern research base; 

* a new Employee Share Ownership scheme in 2000 to encourage employees to take a stake in the success of their companies; 

* a new Small Business Service to deliver services to small firms, including a new Automatic Payroll Service; 

* from 2000, setting an 80 per cent discount for key courses such as computer literacy, funded through Individual Learning Accounts. 

The Secretary of State for Trade and Industry will be making further announcements after the Budget, taking forward the competitiveness agenda. 

Increasing jobs opportunity 

The strategy takes account of major changes in the labour market over the last two or three decades, including: 

* growing structural unemployment and rising inactivity amongst certain groups; 

* an increase in the number of women in work and part-time jobs; and 

* a tax and benefit system which has trapped many families into poverty and unemployment. 

Major reforms were introduced in the 1997 and 1998 Budgets and the CSR to take forward the government's employment strategy based on helping people from welfare to work, and making work pay. For example: 

* the Welfare to Work initiative, funded through a #5.2bn windfall tax on the excess profits of the privatised utilities, has already benefited over 350,000 people through the New Deal; 

* tax and benefit reforms: the WFTC will be introduced in October 1999 providing extra help for 1.4m working families; 

* a national minimum wage will be introduced in April 1999; 

* national insurance contributions (NICs) reform: removing the burdens on the low paid; 

* and a New Deal for Communities and Employment Zones will tackle persistent high unemployment. 

Budget 99 will build on these measures by delivering welfare to work; 

* providing extra help for young people on the New Deal to ensure there is no option of simply staying on benefit; 

* providing personalised support to help people over 50 move back to work; 

* and an Income Support run-on to ease the transition into work for lone parents. 

From October 1999 there will be a minimum income guarantee of #200 per week for full-time working families; no family will pay net income tax until they earn more than #235 (over #12,000 a year); the NICs bill will be eliminated for about 900,000 people earning too little even to pay income tax; there will be a cut in the NICs bill for low earning self-employed people from April 2000; there will be a new 10p rate of income tax from April 1999 which halves the tax bill for 1.8m taxpayers; and there will a cut in the basic rate of income tax to 22p from April 2000 to reward work and ensure working families are better off. 
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BUDGET 99 - POLITICS AND SPENDING - Pledge of #1.7bn to lift lifelong learning scheme - EDUCATION COMPUTER LITERACY PRIORITY FOR ADULT EDUCATION. 

The government yesterday breathed new life into its flagging lifelong learning policy, unveiling plans for a #1.7bn "computers for all" initiative creating a national network of 1,000 learning centres linking schools, colleges and companies. 

To complement this, it announced an expansion of long-promised Individual Learning Accounts (ILAs), with tax cuts and large discounts for adults investing in their own vocational training and education. 

Just 12 months after ministers ditched plans to introduce a lifelong learning bill, Gordon Brown, the chancellor, promised "the opportunity for universal education at every age". 

He highlighted computer literacy, insisting it was "the great driver" of world economic growth, and warning that "inequality in computer learning today will mean inequality in earning power tomorrow". 

Under the plans, the government will draw #1.7bn from its capital modernisation fund, funding a learning centre "in every community in Britain", and thereby creating the infrastructure for a University for Industry. 

Within three years, 32,000 schools should be connected to the internet, 370,000 teachers should be computer-trained, and 1m small businesses should be able to benefit from e-commerce. 

Also, to boost home-learning, the government is not only to let employees borrow computers as a tax-free benefit but also pioneer a system enabling regional partnerships "to loan computers and software in the new century the way local libraries have loaned books in the last century". 

Alongside this, the government is to "open up tax-free learning in computers" by expanding the ILAs. A million people will receive #150 to start an account and the government will legislate so that employers will be able to contribute tax-free to employees' accounts. 

It will also put in place a package of discounts for learners: a 20 per cent discount for account holders for courses of up to #500 per year, and an 80 per cent cut in course fees fo all adults signing up to improve their basic education - especially computer literacy. 

To fund this discount package, the government will phase out existing vocational tax-relief which, Mr Brown said, was poorly targeted because it subsidised "non-vocational courses like diving and flying lessons". 

John Field, the first professor of lifelong learning at Warwick University, welcomed the Budget statement, saying "the government's lifelong learning initiative is going full-steam ahead". 

Mike Gregory, finance director of RM, a computer company, said the plans would give a substantial boost to computer learning in the country. 

He said: "A lot of schools will be well-placed to become one of the government's 1,000 learning centres." 

Mary Chapman, director general of the Institute of Management, said: "Britain needs a skills surge at all levels if we are to deliver the 'quantum leap' in the knowledge base. The package of incentives to learn new technology skills and the launch of ILAs will focus attention on developing and enhancing the skills of people." 

Mr Brown said the country "can no longer afford to lag behind America", adding that the reforms would prepare everyone "for the newest and most decisive economic challenge of the 21st century: mastering IT, from the PC to the internet, from e-mail to e-commerce". 
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THE BUDGET PROVISIONS IN DETAIL - PERSONAL TAXES AND BENEFITS. 

Income tax 1999-2000: A new rate of tax at 10 per cent will be introduced on the first #1,500 of income from 6 April 1999. The existing 20 per cent band on non-savings income will disappear. 

Income tax on savings eligible for the lower rate up to the basic rate limit will continue at 20 per cent up to that limit and 40 per cent above it, except for dividends which from 6 April 1999 will be taxed at 10 per cent up to the basic rate limit and 32.5 per cent above it. 

The personal allowance will increase to #4,335 as already announced. The blind person's allowance and the basic rate limit will rise in line with statutory indexation. 

The married couple's allowance and related allowances will rise in line with indexation to #1,970 at 10 per cent in 1999-2000. The age-related married couple's allowance will also rise in line with indexation. (These allowances had already been increased for 1999-2000 on account of the change in the rate of relief to 10 per cent.) 

Personal allowances for older people will be increased by up to #200 more than statutory indexation - to #5,720 and #5,980 respectively for people aged 65-74 years and 75 years and over. The income limit for the age-related allowances will be increased in line with statutory indexation to #16,800. Working Families Tax Credit: The basic tax credit in the Working Families Tax Credit (WFTC) will be increased by #2.50 and the tax credit for children under 11 years will be increased by #4.70 from October 1999. Other measures: The maximum earnings for which pension provision may be made with income tax relief (the "earnings cap") will be increased in line with statutory indexation to #90,600. 

The Government will confirm that annuities paid by free standing voluntary contributions schemes are taxable in full on receipt. 

Investors in court common investment funds will be treated in the same way as investors in shares, authorised unit trusts or open-ended investment companies. 

There will be no tax charge where an employer provides an employee with a mobile telephone which is used for private calls. 

To make the repayment arrangements for the new income-contingent student loans fairer to borrowers, interest on amounts they have overpaid will be tax-free. Income tax 2000-2001: From 6 April 2000, the basic rate of income tax will be reduced from 23p to 22p. 

The married couple's allowance, for a husband and wife aged under 65, and related allowances, will be removed from 6 April 2000. Couples in which at least one of the spouses was born before 6 April 1935 will remain entitled to claim the married couple's allowance. Tax relief for maintenance payments will cease for payments made and falling due on or after 6 April 2000. Tax relief for maintenance payments will be retained where one or more of the parties is aged 65 or over on 5 April 2000. Mortgage interest relief: Relief on mortgage interest repayments will be removed from 6 April 2000. Mortgage interest relief for those aged 65 and over who take out a loan to buy a life annuity (a home income plan) ends with effect from 9 March 1999, but existing loans will continue to qualify for relief for the remainder of the loan period. Working Families Tax Credit: From 6 April 2000, there will be a further increase of #1.10 above indexation in the credit for children under 11 years. Disabled Person's Tax Credit: A new "fast-track" to the Disabled Person's Tax Credit will be introduced from October 2000 to help with the retention of staff disabled while working, and whose return to work depends on a reduction in hours or rate of pay. Income tax 2001-2002 Children's Tax Credit:Atax credit of up to #8 per week ( #4,160 per year at 10 per cent) will be introduced from 6 April 2001 for families with children. The credit will be tapered away from families where one or both partners is a higher rate taxpayer. Inheritance tax: The threshold will be increased by statutory indexation to #231,000. 

A simpler procedure for obtaining information and stricter penalties for non-compliance will be introduced. Taxes on capital gains: The annual exempt amount will be increased by statutory indexation to #7,100. 

Capital gains tax rates will be aligned with those for savings income, charging gains at 20 per cent or 40 per cent depending on the level of income and gains. 

Rules for individuals in the Lloyd's insurance market will be changed in order to make the calculation of gains simpler and fairer. From 6 April 1999, an individual in a members' agent pooling arrangement (MAPA), will treat his or her share of the syndicates held through the MAPA as if it were a single direct holding. In addition, tax roll-over relief will be extended to include members' interests in syndicates, whether held directly or through a MAPA. Stamp duty: From 16 March 1999, stamp duty rates will be increased on transfers of land and property over #250,000 and less than #500,000 from 2.0 per cent to 2.5 per cent and from 3.0 per cent to 3.5 per cent for land and property over #500,000. Compliance and administration: Interest will be added to repayments of stamp duty and charged on duty paid late, as is the case for other taxes. Penalties will be increased to modern levels and the fixed duties will be raised to #5. Stamp duty will be charged in multiples of #5. These measures will take effect from 1 October 1999. 

The government will clarify the statutory provisions which enable the treasury to make regulations for the administration of stamp duty reserve tax. 

As announced on 29 January 1999, a loophole will be closed by restricting relief for foreign currency bearer instruments to its intended purpose, which is to assist companies borrowing money in other countries. 

Measures will be introduced to clarify the stamp duty rules for foreign currency bearer shares and redenomination of the currency of shares in a depositary receipt scheme or clearance service. A relief will also be provided to allow depositary interests in foreign shares to be traded in the UK. Unit trust and oeics: The Government will introduce a clearer and easier framework for stamp duty reserve tax to replace the existing stamp duty regime for unit trusts and open-ended investment companies (oeics) from October 1999. National insurance: Employers' Class 1B liability will be deductible for tax in 1999-2000. 

From April 2000, the threshold of earnings above which people will pay NICs will increase to #76 per week. A zero rate of NICs will apply on earnings between the previous lower limit and the new threshold to protect benefit entitlement. The threshold of earnings above which employees wil pay no NICS (the upper earnings limit, UEL) will increase to #535 per week. 

From April 2000, employer NICs will be extended to those benefits in kind which as already subject to income tax. 

From April 2000, the Class 2 NICs charge (which from April 1999 will; be payable when profits reach #72.50 per week) will be reduced from #5.55 to #2 a week. It is assumed that the starting point for Class 2 NICs will be indexed to #73.50 from April 2000. At the same time, the starting point for Class 4 NICs will be aligned with the income tax personal allowance at #85 per week and the contribution rate increased to 7 per cent. The upper profits limit rises with the UEL. 

From April 2001, the threshold of earnings below which people will not pay NICs will increase to #87 per week, aligning it with the income tax personal allowance. The UEL will increase to #575 per week. 

The rate of NICs paid by employers will be reduced by 0.5 percentage points in April 2001, offsetting the cost to business of the climate change levy. 

The upper self-employed profits limit will increase to #575 per week, in line with the UEL. Benefits 1999-2000: Maternity Allowance will be extended to all women earning less than the lower earnings limit for NICs but at least #30 per week, to be paid at 90 per cent of previous earnings. 

Premium for children under 11 years in Income Support will be increased by #4.70 from October 1999. 

From October 1999, lone parents who have been claiming Income Support for at least six months and move into work and are claiming WFTC will be able to claim a "run-on" in their Income Support at the existing level for two weeks. 

Workers aged over 50, who have been out of work and claiming benefits (Jobseeker's Allowance, Income Support, Incapacity Benefit or Severe Disablement Allowance) for more than six months (or if their partner has been claiming a dependant's allowance in one of these benefits for them for six months, and neither partner is working), will be eligible for an in-work top-up payment of #60 per week, for 52 weeks, if they move into work for more than 30 hours a week. #40 will be available to those moving into part-time work, of between 16 and 30 hours per week. 

A New Deal for the over-50s will provide personalised advice and support, complementing the Employment Credit. The over-50s will be eligible for in-work training grants of up to #750 to help them acquire accredited training. Pathfinders will start in October 1999, with a national roll-out in 2000. 

The Government intends to announce pilots during 1999 to make the initial gateway at the beginning of the New Deal for 18-24 year olds more intensive. The gateway will also be made more intensive for people remaining in the gateway for more than three months. 

From 1999-2000, the Winter Allowance to every pensioner household will be increased to #100 from its current level of #20. Benefits 2000-2001: Self-employed women will become entitled to the full rate of Maternity Allowance from April 2000. 

From April 2000, the Social Fund maternity payment will be renamed the Sure Start Maternity Grant. The payment for each child will be doubled to #200 and will be paid following contact with a health professional or local Sure Start programme. 

Child Benefit will be increased by around 3 per cent in real terms from April 2000, to be worth #15 for the first child and #10 for subsequent children per week. 

Premium for children under 11 years in Income Support will be increased by a further #1.05 over and above indexation in April 2000. 

In April 2000, the minimum income guarantee for pensioners will be uprated by earnings rather than prices. 

BUSINESS TAXES AND SPENDING 

Tax on business profits: A new 10 per cent rate of corporation tax will be introduced from 1 April 2000, for profits up to #10,000, also benefiting companies with profits up to #50,000. 

The government will introduce new tax credits for spending by small and medium-sized companies on research and development. The new plans will be introduced in 2000 and the Inland Revenue is publishing a technical note on 10 March 1999. 

First year allowances for small and medium-sized businesses introduced in 1997 will be extended for one year until 1 July 2000 at a rate of 40 per cent. 

A measure will be introduced to help football clubs adjust to new accounting rules on intangible assets. These rules affect the way in which the cost of players is deducted from profits. The measure will prevent the need for early payments of tax, relating to existing players, which would otherwise have arisen in the transition to the new accounting rules. 

Tax relief for donations of equipment or trading stock by businesses is being extended to cover all charitable causes. Value added tax: The VAT registration threshold will be increased broadly in line with inflation to #51,000 from 1 April 1999. The deregistration threshold will increase from #48,000 to #49,000. Customs and Excise will be working further with business to explore whether it is possible to cushion the impact of VAT registration on growing businesses. 

Following consultation during 1998, the requirement for 90 days' notice for applications for group treatment will be removed. Customs and Excise will be able to remove any members from existing VAT groups, mirroring powers to refuse applications. Circumstances in which Customs and Excise will normally invoke their revenue protection powers will be clarified in a business brief. Criteria for including foreign companies in VAT groupings will be redefined. 

The rule allowing certain VAT-exempt business activities to be ignored and all input tax to be reclaimed will be withdrawn with effect from 10 March 1999. 

From 10 March 1999, the scope of the VAT exemption relating to financial intermediary services, payment and credit transfer services and credit management services will be clarified to restore the position that existed before recent legal challenges. 

Legislation will be introduced to make investment gold exempt from VAT from 1 January 2000. It will implement EC Directive 98/80/EC. Industrial gold and jewellery will remain liable to VAT. 

The government will introduce a power to impose a penalty on customers providing incorrect certificates to claim eligibility for reduced rate fuel and power. 

The government will clarify legislation providing a two year time limit for Customs and Excise to penalise VAT-registered businesses not complying with requirements to submit details of sales to VAT-registered businesses in other EU member states. 

Membership subscriptions to organisations with political, religious, patriotic, philosophical or philanthropic aims will become exempt from VAT. 

Interest payments will be charged at a commercial rate on late payment of Customs duty debts. Traders will be able to claim interest payments for late repayments of a valid duty claim. 

Drawback legislation will be further standardised to prevent potential loss of revenue through drawback on non-commercial exports of oil. Tax avoidance and evasion by business: The government will extend anti-avoidance legislation which counteracts the artificial techniques that strip value out of subsidiaries prior to sale to avoid tax liabilities. 

Loopholes in the rules for North Sea corporation tax and petroleum revenue tax which could be exploited by the sale and leaseback of North Sea assets will be closed. 

New rules will prevent companies avoiding tax by channelling UK dividends via controlled foreign companies. 

Legislation will be introduced to allow taxpayers and the Inland Revenue to agree in advance how the arm's length principle is to be applied in relation to specific cross-border (or cross- 

North Sea "ring-fence") transactions. 

Following a recent adverse decision by the Privy Council, legislation will be introduced to tax sums paid by landlords to induce tenants to take out a lease, sometimes called reverse premiums. 

Following consultation, an existing anti-avoidance measure on construction services will be replaced with a new anti-avoidance measure better targeted on abuse. 

Anti-avoidance provisions that prevent businesses artificially inflating their recovery of VAT on the construction of non-residential buildings by lease and leaseback will be extended from 10 March 1999. 

Loopholes that could allow VAT to be avoided or too much bad debt relief to be claimed when debts are assigned to other parties will be closed from 10 March 1999. 

A loophole that could allow businesses to qualify for repayment supplement by lodging their VAT return early will be closed from 9 March 1999. 

A loophole that might allow the capital goods scheme to be exploited for tax avoidance will be closed from 10 March 1999. Incentives for investors and entrepreneurs: The government will introduce a new Venture Capital Challenge of #20m from the Capital Modernisation Fund (CMF). This will be invested in new funds for early stage high-technology businesses in partnership with project investors. The funds will operate throughout the UK and will have a strong regional dimension. 

The government proposes to introduce a tax incentive in Budget 2000 to promote corporate venturing. The Inland Revenue will issue a technical note on 10 March 1999 setting out the proposal in more detail. 

The government will take steps to prevent the incidence of capital gains tax acting as a barrier to investors in the Enterprise Investment Scheme who want to dispose of their investments and reinvest the gains in other EIS companies. Such investors deferring a chargeable gain from an EIS investment by reinvesting it in another EIS company will benefit from the capital gains tax taper on a cumulative basis, calculating taper relief for the deferred gain by reference to the combined ownership period. Incentives for employees and managers: The government will introduce a new all-employee share scheme in Budget 2000, to allow employees to buy shares from their pre-tax salary and to receive free shares, with further tax incentives for longer term shareholding. Any gains arising on shares held for three years in the scheme will be tax-free. There will be greater flexibility in the ways in which employers can give shares as well as tax benefits and payroll services. The details are set out in a technical paper issued by the Inland Revenue on 9 March 1999. An advisory group drawn from practitioners, business and other experts will help the Inland Revenue design the details of the new scheme and consider what measures could be specifically introduced to make employee share ownership more attractive to smaller compa nies. Draft legislation will be published as part of the Pre-Budget Report and the changes will be introduced in Budget 2000. 

The government will introduce a new Enterprise Management Incentives scheme in Budget 2000, limited to small higher risk trading companies. The Inland Revenue will issue a technical note on 10 March 1999 setting out the proposed scheme in more detail. The advisory group for the all-employee share scheme will also be closely involved in its design. Education and training: The government will introduce Individual Learning Accounts (ILAs). The first "starter" accounts will open in 1999-2000. For each of these accounts, the government will provide #150 for spending on education and training, when the holder commits #25. 

From 2000, ILAs will offer their holders: discounts of 80 per cent of the cost of certain key courses such as computer literacy; discounts for everyone of 20 per cent on eligible courses, on spending of up to #500 per year; tax relief to employers on contributions to employees' ILAs; and tax relief to employees on their employers' contributions providing that the employer is contributing to the ILAs of their lowest paid employees on similar terms. This will be supplemented by spending within the Department for Education and Employment's Departmental Expenditure Limit on discounts for ILA holders. 

Higher rate tax relief on vocational training will be abolished from 6 April 1999, and the remaining relief will be abolished in 2000-2001. Administrative help for small businesses: The government will create a Small Business Service (SBS) to co-ordinate advice and support to small and medium-sized businesses across England. It will have a new role to help business comply with regulations and to improve the quality and coherence of delivery of government support programmes. It will also run the Department of Trade and Industry's Enterprise Fund and the new Venture Capital Challenge for high technology. It will also offer a new automated payroll service for small employers. 

In addition to the new automated payroll service offered by the SBS, the government will establish new national standards for computer payroll software. 

The limit for Pay As You Earn (PAYE) quarterly payments by employers will be increased to #1,000, allowing more small employers to pay PAYE quarterly rather than monthly. 

The Inland Revenue will introduce new business support teams working closely with the SBS to help small businesses and new employers. The service will include the offer of a half-day's one-to-one advice. There will also be a new helpline service for new employers and a range of improved guidance material. 

Customs and Excise will conduct a national survey during 1999 to obtain information about current business views to inform service improvements. Support available for newly VAT-registered businesses will be expanded to include a business support programme for new exporters and importers. 
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A row erupted yesterday over the Government's "computers for all" Budget commitment, as teachers revealed that the small print showed they would have to foot the bill.

Teachers said the details fell short of expectations, after it emerged that much of the #20m allocated to fund laptops for teachers would be funding low-interest loans so staff could pay for their own computers.

They also criticised pilot plans to improve access to computers by allowing families in deprived areas to rent, for about #5 a month, "recycled" machines discarded by private firms. David Blunkett, the Secretary of State for Education, announced the scheme yesterday, as he outlined the breakdown of the Government's #400m package to modernise the skills of teachers and the workforce. Under the scheme, schools will be able to buy some computers to lend to staff, and teachers will be offered low-interest loans to pay for their own computers.

Government sources said the loans would offer a better deal than commercial finance packages to help teachers join the "information revolution".

Mr Blunkett said yesterday: "It is vital that we prevent a generation of children emerging as the information poor.

"Information and communication technology allow us all access to the future and will help underpin prosperity and equality of opportunity into the next century, for young and old alike."

But Doug McAvoy, general secretary of the National Union of Teachers, said: "Teachers will be disappointed that their hopes, raised on Tuesday, are dashed on Thursday.

"Schools and teachers are critical to the information age, but teachers have to spend their own money on the tools of their trade."

Mr McAvoy also criticised the plans to offer deprived families old computers.

He said: "Out-of-date and discarded computers will not bridge the gap between the haves and the have-nots. Instead, they will create the haves and the nearly-haves."

Government sources insisted the second-hand computers would be high-quality machines, obsolete for businesses but still acceptable for use in the home. "There's a lot of computers that businesses upgrade but are still perfectly good," a source said.

Mr Blunkett outlined the "computers for all" scheme as part of a drive to open 800 computer teaching centres in colleges, libraries and business across Britain, announced in Tuesday's Budget.

There will also be tax breaks to encourage employers to lend their staff members computers for use at home.

People who take out the Government's new Individual Learning Accounts will get 80 per cent discounts on basic computer training.

Attacking with subtlety and taxing by stealth - Business Focus.
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Brown never said this was a budget for big business and now we know why, writes Douglas Fairbairn, national head of tax at Ernst & Young.

Gordon Brown's first two budgets reformed the corporate tax system, increased the tax burden on big business and made loud noises about what was and was not acceptable tax planning. This budget was a quieter affair for UK plc. But big companies are still the target for tax raising by stealth. And while some of last year's threats have gone, the budget restricts tax planning opportunities and has a go at forcing changes in behaviour. Brown did not say this was a budget for business - and he was right.

First, people should note the retreats. Last year Brown announced two reviews that caused concern in business. Last Tuesday, he failed to admit that neither had come up with workable solutions. But Treasury press releases confirmed that there would be no further progress on a general anti-avoidance rule (GAAR) for direct taxes. The threat is not entirely removed. The Treasury says the GAAR remains an option if future action to close tax loopholes is seen to be ineffective. But this is a giant retreat from Brown's previous position, and one all big-company executives should welcome. A GAAR along the lines previously proposed would have forced every company in Britain to ask for Inland Revenue clearance before doing any deal where tax was an issue. It would have been an administrative nightmare, a block on commercial decision-making and costly. Letting go of this idea must have been tough, but in doing it the government has made a clear step towards fiscal maturity.

Business has also seen the last of the root-and-branch review of the taxation of corporate capital gains. This, too, must have seemed like a good idea at the time, but it has been downgraded to a series of consultations on specific issues. The way corporate capital gains are taxed may not be logical. But it seems that with corporate tax self-assessment in its first year, and all the complexities that getting rid of advance corporation tax is producing, the last thing needed was to disturb yet another piece of the tax system.

One big gain for UK plc is the all-worker share scheme. This enables workers to spend up to #1,500 on "partnership shares". The employer can match these with up to #3,000 of free shares on a two-for-one basis. The employer can also give staff free shares worth up to #3,000 a year, with a minimum amount distributed to all workers but some scope to recognise performance. The free shares are tax-free as long as they are held in a collective vehicle for three years; reinvested dividends are also tax-free. The employer's costs (the market value of free shares, the administrative costs and the amount of income allocated by staff to buying shares) are tax deductible. Firms that already have executive option and save-as-you-earn schemes will consider how to fit this into their incentive strategy. Those without will clearly be attracted by this scheme. There are admin costs and the tax incentive is not wildly generous, but it is a good addition to the range and flexible. Unquoted companies will have worries, but the scheme is open to consultation.

The other good business measures were all fairly modest, and nearly all aimed at small and medium enterprises. It is not clear why R&D tax credits are deemed to be useless to big inward investors. Indeed this relief should have been extended further, in the hope that multinationals with offshore research facilities could be tempted here. What will help everyone is a sensible reform of the taxation of intellectual property. The Revenue has published a note asking for views on this by June. This area has been in a mess for a long while and there is a chance to reduce compliance burdens.

The list of the not-so-good news is rather longer, unfortunately. All employers will have noted the throwaway reference to aligning National Insurance contributions and tax on benefits-in-kind. Personnel and tax managers should be in a huddle on this one already. Restructuring for senior executives at least is on the way.

British multinationals have to cope with the requirements of the controlled foreign companies (CFC) legislation, which is designed to prevent profits being held offshore to avoid tax. The legislation did not catch British income received by non-British companies in "low tax" countries (since this was presumably taxed in Britain already). The result was that British tax could be used to shelter low-tax income from elsewhere in the group. The budget ends this exemption: the only surprise is that it has taken so long to do it. Another often used device enabled companies to strip value out of subsidiaries prior to sale without triggering the fiendishly complicated rules against value shifting. That loophole too has been closed. And the longest-lived tax-planning device of all - keeping legal documents offshore to avoid stamp duty - has been restricted. So if a company restructures as a result of the CFC changes, it may pay for the privilege.

But the main hits to big business are over Vat. Brown announced legislative and administrative action to impose restrictions on which companies can be part of a group and to "protect" the revenue from perceived risks. Affected companies will face extra administrative burdens and compliance costs in accounting for Vat within a group: there could be big rises in the Vat costs of international transactions; and established structures will have to be examined to ensure they meet Customs' new requirements.

Vat changes hit specific sectors too. There were measures to make it harder for property companies to defer or reduce Vat liabilities, and for non-finance-sector businesses to recover Vat relating to exempt transactions. But the most unwelcome change was to the status of financial-services companies. The result will be that outsourced services such as loan arrangements and cheque and card-payment clearances, will be brought within Vat. This is a bad measure: it is legally doubtful and bound to raise consumer prices.

So what was the chancellor up to? He is taxing transactions. All these tax-raising changes, plus stamp-duty increases, company-car changes and environmental taxes are waiting in the wings: they catch companies if they make the wrong choices. If they do not engage in tax planning, if they run their businesses on what the government thinks is acceptable lines, they will not be caught. There are right and wrong sorts of enterprise, it seems. This was a much more subtle attack on big business than Labour has managed in the past. But it was an attack. So if people are wondering where the money for tax cuts is coming from, they can stop.

Budget at a glance

Enterprise

10% corporation tax rate and 40% capital allowances for small firms R&D tax credit for SMEs enhanced staff share ownership scheme Small Business Service to support small firms discounts on training costs through Individual Learning Accounts

Work

10% tax rate on first #1,500 of taxable income National Insurance reform taking 900,000 out of tax basic-rate tax cut from 23% to 22% in April 2000 minimum income guarantee of #200 a week for working families New Deal or the over-fifties, including #60-a-week wage subsidy

amilies

new children's tax credit, worth #416 a year increase from #20 to #100 in pensioners' winter allowance 3% rise in child benefit in April 2000 #1.1 billion allocated for schools, hospitals and safer communities through capital modernisation fund

Environment

climate change levy on business from April 2001, proceeds being used to cut employers' National Insurance reform of company-car taxation, removing the incentive to drive additional business miles cut to #100 in road tax for small, energy-efficient cars increase in landfill tax
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Lucy was sick on the Commons floor last Thursday morning. I now know why. This week David Blunkett's guide dog was barred from Education Questions, answered before lunch yesterday.

Unkind tongues had suggested it was a speech by David Willetts, Mr Blunkett's Tory shadow, which had caused Lucy to take ill last time. Maybe; but something will have triggered the nausea. Watching MPs and ministers discussing education and employment yesterday, led by a dog-less Secretary of State, we guessed the trigger. It's the appalling jargon.

Three sketchwriters were almost sick. Education has been hijacked by the educationists. Ministers' discourse has left this planet and spins towards a vortex of techno-babble. It started the moment Estelle Morris, a junior minister, rose. She started talking about phonics - and then "synthetic phonics".

The question was about learning to read. Or so I thought. But Ms Morris explained that reading meant "accessing the curriculum" and what was needed was a "value-added baseline assessment". She added: "What we now have under this Government to which we can definitely take credit for." Morris should access a grammar textbook; her phonics had gone awry. Andrew Smith, another minister, told us about " a comprehensive programme-two evaluation " of "core performance indicators". Mostly, Mr Smith was talking about New Deal (the definite article is omitted by the on-message) and New Deal triggers Gateways. Gateways, now "rolled out", are "up-and-running".

"Gateway has been an outstanding success-feature," wittered Smith. MPs should compare areas "where pathfinder areas were up-and-running with areas before New Deal was up-and-running". Backbencher David Lock (Lab, Wyre Forest) agreed (I think). "Gateway phase is absolutely vital to train people into being job-ready". Not every backbencher was enthralled. Syd Rapson (Lab, Portsmouth N) confessed to being "an old sceptic" on "personal job accounts" which Smith said would be "up-and-running" next year (not yet rolled out, you see); but Syd's scepticism still looked up-and-running. I doubt he's job-ready. Margaret Hodge, a minister who wanted "employment-focused action plans", told MPs that a "client-focused service" could "access" an "extensive range" of something or other. Lucy would have been accessing her sickbag.

But back to education, where we were told that "individual learning accounts" would act as "catalysts". This is not even good chemistry, let alone plain English. When Mrs Hodge was asked about play schools we nursed the hope she might talk about toys and crayons. Some hope. "Diversity of provision," she burbled, meant that "choice should not be decided by a producer-led interest." Poor Lucy. This was a world away from "sit!", "heel!" and "good dog!". Another minister commended "nationwide access to interactive learning technology".

Even the normally plainspeaking Mr Blunkett, lacking Lucy's critical reaction, strayed. Talking of "basic skills needs" in individual learning accounts, he thought that "many account-holders will want to access advice and information. " A Liberal Democrat, Phil Willis (Harrogate & Knaresborough) thanked him for "rolling out the issue of tax relief".

But Blunkett retains a sense of humour. When new Labour says (as Smith did yesterday) that a programme has made "an encouraging start" you know it's in deep trouble, but Blunkett wanted to assure MPs that under New Deal the jobless would be learning useful skills. As an example of a frivolous skill he was unwise to choose deep-sea-diving, our sun-tanned Deputy Prime Minister's latest passion. There were Tory whoops.

"Hoist with my own petard!" laughed Blunkett, who then (interestingly) covered his eyes in shame. What he meant, of course, was that he was upwardly driven by his own catalyst, triggering a roll-out of self-focused embarrassment, now up-and-running.
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By John O'Leary, Education editor.

A DOOR-TO-DOOR sales campaign is being planned by government advisers to drag Britain off the bottom of the European literacy league.

Poland and Ireland are the only European countries with a larger proportion of adults with low levels of literacy and numeracy, according to a government-commissioned report published yesterday. Up to seven million people have poor basic skills and an estimated two million cannot read simple words or do easy sums.

The report, which was welcomed by David Blunkett, the Education and Employment Secretary, called for spending on basic skills courses to be trebled over the next six years. An army of salespeople would call at people's homes to persuade them to sign up for innovative new programmes.

Courses will be offered in pubs, sports centres and libraries, as well as schools and colleges, under the plans from the Working Group on Post-School Basic Skills. Sir Claus Moser, chairman of the group, said that football scoreboards could be used for half-time teaching sessions.

Sir Claus, a former Warden of Wadham College, Oxford, who is chairman of the Basic Skills Agency, said he had been shocked by the extent of illiteracy and innumeracy. "The scale of the problem is a shameful reflection, in the view of my committee, on past years and decades of schooling." One in five adults could not use the index of a Yellow Pages directory, according to the report. One in four, given money to buy a simple list of shopping, could not work out how much change to expect.

Sir Claus said that the consequences were "devastating for society, for the economy and above all for the individuals and families concerned. For many it spells a direct path to social exclusion."

Baroness Blackstone, the Education Minister, is to lead a task force charged with halving the number of adults with numeracy and literacy problems by 2010. She promised a national crusade akin to the government drive to raise standards in primary schools. Only 250,000 adults are enrolled on basic skills courses, many of which are taught by ill-trained volunteers, the report said.

Those with low basic skills are five times more likely than other adults to be unemployed. The committee recommended an automatic entitlement to assessment and advice for anyone claiming state benefits. Courses would be free and standards guaranteed by new national tests in literacy and numeracy. The report cites the success of door-to-door campaigns in selling everything from insurance to membership of the Labour Party. It says that the advantages of learning need to be "sold" personally for the campaign to succeed.

The Government has already set a target of doubling the 250,000 adults taking basic skills courses by 2002. Next year a million people will be eligible for #150 grants to set up Individual Learning Accounts.

The Liberal Democrats accused ministers of failing to invest sufficiently in adult literacy courses. Phil Willis, party further and higher education spokesman, said: "The Government has placed far too low a priority on adult education."

The Government's literacy strategy in primary schools is doomed to failure, an expert in the teaching of reading says today. Tom Burkard claims in a pamphlet that literacy hours introduced in primary schools are not based on phonics, as ministers claimed. Only "synthetic phonics", introduced with ministerial support in Scotland, will enable children of all abilities to read by seven, he says.

Leading article, page 25

Education, page 47

LITERACY SKILLS

(Percentage of adults at lowest literacy level)

Poland 44

Ireland 24

Britain 23

United States 22

Swiss German 19

New Zealand 20

Australia 17

Belgium 17

Canada 17

Swiss French 17

Germany 12

The Netherlands 10

Sweden 7

BOTTOM OF THE CLASS NUMERACY SKILLS

(Percentage of adults at lowest numeracy level)

Poland 39

Ireland 25

Britain 23

United States 21

New Zealand 20

Australia 17

Belgium 17

Canada 17

Swiss German 14

Swiss French 13

The Netherlands 10

Germany 7

Sweden 7
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Under Gordon Brown, the Treasury's role is less about running the economy and more about setting the government's agenda. 

A fortnight ago the Treasury published an extraordinary paper. It contained not a word of new policy. Instead it dissected a problem that traditionally has been the terrain of the social security department and explained what the government was already doing about it. 

The subject was poverty - its extent and growth, from a threefold rise in the number of children living in families with less than half average earnings, to the disconnection from work of the over-50s, to the well-charted 20-year rise in income inequality in the UK. The conclusion was straightforward: "Work is the route to opportunity." 

No such document has emerged from the Treasury in living memory. The paper is potently symbolic of the Treasury's changing role under new Labour - and of the view Gordon Brown, the chancellor, holds of his place in the world. 

For the Treasury - traditionally confined to running the economy and acting as the guardian of the public purse - is increasingly driving domestic policy. No longer just the arbiter of tax and spend, it is becoming a central policy department. 

Great swathes of Labour's welfare state reform have originated in the department, rather than at social security or employment. The minimum wage, the working families tax credit, the new deal, childcare polices and much of the planned pension reform are examples. 

The trade and industry department now finds the Treasury's growth unit taking a detailed interest in competition policy and other parts of its activity. 

Across government, from health to agriculture and fisheries, to education and employment, ministers find their programmes not only agreed by the Treasury but monitored by it, through the public service agreements. 

Remarkably, the Treasury now looks less at the inputs to government spending (how much cash goes into programmes), or at the outputs (how many extra teachers or nurses or roads the government is buying), and more at the outcomes of spending - whether school exam results improve, whether fewer people die within 30 days of admission to hospital, or whether transport times improve. The process is still in its early days and the measures are relatively crude but enthusiasm is undimmed. "The place to work these days is not in macro policy but in micro-economics and welfare reform," says one senior Treasury official. 

What has produced this transformation? 

First, the chancellor has been lucky. Cripps, Dalton, Callaghan, Jenkins and Healey would all doubtless have liked a bigger hand in policy formation. But Mr Brown is the first Labour chancellor to have inherited an economy in decent shape. It has given him rare room for manoeuvre. 

Second, he has created more space because he no longer runs the economy - or rather he has put it on autopilot by setting long-term fiscal rules while handing monetary policy to the Bank of England. 

No longer does the chancellor spend his days fretting about interest rates. Instead he can take a highly active, some might say frenetic, interest in micro-economics in its broadest possible sense. 

Third, perhaps less nobly, the chancellor retains the ambition to be prime minister - he wants to demonstrate that much Labour policy, not merely fiscal rectitude, emanates from him. His determination to establish his policymaking credentials runs to a think-tank, the John Smith Institute, which meets in Number 11 - although the tensions it generates are illustrated by the tart observation emanating from Number 10 that the institute has "yet to come up with a single idea that has had an impact on government policy". 

Fourth, and far more nobly, the chancellor cares passionately about these issues - and particularly about welfare reform. 

His speech at the pre-Budget launch of Crosland and New Labour - a book he helped inspire - left no doubt about that. Echoing his contribution to the collection of essays, he set out much of what drives him - a concept of equality that relies not on equality of outcome but on "a more demanding view of equality of opportunity than a one-off equality of opportunity up till age 16". One that provides "a second, third and even fourth chance" - hence the emphasis on "employment opportunity for all" through the new deal, the new in-work benefits, childcare, the fledgling individual learning accounts and much more. 

Where all this leads is intriguing. It must, in the long run, call into question the existence of the social security department, at least in its present form, and possibly of other departments as well. 

There is a question of capacity. The Treasury's middle to upper ranks were spectacularly thinned in the early 1990s. They contain many bright people but their learning curve is steep on the details of policy and there are not many of them. 

The chancellor's distinctly secretive way of working causes its own tensions, too - Downing Street sometimes has to tell Treasury officials, let alone those in other departments, what the chancellor is up to. 

And longer-term conflicts of interest within the Treasury may arise when it is no longer just the guardian of the public purse. Some of its newer internal structures do make allowance for its dual role. But who will guard the guardians when Treasury-inspired policy fails to deliver? 

How well this new activism would survive if the economy took a real tumble is open to question. But there is no doubt that the Treasury's world is a new one. 
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You got to know Tessas, came to love Peps and are just getting to grips with Isas. But you might not have come across Ilas, the only scheme where the government actually doles out cash rather than offering tax relief. 

Although Ilas, or individual learning accounts, came on stream from April 1, few have been opened. And no one has yet pocketed the #150 that is on offer to each account-holder. 

Training and enterprise councils (known as Tecs, of course) are meant to spend #15m on the first 100,000 accounts by next April. In total, the government has budgeted #150m for 1m Ilas over the next few years. 

All you have to do to qualify is deposit #25 of your own money and be prepared to spend it, plus the #150 given by the government, on a course of approved training or instruction. 

Also, the government plans from next year to arrange a 20 per cent discount on most qualifying courses, capped at #500. For IT-related courses (computers and so on) the discount rises to 80 per cent, with no ceiling yet announced. 

So, if you plan to engage in a little vocational learning and would like help from the government, you are unlikely to find a better guaranteed six-fold return on a #25 investment. 

The unanswered question is just which courses will qualify under the Ila scheme. My local Tec says the #175 should be spent on "work-related learning and training, career guidance and, if necessary, childcare that allows you to take part in training and learning". 

That, as another Tec explained, excludes golf lessons but could cover learning to type, speak another language or gain a higher level of skills in literacy, numeracy and communication. "Anything that will help you get ahead at work," it said. 

So, perhaps golf lessons count only if you are in senior management. Otherwise, Tecs offer a variety of schemes around England and Wales, even though the Department of Education and Employment has still to announce its framework for them. 

In north London, your account is held with a credit union established for the purpose. In other places, the account is virtual and, once you have handed over your #25, you are given vouchers or a book of Ila "cheques". 

You give these to approved training providers or local further education colleges to help pay for the course. All areas have targets, ranging from 700 accounts in Oxfordshire to thousands in big cities. 

In Gloucestershire, Ilas are up and running. But they will not start until July in many other parts of the country, such as the south-east. However, you can register now: Tecs know about Ilas even if they are not yet ready to open them. 

To apply, you must be 18 or over, resident in the relevant Tec area, and employed or self-employed. You will not get an Ila if you are on a government training scheme, are not working or are a civil servant. 

To find your local Tec, telephone 0171-735 0010. 
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When it comes to post-compulsory education, New Labour has so far tiptoed politely round the edge of radical change. Ann Hodgson and Ken Spours argue that far tougher policies are needed as we enter the 21st century

In May 1997, following New Labour's landslide victory in the General Election, everyone was fascinated by the new government and how it might change the country after 17 years of Conservative rule. There was a strong feeling of expectation about what the new administration might do, particularly in relation to education, because of its central importance to New Labour's overall mission.

Two years on, people are still fascinated by New Labour, but they do not know quite what to make of it. It is difficult to make overall sense of what the government is doing in relation to education and training because there is no single, obvious paradigm that guides its policies, unlike the Conservative strategy of marketisation.

In our forthcoming book on New Labour's policy on post-compulsory education and training, we suggest that this government's approach is both complex and evolving. Moreover, it is possible to detect a distinction between its agendas for schools and for post-school education and training.

New Labour's approach to compulsory education is dominated by the desire to raise education standards by centralised initiatives and regulatory systems. These include greater central control over school management, curriculum and teaching methods; the use of agencies such as Ofsted to challenge the teaching profession and education research; a focus on literacy and numeracy and an emphasis on traditional methods of assessment and pedagogy. In its pursuit of a state education system that will be trusted by the middle classes, the government is prepared to introduce policies, for example on performance-related pay, which directly confront the education profession.

In contrast, New Labour's approach to post-compulsory education and training is much more cautious, experimental and voluntarist. To date, there has been an emphasis on initiative-led reform rather than whole-system change. Typical examples might be the introduction of a limited number of Individual Learning Accounts and the Investing in Young People Initiative.

In our book we argue that New Labour's more tentative approach to post-compulsory education and training has been strongly influenced by its commitment to dealing with the Conservative legacy of a divided and competitive education and training system, which resulted in clear winners and losers.

We suggest that New Labour's first priority has been to support those who lost out under the Conservatives, rather than to tackle the more difficult problem of making the education system itself more unified, inclusive and collaborative. New Labour thus appears to have a clear policy hierarchy for this Parliament, in two senses.

First, it is evident that policies for schools take priority. The reasons for this are clear. There is a laudable desire to tackle problems of low performance and social exclusion from an early age, but also school education has a much higher political profile.

Second, a policy hierarchy exists within the post-compulsory education and training area itself. The flagship programme here is the New Deal for 18-to 24-year-olds which is designed to tackle long-term unemployment and social exclusion as part of the government's broader emphasis on promoting and widening participation in lifelong learning. While this programme is distinctively New Labour it is, nevertheless, still largely a remedial response to the problems associated with the Conservative era.

Moreover, in areas such as qualifications reform and the involvement of employers in education and training, New Labour's policies demonstrate marked continuity with those of the previous administration.

What emerges is that New Labour feels able to support those who have lost out, but does not, at least in the first instance, feel able to tackle long-standing cultural or systemic barriers.

In this Parliament, for example, it is clear that there will be no radical changes to the 14-19 qualifications system and the domination of GCSEs and A levels. Politically risky reforms in areas such as A levels are being tackled through a mixture of exhortation and incentives from government, with an expectation of voluntary action at the individual school or college level.

This, we speculate, is unlikely to be enough to bring about the real change that is needed. Tackling qualifications reform has been one area which New Labour has found particularly difficult.

In its pre-election document Aiming Higher, New Labour outlined its proposals for the development of a more unified and inclusive 14-19 qualifications system. This has not been followed through.

Instead, New Labour has proposed a series of modest reforms to A levels and GNVQs and will introduce a Key Skills qualification in the year 2000.

These proposals are intended to broaden advanced-level study but fall far short of introducing the baccalaureate-style award hinted at in Aiming Higher.

Moreover, schools and colleges do not have to implement even these modest reforms, and we fear that the study programmes of advanced-level learners are unlikely to change significantly in the near future.

New Labour's voluntarist approach and policy of caution in this area could be seen as largely politically motivated. Ministers do not want to risk alienating middle-class voters by tampering with A levels and appear to have postponed any decisions or debates about a baccalaureate-style award until after the next election.

However, most educationalists and many employers realise that A levels on their own do not constitute a broad advanced-level curriculum, and place our students at a disadvantage in relation to their European peers. What is needed is a clear and long-term strategy for qualifications reform from 14+, and New Labour's cautious approach is currently frustrating debates about what this might be.

In the past month, however, New Labour appears to have embarked on a potentially more radical agenda. Ministers have recently announced their intention to publish a white paper on restructuring the organisation and funding of the whole post-16 education and training system in England. In the longer term, this could lead to the development of a more regionalised, unified and collaborative tertiary system, including, controversially, changes to school sixth forms. It may, therefore, mark the beginning of the type of `strong framework approach' which we argue is required to build an education and training system for the 21st century.

Could this recent announcement be seen as the start of a new, proactive, forward-focused approach for New Labour in which it begins to take control of its own agenda rather than reacting to the policies of the previous government? We suspect that this is not only what many educationalists expected of New Labour, but also what will be required to bring about much-needed change in a second term of office.

New Labour's Educational Agenda: Issues and Policies for Education and Training from 14+, by Ann Hodgson and Ken Spours (publisher Kogan Page) will be launched at London University's Institute of Education on Thursday May 27.
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Advancing your career means not only setting yourself a broad career plan, but finding opportunities to acquire the skills and knowledge to achieve it.

Many people are likely to see their employer offering more learning opportunities over the next 12 months. About 40% of organisations expect to spend more on training and development and only 5% expect to spend less, according to a survey by the Institute of Personnel and Development.

For many young executives, the difficulty is that most companies offer training and development to support organisational needs rather than the career aspirations of their employees. Many people do not consider investing in their development - but if the costs can be awesome, so too can the rewards.

About 11 years ago electronics engineer Stuart Berman took out a #15,000 bank loan to put himself through an intensive one-year MBA course at Cranfield School of Management. Today he is commercial director at Demon Internet.

"The MBA completely changed my life," says Berman. He was not a typical MBA student. At 24 he was the youngest on the course and he was conspicuous by not joining the programme from a management role. A technical expert on local area networks, Berman had become involved in various functional and commercial areas by chance. Keen to forge a new career, he decided an MBA would provide the necessary knowledge and help him assess exactly what kind of career to pursue.

"I thought I would probably go and work in a consultancy somewhere and earn lots of money, but I thought it would be a bit unprofessional to advise people when I hadn't got any real experience."

He opted for general management, eventually joining Demon three years ago. The MBA has been invaluable, he says. "Many people have been impressed by it - possibly over-impressed. It is a significant qualification, but it doesn't enable you to walk on water."

Not all training courses are as expensive as an MBA but few could be described as cheap. Over the past few years there has been a significant change in the way organisations view development. Training courses occupy a less dominant role than previously and development is seen as a much broader activity.

"That trend is coming through strongly," says Andrew Forrest, head of learning and development at The Industrial Society. Forrest is author of Fifty Ways to Personal Development, published by the society ( #12.99). In it, he outlines a wide range of activities that offer learning and development opportunities, many of which cost little or nothing.

These include guided reading, job-swaps, working on a community project or deputising for your manager. Many employers actively encourage staff to undertake such activities in a bid to create a "learning organisation" in which people are constantly improving. Hertfordshire county council has even established a development charter, outlining the responsibility of its employees to manage their own development and establishing their right to broaden their skills through activities such as work experience.

For the seriously ambitious, however, there is really only one option: the MBA. For Alex Grant, now managing director of Roche Diagnostics, the decision to study his at Roffey Park Management Institute in 1992 was strategic to managing his career.

Grant was already a high-flyer, divisional director for part of Boehringer Mannheim, a health diagnostics company. But he noticed that applicants for senior positions increasingly possessed MBAs.

Two years ago Roche set about acquiring Boehringer Mannheim and Grant needed to prove his worth to retain his position.

"Roche asked me to produce a business plan showing how I would integrate the two businesses. I had specialised in mergers and acquisitions on my MBA, so I understood the issues. They were able to see that I was competent, knowledgeable and had a plan that would make the acquisition successful."

POSSIBLE FUNDING SOURCES

Your employer. Persuade your boss that the course you want to attend will reap bottom-line benefits for the organisation.

Scholarships, bursaries and sponsorship. These are rare, but they do exist. For example, the Association of MBAs, in conjunction with educational and career publisher Hobsons, annually awards a #10,000 MBA scholarship. For more information contact Rachel McClure at Hobsons Publishing on 0171-336 6633.

Discounts. It pays to be cheeky so ask the training provider for a discount. Try offering to take up an empty place at short notice.

Individual Learning Accounts. From next year anyone will be able to open an ILA and receive 20% discount on the costs of certain types of training, up to #500 a year.

TECs. An early port of call should be your local Training and Enterprise Council (or Local Enterprise Company in Scotland or the Training and Employment Agency in Northern Ireland).

Europe. Brussels can be a generous source of funding. A first step might be to talk to your local TEC or Chamber of Commerce.

Trade associations. Some industry bodies have training funds.

Loans. Ask your employer or look into Career Development Loans ( #300-#8,000), from Barclays Bank, Clydesdale Bank, The Co-operative Bank and The Royal Bank of Scotland. The government pays the interest while you are studying and for a short time afterwards.

(c) Times Newspapers Ltd, 1999.
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1. Increase proportion of GDP spent on education - Kept.

2. Cutting class sizes to under 30 for all five to seven-year-olds - On course.

3. Guaranteed nursery education for all 4-year-olds - Met.

4. Piloting early learning centres - Done.

5. Link all schools to the information superhighway - On course.

6. Introduce homework clubs with football clubs - Done.

7. Create a national grid for learning - Done.

8. Fresh starts for failing schools - Done.

9. Pilot literacy summer schools - Done.

10. Every child to leave school with a reading age of 11+ - On course.

11. Introduce education action zones - Done.

12. More parent governors - Done.

13. Independent committee on technology in schools - Done.

14. Improve schools buildings - Kept.

15. National homework guidelines - Done.

16. Pilot new pupil referral units - Kept though modified.

17. Right of appeal to independent panel on admissions - Done.

18. Improve teacher training - On course.

19. New advanced skills teachers - Done.

20. Speedy but fair removal procedures for teachers - On course.

21. Mandatory qualifications for head teachers - On course.

22. Efficient and fair student maintenance grant scheme - Done.

23. Create university for industry - On course.

24. Broaden A-levels/upgrade vocational courses - On course.

25. Use #150m to set up individual learning accounts - On course.

26. No increase in basic and top rates of income tax - Kept.

27. 10p starting rate for income tax - Done.

28. Cut VAT on fuel to 5%;No extension to books etc - Done.

29. 2.5% or below inflation target - On course.

30. Reform the Bank of England - Done.

31. Enforce golden rule (budget surplus) in public finance - Kept.

32. Conduct a comprehensive spending review - Done.

33. Introduce individual savings accounts - Done.

34. Budget within two months of election - Done.

35. Reform competition laws - Done.

36. Promote competition in the utilities On course.

37. Reinvigorate the PFI - On course.

38. Greater commercial freedom for the Post Office - On course.

39. Introduce right to interest on all late payments - Done.

40. Create regional development agencies - Done.

41. Promote energy conservation - On course.

42. Keep key elements of trades unions reforms - Kept.

43. Freedom over membership of trades unions - Kept.

44. Union recognition where majority vote for it - On course.

45. Sign social charter; promote competitiveness in Europe - Done.

46. Introduce a national minimum wage - Done.

47. Get 250,000 long-term unemployed young people back to work - On course.

48. Tackle long-term unemployment - On course.

49. Any under 18 in work to have right to study. Youth training to be replaced by Target 2000 - On course.

50.Help single parents back to work - Kept.

51. Employment zones - Done.

52. Crack down on benefit fraud - On course.

53. Cut NHS waiting lists by 100,000 - On course.

54. GP commissioning - Done.

55. Introduce three to five year agreements between healthcare teams and hospitals - On course.

56. Hospital boards to better represent local communities - Done.

57. Cut spending on administration and increase patient care - Done.

58. Raise NHS spending in real terms - Done.

59. End waiting for cancer surgery - On course.

60. End the NHS internal market - Done.

61. Introduce a new patients' charter - On course.

62. Work towards eliminating mixed-sex wards - On course.

63. Overcome NHS PFI problems - Done.

64. Create a new minister for public health - Done.

65. Create food standards agency - On course.

66. Ban tobacco advertising - On course.

67. Decentralise crown prosecution service - Done.

68. Halve time from arrest to sentencing for young offenders - On course.

69. Youth offender teams in every area - On course.

70. Streamline youth courts - On course.

71. Audit prison service resources - Done.

72. Implement an effective sentencing policy - On course.

73. Introduce child protection orders - Done.

74. Free vote on handguns - Done.

75. Introduce parental responsibility orders - Done.

76. Introduce community safety orders - Done.

77. Make racial harassment and racially motivated violence criminal - Done.

78. Appoint anti-drugs supremo - Done.

79. Keep victims of crime fully informed about cases - On course.

80. Greater protection for rape victims in court; tackle intimidation - On course.

81. Local authorities to develop crime prevention partnerships - Done.

82. Pilot the use of compulsory drug testing for offenders - Done.

83. National childcare strategy - On course.

84. A 48 hour week, holiday rights and parental leave - On course.

85. Retain universal child benefit - Done.

86. Encourage flexible mortgages - On course.

87. Stronger protection for home buyers - On course.

88. Consult on ways to tackle gazumping - On course.

89. Protection of tenants in housing in multiple occupancy - On course.

90. Simplify leasehold enfranchisement - On course.

91. Introduce commonhold - Not time-tabled.

92. Duty on local councils to protect homeless - On course.

93. Capital receipts release for councils - On course.

94. Protect the basic state pension - Done.

95. Help for the poorest pensioners - Done.

96. Retain the state-earnings related pension scheme - Kept.

97. Produce framework of stakeholder pensions - On course.

98. Create citizenship pension for carers - On course.

99. Pension-splitting on divorce - On course.

100. Royal commission on long-term care - Done.

101. Introduce long-term care charter - On course.

102. Independent inspection of nursing homes and domestic care - On course.

103. Review of the central areas of insecurity for elderly people - On course.

104. Ensure all departments implement sustainable development - On course.

105. Develop integrated transport policy - Done.

106. Better rail regulation - On course.

107. New PPP for London Underground - On course.

108. Proper regulation of buses - On course.

109. Make cycling and walking safer, especially around schools - On course.

110. Strategic review of the roads pro gramme - Done.

111. Use of public/private partnerships on roads programme - Met.

112. Develop economic potential of shipping and ports - On course.

113. Moratorium on forestry commission sales - Kept.

114. Provide greater access to countryside - On course.

115. Greater protection for wildlife - On course.

116. Free vote on fox-hunting - Kept.

117. Quality assurance scheme for hotels and accommodation - On course.

118. End forced playing field sales - Done.

119. Back 2000 World Cup bid - On course.

120. Set up national endowment for science, technology and the arts - Done.

121. Efficient not-for-profit operator of the national lottery - On course.

122. Divert #1bn to health education and environment - Done.

123. Improve distribution of lottery funds - Done.

124. Develop national citizens service programme - On course.

125. End voting rights for hereditary peers - On course.

126. Modernise the House of Commons - On course.

127. Improve parliamentary scrutiny of EU legislation - Kept.

128. Implement Nolan - Done.

129. Ban foreign funding of political parties - On course.

130. Referendum on voting systems - On course.

131. Introduce freedom of information act - On course.

132. Simplify government - On course.

133. Establish an independent statistical service - On course.

134. Create Scottish parliament - Done.

135. Create Welsh assembly - Done.

136. Increase accountability and encourage democratic innovations in local government - On course.

137. Join local government in attack on causes of urban decline - On course.

138. Strategic authority and mayor for London - On course.

139. Create regional chambers - On course.

140. Legislate on referenda on directly elected regional government - Not time-tabled.

141. Duty on councils to promote economic/social well-being - On course.

142. Fair grant system for local authorities - Done.

143. Require councils to obtain best value - On course.

144. Abolish crude capping of councils - On course.

145. Introduce annual local elections - On course.

146. Incorporate European convention on human rights into UK law - Done.

147. Comprehensive civil rights for disabled people - On course.

148. Review civil justice and legal aid - Done.

149. Remove the primary purpose rule in immigration - Done.

150. Streamline the system of visa appeals - On course.

151. Ensure swift and fair asylum decisions - On course.

152. Control unscrupulous immigration advisors - On course.

153. Crackdown on fraud in birth certificates - On course.

154. Carry forward NI peace process - Kept.

155. Completion of single market - On course.

156. Support EU enlargement - Done.

157. CAP reform - On course.

158. Fair deal for fishing in EU - On course.

159. Greater openness in EU - Done.

160. Proportional representation for European parliament elections - Kept.

161. Retain national veto - Kept.

162. Hold referendum on any EMU decision - Kept.

163. Retain Trident - Kept.

164. Maintain strong defence through NATO - Kept.

165. Conduct strategic defence review - Done.

166. Create defence diversification agency - Done.

167. Press for multilateral disarmament - On course.

168. Work for ban on anti-personnel land mines - Done.

169. Support test ban treaty - Done.

170. Support Eu code on arms sales - Kept.

171. Work to reform the UN - On course.

172. Leadership in the Commonwealth - Kept.

173. Promote human rights and democracy abroad - Kept.

174. Shift aid resources to the poorest - Done.

175. Work to integrate EU policies affecting third world - On course.

176. Lead fight on global warming - Kept.

177. Strengthen EU cooperation on the environment - Kept.
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MINISTERS are proposing a radical plan designed to give all young people a better start by providing them with a cash handout of up to #10,000 when they reach the age of 18.

David Blunkett, the education and employment secretary, wants to give all under-18s a savings account into which the government would pay hundreds of pounds each year. The money could be used to put down a deposit on a house or finance further education and training.

Blunkett is concerned at the emergence of an "underclass" of youngsters, who stand to inherit no property from their families, and hopes that money in the new "18th birthday accounts" will give them a start in life.

To ensure middle-class support, Blunkett proposes giving everybody under 18 an account, although the highest government payments will go into those held by the children of poorer families.

For those from the lowest income groups, the government's 18th birthday present could amount to as much as #10,000, but even the children of well-off parents are likely to receive in excess of #1,000.

Ministers realise that they risk being accused of social engineering, because the policy's multi-billion-pound cost means there will be less money for tax cuts. Unlike tax cuts, there will be strings to the new accounts: 18-year-olds or their parents will have to put some of their own money into the funds and cash will be released only for state-approved purposes such as house purchase or education.

The amount demanded in order to release the government gift could be 10% or 20% of the total, which could be paid in instalments. Blunkett hopes the requirement for a payment into the account will encourage saving. He is to discuss the proposal with Gordon Brown.

The chancellor is known to share Blunkett's concern about the underclass and gave his backing to the idea which provided the inspiration for the 18th birthday accounts - the individual learning accounts unveiled soon after the government took office. These accounts make #150 available to 1m jobseekers who want to go on courses to improve their skills, provided they put in #25.

"In the future, there will be an increasing gap between those who have families with some form of inheritance and those that do not," Blunkett said yesterday.

"How do we redress this without resorting to traditional old Labour methods? We can do it through developing the kind of idea that lies behind the individual learning accounts. We would put money into the new type of account from birth and the family would also have to contribute something."

He anticipated 18-year-olds eventually being given a "substantial" state gift totalling thousands of pounds. There are just over 10m under-18s and it would cost #2billion a year - equivalent to a penny off income tax - to give them an average #200 a year each. With interest, this would yield about #7,500 in 18 years.

The proposal has echoes of one outlined by Peter Mandelson, former trade secretary, in his 1996 book The Blair Revolution. He proposed gifts of about #5,000 to poor married couples, to help them buy a home and get their marriages off to a good start.

Brown has built up an election war chest of #10billion, and is widely expected to embark on a tax-cutting and spending spree over the next few years.

Blair is looking for novel ways to use the money, and speaks in an interview in today's Observer of the "need to find a new national moral purpose for the new generation".

He also hinted at tax cuts, saying he understood the frustration of increasing number who find themselves on the 40% higher rate of income tax, and describing lower earners as "people who need to keep more of their own money".

oA think tank supported by Tony Blair and Robin Cook will urge the European Union this week to abandon federalism and attempts to harmonise social and employment policy in order to stem the tide of Euroscepticism.

The report by new Labour's Foreign Policy Centre (FPC) calls for a radical shake-up of the way the EU operates, including a streamlined commission, regular citizens' referendums on policy initiatives and an end to Maastricht style intergovernmental conferences on reforming Europe.

A European people's panel, it says, should report on public priorities before each summit of European leaders and governments should set out a five-year action plan to ensure they retain control of the EU agenda. A successful EU, it says, should follow the model of a business organisation such as Visa, the credit-card network.

The centrepiece of the plan, called Network Europe, is the idea of regular referendums, initiated by voters, to veto unpopular EU plans or to initiate new ones.

Editorial, page 16 Continued on page 2
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Amid the general rise in prosperity in Britain, it is occasionally hard not to be gloomy about the state of society. A 12-year-old girl, whose own mother is 26, has given birth to a baby. Another 12-year-old is pregnant and determined to keep her baby, as the father-to-be, a mere 14, boasts of his 10 conquests in a sex life dating back to the age of nine. He was often drunk, he says, and blames sex education at school for encouraging him. These are not isolated examples. Every year about 90,000 teenagers become pregnant, most of them unmarried, with 8,000 under the age of 16. In 1997, 2,200 girls aged 14 or under gave birth. In the rest of Europe, rising economic prosperity and greater taboos against teenage mothers have produced a significant drop in the numbers.

In Britain there has been no such fall, putting us in the unenviable position of being the leading European nation in producing so-called "gymslip" mums.

The sad fact is that a loss of parental authority, greater acceptance of young mothers and financial rewards in the short term have led to the steady rise.

Young girls, bored and dragged down by the poverty of their own ambition, are all too willing to indulge feckless young men. A baby is their route to more generous benefits, a council flat and, as one girl put it, "to having someone to love". In fact, it means a dead-end existence and the perpetuation of the underclass. As Tony Blair said: "Teenage mothers are less likely to finish their education, less likely to find a good job, and more likely to end up as single parents and bringing up their children in poverty. The children themselves run a much greater risk of poor health, and have a much higher chance of becoming teenage mothers themselves. Our failure to tackle this problem has cost the teenagers, their children and the country dear."

The problem of teenage pregnancies reflects a cocktail of changing sexual morals, a perceived lack of opportunity and a willingness among some to free ride on the back of the state in a way that would once have attracted widespread censure. Britain is becoming an increasingly rich country - personal wealth is 50% up in real terms on the level of the late 1980s. The challenge, as it was when The Sunday Times first raised the issue nearly 10 years ago, is to ensure that this does not go hand in hand with a growing underclass, alienated from the rest of society.

Despite all this, there are grounds for optimism. At least the rate of pregnancies among the under-16s is no higher than it was 25 years ago. The government, having set a target of halving the number of teenage pregnancies by 2010, is tackling the issue with national and local initiatives designed to improve sex education and to offer young girls an alternative, in jobs or training, to motherhood. More important than these are the government's broader measures. Politicians struggle to change the moral climate, but they can change the economic climate. Under the Tories, this happened for most sections of the population but not for the very poor. That is now the challenge for Labour.

This week Gordon Brown will launch his working families tax credit, a top-up designed to steer people into even very low-paid jobs, in the correct belief that once in the labour market they have a better chance of advancing in it.

The New Deal, despite criticisms, has offered the young unemployed, together with some of the older jobless and single mothers, an opportunity to see another life, not just the one visible from the other side of a social security window. It combines the carrot of opportunity with the stick of threatened loss of benefit. David Blunkett, the education and employment secretary, is, as we report today, championing a scheme - built on the existing individual learning accounts - which would give young people a powerful incentive to continue with training and education and even access to money to take their first step on the housing ladder.

Nobody pretends that any of these initiatives will eradicate the underclass.

But in America, where the problems appeared more intractable, the underclass is shrinking and teenage pregnancies are falling thanks to a strong economy, better education and welfare reforms. We need to learn from their lessons and apply them with rigour if we are to prevent yet another generation entering a cycle of wasted lives.

(c) Times Newspapers Ltd, 1999.
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Peter Kingston asks whether colleges can succeed in recruiting the extra students the government wants this year

Chefs and table staff in Britain's booming ethnic restaurant trade will soon be able to gain formal qualifications at a dedicated training school.

Following an offer of financial support from the Department for Education and Employment, the Asian and Oriental School for Catering (AOSC) will open in North London next February, offering NVQs to existing and potential restaurant staff.

The scheme has been developed by a triumvirate of renowned restaurateurs - Cyrus Todiwala, proprietor and head chef of Cafe Spice Namaste and a member of the National Advisory Council for Education and Training Targets; Atique Choudhury, who owns the award-winning Yum Yum Thai Restaurant in Stoke Newington and chaired the Hotel and Catering Training Foundation responsible for creating NVQs specifically tailored for Asian restaurant staff; and Holland Kwok, director of Ming-Ai, a Chinese charity which offers immigrants training and basic language classes, and owner of the Good Earth Restaurant Group.

The three men met while participating on a committee entitled `breaking the logjam' formed by the Hospitality Training Foundation to discuss training needs in ethnic minority restaurants.

Although delighted that a government agency had recognised the key problem of staff shortages and quality in Britain's estimated 20,000 ethnic catering business, they felt it `offered no solutions'. ` `Breaking the logjam' was getting nowhere, so we really had to do something for our industry to prosper,' Mr Todiwala said.

They decided to open a training college. `The structure of NVQs and so on are so complicated that employers were not motivated to tackle training. We decided to set the example. Employers are confident in us because we are employer led,' Mr Todiwala added.

The school will have a fully functioning kitchen and restaurant. Key trainers will shadow up to 300 trainees. Students will therefore be offered industry standard work experience while generating revenue for the college: any profit made will be reinvested in training initiatives.

Malaysian, Thai, Chinese and Indian food will be on the menu and chefs will be encouraged to expand their repertoire.

The main focus of the school will be to raise the standard of existing staff. However, Mr Todiwala also emphasised that the initiative would help young unemployed Asians spice up their CVs. Although some will have extensive experience working in family restaurants, few would have had any formal training or qualifications.

Moreover, Damien Nolan, a director of the school, said: `It is a myth that children automatically work in the family business. Many businesses are simply crying out for qualified staff and are looking to employ people from all backgrounds.'

The school will cater for potential staff irrespective of ethnic origin. `Owners recognise that it is better to have someone who is motivated, interested, polite to customers, able to prepare a high quality dish in the kitchen, than to insist on another Indian or Chinese member of staff,' Mr Nolan added.

The school is still in the early planning stages, but has received support from all levels of government. As Mr Todiwala says: `I know Mr Blunkett is committed to lifelong learning and we are gearing ourselves towards individual learning accounts and so on.' They have already attracted funding `in the six figure region' from government.

As well as taking on the young unemployed under schemes like the New Deal, the school will sell block placements to private businesses. In the longer term it is also hoped that degree modules will also be taught in the kitchens and evening classes will be made available for recreational cooks.

In the meantime the directors are negotiating with local councils in north east London to attract further funding and guarantee premises accessible to students, who are expected to travel from across the country.

Tower Hamlets is just one of the councils presently in negotiations. Home to Brick Lane, which has over 100 Asian restaurants within walking distance, the borough has an unemployment rate of 13.6% compared to the 6.5% average for Greater London, according to 1998 figures. Over a quarter of the population is Bangladeshi.

Atique Choudhury said: `If you consider the contribution the Bangladeshi community of Tower Hamlets is making to the local and national economy, something should go back to it.'

The first indicators are emerging of whether the government will hit its key education goal of persuading an extra 50,000 teenagers to stay in full-time education after 16.

Within the further education sector the mood swings from cautious hopefulness to ringing confidence that this expansion is attainable in the next three years.

The Association of Colleges reports anxieties among some institutions that government has underestimated the resources needed for its widening participation programme, which aims to recruit an extra 700,000 students in all.

The new system of providing financial support to encourage youngsters from less affluent backgrounds to stay in college will be a real boon in some areas, particularly the 15 which are piloting the educational maintenance allowances of up to #40 a week for students. But, in other areas principals report that needy students will this year be financially harder pressed than before.

For instance, last year students at Burnley college who qualified for assistance through a means test, received discretionary awards of #430 from Lancashire county council, says the principal, John Smith.

These education authority discretionary awards have now been scrapped. Colleges get access funds instead from government. But, says Smith, if he shared out this new money among the students who satisfied the means test for last year's awards, each would get only #130.

Meanwhile Lancashire county council is using a new grant from government to offer 16-year-olds in school sixth forms means-tested grants of #430, says Smith.

`The government is not going to achieve its target if we are not able to provide adequate levels of financial support to the poorer sections of the community.'

By contrast Geoff Hall, director of funding and strategy at the Further Education Funding Council, is in buoyant mood: `I'm not just confident that all targets will be met, I expect many colleges to be asking for support to enrol even more students.'

In this first of the three years, the funding council is expecting the 420 colleges to recruit roughly 20,000 extra 16-to 19-year-olds onto full time courses and has found a `third way' solution to achieve this, he says.

`We've gone from a system where complete market forces prevailed to a semi-planned system.'

The council offered every college more units of funding for this academic year, but any institution had the option of declining the extra units if it felt it could not sign up additional students; or bidding for more funding than it was offered if it was confident of netting even more students.

In tune with the government's wish for cooperation between colleges, Hall says the funding council will be tweaking funding levels to dis courage colleges from poaching students from other institutions' catchment areas.

These are colleges' busiest weeks for signing up youngsters in the 16 to 19 bracket. A mini poll of principals randomly selected found a mixed response. Some pleaded `early days', leaving the suspicion that recruitment was a little sluggish. Several reckoned that 16-year-olds were shopping around and looking carefully at all local education providers. Others sounded cautiously optimistic about enrolment for A level, GNVQ and BTec National courses.

Some reported numbers significantly up for some courses. At Burnley college, 51 youngsters had signed up for advanced GNVQ in information technology compared with 35 last year.
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Carey Oppenheim outlines plans to build on the foundations of New Labour's programme

The prime minister has set the government the bold task of making the welfare state popular again. At the mid-point in its term of office, how much re-building of `welfare' has been achieved so far and what are the future challenges?

The foundation stones are laid. The government is committed to a work-based social policy, illustrated by the New Deal, minimum wage and a range of tax credits to support employment. Investment in children has featured high on the agenda with improvements in benefits/tax credits across the board and the introduction of parental leave. Pensioners have also had modest increases in their benefits through an allowance for fuel costs and other measures. Partnership with the private sector is strongly signalled in the new stakeholder pensions.

It is an ambitious and radical agenda predominantly driven by the treasury, which sees work as a route out of poverty; a role for redistribution via tax credits and a stronger emphasis on the responsibilities of claimants through tougher sanctions and firmer action on fraud as part of the task of re-legitimising welfare. There have been some rocky moments. The cuts in lone parent benefits (in part restored through rises in child benefit and income support) and changes in disability payments met with fierce resistance. Each throws up thorny questions for future reform - the living standards and opportunities for people who are not in paid work and the future of national insurance benefits.

What is the difficult territory ahead? In the short term the government has to grapple with the future of housing benefit and long term care. But more fundamentally it has to wrestle with some larger questions.

The first of these falls under the banner of the quality of paid work. Progressive macro-economic policy has pushed unemployment below 6% and offers the possibility of fuller employment pulling many of the disadvantaged into work. But what are their prospects once in work? The evidence suggests that the chance of falling back into unemployment for the low paid is high, bringing with it insecurity and diminished opportunities.

The government has rightly prioritised getting people into jobs; it should now be focusing on what happens once people are in a job. Strategies should include training for the low paid and low skilled, developing the role of mentors to help people hold on to their jobs and identifying the triggers that allow movement into better quality jobs. The goal should be for people to leave jobs with more skills than they started with.

The second issue is about participation. Despite higher employment, what is the overall approach to groups outside the labour market? This is much more than a debate about benefit rises (although it is also about that), it is about a rounded package which supports transitions in people's lives. The Social Exclusion Unit's report on young people who are not in training, work or education provides a useful approach which could be applied more widely. It combines a targeted youth allowance, a youth card to provide cheaper access to some services, a clear goal for young people in the form of `graduation', which denotes a particular level of qualification and personal guidance.

There is no reason why we couldn't develop similar packages for older people moving from full-time paid work to semi-retirement or lone parents changing from full-time care to employment. Underpinning this approach is a broader notion of participation. We need to find ways for `welfare' to support valued activities such as caring, volunteering and education alongside paid work, if we are to foster social as well as human capital.

The third task is to reshape the contributory principle. The government doesn't know what to do about national insurance. A bold strategy would disentangle what we mean by a contributory principle from the national insurance system itself. This is not to argue for a means-tested social security but to rethink what contributions and entitlements could look like in the future. Indeed, we should not search for one contributory principle - as Beveridge did - but a number of ways of embodying the contract between citizen and state.

One contender is to apply the model of individual learning accounts to a broader range of new needs - such as long-term care, parental leave and so on. Individual learning accounts provide #150 from the government to match an individual contribution of #25 to pay for training and education. The attraction of this approach is that it provides individual ownership which may increase the incentive for people to contribute to their own funds, it allows greater flexibility and choice over the lifecycle; it provides assets for those with little money and importantly embodies an active partnership between government and citizen. Such accounts can be more or less redistributive by skewing the government subsidy to those on lower incomes.

Despite the controversy that has beset some government measures, many of the building blocks of a `new' welfare state are in place. But for the welfare state to achieve enduring popularity it will need to be more imaginative in its response to those outside the workforce; to support a mix of employment and other activities at particular points in our lives and to re-fashion contributory principles for modern times. Carey Oppenheim is research director at the Institute for Public Policy Research, on secondment from South Bank University.
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THE PROBLEMS of education lie at the very heart of the problems of British society. If Labour tackles those problems with any degree of success, then that alone will guarantee this Government an honoured place in the history books.

David Blunkett, the Education Secretary, was right yesterday to emphasise the key challenge of keeping children at school. Better education helps to ensure better jobs for the recipients of that education; it acts as the glue, too, of a stable society.

Admittedly, some of his suggestions for dealing with truancy levels make little sense. Tougher fines for parents of truanting children are a distraction from the real issue. If the parents do not react to the threat of a #1,000 fine, they will not jump to attention in response to the threat of a heavier one. Truancy goes hand in hand with poverty and social exclusion. To imagine that arresting parents will help to solve the problem is to indulge in self-deception on a grand scale. Tolerated truancy is depressing; but attempting to fight it with a legal battering-ram leads into a social and political cul-de-sac.

Children who refuse to be educated often pose a much greater problem than the parents can handle. In that sense, providing help for beleaguered parents is more important than deploying additional legal weapons against them.

Thankfully, Mr Blunkett is also deploying less crazy notions. Above all, his emphasis on the poverty of expectation and aspiration is important. The statistics show that the knock-on benefits of a good education cannot be overestimated - not just for the individual, or for the exam statistics, but for society itself. The current figures speak for themselves. Among children whose parents have degrees, two-thirds go on to attend university; among the children of unskilled workers, the figure is just one in 25. That gap in opportunities is crying out to be closed.

In order to help close the gap, an attack on socially destructive absence from school is to be welcomed, however absurd the talk of heavy fines may be. Thus the idea of a mentor - a cross between a guardian and a guard - for children who are liable to play truant is certainly worthwhile. The discount smart cards for teenagers who stay in education after the age of 16 may be dismissed as gimmickry, but at least they emphasise the idea of providing incentive. The individual learning accounts - persuading children to stay at school by offering them money in the bank - are likely to be fraught with practical difficulty. But they, too, suggest that the importance of education for all - instead of an upstairs-and-downstairs mentality - is publicly recognised.

The drift is clear. A mixture of carrot and stick can help to keep more children in education. As Mr Blunkett made clear, improvements are not just a question of hard cash. Under previous administrations, Tory and Labour alike, it was assumed that the big problems could never be solved. The Conservatives pretended the problems did not exist, or sought to shovel off the blame on to others; Labour hoped that more money would solve all the problems of the world.

That has now changed. There is a new confidence that may prove to be infectious. If even partial improvement in our schools can be achieved, the benefits for the economy and for society as a whole will be enormous.

Labour Party Conference - Pow! Super Dobbo Land demo tramples over Duke DNA Testem.
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The Sketch

SO FAR the Labour conference has been about as combustible as a rain-soaked doormat - in public at least. True, there was a brief wisp of smoke on Monday evening as one delegate stubbornly refused to accept a ruling by the session chairman, but, after a night of fraternal re-education, she appeared early next day to explain that the whole thing had been a regrettable mistake. Yesterday there was another flurry of sparks, as the podium was stormed by a disgruntled delegate shortly before the beginning of the Health Debate. It was a slow motion storm, to be honest, since the man in question carried a cane and had some difficulty mounting the steps. An incomprehensible storm too, since fury and a broad Scottish accent combined to make his contribution sound as if it was being delivered in Serbo-Croat. But this is not a party that has got where it is today by taking any chances - who knew what fires might be started by this brief short circuit?

With so much electronic equipment in the hall they couldn't risk using a water based extinguisher. What they needed was a thick blanket of inert gas and Alan Milburn supplied it, steadily driving the oxygen from the hall with a speech of pure New Labour pieties. As he talked of the "knowledge-based economy", "individual learning accounts" and the "wired up future", the slim danger of conflagration retreated completely. Delegates could rarely raise their heads, never mind a principled objection.

They were revived again by Chris Van Der Kuyl, an engaging young computer games entrepreneur who hymned the possibilities of the new electronic marketplace and showed us a preview of his next big release - a virtual hero called Earthworm Jim, who was for some reason shown surfing on a bloated pink pig. Jim, completely with quiff and toothy smile, bore a slightly unnerving resemblance to Mr Blair, and it made me wonder whether computer programmers had not overlooked the rich potential of the New Labour franchise when it came to games spin-offs.

Frank Dobson, next up for the Health Debate, offers obvious possibilities, his compact frame easy to pixellate and his natural cartoonish pugnacity making for enjoyable gameplay. In Super Dobbo Land, players would attempt to defeat the evil Booper, knocking out its high street headquarters and replacing them with NHS walk-in clinics. The demo delegates were treated to certainly looked good - Super Dobbo bouncing along with jaunty animation. He jumped on enemies here, leapt over hazards there, all the time advancing to the next level - the building of 17 new hospitals and the restoration of NHS dentistry. The consumers loved him.

The Home Office game will probably need a bit more work before a truly commercial product emerges, judging from Jack Straw's speech in the afternoon. True, the basic framework for a law and order beat-'em-up is already in place - with players controlling an apparently mild mannered lawyer, self deprecating and spectacled who then turns out to be a crime-fighting superhero - Duke DNA Testem. The sense of humour went down well too, particularly the joke about government scientists working to develop a genetically modified carrot which looks exactly like a stick. But there are still bugs that need ironing out.

The audience seemed happy when Duke itemised his new weapon - more closed circuit cameras, thousands of new police officers, DNA database, free window locks for OAPs ("Take that, Burglarman!"). They were less sure about the decision to make drugs one of the major villains. At the end the response was polite but the standing ovation distinctly sluggish. Like any good game character Super Dobbo won the affection of the consumers. Duke needs some re-drawing before he will do the same.
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The government should provide free, publicly funded education up to the equivalent of A-level for everyone under 25, the British Chambers of Commerce has told the Treasury in an unpublished submission ahead of the pre-Budget report. 

The submission says that widespread education to level 3 - A-levels or the national vocational qualification equivalent - is essential to maintain UK competitiveness because of the increasing importance of knowledge-based businesses. 

"We estimate that this measure would cost #300m, but would more than pay for itself through increased competitiveness and employability," the BCC says. 

"Trying to remedy a lack of these foundation skills later in life is ultimately a lot more costly for employers, individuals and government." 

The BCC submission also warns that the Budget announcement last year of changes in the tax treatment of vocational education may not work because of profiteering by training providers. 

Gordon Brown, the chancellor, announced the abolition of vocational training tax relief in 2000-01, to be replaced by Individual Learning Accounts providing a 20 per cent discount on eligible training costs of up to #500 a year. 

However, the BCC warns that discounts are likely to be absorbed by training providers, who it says will probably raise their prices and distort the market. The submission says the Treasury should retain the tax relief system. 

Copyright Financial Times Limited 1999. All Rights Reserved.  
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Chancellor sets out his plan to press on with reforms towards 'a Britain of stability and steady growth'

The following is an abbreviated text of the Pre-Budget Report delivered in the Commons yesterday by Gordon Brown, the Chancellor of the Exchequer:

Madam Speaker:

The challenge a year ago amid global turbulence and predictions of recession was to steer a course of stability.

Now with this year's Pre-Budget Report, the challenge is to lock in that stability and - by pressing ahead with our economic reforms - to set the course for a Britain of stability and steady growth.

Britain can now aspire to a new economic ambition for the next decade: a faster rise in productivity than our main competitors', as we close the productivity gap. Making the most of our economic potential depends upon employing all the talents of all the people. So the Government's second ambition for the next decade is that all people gain the highest qualifications they can, with a majority of our school-leavers going on to degrees.

And, having modernised with the New Deal and our reforms to make work pay, Britain can now reach for a third ambition in the next decade: a higher percentage of people in work than ever before.

Because a fair society and the strongest possible economy depend upon leaving no one behind, Britain must build on the reforms taking nearly one million children out of poverty and give every child the best possible start.

So our fourth ambition is, by the end of the next decade, child poverty reduced by half - on our way to ending child poverty within 20 years.

STABILITY

The foundation, our first priority, yesterday, today and tomorrow, is to lock in fiscal and monetary stability.

Over the last year, inflation has remained around or at our target. And today underlying inflation is at 2.1 per cent. Expectations of inflation ten years on were 4.3 per cent when we came to power. They are now at 2.5 per cent.

Having come this far we will not relax our discipline.

Our Pre-Budget Report is based on meeting the inflation target of 2.5 per cent, not just this year but next year and the year after that.

I come now to the economic forecasts.

Last November I said that I expected growth in 1999 to be 1 to 1.5 per cent, a forecast I reaffirmed in the Budget I presented last March.

The whole House will be pleased to know that, as the Government forecast, the economy has continued to grow. The Treasury forecast is that growth this year will be 1.75per cent. I can also report that the Treasury forecast for next year is that the economy will grow by 2.5 to 3 per cent, and in 2001 and 2002 it will grow by 2.25 to 2.75 per cent, at all times consistent with meeting the inflation target.

Our first fiscal rule - the golden rule - is that over the cycle there is a current surplus. At this stage in the financial year I can provide an interim update on the Budget figures. The Treasury forecast for this financial year, 1999-2000, is that the current Budget will be in surplus by #9.5 billion. In subsequent years, the surplus is forecast to be plus 11, 13, 13, 12 and 11.

I can therefore report that based on prudent and cautious assumptions audited by the National Audit Office we are on course to balance the current Budget over the cycle.

Our second fiscal rule - the sustainable investment rule - is that debt is set at a sustainable and prudent level. Under the last Government national debt doubled from #166 billion to #348 billion.

In the last three years, debt's share of national income has fallen from 44 per cent to 42per cent to an estimated 38.2 per cent at the end of this financial year, and to 37 per cent next year. Over the cycle we will keep debt below 40 per cent of national income. As a result of falling levels of debt and lower long-term interest rates, interest payments are down each year by over #4billion. Money available for public services.

For all those who have an interest in EMU, I can report that this year and in future years Britain will be well within the Maastricht criteria.

Having inherited a deficit of #28 billion, I can now report that in the year ending March 1999 we repaid debt by a total of #2.5 billion. This year we expect to repay debt by a total of #3.5 billion.

Consistent with our fiscal rules that we balance the current Budget and borrow only for investment, our forecasts for public sector net borrowing in future years are minus 3, minus 3, plus 1 and plus 4.

So, on the foundation of monetary and fiscal reform, we must build a pro-investment, pro-competition, pro-enterprise Britain to meet our first economic ambition, to raise our productivity towards the world's best.

ENTERPRISE

For too long British investment has been too low, productivity increases too slow, the potential of new markets, new technologies and new skills too often squandered. Britain has only half the rate of business start-ups and only half the rate of share ownership of the US, where nearly 50 per cent of people own shares.

The British economy needs high levels of investment and entrepreneurship and I now propose new measures to encourage more investment and to give more people the chance to invest. In the 1998 Budget we took the first step by reducing capital gains tax on investments of ten years or more.

Subject to consultation on the details, the Budget will make a more radical reform to promote not just hi-tech investment, but long-term investment across the economy. I will say to prospective and actual investors and entrepreneurs: invest for three years and the capital gains tax rate will not be 40per cent but 22 per cent. Invest for five years and the tax rate will not be 40 per cent, or 22 per cent, it will be 10 per cent.

Having cut taxes for individuals who invest in businesses, my second major tax reform is to cut taxes for companies which invest.

Tomorrow the Secretary of State for Trade and Industry will give details of a tax incentive to generate new jobs from corporate venturing. Large companies that invest in growing companies for a specified period will, from next year, receive a tax relief of 20 per cent, underwriting one fifth of their investment. And companies which reinvest gains in new ventures will be able to defer tax on capital gains. This #100 million incentive can bring Britain additional investment of #500 million every year.

I turn now to the details of a third tax reform designed to create both a high investment economy and a wealth-owning democracy open to all.

SHARE SCHEMES

I can announce that, under our new employee share ownership reform, all shares held for five years will be exempt from both income tax and capital gains tax. From April, employees will be able to receive shares worth up to #3,000 in their companies, free of income tax, giving a tax saving of up to #1,200. Employees will be able to purchase #1,500 of additional shares from their pre-tax salary, giving a tax saving of up to #600 a year. And for those who purchase shares, employers will able to award an additional #3,000 of shares, another tax saving of up to #1,200. I urge employees and employers to consider long-term investments in their firm's success.

Enterprise for all calls for a larger number of small businesses - and so the Pre-Budget Report provides details of new incentives for small businesses: a new enterprise grant, enterprise incentives for managers and a new research and development tax credit targeted to small business, worth #150 million a year.

Enterprise for all demands balanced economic growth across all the regions and nations of Britain. So, through Regional Development Agencies and the work of the Scottish, Welsh and Northern Ireland administrations, locally-based venture capital funds will be set up in every region.

Yesterday, the Massachusetts Institute of Technology announced it will locate its European centre in Britain. From next year the new regionally based enterprise centres attached to our universities will be able to draw on the management and research expertise of the new MIT-Cambridge partnership and put it to work for every region of Britain.

COMPETITION

Enterprise for all depends on opening up competition to all. It is time to build on this Government's decision to create a new independent Competition Authority.

For cartels and anti-competitive behaviour, the Office of Fair Trading will, from March next year, be given new investigative resources and trust-busting weapons, including the power to impose fines of up to 30 per cent of turnover.

For banking and financial services, the Financial Services Authority will now, for the first time, be required to facilitate competition.

For the professions, the Government will examine how best to ensure that the rules of professional bodies do not unnecessarily restrict or distort competition.

For the regulatory system, the Government will consider how to scrutinise regulatory bodies and review existing and proposed regulations to ensure that they are promoting, not impeding, new entrants and competitive forces.

For the planning system, the Deputy Prime Minister is today announcing changes in planning guidelines that will, for the first time, facilitate the formation of hi-tech clusters. For the first time the planning system will be required to promote competition.

For high-tech businesses that need key skills, we will reform the rules on work permits and open them up to essential workers in information technologies and to entrepreneurs. And for the utilities, the Utility Reform Bill will explicitly require the regulators for gas, electricity and water to promote competition.

We want to encourage those who start with nothing and who, in the past, thought they could never reach higher or rise far. Our poor communities do not need more benefit offices: they need more businesses creating more jobs.

So we are resolved to extend the opportunities of enterprise to people and places the economy has too long forgotten.

The New Deal will now offer help for long-term unemployed to become self-employed and to start a business. For the over-50s, up to #3,000 during the first year in business and in work.

Help for prospective businesses will be available from a new enterprise development fund and we will provide cash help for people moving from benefits to business. Our proposals will include new scholarships for dynamic business people in our poorest areas to learn new management skills.

To encourage the next generation of young entrepreneurs,we aim to double to 200,000 the number of pupils able to benefit from entrepreneurship courses in our schools. And with support already pledged from our most successful businessmen and women we will launch a new national campaign for enterprise, under which schools and colleges will be directly partnered with local companies.

Britain needs radical improvements not only in enterprise but also in education. For we are determined to achieve another ambition by the end of the next decade - to realise the Prime Minister's commitment to education - the highest standards in our schools, all young people gaining the highest possible qualifications, the majority of school-leavers gaining degrees.

In addition to the University for Industry, individual learning accounts, the expansion of further and higher education places by 800,000 and meeting new targets for literacy and numeracy in our schools, the Secretary of State for Education, who has pioneered these reforms, will announce a major new expansion in IT education and skills, including 50,000 new college places.

EMPLOYMENT

I turn now to our ambition of work for all. A higher percentage of men and women employed than ever before.

But we need to go further.

There are today one million job vacancies waiting to be filled and vacancies are at record levels, not in one region alone, but in every region of the United Kingdom.

We need to equip the unemployed with all the skills they need for all the jobs that exist.

So I can announce that the New Deal first introduced for the under-25s will be extended to all those over-25 in every part of the country. Options will include: the offer of a job with a private-sector employer; self-employment; work-based retraining; or college training. Backed up by advice, counselling and mentoring.

I can also announce today new choices for lone parents to get new skills, go to college and go to work. From now on, lone parents will not only be able to train for jobs while receiving income support, but I can announce that they will also benefit from college-based childcare places for 10,000 more children, making a total of 37,000. All lone parents with children above three will receive notice of these new choices.

In 1909 Britain created the first Labour Exchange in the world, to link potential employees to vacant jobs. And today, with one million vacancies spread throughout the country, Britain must use the most modern technology to match the jobs without workers to the workers without jobs.

We will now create a national jobs phone-line under which, for the first time, in every locality, the employment service will continuously update unemployed men and women about new vacancies suitable for their skills.

For every constituency in the country, the Government will provide assistance for Members of Parliament, irrespective of political party, to bring the unemployed and potential employers together.

Our reforms since 1997 have cut youth and long-term unemployment by half.

A return to full employment was once a dream. It is now not only a promise but a possibility. In the next decade, if we stay the course of reform, it can become one of our country's proudest achievements. And, as we extend opportunities to those who are out of work, we will extend the responsibility to take up the work on offer. The hidden economy is draining billions of pounds in fraudulent benefit claims and unpaid taxes.

This loss of revenues, this incidence of fraud, this waste of resources, cannot be allowed to continue and especially when there are jobs that benefit claimants could take.

Lord Grabiner QC, will chair a task force bringing together the Treasury, the Inland Revenue, Customs and Excise, the Department of Social Security and the Employment Service. He will investigate the scale of the problem and the cost to the taxpayer, recommend a plan of action and set a timetable to crack down on the hidden economy.

ENVIRONMENT

As we pursue our ambitions for growth and jobs, we can and must keep our environmental commitments. Under the Deputy Prime Minister, Britain took the lead in successfully negotiating the Kyoto Agreement. And I am today announcing the results of our consultation with business on the climate-change levy.

Our original proposal cut carbon environmental pollution by 2010 by 1.5 million tonnes a year. Our consultation has shown that we can cut pollution even further, by 2010, by a total of over two million tonnes a year, and at the same time cut the levy from #1.7 billion to #1 billion.

I have decided that renewable energy sources and combined heat and power will be exempt from the levy. The main rate per kilowatt hour will be cut from 0.21p to 0.15p. And there will now be an 80per cent discount to energy-intensive sectors signing energy efficiency agreements. Taken together, these changes approach a 90 per cent discount on the levy published at Budget time in return for agreed industry action to cut emissions.

All the revenues raised will be recycled to business. I can confirm that every business will receive a tax cut of 0.3 percentage points in employer national insurance contributions.

In the run-up to the Budget we will consult on a new 100per cent first-year investment allowance for companies moving from environmentally unfriendly to environmentally friendly technologies and processes. I propose to make available a total of #150 million to support energy efficiency in British industry.

The fuel escalator was inherited from the previous Government. We are now in a position, instead of the pre-announced 6 per cent escalator, to make our decisions Budget by Budget with the following commitment: if there are any real-term rises in road fuel duties, they will be lower and the revenues will go straight to a ring-fenced fund for the modernisation of roads and public transport.

Now that the return leg exemption of air passenger duty has been declared in breach of single-market law I am today starting a pre-Budget consultation on replacing it with a new lower rate for lower fares. These changes will be revenue-neutral.

Today I am also implementing recommendations that have come from Martin Taylor to prevent, detect and punish tobacco smuggling.

Smuggling is costing us #2.5 billion a year. The Pre-Budget Report contains details of our decisions: new scanners at major ports to detect contraband goods; new cigarette pack marks; and new and tougher fines and penalties for those who smuggle and those who sell smuggled goods.

CHILDREN

I turn now to our next ambition: to reduce and then abolish child poverty. By April, child benefit for the first child will be #15. By the next April, for the typical family, child benefit and the children's tax credit will be #23.

Our intention is to integrate the children's tax credit and the child elements of working families tax credit and income support into one credit paid direct to the mother. At today's prices it would mean child payments starting at #15 a week and, for the poorest child, rising to over #40 a week.

We need not only cash but caring. So the Pre-Budget Report will consult on new reforms to support the community organisations that are closest to people and where dedicated staff and volunteers can offer one-to-one help.

First a new Children's Fund which will provide project grants for community action. Second, Sure Start will now see resources devolved not just to local government but to local partnerships.

Third, we propose that in future, for every pound a citizen donates to charity, the Government will contribute to that charity an additional 28p. And for every pound contributed through payroll-giving, the Government will contribute up to 50p worth of tax relief.

And there will now be tax relief, not just for cash donations to charities, but for gifts of quoted shares. From a platform of a stable economy and sustainable finances we are delivering #40billion extra for health and education. In our second Comprehensive Spending Review, to be completed next year, we will match investment with reform.

HEALTH AND SCHOOLS

Through the windfall levy, 5,000 schools have been modernised. With the addition of a further #150 million to the #4billion already allocated for schools capital, the Secretary of State for Education will be able to treble that figure.

There is a strong public health case for year-on-year real term increases in the price of cigarettes. I can announce a new approach: the extra revenues from a 5 per cent real-terms rise in cigarette duties would go straight to additional investment in the NHS, worth #300million a year.

I have a further announcement to make. From this week the #100 winter allowance is being paid to every pensioner household in Britain.

For pensioners with incomes above benefit level who are not wealthy, we propose a better deal on savings. The elderly especially will benefit from my proposal to cut the starting rate of tax on savings from 20p to 10p: 1.5 million pensioners will benefit.

I have one final announcement. All governments have agreed that we ought to provide the most help for our most elderly citizens, those over 75 or 80 who are more likely to be in poverty and more likely to have special needs. From next autumn, pensioners 75 or over will receive their television licence free of charge. At a cost of #300 million a year, every one of the three million households with a pensioner over 75 will be able to save #101 a year.

Madam Speaker, this Government's work has only just begun and I commend this Report to the House.

(c) Times Newspapers Ltd, 1999.

Not Available for Re-dissemination.

PRE-BUDGET REPORT - growth - CHANCELLOR'S SPEECH. 

By GORDON BROWN. 

5049 words

Publication date: 10 November 1999

Source: Financial Times

Page: 12

(c) 1999 The Financial Times Limited. All rights reserved 

The full text of the chancellor's speech: Madam Speaker. 

The challenge a year ago amid global turbulence and predictions of recession was to steer a course of stability. Now with this year's pre-Budget report, the challenge is to lock in that stability and - by pressing ahead with our economic reforms - to set the course for a Britain of stability and steady growth. 

The reforms made and the reforms to be made today reflect our resolve: that Britain must leave behind the sterile century-long conflict between enterprise and fairness - between the left, which promoted the good society at the expense of the good economy, and the right which promoted the good economy at the expense of the good society, and too often achieved neither. 

Only by pursuing both enterprise for all and fairness for all can we equip all of Britain for the future and secure rising living standards for all. 

Having laid the foundations with our monetary and fiscal reforms, Britain can now aspire to a new economic ambition for the next decade: a faster rise in productivity than our main competitors, as we close the productivity gap. 

Making the most of our economic potential depends upon employing all the talents of all the people. So, building on our educational reforms and #19bn of new investment, the government's second ambition for the next decade is that all people gain the highest qualifications they can, with a majority of our school-leavers going on to degrees for the first time in our history. 

And, having modernised with the New Deal and our reforms to make work pay, Britain can now reach for a third ambition in the next decade: a higher percentage of people in work than ever before. 

Because a fair society and the strongest possible economy depend upon leaving no one behind, Britain must build on the reforms taking nearly 1m children out of poverty and give every child the best possible start in life. 

So our fourth ambition is - by the end of the next decade - child poverty reduced by half - on our way to ending child poverty within 20 years. 

Decisions for a decade of reform - to create a Britain of prosperity for all - as together we create a Britain where there is opportunity for all. Stability The foundation, our first priority, yesterday, today and tomorrow, is to lock in fiscal and monetary stability. The economy of 1997 was characterised by rising inflationary pressures; unsustainable consumer spending; a large structural deficit in the public finances with public sector borrowing of #28bn; indeed, Madam Speaker, Britain was set to repeat the same old cycle of boom and bust. 

Since then we have created and rigorously adhered to a new framework of modern economic management: a clearly defined inflation target and clear fiscal rules - based on legislating for an independent Bank of England and a regime of fiscal stability. 

Over the last year, inflation has remained around or at our target. And today underlying inflation is at 2.1 per cent. Expectations of inflation 10 years on were 4.3 per cent when we came to power. They are now at 2.5 per cent. 

Having come this far we will not relax our discipline. 

Our pre-Budget report is based on meeting the inflation target of 2.5 per cent, not just this year but next year and the year after that. 

Early action on interest rates now prevents a return to the drastic action of the past. Those who would refuse to take the necessary pre-emptive decisions to meet the inflation target would risk returning our economy to the days of inflation out of control, unbalanced economic growth and 15 per cent interest rates. Under this government, Britain will not return to the boom and bust of the past. 

Discipline is even more essential because of the changed global context. Last year, North America was the engine for world growth. Now this year, Europe and Japan are once again making their contribution. But, while the 1998 challenge to avoid recession has been met, the new challenge to grow while controlling inflation must make us all vigilant. 

I come now to the economic forecasts. 

Last November I said that I expected growth in 1999 to be 1 to 1.5 per cent, a forecast I reaffirmed in the Budget I presented last March. 

I have been re-reading the debates that took place at that time. There were predictions of recession from experts and others. The whole House will be pleased to know that, as the government forecast, the economy has continued to grow. 

The Treasury forecast is that growth this year will be 1.75 per cent. I can also report to the House that the Treasury forecast for next year is that the economy will grow by 2.5 to 3 per cent, and in 2001 and 2002 it will grow by 2.25 to 2.75 per cent - at all times consistent with meeting the inflation target. 

Britain is steering a course of stability and steady growth. And we will not take risks with the future of the economy. 

In our first two years, public borrowing has been reduced by #30bn - a cumulative fiscal tightening of 3 per cent of GDP - and we will continue to lock in that fiscal tightening by keeping the public finances under control. 

Our first fiscal rule - the golden rule - is that over the cycle there is a current surplus. At this stage in the financial year I can provide an interim update on the Budget figures. 

The Treasury forecast for this financial year, 1999-2000, is that the current Budget will be in surplus by #9.5bn. 

I have said we will not make the old mistake of confusing a cyclical surplus with a structural surplus. In subsequent years, the surplus is forecast to be plus 11, 13, 13, 12 and 11. 

I can therefore report that based on prudent and cautious assumptions audited by the National Audit Office we are on course to balance the current Budget over the cycle. 

Our second fiscal rule - the sustainable investment rule - is that debt is set at a sustainable and prudent level. Under the last government national debt doubled from #166bn to #348bn. 

In the last three years, debt's share of national income has fallen from 44 per cent to 42 per cent to an estimated 38.2 per cent at the end of this financial year, and to 37 per cent next year. Over the economic cycle we will keep debt below 40 per cent of national income. 

As a result of falling levels of debt and lower long-term interest rates, interest payments are down each year by over #4bn. Money available for public services. For all those who have an interest in EMU (economic and monetary union), I can report - following in the tradition of my predecessor - that this year and in future years Britain will be well within the Maastricht criteria. 

Having inherited a deficit of #28bn, I can now report that in the year ending March 1999 we repaid debt by a total of #2.5bn. This year we expect to repay debt by a total of #3.5bn. 

A total of #6bn in debt repaid in two years. 

At the right time in the economic cycle. 

Consistent with our fiscal rules that we balance the current Budget and borrow only for investment, our forecasts for public sector net borrowing in future years are -3, -3, plus 1 and plus 4. 

The British economy is clearly on track to meet our fiscal rules. 

In the past, as figures for surpluses and deficits were reported, Budget debates too complacently focused on dividing up the national wealth. 

Today, in a competitive global economy, Budgets must meet the long-term challenge of expanding the national wealth. 

Indeed, living standards can continue rising only if Britain continues modernising. So, on the foundation of monetary and fiscal reform, we must build a pro-investment, pro-competition, pro-enterprise Britain to meet our first economic ambition, to raise our productivity towards the world's best. Enterprise for all For too long British investment has been too low, productivity increases too slow, the potential of new markets, new technologies and new skills too often squandered. 

Today, Britain has only half the rate of business start-ups and only half the rate of share ownership of the USA, where nearly 50 per cent of people own shares. The British economy needs high levels of investment and entrepreneurship and I now propose new measures to encourage more investment and to give more people the chance to invest. 

We have already cut small companies tax from 23p to 20p, introduced a starting rate of small business tax at 10p in the pound, cut mainstream corporation tax from 33p to 30p to its lowest ever level, and introduced first-year investment incentives that are of special help to manufacturing. 

I now propose to go further. 

Under governments of both parties capital gains tax for every investment, from the most productive to the most speculative, has been at 40 per cent. 

For years as a country we have debated why long-term investment in Britain has been so low. A 40 per cent rate of tax on long-term investment discourages the capital formation and sustained reinvestment Britain needs to reach our full economic potential. 

In the 1998 Budget we took the first step by reducing capital gains tax on investments of 10 years or more. Subject to consultation on the details, the Budget will make a more radical reform to promote not just high-tech investment, but long-term investment across the economy in Britain. 

I will say to Britain's prospective and actual investors and entrepreneurs: invest for three years and the capital gains tax rate will not be 40 per cent but 22 per cent. Invest for five years and the tax rate will not be 40 per cent, or 22 per cent - it will be 10 per cent. 

Having cut taxes for individuals who invest in businesses, my second major tax reform is to cut taxes for companies which invest. 

In competitor countries, growing companies do well because large companies invest in them. 

Tomorrow the secretary of state for trade and industry will give full details of a substantial tax incentive to generate new jobs in Britain from corporate venturing. 

Large companies that invest in growing companies for a specified period will, from next year, receive a tax relief of 20 per cent, underwriting one-fifth of their investment. 

And companies which reinvest gains in new ventures will be able to defer tax on capital gains. 

This #100m incentive can bring Britain additional investment of #500m every year. 

I turn now to the details of a third tax reform designed to create both a high-investment economy and a wealth-owning democracy open to all. I can announce that, under our new employee share ownership reform, all shares held for five years will be exempt from both income tax and capital gains tax. 

From April, four months from now, employees will be able to receive shares worth up to #3,000 in their companies, free of income tax, giving a tax saving of up to #1,200. Employees will be able to purchase #1,500 pounds of additional shares from their pre-tax salary - giving a tax saving of up to #600 a year. 

And for those who purchase shares, employers will able to award an additional #3,000 of shares, another tax saving of up to #1,200. This is the most generous all-employee shares incentive a British government has ever introduced. And it is open to all in every firm. 

I urge employees and employers together to consider long-term investments in their firm's success. 

In preference to inflationary wage rises, which in the end bring higher interest rates, choose stake-holdings which can bring real gains. 

Enterprise for all calls for a larger number of small businesses - and so the pre-Budget report provides details of new incentives for small businesses - the backbone of our economy: a new enterprise grant, enterprise incentives for managers, and a new research and development tax credit targeted to small business, the most generous this country has ever seen, worth #150m a year. 

Enterprise for all demands balanced economic growth across all the regions and nations of Britain. 

So, through Regional Development Agencies and the work of the Scottish, Welsh and Northern Ireland administrations, locally based venture capital funds will now be set up in every region of our country. 

Yesterday, the Massachusetts Institute of Technology announced it will locate its European centre in Britain. From next year the new regionally based enterprise centres attached to our universities will be able to draw on the management and research expertise of the new MIT-Cambridge partnership and put it to work for every region of Britain. 

Enterprise for all depends on opening up competition to all. It is time to build on this government's decision to create a new independent competition authority. 

For cartels and anti-competitive behaviour, the Office of Fair Trading will, from March next year, be given new investigative resources and trust-busting weapons, including the power to impose fines of up to 30 per cent of turnover. 

For banking and financial services, the Financial Services Authority will now, for the first time, be required to facilitate competition - with a new scrutiny role for the competition authorities. 

For the professions, the government will examine how best to ensure that the rules of professional bodies do not unnecessarily restrict or distort competition. 

For the regulatory system, and following the Cruickshank interim report, the government will consider how to scrutinise regulatory bodies and review existing and proposed regulations to ensure that they are promoting - not impeding - new entrants and competitive forces. 

For the planning system, the deputy prime minister is today announcing a series of changes in planning guidelines that will, for the first time, facilitate the formation of high-tech clusters. For the first time the planning system will be required to promote competition. 

For high-tech businesses that need key skills, we will reform the rules on work permits and open them up to essential workers in information technologies and to entrepreneurs. 

And for the utilities, the forthcoming Utility Reform Bill will explicitly require the regulators for gas, electricity and water to promote competition. In sum, Britain open to competition, fair to consumers and at the leading edge of change. We are determined that Britain will break out of the closed circle which in the past has too often restricted enterprise to a few. 

We want to encourage those who start with nothing and who, in the past, thought they could never reach higher or rise far - and tell them too that there is not only a chance to do better but no limit on their ambitions for themselves and their children. Our poor communities do not need more benefit offices - they need more businesses creating more jobs. 

So we are resolved to extend the opportunities of enterprise to people and places the economy has too long forgotten. 

The New Deal will now offer help for long-term unemployed to become self-employed and to start a business. For the over-50s, up to #3,000 during the first year in business and in work. 

Help for prospective businesses will be available from a new enterprise development fund which we are creating and we will also provide cash help for people moving from benefits to business including support for micro-loans for small business investment. 

Our proposals will also include new scholarships for dynamic business people in our poorest areas to learn new management skills. 

To encourage the next generation of young entrepreneurs, we aim to double to 200,000 the number of pupils able to benefit from entrepreneurship courses in our schools. 

And with support already pledged from our most successful businessmen and women we will launch a new national campaign for enterprise, under which schools and colleges will be directly partnered with local companies. 

Britain needs radical improvements not only in enterprise but also in education. 

For we are determined to achieve another ambition by the end of the next decade - to realise the prime minister's commitment to education - the highest standards in our schools, all young people gaining the highest possible qualifications, the majority of school-leavers gaining degrees. 

In addition to the University for Industry, individual learning accounts, the expansion of further and higher education places by 800,000 and meeting new targets for literacy and numeracy in our schools, the secretary of state for education, who has pioneered these reforms, will announce a major new expansion in IT education and skills - including 50,000 new college places, because in the new knowledge economy no one should be left out. Employment I turn now to our ambition of work for all. A higher percentage of men and women employed than ever before. 

I can report that after 2 1/2 years of this government, unemployment is now lower than at any time in the last 20 years. This government has not only delivered the New Deal, but delivered new jobs - 700,000 more since 1997. 

And the minimum wage and working families tax credit are making work pay. 

But we need to go further. 

There are today 1m job vacancies waiting to be filled and vacancies are at record levels, not in one region alone, but in every region of the United Kingdom. 

We need to equip the unemployed with all the skills they need for all the jobs that exist. 

So I can announce to the House that the New Deal first introduced for the under-25s will be extended to all those over 25 in every part of the country. Options will include: 

* the offer of a job with a private sector employer; 

* self-employment; 

* work based retraining; 

* or college training. 

Backed up by advice counselling and mentoring. 

I can also announce today new choices for lone parents to get new skills, go to college and go to work. From now on, lone parents will not only be able to train for jobs while receiving income support, but I can announce that they will also benefit from college-based childcare places for 10,000 more children, making a total of 37,000 in all. All lone parents with children above three will receive notice of these new choices. 

In 1909 Britain created the first Labour Exchange in the world - to link potential employees to vacant jobs. And today, with 1m vacancies spread throughout the country, Britain must use the most modern technology to match the jobs without workers to the workers without jobs. 

We will now create a national jobs phone-line under which, for the first time, in every locality, the employment service will continuously update unemployed men and women about new vacancies suitable for their skills. 

For every constituency in the country, the government will provide assistance for members of parliament, irrespective of political party, to bring the unemployed and potential employers together. 

Our reforms since 1997 have cut youth and long-term unemployment by half. 

A return to full employment was once a dream. It is now not only a promise but a possibility. In the next decade if we stay the course of reform it can become one of our country's proudest achievements. 

And, as we extend opportunities to those who are out of work, we will extend the responsibility to take up the work on offer. The informal or hidden economy is now draining billions of pounds in fraudulent benefit claims and unpaid taxes. 

This loss of revenues, this incidence of fraud, this waste of resources, cannot be allowed to continue and especially when there are jobs that benefit claimants could take. 

Lord Grabiner QC, will chair a task force bringing together the Treasury, the Inland Revenue, Customs and Excise, the Department of Social Security and the Employment Service. He will investigate the scale of the problem and the cost to the taxpayer, recommend a plan of action and set a timetable to crack down on the hidden economy. 

He will examine ways to move economic activity from illegitimate to legitimate businesses. He will consider increased fines for fraud and new requirements specifically for those suspected of being in the hidden economy - to sign on for benefit not every fortnight, but every single day. 

I say to the unemployed who can work: we will meet our responsibility to ensure there are job opportunities and the chance to learn new skills. 

You must now meet your responsibility - to earn a wage. And we are ensuring work pays more than benefits. 

All our measures for work, taken together, mark a new dividing line. This government believes that the way to help the unemployed is extending the New Deal, not abolishing it. 

As we pursue our ambitions for growth and jobs, we can and must keep our environmental commitments. Under the deputy prime minister, Britain took the lead in successfully negotiating the Kyoto Agreement. 

And I am today announcing the results of our consultation with business on the climate change levy. Our original proposal cut carbon environmental pollution by 2010 by 1.5m tonnes a year. 

Our consultation has shown that we can cut environmental pollution even further, by 2010 - by a total of over 2m tonnes a year - and at the same time cut the levy from #1.7bn to #1bn. 

I have decided that renewable energy sources and combined heat and power will be exempt from the levy. The main rate per kilowatt hour will be cut from 0.21 to 0.15 pence. And there will now be an 80 per cent discount to energy intensive sectors signing energy efficiency agreements. 

Taken together, these changes approach a 90 per cent discount on the levy published at Budget time in return for agreed industry action to cut emissions. All the revenues raised will be recycled to business. 

I can confirm that every business will receive a tax cut of 0.3 percentage points in employer national insurance contributions. 

And I have ensured that this package is not only revenue neutral for business and revenue neutral between manufacturing and services but even after the national insurance change there is no gain to the public purse. 

In the run-up to the Budget we will consult on a new 100 per cent first-year investment allowance for companies moving from environmentally unfriendly to environmentally friendly technologies and processes. 

I propose to make available not, as originally announced, #50m, but in its first year a total of #150m to support energy efficiency in British industry. 

With all our measures, Britain is on track to meet our country's Kyoto target. 

The fuel escalator was inherited from the previous government. Since 1997 the escalator has been needed to reduce the #28bn deficit we inherited as we put in place our new measures to protect the environment. 

Those who have opposed the escalator - including some who originally imposed it - have to explain how, without it, they would have cut the deficit, made money available for public services and in the last two years been meeting our environmental commitments. 

Having cut the deficit and introduced our new environmental policies, we are now in a position - instead of the pre-announced 6 per cent escalator - to make our decisions Budget by Budget with the following commitment: if there are any real term rises in road fuel duties, they will be lower and the revenues will go straight to a ring-fenced fund for the modernisation of roads and public transport. 

Now that the return leg exemption of air passenger duty has been declared in breach of single market law I am today starting a pre-Budget consultation on replacing it with a new lower rate for lower fares. These changes will be revenue neutral. 

Today I am also implementing recommendations that have come from Martin Taylor to prevent, detect and punish tobacco smuggling. 

Smuggling is now costing us #2.5bn a year. The pre-Budget report contains details of our decisions - new scanners at major ports to detect contraband goods; new cigarette pack marks; and new and tougher fines and penalties for those who smuggle and those who sell smuggled goods. 

I turn now to our next ambition - to reduce and then abolish child poverty in Britain. The promise of the next decade and the new century should be not just for some children but for every one of Britain's children. 

By April, child benefit for the first child will be #15. 

By the next April, for the typical family, child benefit and the children's tax credit will be #23. And with our 10p starting rate of income tax and the cut from 23p to 22p in the basic rate, the tax burden - national insurance as well as income tax - for the average family will be cut to its lowest level for 25 years. 

Our intention is to integrate the children's tax credit and the child elements of working families tax credit and income support into one single credit paid direct to the mother - built on the foundation of universal child benefit. 

At today's prices it would mean child payments starting at #15 a week in contrast to #11 in 1997 and, for the poorest child, rising to over #40 a week. 

In our pre-Budget consultations we will also examine whether through the working families tax credit or other measures we can give more help to the mother who wishes to stay at home in the first months after her child is born. 

Government must do more, but government on its own cannot win the war against child poverty. It can only be won by the combined energies of public private and voluntary sectors working together. 

We need not only cash but caring. 

So the pre-Budget report will consult on new reforms to support the community organisations that are closest to people and where dedicated staff and volunteers can offer one-to-one help. 

First a new children's fund which will provide project grants for community action to tackle all aspects of child poverty. 

Second, so we can develop new and innovative ways to support families and children, Sure Start will now see resources devolved not just to local government but to local partnerships led by neighbourhoods and the voluntary sector. 

Third, for too long the voluntary sector has been held back by outdated tax laws. 

We propose that in future, for every pound a British citizen donates to charity, the government will contribute to that charity an additional 28p. 

And for every pound contributed through payroll-giving, the government will contribute not 28p but up to 50p worth of tax relief. 

And there will now be tax relief, not just for cash donations to charities, but for gifts of quoted shares. 

The British people's willingness to give can give all our children a better chance and all of us a better society. 

From a platform of a stable economy and sustainable finances we are delivering #40bn extra for health and education. 

And it is only by continuing our policies for stability and steady growth that we will be able to achieve a further ambition for Britain, to build the best public services. 

In our second comprehensive spending review, to be completed next year, we will match investment with reform - increasing the amount of resources available for the NHS and education in our public services. 

I can announce two decisions that can be made now. 

Through the windfall levy, 5,000 schools throughout Britain have already been modernised. 

With the addition of a further #150m, to the #4bn already allocated for schools capital, the secretary of state for education will be able to treble that figure. 

By 2001 the number of schools modernised or being modernised will total 15,000, half the schools of Britain, benefiting over 5m pupils. 

There is a strong public health case for year-on-year real term increases in the price of cigarettes. 

While we will now make our decisions Budget by Budget, I can announce a new approach: the extra revenues from a 5 per cent real terms rise in cigarette duties would go straight to additional investment in the National Health Service, worth #300m a year, #300m extra for hospitals and healthcare which could start next April. 

I have a further announcement to make. 

From this week the #100 winter allowance is being paid to every pensioner household in Britain. 

The secretary of state for social security will announce later today that the winter allowance will not just be paid this year but next year and every year from now on. 

For pensioners with incomes above benefit level who are not wealthy, we propose a better deal on savings. The elderly especially will benefit from my proposal to cut the starting rate of tax on savings from 20p to 10p - 1.5m pensioners will benefit. 

I have one final announcement. 

All governments have agreed that we ought to provide the most help for our most elderly citizens - those over 75 or 80 who are more likely to be in poverty and more likely to have special needs. 

Some have suggested a new age-related addition to benefits. Some have suggested the way to do this is to provide the very elderly with a reduction in the TV licence fee. I have rejected that option. 

Instead, from next autumn, pensioners 75 or over - every pensioner aged 75 or more - will receive their television licence free of charge. 

At a cost of #300m a year, every one of the 3m households with a pensioner over 75 will be able to save #101 a year. 

Madam Speaker, this government is demonstrating that enterprise and fairness can go hand in hand. This government's work for Britain has only just begun and I commend this report to the House. 
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David Sherlock believes lifelong learning will only take off if it is based at work

The government white paper Learning to Succeed goes halfway to creating the climate for the learning age. It offers a sensible set of supply-side reforms which should do what is intended: cut costs, reduce bureaucracy and curb fraud.

It's sad but true, however, that even if you do invent a better mousetrap, the world will not beat a path to your door. We will have to create demand for lifelong learning.

Lifelong learning will work if most learning is at work. Tens of millions of people will create the learning age, not the three million in further education or the million in government-funded work-based training.

Employment trends confirm that the government is right to place its priority on higher education. Our economic future will be determined not by skilled artisans, but by graduates who have gone beyond level 3.

Building new and bigger institutions is a slow and costly business. However we do it - by expanding universities, or by colleges offering associate degrees - learning in institutions will only scratch the surface of the expansion we need.

Training Standards inspectors already assess learning in a wide range of settings: among employers; among training providers, local or multinational; among major charities; in public bodies like the police, hospitals and fire service; in training companies belonging to colleges and universities. With the transition to a new adult learning inspectorate, the `University for Industry' - e-learning - and adult and community education will further enrich that mix.

But the biggest task of all is to design a quality improvement system which is effective enough, rigorous enough, civilised enough to attract companies to use it voluntarily, in order to raise the standard of training which they themselves pay for. That system is within reach. Corporate universities like Lloyds-TSB and Unipart-U are the first waves of a rising tide.

Adult learning will be individualised, yet it must contribute to our national well-being. National influence comes through national support. How should we apply that influence and support new learners?

We must decide whether ILAs, individual learning accounts, are for the thousands of socially excluded or the millions in the population at large. Only the big ILA, a cradle-to-grave resource and learning record, made up of a government present at birth, of family gifts, of personal savings, of loans and of employers' and trade union investment, has energy enough to fuel the learning age. David Sherlock is chief executive and chief inspector to the Training Standards Council.
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A crazy view of education in the future? No, very realistic, says Gordon Marsden

It's the year 2006. Rita is in her late 30s; she left school with minimal qualifications and now works three and a half days a week at a call centre; it's monotonous and not particularly well-paid work. But for a couple of days she goes to university - or rather she doesn't: the 20-mile round trip to the University of Lancaster is only twice a month, for lectures and for checking progress with her tutor-mentor.

Much of her weekly coursework is done either at home or three minutes' walk away, at her neighbourhood community centre, where she can work online and with the internet, and where the part-time tutor calls once a week to use the new electronic whiteboard.

Rita's life has been a lot easier since she has had access to the new part-time student loans, and at least her call-centre employer has taken up the tax relief incentive in topping up her individual learning account.

Rita's son, Sam, is 17, and his iffy GCSE grades had initially made him keener on getting a no-skills job or hanging out with mates on the estate. But the educational maintenance allowance for 16-to 18-year-olds has kept him at the further education college and given him some money, with his Saturday job, to do the new vocational-centred international Bac.

At the community centre, Rita's friend Joanne is doing short-term courses in online bookkeeping and accounting software. She doesn't know if she wants to get a university-level qualification or not - especially with a new baby imminent - but with level 3 tuition now free, she can keep her options open. Joanne's friend Jim is more certain - he's down in Cornwall where he's had a summer job as a lifeguard, and out of season he makes ends meet as a nightclub security guard. Like Rita, he's able to benefit from being in one of the new tertiary education action zones, taking courses in marine biology and environmental studies - an online and further education mix that will eventually give him a degree.

After that, he's lined up for a trainee post at BP's new environmental research centre in Cornwall - set up under the action zone `HE means business' incentive scheme. For Rita, Joanne and Jim, these opportunities are a big factor in their voting Labour in the forthcoming general election of 2006.

An over-rosy view of lifelong learning at the end of the second term of Labour government? I hope not, if some of the ideas I've floated in a chapter on education for a new book, Beyond 2002: Long-term Policies for Labour, are taken up. The 14 contributors to Beyond 2002 are all `Class of 97' new Labour MPs who have taken up Tony Blair's target of a two-term government and the need for policies to remain radical and reforming.

The seamless web of learning in the 2006 scenario of Educating Rita and the innovations I've included build on the existing strategy of raising standards and expanding participation in further and higher education. Rita and her friends learn in a variety of environments, building up course credits that are transferable and take into account real life: new job opportunities or sudden new responsibilities - for a new baby or an elderly relative.

The model drawn on is that of the Open University, where I taught for nearly 20 years and where this flexible approach was a godsend, especially for women in their 30s and 40s returning to education. However, unlike at present, where despite welcome recent initiatives, many part-time students still operate on an uneven playing field (which Dearing failed to recognise), my 2006 scenario would include second-term policies making available a means-tested loans scheme to cover tuition costs for all part-time higher education students. Dropout rates should fall dramatically.

And introducing universal free tuition for all level 3 further education and training - not capped at 19 years of age as at present - would encourage the Joannes of this world who have been sceptical of further education and lacking in the cash to put a toe in the water.

My second-term scenario envisages expanding Gordon Brown's individual learning accounts to #1,000 each at 1999 levels (index-linked to inflation). Further individual and employer contributions attracting tax relief would be a cost-effective way of expanding participation and levering in funds to lifetime learning. Upgrading government contributions to learning accounts and additional tax relief could be more than covered by the Chancellor introducing a new leisure technology levy - say 20p on video rentals and 50p on sales of Playstation-type games. Money from leisure technology would provide a virtuous circle of funding to expand lifelong learning. Gordon Marsden is MP for Blackpool South and a member of the Commons Education Select Committee. He is a contributor to Beyond 2002: Long-term Policies for Labour (editors: Linton, Raymond and Whitehead), published this week by Profile Books, #7.99.
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A group of Labour backbenchers have put together a clutch of radical ideas for party policy after the next election. 

These include turning benefits staff into personal financial advisers, ensuring competition law favours entrants over incumbent companies and earmarking part of income tax to pay for the National Health Service. 

The proposals come in a book compiled by new-intake Labour MPs, many of whom are parliamentary private secretaries to ministers and some of whom have become ministers since work on it started. 

Unlike the rightwing Tory No Turning Back group, which provided ideological input to the later years of the Thatcher government, the Labour MPs have produced a book of individual chapters rather than a project they are signed up to. 

But the proposals in Beyond 2002 contain some common themes, including lifting the ceiling on employee National Insurance Contributions to raise more money for redistribution (a Labour policy at the 1992 election that was subsequently dropped), an increasing reliance on tax-credits to pay benefits and greater self-reliance. 

Personal financial advisers in Job Centres could guide people to stakeholder pensions and insurance products to encourage them to make additional provision for themselves. 

The NHS should use the internet and other developments to teach people to solve their own health problems rather than dispensing "instant advice on every problem", and the Employment Service should become chiefly a purchaser of job-related services rather than being the main provider. 

But government will also need to provide protection and financial support to those left out of the knowledge economy, no matter how much access to education is broadened, one author says. 

Other proposals include making tuition free in further education and imposing a 20p leisure technology levy on video rental and 50p on CDs to fund bigger individual learning accounts. The MPs say European commissioners should be directly elected and thought should be given to earmarking part of income tax for the NHS. 

Copyright Financial Times Limited 1999. All Rights Reserved.  
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Perhaps, people feeling benign, this is a good week to float ideas for new taxes. Gordon Marsden, a Labour backbencher, has had another go at the suggestion he made in a collection of essays published before Christmas - suggested policies for the long-run from a group of his Labour Commons' colleagues trying to show that fodder for the voting machine are not all brain dead. Looking for sources of money for a worthy cause - post-16 education for those without a foot on the ladder leading to university - he alighted on a recreational purchase which might support a small turnover tax. It is the sale and loan of videos and computer games. Adding say 20p to the #3 cost of renting a new film (6.6% tax) would produce... stand outside Blockbuster on a weekend evening and see how many hundred millions.

Mr Marsden's object is good. Too many potential students lose out. Productivity and in its turn economic growth depend on enriching `human capital'. The state assists entrants to full-time higher education; the same help is not available to those studying for non-degree qualifications in the archipelago of further education colleges. With educational maintenance allowances and the promise of individual learning accounts, the Blair government has made a start at redressing the balance. But learning accounts offer only #150 towards the cost of courses and assume a #25 contribution from the student. Mr Marsden suggests #1,000 or more. And free tuition for all those taking `level 3' qualifications grouped with A-levels. These are taken by many at the age of 18 but the assistance ought to be open for all candidates, regardless of the age at which they are assessed. Lifelong learning will only get off the utopians' drawing boards once employees are given a financial incentive either to reduce their working hours in order to study or carve time from their leisure.

Yet exploiting leisure, in the form of videos and games, for the sake of learning sounds a bit hair-shirted. An upfront egalitarian might say: put up income tax and have done with it. Taxing video rentals could be regressive in the way the use of National Lottery proceeds is - because poorer people spend more on them. But as long as the doctrine of no income tax increases holds, fiscal imagination is at a premium. A small supplement to the cost of renting a film is a suggestion worth the treasury's attention.
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Bonds and grants are to be the new welfare paid for, quite simply, by taxing the rich

IT WAS AN important event, and a sign of the changing times. The Smith Institute held the last of its breakfast seminars on inequality at Number 11 Downing Street last Wednesday. The subject? Offering a platform for another think-tank, the Fabians, to launch the idea of quadrupling the yield from inheritance tax and giving the cash back as a #10,000 grant to every British 18-year-old. Nobody turned a hair, and the questioning was mainly directed at how the proposal could be made more robust. And all in Number 11, albeit with an absent Chancellor.

It is a long, long way from the 1992 general election, giant Tory posters warning of Labour's tax bombshell and the gathering consensus that the only initiative the state could take on tax was to cut it. Spool forward eight years and the discussion intriguing insiders is how and when Michael Portillo politically the cleverest Conservative right-winger will rid the Tories of the incubus of their absurd `tax guarantee'. In one stroke the Conservatives have disabled themselves of any critique of poor public services, offering Tony Blair the political trump that whatever the Tories say, he can reply that under them public services would be worse because of their guarantee to lower the tax burden. Simple commitments to cut taxes no longer produce the political reward they did as both George Bush and Steve Forbes are discovering in the Republican primaries.

The roots of this are complex. In the US, a nine-year economic boom bringing record levels of consumption and lifting average per capita incomes to new highs means that the now no longer very demanding tax rates are seen as only marginal to individual prosperity. Indeed, the rich are now so rich and the middle class so well off that there is, if not a sense of guilt, at least an unwillingness to oppose initiatives which might do good for the wider community. Wealth on the scale now on display in the US, where chief executives earn 350 times the pay of a blue-collar worker, needs to be legitimised by a sense of noblesse oblige; fat cats wanting to be fatter still do not cut an appealing picture.

More than that, there is an awareness that when things are this easy for the rich and the propertied a feeling even more acute in Britain than in the US then the combination of high income and high wealth together confer huge social advantages that need to be levelled up if only to make the rest of society feel that it too has a stake in the gains from a market economy. As another sign of the times, a third left-of-centre think-tank the Institute for Public Policy Research last week rushed out its paper ahead of the Fabians, urging a cheaper variant of the same theme a #1,000 Opportunity Bond that could be given to every new born baby or every 18-year-old.

Both think-tanks use the same rationale: if common ownership is off the agenda then as wealth inequalities grow the Left has to find some way to democratise access to the advantages of ownership as a substitute.

Wealth and property matter in determining life chances. The wealthy give help to their children as they become adults by putting a down-payment on their first house, paying off part of their student loans or giving them a loan for their first business; the same advantage should be universally available hence the case for a capital grant (Fabians) or opportunity grant (IPPR).

The case is partly ethically and socially driven, but there is also a brutal truth. The operation of contemporary capitalism is widening the inequality of wealth. Julian Legrand and David Nissan, in their Fabian paper, note that the top 10 per cent's share of Britain's marketable wealth has risen from 49 to 52 per cent between 1982 and 1996; worse still, half of us owned 93 per cent of all the country's wealth. Nor is there any let up in the trends; share options and booming house prices guarantee that the rich will get wealthier still. Of course the younger you are the less you own, but the children of those who own nothing in the bottom 50 per cent are disastrously the worst off. It is not just lack of education or social networks that trap them in poverty; it is lack of any access to assets.

Already there are small-scale initiatives in both the US and UK beginning to nibble away at the problem. The British Government has already launched Individual Learning Accounts, where it makes a one-off payment of #150 to match an individual's contribution of #25 to pay for training for the low-skilled In the US, as the IPPR reports, 27 states now operate a fore-runner of universal capital grants individual development accounts in which the state matches dollar for dollar the savings of low-paid people to help them accumulate funds for education, business start-ups or house purchase. And in his State of the Union address last year, President Clinton proposed the introduction of Universal Savings Accounts in which the Government would match the pension savings of every American earning less than $100,000 a year by up to $1,500 roughly #1,000.

New Labour's track record in importing Clinton's policy ideas is impressive welfare to work and the working-family tax credit both have Clintonite parentage. Note that another idea from the Smith Institute's seminar series the baby tax credit is billed as being included in next month's budget.

But the potential radicalism is how the grant or bond is paid for. The IPPR are minimalists, offering the idea on the cheap #650 million. But the Fabians, borrowing from the way Brown is trying to relegitimise welfare spending by directing help towards poor children, want a #10,000 per head universal capital grant to be paid for by an increase in inheritance tax to yield #6.5 billion so helping to relegitimise what is now close to a defunct tax. If the rich complain that to raise the cash recipients of gifts have to pay tax on what they receive over their lifetime and that the various dodges in which property is held in overseas trusts to avoid tax are simply abolished, then the political reply is obvious. Like the windfall tax on utilities, the proceeds will be earmarked to provide every young person in Britain with a fair start in life.

My view is that this simple idea could become as popular and politically incontestable as the minimum wage. Its philosophic roots lie in the best of New Labour thinking; the reinvention of the case for taxation, the anxiety to promote individual opportunity and the readiness to help those at the bottom who are prepared to help themselves.

Brown should not temper the impact of #10,000 per head capital grants by targetting them or insisting they are only available as matching funds for those who save. He should just do it. Maybe, just maybe, this could become one of New Labour's manifesto commitments. Here's hoping.
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IT WAS AN important event, and a sign of the changing times. The Smith Institute held the last of its breakfast seminars on inequality at Number 11 Downing Street last Wednesday. The subject? Offering a platform for another think-tank, the Fabians, to launch the idea of quadrupling the yield from inheritance tax and giving the cash back as a #10,000 grant to every British 18-year-old. Nobody turned a hair, and the questioning was mainly directed at how the proposal could be made more robust. And all in Number 11, albeit with an absent Chancellor.

It is a long, long way from the 1992 general election, giant Tory posters warning of Labour's tax bombshell and the gathering consensus that the only initiative the state could take on tax was to cut it. Spool forward eight years and the discussion intriguing insiders is how and when Michael Portillo politically the cleverest Conservative right-winger will rid the Tories of the incubus of their absurd `tax guarantee'. In one stroke the Conservatives have disabled themselves of any critique of poor public services, offering Tony Blair the political trump that whatever the Tories say, he can reply that under them public services would be worse because of their guarantee to lower the tax burden. Simple commitments to cut taxes no longer produce the political reward they did as both George Bush and Steve Forbes are discovering in the Republican primaries.

The roots of this are complex. In the US, a nine-year economic boom bringing record levels of consumption and lifting average per capita incomes to new highs means that the now no longer very demanding tax rates are seen as only marginal to individual prosperity. Indeed, the rich are now so rich and the middle class so well off that there is, if not a sense of guilt, at least an unwillingness to oppose initiatives which might do good for the wider community. Wealth on the scale now on display in the US, where chief executives earn 350 times the pay of a blue-collar worker, needs to be legitimised by a sense of noblesse oblige; fat cats wanting to be fatter still do not cut an appealing picture.

More than that, there is an awareness that when things are this easy for the rich and the propertied a feeling even more acute in Britain than in the US then the combination of high income and high wealth together confer huge social advantages that need to be levelled up if only to make the rest of society feel that it too has a stake in the gains from a market economy. As another sign of the times, a third left-of-centre think-tank the Institute for Public Policy Research last week rushed out its paper ahead of the Fabians, urging a cheaper variant of the same theme a #1,000 Opportunity Bond that could be given to every new born baby or every 18-year-old.

Both think-tanks use the same rationale: if common ownership is off the agenda then as wealth inequalities grow the Left has to find some way to democratise access to the advantages of ownership as a substitute.

Wealth and property matter in determining life chances. The wealthy give help to their children as they become adults by putting a down-payment on their first house, paying off part of their student loans or giving them a loan for their first business; the same advantage should be universally available hence the case for a capital grant (Fabians) or opportunity grant (IPPR).

The case is partly ethically and socially driven, but there is also a brutal truth. The operation of contemporary capitalism is widening the inequality of wealth. Julian Legrand and David Nissan, in their Fabian paper, note that the top 10 per cent's share of Britain's marketable wealth has risen from 49 to 52 per cent between 1982 and 1996; worse still, half of us owned 93 per cent of all the country's wealth. Nor is there any let up in the trends; share options and booming house prices guarantee that the rich will get wealthier still. Of course the younger you are the less you own, but the children of those who own nothing in the bottom 50 per cent are disastrously the worst off. It is not just lack of education or social networks that trap them in poverty; it is lack of any access to assets.

Already there are small-scale initiatives in both the US and UK beginning to nibble away at the problem. The British Government has already launched Individual Learning Accounts, where it makes a one-off payment of #150 to match an individual's contribution of #25 to pay for training for the low-skilled In the US, as the IPPR reports, 27 states now operate a fore-runner of universal capital grants individual development accounts in which the state matches dollar for dollar the savings of low-paid people to help them accumulate funds for education, business start-ups or house purchase. And in his State of the Union address last year, President Clinton proposed the introduction of Universal Savings Accounts in which the Government would match the pension savings of every American earning less than $100,000 a year by up to $1,500 roughly #1,000.

New Labour's track record in importing Clinton's policy ideas is impressive welfare to work and the working-family tax credit both have Clintonite parentage. Note that another idea from the Smith Institute's seminar series the baby tax credit is billed as being included in next month's budget.

But the potential radicalism is how the grant or bond is paid for. The IPPR are minimalists, offering the idea on the cheap #650 million. But the Fabians, borrowing from the way Brown is trying to relegitimise welfare spending by directing help towards poor children, want a #10,000 per head universal capital grant to be paid for by an increase in inheritance tax to yield #6.5 billion so helping to relegitimise what is now close to a defunct tax. If the rich complain that to raise the cash recipients of gifts have to pay tax on what they receive over their lifetime and that the various dodges in which property is held in overseas trusts to avoid tax are simply abolished, then the political reply is obvious. Like the windfall tax on utilities, the proceeds will be earmarked to provide every young person in Britain with a fair start in life.

My view is that this simple idea could become as popular and politically incontestable as the minimum wage. Its philosophic roots lie in the best of New Labour thinking; the reinvention of the case for taxation, the anxiety to promote individual opportunity and the readiness to help those at the bottom who are prepared to help themselves.

Brown should not temper the impact of #10,000 per head capital grants by targetting them or insisting they are only available as matching funds for those who save. He should just do it. Maybe, just maybe, this could become one of New Labour's manifesto commitments. Here's hoping.
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Plans are afoot to entice those elusive students into education with a bit of financial help, says Nick Tester

The government is going to offer every employed adult 150 quid from the public purse. The deal - catch, some might say - is that it has to be spent on learning and, to get it, you'll have to put 25 notes of your own down.

In a few weeks the government will unveil radical plans encouraging anyone over 19 years old, and in work, to dip into their pockets and take far greater responsibility for organising and funding their own learning.

Individual Learning Accounts (ILAs) are seen as the way they will develop a vested interest in pursuing education and training throughout their lives.

The learning and skills bill going through parliament will give ILAs legal tender in a mission described recently by David Blunkett, the Education and Employment Secretary, as keeping people `on track for achievement'.

The idea is everyone should be encouraged to save for learning, like they save for, say, holidays. One day, perhaps, in the ideal world envisaged by Downing Street policy beaks and the CBI, all further education will be funded in this way. But at the moment, under the ILA scheme, the state will give #150 to each person to spend on an adult education or training course - providing they first cough up #25 each to add to the `account'.

This money is unlikely to cover the cost of a full - or substantial part-time - course in, for example, legal studies. But it would pay the fees of short courses or evening classes in aspects of, for instance, IT, food hygiene and other occupational-related subjects. Discounts of up to 80% on course fees, and other incentives for certain types of learning will be available to boost recruitment targets and address skill needs.

Mixed results are emerging from the dozen pilot ILAs run by Training and Enterprise Councils around the country, who, so far, have managed to create the first 100,000 accounts. These trials are fuelled by #150m of government money pouring into one million student accounts by 2002.

An unpublished Department of Education and Employment evaluation says an Individual Learning Account will be `a learning account card' to `provide members with access to additional discounts on other learning-related products, such as books and stationary'. It will also be a source of information about `learning opportunities linked to other government initiatives' and a `mechanism to make it easier for employers to support employees' individual development aspirations'.

No public money is going to change hands, because the treasury feared some account holders would be tempted to take the money and run. Although the printed statement - or `learning record' - will show there's #150 in the account, the reality is that this is just a promise to pay if the individual follows an approved programme of study. The learning record will also summarise the learning and training undertaken and could be used by the `member' - as the DfEE calls the new cardholders - to demonstrate commitment to personal development.

These may be `virtual' accounts only, but they're a considerable improvement on an earlier plan, since ditched, to force people to pay first and then make them wait before being reimbursed.

With little real money at stake, it was not surprising that the high street banks - with the exception of the Coop - developed cold feet. Hence, ministers have been forced to tender for a customer service agency to run the accounts.

One of the more successful pilots is in north-west England, which reached its annual target of 12,000 ILAs within six months. Regional director Jeff Learman denied this was due to merely recruiting people who intended to study.

`No, the colleges focussed on other groups of people who were not thinking about education,' he said. `But you can't suddenly tell people in disadvantaged communities they should return to study and that this will fundamentally alter their lives. You have to entice them to learn.'

Another target group for ILAs, Mr Learman explained, was people in work, but with inadequate skills to go further up the jobs ladder. `ILAs are not going to fix everything. But the indications are that if you give people lots of support to learn, then they are more likely to remain in learning for a long time.'

He added: `With individuals putting their own money in the account, they are demanding more support and higher standards. They have a vested interest and more motivation to carry on learning.'

Bill Lucas, chief executive of the Campaign for Learning, a government-funded initiative, claimed ILAs and `personnel learning days' were overtaking cars as the main employment perk for high-flying employees in big companies like National Grid.

But Mick Fletcher, development officer at the Further Education Development Agency, remains sceptical about what ILAs are really trying to achieve.

`They could be a device to increase participation and combat social exclusion,' he said. `They might improve the responsiveness of colleges and private sector providers to people's training needs.

`Or they could be a lever to get additional financial contributions from individuals. No one is saying this, but ILAs could be a way to make people pay higher tuition fees.'

There are doubts, too, whether the accounts will actually widen participation, Mr Fletcher said. `So far the evidence shows the pilot scheme has been taken up disproportionately by people who would have paid anyway for education and training.'

Such uncertainties haven't discouraged ministers from demanding a national uniform system of ILAs. What has to be added up is how far the new framework will command universal status and pay dividends to people who are not fully paid up members of the lifelong learning culture.
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We must spend ten times more on learning, says Martin Yarnit

The 1870 Education Act has outlived its usefulness. We must throw off its baleful influence, if we are to move forward.

The truth is that its underlying elitist assumptions are as strong now as they ever were. It has helped to legitimise a class-divided education system, led by Oxbridge, fed by fee-paying schools, and subsidised by the majority who still leave formal education at 16 or even earlier.

What should we replace the 1870 Act with? The forthcoming Urban white paper provides an opportunity to redesign our learning system at the same time as we set about preparing the urban renaissance. Learning City Network has teamed up with the Local Government Association and the think-tank, Demos, to devise a Manifesto for Urban Learning aimed at shaping the government's thinking about learning's contribution to dynamic, wealth-creating, but inclusive and sustainable cities and communities.

Issues which go to the heart of this transformation are content, organisation and funding.

Learning how to learn creatively and critically is the key skill. A recent Demos study of new approaches to learning in Sweden and Canada shows that creativity is not an inherent talent, but a quality that can be learnt. Although still in its infancy, Microsoft's Anytime, Anywhere Learning (AAL) initiative, based on portable communications, shows the right direction. AAL classrooms are marked by a new sense of purpose with learners taking charge of their own learning.

And there are signs of a new system emerging, characterised by all-day, all-year, high-street or neighbourhood access, with effective guidance and support. Our aim should be an entitlement for all - prioritised to favour people without qualifications - to learning throughout life. If necessary, as Alan Wells has argued here, we should pay people to become literate and numerate. What we need is a push by government to bring a new collaborative system into existence and to give it shape.

Finally, there's funding. Moving to a mass education system will cost. And if education is that important, the tax system will have to be redesigned around it. Employers who take their company's learning seriously should be rewarded through the tax system too. A 10-fold increase in the value of Individual Learning Accounts, to #1500, might just begin to expand the market for learning. Martin Yarnit is a co-director of LCN - the Network for Learning Communities.
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`Are you tough? If so get out. I need buggers with intelligence.' In his book A Traveller's Tale, the writer Eric Newby recalls seeing this warning in wartime Alexandria, printed on the desk of the man who founded the Special Boat Section.

It ran counter to an old assumption that persists in civvy street today, that the brain is not the soldier's most important tool.

This popular notion that servicemen and women are simply trained to follow instructions mindlessly, even though modern warfare is a high-tech business, is one that the army is intent on shifting.

As civilian society becomes infested with jargon about transferable and key skills and lifelong learning, the army feels it has to persuade the world beyond the barrack gates that soldiers are eminently employable. And it needs to convince the troops themselves that they are picking up the right sorts of skills in their service careers to enhance their chances of getting work in civilian life.

The Army's Educational and Training Services (ETS), the former Royal Army Educational Corps, believes the answer lies in changing the ethos of service life. It wants to persuade all ranks of the benefits of learning, of using some of the time spent hanging around waiting for action in bettering themselves.

`An awful lot of life in the army is `hurry up and wait',' says Brigadier Patricia Purves, the army's director of education and training, and its highest-ranking woman. `Hours and hours and hours are spent on stand-by duty, waiting to go out on patrol, for instance.

`If there's an internet connection in the room, or if access to decent laptop computers with distance learning packages on them, some soldiers will make use of them.'

Brigadier Purves is not proposing an end to the soldier's traditional attachment to beer. But she is convinced that if the right opportunities are provided, soldiers will not just spend their free time in idle consumption or `lying on their bunks fully kitted out watching some TV programme while waiting to go out on the streets on patrol'.

Her hunch is supported by the enthusiastic use the Grenadier Guards made of five internet terminals during a recent tour of duty in Dungannon. They racked up a #500 phone bill for the quarter - and, no, not on mucky sites. The army also has opened a cybercafe at its base in Larkhill, in Wiltshire.

Computers and high-quality learning packages hold the key to change, says Lieut Col Tim Moore, one of her staff officers.

`We're very interested in what the University for Industry [learndirect] is going to do,' he says.

In fact, this autumn the 35 army education centres in Britain and around the world will become learndirect `spokes' around a `hub' at Darlington College.

Also by the end of the year, the ETS aims to set up a network of trained `personal development' officers to advise all staff on career progression, including suggested study course.

It is the intention that much more core military training will be delivered by computer. The same machines would be used to deliver everything from basic skills to higher education - anything soldiers want to learn. There will be no prescription, although Lt Col Moore stresses that anything the army puts its name to must be `gold-plated'.

`Our vision is that wherever a soldier is in the world, he will be able to get access to a system that will link him into whatever type of learning he's interested in.'

Some soldiers have always studied. Long before the present government came up with Individual Learning Accounts, the army provided cash support to personnel who wanted to take courses. One unofficial estimate suggests that 10% of troops are pursuing studies of one sort or another, from art appreciation to zoology. The Open University enjoys a fair take-up.

Army life, however, makes conventional study difficult. Last year, when Kosovo was blowing hard, 47% of the army was at some stage of preparation for active service.

It can be near-impossible to complete a college course and take an exam if you are suddenly posted overseas at short notice, says Brigadier Purves. Online learning gets round this obstacle.

`We want individual soldiers to improve their employability,' says Lt Col Tim Moore. `It's not just altruism. It makes good corporate and individual sense.'

Purves and Moore also play down the altruistic intent. The purpose of it, they say, is to produce a force best able to defend the nation. But behind these assertions you sense lurking the educator spirit, that people should learn for the sake of learning.

Officers and other ranks are quitting the army at an alarming rate. From last April to January, 11,204 - 4,270 of them in the infantry - left the army, whose full strength on January 1 was 109,831.

Part of the `outflow', as official military statistics call it, is down to a concern among soldiers who might be otherwise enjoying military life that the longer they stay in, the weaker their prospects become of finding cilvilian employment.

A recently published Ministry of Defence document setting out the armed forces' staffing strategy makes clear that they are not just committed to providing their people with a stimulating few years under the colours, but aim to lay the `foundation of a second career on leaving the services'.

As in civvy street, part of the knack is repackaging. What is it that can be extracted from core military training that can be matched to the sorts of skills that employers are always droning on about.

`How in heaven's name do you explain to a civilian employer what an infantryman is?' asks Brigadier Purves. `Trained killer? Not a lot of call for that.' Much better to highlight the problem-solving, decision-making and teamwork of soldiering.

Brigadier Purves curtly dismisses as myth the notion that soldiers don't need to use their noddles. `I want a soldier with a rifle on a checkpoint to be a thinking individual, not an automaton.

`He's got to know what his standing orders are, but he's also got to be able to make decisions - life and death decisions.

`We ask these young men and women in Kosovo to take decisions every day that could have serious political consequences.'.
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Since the election, the government has been developing a strategy to increase productivity in the UK to help meet its central economic objective of achieving high and stable levels of growth and employment. The productivity challenge: It is widely accepted that UK productivity performance has been poor. 

The government's strategy to address these weaknesses recognises they are all interlinked. It is therefore only by dealing with all these weaknesses together that the government will meet its productivity ambition. Competition: A competitive economy will drive up productivity by setting firms a sharp incentive to improve the efficiency with which they produce goods and services, keeping prices down and quality up. Improving competition in the UK economy: The new Competition Act 1998 came into force on March 1. The act revolutionises the enforcement of competition policy by enhancing the powers available to the Office of Fair Trading (OFT) to tackle anti-competitive practices and abuses of a dominant position. Empowering consumers: To gain the full benefits of effective competition, individuals need to be well-informed. This is why the government is improving the information available to consumers on what are often complex products. 

Enterprise 

Enterprise is about using resources - knowledge, people and capital - to seize opportunities. The government's job is to create an environment in which enterprise can flourish. This requires an underpinning of macroeconomic stability and vigorous competition. The aim of this government is to help each firm raise and achieve its potential by creating a ladder of opportunity for business that starts before a firm is even created and stretches up to the largest companies in the country. 

The government's aim is to help create an environment which inspires and encourages entrepreneurial activity in all sections of society. 

Raising the ambition and skills of young people will enable them to be successful in an enterprise economy, and is an important component in building an enterprise culture. From April, the government will introduce measures announced in the 1999 PBR to boost enterprise skills in schools and to make young people more aware of business and the opportunities that it presents. The new national curriculum will include a focus on enterprise and employment to improve the skills set of future entrepreneurs. This continues into higher education through the science enterprise centres. 

The government is supporting the launch of the national enterprise campaign in May, spearheaded by the Confederation of British Industry, the British Chambers of Commerce and the Institute of Directors. 

A joint DTI/Treasury review is also under way into the corporate insolvency regime. 

To give small firms easier access to the advice and support they need, the government is setting up a new small business service, which will be launched on April 3. It will act as a strong voice for small business at the heart of government. E-commerce: E-commerce has the potential to be of significant benefit to the UK economy and to both businesses and consumers. The sharpest spur to productivity, innovation and enterprise is competition. The internet intensifies competition by lowering barriers to entry, and increasing price transparency. As a new medium, the internet has sparked innovation, creating whole new markets and producing synergies between existing goods and services. Firms can benefit from shorter supply chains and reduced inventory costs. Consumers benefit from increased price transparency as a result of lower search costs; the ability to buy products direct rather than through intermediaries; and from higher quality services, available 24 hours a day, seven days a week. 

To ensure the UK economy benefits from the opportunities that the internet offers, the government has set itself the goal of making the UK the best place in which to trade electronically by 2002. There are some key challenges that need to be met in order to achieve this goal. In terms of connectivity large and medium-sized UK companies are, on average, performing well compared to other G7 countries. But small and micro firms are lagging behind. The government aims to get 1.5m SMEs online by 2002; with 1m actually trading online. 

Another key challenge facing the UK today is to ensure that the internet does not result in a digital divide - a country of IT-haves and IT-have nots. The government has set a goal of universal access to the internet by 2005. 

Finally, government itself must modernise so that it benefits from the opportunities presented by new technologies. The cross-cutting review of the knowledge economy being carried out in the 2000 spending review is looking at all aspects of government and e-commerce. It is being headed by the chief secretary to the Treasury and Patricia Hewitt, DTI minister for small firms and e-commerce. 

Skills 

To create and to benefit from an enterprise economy, the workforce has to have a high level of basic skills, and the ability to adapt to changing working practices. The lack of a sufficiently skilled workforce can prevent businesses from using new technologies and innovating, hence holding back their potential growth. Standards are rising in primary and secondary education, but the UK has further to go to deliver the levels of educational attainment that will support productivity growth and a more enterprising economy. 

To allow members of the workforce to adapt their skills so that they can continue to fulfil their potential in a changing working environment, the government is now implementing a national framework under which everybody 19 or over can apply for an individual learning account. People in England with an individual learning account will be eligible for 80 per cent discounts on computer literacy courses and some other specific types of learning, or 20 per cent discounts on a wide range of other eligible activities. Scotland and N Ireland will decide their own priorities. These discounts will be available from September 2000 when vocational training relief will be withdrawn. 

A new relief will ensure that employees with individual learning accounts pay no tax or NICs on their employers' contributions towards their learning, provided the employers make available such help to their entire workforce on similar terms. 

UfI limited (the company taking forward the University for Industry concept) will also seek to drive up demand for learning through the development of its consumer brand learndirect. The learndirect helpline (0800 100 900) has already helped over 1m people looking for impartial information about opportunities. 

Addressing the basic skills of people in the UK will not be enough on its own. The government also needs to ensure that young people have the mind-set to be successful in an enterprising economy, and that they are inspired and encouraged to do so. Young people need to understand and believe in self-employment as a career option, and be ready to do several jobs in the course of their working lives. 

To foster a spirit of enterprise among young people, the government is providing #10m to enhance education-business links from April 2000. As announced in the 1999 PBR, this money will: improve the quality of the existing infrastructure of education business link organisations; enhance teachers' professional development and improve the quality of work experience for pupils; and help to double the scale of enterprise programmes with a proven track-record of success. 

The government is also supporting the National Enterprise Campaign which will initially aim to encourage more entrepreneurial attitudes among young people by using entrepreneurial ambassadors as role models and mentors. Sir Alan Sugar and Sir Richard Branson will both add their weight to the campaign alongside several other well-known entrepreneurs including Martha Lane Fox and James Dyson. To complement the work of the campaign, the chancellor will publish a book later this year showcasing successful entrepreneurs and containing examples of how they got started in business. Its aim will be to inspire young people. Investment: The government's new macroeconomic framework combined with the structural reforms designed to raise the productivity of the economy, together create the very best environment for investment. The sharper stimulus provided by the measures to create a more enterprising economy should help Britain to reduce its history of under-investment. The government can also have a more direct influence on investment through the tax system and the institutional structures it creates. 

There are early indications that greater macroeconomic stability, the government's swift action to remove distortions and enhance incentives through the corporate tax system and confidence in the UK's future are having a beneficial effect. Business investment as a share of GDP has increased in recent years and should reach 14 1/2 per cent for 1999. This is its highest share since at least 1965 and means that for the first time since that date it is on course to exceed the G7 average. As the government's structural reforms take effect they will help to reinforce this investment performance, and help to reverse the UK's poor record. The tax system: The government has cut corporation tax rates to 30, 20 and 10 per cent, their lowest ever levels, and the lowest among major industrialised countries. The 10 per cent rate will take effect in April 2000 and enable 270,000 small and growing companies to retain more of their profits for re-investment and growth. The government has provided added certainty for firms taking long-term investment decisions by committing to keep corporation tax rates at this level or lower for the rest of this parliament. 

Capital markets 

The UK has long benefited from deep and sophisticated equity markets, enabling a wide range of companies to raise capital efficiently. Institutional investors - pension funds and life assurance companies - are key players in those markets, controlling around 45 per cent of quoted equity investments. The government is concerned that there may be factors encouraging institutional investors to follow industry-standard investment patterns which focus overwhelmingly on quoted equities and gilts and avoid investing in SMEs and other smaller companies. Public sector productivity: As well as setting macroeconomic and microeconomic policies to create the right climate for productivity improvements, the government is also a major agent in the economy in its own right. To improve productivity in the public sector, the government is focusing on service delivery in the 2000 spending review, as well as continuing to make best use of its assets and creating partnerships with the private sector through the private finance initiative (PFI) and public private partnerships (PPPs). 

Responsive services 

The spending review 2000 to be announced in July will produce spending plans that will ensure departments can deliver effective and responsive services, improve efficiency and manage their assets over the following three years. In setting the plans, the review is scrutinising departments' current performances against the targets set in public service agreements following the Comprehensive Spending Review in 1998. 

In its drive to improve productivity in the public sector the government continues to be advised by the public services productivity panel, a small group of senior business people and public sector managers. The panel, chaired by the chief secretary to the Treasury, was established for a year in the first instance. 

The government is now renewing the panel for a minimum of a further two years. The panel's advice is based on the detailed studies that it carries out into different areas of government. The studies are aimed at identifying and tackling key areas for improvement and at sharing good practice within the public sector. Partnerships: PPPs also bring with them new challenges for the public sector. It needs to learn to be a better and more effective partner, client and procurer of private sector services. 

Partnerships UK will be a new company jointly owned by the public and private sectors which will help the public sector build more effective, value for money partnerships with the private sector, continuing and building upon the work of the Treasury taskforce. The development of Partnerships UK's business plan is now well advanced and the business will begin operations later in the spring. 

The government is also taking action to raise its game in the way it procures goods and services across the board. The creation of the Office of Government Commerce (OGC) is central to this agenda. By drawing together central government procurement agencies into a single organisation and providing a new drive to improve performance, OGC will help deliver a step change in public sector procurement practice. Peter Gershon has recently been appointed as chief executive to the OGC which will be up and running from April 2000. 
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New figures show alarming drop in student enrolments. By Nick Tester

The latest - most crucial ever - enrolment figures for further education are to be published in the next week or so. They're likely to provide uncomfortable reading for education ministers applauded for the pledges to both widening and extending the range and number of people doing post-16 education and training.

Unprecedented levels have been hoisted. David Blunkett, backed by Tony Blair and Gordon Brown, has set an ambitious target of getting an extra 700,000 students into the sector by 2001/2, compared with 1997/8, when Labour came to power.

It's all great stuff and underscored by this year's extra #365 million, including big expansions of the Standards Fund, Education Maintenance Allowances and Individual Learning Accounts, and the introduction of the entire Connexions service. But these innovations will be judged by later statistics, not the ones poised to be published by the Department for Education and Employment for the 1999/2000 year.

Based on provisional returns sent in by colleges last autumn, these are expected to show that the government, despite all its fabulous exhortation and expense, is underachieving in a stark way. Its political enemies will also interpret the returns as showing that Labour has presided over two consecutive years of falls in further education student numbers.

Now, the last time such a drastic term of events occurred was in the twilight years of the 1970s.

Alarm bells first rang at the end of last year, when the DfEE released final data for the full 1998/9 year. Horror, these revealed that, instead of going up by a projected 2%, numbers had fallen by 1%.

Ministers, senior civil servants repeatedly warned college principals at a recent private meeting, are `disappointed' by this decline.

But Dr John Brennan, of the Association of Colleges, sees a wider picture. History, he explains, shows colleges have usually delivered what ministers over the ages have demanded. For instance, there was a staggering 50% rise in enrolments among 16-year-olds at further education colleges between 1988 and 1998 (from 24% to 36%). Above all, Brennan declares, colleges understand how they need to appeal to the 170,000 youngsters presently without any qualifications or work - the key target group for growth, ministers insist.

But Brennan adds: `There's a tension between increasing numbers of further education students and widening participation. Somehow or other this has to be resolved, because sometimes it might be impossible for colleges to do both simultaneously.'

Aiming at the most disadvantaged people is fine as a philosophy, but actually very hard to deliver in practice, Brennan says. And, apart from further education colleges, no other education sector is seriously rising to the challenge in the same committed way and against stiffer odds.

There are also economic factors at work. When people see abundant jobs around, they don't see the need to acquire more qualifications. And when companies are doing well and they think they have secure markets, they have far less incentive to retrain their staff.

Reports from some colleges confirm that enrolments this year are generally down, but up in some cases. Perhaps not surprisingly since further education funding is now being slanted at the most disadvantaged areas. There's evidence that colleges, in the most deprived parts of the country, are doing `something for something', in the words of the government.

In the other pocket, however, more affluent colleges, in more advantaged areas, who may nearly have reached their quota of potential students, are getting less money. Fewer students are now entering their front doors and more, lured by employment largesse, are leaving through their back ones.

There are bound to be recriminations, of course, and lots of harsh words in parliament too. Indeed, the Tories have sought to get off to a flying start, pointing to the fact that enrolments rose from three to four million during the last three years of their administration. Shadow Lifelong Learning Minister Tim Boswell claims that in the first three years of a Labour government, numbers stagnated at best, and slightly declined. This, he says, casts doubts over the ability of ministers to recruit almost three-quarters of a million additional students within the next couple of years.

`There's not much chance of them meeting the targets, even while I fully accept it's the most difficult people they're pitching at,' Boswell says. `But we got up to 3.9 million in our last three years. They've managed just 3.7 million in their first three.'

Nick St. Aubyn, Tory MP for Guildford and member of the Education and Employment Select Committee, believes it is `another case of the government's being all mouth and no delivery. Fewer people are in further education today than there were when the government came to power.'

He added: `Far from being on course to deliver, they are on course to disappoint hundreds of thousands of people who would depend on further education for their best chance in life - the chance of a job with a future.'

Malcolm Wicks, the Lifelong Learning Minister, faces his most serious political challenge. He'll point to the demise of demand-led franchising, or sub-contracting, which was mostly responsible for the rapid rise in numbers throughout the mid-90s, as the main reason for the temporary stagnation.

Yet this prognosis won't appeal to the many Tory MPs, who continue to believe they're the true godfathers of further education, after famously freeing colleges from the so-called `dead-hand' of local education authority control in 1993; and that they've been the genuine advocates of the sector ever since.

MP St Aubyn declares: `When the prime minister and the ministers pledged to increase the numbers in further education by up to 700,000, they knew that this curtailment of franchising was in the pipeline. Therefore, it is no excuse now to say that, because of the drop in numbers in franchising, the target cannot be achieved.

`We are entitled to ask how, from this stage, the government can achieve a 10% increase in full-time equivalent numbers in just over a year?'.
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GORDON CRAWFORD, chairman and managing director of London Bridge Software and for a brief period one of Britain's dot.com billionaires, has sold a #7.7m slice of his holding in the company, the market heard yesterday.

The value of his remaining stake - still nearly 49 per cent of the financial software firm - tumbled on the news as dealers interpreted the sale as Mr Crawford calling a top to the recent bounce. He sold 1.14 million shares at 675p, below the market price. Last night his stake was worth #552m, some way from the #1.3bn of just a few weeks ago.

The shares have halved in value since that giddy peak. The company this week effected a five-for-one share split, planned after the shares hit #78 in mid-March. They have staged a revival since news of a marketing partnership with the blue chip Sema Group last week, and observers still believe other partnership deals are imminent. But yesterday,however, the stock was knocked back down 50p to 705p. Sema Group, meanwhile, was a penny higher at 1,022p.

The FTSE 100 was in fine fettle all morning, trading around 50 points higher as the previous day's Bank of England decision to hold interest rates was cheered. But trading was thin as dealers waited for crunch employment data from the US. When that landed at lunchtime, with non-farm unemployment a tickle lower than anticipated but wage inflation in line with expectations, markets on the other side of the Atlantic were able to shrug it off.

Dealers say that a half-point rate rise when the Federal Reserve meets later this month has now largely been factored in. With the Dow showing a three-figure gain by the London close, and the Nasdaq well into positive territory too, the FTSE 100 was able to close up 39.2 at 6,238.8.

All the main London indices posted gains. The FTSE 250 was 27.3 points stronger at 6,279, while the techMARK 100 was 33.4 points to the good at 3,753.9 as investors sought out New Economy bargains. Lastminute.com was again in favour. It put on another 10p to end at 255p after Morgan Stanley yesterday added its name to the list of heavyweight brokers upgrading forecasts.

FII Group, the shoemaker promising to reposition itself as a technology company, was all over the place, by turns the worst and one of the best performers on the main market. There is mounting frustration that the company has gone silent on e-commerce plans first mentioned in January, said one dealer.

"It's all very well saying that you are interested in WAP, but you have to follow that up," he said. "You can't just say it and then go back to making shoes."

However, others were soon whispering that a deal is now imminent, and investors scented a bargain - pushing the shares back up to end at 120p, 14p stronger.

There were modest first-day premiums for investors stagging the day's new issues. Weston Medical rose 6.5p from its 170p placing price, while on AIM

Thomson Intermedia, the media monitoring company placed at 105p, closed at 122.5p. It was a less impressive debut for Cluff Mining, which has projects across Africa; it raised #5.4m in a placing, but shares fell from 220p to 205p.

Mano River Resources was unchanged at 8.25p despite saying it has made "encouraging" findings from diamond drilling in western Liberia. Yeoman, the satellite-linked map maker, was up 55p to 515p as investors warmed to its recent takeover of Laser-Scan. Dealers heard that a big institution had been in the market snapping up Yeoman shares.

SEAQ TRADES: 91,493

SEAQ VOLUME: 1.44bn

GILTS INDEX: 104.20 -0.29

SPORTINGBET.COM, the online gaming firm, suspended its shares at 144.5p on the unregulated Ofex market yesterday, ahead of acquisition news on Monday. Gossips suggest it will snap up a rival in North America. The firm has been expanding abroad as UK bricks-and-mortar betting giants start going online. Sportingbet.com is considering taking on new international brokers ahead of a move to the techMARK or junior AIM.

MAIN MARKET MOVERS

Fibernet 2,247.5p (up 310p, 16 per cent). Confounds its critics and turns in a profit; it made #1.5m in the six months to the end of February, after a #2.6m loss the previous year.

Marconi 896p (up 95p, 11.9 per cent). Impressive results from its French counterpart Alcatel lift sector sentiment.

ARM Holdings 718p (up 56.5p, 8.5 per cent). Value tech stocks stronger as Nasdaq adds to overnight gains with a rally during London trading.

Capita Group 1,642p (up 115p, 7.5 per cent). Wins the contract to administer the Government's Individual Learning Accounts, bringing in #50m over five years.

BP Amoco 588p (up 29p, 5.2 per cent). Chunky buying ahead of results.

Shell 527.5p (up 20.5p, 4 per cent). Broker upgrades prompted by Thursday's healthy first-quarter figures, with Warburg Dillon Read moving its price target up 50p to #6.

BAA 424p (up 14.5p, 3.5 per cent). Has sole negotiating rights to become operator of JFK and LaGuardia airports in New York.

Halifax 566p (down 39.5p, 6.5 per cent). Seen as a potential bidder for Friends Provident.

British Sky Broadcasting 1,639p (down 111p, 6.3 per cent). Profit taking ends media sector's recent rally.

WPP Group 975p (down 65p, 6.25 per cent). The on-off talks with Young & Rubicam are on again.

Aegis Group 170p (down 9p, 5 per cent). Media sector out of favour.

National Power 277.75p (down 11.25p, 3.9 per cent). Hits its lowest level since May 1993.

Scottish & Southern Energy (down 20.5p, 3.7 per cent). Continued profit taking after stock hit a six-month high this week.
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With your own venture capital fund you could plan a lifetime's training, argues Tony Millns

Rachel decides to return to work after a ten-year break raising a family. Let's say she is one of the million people promised an Individual Learning Account worth #175 by the government. She puts in a #25 contribution and receives #150 of state cash and decides to spend the money on a basic computer accounting course. She gets a part-time job with a local voluntary body and gets some experience of running an accounts system.

So far so good - but then Rachel looks at local pay rates and decides she should try to get an accountancy technician qualification. How does she get her hands on the money to fund a course which she knows will boost her future earnings and pension? Could she draw on the pension fund she has already contributed to before taking a career break? Her increased earnings in the future would rebuild her pension investment if only she could be a bit more flexible now ...

The government's offer of a million Individual Learning Accounts is a good start but does it go far enough to spark the kind of learning revolution which education pundits and economists alike think is necessary for the UK's international competitiveness?

The Institute for Public Policy Research, a centre-left think-tank, believes more radical solutions are needed to give people access to the wealth they will generate over the lifetime of earning and saving. Everyone should have their own venture-capital fund.

Take control of your life and career is the mantra of the growing army of personal development counsellors. Education and training is life-enhancing, empowering and one of the most powerful determinants of career success. Yet access to and funding of post-16 education and training remains substantially under the control of the state and employers.

The philosophy of individual control of one's own destiny led to the 1980s personal investment drive, which saw the introduction of Peps and Tessas, and the privatisations which aimed to establish popular capitalism by offering small investors a share of state enterprises. But this did not carry over into education and training.

Over the past five years, a succession of reports (Dearing on higher education, Kennedy on further education, Fryer on lifelong learning, the annual Competitiveness White Papers and the three reports of the National Skills Task Force) have argued that in the global knowledge economy, intellectual capital, skills and innovation will be more important than the traditional economic factors of capital, land and raw materials, and labour. Just as the stock-market value of knowledge-based businesses based on the intangible assets of intellectual property has overtaken that of businesses valued on physical assets, so national competitiveness will increasingly depend on human capital, and on people's ability to learn and to innovate by applying their learning.

That means that nations cannot rely on a well-educated and innovative elite alone. The overall level of skills matters. Every report contrasting the UK and Germany, for instance, makes the point about Germany's superiority in technical and vocational training and the contribution of this to industrial performance. When jobs depend on minds rather than materials, education and training count for even more.

As the Henley Centre for Forecasting has commented: `In the global marketplace it is societies, not economies, that compete.' Learning for all needs to be promoted by a partnership between individuals, state and employers. But the driving force must be individual motivation. People must want to learn and develop. And as with other forms of personal investment, a key way to motivate people is to give them more control and responsibility for their future.

So how can individuals take more control of their own education and training? The answer is to extend the concept of the Individual Learning Account into a Personal Development Account (PDA) based on an individual's lifetime earnings and savings to give real leverage to the cash one has to invest in education and training.

This could be done in phases, but the ultimate goal might be an integrated personal investment vehicle, one's own venture capital fund. A similar idea in America has the engaging acronym of USA (Universal Savings Account), and the Virgin One account appears to be moving in the same direction.

There are a number of options for a PDA. The first is to route part of the funding of further and higher education through an individual student's account, and to manage the loan element as well through the PDA. Turning the present Student Loans Company into the type of Learning Bank envisaged by the Commission on Social Justice in 1994 would throw a more positive light on investing in higher education. And making funding follow student choice would increase the market responsiveness of further education colleges and universities. If colleges eventually set their own fees, the case for buyers to have control of both state and individual purchasing power in their own fund becomes even stronger.

The second option is to look at an individual's lifetime earnings and savings, particularly in pension funds. Most of us are compelled to save in occupational pension schemes for 30 years or so of working life, but cannot access these accumulated funds until we retire - by which time it's a bit late to invest in learning for career development.

This is a passive and inert form of investment. Increasingly, with the trend towards money-purchase pension schemes, there is the possibility that individuals might draw down some of those funds during their working lives. The evidence is that, overall, education and training investment is repaid in higher lifetime earnings, so individuals who draw down cash from their pension into their PDA can top up their pension afterwards from their increased pay.

The third is to route employer training and development funds through an individual's PDA as part of the personal development plan process.

Three options are:

* a set percentage of total payroll to be spent on training and development

* an opt-in model, similar to pension contributions, where if employees put an amount of their own money in, it automatically triggers an employer contribution, say on a 1:2 or 1:3 ratio

* a disclosure requirement of amounts spent on training and development as part of a company's annual report, assessed against a sector benchmark.

These options would significantly increase the volume of funds flowing through an ILA/PDA over an individual's lifetime. This in turn might increase the interest among financial institutions, who have so far been lukewarm towards the ILA concept.

But what would be the incentives from the state? Corporation tax exemption for training and development spending is sufficient for employers. The government has already indicated that contributions through ILAs from employers will not count as taxable benefits for employees as long as all employees get access to training. Beyond this, there is a case for a tax credit for funds put into an ILA/PDA, just as you would invest in additional voluntary contributions to a pension or make donations to an educational charity.

If we are serious about the massive cultural change in becoming a learning society, we need to signal the need for investment in intellectual capital. We need to make it at least as good to put your money into your brain as into your bank. The ILA/PDA concept brings the two together.

Paying for Learning, published today by the Institute for Public Policy Research 0208 986 5488. Tony Millns is chief executive of Arels, the association of UK English language schools. He worked with Ron Dearing on the reviews of the school curriculum, post-16 qualifications and higher education.
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Higher - Different paths - Capital stuff - With your own venture capital fund you could plan a lifetime's training, argues Tony Millns.

Rachel decides to return to work after a ten-year break raising a family. Let's say she is one of the million people promised an Individual Learning Account worth #175 by the government. She puts in a #25 contribution and receives #150 of state cash and decides to spend the money on a basic computer accounting course. She gets a part-time job with a local voluntary body and gets some experience of running an accounts system.

So far so good - but then Rachel looks at local pay rates and decides she should try to get an accountancy technician qualification. How does she get her hands on the money to fund a course which she knows will boost her future earnings and pension? Could she draw on the pension fund she has already contributed to before taking a career break? Her increased earnings in the future would rebuild her pension investment if only she could be a bit more flexible now ...

The government's offer of a million Individual Learning Accounts is a good start but does it go far enough to spark the kind of learning revolution which education pundits and economists alike think is necessary for the UK's international competitiveness?

The Institute for Public Policy Research, a centre-left think-tank, believes more radical solutions are needed to give people access to the wealth they will generate over the lifetime of earning and saving. Everyone should have their own venture-capital fund.

Take control of your life and career is the mantra of the growing army of personal development counsellors. Education and training is life-enhancing, empowering and one of the most powerful determinants of career success. Yet access to and funding of post-16 education and training remains substantially under the control of the state and employers.

The philosophy of individual control of one's own destiny led to the 1980s personal investment drive, which saw the introduction of Peps and Tessas, and the privatisations which aimed to establish popular capitalism by offering small investors a share of state enterprises. But this did not carry over into education and training.

Over the past five years, a succession of reports (Dearing on higher education, Kennedy on further education, Fryer on lifelong learning, the annual Competitiveness White Papers and the three reports of the National Skills Task Force) have argued that in the global knowledge economy, intellectual capital, skills and innovation will be more important than the traditional economic factors of capital, land and raw materials, and labour. Just as the stock-market value of knowledge-based businesses based on the intangible assets of intellectual property has overtaken that of businesses valued on physical assets, so national competitiveness will increasingly depend on human capital, and on people's ability to learn and to innovate by applying their learning.

That means that nations cannot rely on a well-educated and innovative elite alone. The overall level of skills matters. Every report contrasting the UK and Germany, for instance, makes the point about Germany's superiority in technical and vocational training and the contribution of this to industrial performance. When jobs depend on minds rather than materials, education and training count for even more.

As the Henley Centre for Forecasting has commented: "In the global marketplace it is societies, not economies, that compete." Learning for all needs to be promoted by a partnership between individuals, state and employers. But the driving force must be individual motivation. People must want to learn and develop. And as with other forms of personal investment, a key way to motivate people is to give them more control and responsibility for their future.

So how can individuals take more control of their own education and training? The answer is to extend the concept of the Individual Learning Account into a Personal Development Account (PDA) based on an individual's lifetime earnings and savings to give real leverage to the cash one has to invest in education and training.

This could be done in phases, but the ultimate goal might be an integrated personal investment vehicle, one's own venture capital fund. A similar idea in America has the engaging acronym of USA (Universal Savings Account), and the Virgin One account appears to be moving in the same direction.

There are a number of options for a PDA. The first is to route part of the funding of further and higher education through an individual student's account, and to manage the loan element as well through the PDA. Turning the present Student Loans Company into the type of Learning Bank envisaged by the Commission on Social Justice in 1994 would throw a more positive light on investing in higher education. And making funding follow student choice would increase the market responsiveness of further education colleges and universities. If colleges eventually set their own fees, the case for buyers to have control of both state and individual purchasing power in their own fund becomes even stronger.

The second option is to look at an individual's lifetime earnings and savings, particularly in pension funds. Most of us are compelled to save in occupational pension schemes for 30 years or so of working life, but cannot access these accumulated funds until we retire - by which time it's a bit late to invest in learning for career development.

This is a passive and inert form of investment. Increasingly, with the trend towards money-purchase pension schemes, there is the possibility that individuals might draw down some of those funds during their working lives. The evidence is that, overall, education and training investment is repaid in higher lifetime earnings, so individuals who draw down cash from their pension into their PDA can top up their pension afterwards from their increased pay.

The third is to route employer training and development funds through an individual's PDA as part of the personal development plan process. Three options are:

* a set percentage of total payroll to be spent on training and development

* an opt-in model, similar to pension contributions, where if employees put an amount of their own money in, it automatically triggers an employer contribution, say on a 1:2 or 1:3 ratio

* a disclosure requirement of amounts spent on training and development as part of a company's annual report, assessed against a sector benchmark.

These options would significantly increase the volume of funds flowing through an ILA/PDA over an individual's lifetime. This in turn might increase the interest among financial institutions, who have so far been lukewarm towards the ILA concept.

But what would be the incentives from the state? Corporation tax exemption for training and development spending is sufficient for employers. The government has already indicated that contributions through ILAs from employers will not count as taxable benefits for employees as long as all employees get access to training. Beyond this, there is a case for a tax credit for funds put into an ILA/PDA, just as you would invest in additional voluntary contributions to a pension or make donations to an educational charity.

If we are serious about the massive cultural change in becoming a learning society, we need to signal the need for investment in intellectual capital. We need to make it at least as good to put your money into your brain as into your bank. The ILA/PDA concept brings the two together.

Paying for Learning, published today by the Institute for Public Policy Research 0208 986 5488. Tony Millns is chief executive of Arels, the association of UK English language schools. He worked with Ron Dearing on the reviews of the school curriculum, post-16 qualifications and higher education.

Mark leaves school with average GCSEs and no wish to do further education. He gets a low-level sales assistant job, but finds he has a flair for selling. His company gives him advanced sales training and promotion, which is repaid in the orders he brings in. In his late 20s he begins to feel that lack of formal qualifications is a handicap and decides to do a certificate and then a diploma course in marketing. He puts #400 of his bonus into a Personal Development Account, triggering an #800 pay-in from his company and a #100 tax credit. This funds both courses and leads to further promotion and higher pay.

Sima is the first girl in her family to go to university, and she wants to avoid being a burden on her parents, who run a small shop. She organises her fee payments through her PDA, gets an excellent degree and a job with one of the major consulting firms. After three years, her employers suggest she does an MBA, and she borrows part of the cost of this through her PDA. By her late twenties her PDA is in deficit, but her salary has risen rapidly and she knows she can pay off the amount outstanding in a couple of years.

Rufus is a computer wizard and launches his own company designing games while he is still at school. He decides that all the staff should do something mind-expanding but not necessarily directly work-related to keep their creativity high, and guarantees a payment of #600 from the company into individuals' PDAs if they put in #200 themselves. Most take up the offer and plan their own learning programmes - with an annual award voted on by all staff to the one considered the most inventive.
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STUDENTS should be able to raid their pension fund to pay for university studies, a leading think-tank said yesterday.

Borrowing against a pension carried little risk for most students, the Institute for Public Policy Research (IPPR) said.

Graduates could repay their personal pension plan using the premium from the higher salaries that their degrees would help them to earn. Professional courses later in life could be funded in the same way. The scheme could make available more money for education at a time when some universities want to raise fees to maintain standards.

"People will borrow in advance of higher earnings and repay when they materialise," Gareth Williams, of the Institute of Education, in London, said in a paper published by the institute. He argued for pensions to be linked to the Individual Learning Accounts starting in September for adults who want to return to study. Courses deemed to be in the national interest could be subsidised by the State.

(c) Times Newspapers Ltd, 2000.
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Mature students who need to pay for training and education should be able to raid their pension funds to meet the bill, according to an Institute of Public Policy Research report. 

The left-of-centre think-tank believes that the government's individual learning accounts will not provide enough for students and suggests they be topped up with premature withdrawals from pension funds. 

"If individualised learning accounts are to offer more than a marginal supplement ... individuals will need access to far higher capital assets than the very small sums so far envisaged," said Prof Gareth Williams, the report's author. 

The contracts could require students to raise contributions to secure the annuity at the previous level, when they complete the courses. In many cases, the IPPR argues, the training would increase earnings and lead to a bigger annuity. 

Copyright Financial Times Limited 2000. All Rights Reserved.  
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PUT yourself, for a moment, in the shoes of a person who does not know about Leo Blair. I grant you that it may be difficult, as a person who does not know about Leo Blair is unlikely to know about shoes, either. But you know what I mean.

You are, perhaps, Australian, Moldovan, Martian, and you have arrived at the House of Commons to see this Prime Minister's Questions, about which you have heard so much. The lady in the little wooden bus shelter is standing up and saying "Questions to the Prime Minister!"

A fat man rises to his feet. No, not fat so much as solid, thick-necked, hefty, like the farm labourers back home. The kind of man who wears a suit only when he is up in front of the judge for a breach of the peace caused by an overdose of tumbleweed brandy.

Could this be the famous Mister Blair? The man who revolutionised his party and tore Britain from the grip of the Conservatives' 18-year reich? He was certainly popular. The cheers of the men and women behind him shook the old building to its foundations.

"Madam Speaker," he said, "I have been asked to reply. The Prime Minister has been working throughout the night on exhausting domestic matters. I'm sure the country and the House will wish to join me in expressing warm congratulations to the Prime Minister, his wife and family, on the birth of baby Leo."

So now you are au fait. This British politics is not so tough, after all. And then the fat man says: "Six #12 ounces - now that's a killer fact!" And everybody laughs.

At this stage we had best leave our bewildered friend, for if he has never seen Prescott deputising before he will not have grasped what a revelation his performance was.

After the baby banter, talk turned to pensions and Prescott made another joke. Referring to an apparent disagreement between the Leader of the Opposition and the Shadow Chancellor, he said: "It seems that Hugh Grant and Elizabeth Hurley aren't the only ones going through a separation." Not a cracker, but punters at end-of-the-pier Cannon and Ball revivals have been exposed to worse.

There was another decent gag, about the seven million people who have visited the Dome being nearly as many as voted Conservative at the last election. It was such a good joke that when he told it again later the crowd laughed just as loudly. But then Prescott had some stooges in the audience. About 300.

Previously, he had always made a hash of PMQs. Last time he fell apart after a question on withholding tax, because he didn't know what it was. This time Timothy Boswell (C, Daventry) tried the same trick with individual learning accounts. Tories waited for Prescott to flail, their tongues hanging. But he knew what ILAs were, and he grinned. The cheer for his fluent answer could not have been louder if Leo himself had just crawled into the chamber, hauled himself on to the dispatch box and said his first words.

Not that anyone important was there to hear it. Machismo dictates that the Leader of the Opposition also sends in a deputy (in this case Shadow Leader of the House, Sir George Young). Charles Kennedy stayed away, too, and there was no sign of either David Trimble or Alex Salmond. The only party leader I could see was Martin Bell. His natural deputy must have been unable to stand in. But then Moira Stuart is a busy woman.

(c) Times Newspapers Ltd, 2000.
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Up front - Volunteering - A new breed of guardian angels - VSO used to be the stomping ground of the purely altruistic on their way to or from college. But not any longer - they now volunteer to improve their career structures.

Not-for-profit is big business. Volunteering is no longer purely about altruism, nor is it about teenagers going on work experience. It is a new paradigm which is becoming a formalised part of work: an alternative training ground for an aware employee base.

Volunteers Week, partly sponsored by the Guardian, runs from June 1-7. Events around the week are designed to raise the profile of voluntary work and thank those who give their time. The National Centre for Volunteering, which is spearheading the week, says that almost 22m adults volunteer each year and estimates that the total economic value of the voluntary sector is more thean #45bn a year, or, incredibly, the third largest component of Britain's GDP. This figure is calculated by multiplying the number of hours volunteered by an average salary of #10.03 a hour to come up with this total salary bill.

But increasingly, doing what used to be an act of selfless goodwill is becoming a consciously strategic move. Joining an organisation on an unpaid basis may be the only way an individual can change career direction, and allowing employees to volunteer may be the only way companies can retain high-quality staff.

In a national survey on volunteering carried out in 1997, just one in 10 of younger people questioned cited a desire to help their community as even a small factor behind their decision to volunteer, whereas nearly one in three was motivated by the chance to learn new skills.

Voluntary Service Overseas is one of the organisations which has done most to raise the profile of what might be called "professional volunteering". Its cinema and billboard advertisements are designed to appeal to mid-career employees who are looking to expand their job profile as well as being motivated by the more traditional reasons for doing voluntary work, such as helping others.

Traditionally VSO sent teachers, health professionals, engineers and builders to work, for no pay, for a two-year stint in a developing country. Worthy stuff, but most people had to abandon their jobs to take up a placement. So it set up a scheme whereby employees go abroad for a shorter period of time - six to 12 months - and their company not only guarantees an equivalent job on return, but pays the employee's mortgage, occupational pension and National Insurance contributions while they are away.

Michael Shann is manager of VSO's Business Partnership project. "It did take a while to convince companies of the benefits - it's a question of a difference of cultures. And we soon realised that we had to reduce the length of the placements and then they would be more willing to release staff. What we find is that working for VSO helps individuals develop their skills because they take on responsibilities they would not be allowed to in the UK, and they have an increased understanding of other cultures. Shell was the first to sign up and next came Andersen Consulting and HP Foods. We are now talking to the senior management of a number of other companies," he says.

The first placement under the Business Partnership programme, from Andersen Consulting, went to Nigeria this week. His job will be to identify ways in which subsequent volunteers can work with private sector companies in the country. The majority of other volunteers who are waiting to take up their places will go into IT, marketing and business advisory posts.

Accountants and management consultants PricewaterhouseCoopers actually talk about voluntary work as a "valid training solution". Staff are given time off in lieu to work for one or two hours a week in numeracy and literacy programmes in primary schools. They are also encouraged to identify personal development targets and are allowed to take paid two-month long secondments with charities where they will be able to work on specific skills.

Kate Pilgrim, who manages PwC's community affairs programme, says: "We keep charity details on our training database as well. If someone wants to improve, say, their presentation abilities, they can look on the database and find not only details of our in-house and recommended external courses, but also of charities such as Understanding Industry (a charity which teaches 14-16 year olds about how different industries operate) where they can take presentations. It helps the organisation, it helps the employee and it also helps PwC, as we get good feedback that our staff see us in a positive light because of the programme."

Volunteering may also be the only practicable "in" to a career. Journalism, youth and community schemes, the United Nations, environmental consultancies and charities themselves will often only give positions to people with previous experience, in a classically Catch-22 way. They would rather take on people with hands-on experience than graduates of expensive, albeit vocational, masters programmes.

Micheal Kostyn, an assistant director of the Design Museum in London, says it was his experience as a project manager with youth development charity Raleigh International which got him the job. "They spent more than half of my interview talking about Raleigh. They thought it had made me a better manager, had given me more experience of the world outside finance, had taught me to prioritise and showed that I could manage functions. I had all the necessary qualifications but the add-on got me the job," he says.

The government, which has backed the VSO initiative, is starting to tap into the idea of formalising the role of voluntary work through initiatives such as Millenniumn Volunteers and the New Deal Welfare to Work schemes. The Department for Education and Employment is mooting a full-scale research project into the link between voluntary work and increased employability. But the UK has yet to catch up with the idea of volunteering as social entrepreneurship and not just unpaid employees. At the moment, the only fiscal incentive to volunteer is that you are still entitled to claim the Job Seekers Allowance - hardly an income alternative - and even then you must still prove that you are actively seeking work.

The NCV is currently researching the possibility of rewarding people who make a valuable social contribution through a system of citizenship credits. Volunteers would have their credits paid into a virtual bank account which could then be used to pay for home help, could be accredited to individual learning accounts and even pension contributions. Australia operates a similar scheme and south London has its own version, modelled on the US community regeneration programmes called Time Dollars.

And there is still further to go. Next year is the UN International Year of Volunteers and the NCV will be launching an initiative to break down the barriers to voluntary work. Shazia Hussain, NCV development officer, adds: "We want companies to start evaluating the positive effects of voluntary work and to make it central to their human resources strategy."

Net network

* Voluntary Service Overseaswww.vso.org.uk

* The Prince's Trustwww.princes-trust.org.uk

* National Centre for Volunteeringwww.volunteering.org.uk

* Community Service Volunteerswww.csv.org.uk

* British Red Crosswww. redcross.org.uk

* Hospital Broadcasting Association (for opportunities in hospital radio)www.nahbo.demon.co.uk

Volunteering opportunities for older people:

* Reach - match retired professionals and executives with voluntary positions 0207 928 0452

* RSVP-offers a similar service 0207 278 6601.
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Seismic changes are on the way for youth services. Will they bring radical improvement, or simply spoil a diverse and delicately-balanced system? Report by Nick Tester

Imagine scouts swearing allegiance to David Blunkett instead of the Queen. Fanciful, perhaps, but not totally preposterous, as details of the government's massive shake-up of advice and provision for teenagers gradually take shape.

With every fresh exposition of the emerging regime comes the stark realisation that quite fundamental changes really are being planned. Whether these will be any good is another matter.

Ministers are reported to be nervous, recognising they're potentially vulnerable to accusations of behaving with heavy-handed authoritarianism. They've sought to counter any claims of re-moulding diverse and delicately balanced youth services to their own narrow whims, by setting in motion a number of pilot schemes to prove they're treading warily. They're also at pains to point out that the views of young people have been heeded in drawing up the grand scheme that is the Connexions strategy, soon to become a service.

Connexions sounds like the name of a respectable dating agency and, to a certain extent, that's what it is - brokering access for young people to a far more comprehensive and specialist range of services.

In part, there's also a financial imperative. It costs an average of about #58 to engage a young person in youth activities each year. The price of a place in one of the country's new secure training institutions - re-branded borstals - is about #100,000 a year. So it make sense to put some fences at the top of the cliff, so to speak, rather than assemble ambulances at the bottom.

At its most ambitious is the idea that the Connexions service will be able to offer something for every teenager, including flexible curriculum provision to include more citizenship studies and work-related learning, enabling them to make wiser career and lifestyle choices. There will be a special youth card containing details of their cv and the range of available work, training and leisure options. Individual learning accounts and education maintenance allowances are also part of an initiative designed to prevent any youngster, no matter how disgruntled or disadvantaged, slipping through a net of support, ministers claim.

Just in terms of human bodies alone, this net is formidable. Thousands of `personal advisers' and mentors, to comprise a new education profession, are being appointed to work in schools and further education colleges. They will encourage pre-16 attendance, provide information on post-16 learning and work opportunities, and offer subsequent support down whatever route youngsters take on the often rocky road leading to adulthood.

Well, that's the rhythm of the beat and it will be up to the recently-created Connexions National Unit, inevitably based in the Department for Education and Employment under the conductorship of Anne Weinstock, to ensure all parts stay in tune. Bids have just been invited for a private/public partnership to get it up and running.

It's a tricky task, because apart from national leadership, the Connexions service is designed to be delivered at both regional level - via the new Learning and Skills Councils - and locally, at the level of local education authorities. And all monitored by Ofsted.

The big issue, though, is about existing youth provision. Will the envisaged Connexions service improve the voluntary sector/local education authority domain, neatly dovetailing with it and enhancing its work? Or will it merely replicate what's already being done, and little else besides? Worse, could it result in a type of service that undermines what's already available - and even contribute to its own demise?

Leading youth organisations are concerned. Graham Clarke of YMCA England, warns: `If the adviser/ young person relationship is to be positive, it will need to be very carefully handled, be young people-focussed and ensure that young people are able to make their own decisions. If those decisions are made for them, or they are made to feel hounded by authority, it could well lead to resentment and further disengagement from society.'

Tom Wylie, chief executive of the National Youth Agency, worries that in the drive for a more comprehensive and coherent system of youth support, there could be a serious erosion of key values. `The Connexions service and the work personal advisers will be expected to do puts too much stress on guidance for individuals and not enough on the range of activities which are needed, not least by disadvantaged young people,' he says.

`There is no guarantee there will be sufficient and coherent local youth provision in place to which the Connexions support service can turn reliably for specialist help.'

Wylie is also concerned that an essential characteristic of the youth service could be diluted. `Responding effectively to young people requires services to take risks, to innovate and to learn from innovation elsewhere. It can be too easy to focus on the different settings for work with young people - the club, the college, the streets - and on the content or curriculum of what's on offer,' he says.

`Clarity of purpose and relevant content are important. But what will make this work are the values and skills of those engaged with young people, regardless of the setting or service in which they're operating.'

If the Connexions service is to get beyond cerebral concept and really make a difference, then it has to be designed to meet young peoples' needs, rather than what politicians or even education professionals imagine they need, Wylie adds.

Even then it may not go far enough. After all, you could talk to Kevin three times a week for three years. But all the expert advice given would be wasted if, at the end of the day, there still were no adequate services around to keep him occupied or, indeed, catering for his `holistic' development.

`There's a danger too,' Wylie warns, `of the partnership process being more about the practicalities of bringing diverse parties to the table to find an accommodation, than about a radical new service.'

Many government departments are involved in Connexions, yet some may not easily give up their sole control over different parts of present youth sector provision. Certainly the history of Whitehall collaboration is not a trouble-free zone.

Of course, Britain's scouting movement will continue to swear allegiance to the Queen. But it will also have to heed the commands of her education ministers determined to create a youth service that's more efficient and uniform.
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IT'S a bit of a facer to be told that you are ineffective, misleading, under-performing, and, despite your very best endeavours, signally failing to make an impact on people's lives.

Yes, the journalists have been given quite a roasting in the biggest survey yet carried out on the Scottish Parliament after its first year in business. It seems we have been producing flimsy sketches and sensational headlines at the expense of imparting information. Surely not?

The only consolation is that the politicians have come off even worse. The survey claims that 80 per cent of Scots reckon the Parliament has made no difference whatsoever to their lives, and most MSPs remain largely unknown to the public. This, according to the usual hostile sources, demonstrates that the whole thing has been a lamentable failure.

This is all thoroughly unsurprising. After all, any poll that asks people what they think of politicians - or journalists - tend to come up with answers that are either unprintable, or best summed up as "a waste of space". I wonder what the results would have been for Westminster? And after all, if 80 per cent think it has made no difference, 20 per cent - nearly a quarter of the population - think it has. That's quite an achievement.

No, the bit that plunged us all into a bit of a gloom up on the Mound yesterday, was the recognition factor - or rather the lack of it. The idea that people still haven't latched onto Ross Finnie after all this time being compared to Captain Mainwaring and speaking in a terribly deep voice - it's just not fair. And what about Tommy Sheridan and his permanent tan? Or Annabel Goldie with her delicate little sexual allusions; Dorothy-Grace Elder, whose microphone has to be switched off to shut her up; and Robin Harper, Britain's first Green MP, still pinching himself in disbelief at being there?

Do you mean to say that nobody's watching this little soap opera we've established up here, with its much-loved, dysfunctional cast of characters, and its teasing story-lines? "Jim, this is a job for big man - and Jim, I don't think you're that man" ... "Alex, it's not your enemies I'm worried about - it's your friends" ... "who the hell cares about Section 28 anyway, I - aaaargh!"

All this may account for certain low-key mood in the chamber yesterday, as MSPs tried their hardest to make an impact and gain a little recognition. It was not easy. The Education and Training (Scotland) Bill is not the kind of thing that sends the blood racing through the nation's arteries. Lifelong learning may one day make an impact, but by its very nature, it's going to take a lifetime to do so.

Nicol Stephen, for the Executive, who at the best of time is hardly Mr Charisma, failed to excite us with his talk of Individual Learning Accounts. We shifted uncomfortably as Alex Neil called for help to be given to "males over 45 who are becoming economically inactive" - that is most of us.

And we were simply baffled when Fergus Ewing spoke of those people who cannot find a plumber in the Yellow Pages. Doesn't he know that nobody can find a plumber in the Yellow Pages, especially at three in the morning when the pipes have burst.

But just as we were concluding that, sadly, this may have been an impact-free zone, came one of those moments that make the whole thing worthwhile.

John Swinney, the SNP deputy leader, made a remark of such withering condescension that in the press gallery we hugged ourselves with glee - not least because it was directed against one of his colleagues. Fergus Ewing - a member of the Ewing tribe, and therefore not wholly in sympathy with Mr Swinney, a moderniser - had been making a plea for people in the Western Isles to be given travelling expenses to get to their place of learning.

"I have never," said Mr Swinney mildly, "heard Fergus Ewing make a more reasonable speech in my life." Oh, you could write volumes about that comment.

Impact? It hurt.

(c) Times Newspapers Ltd, 2000.
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Jobs&Money - Student finance - Train yourself to do without a degree - While graduates enjoy more choice, job security and higher salaries, there are still real prospects for others to gain qualifications and make a career impact. Jessica McCallin sets out the options.

To get a degree or not to get a degree? That will be the question on many a young person's mind this week. Some will have got disappointing A-level results and may be unable to take up a university place unless they re-sit. Others may be put off by the cost of going to university, while the prospect of yet more study will discourage the exam-weary. And there are always those who, at the tender age of 18, don't know what they want to do with their lives and are putting off thoughts of higher education until they do. Similar thoughts will be running through the minds of the nation's 16-year-olds. Faced with the choice of staying at school and doing A-levels, leaving to do a vocational course or leaving to get a job, many will, understandably, be confused. But what does the future hold for non-graduates? The short answer is less money. According to the Higher Education Career's Service Unit university graduates in their early 20s can expect to earn 29% more than their non-graduate peers. As they get older, the wage differential widens. By their early 40s, male graduates will be earning 66% more than men who didn't go to university and women graduates 87% more than their female counterparts. To put a figure on it: graduates can expect a starting salary averaging #15,500 if they are male and #13,800 if they are female, while non-graduates will get only around #12,000 if they are male and #10,100 if female. By the time they reach their early 40s, male graduates will be taking home around #35,000 a year and female graduates around #25,000, while non-graduates of the same sex can expect salaries of around #20,000 and #14,000 respectively. You can prosper without a degree, of course. With A-levels in law, English and sociology, Direct Line PR executive Katharine Watson qualified for university, but the prospect did not appeal. It was only when she moved to London from Devon that she found enormous prejudice against non-graduates. "Some recruitment agencies wouldn't even look at me," she says. "Two and a half years' work experience did not seem to count." When she finally landed a job with Bell Pottinger PR 24-year-old Katharine felt the need to get some qualifications and took a Communications, Advertising and Media certificate through part-time study. Now "up there with the best of them" in salary terms, she does not regret going straight into the world of work. Her advice to other non-graduate job-seekers: "Don't be fazed. It takes perserverance and there will be knock-backs. Be focused on the area of work you are interested in. You have got to have determination to be successful." Even so, university graduates are much less likely to be unemployed. Spring 2000 figures from the Department for Education and Employment (DfEE) put the unemployment rate for those with first degrees at 2.4%, roughly half the national average of 5.6%. On top of this, graduates seem to get more holiday time - at least in their early 20s - working around 10.2 months a year as opposed to the 11 months worked by non-graduates. But it's worth remembering that there is far more to further education than a university degree. Vocational A-levels will be launched next month, covering a wide range of subjects including art and design, engineering, information and communications technology and media, arts and entertainment. These will be available through secondary schools and colleges and will be followed by vocational GCSEs in September 2002.

National Vocational Qualifications (NVQs), available through further eduction colleges, are another option, usually taken by people who already have some A-Levels. Offered in a wide variety of subjects, NVQs are designed to develop the knowledge, skills and understanding needed for work in a broad occupational area. They also focus on developing the all-important "employability" skills: the basic keyboarding, presentation and communication skills which companies say are all too lacking among today's youth. If a particular industry or sector appeals to you, an NVQ should give you enough understanding and confidence to get your foot in the door. And while apprenticeships may evoke images of the sweatshop conditions described in a Charles Dickens' novel, modern versions are available in more than 80 sectors including accountancy, air transport, electronic systems, insurance, security and the water industry. The government has also launched a scheme called Learndirect to promote the concept of lifelong learning. The scheme offers 300 courses on subjects as diverse as keyboarding, business and retail which can be studied over the internet or at a regional Learndirect centre. More details can be found atwww.learndirect.co.ukor by phoning 0800-100-900. Your local library and job centre should also be able to help you with finding a course. If money is a problem, individual learning accounts (ILAs) which give you up to #150 to put towards the cost of a course should help. However, evening and part-time courses, especially those offered by local further education colleges can be very good value and it's worth shopping around not only to find the cheapest, but to find the most suitable. It's also worth remembering that many colleges let students pay in instalments, helping to spread the burden.
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A company is only as good as the people it employs so keep those skills up to date, says Rosalind Renshaw

In a world where keeping office skills bang up-to-date has never been more vital, the good news is that most employers will foot the bill - even if it takes a little persuasion.

In some cases, companies even find that being able to offer training is key to recruiting and retaining office staff, says Mike Cannell, an adviser at the Chartered Institute of Personnel and Development.

"The message is getting through to employers. They are beginning to understand that their performance is only as good as the people they employ. Training is the most important thing they can do, for themselves and their staff."

In enlightened firms, the word "training" has become almost defunct: "It is now seen as development - beneficial for the company and the individual," says Mr Cannell.

The traditional approach to training - in which managers saw it as a quick fix for an immediate skills gap - no longer applies, says Iain Lovett, of training group Hemsley Fraser. Instead, individual employees are planning their own "learning" and good employers tend to support personal development plans because they know that growing people properly into roles will turn them into prime assets. "The idea of doing the same job day in and day out is gone," he says.

Essential skills typically include Excel, Powerpoint and the Internet, for research. But secretaries and PAs are increasingly managing events and people, office e-mail systems and budgets. Some are even involved in corporate marketing and design work.

Employers are clearly getting the message that training staff is to their benefit. Hemsley Fraser, with training facilities in London, Edinburgh, Manchester and Birmingham, says that "in 99.9 per cent of cases" the company pays for secretaries and PAs to attend its courses.

It is larger companies, however, who have the budget and commitment. Smaller and medium-sized employers might see it as expensive and time-consuming. In this case, the key is to focus on the benefits to your manager, team and company.

"Show them that by investing in you and your skills you will bring value back to the company," says Nigel Jackson, of Hemsley Fraser.

"It helps if you can also be specific. For example, we have had secretaries on courses because they have convinced their employers that they cannot manage the Internet without relevant training."

Another option is a new Government initiative, called individual learning accounts, which offers 80 per-cent funding for a course - provided it is IT-related and you are over 19.

Trainees can apply for Government funding, with employers often happy to chip in the balance, says Sophie Byatt, of Pitmans Training. It must, however, be the individual's own idea to embark on the training, not the company's.

In the last resort, if your employer turns out to be a dinosaur who does not believe in training, it is still possible to train at someone else's expense - most good temp agencies have excellent free training facilities.

THE CASE FOR TRAINING

Use appraisals and reviews to introduce the subject of training to your employer.

Rehearse what you plan to say, so that you can explain clearly what you want to achieve and how it will benefit the company.

Persuade your manager of any genuine shortfalls in your skills that can be corrected by proper training. For example, unfamiliarity with spreadsheets or the Internet.

Be realistic about what you can achieve and the timescales involved.

Draw up a personal Strengths, Weaknesses, Opportunities and Threats (SWOT) list. Examine your existing skills, the gaps identify the opportunities that training could give and what would happen if you continued to lack knowledge in some areas.

Ask yourself a series of questions, for example, what skills are you lacking, what skills you need most and in what direction would you like your career to move? A good employer should be keen to develop you.

With your manager, set yourself targets and make sure that you keep them under review.

(c) Times Newspapers Ltd, 2000.
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The government is to give small businesses cash bonuses if they can get three-quarters of their employees to take subsidised training programmes. 

David Blunkett, education secretary, wants to give the money to small and medium-sized enterprises that encourage workers to open Individual Learning Accounts. Workers can use the accounts - each of which comes with #150 of public funding - for discounts on courses. 

"I want these accounts to be as common as supermarket loyalty cards," Mr Blunkett will tell employers at a conference today in Sheffield. He also wants those who run businesses to take advantage of tax relief open to them if they pay for training through ILAs. 

Mr Blunkett will set a target of 1m workers with accounts by 2002 - three times today's total. 

The initiative comes as the government prepares to launch the Learning and Skills Council, which will control #6bn in public funding on post-16 training and education. Mr Blunkett will announce 14 appointments to the council today. 

"Jobseekers won't even consider employers, either big or small, who do not offer training, but often it is the small firms that do not have the human resources or personnel departments," Mr Blunkett will say. 

The Department for Education and Employment will try out the bonus scheme in areas to be announced shortly. Companies with 25 employees or fewer will get #500 to spend on training if they can get 75 per cent of staff to open ILAs.  

Individual Learning Accounts - In business - In Brief.

By Edited by Fran Littlewood.
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Small firms could receive #500 cash bonuses for encouraging employees to open Individual Learning Accounts, under proposals outlined by David Blunkett, Education and Employment Secretary. Individual Learning Accounts allow people to borrow and save for investment in their own learning. Firms with fewer than 25 staff would receive the bonus if employers persuaded three quarters of staff to use the accounts.

(c) Times Newspapers Ltd, 2000.
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TO ASSIST individuals in acquiring new skills for use in their working lives, a new tax scheme has been introduced: The individual learning account (ILA), which can be set up by any adult in work or still in education.

The idea is that these accounts will eventually operate in a similar way to bank accounts.

However, in the early days of the scheme, it is more likely the local Training and Enterprise Council (TEC) will run them. Individuals deposit funds in the account, and both TECs and employers can also make contributions.

One of the advantages is that where the employer contributes to the account, the employee does not become liable to tax and National Insurance on the payment.

The individuals holding the accounts will be entitled to a 20pc discount on eligible course fees, up to a maximum of #500 on each course. Money in the accounts can be spent on learning materials, and if the learning is work-related, the costs can include careers advice and guidance.

City - City Comment - Brown footles for Bootle before all the election `agrimony'.
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WHAT can Gordon Brown have been smoking? Yesterday he presented a Budget for agrimony. The OED defines this as a genus of plants such as hemp agrimony, better known to the police as cannabis. He has found more money for what he called "agrimony compensation for arable producers".

At last, a way for farmers to make money without having to deal with the Common Agricultural Policy. If they can get a decent consumer market going for their agrimony, Mr Brown would surely tax it. Just think of all the schools and hospitals it would pay for.

There was not much else he could do for the waterlogged farmers, since they don't pay tax on their fuel and are making no profits. He has exempted tractors from road tax, so any week now the Fulham Road will resound to the clatter of them taking bankers' children to school.

Mr Brown loves these footling measures. He had plenty more of them yesterday, like scrapping stamp duty on houses in depressed areas - a footle for Bootle, perhaps, since nearly every house there is below the threshold for the tax - and cutting VAT on church repairs. Mind you, he needs permission from his masters in Brussels, and those bankers in Fulham will be quick to consecrate their houses if he gets it.

After the agrimony came the duty frees, across the board on all fuels. Don't hope for these at the airport, though. It is the Brownian way of saying that he is not putting up petrol tax this time, or next time either, unless the oil price comes down enough for us not to notice.

His gift for obfuscation was seen here at its finest. He blustered on about the environment, green fuels and Kyoto, spreading a thin oily film over his previous pledge not to cave in to the protesters' blackmail. These terrible people were prepared to see hospitals shut and patients thrown into the streets, all for the sake of 3p off a litre.

What was Mr Brown's response to this monstrous suggestion? It was to take 3p off a litre of diesel and leave the patients where they were - just as the Tories had suggested. The hapless motorist will see no change, because low-sulphur petrol costs about as much more to make as the tax cut.

If he has scrambled off the hauliers' hook, the pensioners had him strung up. Giving them an increase worth less than four second-class stamps was tactless, even if it complied with the rules. The rest of us are now paying for his mistake, writing a cheque to each pensioner for #200, with "Please vote Labour" on the back. This is called the winter fuel allowance, with Gordon playing King Wenceslas. It is more eco-friendly than the original version, since the recipient need not burn wood or coal, which would create more greenhouse gases.

Instead, the money could go on whisky, which keeps you warm and reinforces the Chancellor's revenues. Just seconds before, he had scornfully rejected suggestions that the over-75s who have better things to do than watch TV should get cash instead of their "free" licence.

At this point in his speech, Mr Brown's nose seemed to extend like Pinocchio's, as he solemnly asserted that he would not give money with one hand and take it back with another. He had spent the whole Budget doing just that.

This is his style as Chancellor. As usual, it was impossible to follow him through the thickets of pension credits, minimum income guarantee and pensioner tax arrangements. What pensioners need next is a tax credit for their accountants. He is already bringing in a children's tax credit, suitable for accountants' children.

We must now brace ourselves for ministers visiting the regions with good news about reform of tax incentives, the joys of Community Development Venture Capital Funds, the New Deal for those few people without jobs who still want them.

This is on top of the Capital Modernisation Fund, Vocation Tax Relief and Individual Learning Accounts - oops, sorry, those were in the 1999 Budget. Whatever can have happened to them?

One way of decoding a Brown Budget is to spot what it leaves out. He said twice that the direct tax burden on the typical family would fall below 20pc. He did not say whether his calculation included National Insurance, and it obviously excluded his indirect stealth taxes. It is a safe bet that next year, as this year, his typical family will be working for him until the end of May.

The grim truth is that Mr Brown really believes this is how it ought to be; he knows better than we do how to spend our money. He even treated us to a moving little homily about cheap drugs for sick people in poor countries, though presumably not agrimony. Tax incentives and spending measures are needed here, he says. Does he tax these drugs now, and in any case, what is it to do with him?

Perhaps he is extending the reach of the Chancellor, just as he is extending the meaning of the language. He teased the Tories for their suggestion that public spending should grow no faster than the economy. This, he said, would result in cuts of #16 billion (closed hospitals, patients on street, etc). What he meant was that public spending would merely rise, rather than soaring into the blue. It's hardly most people's idea of a cut.

This Chancellor has given up using Budget speeches to explain his Budget. They are party political broadcasts, delivered with all the grace and humour of the speaking clock on speed.

This one is timed six months ahead, when at the third stroke, there will be a general election, fought out with all the usual agrimony.

neil.collins@telegraph.co.uk

THIS was a Budget long on stability but short on prudence. That, at least, is how it looks to IG Index, the bookies. They quoted spreads here yesterday on how many times the Chancellor's favourite words would appear in his speech. Prudence was at 5-6, so that you should have bought her if you expected her to get more than six mentions.

In fact, she only scored four - overtrained and tired, perhaps - so those who had sold her at five were in the money. Productivity had a productive day, quoted at 2-3 and scoring five. The big winner, though, was stability, also available at 2-3 but fairly scorching up the track with a brilliantly tedious run of repetitions to end with a score of 11.

Those who shorted the euro made money as usual. Quoted at 3-4, it failed to get a mention. In Gordon Brown's next Budget speech, Wim Duisenberg will have to intervene.

Education, training, training.

By David Walker.
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The chancellor's pre-Budget report was accompanied by a Treasury document which emphasises the importance of productivity

David Walker

The public spending announcement this week with most significance for the country's future was not the chancellor on pensions - politically nifty though that was. It came instead from Education Secretary David Blunkett and referred to those shadowlands, out of the public's sight, where most of the nation's young people acquire skills - or not, as is too often the case.

Mr Blunkett upped, by #600m to #5.5bn, the annual budget of the learning and skills council due next April to take over from the Tories' training and enterprise councils. In fact it will not be much different. It too will deploy business folk on local committees answerable to a national council, charged with spending public money across the field of post-16 education (including school sixth forms). Its mission is a typical New Labour mix of aspiration (fulfilling the potential of young people who might otherwise lose out) and economic functionalism.

Just why further and vocational education are so important is spelled out in a Treasury document published with the pre-budget report*. It is productivity. Other countries extract more from their people - 45% more per head in the US, 18% in France, 11% in Germany. `If the UK were to match the productivity performance of the US,' Gordon Brown told industrialists this week, `output per head would be over #6,000 higher.' Enough to buy a small, low-sulphur petrol guzzling motorcar each.

Back in the mists of time when Labour was last in power, workers' capacity to produce was held to be something governments could do something about. There was even a Whitehall department called `employment and productivity'; Harold Wilson's memoirs are spattered with references to raising the nation's skills. Largely a dead duck under the Tories, productivity has been enjoying a renaissance in official circles.

The intellectual underpinning is - this is the phrase that got Mr Brown into trouble for pretentiousness when he first uttered it - endogenous growth theory. In this post-socialist world, it says, the state cannot do with the private enterprise economy. It must squeeze into a fiscal corset, keep its hands off interest rates and make sure markets are competitive ... not much beyond that except maybe education.

The trouble is no one is quite sure whether there is any stable relationship between state spending on schools and colleges (increasing by 5.4% a year in real terms between this year and 2003-4) and economic achievement. What we do know is that the Germans did well in the era of manufacturing thanks to their strong tradition of apprenticeship and vocational training.

And the Americans seem to have a good training formula for the hi-tech age. Look at the chart. The US has only limited numbers of workers with German-style `intermediate' skills but American productivity has lately been up, up and away. That is, it seems, down to an American propensity to innovate as well, of course, as having more productive machines and equipment.

The vast size of American universities ensures there are more Americans with degrees but also, oddly, large numbers lacking skills. Despite the lack of hard and fast associations between skills and success, some are passionate believers that the state must do more. DeAnne Julius, an industrial economist and member of the Bank of England's monetary policy committee, calls workforce skills `the biggest microeconomic challenge we face'.

Some of her purist colleagues might dispute the collectivist language - decisions about training, they say, are down to individuals and their employers; the state's past efforts at matching people and jobs have not been successful. Labour half accepts that. Its experimental `individual learning accounts' let school leavers choose where they spend their #150 grant. The University for Industry, on the go from next year, is meant to utilise the internet and a string of local access points to help unemployed people gain certs and skills online.

Productivity also depends on how well companies tool themselves up. Mr Brown has been a devotee of tax credits, especially for internet-related investments by smaller enterprises. This week he added further bells and whistles to a tax code looking, say critics, more and more like a Christmas tree.

Official theory says the state can make markets work better. Liberal economists dispute that, saying government should stand back from the labour market and let firms employ (and fire) whom they want, when they want. Apart from the fact the Germans and French manage high levels of productivity amid a highly regulated labour market, beating workers into submission does not sound a civilised mission for a left-centre government.

The Treasury paper is noteworthy in its succinct summary of this government's economic beliefs - `Brownism' you might say. It proffers a long list of measures to enhance competitiveness, handmaiden of productivity. Capital markets work better because corporation and capital gains tax have been lightened and investors been bribed to be more `enterprising'; the banks have been threatened via the Cruickshank inquiry. Yet it is all curiously tentative, as if Labour were riding a beast without much confidence in the reins. Brownism amounts to a curious amalgam of bribery and cajolery with only a hint of a mailed fist in the chancellor's glove. And more subsidised skills training.

*www.hm-treasury.gov.uk/pdf/2000/productivity7-11.pdf david.walker@guardian.co.uk.
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Before the season of goodwill East London-based recycling outfit Office Green has joined forces with WWF, the global conservation organisation, to encourage recycling of spent printer toner cartridges. The company has offered direct collections from businesses interested in taking part. Individuals can also deliver spent cartridges to small charities, which will receive a donation for the number of used cartridges collected and sent to Office Green. It has also launched Operation Squirrel, a programme for schools and voluntary organisations, which will receive as much as #40 in donations for every 20 cartridges sent to Office Green. Along with toners and ink cartridges the Office Green collection service will also collect used office machines including copiers, pcs and fluorescent light tubes. For more details call freephone 0800 833480 orwww.officegreen.co.uk.

Following the launch of Individual Learning Accounts (ILAs) by the Department for Education and Employment (DfEE), doublecuff.com, a recruitment website, is now offering free access to online training courses. The website has teamed up with iLearn to provide online learning that offers one year's unlimited access to its entire range of professional development and IT skills courses. To be eligible, applicants must be aged 19 or over, UK residents and in receipt of no other training grants. They can register online for an ILA account number atwww.doublecuff.comthrough an iLearn link on the website.

Supermarket giant Asda this week announced plans to give new grandparents extra time off work. Older workers will now be entitled to an immediate unpaid seven-day break following the birth of a grandchild. The impromptu holiday can then be followed up at any time with three months extended leave so they can help their family following a new arrival. The company said it decided to review its policies after noticing that many of its 14,000 workers over the age of 50 were forced to take annual leave following the birth of a grandchild.

Elsewhere pensioners' regulator OPRA has published a guide to information disclosure in occupational pension schemes. Scheme members, prospective members and recognised trade unions have a range of rights to information about occupational schemes from individual benefit details to the scheme documents, such as trust deeds and annual accounts. For a free copy ring OPRA on 01273 627600.
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Universities are to press ahead with radical proposals to boost income - which could include top-up fees or graduate taxes - despite the government's decision to increase annual public funding by #1bn within three years. 

Professor Sir Howard Newby, president of the universities' representative body, said that despite that commitment, at least an extra #1bn a year would be needed to meet the government's goals. David Blunkett, education secretary, has said that by 2003-04 higher education funding would be #6.4bn - a 10 per cent real terms rise. 

"It's true that the tide does appear to be turning after many years of cuts in the unit of resources," said Prof Newby, but he insisted that there was still a large "investment gap". 

UK Universities - the renamed Committee of Vice-Chancellors and Principals - is to commission a research project into student debt, suggesting that any final option will embrace more support to cover living costs. 

It is also to look at the impact of term-time working on poorer students. 

Yesterday, UK Universities published a report it commissioned from London Economics, the consultancy, which models various funding options. 

These include: 

* An increase in the current maximum means-tested fee from #1,000 to #2,000 a year. 

* An increase in the maximum means-tested fee to #3,000 for subjects leading to "higher future earnings", and #2,000 for other subjects. 

* The removal of the ceiling on the means-tested fee so that the richest students pay the average total funding, about #4,000. 

But the report notes that such up-front fees can deter students and it investigates repayment schemes from graduates' income. Various repayment rates, interest rates, and income thresholds are examined. 

Significantly, the report looked at schemes in which money would follow students rather than being allocated by the funding councils to universities - either using vouchers or the government's Individual Learning Accounts. 

"It is feasible for the taxpayer to make the same contribution as at present, but those funds are allocated according to the student's choice rather than a funding formula," said the report. 

The study will help underpin the final report of a review group appointed by UK Universities and led by Prof Sir William Taylor. A statement of principles - to narrow the options - will be published in March, ahead of the likely date of the next general election. 

Prof Newby, vice-chancellor of the University of Southampton, said that it was likely the manifestos of the main parties would leave open the question of higher education funding. 

"Our aim is to influence the work of the incoming government," he said. 

The present debate began when Mr Blunkett suggested that Labour's long-held opposition to top-up fees might be negotiable. Since then, the government has said it has no plans to remove the current legal barriers to such fees.  

Cutting benefits won't work - people should...
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Cutting benefits won't work; people should be paid to learn, says Linda Butler.

Twenty-five years ago, I volunteered to teach adults to read and write. A close relative, who was brilliantly clever, had left his secondary modern school still unable to read after 10 years of the state's efforts, and those of the spelling teacher his mother had employed. Within 10 years, he had made so much money in his business that he had to take a year's tax holiday. I, meanwhile, had gone to university and was now earning next to nothing as a lecturer in a college outside Leeds. The irony of this situation has regularly visited me.

Not all non-readers or non-writers are the same, and neither do they have the attitude to their lack of knowledge that tutors like me were led to expect. My first student, Colin, was a blacksmith. When I first knocked on his door - lessons were done at home because students would be too embarrassed to come to college - I whispered that I had come from the college. `This woman's turned up to teach me to read and write,' he bellowed from the doorstep to his wife, who was chatting in the front garden to a neighbour. `Oh,' she said, `That's nice.' The neighbour asked how long it would take `to get him put right'.

I had no answer. Nor, I discovered, had anyone else. As David Blunkett wrote last week, the Moser report, A Fresh Start, describes a situation where `generations of neglect had meant that there were no clear standards, tests or basic curriculum for adult literacy and numeracy. Teachers were poorly trained, if at all.'

Rapidly rejecting the available school-based materials, Colin and I embarked on a three-year journey towards literacy via the headlines in The Sun. By that time he had got far enough to satisfy himself and me that he could read if and when he wanted to - which, by the way, was never during working hours. A year or two later, he rang to tell me that two of his sons had been diagnosed as dyslexic. He was very pleased and also pretty angry because it had not been picked up before.

Things have certainly improved since then, thanks to the Basic Skills Agency and others who have kept adult skills on the agenda, but also because of the increasing acceptability of dyslexia.

Anyone involved in helping adults learn to read and write to the level they wish will recognise this story. I am sure they will also share David Blunkett's courageous commitment to the start of such a vital, such a curiously neglected, national programme.

But there are some questions to ask about one possible policy strand, which is to withhold unemployment benefit payments from claimants with poor basic skills who refuse to get help with improving them. People have all sorts of reasons for not wanting to go onto a formal learning programme of this kind.

Colleges and other providers will have rich past experiences of being asked, in effect, to purvey learning as a punishment. And let's be clear, there still are some, perhaps just a few, poor quality programmes out there. The alternative suggested by the Basic Skills Agency, to pay people to learn, seems much more likely to succeed.

Most of the seven million Moser adults will be employed or `non-employed' and some of those will take up the positive cash incentives offered by Individual Learning Accounts, so for joined-up government, why treat unemployed people any differently?

But how much should be offered as an incentive? Would the #100 suggested by the Basic Skills Agency actually make much difference, given the amount of work involved for many learners to go from, say, a reading age of nine to 14? And how long would learners be given to reach their target? What if they came off benefit and started earning? Despite these and many such questions, positive as opposed to negative incentives must make better sense as a support to adults' learning. This is a project that just has to be carried through.

Meanwhile, I'm just thankful that `incentivisation' never appeared in a Sun headline in the late 70s. Linda Butler is Director of Communications at the Association of Colleges, but the views expressed are her own.
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THE Government recently launched Individual Learning Accounts to encourage those aged 19 and over to take up "lifelong learning" and so "improve their work prospects, earning power and quality of life". It said it was particularly keen to encourage computer literacy and offered to pay 80 per cent of the cost of such courses. I signed up for one costing #4,500 and was assured it would qualify for the discount. Now, a few days before I was due to enrol, I've been told the scheme has been scrapped. Do you know what's going on?

Individual Learning Accounts have not been scrapped but surreptitiously capped. You can still claim 80 per cent off the cost of some kinds of learning, including computer skills, but only up to a maximum of #200 a year. Similarly, the 20 per cent discount offered on a wider range of courses, including some that are essentially recreational, is restricted to a maximum of #100 a year. For a list of courses eligible for the (limited) 80 per cent discount and for a description of the courses that are excluded from the 20 per cent discount, see:www.dfee.gov.uk/ila/or phone the Individual Learning Account Centre on 0800 072 5678.

COMMENT & ANALYSIS - Nest egg scheme could be a winner at polls - Politicians on the left and right ... 
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COMMENT & ANALYSIS - Nest egg scheme could be a winner at polls - Politicians on the left and right are considering government cash gifts in the form of baby bonds or endowments. 

Christmas is coming and a general election seems to be around the corner. So why not give every child a cash gift that would help set them up in life? 

It is an idea that is being batted back and forth between the prime minister's policy unit, the Department for Education and Employment and the Treasury - with a view to possible inclusion in the Labour election manifesto. 

It is a more than interesting idea. 

What makes it particularly intriguing is that it attracts politicians from both left and right: Republicans and Democrats in the US, where a version of the idea is already operating on a small scale, Labour (or at least New Labour adherents) and Conservatives in the UK. 

Unfortunately, there remain an awful lot of variations on the theme, ranging from a "baby bond" - a cash endowment given at birth to every child - to a lump sum for 18-year-olds. The uses to which the cash could be put would be limited. Everybody's model includes education, training and buying a first home. The money could also be the seed corn for contributions to schooling, health care, setting up a business, or even an early contribution to a pension. 

In the UK, versions of the idea have been floated by the Fabian Society and the Institute for Public Policy Research. The IPPR, the think-tank usually seen as closest to Downing Street, will hold a seminar on the subject in the new year. 

David Blunkett, the education secretary, has voiced support for the concept. In small ways, through the individual learning accounts, the government has already taken a tentative step down the road. 

And, in a rather more oblique fashion, so has David Willetts, the Tory social security spokesman. He has put forward a proposal to allow an opt-out from the basic state pension by giving everyone who does so a rebate of #500 a year to build up their own pension. 

It is not difficult to see Mr Willetts taking that idea further, to a broader endowment that could be spent in a range of other ways. 

In the US, some versions of this asset-building instrument are already in place. A $15m ( #10m) demonstration project in the US, called (with the pizzazz that only the Americans could attach to a welfare project) the Downpayments on the American Dream Demo, has created 2,500 accounts for low-income adults. Under the scheme, each $1 they invest is matched by $2 to $7 provided by the foundations or charities involved. 

The presidential campaign saw proposals from both Al Gore and George W. Bush for versions of these individual development accounts for adults. These did not involve downpayments to start the funds off. But there has been interest on both sides of Congress in creating such an account for children, although as yet there is nothing close to legislation. 

In the UK, the Fabians trailed the idea of a mighty #10,000 payment for all 18-year-olds funded by inheritance tax, a change so dramatic and expensive that it would frighten horses even stronger than the chancellor. 

The main idea that IPPR canvassed, however, was both more radical and, initially, more modest - a "baby bond". Its impact would be much more long term, but the suggestion was that the government should put #1,000 into an account for every child at birth - at a cost of about #720m a year. It would then offer means-tested matching funds for further savings put into it by parents, grandparents or others. 

Invested, the bond could build up to a significant sum by the time the child was 18 - perhaps #2,000 to #3,000 - more if parents and others contributed. After that, the young adult could pay in on the same terms. 

The arguments for the idea include the fact that wealth is even more unequally distributed than income. Half the population has less than #750 in liquid assets and 10 per cent of households (which may contain more than one person) have no savings at all. 

Benefits provide income but assets can help people advance themselves. And there is emerging, if contested, evidence that asset ownership produces another effect: a more positive, longer-term outlook on life. 

Further, under both Labour and the Conservatives, the steady move to greater means-testing has produced a growing problem over savings. Because these are taken into account when deciding who gets an income-related benefit, means-testing penalises saving - something that the government has recognised with its planned creation of the pensioner credit. 

The baby bond would provide savings isolated from the means test but protected for use only for positive, life improving purposes, not mere consumption. 

The bond, of course, would not have to be universal. It could be aimed at the least well off. But the greater appeal might well lie in a universal bond. True, the better off would not get the matching funds to the further contributions they made to it. 

But with university tuition fees likely to get larger, the knowledge that there was something invested, that could be built on, might have broad appeal. 

There is some way to go before this idea finds a place in Labour's manifesto, even as an aspiration. 

The cost would be significant. Paring the initial contribution down too far - to #200, say - would make it look like a mouse of a scheme, too small to make a difference. 

But given the growing interest in the US, there is a sense that here may be an idea that, sooner or later, and in one form or another, one of the parties will grab. Will it be Labour or the Tories? 

nick.timmins@ft.com.  
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IT course aims to retrain older secretaries in today's skills. Rosalind Renshaw reports

Pamela Pearch trained as a secretary 30 years ago, in an era when the emerging technology was the electric typewriter - poised to take over from the manual version.

Ms Pearch's carefully honed skills in paper filing, touch typing and shorthand stood her in good stead throughout her working life. But eight years ago she gave up her job because of family commitments. Now 51, she is ready to start again but before she does, she needs the confidence and familiarity with computers that today's employers demand.

She lives in both London and France, and says that she is ready to retrain. "The time has come for a fresh start, for life to move on again," she says. "My aim is to learn all the skills that have passed me by. It's not just about work; I have step-grandchildren who know more than I do about the Internet and sending e-mail and I want to be able to connect with them.

"I know it's also a matter of confidence. Friends in my age group have bought their own equipment and tried to teach themselves - and really wrestled with it. I don't want it to be that traumatic and I think it's sensible to learn properly."

Ms Pearch searched through Yellow Pages and discovered that Queen's Business and Secretarial College, in London, was launching a short course (two-week or three-week) designed to take the fear out of going back to the computerised environment that work has become.

The course is aimed at older people who want to resume working life after a career break, but who don't know their mouse mat from their software. For technophobes, or those who feel handicapped by their lack of computer skills, the course sounds like a godsend. It will tackle the most basic of basics: learning how to turn a computer on and off, handling a mouse, saving work, plus Powerpoint and Excel.

All the students will be taught in small groups, in which the youngest are likely to be in their forties or fifties, and people in their sixties will be welcome.

The course was designed by the Queen's principal, Corinne Bickford, who realised that older people felt uncomfortable learning computer skills in younger company.

"They feel considerable anxiety because they simply don't understand computers, which younger people are familiar with from school days," says Ms Bickford.

"Last summer, for instance, we had one student in her forties who had been a housewife for some years. Her children were in their teens and she wanted to get back to work, so she enrolled on one of our courses where, typically, most students are between 18 and 24.

"They all had computers at school or home, and had really grown up with them. But this particular student had not, and she felt that there was a real gap in the market for a course especially for people like her.

"The course will let older students work as slowly as they like, entirely at their own pace, enabling them to become computer-literate without feeling anxious or ignorant. It may not make people instantly employable, but at the very least it will allow mums to e-mail their children who are travelling the world. The idea really is that the course puts students in a position where they can consider all sorts of options, including going on one of our more formal business courses."

The college plans several "taking the fear out of returning to work" courses in the spring and autumn.

The full three-week course starts with a week's tuition in keyboard skills, which is unnecessary for someone like Ms Pearch, who is already an accomplished - if a little rusty - touch typist. The two weeks that follow are aimed at helping people to get acquainted with computers.

The three-week course will cost about #650 and the shorter one #500, but students on both courses can apply for grants of about #200, which are available under the Individual Learning Accounts scheme.

Ms Pearch is looking forward to being one of the very first students, and intends to follow up her course by getting her own computer, complete with word-processing, e-mail and Internet access: "I really want to work hard at getting new skills. It sounds like the fresh start I am looking for. I really can't wait."

Queen's Business and Secretarial College:

020-7589 8583.

(c) Times Newspapers Ltd, 2001.
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INSIDE TRACK ENTERPRISE - Preaching to the unconverted - GOVERNMENT SKILLS INITIATIVE - Convincing SMEs of the overall benefits of training will be a challenge, says Jim Kelly. 

There is something almost religious about the government's missionary zeal for training. This week it announced a package of measures to seek converts in the toughest environment in the business world - small and medium-sized enterprises. 

But are its efforts misplaced? Is it right to presume that SMEs would be more successful if they took part in formal training - or is it simply meddling where it can do little good? 

This week the government published a white paper, "Opportunity for All in a World of Change", that saw Stephen Byers, the trade and industry secretary, and David Blunkett, education secretary, set out a strategy to ensure Britain takes part in the global knowledge economy - a market where SMEs are crucial. 

The poor record of SMEs in training is historic: "SMEs are much less likely to provide formal training to their employees than larger enterprises. For example, in the West Midlands 62 per cent of companies with fewer than 200 employees provide external training for managers, compared with 30 per cent of companies with 20-99 employees and 14 per cent of those with fewer than 20 employees," says Prof David Storey of Warwick Business School. 

The reasons are diverse but essentially SMEs have shorter time horizons - certainly short enough to discount any benefit that may come from training. Also, they need "customised" training rather than off-the-peg qualifications. 

Several new measures were signalled in the white paper to deal with this perceived problem. More money is to be pumped into Group Training Associations - clubs of SMEs with similar skills deficits. National Training Organisations are to take a stronger role in several sectors - including the new economy. Agreements can be made to join statutory schemes in which a levy is charged to fund training. And, most radical, a scheme is to be piloted in which employers are given capped "replacement funding" to compensate for employees' time off. 

Prof Storey has one fundamental problem with the government's past approach: "In practice, much of the benefit is acquired by the trainee and most SME owners are too cute - other than in very tight labour markets - to believe the government. 

"If it is to increase the skills level among SME employees I think it has to shift the emphasis from employer-provided training to individual portable learning accounts, from which the employee benefits," he adds. 

Chris Humphries, director-general of the British Chambers of Commerce and architect of the National Skills Agenda, believes SMEs want training: "That says to me that there is value in it and they see it," he says. But they do need help. He points out that only one in five enterprises with fewer than 50 employees has in-house support for training - and only one in five of those has full-time support. 

He believes the managers of SMEs will respond to the training agenda, especially the new replacement funding initiative: "SMEs are remarkably willing to take part if you can offer them some help," he says. He adds that several schemes - such as SME cluster funding of training - have been successful, but he accepts that when there are fewer than five employees the problems tend to be very different. 

A wide range of the government's current skills policies will also be seen as helping SMEs - or rather their employees - improve their employability. Unfortunately for SME owners, this also increases their mobility. The government has tried to meet that problem with the idea of portable training packages for certain industries - an idea being tried by the gas industry. The port-able loans are to be backed by banks and secured by each industry. "If the employee moved on, the new employer would pick up the loan repayment and the industry as a whole would cover any risk of default," he says. 

The other big resource the government hopes will help employees of SMEs add to their skills is the internet. Learndirect - the high street brand of the University for Industry* - plans to enrol 200,000 people by 2003. It will offer packages while local further education colleges are being overhauled to provide a nationwide network of centres of excellence in various skills sectors, such as information technology. Meanwhile, vocational training is being massively expanded - with skills-based GCSEs, A-levels and foundation degrees - the last available in workplace settings with the course built by employer consortia. And it is expanding Individual Learning Accounts for employees. 

There is, however, still doubt over the long-term benefits of training to SMEs themselves: "The jury continues to be out on this for small companies. On balance the more independent and rigorous the research, the smaller - if any - the identified impact," says Prof Storey. But the government appears to be taking no chances: it will continue to make it easier for SMEs to get training - while directing reforms at meeting individual employees' needs. 

*www.learndirect.co.uk.  
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Cash - Saving Grace - Learn your lesson - it's worth #150 - Andrew Bibby examines a new government training initiative.

ALMOST all schemes which claim to be able to transform #25 into #175 overnight are scams, to be put straight into the dustbin. The exception, however, may be a little-known new initiative from the government which effectively does just that.

The Individual Learning Account scheme, launched by the Department for Education and Employment last year, is the latest government ploy to persuade us of the value of life-long learning. The first million people to apply - and there appears to be a long way to go before this limit is reached - are eligible for a #150 grant towards the costs of studying, provided that they chip in with at least #25 of their own money.

The offer covers training courses which are obviously work-related but it also extends to more recreational activities. Whilst there won't be government money to encourage you, for example, to do an evening class in cake decorating, there could be assistance if you are planning to improve your surfing ability on the internet.

As well as the initial #150 grant, there is also an opportunity thereafter to benefit in future years from 20 per cent off the cost of training. For IT courses (including the popular CLAIT and European Computer Driving Licence courses) the discount on offer goes up to 80 per cent ( #200 maximum per year), a measure of the government's enthusiasm in ensuring that we are prepared for the digital world.

However, driving lessons are excluded from ILA support, as are flying lessons, skiing tuition and what the government refers to as 'other activities where the outcome is in pursuit of leisure rather than learning'. School and higher education courses are also excluded, as are professional qualifications which are considered to be of degree equivalence or above. This means, for example, that Open University degree courses cannot attract ILA support, although, confusingly, some pre-degree OU courses are eligible. More positively, ILA incentives can be used for course books, exam fees and course software. Most training providers and colleges are now registered with the scheme, and should be able to advise on whether ILA discounts or grants are available to you when you sign up for courses.

Unfortunately (if predictably) the actual mechanism for accessing this support is cumbersome. The first government pronouncements on Individual Learning Accounts suggested that they would be quasi-monetary accounts, which could be topped up directly with government grants for use in training and adult learning. The reality is rather less radical, and much more like the now-withdrawn tax relief scheme for vocational training: the government simply reimburses course providers for the cost of the ILA incentives.

The first step is to apply to open an Individual Learning Account. The application form is available onwww.my-ila.com, or from 0800 072 5678 (separate numbers apply outside England - see below). ILAs are restricted to people aged 19 and above.

How can I sign up?

Contact phone numbers:

England -0800 072 5678

Scotland-0800 072 0625

Northern Ireland-0800 072 1888

Wales: contact your local Training and Enterprise Council.

Cash - Cashpoints - Learning Celtic.
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IT IS increasingly a disadvantage to live in England these days. As mentioned in our article on Individual Learning Accounts last week, the subsidies available under the scheme are not available if you are studying for a degree course and are based in England.

The Open University has asked us to point out that the rules in Scotland, Wales and Northern Ireland are more generous: part-time study towards a degree (including OU courses) is potentially eligible for ILA support.

In England, ILA subsidies can be obtained towards OU foundation courses (equivalent to first-year degree courses), but no further. Full-time degree courses don't qualify for ILA help anywhere.

University chief vows to tackle skills shortage - Interview - Frank Pignatelli.

By Lucy Adams.
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Frank Pignatelli says training is vital for Scotland's workforce. Lucy Adams reports.

WHEN the University for Industry (Ufi) struck problems in England, Scots feared that the flagship project of Gordon Brown, the chancellor, could also run into rocks north of the border.

Ufi faces a period of uncertainty after the departure of Anne Wright, its chief executive. Her job is being advertised in national newspapers.

Many people believe Ufi failed in its initial objectives. Further education colleges boycotted the contracts it established and universities complained about its computer systems.

But Frank Pignatelli, the newly appointed chief executive of the Scottish University for Industry (Sufi), is undeterred by the shortcomings of its southern cousin. The former director of education at Strathclyde is determined that Sufi will adopt a more focused approach and will not overextend its powers as a broker between the users and organisations delivering the service.

He is unfazed by the challenge of Sufi, heralded by Henry McLeish, the first minister, during his term as enterprise and lifelong learning minister, as "the most ambitious and innovative project to make a step-change in perceptions".

Pignatelli even jokes that he could take on the Sheffield-based Ufi job for a couple of days a week, but refuses to say whether he has been offered the position.

He has gathered a wealth of knowledge of both the private and public sectors in his ascent from working-class Glasgow boy to his current job. He was a bus driver and languages teacher before his Strathclyde post, where he was in charge of a budget of #1.3 billion. After his rollercoaster experience at the country's biggest council, he worked in personnel for Associated Newspapers.

His new job will summon his skills of bringing together Scotland's education establishment, a sometimes sceptical business community and people either looking for work or seeking retraining.

Subtle warnings to Scottish industry can be read between the lines of a speech he will deliver to a Glasgow Chamber of Commerce business awards gathering this week.

One problem, he claims, is that 50% of Scottish youngsters are turned off learning even before they leave school. Official figures also reveal that many adults have not taken part in any organised learning over the past three years.

"If Scotland wants to grasp the knowledge economy it will have to make a strong commitment to education, training and skills," says Pignatelli. "The market value of companies is now determined by the skills and intellectual capital of individuals.

"We need to raise our skills base. The big problem is that there are real barriers to doing that. We need to find ways of remotivating people who have been turned off."

Another barrier facing him is the small scale of many businesses, he says - 93.4% employ fewer than 10 people and often cannot release staff to go on courses.

"The bottom line is that employers will say 'no'. So we need to find flexible ways to deal with the pressure on businesses."

Sufi's strategy will take learning centres into the offices of companies with small workforces. Individuals seeking work will be targeted by other new ideas. There are already 47 further education colleges in Scotland, but if those are inconvenient he promises to create learning opportunities in shopping centres and libraries.

Sufi's helpline is replacing the Scottish Continuing Education Gateway, which received about 28,000 calls a year. Sufi has set a target of 120,000 for its first year and has already received more than 76,000 phone inquiries and 300,000 internet hits.

It has collated a database of more than 40,000 courses. The helpline is the core of its work, but there are also 1,400 online tutors.

The plan is for Sufi to be self-financing by the end of its third year, when its #16m executive funding runs out, although the executive will continue to fund some functions including the #1m cost of the helpline. Sufi is also debating whether to seek charitable status.

"We want to convey the message to the public that we are interested in supporting and don't want it to be too market-orientated," says Pignatelli.

The organisation is in talks with the NHS to offer professional development to its 147,000 Scottish staff, but he cannot say how much revenue this will create. Susan Deacon, the health minister, has pledged her commitment to ensure that Scotland's NHS employees become computer-literate.

Sufi, or LearnDirect Scotland as it is advertised to the public, employs just under 100 staff. Pignatelli admits that after handling 53,000 at Strathclyde council, he is keen to keep Sufi compact.

Ironically, it was the ability to handle so many people and their daily crises that earnt Pignatelli the reputation of being unflappable. There is, he says, no secret and no consuming vision which has driven him.

His role at Strathclyde also prepared him for criticism. Consumers have already made a fuss and complained that Sufi is also known as LearnDirect Scotland. He admits there is confusion, but says there are no plans to change. His explanation is reminiscent of his classroom days.

"You know how you have Kellogg's Coco Pops and Kellogg's Rice Krispies," says Pignatelli. "Kellogg is the company and Coco Pops is the brand name you sell to the public. "Sufi is the company and LearnDirect Scotland is the brand. LearnDirect is the client-facing name and the public should not really see the University for Industry bit. It is logical, but it might still be confusing."

Many of the decisions he took at Strathclyde, such as introducing individual learning accounts, are now pillars of the executive's education drive. But other decisions he took will not be so easily forgiven.

"I tried to shift the system and was accused of being Tory and right-wing because I wanted to introduce quality assurance systems and appraisal for teachers," says Pignatelli.

"I was trying to introduce key business concepts like return on investment and brand image. The reality is that the education service in Scotland has not got a very good image."

His experience in the classroom and the boardroom may have given him the ideal experience to take on Scotland's lifelong learning project. The aim is to reduce the unemployment total of 109,000 and to retrain enough unskilled workers to match the growing numbers of unfilled vacancies.

Referring to industry figures forecasting 330,000 information technology vacancies throughout Britain by the end of next year, Pignatelli says more detailed analysis of the skills gap is required.

"This is not about learning for its own sake. It is about learning to make people more employable and to make Scotland more competitive," he says. "I see my role as an advocate for individuals.

"A lot of people think they have failed because of themselves and don't see that the system has failed them. This is what we need to rectify."

(c) Times Newspapers Ltd, 2001.
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BUDGET 2001 RED BOOK - Building a future of opportunity and prosperity for all - The Budget measures, along with economic forecasts and public finance details, are contained in the financial statement and Budget report. Known as the Red Book, it is reproduced in abridged form on the following pages. 

The Government's central economic objective is to raise the economy's sustainable rate of growth, and achieve rising prosperity, through creating economic and employment opportunities for all. 

Over the past four years the Government has built a platform of economic stability, rejecting the short termism of the past which resulted in successive cycles of boom and bust. Instead it has locked in the stability that is the essential pre-condition to achieving high and stable levels of growth and rising prosperity. Through a prudent approach to policy making and taking tough decisions, the Government has been able to allocate more resources to the nation's priorities - families, children, pensioners, enterprise and public services. 

By locking in the tough fiscal stance set out in Budget 2000 and the Pre-Budget Report, Budget 2001 maintains the right conditions for continued economic stability and underpins the planned expansion of key public services over the next three years, while taking further steps to meet the Government's long-term economic goals. The Budget includes targeted tax cuts to reward work and enterprise and to provide support for families, savers and pensioners. As a result of continued prudent management of the public finances, it is also able to allocate an additional #2 1/3bn over the next three years to health, education and tackling drugs and drug-related crime. 

Delivering stability 

Under the Government's new macroeconomic framework, the economy has experienced a period of stability and steady growth. Employment has risen to record levels and both inflation and interest rates have been lower and more stable than in the past. The large structural deficit the Government inherited has been tackled, returning the public finances to a sustainable position. 

The UK economy grew by 3 per cent last year, in line with the Government's forecasts, while RPIX inflation averaged just over 2 per cent and unemployment fell to its lowest levels since the 1970s. The Budget 2001 forecast shows that: GDP is expected to increase by 2 1/4to 2 3/4 per cent a year over the next three years, unchanged from the Pre-Budget Report forecast. Weaker than previously expected external demand will be offset by stronger momentum in domestic spending; RPIX inflation is forecast to rise gradually back to the 2 1/2 per cent target by spring 2002; and clear risks to US growth make the overall outlook more uncertain. But with sound public finances and low inflation, policy is well placed to respond to adverse news. 

Fiscal outturns have been better than expected over the past year. The surplus on current budget is now expected to be #23.1bn in 2000-01, compared with a forecast of #14bn at the time of Budget 2000. A similar improvement is expected for public sector net borrowing. 

This improvement over the past year largely appears to have been structural, reflecting non-discretionary improvements in both tax receipts and spending which feed through into future years. 

The upward revisions in the forecast include further improvements on top of those identified in the Pre-Budget Report interim forecast. Since November, the forecast for income tax receipts for 2000-01 has been revised upwards by over #3bn, reflecting buoyant Self-Assessment and PAYE receipts, which largely carry forward into future years. There have also been further non-discretionary savings in Annually Managed Expenditure (AME) in addition to those identified in the Pre-Budget Report forecast. In particular, debt interest payments are forecast to be #1 1/2bn lower in 2001-02 than expected in November as a result of lower inflation and lower interest rate expectations, and #1/2bn a year lower thereafter as a result of lower interest rate expectations. 

These structural improvements in the public finances have enabled additional discretionary changes in Budget 2001, including: a #1.1bn a year package of further support for families and children; a #1/2bn a year package of measures on maternity and paternity pay; a cut in income tax through a widening of the 10 pence band by #300 over and above inflation, at a cost of around #1bn a year benefiting around 25m taxpayers; and an additional #2 1/3bn of spending over the next three years, comprising an extra #1bn for education, #1bn for health and #1/3bn for fighting drugs and drug-related crime. 

In addition, the Government has drawn down the savings in AME that were allocated to the AME margin at the time of the Pre-Budget Report. This frees up resources for the implementation of Pre-Budget Report consultation measures. 

Taking account of all these factors, the fiscal stance - as measured by cyclically adjusted public sector net borrowing - is at least as tight as set out in Budget 2000 and the Pre-Budget Report throughout the next five years. 

The surplus on current budget is projected to decline from 2.4 per cent of GDP in 2000-01 to 0.8 per cent of GDP over the forecast period. On a cyclically adjusted basis, the surplus on current budget remains positive throughout the forecast period leaving the Government on track to meet the golden rule, including in the cautious case. 

Net debt is projected to decline from 31.8 per cent of GDP at the end of March 2001 to 30.3 per cent of GDP at the end of March 2002, thereafter remaining around 30 per cent of GDP. 

Productivity challenge 

Raising the UK's productivity performance is a key route to higher prosperity and living standards. To develop its strategy on productivity, the Government has identified five priority areas for action - the five drivers of productivity growth - and has taken significant steps forward in each of these areas, including: competition: strengthened powers for the Office of Fair Trading under the new Competition Act which came into force last year and investigations into competition in particular markets, including a review of retail banking; enterprise and innovation: major reforms to capital gains tax, permanent 40 per cent first year capital allowances for small and medium-sized enterprises (SMEs), a new All-Employee Share Ownership Plan and an Enterprise Management Incentive for small firm employee share options, an R&D tax credit for SMEs and action to promote enterprise and innovation across every region of the country through the work of the Regional Development Agencies and the Small Business Service; investment: reducing corporation tax rates, the introduction of a new 10 pence rate for the smallest companies, launching a review of institutional investment in the UK, measures to stimulate more private investment in under-invested communities and a planned doubling of public sector net investment by 2003-04; skills: substantial extra resources for education to raise standards in primary and secondary schools, additional funding for places in higher education, a focus on lifelong learning through learn direct and Individual Learning Accounts and changes to work permit arrangements; and public sector productivity: a greater focus on outcomes for public service delivery through Public Service Agreements, Departmental Investment Strategies to improve public sector investment, the Public Services Productivity Panel to help the public sector to innovate and deliver change, and the creation of the Office of Government Commerce to deliver more efficient procurement across government. 

Budget 2001 sets out additional measures to raise productivity, promote enterprise in every region of Britain and support the implementation of regional economic strategies. 

Employment for all 

The Government is committed to creating employment opportunity for all - the modern definition of full employment. It has set the goal that, by the end of the decade, there will be a greater proportion of people in work than ever before. 

The Government's strategy to increase employment opportunity focuses on helping people to move from welfare to work, easing the transition to work, making work pay and then securing progression once in work. A wide range of measures has already been introduced in each of these areas: welfare to work: the New Deal programme now spans a large number of groups including young people, those aged 25+, the over 50s, lone parents, people with disabilities and partners of the unemployed. Action Teams and Employment Zones are targeting worklessness in the most disadvantaged areas and the Job Transition Service will provide help in areas where large-scale redundancies occur; easing the transition to work: with the new Job Grant, a four-week Income Support for Mortgage Interest run-on, simplified extended payments in Housing Benefit and increased childcare provision and support through the National Childcare Strategy and the childcare tax credit; and making work pay: through reforms to the tax and benefit system including reform of national insurance contributions (NICs), a 10 pence rate of income tax, a reduction in the basic rate of income tax to 22 pence and the introduction of the Working Families' Tax Credit and the Disabled Person's Tax Credit, underpinned by the National Minimum Wage. 

Taken together, the Government's making work pay measures by October 2001 will guarantee: a minimum income of #225 a week for a one earner family with someone in full time work; and a family with one part-time worker a minimum income of #166 a week. 

Fairness for families 

Budget 2001 takes further action to support families and children, help pensioners, improve public services and ensure a fair tax system. 

To provide further support for families with children and help tackle child poverty: the Children's Tax Credit will be introduced from April 2001 at #10 a week - more than the #8.50 previously announced - making it worth up to #520 a year for around 5m taxpaying families; to recognise the additional costs of a new child in the first year, from April 2002 the Children's Tax Credit will be increased by a further #10 to #20 a week, making it worth up to #1,000 a year, for families in the year of a child's birth; the child premia in Income Support and the Jobseeker's Allowance will be increased by #1.50 a week from October 2001; and a package of measures on maternity pay and parental leave: an increase in the flat rate of Statutory Maternity Pay (SMP) and Maternity Allowance from its present #60.20 a week to #75 a week from April 2002 and #100 a week from April 2003; an extension of the period of maternity pay at this enhanced rate from 18 to 26 weeks from April 2003; the right to two weeks' paid paternity leave for working fathers from 2003, paid at the same flat rate as SMP; from 2003, paid adoption leave when a child is first placed with a family, to allow one of the adoptive parents to take paid leave for the same period and at the same flat rate as maternity pay; a doubling of the threshold for Small Employer Relief to #40,000 from April 2002, so that around 60 per cent of all firms paying SMP each year can reclaim their costs in full, plus compensation; and a further increase in the Sure Start Maternity Grant from #300 to #500 in April 2002. 

Over the Parliament as a whole, following Budget 2001, the tax and benefit changes introduced will lift over 1.2m children out of poverty. 

From April 2001, the average pensioner household will be #600 a year better off than in 1997 as a result of the personal tax and benefit changes introduced during this Parliament. 

The environment 

The Budget sets out an affordable and carefully targeted series of measures which will help modernise road transport, increase access to cheaper motoring for people who need to use their cars and continue to protect the environment. In addition to the cash freeze in all road fuel and other oil duties announced in the Pre-Budget Report, the Budget includes: a 2 pence per litre reduction in the duty on ultra-low sulphur petrol (ULSP) with an accompanying and time-limited 2 pence per litre reduction in the duty on unleaded petrol until 14 June 2001 when ULSP should be available from all retailers; a 3 pence per litre reduction in the duty on ultra-low sulphur diesel (ULSD); abolition of the duty premium on lead-replacement and 'super-unleaded' petrol; as part of the Government's Green Fuels Challenge, a cut in the duty on road fuel gases by the equivalent of 3 pence per litre and then a freeze in real terms until at least 2004, and Budget 2002 will introduce a new duty rate for biodiesel set at 20 pence per litre below the rate of duty on ULSD; a cash freeze in VED on cars, motorcycles and buses until Budget 2002; an extension of the small car VED threshold from July 2001, backdated to 1 November 2000; a major reform of lorry VED to be introduced from December 2001, reducing the burden that lorry VED imposes on the haulage industry.  
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www.babygoes2.com

While children are a rewarding experience, they bring with them a unique set of problems, some of which become more obvious when you're planning a holiday. Now there's babygoes2.com to help make organising that family trip a little easier. It's a slick and well-designed guide for parents travelling with babies and children. It offers practical hints, advice, information and tips on a wide variety of worldwide destinations - don't go anywhere until you've been here first.

www.psychoexgirlfriend.com

Most of us have been there. One day we wake up to the fact that the love has gone. Strangely, not everyone takes this well, and a few act in a way that makes Glenn Close's character in Fatal Attraction seem reasonable. This website was created by a man who realised that things were not right when he broke up with his girlfriend and she left 50 messages on his answerphone. You can listen to all 50 and decide for yourself whether he's a cad or she's mad.

www.yourwishlist.com

Everyone has a wish-list of some sort or another, but very few of us ever get to make it a reality. This website does at least have the power to ensure that unwanted gifts are a thing of the past, enabling you to create a definitive gift guide to be shared among friends and family. YourWishList will bring an end to the loud ties at Christmas, and Day-Glo, crushed velvet jogging suits from Aunty Ethel. Users can select their own personal list of products and services for any occasion from wherever they desire.

www.cheapaccommodation.com

Adding five new cities every month, this is the website that goes "on location to find the hidden treasures others miss". The URL gives it away really. This innovative web-site has researched hundreds of hotels in more than 60 cities throughout the world and checked out up to 10 independent hotels in each city.

www.dfee.gov.uk/ila/

Individual Learning Accounts are a new way to help you pay for your learning. Backed by the Government, and supported by learning providers, trade unions and employers, ILAs offer a package of discounts that make it easier for you to get into learning. If you are aged 19 or over you can open an ILA and you can claim a #150 contribution if you're one of the first million account holders to book learning and contribute #25 of your own money.

http://fantasyfilmleague.com

In the words of the screenwriter William Goldman, "Nobody in Hollywood knows anything." And this is your chance to prove it. Starting on 1 May, the Fantasy Film League offers players the chance to create their own Fantasy Film consisting of one director and six stars. They make money when one of their cast appears in a real film, and the real film makes it into the US or UK Box Office charts. The winner at the end of a season is the "Producer" who has made the most money. Each season runs for 12 months. The game is free to join and play.

www.toptable.co.uk

Tipping the doorman or winking at the head waiter is so passe - all you now need is toptable.co.uk, the largest restaurant booking service within the UK. Booking a table is easy with options of area, time, price and atmosphere. The service is free and available 24hrs a day. It's great if you are visiting the city as you can print out maps and directions along with recommendations for pre-and post-dinner and drinks.

It's hard to imagine I know, but some people get great pleasure from ordering and reading brochures. Listed on this site are literally thousands of companies that offer free brochures and information packs on thousands of different subjects. Whatever you want to find out about, whether it's holidays, holiday cottages, choosing the right tool for a DIY job, learning to swim, scuba diving or paragliding, or even hiring a saxophone, you'll find a pile of interesting and informative brochures right here.

www.HQhair.com

It looks good, much like a glossy high street girly magazine, full of pouting models with perfect hair. If the articles don't interest, this virtual hair salon provides advice on any hair quandries and more than 400 professional hair care products to purchase. It recently introduced something for the men too - a testosterone-filled Shave and Groom section.

www.subgenius.com

Is your life missing something? Then check in to the Church of the Sub-Genius, overseen by the grinning visage of Church High Priest JR "Bob" Dobbs. This pseudo Illuminati-style cult/religion is pitched at those who believe in conspiracies, feel they don't fit in, people who think they are strange, monsters or alien.
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Work - Satisfaction no longer guaranteed - Public sector staff are increasingly suffering from stress and depression, writes Tracey Boles.

IF YOU are unhappy in your work, you are not alone. Job satisfaction among Britain's 6 million public sector workers has plummeted over the past decade - and stress is to blame, says a new study from Warwick University.

The study by Andrew Oswald and Jonathan Gardner found that an increase in depression, strain, sleep loss and unhappiness during the 1990s had made employment in the public sector more pressurised and less enjoyable.

However, despite the discontent, most people in the public sector are almost completely satisfied with their job. On a scale of one (completely dissatisfied) to seven (completely satisfied), 41 per cent of the population gave their answer as six and 18 per cent went for 7. Only 2 per cent answered one.

The sample of 5,000 workers from both the public and private sector was re-interviewed each year through the 1990s, with stress levels assessed by the answers to 12 questions used to measure mental distress and psychological ill health such as 'Can you concentrate on your work?', and 'Are you losing confidence?'.

While public-sector workers began the 1990s with far higher levels of job satisfaction than those in the private sector, the research showed that this gap had been virtually eroded by 1998, a year of tightly controlled government spending.

Rising stress due to a substantial increase in workload had caused the decline in job satisfaction, Oswald says. The workers, which include doctors, teachers, lecturers and civil servants, now have to face extra bureaucracy, pressure to meet targets and the introduction of working practices from the private sector. The latter was more stressful than in 1990, but not much.

As well as an increasingly heavy workload, public-sector workers have been subjected to much evaluation, inspection and public humiliation. Oswald says: 'Public humiliation is not found in any other job. Who, apart from teachers and doctors, gets their name published all over the papers saying they are second rate?'

This process of holding people to account has made the public sector very unpleasant to work in because human beings are not equipped to cope with it, according to Oswald.

All groups of public-sector workers have become less satisfied at work over the past decade. But the slump in satisfaction was particularly evident in the NHS, higher education, and among those working for local government. 'Local government has been the poor relation of the public sector,' says Unison, the union that represents public-sector workers. It says the worst affected are those at the lower end of the pay scale in local government, such as cleaners and caterers.

Unison does not find the report's conclusions surprising. It says low morale is the result of years of under-investment, both in staff and the workplace. 'The lack of pay awards and training have lead to loss of job satisfaction,' says a spokeswoman. 'Managing on a day-to-day level is stressful after years of cutbacks.'

It also blames the threat of violence and the effects of privatisation for the poor morale. 'When a service is privatised employees are guaranteed work - at first. The prospect of restructuring hangs over them.'

Can anything be done to turn round this unsatisfactory state of affairs?

It has become a matter for public policy, Oswald believes. 'As a nation we have to decide how important our public services are to us. We have to offer good jobs or hand them over to the private sector. At the moment we are not in equilibrium.'

Unison believes services should be run in-house. 'We are against privatisation and contracting out.'

Decent pay awards and further investment are also needed to remedy the situation. A spokeswoman says: 'In the health service the amount of money that has gone in has made a difference. Investment has been at all levels. Individual learning accounts are available to all staff. They have recognised that staff at all levels are important.'

Bad management practices also need to be eliminated, Unison says.

The Cabinet Office thinks the civil service reform programme, launched in 1999, is helping. A spokeswoman says: 'There may be issues of motivation and stress in the public sector due to the pace of change. But our own research indicates we are investing in the right kind of personnel policies such as a family friendly environment and training.'

But Oswald is not convinced that anything is about to change. He says: 'We expect these trends to continue. I think this is very serious for Britain.'

Other findings of the research were that job satisfaction was u-shaped in age, with initial con tentment at work during teenage years disappearing by the age of 25. Job satisfaction was discovered to be lowest when people were in their 20s and 30s and highest among staff in their 50s and 60s.

Oswald explains: 'It is a process of adaptation. Young people just finishing university have very high expectations then they go through a very painful period which involves coming to terms with their limitations. Once they have gone through this they are happy in their work again.' This pattern is true for all types of occupations and among all nationalities. 'It is something very deep in human nature,' Oswald says. 'It is nothing to do with balancing work and home commitments as some people have reported.'

The theory also explains why Britons with university degrees report the lowest levels of satisfaction at work. Workers with no qualifications are the happiest, the study found.

Job satisfaction was found to be higher among women than among men, lower among blacks than whites, slightly lower in union workplaces than non-union ones, high in small workplaces, and highest of all in not-for-profit organisations.

Women were more satisfied no matter where they came from. Oswald says two theories have been proposed to explain this. One is that women have low expectations and are more pleased with any level of achievement. The second is that they knuckle down more than men - they throw themselves into work rather than worry about external factors such as hierarchy and advancing their own status.

So be nice next time you have to deal with a man working in the public sector.
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Transforming attitudes to learning is crucial to to improving skills, says John Brennan

It is not surprising that a government white paper on the knowledge economy should focus on improving national competitiveness. Most of the chapter headings - the foundations of economic success, a people first economy, all regions to prosper, a climate for enterprise and growth, global ambition - signal a pre-occupation with familiar themes: the productivity gap compared with our main trading rivals, economic disparities between regions, the importance of investment in research and development, and the creation of a climate that encourages innovation.

Nor is the focus on the revolution in information and communication technologies surprising. A new small business incubator fund to boost the capacity for enterprise, an emphasis on supporting successful business clusters, measures to accelerate the take-up of broadband technology and digital TV, provide just a few examples of the role government is seeking to play in encouraging the creation of new business opportunities.

What is perhaps less expected is the emphasis throughout the white paper on improving individual skills to underpin these developments. The parallel publication of the government's response to the final report of the National Skills Task Force reinforces the message: the range of measures now being developed signals a growing determination to tackle the well-established UK skills gap.

Furthermore, the white paper assigns to the public vocational education and training system, and to colleges in particular, a key role in delivering the desired improvements. With priorities aimed at fostering greater creativity and innovative thinking, at overcoming poor levels of literacy and numeracy, at encouraging greater adult participation in learning,at developing a workforce with advanced ICT skills and knowledge to match international competitors, and at ensuring employers invest in the skills of all their employees, the objectives are clear. The principle vehicle for delivering this ambitious agenda is the Learning and Skills Council, working with a reformed national training organisation (NTO) network and using its powers to plan post-16 learning provision.

Programmes already announced for reducing the number of adults with poor basic skills and enhancing vocational learning are to be complemented by improvements in Modern Apprenticeships, and new programmes to boost the supply of ICT skills in schools and colleges.

An impressive agenda? Certainly - but one which leaves a number of important questions unanswered. For example, while the measures to improve the supply side of the education and training system are welcome, there is little which obviously addresses the demand side. The historic problems of the UK economy stem from a deep-seated unwillingness on the part of employers to engage in training, and on the part of individuals to recognise the enhancement of skills and qualifications as the key to personal and business success. As yet there is little sign of effective measures to address those problems.

Individual Learning Accounts have yet to establish themselves as the `big idea' which will transform attitudes. The National Skills Task Force shied away from a compulsory approach to training, in the face of resistance from employers, and the white paper does not move far from that position. The commitment to give statutory backing to voluntary sectoral agreements to tackle skills problems is, however, a tentative step in that direction.

Fresh thinking will be required if these questions are to be effectively tackled. The Learning and Skills Council - with its statutory duty to promote learning - will have a crucial role to play in this area, but the nature of that role has yet to be defined. Nor is the potential of ICT itself to transform learning and skills development fully acknowledged in the white paper. The considerable commitment already made by government to embedding ICT within the education and training system has, to date, largely focused on infrastructure, with relatively little attention paid to content and delivery.

So overall? Two cheers for recognising the crucial importance of skills development to future UK economic success, and the need to ensure it carries a priority at least equal to that of social exclusion as a driver of the education and training system. But full marks will have to await the completion of the agenda in the next parliament. John Brennan is director of further education development at the Association of Colleges, but writes here in a personal capacity.
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Nor is the focus on the revolution in information and communication technologies surprising. A new small business incubator fund to boost the capacity for enterprise, an emphasis on supporting successful business clusters, measures to accelerate the take-up of broadband technology and digital TV, provide just a few examples of the role government is seeking to play in encouraging the creation of new business opportunities.

What is perhaps less expected is the emphasis throughout the white paper on improving individual skills to underpin these developments. The parallel publication of the government's response to the final report of the National Skills Task Force reinforces the message: the range of measures now being developed signals a growing determination to tackle the well-established UK skills gap.
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Programmes already announced for reducing the number of adults with poor basic skills and enhancing vocational learning are to be complemented by improvements in Modern Apprenticeships, and new programmes to boost the supply of ICT skills in schools and colleges.

An impressive agenda? Certainly - but one which leaves a number of important questions unanswered. For example, while the measures to improve the supply side of the education and training system are welcome, there is little which obviously addresses the demand side. The historic problems of the UK economy stem from a deep-seated unwillingness on the part of employers to engage in training, and on the part of individuals to recognise the enhancement of skills and qualifications as the key to personal and business success. As yet there is little sign of effective measures to address those problems.

Individual Learning Accounts have yet to establish themselves as the "big idea" which will transform attitudes. The National Skills Task Force shied away from a compulsory approach to training, in the face of resistance from employers, and the white paper does not move far from that position. The commitment to give statutory backing to voluntary sectoral agreements to tackle skills problems is, however, a tentative step in that direction.

Fresh thinking will be required if these questions are to be effectively tackled. The Learning and Skills Council - with its statutory duty to promote learning - will have a crucial role to play in this area, but the nature of that role has yet to be defined. Nor is the potential of ICT itself to transform learning and skills development fully acknowledged in the white paper. The considerable commitment already made by government to embedding ICT within the education and training system has, to date, largely focused on infrastructure, with relatively little attention paid to content and delivery.
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THE Government has spent #63 million on pre-election advertising campaigns, a sum described yesterday as obscene by the Liberal Democrats and as an abuse of taxpayers' money by the Tories.

Charles Kennedy, the Liberal Democrat leader, called for an independent audit on state advertising expenditure.

Figures from ACNielson MMS, a media monitoring service, showed that the Government was Britain's biggest advertiser in the first quarter of the year, spending #62.8 million - almost twice as much as the household products manufacturer Unilever.

In the same period last year the Government spent #24.45 million. In March alone the Central Office of Information (COI) spent #30 million, representing 22 per cent of the total amount spent by the top 20 advertisers.

Most of the advertising money is spent by agencies selected by the COI, which is scrupulous about appearing free of political interference. M&C Saatchi, which is owned and run by two of the men who kept Labour out of government for nearly two decades, has won millions of pounds of government work since 1997.

Downing Street denied that the huge rise in advertising in March was linked to the general election. "There are no adverts which say 'Vote Labour'," a spokesman said.

He pointed out that many of the advertisements were aimed at informing people about benefit entitlement or at giving the public information about foot-and-mouth and its impact on tourism.

He also claimed that spending over the past year had been similar in real terms to advertising spending in 1986, the year before Margaret Thatcher went to the polls.

The most expensive government campaigns last month involved benefit fraud ( #3.4 million) run by the Department of Social Security; entitlements to annual leave ( #2.5 million) by the Department of Trade and Industry; anti-smoking initiatives ( #2.2 million) from the Department of Health; and the UK Online Internet website ( #2.1 million) from the Cabinet Office.

Total spending on those campaigns was much higher. The Department of Social Security said it had spent #6.2 million on its campaign against benefit fraud and #6.5 million on a television campaign using talking sheepdogs to inform the public about the stakeholder pension.

Figures from the Cabinet Office show that advertising spending has risen every year under this Government.

Andrew Lansley, Tory spokesman for the Cabinet Office, said that the level of spending was an abuse of the taxpayer. "I'm afraid it's a common pattern of a Government which is more concerned with spin than it is about delivery. The amount that is being spent on advertising by the Government ahead of an election has risen dramatically."

He insisted that the previous Tory Government was much more constrained. "We were spending at something like #50 million to #60 million a year for the whole of government advertising in 1996-97, and the Government is now spending that much in the space of three months."

At Prime Minister's Questions William Hague, the Tory leader, accused Tony Blair of spending record sums on advertising the Government. But Mr Blair countered that #6 million had already been allocated to tourist councils and more would be distributed in the next few days. Defending recent multimillion-pound advertising campaigns, he said the "vast bulk" of the money was to recruit people to the public services, such as nurses, teachers and policemen.

Where the money went

This list shows each agency, the government advertising campaigns it has won and its political connections (if any):

M&C Saatchi: the Dome; Home Office police recruitment; Census 2001. Lord Saatchi, now a Tory Peer, and his brother, Charles Saatchi, were the Conservative Party's favourite ad men from 1979 to 1997.

DMB&B: NHS, nursing recruitment; DSS, benefit fraud; UK Online campaign. Tony Douglas, the chairman, is former COI chief executive. Delaney Lund Knox Warren: DSS, stakeholder pensions; Dept of Health, stop unwanted teen pregnancies campaign.

St Luke's: DSS, New Deal; DSS, working families tax credit; Dept of Health, anti-drugs campaign. Peter Mandelson's favourite agency but rumoured to have stayed away from Labour's own account to prevent it losing government business.

Saatchi & Saatchi: Army recruitment. One-time Tory party agency, no longer connected to Tories. Pitched for Labour's business last year.

Mellors Reay & Partners: Dept of Health, NHS Direct telephone line.

Maher Bird: DSS, earnings top-up scheme.

Abbott Mead Vickers: road safety; anti-smoking.

Ogilvy & Mather: DTI, four weeks' paid leave entitlement; DTI, minimum wage; Dept of Health, organ donor cards. Non-executive chairman of parent company is Philip Lader, Clinton's former Ambassador to UK and the man who once chided the Tories for using his name in election literature.

TBWA: DfEE, individual learning accounts. Labour Party's advertising agency.

EuroRSCG: Home Office, encouraging voting. Handled Ken Livingstone's mayoral campaign but also pitched for Labour Party account last year.

WCRS: DETR, encouraging people to vote in London mayoral elections.

Cramm Francis Woolf: Inland Revenue, charitable donations.

Partners BDDH: DETR, energy savings trust. Leslie Butterfield, chairman, is a long-time Labour supporter and has advised the party on numerous election campaign strategies.

The Leith Agency: DETR, homelessness campaign.

Abbreviations: DTI Department of Trade and Industry; DfEE Department for Education and Science; DETR Department of the Environment, Transport and the Regions; DSS Department of Social Security; COI Central Office of Information
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Voter priority

Policy difference***

Labour: Schools transformed through more specialisation. More secondaries to become partially-selective, with 10pc of pupils chosen by aptitude. A special drive to raise standards for 11-to 14-year-olds. More vocational choices for 14-year-olds. Excellence in Cities programme to be expanded. Education authorities to delegate more money to head teachers. Free nursery places for all three-year-olds by 2004. More adult literacy classes, individual learning accounts and UK Online internet learning centres. Targets include 50pc of young people going into higher education.

Tories: Schools transformed through more independence. Every school to become a free school, with head teachers in charge of admissions and pay. More grammar schools. Local education authorities to be virtually disbanded, allowing an extra #540 per pupil to go to schools. National curriculum to be simplified. Universities to be funded by endowments, freeing them from state control. Student loans restructured, with repayments starting later.

Lib Dems: Schools transformed through more spending. Class sizes for five-to 11-year olds to be cut to 25. 5,000 more secondary school teachers. Primary teachers to get paid preparation time. University tuition fees to be abolished. All adults to be entitled to free tuition.

ELECTION - Blair denies leadership pact with chancellor - LABOUR CAMPAIGN. 
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Gordon Brown promised new productivity measures yesterday to build an "enterprise culture open to all" in Labour's second term - but his effort to move the campaign on to the economy was clouded by speculation about his ambitions. 

Tony Blair said he had not struck any bargain to stand down in future as prime minister to make way for the chancellor. "As Gordon and I both say whenever we're asked about this, there is no gentleman's agreement," he told London's Evening Standard newspaper. 

Asked if there was a deal of any kind, he said: "No." 

He made clear he would serve a full second term. "If I'm elected it is for the whole parliament. That is the basis on which you stand." 

His statement appeared to catch Mr Brown - whose friends have hinted at the existence of a pact - by surprise. He did not confirm Mr Blair's interpretation. 

"I haven't seen this interview. You wouldn't expect me to comment on that. Tony Blair is the prime minister, doing an excellent job, and one of the great strengths of our campaign," he told BBC Radio. 

Mr Brown, in the first big speech of Labour's campaign, said Labour would set out a 10-point plan for modernising Britain over the next decade in its manifesto. 

He spelt out five economic goals - stability, productivity, full employment, family prosperity and educational excellence - that would be pursued alongside health, fighting crime, local government, Europe and the environment. 

He said the manifesto would propose measures to build on reform of capital gains and corporate tax, institutional investment and competition policy, and propose new incentives for research and development. 

It would build on employee share ownership initiatives, extend incentives for IT training, and expand the network of computer learning centres. 

Labour would expand modern apprenticeships; expand the individual learning accounts scheme; and reform workplace training. 

There would be greater incentives for small businesses and opportunities through the New Deal for the unemployed to become self-employed. 

Michael Portillo, the shadow chancellor, said there was a "startling omission" from Labour's manifesto plans - a full commitment to reduce taxes. 

Mr Portillo, visiting the independent Leeds Girls' High School, said Mr Brown's four years had been "characterised by losses of jobs in manufacturing industry, higher taxes, regulation on industry and a progressive erosion of Britain's position in the world." 

Matthew Taylor, Liberal Democrat Treasury spokesman, said: "Labour is spending a smaller proportion of national income on health, education and pensions than the Tories ever did."  

Tax war - Labour pledges no rise.
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Party meeting rejects attempts by left to give Brown `more flexibility'

Patrick Wintour and Kevin Maguire

The Labour leadership last night agreed to go into the election with a manifesto commitment not to raise the basic or higher rates of income tax.

The move agreed at a meeting of cabinet ministers, senior MPs, and members of the national executive committee came despite calls from leftwingers to give the chancellor Gordon Brown greater flexibility to raise cash to redistribute income.

The manifesto also contains calls for President Bush to consult widely with European partners before going ahead with the national missile defence system. Tony Blair told the meeting that the wording was as far as he could go without alienating the Americans.

There is also a pledge to have an early free vote on fox hunting with a commitment that a way will be sought to `resolve any disagreement". Supporters of a ban believe this amounts to a commitment to invoke the parliament act if there is sustained hostility in the Lords.

The manifesto, agreed without a vote, contains five chapters, 10 goals and 25 steps on how to achieve Labour's programme. It also contains a foreword by Mr Blair.

Labour has come under increased pressure in recent days on whether it would raise income tax. However, a commitment to keep income taxes down has been inserted. A member of Labour's campaign team said: `The commitment is not the same as saying the tax burden will never rise".

The Institute for Fiscal Studies yesterday warned that tax increases of #5bn a year or higher borrowing would be needed by the end of the next parliament if Labour is to continue rebuilding public services.

The option of raising income tax was pushed at yesterday's meeting, but was not forced to a vote since it would have been defeated overwhelmingly.

Speaking before the meeting, Ann Black, an elected member of the national executive, said: `It is not necessary to repeat the pledge about holding down income tax. We have assured most of the British people about our economic credentials, and people have begun to realise the extent to which their indirect taxes have risen, as shown by the fuel protest.'

The manifesto repeats the commitment to hold an economic assessment on the single currency early in the next parliament. It also contains a commitment to establish regional assemblies so long as there are local referenda.

The unions, who had their own caucus before yesterday's meeting, have been promised a review of employment legislation. They did not back a leftwing push for the renationalisation of the railways.

In a passage that has been agreed with the Liberal Democrat leader Charles Kennedy, the manifesto keeps open the option of a referendum on electoral reform. It states: `The government has introduced major innovations in the electoral systems in the UK - for the Scottish and European parliaments, and the Welsh and London assemblies. We will review the experience of the new systems and the Jenkins report to assess whether changes might be made to the electoral system for the House of Commons. A referendum remains the right way to agree any change for Westminster.'

Passages in the manifesto on urging lone parents to find work were softened yesterday. The leadership also agreed to extend a reference to support for marriage to include other kinds of families.

Mr Blairtold the 60-strong meeting that he could not put a direct reference to comprehensives into the manifesto since this would raise questions about the party's approach to grammar schools.

In an attempt to assuage supporters who claim that the party's education reforms will leave a rump of bog standard comprehensives, the manifesto promises that all secondary schools will be allowed to develop specialism.

Enabling legislation has also been promised to make all women shortlists for parliamentary elections lawful.

The manifesto also promises #150 individual learning accounts for all ancillary workers and other staff in the NHS matched by government cash.

On law and order, it promises to improve the clear-up rates for crimes.

It also proposes punishments should fit the criminal as well as the crime. It promises action against the 60 % of offenders who receive prison sentences of less than 12 months and are then reconvicted within two years.

Labour also plans to extend the period of supervision after an inmate is released up to the end of the sentence, which would be backed up by a recall to prison if an offender did not comply with certain conditions. Courts would be expected to review an offender's progress and make adjustments to the sentence in light of progress.

Details of Labour's plans leaked on the day William Hague published the Tories' 48-page manifesto, It's Time for Common Sense, complete with sweeping pledges to cut taxes and bureaucracy, slash waste and improve services.
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David Blunkett, first FE lecturer to make education secretary, tots up Labour's post-16 record

Adult Learners' Week is an opportunity to celebrate the achievements of thousands of people up and down the land. It represents continuity with the rich tradition of adult learning we have in this country. As I said in my introduction to the Learning Age green paper three years ago, we have inherited the legacy of the great self-help movements of Victorian industrial communities. Men and women, frequently living in desperate poverty, were determined to improve themselves and their families. They did so through the creation of libraries, reading clubs, correspondence courses and public lectures. These pioneering efforts embodied a profound ethos of mutuality, creativity and enterprise.

We need to renew these traditions in the very different circumstances of the 21st century knowledge economy. In today's world, learning has become the key to economic prosperity, social cohesion and personal fulfillment. We can no longer afford to educate the few to think, and the many to do. Instead, we need to draw on the creativity and talents of all our people, bringing about a renaissance of adult learning.

The Learning Age green paper set out our vision for this renaissance. It led directly to the policies we have since enacted: the creation of the Learning and Skills Council, Individual Learning Accounts and learndirect, the University for Industry.

The Learning and Skills Council brings together for the first time the planning and funding of all post-16 learning outside of higher education. It is a historic reform that enables us to get rid of the so-called `schedule 2' divide between the funding of different forms of adult learning that the Tories introduced. It unifies workforce development with community learning, sixth-form education and apprenticeship programmes. The Learning and Skills Council is a national body with 47 local councils, each able to fund the learning opportunities that really matter to their communities. It will drive up skills standards across the country. New specialist Centres of Vocational Excellence in further education colleges will be set up to deliver the skills that employers need to compete, and apprenticeships will be expanded. Adult and community learning will be offered to thousands more people.

Already, over a million people have opened Individual Learning Accounts to fund a wide range of courses. ILAs are highly popular, with an average of 3,000 being opened each day. They are helping people to invest in their own learning, with discounts on courses and for others, #150 paid by the government in return for an individual contribution. They enable people to take greater control of their own learning and career development.

The University for Industry, operating as learndirect, is now offering over 400 courses to people at home, work or in a nationwide network of learning centres. Courses include IT, business and management for small businesses, and adult literacy and numeracy. Some 100,000 people have enrolled for learndirect courses, and over 2.5m have rung the national learning helpline. It is a world-first for on-line learning.

Learndirect will play a central role in our national strategy for tackling the silent scandal of the millions of adults who lack basic literacy and numeracy skills. As a first step, we will improve the basic skills of 750,000 people, backed up by #1.5 bn of funding for new learning opportunities in a wide range of settings - all to consistently high standards. Trade union learning representatives will have an important role to play, and we will give them statutory backing to help people at the workplace to improve their skills.

These are Labour's clear plans. Astonishingly, the Conservative manifesto makes no mention of skills policy, of adult learning or of the challenge of overcoming the digital divide. It seems clear that they plan to cut skills and learning investment, damaging our economic competitiveness and holding back progress for individuals and communities. These may be areas that the Conservatives think they can ignore, but I know they are vital to our prosperity and well being. David Blunkett has been education secretary since 1997.
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Education - Further Education - Rostrum - David Blunkett, first FE lecturer to make education secretary, tots up Labour's post-16 record.

Adult Learners' Week is an opportunity to celebrate the achievements of thousands of people up and down the land. It represents continuity with the rich tradition of adult learning we have in this country. As I said in my introduction to the Learning Age green paper three years ago, we have inherited the legacy of the great self-help movements of Victorian industrial communities. Men and women, frequently living in desperate poverty, were determined to improve themselves and their families. They did so through the creation of libraries, reading clubs, correspondence courses and public lectures. These pioneering efforts embodied a profound ethos of mutuality, creativity and enterprise.

We need to renew these traditions in the very different circumstances of the 21st century knowledge economy. In today's world, learning has become the key to economic prosperity, social cohesion and personal fulfillment. We can no longer afford to educate the few to think, and the many to do. Instead, we need to draw on the creativity and talents of all our people, bringing about a renaissance of adult learning.

The Learning Age green paper set out our vision for this renaissance. It led directly to the policies we have since enacted: the creation of the Learning and Skills Council, Individual Learning Accounts and learndirect, the University for Industry.

The Learning and Skills Council brings together for the first time the planning and funding of all post-16 learning outside of higher education. It is a historic reform that enables us to get rid of the so-called "schedule 2" divide between the funding of different forms of adult learning that the Tories introduced. It unifies workforce development with community learning, sixth-form education and apprenticeship programmes. The Learning and Skills Council is a national body with 47 local councils, each able to fund the learning opportunities that really matter to their communities. It will drive up skills standards across the country. New specialist Centres of Vocational Excellence in further education colleges will be set up to deliver the skills that employers need to compete, and apprenticeships will be expanded. Adult and community learning will be offered to thousands more people.

Already, over a million people have opened Individual Learning Accounts to fund a wide range of courses. ILAs are highly popular, with an average of 3,000 being opened each day. They are helping people to invest in their own learning, with discounts on courses and for others, #150 paid by the government in return for an individual contribution. They enable people to take greater control of their own learning and career development.

The University for Industry, operating as learndirect, is now offering over 400 courses to people at home, work or in a nationwide network of learning centres. Courses include IT, business and management for small businesses, and adult literacy and numeracy. Some 100,000 people have enrolled for learndirect courses, and over 2.5m have rung the national learning helpline. It is a world-first for on-line learning.

Learndirect will play a central role in our national strategy for tackling the silent scandal of the millions of adults who lack basic literacy and numeracy skills. As a first step, we will improve the basic skills of 750,000 people, backed up by #1.5 bn of funding for new learning opportunities in a wide range of settings - all to consistently high standards. Trade union learning representatives will have an important role to play, and we will give them statutory backing to help people at the workplace to improve their skills.

These are Labour's clear plans. Astonishingly, the Conservative manifesto makes no mention of skills policy, of adult learning or of the challenge of overcoming the digital divide. It seems clear that they plan to cut skills and learning investment, damaging our economic competitiveness and holding back progress for individuals and communities. These may be areas that the Conservatives think they can ignore, but I know they are vital to our prosperity and well being.

David Blunkett has been education secretary since 1997.
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NURSES could become doctors and porters could rise to be managers under plans to give health service workers a university. The announcement comes the day after it was disclosed that the number of foreign nurses registering to work in the United Kingdom is to overtake new British nurses for the first time.

The "University for the NHS", modelled on the Open University, will enable staff from cleaners, porters and cooks up to consultants to take courses to improve their qualifications. Tony Blair will announce the #50 million plan today at the Royal Marsden Hospital in London, declaring that "good public services need good public servants". He will promise that "every nurse, every hospital doctor, every porter" will have the chance to better themselves.

The lowest-paid grades - cooks, porters, cleaners and healthcare assistants - will be promised #300 a year to start "individual learning accounts" to help to finance the courses they may want to take.

Under the university plan 100,000 people, a tenth of NHS staff, are expected at any time to be involved in courses which could range all the way up to degrees.

Much of the learning will be screen-based, with input from the Open University or other universities and available on the Internet at learning centres in hospitals or other workplaces. The NHS University should be functioning by 2003 and is portrayed by Labour as a "big idea" for their election campaign. The Open University was started by a previous Labour Government in the 1960s.

The hope is that staff at all levels will take advantage of it. "Cleaners might become healthcare assistants, and healthcare assistants might become nurses," a Labour Party spokesman said.

A sharp rise in recruitment of nurses from the Philippines means that twice as many nurses from overseas are applying for registration as home-grown trainees, the Royal College of Nursing heard at its annual conference in Harrogate.

Foreign recruits, page 4

(c) Times Newspapers Ltd, 2001.
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Good news for hard-up young lawyers. The Department for Education and Employment has launched so-called Individual Learning Accounts that will contribute #150 towards lawyers' continuing professional development. 

ILAs will cover students and pupil and tenant barristers as well as trainees, paralegals and all qualified solicitors. 

2Ends, the specialist online training company, has launched what it says is the first scheme for UK lawyers to make use of the programme.  
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Peter Kingston discovers a course to save old tearaways from death on the road

Some middle-aged male follies - growing a ponytail, say - carry little risk beyond catching the odd quiet snigger. Others can be deadly, particularly one current fad which is now in its deadliest season.

It is something which Graham Owen, a police motorcyclist, and his colleagues get called out to deal with. Time after time when the motorcycle helmet is removed from the leather-clad figure lying crumpled in the road, the face is that of a middle-aged man. While deaths and serious injuries among motorcyclists were falling until the mid-1990s, that trend has now reversed. And the real increase is happening in the 30-59 age band.

`The majority of these accidents take place in sunny conditions on good road surfaces and a lot of them involve no other vehicle,' says Andrew Handford, a police colleague of Owen's.

Why? The explanation increasingly being given is that the men - and it does seem to be almost entirely men - are `motorcycle returners' coming back to biking after a gap of up to 20 years or more.

`They can be people who had motorcycles in the 1970s but moved on in their lives,' says Handford, 37. `Now their children are getting older. Maybe they've got a company car and spare cash for another vehicle. Anyway they've gone out and bought a new motorcycle.'

The real problem is that the missiles they are buying bear no resemblance to the machines they were riding in their youths. They are going for the new sports bikes, replicas of models they see being raced on telly. These have the dinky raked windshields to crouch flat behind while the road whistles by. Some even have a scalloped dent in the fuel tank to rest the chin in.

`They are basically racing motorbikes with number plates,' says Handford. `For #7,000-#9,000 you'll pick up one of the ultimate sports bikes, a Ducati or a Yamaha, with a top speed somewhere in excess of 170mph and which can do nought to 100mph in something like six seconds.'

Owen, 44, who has spent 15 of his 27 years in the force as a police motorcyclist, says: `People don't fully appreciate just how powerful they are or the risks and dangers they'll encounter on the public road. There's an obvious recipe for disaster in being ignorant of either.'

To counter this ignorance, the two officers, with the help of Bedford college, have developed what they reckon are virtually unique advanced courses aimed at riders who are opting for these sports motorbikes rather than the more sedate cruising and hobby machines. The courses, which have been accredited by City & Guilds and are being run for the first time this summer, are taught by serving police officers holding the coveted police class one (advanced) permits for motorcycles, cars and, in some cases, both.

May to October is the season when these riders take their gleaming rockets out of the garage, bringing dread to police control rooms. `When the sun's out, there's a sense of anticipation,' says Owen. `You are not always right, thankfully, but quite often during your shift there'll be an accident involving a motorcyclist.'

Motorcyclists total less than 1% of road traffic, but they suffer 14% of deaths or serious injuries, an appallingly disproportionate casualty rate.

The government now recognises the returning biker phenomenon, making reference to it in its road safety strategy, which was recently published by the Department of the Environment, Transport and the Regions.

Both Owen and Handford accept that things have improved since the days when you could ride anything up to 250cc, for ever on learner plates; when the motorcycle test consisted of riding around four sides of a square, often out of the pedestrian examiner's sight, and you passed provided you managed an emergency stop when he stepped in front of you at the end.

But for those who find themselves, #9,000 lighter, wheeling a sports bike out of the showroom, there is no preparation. `People can return to motorcycling without taking any form of training at all,' says Owen.

He sees education and training as the answer to a problem which can never, in his opinion, be solved by police officers preaching rules and regulations. It was this which prompted Owen to set up his training organisation: RideDrive. The first of the courses have convinced officers and trainees of how little many riders know of, for instance, cornering.

That is one of the techniques concentrated on in the classroom during the first two theory days of the four-day course: where the bike should be in the approach to a left or right hand bend, how to read the bend, which gear to be in, and so on.

Another glaring deficiency is observation. Many riders simply do not look far enough ahead for potential hazards. `We're not dictating how people should ride so much as making them much more aware so that they can make informed decisions,' says Owen.

After the theory days, currently held at three venues in Oxford, Bedford and Bristol, come two days' instruction on the roads. These practical sessions are taught by instructors scattered around the country.

Riders are matched in pairs according to experience, size and self-assessment of ability, and taken out with an instructor. Given their police backgrounds, the instructors can't condone breaking the speed limit, nor do they believe that most purchasers of the sports machines want to do 150mph so much as to buy into the culture and camaraderie of performance biking. But many riders have problems handling the vehicles even when they are within legal speed limits.

`We take them on very difficult roads where to travel at the speed limit is actually rather quick for the type of road, where 60mph is as fast as you'd ever want to travel,' says Owen.

The instructor follows his two students for 20-minute periods, observing their riding. There is a stop after each of these stretches for a debriefing to discuss faults and improvements. Students can find it daunting at first to be observed by a police instructor, but they come to appreciate that the latter want to help rather than criticise them.

Once they've gained the riding qualification, a level 3 qualification, students are eligible to take another City & Guilds-accredited RideDrive course for instructors. Bikers can use Individual Learning Accounts to reduce the #250 course fees; the #100 they actually pay is less than the price of a pair of gauntlets, Handford points out.

`It's certainly worth avoiding waking up in hospital and realising that you can't count up to four on your limbs.'.
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Education - Further - Midlife supercrisis - Peter Kingston discovers a course to save old tearaways from death on the road.

Some middle-aged male follies - growing a ponytail, say - carry little risk beyond catching the odd quiet snigger. Others can be deadly, particularly one current fad which is now in its deadliest season.

It is something which Graham Owen, a police motorcyclist, and his colleagues get called out to deal with. Time after time when the motorcycle helmet is removed from the leather-clad figure lying crumpled in the road, the face is that of a middle-aged man. While deaths and serious injuries among motorcyclists were falling until the mid-1990s, that trend has now reversed. And the real increase is happening in the 30-59 age band.

"The majority of these accidents take place in sunny conditions on good road surfaces and a lot of them involve no other vehicle," says Andrew Handford, a police colleague of Owen's.

Why? The explanation increasingly being given is that the men - and it does seem to be almost entirely men - are "motorcycle returners" coming back to biking after a gap of up to 20 years or more.

"They can be people who had motorcycles in the 1970s but moved on in their lives," says Handford, 37. "Now their children are getting older. Maybe they've got a company car and spare cash for another vehicle. Anyway they've gone out and bought a new motorcycle."

The real problem is that the missiles they are buying bear no resemblance to the machines they were riding in their youths. They are going for the new sports bikes, replicas of models they see being raced on telly. These have the dinky raked windshields to crouch flat behind while the road whistles by. Some even have a scalloped dent in the fuel tank to rest the chin in.

"They are basically racing motorbikes with number plates," says Handford. "For #7,000-#9,000 you'll pick up one of the ultimate sports bikes, a Ducati or a Yamaha, with a top speed somewhere in excess of 170mph and which can do nought to 100mph in something like six seconds."

Owen, 44, who has spent 15 of his 27 years in the force as a police motorcyclist, says: "People don't fully appreciate just how powerful they are or the risks and dangers they'll encounter on the public road. There's an obvious recipe for disaster in being ignorant of either."

To counter this ignorance, the two officers, with the help of Bedford college, have developed what they reckon are virtually unique advanced courses aimed at riders who are opting for these sports motorbikes rather than the more sedate cruising and hobby machines. The courses, which have been accredited by City & Guilds and are being run for the first time this summer, are taught by serving police officers holding the coveted police class one (advanced) permits for motorcycles, cars and, in some cases, both.

May to October is the season when these riders take their gleaming rockets out of the garage, bringing dread to police control rooms. "When the sun's out, there's a sense of anticipation," says Owen. "You are not always right, thankfully, but quite often during your shift there'll be an accident involving a motorcyclist."

Motorcyclists total less than 1% of road traffic, but they suffer 14% of deaths or serious injuries, an appallingly disproportionate casualty rate.

The government now recognises the returning biker phenomenon, making reference to it in its road safety strategy, which was recently published by the Department of the Environment, Transport and the Regions.

Both Owen and Handford accept that things have improved since the days when you could ride anything up to 250cc, for ever on learner plates; when the motorcycle test consisted of riding around four sides of a square, often out of the pedestrian examiner's sight, and you passed provided you managed an emergency stop when he stepped in front of you at the end.

But for those who find themselves, #9,000 lighter, wheeling a sports bike out of the showroom, there is no preparation. "People can return to motorcycling without taking any form of training at all," says Owen.

He sees education and training as the answer to a problem which can never, in his opinion, be solved by police officers preaching rules and regulations. It was this which prompted Owen to set up his training organisation: RideDrive. The first of the courses have convinced officers and trainees of how little many riders know of, for instance, cornering.

That is one of the techniques concentrated on in the classroom during the first two theory days of the four-day course: where the bike should be in the approach to a left or right hand bend, how to read the bend, which gear to be in, and so on.

Another glaring deficiency is observation. Many riders simply do not look far enough ahead for potential hazards. "We're not dictating how people should ride so much as making them much more aware so that they can make informed decisions," says Owen.

After the theory days, currently held at three venues in Oxford, Bedford and Bristol, come two days' instruction on the roads. These practical sessions are taught by instructors scattered around the country.

Riders are matched in pairs according to experience, size and self-assessment of ability, and taken out with an instructor. Given their police backgrounds, the instructors can't condone breaking the speed limit, nor do they believe that most purchasers of the sports machines want to do 150mph so much as to buy into the culture and camaraderie of performance biking. But many riders have problems handling the vehicles even when they are within legal speed limits.

"We take them on very difficult roads where to travel at the speed limit is actually rather quick for the type of road, where 60mph is as fast as you'd ever want to travel," says Owen.

The instructor follows his two students for 20-minute periods, observing their riding. There is a stop after each of these stretches for a debriefing to discuss faults and improvements. Students can find it daunting at first to be observed by a police instructor, but they come to appreciate that the latter want to help rather than criticise them.

Once they've gained the riding qualification, a level 3 qualification, students are eligible to take another City & Guilds-accredited RideDrive course for instructors. Bikers can use Individual Learning Accounts to reduce the #250 course fees; the #100 they actually pay is less than the price of a pair of gauntlets, Handford points out.

"It's certainly worth avoiding waking up in hospital and realising that you can't count up to four on your limbs."
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Sir: Why is it uncharitable to say that the Government uses Conservative language to cover up progressive policies ("We don't need a Home Secretary who makes his predecessor look liberal", 11 June)? Tony Blair and Gordon Brown realised long ago that the preconditions for achieving Labour's goal of creating a fair and just society were threefold.

Firstly, Labour had to get into government, secondly, it had to maintain a prosperous economy and, thirdly, it had to achieve more than one term in office. None of these preconditions could have been achieved without attracting a substantial part of the electorate who had previously voted Tory. In other words, by using Conservative language.

Sadly, this language has not only played its part in giving the party unprecedented power, it has also blinded many progressive voters to the real achievements of Labour's first term and led to the absurd claim that "there is no difference between the parties". Ask the young people benefiting from the New Deal, the many lower-paid workers now receiving the minimum wage and four weeks' paid holiday, the people obtaining new skills through their Individual Learning Accounts, the teachers with new buildings and sufficient classroom resources, the families in receipt of the working families' tax credit, the more disadvantaged pensioners benefiting from the minimum income guarantee.

Of course there are many areas in which Labour's first term saw no improvements. The reversal of the Thatcherite effect on the lower echelons of society cannot be achieved overnight or even in four years. Only "progressives" in middle-income households, living lives that would be unthreatened by any electoral outcome, can be high-minded enough to put ideological purity before the need to attain and retain power.

STUART RUSSELL

Poulton, Gloucestershire.
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Shares in firms that provide public services should soar. Robert Winnett reveals those most likely to prosper

INVESTORS can profit from the big increase in public spending by buying shares in firms that provide services or equipment to the government.

More and more firms are specialising in providing services for hospitals, schools, roads and railways, - and they are tipped to grow rapidly.

Over the next three years, the Labour government has pledged to increase public spending by #68 billion a year, including #12.2 billion on the health service alone.

Over the next decade, it plans to build 100 hospitals, 500 one-stop primary-care centres, and modernise more than 3,000 GP practices. It has also committed billions to building schools and roads and will involve more private firms in the ambitious plans.

Michael Coleman, a partner at Redmayne Bentley, a stockbroker, says: "This government has clearly laid out its spending plans for the next decade.

"Investors should build up a portfolio of firms set to benefit from the proposals."

Here are some of the companies that are poised to profit from the big increase in public spending.

TOREX: The government has pledged #1billion to replace outdated computer systems in the NHS. Torex is the biggest supplier of IT to the health service, providing systems to GPs and hospitals, so its prospects are excellent.

Throughout Europe, governments are upgrading health-service computer systems. UBS Warburg, an investment bank, predicts this will be a #20 billion market by 2005.

Investors may also like to consider iSoft, which offers a rival computer system for hospitals. Experts believe its system is better than the Torex offering because it works with Microsoft software. However, the firm is still relatively small. Williams de Broe, a stockbroker, is forecasting it will grow by 50% a year over the next three years.

Torex shares cost 685p; iSoft closed on Friday at 240p.

NESTOR HEALTHCARE:The employment agency has more than 200,000 nurses and healthcare workers on its books.

Although the government is trying to cut the use of expensive agency nurses, it is unlikely to succeed. Of the 635,000 registered nurses in the country, 150,000 are due to retire over the next five years. Furthermore, nurses are demanding to work more flexible and shorter hours, which means Nestor should prosper.

The firm is diversifying by providing care services for people at home - another growth area. Shares cost 572Ap.

MEDICAL SOLUTIONS: This small firm provides a range of specialist services to hospitals. For example, there is a shortage of pathology departments in the NHS, so Medical Solutions offers pathology services to hospitals.

It employs 30 experts and owns a laboratory that can diagnose cancers without pathologists having to travel. Shares cost 75Ap.

HUNTLEIGH: The government has pledged an extra 7,000 hospital beds, which is good news for Huntleigh Technology, the biggest supplier of the beds. Huntleigh leases beds to the NHS for seven-year periods, which means its profits should rise steadily over the next few years.

Furthermore, because health-and-safety laws set limits on the weights that nurses can lift, hospitals are having to replace traditional beds with mechanised models. Shares cost 317Ap.

OASIS HEALTHCARE:Dentistry has been highlighted by Labour as an area for improvement.

Oasis Healthcare is the only listed dental practitioner in the country. It has 23 surgeries offering treatment to both NHS and private patients and is planning to quadruple in size over the next three years.

Investors may also like to consider Health Clinic, which runs a chain of opticians but is planning to expand into dentistry and physiotherapy. Shares in Oasis Healthcare cost 36p, while those of Health Clinic are 218p.

AMEY: The construction company is increasingly working with the government on so-called public-private partnerships and private-finance initiatives. The government pays firms such as Amey to build, run and maintain projects.

For example, the firm builds and maintains roads and railways. It also builds and manages hospitals and schools. The potential market is massive, given Labour's hospital-building programme. Amey has also been shortlisted to maintain several London Underground lines. Shares cost 365p. Investors should also consider rivals such as Interserve, which has just won a #530m contract to build and manage hospitals in the Midlands. Serco, Amec and Balfour Beatty are bidding for similar business.

Shares in Amec cost 513p. Interserve closed at 522Ap on Friday; Serco, 422Ap; and Balfour Beatty, 192p.

CAPITA: The country's biggest outsourcing company is a favourite of the Labour government. It recently won a #50m contract from the education department to implement the new Individual Learning Accounts to encourage adult education.

Capita recruits, supplies and trains more teachers than any other firm and provides support functions, such as payroll and personnel management, for a growing number of education authorities. The company's shares cost 492p.

NORD ANGLIA: This firm runs and manages schools on behalf of local education authorities - a growing business estimated to be worth billions of pounds a year.

It is preparing to manage Abbeylands school in Surrey after becoming the preferred bidder earlier this year. It is also in talks with Waltham Forest council in London.

It runs schools for children of all ages but specialises in nursery education.

Nord Anglia has recently been tipped by Paul Kavanagh, the Sunday Times columnist, and its profits have soared by 50% over the past six months. Shares cost 270p.

(c) Times Newspapers Ltd, 2001.
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Government needs to rediscover its enthusiasm for individual learning accounts, says Conor Ryan

Just before the election, ministers hailed the opening of the millionth individual learning account. It was another manifesto commitment met, but it could have been met much sooner had the ILA been embraced with as much enthusiasm by those delivering them as they were by those invited to open them.

With skills now having pride of place in the education department's remit, there is no excuse for not encouraging a rapid expansion in this term. The secretary of state for education and skills, Estelle Morris, should put the ILA at the heart of her skills strategy.

Accounts can be opened in two ways: individuals can get #150 in their account if they contribute at least #25 themselves. Alternatively, they can take advantage of training discounts, with larger discounts supporting key skills such as computer literacy or basic maths. When they were first advocated, some saw them as the way of solving universities' funding problems. But Labour narrowed them to supporting training linked with the Ufi (formerly the university for industry).

Two major obstacles prevented a more rapid expansion. The first was a predictable caution by the Treasury, which is keener on promoting savings accounts.

Gordon Brown needs to offer greater incentives for training through ILAs, not just tax relief but easy-to-understand additions to people's accounts like the #150 for #25 in the first million accounts. Small employers also need better incentives to encourage them to support training.

The second obstacle was a suspicion among many in the further education and training establishment (including some in Whitehall) of giving the consumer greater choice. There is still a benign paternalism there. Of course, we don't want people frittering away state money, but learndirect, the telephone and internet advice service, should be used to provide more help. Even if someone opts for a less vocational course first time around, it is likely to give them a taste for learning that will translate into a more skills-oriented course next time.

But the Department for Education and Skills doesn't just need Treasury concessions or a self-imposed enthusiasm, it also needs to have a bonfire of many existing training schemes, replacing them with ILAs. The civil service is good at inventing new schemes, but poor at scrapping redundant ones.

Critics of the ILAs argue that many of the 1.25m people with accounts would have done training anyway, and would have been happy to pay the full fees.

This misses the point. The ILA teams in local learning and skills councils are building a huge data base of interest in learning, which will be invaluable for marketing future courses. Even if the ILAs are a `loss-leader', it will be money well spent for them as well as for the economy.

And more importantly, the ILAs have the potential - with the right marketing - not only to bring people back to education who may have last experienced it at the age of 16, but also to encourage individuals to take responsibility for the development of their own skills. With better incentives, a tripartite partnership of government, employer and individual can change the face of lifelong learning.

When people do come back - and almost half a million account holders have already booked courses - it is vital that training is provided in the setting that best suits the learner. With up to 6,000 new online centres being set up in the next few years, the right mix of flexibility and joined-up thinking is needed to build on this enthusiasm.

As the government develops the `baby bond' idea, with money from the state starting a family account available to a young person at 18, the potential for encouraging new accounts and a genuine culture of lifelong learning is even greater.

ILAs were New Labour's big idea for skills training in 1997. At the start of their second term, the public are responding. It is time for ministers to realise just how big an idea they can be for the future. Conor Ryan is David Blunkett's former political adviser.
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EVEN IN the current economic gloom, investors can find a growth company with highly predictable earnings: it is the outsourcing group Capita.

The company yesterday recalculated its "addressable market", its guess as to the value of the services for which it could win contracts from the public and private sectors. It thinks it could get new business from across central and local governments, whereas before it had counted on work from just a handful of departments, and has factored in new private-sector opportunities, too. Capita now thinks #50bn of services are up for grabs to companies of its ilk.

And Capita is capturing a lion's share. Interim results yesterday showed revenues leapt 55 per cent to #323m and profits rose #7.2m to #21m. The performance from its two recent acquisitions exceeded forecasts, in particular at IRG, through which Capita is taking over back-office services in the insurance industry.

The hope is that any economic downturn would push businesses to cut costs by outsourcing day-to-day chores such as IT or human resources.

But more than 60 per cent of Capita's profits still come from government contracts. The group has contracts to administer the new Individual Learning Accounts, which is among the sexier of its hundreds of public-sector roles. Rod Aldridge, the executive chairman, reckons it is only a matter of time before Capita can get a foothold in the National Health Service, too.

Typically signed up to long-term contracts, it is already guaranteed 70 per cent of its internal revenue target for 2003. Meanwhile, the group is winning one in every two of the contracts it bids for. Little wonder that the management is rated as among the best in the City. An eye-popping forward price-earnings ratio of 60 has made investors wary in recent months, but the extraordinary growth it revealed yesterday justifies the price. Capita is one of The Independent's tips of the year and, up 34.5p to 457.5p yesterday, is still a buy.

NATIONAL NEWS - Business may help educate under-skilled employees. 
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Employers could be asked to contribute to the Individual Learning Accounts of under-skilled employees as the government tries to tackle the "huge challenge" of adult education. 

Adult learning has been allowed to fall behind the rest of education, according to John Healey, adult skills minister. In Labour's first term "it was schools first and skills followed", he said. 

"We are a step behind on adult skills than we are for the compulsory school age groups and the 16 to 19-year-olds that are still within the system." 

Mr Healey said that 7m adults - 20 per cent of the adult population - lack the reading and writing skills of an 11-year-old, while 1m are functionally illiterate. 

Keen to stress a second-term focus on adult education, Mr Healey said the "necessary impact" could only be achieved with a more cross-departmental approach to skills and training. 

"It needs to be seen as a productivity issue; it needs to be seen as a competitive issue; it needs to be seen as an employment issue." 

However, finding practical policies for adults is far more difficult than for school leavers. "You don't have a group who are going through compulsory learning, they are older, they are very dispersed ... those who lack basic literacy and numeracy skills have had very bad learning experiences in the past and they have got lives in which finding the time, on top of the motivation, to learn is quite a tall order." 

Such difficulties were reflected in a plan released by the Skills Council, the body responsible for post-16 education, earlier this week. In phase one of its 10-year plan, the council set out far less prescriptive targets for adult learners compared with those for school leavers. 

Mr Healey, a former aide to Gordon Brown, the chancellor, said the government had to be "more imaginative" about hooking adult learners. 

He pointed to possible tax incentives for businesses, signalled in the March Budget, as an obvious route. Individual Learning Accounts could become a vehicle through which employers make contributions. 

Trade unions could be used as a useful channel to connect with less accessible potential learners - older men, people from ethnic minorities, part-time and casual workers, said Mr Healey.  

Open Eye - Right time for part-time.

By Geoff Peters.
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AUGUST IS the only time of year when those of us tucked away inuniversities can guarantee that higher education will hit the frontpages. Many factors conspire to fuel media interest. The markedincrease in young people entering university means that many morepeople know someone who has a stake in this year's A-levels/Highersresults. Simultaneously marketing folk working in almost every line ofbusiness seem to have discovered the "lifetime value" of potentialgraduates; and no two of the last six years have been the same in termsof student support such as loans and fees.

This year has the added spice that a large number of universities andcolleges recruited far fewer students than they were contracted toteach and many Vice Chancellors will be anxious to halt the consequentdecline in their funding. The raw facts are startling. In England alone53 institutions handed back #35m because of under-recruitment. Howevera closer examination shows even more interesting features. Not only wasthe Open University exempt from this plateau in demand, in England italso accounted for the majority of the growth in undergraduate levelplaces. This buoyancy in attractiveness seems set to continue. Alreadythe university has received more than 350,000 enquiries from potentialnew students who want to study in 2002. This record number is more thana third higher than the same point last year.

Why should this be? I doubt that there is a single cause, but there areseveral hypotheses. The quality of the learning experience that OUstudents enjoy is no doubt a major factor. Probably very few applicantsknow just how very highly the OU ranks in the league tables of subjectsthat have been rated as excellent, but we know from our research thatpotential applicants realise from friends and colleagues that OUquality is dependable.

At the same time the Government has introduced changes that have begunto level the playing field for some part-time students. Fee waivers forstudents on benefit, Individual Learning Accounts, Disabled StudentsAllowances and hardship funds, although not universally available, haveopened the door to higher education for many thousands of OU students.

However, if I had to identify one single factor it would be theattractiveness of lifestyle learning. When the OU first started, it wasthe only option for many of those who had not attended a full-timecourse at 18 or 19. Nowadays young full-time students are a minority ofthe students in the traditional universities, but lifestyles havechanged too. For those in employment the hours and places of work areincreasingly varied, and for those with caring responsibilities theopportunities for study are often irregular. The OU may have beenconceived in the 20th century, but for many it is clearly a crucialpart of 21st century life.

Professor Peters is acting Vice-Chancellor of the Open University.
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The task for the Conservatives is to make us a nation of savers again

One of the surprises of the general election was how little progress Labourmade with children's bonds. They were supposed to be Labour's "big idea" -an endowment for every child. But somehow the proposal didn't take off. Itseemed like yet another gimmick from a Government which has alreadyintroduced far too many special schemes and payments into our complicatedwelfare state.

Behind this proposal there was, however, the germ of an important idea. Wefocus a lot of attention on fine-tuning the distribution of income throughour intricate tax and benefit system. And we focus, of course, on theservices delivered by the welfare state, such as health and education. Butpolicymakers don't pay as much attention to savings and assets. Yet, as wecan see from the latest round of stories about house prices, owning assetscan capture the imagination too. Look at our own Conservative success withcouncil house sales and selling shares in privatised industries.

It's long been part of the Conservative vision to create the property-owningdemocracy. And we must be very uncomfortable therefore with a society inwhich the median level of wealth held in financial assets is #750 and wherearound one third of individuals have no interest-bearing financial assets atall. Any Conservative must surely want those figures to be far greater aspart of our vision of a strong society, in place of an old-fashioned welfarestate.

There's a good practical reason as well. It is too easy to focus all ourattention on rolling back the State without thinking of what we put in itsplace. No amount of ingenious schemes for saving money on welfare will workif most people have such tiny savings and such modest personal insurancethat when adversity strikes they must turn to the State.

That is why the most worrying single economic statistic is the figure forthe proportion of their income that British households are saving - thesavings ratio. It was running at 10.6 per cent in the second quarter of1997. Nobody seemed very troubled when a few weeks ago it was revealed thatit was down to 4.1 per cent after averaging 4.5 per cent during 2000. Anynation which is saving so little is heading for long-term welfaredependency.

Economists offer elaborate explanations of such changes in terms of theeconomic cycle - if Gordon Brown acknowledges that it still exists. But thereal question is why, after adjusting for the economic cycle, our rate ofsaving is lower than that of most other advanced Western countries. Theexplanation must be that it is partly because of the way savings aresystematically penalised in both the benefits and tax systems.

One way in which politicians can encourage saving is to introduce astraightforward and comprehensible tax and benefit regime. It was deeplyirresponsible of the Chancellor to abolish Peps and Tessas and replace themwith Isas because millions of people who were just getting used to ourschemes then had to master a new set. Stakeholder pensions suffer a similarproblem. One independent analysis showed that the Government had succeededin spreading awareness of these pensions to 54 per cent of the population -so far, so good, one might think. But the effect has been to leave peopleeven more confused than before. Some 52 per cent of people are now "in thedark" about retirement planning -10 per cent more than before stakeholderpensions came along.

Both parties have been trying to tackle the problem of low savings. As wellas the Child Trust Fund and stakeholder pensions, Labour has introducedindividual learning accounts - aimed at helping the less well-qualified topay for training. Conservatives have offered family scholarships for peoplewho want to return to work after taking time off for young children,incentives for special savings to meet the costs of long-term care, and aradical proposal to enable young workers, if they wish, to opt out of thebasic state pension and have a "real" fund instead.

It must be possible to construct something far simpler than all thesespecial schemes; for instance, a personal fund that brings together thevarious special savings schemes in one account which would help peoplethrough the different stages of their lives. It could be disregarded for thepurposes of the benefits system and exempt from tax, to be drawn from tohelp to finance education or a pension or long-term care. And as people topit up with their own money, the rules could be less restrictive.

We also aspire to ease the burden of tax on savings through reformingcapital gains tax and inheritance tax. But can we really expect to offervaluable help for the middle classes facing onerous taxes on their savingsif we don't offer a better prospect to the less well-off of building upsavings too?

The classic argument for the welfare state is that it smooths out our incomeacross the life cycle. While it might appear that the system redistributesfrom rich to poor, often it is in fact helping each individual as they passfrom times when they are affluent to those when they are in need. This hasalways been a powerful argument in favour of the welfare state but it doesnot mean that there has to be a single monolithic state scheme.

A personal fund would take this classic function of the welfare state andapply it to everyone individually with our own pot of savings. It would alsobe far more flexible because it would encourage us to boost the fund withsavings of our own. That incentive to save is crucial.

This could be an important step to a true property-owning democracy. Wewouldn't just be rolling back the State - we would be putting something farbetter in its place.

comment@thetimes.co.uk

(c) Times Newspapers Ltd, 2001.
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The Individual Learning Accounts system has proved open to abuse, withcomplaints of hard sell and poor service from some course providers.Jessica McCallin reports

A government-financed #200m adult education initiative is beingmanipulated by unscrupulous companies, according to trading standardsofficers, with possibly millions of pounds of taxpayers' money beingwasted.

Individual learning accounts (ILAs), which give people #150 towards thecost of a course, were launched last year in an attempt to stimulateadult and life-long learning.

Course providers have begun cold-calling potential students to drum upnew business, sending unsolicited emails and mailshots, stopping peoplein the street or knocking on doors on the off-chance. The sales methodsare perfectly legal and most companies in the field are reputableeducational establishments.

But in a growing number of cases, people have signed up for courseswithout realising it, allowing the provider to pocket the #150 withouttaking on a student.

September's issue of Trading Standards Today, the in-house journal fortrading standards officers, will highlight abuses of the system, andcall for a government inquiry.

It says: `Trading Standards officers in Warwickshire have revealedcompanies have been door-knocking at residents' homes, asking them tosign up for `free educational courses'.

`When the individual signs up, the `course' organisers are able toclaim the #150, but those who sign up are offered little more thancheap educational booklets and no actual support or real learningopportunities.

`Trading Standards officers are concerned the money these companies arereceiving is not benefiting those who sign up, and have begun aninvestigation.'

Noel Hunter, director of Warwickshire Trading Standards service, said:`People are signing away their opportunity to monetary support foreducational courses because of the activities of these companies. Weare raising our concerns with the Department for Education and Skills(DfES) who administer the scheme."

Under the ILA system, government funding is paid straight to thelearning provider, not the student. Once the learning provider has thewould-be student's consent, it can access their ILA and obtain themoney.

Often, students only realise the money is gone when they find a coursethey want to do, contact the ILA to get the money released and are toldit has already been paid out.

Even where fraud is not in volved, hard sell and poor service have leftsome students unhappy with the system.

Gillian McIver, who spoke to Jobs and Money this week, is angry aboutthe treatment she received when she was stopped outside her local jobcentre in Hackney, east London, in May by a man wearing an IndividualLearning Account badge.

She says he explained the ILA system to her, telling her that while hiscompany didn't offer the TEFL (Teacher of English as a ForeignLanguage) courses she wanted, others did, and encouraged her to applyfor an account - which she did.

Several weeks later she received a card through the post with her ILAnumber on it. A week after that she got a phone call from someone whoshe thought was from the ILA, who asked for her card number asconfirmation that she had received the card.

She gave them the number and was told that she would receive aninformation pack in the post. This never came.

Gillian says that she thought no more about it until she found a TEFLcourse to enroll in, contacted the ILA to find out what to do and wastold her #150 had already been taken by a firm called RMCG.

She alerted her local MP, trading standards office and The Guardian.Since then, RMCG has contacted her to say that a mistake was made bythe man outside the job centre and it has put the money back into herILA.

Gillian, however, is not impressed. `I had to make a big stink to getthe problem solved and I don't know if most people would be willing todo this,' she says.

Robert Mark Andrews from RMCG is adamant the company did nothing wrongand offers a different version of events. `We did not get Gillian tosign up under false pretences. She signed an enrolment statement sayingshe wanted to do one of our life-plan learning diplomas and voluntarilygave us her ILA number when we recontacted her.'

Establishing who is at fault is very difficult, but trading standardsofficers say that the frequency of complaints suggest that thestructure of the scheme should be reviewed.

To date, 1.2m ILAs have been taken out and 800,000 of them spent. Howmany of them have been spent without the account holder's knowledge isimpossible to gauge.

The DfES says it investigates all complaints and takes appropriateaction, suspending learning providers who don't play by ILA rules.

Work - Doing the write thing - With up to 15 per cent of young peopleentering the job market ...

By Conal Walsh.

856 words

Publication date: 9 September 2001

Source: The Observer

Page: 20

(c) 2001

Work - Doing the write thing - With up to 15 per cent of young peopleentering the job market functionally illiterate, basic skills education iseconomically vital, writes Conal Walsh.

BRITISH workers are finding it more and more difficult to read, write andhandle basic arithmetic, according to new figures on adult illiteracy.

A study by the University of Ulster concluded that between 4 and 15 per centof school leavers are 'functionally illiterate' - they may be able to readand write to some extent, but can't function properly in a world thatrequires them to read computer screens or fill in forms. Are these youngpeople condemned to a life of underachievement in the workplace?

The Ulster study, published last month after a survey of 1,000 peoplethroughout the UK, pointed out that a report by HM School Inspectors in 1912showed an illiteracy rate of just 2 per cent. But that is not proof,apparently, that standards have slipped.

It is difficult to make direct comparisons because the definition of'illiteracy' was different in 1912. And today many educationalists place agreater emphasis on 'all-round' communication skills. They argue, forexample, that children are taught to express complex ideas on paper betterthan their forbears - even if their spelling is not as good, or theirhandwriting as tidy. Even so, 'traditional' literacy is still consideredessential in the workplace. The Ulster study showed that young peoplethemselves are aware of the damage that a poor grip of the three Rs can do.Of those surveyed, seven in 10 said poor spellers were seen as 'careless,young, immature and unreliable'. And the Government is clearly worried.

The past year has seen a rash of statistics showing that poor literacy couldplace a serious cap on Britain's chances of developing a highly skilledworkforce. The Organisation for Economic Co-operation and Development hasshown the proportion of 17-year-olds in education and training is lower inBritain than almost all other industrialised countries.

The Learning and Skills Council, the Government body responsible for post-16education, unveiled an ambitious range of remedies in July. In its firstcorporate plan, the council, which has a #5.5 million budget this year,pledged to give Britain a workforce matching the best in knowledge andproductivity by 2010.

However, the scheme has its critics. While broadly supportive of theinitiative, Kirsty McHugh, policy adviser at the British Chambers ofCommerce, fears that the retraining may not be vocational enough.

'From a nationwide perspective, we're not getting enough people moving intothe sort of high-skilled, high-tech jobs which we need to survive as astrong economy in the future. From our point of view, you shouldn't just beherding everyone into the local further education institution. There is roomfor learning and skills development in other areas, including theworkplace.'

McHugh also says there is not enough emphasis on retraining workers who havelong since left school. Britons aged 25 to 44 rank below their peers in theeducational tables. But while the Learning and Skills Council estimates that7 million British adults are functionally illiterate, its target is to help750,000.

'Of course we need to prevent the skills deficit occurring before our kidsleave school,' McHugh says. 'But we are still stuck with 7 million adultswho can't read and write properly. A great many of those are in theworkplace, holding down jobs perfectly adequately. But in terms of theproductivity agenda, we have to upgrade their skills.'

John Healey, the adults skills Minister, accepts that adult learning hasbeen allowed to fall behind and says the Government has to be 'moreimaginative' in tackling the problem. 'Those who lack basic literacy andnumeracy skills have had very bad learning experiences in the past and theyhave got lives in which finding the time, on top of the motivation, to learnis a very tall order.'

In Labour's first term 'it was schools first and skills followed', saysHealey. But now Labour is focusing on adult education. 'It needs to be seenas a productivity issue; it needs to be seen as a competitive issue; itneeds to be seen as an employment issue.'

Healey has suggested possible tax incentives for businesses that help theiremployees retrain. Trade unions could also be used to get the message toolder male workers, people from ethnic minorities and other less accessiblesections of the workforce, he says.

So far, though, lifelong learning initiatives introduced since 1997 have notbeen conspicuous successes. These include Government-subsidised trainingoffered to school leavers through 'individual learning accounts', and theso-called 'University for Industry', which provides IT training for smalland medium-sized companies.

Experts are now pinning their hopes on the imminent findings of thePerformance and Innovation Unit, a cross-departmental panel set up at theCabinet Office to find ways of getting more out of British workers.
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The wrong students have applied for the government's ILAs, says PeterKingston

A government initiative to encourage adults to take up learning byoffering up to #150 towards the cost of their studies is proving hugelypopular, but it is failing to reach the right people, according to newresearch. This research concludes that most of those who have taken theopportunity to open individual learners accounts (ILAs) would probablyhave pursued studies anyway, or given them serious consideration.

But there is scant evidence that the government initiative is reachingpeople from those disadvantaged groups that ministers want to coax intolearning as part of Labour's widening participation strategy.

Over 1.9m people have opened ILAs since they were launched lastSeptember. The study, by the Learning and Skills Development Agency(LSDA), found that they have been enthusiastically marketed by somecolleges, providers of training, and employers.

`But the research shows that most of the take-up has been among peoplewho are already receptive to learning, with little evidence that ILAshave reached those in greatest need - disadvantaged learners,' itsays.

The report urges colleges and other institutions to make more effectiveuse of the ILA scheme and to review how it is handled within theirorganisations.

`Individual learning accounts are clearly popular among both learnersand providers of education and training, and may prove to be an important trigger for increasing the numbers of adult learners,' says MickFletcher, research manger at the LSDA. `But more work needs to be donereaching those in greatest need, which demonstrates the importance ofmarketing learning to a wider audience.'

Anyone aged 19 or over can open an ILA. The first million people whoused their accounts - many opened accounts but have not yet used themto get discounts on courses - received credits of up to #150.Subsequent users received discounts of 80% on IT-related courses and20% on others.

The discounts apply to a wide range of courses, but cannot be claimedfor driving lessons or any kind of recreational leisure activities.

Researchers decided that educa tion and training providers supportedILA very enthusiastically mainly because they are not means-tested andtherefore are available to all. But researchers found that while somecolleges were actively advertising ILAs, others were waiting for peopleto ask about them. Thirty-five per cent of people opening accounts hadlearned of them through an educational institution, suggesting thatthese were people who might well have enrolled for courses or learningprogrammes anyway.

`When people only find out about ILAs when they go into a college, it'shard to see how they are bringing in new learners,' says one of thosewho heard about an account in that way.

At some colleges where less effort has been put into promoting ILAs,one reason given was that there was uncertainty whether the policywould continue or would be scrapped soon. Staff were waiting for aclear commitment from the government that the scheme would continue formore than another year.

A DfES spokesperson said: `ILAs are designed to encourage the widestrange of people to invest in their own learning. They have been hugelysuccessful in giving opportunities to 1.9m people in England.

`However, some learners still remain hard to reach and the governmenthas started pilot scheme with community groups in Liverpool, London,Kent and Sheffield to address this.'

The spokesperson said these schemes were designed to test newapproaches aimed to reach those least likely to pursue learning.

Further - Learning called to account - The wrong students have appliedfor the government's ILAs, says ...

By Peter Kingston.
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Further - Learning called to account - The wrong students have appliedfor the government's ILAs, says Peter Kingston.

A government initiative to encourage adults to take up learning byoffering up to #150 towards the cost of their studies is proving hugelypopular, but it is failing to reach the right people, according to newresearch. This research concludes that most of those who have taken theopportunity to open individual learners accounts (ILAs) would probablyhave pursued studies anyway, or given them serious consideration.

But there is scant evidence that the government initiative is reachingpeople from those disadvantaged groups that ministers want to coax intolearning as part of Labour's widening participation strategy.

Over 1.9m people have opened ILAs since they were launched lastSeptember. The study, by the Learning and Skills Development Agency(LSDA), found that they have been enthusiastically marketed by somecolleges, providers of training, and employers.

"But the research shows that most of the take-up has been among peoplewho are already receptive to learning, with little evidence that ILAshave reached those in greatest need - disadvantaged learners," itsays.

The report urges colleges and other institutions to make more effectiveuse of the ILA scheme and to review how it is handled within theirorganisations.

"Individual learning accounts are clearly popular among both learnersand providers of education and training, and may prove to be an important trigger for increasing the numbers of adult learners," says MickFletcher, research manger at the LSDA. "But more work needs to be donereaching those in greatest need, which demonstrates the importance ofmarketing learning to a wider audience."

Anyone aged 19 or over can open an ILA. The first million people whoused their accounts - many opened accounts but have not yet used themto get discounts on courses - received credits of up to #150.Subsequent users received discounts of 80% on IT-related courses and20% on others.

The discounts apply to a wide range of courses, but cannot be claimedfor driving lessons or any kind of recreational leisure activities.

Researchers decided that educa tion and training providers supportedILA very enthusiastically mainly because they are not means-tested andtherefore are available to all. But researchers found that while somecolleges were actively advertising ILAs, others were waiting for peopleto ask about them. Thirty-five per cent of people opening accounts hadlearned of them through an educational institution, suggesting thatthese were people who might well have enrolled for courses or learningprogrammes anyway.

"When people only find out about ILAs when they go into a college, it'shard to see how they are bringing in new learners," says one of thosewho heard about an account in that way.

At some colleges where less effort has been put into promoting ILAs,one reason given was that there was uncertainty whether the policywould continue or would be scrapped soon. Staff were waiting for aclear commitment from the government that the scheme would continue formore than another year.

A DfES spokesperson said: "ILAs are designed to encourage the widestrange of people to invest in their own learning. They have been hugelysuccessful in giving opportunities to 1.9m people in England.

"However, some learners still remain hard to reach and the governmenthas started pilot scheme with community groups in Liverpool, London,Kent and Sheffield to address this."

The spokesperson said these schemes were designed to test newapproaches aimed to reach those least likely to pursue learning.

Radio 1 97.

2493 words

Publication date: 16 October 2001

Source: The Guardian

Page: 20

(c) 2001

Radio 1 97.6-99.8 MHz 7.0 The Radio 1 Breakfast Show With Scott Mills10.0 Jo Whiley 1.0 Mark Radcliffe 3.0 Chris Moyles 6.0 Dave Pearce 8.0Evening Session 10.0 John Peel 12.0 The Radio 1 Rock Show 2.0 VickyMarsden 4.0 Nemone. The Early Breakfast. Radio 2 88-91 MHz 6.0 SarahKennedy 7.30 Wake Up To Wogan 9.30 Ken Bruce 12.0 Jimmy Young 2.0Richard Allinson 5.0 Drivetime With Johnnie Walker 7.0 Kiri's ClassicalWorld 8.0 Nigel Ogden 8.30 Hat Trick: The Story Of Flanders And Swann.The 50s wit of Flanders and Swann. 9.30 Miles Davis: Ten Years On. Newseries. Ravi Coltrane profiles the legendary trumpeter. 10.0 SteveHarley's Sounds Of The 70s 10.30 Mark Goodier 12.0 Janice Long 3.0 AlexLester. Including Pause for Thought at 3.30. Radio 3 90.2-92.4 MHz 6.0Morning On 3. With Penny Gore. Nielsen: Little Suite for Strings, Op 1.Ostrobothnian Chamber Orchestra/Juha Kangas. Ravel: Violin Sonata.Gidon Kremer (violin), Elena Bashkirova (piano). Haydn: Overture:L'Infedelta Delusa.

 Haydn Sinfonietta Wien/Manfred Huss. Stanchinsky:Piano Sonata No 2. Thomas Ades (piano). Vivaldi: Autumn: The FourSeasons. Tafelmusik/Jeanne Lamon. Kodaly: Hary Janos Suite. BudapestFestival Orchestra/Ivan Fischer. 9.0 Composer Of The Week: Desprez.Josquin Desprez was something of a man of mystery, but one thing isclear - he was one of the great composers of all time. Today, piecingtogether the available fragments of information about him, DonaldMacleod continues his survey of the composer's life. Ave Maria, GratiaPlena. Hilliard Ensemble/Paul Hillier. Mass Hercules Dux Ferrariae. NewLondon Chamber Choir/James Wood. Vultuum tuum Deprecabuntur. OrlandoConsort. 10.0 Work In Progress: Esther Freud. The author talks aboutresearching her new novel set in a Suffolk village today and in the50s. 10.05 CD Masters. With Jonathan Swain. Debussy: Rondes DePrintemps, Images. London Symphony Orchestra/Pierre Monteux. Schubert:Impromptu in C minor. Radu Lupu (piano). Mendelssohn: String Quartet inE flat. Talich Quartet. Mahler: Um Mitternacht, Ruckert Lieder.Kathleen Ferrier (contralto), Vienna Philharmonic Orchestra/BrunoWalter. Debussy: Le Martyre De Saint Sebastien, symphonic fragments.London Symphony Orchestra/Pierre Monteux. 11.30 Morning Performance.Fiona Talkington introduces highlights of this year's Kuhmo ChamberMusic Festival in Finland. Performers include mezzo-soprano LilliPaaskivi. Sphor: Nonet, Op 31. Schubert: Ganymed, D544; Lied DerMignon, D877 No 3; Suleika I, D720. Mendelssohn: String Octet, Op 20.1.0 News; Radio 3 Lunchtime Concert. From Belfast's Elmwood Hall, arecital by 24-year-old German cellist Daniel Muller-Schott and Americanpianist Robert Kulek. Beethoven: Cello Sonata No 5 in D, Op 102 No 2.George Crumb: Sonata for Solo Cello. Poulenc: Cello Sonata. 2.0 The BBCOrchestras. Presented by Tommy Pearson. The BBC National Orchestra ofWales's principal violist Steven Burnard steps into the spotlight assoloist in Walton's Viola Concerto. This concert was recorded inWrexham earlier this year on Richard Hickox's first North Wales Tourwith the orchestra. BBC National Orchestra of Wales/Richard Hickox.Ravel: Le Tombeau De Couperin. Walton: Viola Concerto. Steven Burnard(soloist). Vaughan Williams: Symphony No 5. 3.40 Making Tracks. SimonThomas and Matt Baker play records for younger listeners, includingmusic for 11 trumpets, two violins and two sopranos. 4.0 Voices. IainBurnside talks to opera and theatre director Francesca Zambello. Herselection of vocal music ranges from opera to Rodgers and Hart to kdlang. 5.0 In Tune. Sean Rafferty with music, plus news from the artsworld. Including 5.0, 6.0 News. 7.30 Performance On 3. Chris de Souzaintroduces a concert live from Symphony Hall, Birmingham. City ofBirmingham Symphony Orchestra conducted by Sakari Oramo, with AnneEvans (soprano). Wagner: Prelude to Act 1 of Lohengrin, Elsa's Dream.Rued Langgaard: Symphony No 4, Leaf-fall, first UK performance. 8.15Twenty Minutes. Richard Foster explores the Gothic revival and theforces that swept across northern Europe, replacing the prevailingtaste for the classical style with a passion for all things medieval.8.35 Performance on 3, Part 2. Wagner: Prelude and Liebestod, TristanUnd Isolde. Nielsen: Symphony No 5. 9.45 Night Waves. Richard Colessees Jitney, August Wilson's off-Broadway smash about the men drivingunlicensed cabs in the America of the 70s, which is coming to theNational Theatre. He also talks to Louis Menand, whose book TheMetaphysical Club explores the origins and development of "pragmatist"thinking in late 19th-century America. 10.15 Late Junction. RobertSandall showcases weird and wonderful sounds from artists featured inthe Stockhausen-inspired Elektronic festival, taking place this week atthe Barbican Centre in London. 12.05 Through The Night. With SusanSharpe. Anon: A Santa Maria Dadas, Cantigas de Santa Maria. WilhelmStenhammar: Late Summer Nights, Op 33. Fanny Mendelssohn: Trio, Op 11in D minor. Handel: Perche Viva il Caro Sposo, Rodrigo. Utrecht EarlyMusic Festival 2000. Gustav Uwe Jenner: Trio in E flat. 3.0 BBCSchools. Something to Think About. Let's Move. Time to Move. Storiesand Rhymes. Word Games 1. 4.25 Word Games 2. The Song Tree. 5.0 Throughthe Night (cont). Leo Brouwer: Berceuse. Francaix: 11 Variations on aTheme by Haydn. Haydn: Harpsichord Concerto in D. Hurlebusch: Concertoin A. Lyubmyr Mateyko: The Song of the Ukrainian Cossack Girls; TheBukovynian Girl On a Goat. Radio 4 92.4-94.6 MHz; 198 kHz 5.35 WorldNews And Shipping Forecast 5.43 Prayer For The Day. 5.45 Farming Today.Miriam O'Reilly hosts. 6.0 Today. Sue MacGregor and James Naughtiepresent news headlines and sport. Including Thought for the Day. 9.0The Choice. Michael Buerk talks to physiologist Colin Blakemore, whosupports animal testing for medical research, about the 14-year hatecampaign against him and his family. 9.30 5 Numbers. Simon Singhinvestigates the imaginary number i, also known as the square root of-1. 9.45 (LW) Daily Service 9.45 (FM) Book Of The Week: Betty Boothroyd- The Autobiography. The former Speaker of the House of Commons recallsher life in politics. 10.0 Woman's Hour. Discussion and interviews,with Jenni Murray. Drama: Part two of Mary Barton, by ElizabethGaskell. 11.0 Nature. John Ruthven goes in search of the blue whale,the biggest creature that has ever lived, but which we still knowlittle about. 11.30 Left Bank Of The Mind. New series. Mark Thomaslooks at the way comedians used humour to challenge the prevailinghegemony and prick the conscience of the political elite in 1950sAmerica, beginning with Mort Sahl, whose stand-up comedy angered theMcCarthyite establishment and inspired British satirists of the 1960s.12.0 (LW) News; Shipping Forecast 12.0 (FM) News 12.04 You And Yours.Consumer and public interest reports, presented by Winifred Robinsonand Peter White. 12.57 Weather 1.0 The World At One. Round-up ofcurrent affairs, with Nick Clarke. 1.30 The Real History Of Opera. HuwEdwards examines the class, race and gender themes in Bizet's Carmen.Last in the present series. 2.0 The Archers. Emma's stereo lands her inhot water. (R) 2.15 Afternoon Play: Always On My Mind. By CarolynBonnyman. A dark comedy about grief, love, death and Elvis Presley. 3.0Making History. Presenter Sue Cook investigates historical mysteries,local legends and architectural oddities. 3.30 On Stage At Cheltenham.Fay Weldon reads from her new novel The Bulgari Connection at theCheltenham Festival of Literature. 3.45 Wind In The Willows. Jo Morrisvisits Cookham, where shopkeepers and residents are at loggerheadsbecause traders want to build a car park on Marsh Meadow, where KennethGrahame got the idea for the classic story. 4.0 Shop Talk. HeatherPayton discusses the impact of business and technology. 4.30 TheLearning Curve. Libby Purves examines more educational issues. 5.0 PM.News headlines and reports, with Eddie Mair and Nigel Wrench. 6.0 SixO'Clock News 6.30 Think The Unthinkable. New series. Satirical comedyabout management consultants for everyone who has suffered at the handsof those full of work-related theories and management-speak but notover-loaded with common sense. Marcus Brigstocke stars. 7.0 TheArchers. Helen and Greg try the healthy waters. Rural drama. 7.15 FrontRow. Presenter Francine Stock reports from the Courtauld InstituteGallery at Somerset House, which aims to recreate the experience ofvisiting a 19th-century exhibition. 7.45 Mary Barton. By ElizabethGaskell. Mary grows up and takes over the Barton household. Broadcastearlier as part of Woman's Hour. 8.0 File On 4. An in-depth critique ofIndividual Learning Accounts, heralded as one of the LabourGovernment's big ideas, yet beset by allegations of fraud andmismanagement. 8.40 In Touch. Peter White presents news for visuallyimpaired people. 9.0 Murder, Magic And Medicine. Dr Michael O'Donnellexplores the roles played by animals in medicine, focusing on snakesand the healing power of their venom. 9.30 The Choice. Michael Buerktalks to physiologist Colin Blakemore, who supports animal testing formedical research, about the 14-year hate campaign against him and hisfamily. (R) 9.59 Weather 10.0 The World Tonight. Round-up of the day'snews, presented by Robin Lustig. 10.45 Book At Bedtime: The Idea OfPerfection. Kate Grenville's award-winning tale about the passionssurrounding a broken bridge in the Australian Bush. 11.0 The Boosh. Newseries. Magical comic adventures with the hapless zoo-keepers where thelistener is taken on a trip through forests and frozen wastelands andwhere anyone at anytime can break into song - just for the fun of it.11.30 Today In Parliament. Round-up of political developments. 12.0News And Weather 12.30 Book Of The Week: Betty Boothroyd - TheAutobiography. The former Speaker of the House of Commons recalls herlife in politics. Broadcast earlier. 12.48 Shipping Forecast 1.0 AsWorld Service Radio 5 Live 693; 909 kHz 5.0 Morning Reports 6.0Breakfast 9.0 Nicky Campbell 12.0 The Midday News 1.0 Simon Mayo.Analysis of all the day's major stories, and a celebrity interview at2.0. 4.0 Drive. News, sport and travel updates. 7.0 Sport On 5 With IanPayne. Coverage of tonight's Champions League games involving Britishsides, as Liverpool travel to the Ukraine to take on Dynamo Kiev inGroup B, while Arsenal welcome Greek giants Panathinaikos to Highburyfor their Group C clash. 10.0 Fi Glover. News and sport. 1.0 Up AllNight Classic FM 100-102 MHz 5.0 Easier Breakfast 7.0 Henry Kelly 11.0Most Wanted 12.0 Lunchtime Requests 2.0 Relaxing Classics At Two 4.0Home Run 6.30 Newsnight 7.0 Smooth Classics At Seven 9.0 EveningConcert 11.0 Tonight At 11 12.0 Mark Griffiths talkSPORT 1053/1089 kHz5.0 Wake Up With Whale 6.0 The Sports Breakfast With Alan Brazil AndMike Rutherford 10.0 Mike Dickin 1.0 Afternoon Sportszone With RichardKaufman 4.0 Hawksbee And Jacobs 7.0 (Except Scotland) Football FirstChampions League Special. Dynamo Kiev v Liverpool. 7.0 (Scotland) TheScottish Football Phone-In With Archie Macpherson 10.0 James Whale 1.0Ian Collins Radio Scotland 92.5-94.7 MHz 6.0 Good Morning Scotland 9.0News 9.05 Fred MacAulay 10.0 News 10.05 Gary Robertson 11.30 CoverStories 12.0 News 12.03 Lesley Riddoch 2.0 News 2.05 Iain Anderson 4.0Newsdrive 5.58 Outdoor Conditions 6.0 News 6.10 Brian Morton 7.0 News7.05 Celtic Connections 9.0 News 9.05 (FM) Gary Robertson 9.05 (MW)Gary Robertson 9.58 Weather 10.0 News 10.10 Brian Morton. The pick ofthe arts in Scotland and beyond. 11.0 Taking Refuge 11.25 Cod In Crisis11.55 News 11.58 Weather 12.0 As Radio 5 Live Radio Ulster 93.1-95.4MHz 6.30 Good Morning Ulster 9.0 News; Travel Bulletin 9.04 JohnBennett 10.30 Gerry Anderson 11.04 (MW) One Potato, Two Potato 11.20(MW) Today And Yesterday 11.40 (MW) Write Away 12.0 News 12.04 TalkBack 1.30 Country Afternoon With Hugo Duncan 3.0 News; Travel Bulletin3.03 Just Jones 5.0 Evening Extra 6.30 Arts Extra 7.0 News; TravelBulletin 7.02 Look West 7.30 Blas 8.0 News 8.03 Across The Line 10.0News 10.03 Today At The Assembly 10.15 The Late Show 11.55 News 12.0 AsRadio 4 World Service 648 kHz; 198kHz After Radio 4 Close 5.0 The WorldToday 5.50 Sports Roundup 6.0 The World Today 7.0 World Briefing 7.20Sports Roundup 7.30 World Business Report 7.45 Analysis 8.0 World News8.05 Outlook 8.45 Off The Shelf 9.0 World News 9.05 Meridian - Screen9.30 The UK Top Twenty 10.0 World News 10.05 Discovery 10.30 EssentialGuide 11.0 World Briefing 11.30 World Business Report 11.45 SportsRoundup 12.0 World Briefing 12.20 British News 12.30 Analysis 12.45Sports Roundup 1.0 World News 1.05 Outlook 1.45 Heart And Soul 2.0World News 2.05 Meridian - Masterpiece 2.30 The Music Mix 3.0 WorldNews 3.05 Health Matters 3.30 Everywoman 4.0 World Briefing 4.30British News 4.45 Analysis 5.0 Europe Today 5.30 World Business Report5.45 Sports Roundup 6.0 World News 6.05 Outlook 6.45 Working Out TheWords 7.0 World News 7.05 Meridian - Screen 7.30 The UK Top Twenty 8.0World News 8.05 Go Digital 8.30 Focus On Faith 9.0 Newshour 10.0 WorldNews 10.05 World Business Report 10.20 British News 10.30 SportsRoundup 10.45 Off The Shelf 11.0 The World Today 12.0 World News 12.05Outlook 12.45 Working Out The Words 1.0 World News 1.05 Meridian -Screen 1.30 The UK Top Twenty 2.0 World News 2.05 Go Digital 2.30 FocusOn Faith 3.0 The World Today 3.30 World Business Report 3.45 Analysis4.0 World News 4.05 The Alternative 4.30 Patterns Of Faith 4.45 Off TheShelf.
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Radio 1 97.6-99.8 MHz 7.0 The Radio 1 Breakfast Show With Scott Mills10.0 Jo Whiley 1.0 Mark Radcliffe 3.0 Chris Moyles 6.0 Dave Pearce 8.0Evening Session 10.0 John Peel 12.0 The Radio 1 Rock Show 2.0 VickyMarsden 4.0 Nemone. The Early Breakfast. Radio 2 88-91 MHz 6.0 SarahKennedy 7.30 Wake Up To Wogan 9.30 Ken Bruce 12.0 Jimmy Young 2.0Richard Allinson 5.0 Drivetime With Johnnie Walker 7.0 Kiri's ClassicalWorld 8.0 Nigel Ogden 8.30 Hat Trick: The Story Of Flanders And Swann.The 50s wit of Flanders and Swann. 9.30 Miles Davis: Ten Years On. Newseries. Ravi Coltrane profiles the legendary trumpeter. 10.0 SteveHarley's Sounds Of The 70s 10.30 Mark Goodier 12.0 Janice Long 3.0 AlexLester. Including Pause for Thought at 3.30. Radio 3 90.2-92.4 MHz 6.0Morning On 3. With Penny Gore. Nielsen: Little Suite for Strings, Op 1.Ostrobothnian Chamber Orchestra/Juha Kangas. Ravel: Violin Sonata.Gidon Kremer (violin), Elena Bashkirova (piano). Haydn: Overture:L'Infedelta Delusa.

 Haydn Sinfonietta Wien/Manfred Huss. Stanchinsky:Piano Sonata No 2. Thomas Ades (piano). Vivaldi: Autumn: The FourSeasons. Tafelmusik/Jeanne Lamon. Kodaly: Hary Janos Suite. BudapestFestival Orchestra/Ivan Fischer. 9.0 Composer Of The Week: Desprez.Josquin Desprez was something of a man of mystery, but one thing isclear - he was one of the great composers of all time. Today, piecingtogether the available fragments of information about him, DonaldMacleod continues his survey of the composer's life. Ave Maria, GratiaPlena. Hilliard Ensemble/Paul Hillier. Mass Hercules Dux Ferrariae. NewLondon Chamber Choir/James Wood. Vultuum tuum Deprecabuntur. OrlandoConsort. 10.0 Work In Progress: Esther Freud. The author talks aboutresearching her new novel set in a Suffolk village today and in the50s. 10.05 CD Masters. With Jonathan Swain. Debussy: Rondes DePrintemps, Images. London Symphony Orchestra/Pierre Monteux. Schubert:Impromptu in C minor. Radu Lupu (piano). Mendelssohn: String Quartet inE flat. Talich Quartet. Mahler: Um Mitternacht, Ruckert Lieder.Kathleen Ferrier (contralto), Vienna Philharmonic Orchestra/BrunoWalter. Debussy: Le Martyre De Saint Sebastien, symphonic fragments.London Symphony Orchestra/Pierre Monteux. 11.30 Morning Performance.Fiona Talkington introduces highlights of this year's Kuhmo ChamberMusic Festival in Finland. Performers include mezzo-soprano LilliPaaskivi. Sphor: Nonet, Op 31. Schubert: Ganymed, D544; Lied DerMignon, D877 No 3; Suleika I, D720. Mendelssohn: String Octet, Op 20.1.0 News; Radio 3 Lunchtime Concert. From Belfast's Elmwood Hall, arecital by 24-year-old German cellist Daniel Muller-Schott and Americanpianist Robert Kulek. Beethoven: Cello Sonata No 5 in D, Op 102 No 2.George Crumb: Sonata for Solo Cello. Poulenc: Cello Sonata. 2.0 The BBCOrchestras. Presented by Tommy Pearson. The BBC National Orchestra ofWales's principal violist Steven Burnard steps into the spotlight assoloist in Walton's Viola Concerto. This concert was recorded inWrexham earlier this year on Richard Hickox's first North Wales Tourwith the orchestra. BBC National Orchestra of Wales/Richard Hickox.Ravel: Le Tombeau De Couperin. Walton: Viola Concerto. Steven Burnard(soloist). Vaughan Williams: Symphony No 5. 3.40 Making Tracks. SimonThomas and Matt Baker play records for younger listeners, includingmusic for 11 trumpets, two violins and two sopranos. 4.0 Voices. IainBurnside talks to opera and theatre director Francesca Zambello. Herselection of vocal music ranges from opera to Rodgers and Hart to kdlang. 5.0 In Tune. Sean Rafferty with music, plus news from the artsworld. Including 5.0, 6.0 News. 7.30 Performance On 3. Chris de Souzaintroduces a concert live from Symphony Hall, Birmingham. City ofBirmingham Symphony Orchestra conducted by Sakari Oramo, with AnneEvans (soprano). Wagner: Prelude to Act 1 of Lohengrin, Elsa's Dream.Rued Langgaard: Symphony No 4, Leaf-fall, first UK performance. 8.15Twenty Minutes. Richard Foster explores the Gothic revival and theforces that swept across northern Europe, replacing the prevailingtaste for the classical style with a passion for all things medieval.8.35 Performance on 3, Part 2. Wagner: Prelude and Liebestod, TristanUnd Isolde. Nielsen: Symphony No 5. 9.45 Night Waves. Richard Colessees Jitney, August Wilson's off-Broadway smash about the men drivingunlicensed cabs in the America of the 70s, which is coming to theNational Theatre. He also talks to Louis Menand, whose book TheMetaphysical Club explores the origins and development of "pragmatist"thinking in late 19th-century America. 10.15 Late Junction. RobertSandall showcases weird and wonderful sounds from artists featured inthe Stockhausen-inspired Elektronic festival, taking place this week atthe Barbican Centre in London. 12.05 Through The Night. With SusanSharpe. Anon: A Santa Maria Dadas, Cantigas de Santa Maria. WilhelmStenhammar: Late Summer Nights, Op 33. Fanny Mendelssohn: Trio, Op 11in D minor. Handel: Perche Viva il Caro Sposo, Rodrigo. Utrecht EarlyMusic Festival 2000. Gustav Uwe Jenner: Trio in E flat. 3.0 BBCSchools. Something to Think About. Let's Move. Time to Move. Storiesand Rhymes. Word Games 1. 4.25 Word Games 2. The Song Tree. 5.0 Throughthe Night (cont). Leo Brouwer: Berceuse. Francaix: 11 Variations on aTheme by Haydn. Haydn: Harpsichord Concerto in D. Hurlebusch: Concertoin A. Lyubmyr Mateyko: The Song of the Ukrainian Cossack Girls; TheBukovynian Girl On a Goat. Radio 4 92.4-94.6 MHz; 198 kHz 5.35 WorldNews And Shipping Forecast 5.43 Prayer For The Day. 5.45 Farming Today.Miriam O'Reilly hosts. 6.0 Today. Sue MacGregor and James Naughtiepresent news headlines and sport. Including Thought for the Day. 9.0The Choice. Michael Buerk talks to physiologist Colin Blakemore, whosupports animal testing for medical research, about the 14-year hatecampaign against him and his family. 9.30 5 Numbers. Simon Singhinvestigates the imaginary number i, also known as the square root of-1. 9.45 (LW) Daily Service 9.45 (FM) Book Of The Week: Betty Boothroyd- The Autobiography. The former Speaker of the House of Commons recallsher life in politics. 10.0 Woman's Hour. Discussion and interviews,with Jenni Murray. Drama: Part two of Mary Barton, by ElizabethGaskell. 11.0 Nature. John Ruthven goes in search of the blue whale,the biggest creature that has ever lived, but which we still knowlittle about. 11.30 Left Bank Of The Mind. New series. Mark Thomaslooks at the way comedians used humour to challenge the prevailinghegemony and prick the conscience of the political elite in 1950sAmerica, beginning with Mort Sahl, whose stand-up comedy angered theMcCarthyite establishment and inspired British satirists of the 1960s.12.0 (LW) News; Shipping Forecast 12.0 (FM) News 12.04 You And Yours.Consumer and public interest reports, presented by Winifred Robinsonand Peter White. 12.57 Weather 1.0 The World At One. Round-up ofcurrent affairs, with Nick Clarke. 1.30 The Real History Of Opera. HuwEdwards examines the class, race and gender themes in Bizet's Carmen.Last in the present series. 2.0 The Archers. Emma's stereo lands her inhot water. (R) 2.15 Afternoon Play: Always On My Mind. By CarolynBonnyman. A dark comedy about grief, love, death and Elvis Presley. 3.0Making History. Presenter Sue Cook investigates historical mysteries,local legends and architectural oddities. 3.30 On Stage At Cheltenham.Fay Weldon reads from her new novel The Bulgari Connection at theCheltenham Festival of Literature. 3.45 Wind In The Willows. Jo Morrisvisits Cookham, where shopkeepers and residents are at loggerheadsbecause traders want to build a car park on Marsh Meadow, where KennethGrahame got the idea for the classic story. 4.0 Shop Talk. HeatherPayton discusses the impact of business and technology. 4.30 TheLearning Curve. Libby Purves examines more educational issues. 5.0 PM.News headlines and reports, with Eddie Mair and Nigel Wrench. 6.0 SixO'Clock News 6.30 Think The Unthinkable. New series. Satirical comedyabout management consultants for everyone who has suffered at the handsof those full of work-related theories and management-speak but notover-loaded with common sense. Marcus Brigstocke stars. 7.0 TheArchers. Helen and Greg try the healthy waters. Rural drama. 7.15 FrontRow. Presenter Francine Stock reports from the Courtauld InstituteGallery at Somerset House, which aims to recreate the experience ofvisiting a 19th-century exhibition. 7.45 Mary Barton. By ElizabethGaskell. Mary grows up and takes over the Barton household. Broadcastearlier as part of Woman's Hour. 8.0 File On 4. An in-depth critique ofIndividual Learning Accounts, heralded as one of the LabourGovernment's big ideas, yet beset by allegations of fraud andmismanagement. 8.40 In Touch. Peter White presents news for visuallyimpaired people. 9.0 Murder, Magic And Medicine. Dr Michael O'Donnellexplores the roles played by animals in medicine, focusing on snakesand the healing power of their venom. 9.30 The Choice. Michael Buerktalks to physiologist Colin Blakemore, who supports animal testing formedical research, about the 14-year hate campaign against him and hisfamily. (R) 9.59 Weather 10.0 The World Tonight. Round-up of the day'snews, presented by Robin Lustig. 10.45 Book At Bedtime: The Idea OfPerfection. Kate Grenville's award-winning tale about the passionssurrounding a broken bridge in the Australian Bush. 11.0 The Boosh. Newseries. Magical comic adventures with the hapless zoo-keepers where thelistener is taken on a trip through forests and frozen wastelands andwhere anyone at anytime can break into song - just for the fun of it.11.30 Today In Parliament. Round-up of political developments. 12.0News And Weather 12.30 Book Of The Week: Betty Boothroyd - TheAutobiography. The former Speaker of the House of Commons recalls herlife in politics. Broadcast earlier. 12.48 Shipping Forecast 1.0 AsWorld Service Radio 5 Live 693; 909 kHz 5.0 Morning Reports 6.0Breakfast 9.0 Nicky Campbell 12.0 The Midday News 1.0 Simon Mayo.Analysis of all the day's major stories, and a celebrity interview at2.0. 4.0 Drive. News, sport and travel updates. 7.0 Sport On 5 With IanPayne. Coverage of tonight's Champions League games involving Britishsides, as Liverpool travel to the Ukraine to take on Dynamo Kiev inGroup B, while Arsenal welcome Greek giants Panathinaikos to Highburyfor their Group C clash. 10.0 Fi Glover. News and sport. 1.0 Up AllNight Classic FM 100-102 MHz 5.0 Easier Breakfast 7.0 Henry Kelly 11.0Most Wanted 12.0 Lunchtime Requests 2.0 Relaxing Classics At Two 4.0Home Run 6.30 Newsnight 7.0 Smooth Classics At Seven 9.0 EveningConcert 11.0 Tonight At 11 12.0 Mark Griffiths talkSPORT 1053/1089 kHz5.0 Wake Up With Whale 6.0 The Sports Breakfast With Alan Brazil AndMike Rutherford 10.0 Mike Dickin 1.0 Afternoon Sportszone With RichardKaufman 4.0 Hawksbee And Jacobs 7.0 (Except Scotland) Football FirstChampions League Special. Dynamo Kiev v Liverpool. 7.0 (Scotland) TheScottish Football Phone-In With Archie Macpherson 10.0 James Whale 1.0Ian Collins Radio Wales 882 kHz 6.0 Good Morning Wales 9.0 News AndSport 9.03 Roy Noble 11.0 Sarah Dickins 12.59 Weather 1.0 Wales At One1.31 Cafe Cymru 2.0 News, Sport And Weather 2.03 Owen Money 4.0 News;Sport And Weather 4.03 Lisa Matthews 5.0 Good Evening Wales 6.0 News,Sport And Weather 6.03 Eye On Wales 6.31 Live Travel 6.32 Pub Genius7.0 News 7.03 Midweek Sport 10.0 News And Weather 10.03 Catchphrase2001 10.08 Chris Needs 12.0 As World Service Radio Cymru 92.5-96.8,103.5-105 MHz 6.0 Sian Thomas 7.0 Post Cyntaf 8.30 Jonsi 10.0 NewyddionA Chwaraeon 10.03 Nia Roberts 11.0 Newyddion A Chwaraeon 11.04 Dei AHywel 12.15 Y Talwrn 12.50 Eileen 1.0 Stondin Sulwyn 1.45 Kevin A Nia3.0 Newyddion A Chwaraeon 3.03 Daf Du 5.0 Post Prynhawn 6.0 Newyddion6.03 Eileen 6.10 Gwyl San Jose 6.40 Diwmod I'w Gofio 7.0 Newyddion 7.02Geraint Lloyd 9.0 Newyddion 9.02 Beks 10.0 Newyddion 10.03 Gang Bangor12.0 Gweler Radio 5 Live 1.30 Annest Yr Angel 2.0 Gweler Radio 5 LiveWorld Service 648 kHz; 198kHz After Radio 4 Close 5.0 The World Today.International reports. 5.50 Sports Roundup 6.0 The World Today 7.0World Briefing 7.20 Sports Roundup 7.30 World Business Report 7.45Analysis 8.0 World News 8.05 Outlook 8.45 Off The Shelf 9.0 World News9.05 Meridian - Screen 9.30 The UK Top Twenty 10.0 World News 10.05Discovery 10.30 Essential Guide 11.0 World Briefing 11.30 WorldBusiness Report 11.45 Sports Roundup 12.0 World Briefing 12.20 BritishNews 12.30 Analysis 12.45 Sports Roundup 1.0 World News 1.05 Outlook1.45 Heart And Soul 2.0 World News 2.05 Meridian - Masterpiece 2.30 TheMusic Mix 3.0 World News 3.05 Health Matters 3.30 Everywoman 4.0 WorldBriefing 4.30 British News 4.45 Analysis 5.0 Europe Today.Up-to-the-minute news. 5.30 World Business Report 5.45 Sports Roundup6.0 World News 6.05 Outlook 6.45 Working Out The Words 7.0 World News7.05 Meridian - Screen 7.30 The UK Top Twenty 8.0 World News 8.05 GoDigital 8.30 Focus On Faith 9.0 Newshour 10.0 World News 10.05 WorldBusiness Report 10.20 British News 10.30 Sports Roundup 10.45 Off TheShelf 11.0 The World Today. International reports. 12.0 World News12.05 Outlook 12.45 Working Out The Words 1.0 World News 1.05 Meridian- Screen 1.30 The UK Top Twenty 2.0 World News 2.05 Go Digital 2.30Focus On Faith 3.0 The World Today 3.30 World Business Report 3.45Analysis 4.0 World News 4.05 The Alternative 4.30 Patterns Of Faith4.45 Off The Shelf.
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BUSINESS groups representing 10,000 manufacturing companies urged theChancellor to back up his calls for increased productivity by acting toencourage investment.

They also want a rethink on the climate change levy and a short-term boostthrough a 0.3 per cent cut in national insurance contributions, worth #1billion.

The Engineering Employers Federation and 16 employers' groups urged theGovernment to resist tax rises in the pre-Budget statement and insteadextend research and development tax credits and introduce 100 per centcapital allowances for equipment investment. The EEF repeated calls for theclimate change levy to be overhauled and for all its revenues to bechannelled into energy efficiency measures. The organisation wants access todiscount schemes for the levy wi-dened to all of manufacturing.

Martin Temple, EEF director-general, said moves to help business investmentwere crucial because manufacturing margins are at their lowest level since1992 and investment is down 20 per cent since 1998. He said that GordonBrown must "back his own words with firm action to support companies helpingthemselves".

Mr Temple said: "Business has borne the brunt of tax increases in the lastfew years. At a time of such uncertainty, when confidence is alreadyfragile, the last thing that business and the consumer needs to hear is talkof tax increases.

"As well as looking at medium-term measures to improve productivity, thepre-Budget statement should also provide an immediate boost to businessconfidence and cashflow."

The EEF wants measures to improve the supply of research scientists andengineers into industry. It has also called for increased funding for modernapprenticeships and the use of individual learning accounts to encouragecontinuous development of skills at work.

(c) Times Newspapers Ltd, 2001.
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A #150m scheme to improve adult basic skills was abandoned last nightby the education secretary, Estelle Morris, after evidence emerged thatlearners had been ripped off by unscrupulous companies.

The much heralded system of individual learning accounts (ILAs),through which 2.5m learners have received credits worth up to #200towards courses, fell victim to abuse and fraud.

The Department for Education and Skills said it was investigating 279providers about whom it had "received substantial evidence ofmiss-selling". Police have arrested 30 people. There are 8,500accredited providers nationwide.

Trading standards officers reported that firms had conned people intogiving away their learning account numbers and had cashed the credit.Some learners signed away their #200 discount to a company offering acomputer course and received a #6.99 textbook.

Ms Morris insisted that ILAs, launched by the chancellor in 1998, had"been a great success in bringing down the financial barriers tolearning" and had "opened up access for a great many people to a widerange of learning opportunities".

"However, the rapid growth of the scheme has exceeded all expectations,causing us to think again about how best to target public funds in thisarea and secure value for money."

No ILAs will be taken up after December 7, although existing accountholders will continue to be supported provided they are booked bythen.

"The decision to end the programme has not been made lightly," MsMorris said. "Our commitment to enabling access to lifelong learning iscast-iron."

Damian Green, the shadow education secretary, said the suspension ofILAs was a "severe embarrassment" for Ms Morris. "This is yet anotherexample of the government grabbing a quick headline leaving thetaxpayer to repent at leisure."

Government halts training scheme after fraud claims.

By Richard Garner Education Editor.
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A GOVERNMENT training scheme aimed at improving the basic skills of millionsof adults is to be suspended after allegations of fraud.

Nearly 300 companies and trainers claiming to be providing courses are beinginvestigated by the Department for Education and Skills following complaintsfrom people who have opened up Government-backed Individual LearningAccounts (ILAs).

Under the scheme, an individual can apply for a Government discount of up to#200 for a course provided they pledge to pay at least 20 per cent of thecost themselves. However, unscrupulous companies claiming to offer thetraining are allegedly pocketing the Government discount without providing aservice.

Civil servants at the DfES said yesterday there had been complaints of"cowboy operators cajoling people in the street into taking out an account".Officials were investigating 279 providers out of a total of 8,500.

More than 2.5 million adults have taken out accounts since the scheme waslaunched three years ago. The first million were given a government grantworth #150 to go towards the cost of the training. Now, applicants areoffered an 80 per cent discount off the bill for basic skills courses suchas computer literacy and 20 per cent off other courses. The maximum subsidyis #200.

Estelle Morris, the Secretary of State for Education and Skills, saidyesterday that there was "growing evidence that some companies are abusingthe scheme by offering low value, poor quality learning".

She added: "ILAs have opened up access for a great many people to a widerange of learning experiences. However, the rapid growth of the scheme hasexceeded all expectations, causing us to think again about how best totarget public funds in this area and secure value for money."

She announced that the scheme would be suspended from 7 December so that itsoperation could be reviewed. It would be closed to new applicants althoughthose who had already applied for courses would still be able to registerfor them until the cut-off date.

Damian Green, the Shadow Education Secretary, said: "Yet another flagshipeducation policy has collapsed. This must be a severe embarrassment forEstelle Morris, coming after she had to admit the failure of theGovernment's student loans scheme."

Skills scheme axed amid fraud claims.

By John O'Leary Education Editor.
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A #150MILLION government scheme to encourage adults to update theirskills was halted yesterday after trading standards officers said thatfraudsters had turned it into a "scam".

Estelle Morris, the Education and Skills Secretary, told MPs that shewas suspending Individual Learning Accounts (ILAs). Although millionsof people had benefited from grants of up to #200, she was not happythat the scheme was running as it should.

The announcement followed allegations of fraud, where doorstep orstreet corner salesmen had persuaded people to sign up for poor ornon-existent courses, pocketing grants of at least #150.

The Government unit responsible for the accounts has received 5,200complaints and is investigating 279 private training providers. Aspokesman for the Trading Standards Institute said many more victimswould be unaware of the fraud because they had not followed up anapproach.

Police have arrested up to 30 people in a series of operations. In onecase 11 animal rights activists in Brighton were accused of using theaccounts to fund their activities.

The Chancellor launched ILAs in his 1998 Budget as a way of tacklingskill shortages. The first million people to open an account qualifiedfor a grant worth #150. Other holders received a 20 per cent discounton the cost of training, or 80 per cent off the bill for computingcourses.

Ms Morris told the Education Select Committee that more than 2.5million accounts had been opened, and that most training was of goodquality. "Much of the feedback we've got is that it has served itspurpose well. It's making a real difference," she said.

However, Ms Morris said: "What has emerged over recent weeks is thatI'm not entirely happy that the details of the scheme are all runningwell and, because it's so important, we've taken the decision tosuspend it."

In a later statement she said the programme had expanded beyond itscapacity. The Government was also concerned that some ILAs had beenexploited by companies providing poor value for money.

Ms Morris said that her department would write to all ILA holders andregistered providers to assure them that the decision to end theaccount had not been made lightly. No new applications would beaccepted, but existing courses would be supported.

The Trading Standards Institute disclosed earlier this month that ithad been inundated with complaints following a nationwide spate ofincidents that had seen victims tricked into signing away theirentitlement.

Damian Green, the Shadow Education Secretary, said the decision tosuspend ILAs was an embarrassment for Ms Morris, coming as it did a fewdays after the Government's U-turn on student grants.

Mr Green said: "It is clear from the stories of ILAs being offered topassers-by on street corners that absolutely no control was in placeabout how taxpayers' money was spent. This is yet another example ofthe Government grabbing a quick headline, leaving the taxpayer torepent at leisure."

Philip Willis, the Liberal Democrat education spokesman, said: "ILAswere a Liberal Democrat proposal and have the potential to underpinlearning and skill development. Yet another failure by Government tothink through the implementation of such a scheme is inexcusable. Thissuspension must be used to tackle the unacceptable fraud which hasplagued the scheme, not as an excuse to axe it."

A spokesman for the Education and Skills Department said that adifferent method of encouraging training was now being devised.

(c) Times Newspapers Ltd, 2001.
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SKILLS PROGRAMME CLAIMS OF FRAUD AND MIS-SELLING UNDERMINE INDIVIDUAL LEARNING ACCOUNTS. 

The government abandoned a flagship manifesto policy yesterday after evidence that Individual Learning Accounts to help the underskilled have been subject to fraud and mis-selling. 

In a deeply embarrassing move, Estelle Morris, education and skills secretary, suspended the ILA scheme, which was aimed at improving the basic skills of millions. The suspension takes effect from December 7. 

The decision came as it emerged police have arrested 30 people for alleged fraud and mis-selling of ILAs. An investigation has been launched into 279 providers. It is understood that there was a link between misuse of the scheme and extremist animal rights activists. 

Anecdotal evidence has been building for months that the scheme, which has cost about #150m, was subject to abuse. 

The government and unions have been flooded with complaints about unscrupulous providers who illegally pocket the #150 subsidy meant for courses or provide woefully inadequate training. 

"There is growing evidence that some companies are abusing the scheme by offering low value, poor quality training," Ms Morris said in a statement. "We are keen that this does not undermine what has been a very successful programme." 

The scheme's suspension is a blow to the government's credibility, more so since the Labour party's election manifesto promised to expand the programme. The Conservatives seized on the move, which comes only days after the government's U-turn on student grants. 

"It is clear from the stories of ILAs being offered to passers-by on street corners that absolutely no control was in place about how taxpayers' money was spent," said Damien Green, shadow education secretary. "This is yet another example of the government grabbing a quick headline, leaving the taxpayer to repent at leisure." 

There are about 8,500 registered ILA providers and 2.5m individual account holders, more than the target the government set itself for March 2002. ILAs were launched in 1998 by Gordon Brown, the chancellor, as a way of tackling England's skill shortages. 

The first 1m people to open an account qualified for a grant worth #150. Other holders got discounts on the cost of training. 

Some experts suggested other factors may have contributed to the suspension. Peter Robinson, senior economist at the Institute for Public Policy Research, said there was a realisation that the policy was ill-targeted. 

"The intention was that ILAs would be one of those building blocks that helped people who had missed out on lifelong learning. But there is anecdotal evidence that it is people who already have significant levels of attainment who are using them," he said.  

Capita seizes others' work.

By Terry Macalister.
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Capita is claiming to have spearheaded another innovative outsourcingcontract taking over the loss adjustment operation of Norwich Union aspart of a range of new contracts worth #130m.

But the support services firm has lost one key contract, the individuallearning accounts programme shelved on Wednesday by education secretaryEstelle Morris after rev elations of a fraud scandal. The supportservices firm already provides a range of backroom services to NorwichUnion, AXA and other insurance firms but will take over 60 staff alongwith the loss adjustment contract.

Capita has won more new business at the Lloyd's insurance market with adeal that will allow it to manage the run-off affairs of Cotesworth,which is being placed in provisional bankruptcy.

Capita Syndicate Management has now been established to take on thedifferent Lloyd's work being undertaken by the services group.

In addition, Capita has been chosen to provide IT support services forthe national criminal intelligence service and has obtained a two-yearextension to adminstrative services at the benefits agency.

In total the group claims to have won #850m worth of new business thisyear.

News - Politics - Axed skills scheme `will be replaced'.
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Michael Kallenbach

Parliamentary

Correspondent

THE Government was accused yesterday of abandoning a major scheme aimedat improving the basic skills of millions of people.

But Estelle Morris, the Education Secretary, gave assurances that afurther scheme would be introduced as a replacement.

The suspension of Individual Learning Accounts (ILAs), introduced in1998, was announced on Wednesday amid complaints of fraud.

The Education Department reported that it had received details ofpeople being cajoled into signing for training that did not meet theirneeds.

A spokesman said it was investigating about 6,000 complaints involving279 training providers out of a total of 8,500.

Miss Morris said 2.5 million people had benefited from ILAs. She added:"I think it is entirely responsible to act as we have done, to givethose with ILA accounts time to draw them down, then withdraw thescheme, and to make absolutely clear that this Government's commitmentto good quality adult education is cast iron and we will introduce afurther scheme."

Alistair Burt, a Tory education spokesman, asked Miss Morris: "How longhave you known of the problem of fraud and abuse? Is it true that 5,200complaints have been received before any action was taken?" TheGovernment should have made a full statement to Parliament on theissue, he said.

John Healey, adult skills minister, said: "We have not taken this steplightly. We felt suspension was the right thing to do."

EDUCATION - Morris pledges new learning grants.

By Ben Russell Political Correspondent.
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ESTELLE MORRIS, the Secretary of State for Education, yesterdaydefended her decision to suspend the Government's individual learningaccounts amid claims of fraud.

Ms Morris insisted a new scheme would be drawn up to replace theflagship plan, set up by Gordon Brown in 1998 to encourage millions ofpeople to take up college courses.

The scheme was frozen on Wednesday after the Department for Educationand Skills received allegations that people had been signed up forsub-standard courses. Some 6,000 complaints are being investigated.

Ms Morris told MPs: "I think it is entirely responsible to act as wehave done, to give those with ILA accounts time to draw them down, andthen withdraw the scheme. To make absolutely clear that thisGovernment's commitment to good-quality adult education is cast iron,we will introduce a further scheme."

Alistair Burt, a Conservative education spokesman, asked: "How do youthink yesterday's announcement will affect aspirations for a vibrantand high-quality further education sector? How long have you known ofthe problem of fraud and abuse? Is it true that 5,200 complaints havebeen received before any action was taken?"

The Liberal Democrat education spokesman, David Rendel, later calledfor the abolition of tuition fees as "a barrier for young people whowant to go to university" and "a tax on education". "A sensiblegovernment," he added, "avoids taxing things it wants more of."

Ministers are currently reviewing student support, and plan tointroduce student loans and a graduate tax.

Margaret Hodge, the Minister for Higher Education, said: "There is someevidence that debt and the perception of debt are deterring people fromlower-income backgrounds from going to university... It's precisely toexamine these issues that we have established the review."

LEADER - Learning from the ILA disaster. 
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It should be obvious that government subsidies to private individuals in pursuit of broad policy objectives will generate the following: a little of what policymakers want; a stampede to receive the cash; significant waste; opportunities for fraud; and big market distortions. 

But British governments never seem to learn. Individual learning accounts, the government's "flagship initiative" to promote lifelong learning, were the latest such delusion. Their suspension was announced on Wednesday. 

Gordon Brown launched ILAs in 1998. The first 1m account holders were each given #150 for a #25 contribution. Many courses also received a grant of 80 per cent of the fees. Not surprisingly with these subsidies, ILAs were more attractive than the chancellor had expected. This April he forecast 1m ILAs by March 2002. Already, 2.5m have been opened. 

Genius is not required to spot the opportunity for waste. Most of those already paying for training opened an ILA. The government paid, without much additional training materialising. Fraud was also inevitable: simple collusion between the student and a bogus course-provider brought instant cash for both. 

The deteriorating adult training record of the UK, highlighted in the National Institute Economic Review today, will suffer further from this mess. 

Labour ministers are in good company. In 1988, the Conservative government introduced personal pensions with significant financial incentives to make them attractive - too attractive, as it turned out. Take-up was eight times higher than expected at first. In the majority of schemes, individuals contributed nothing and merely collected the government largesse. Pension providers quickly recognised the potential bonanza, increased their charges and mis-sold many policies. It is arguable that private pension saving has suffered ever since. 

You may think the Treasury could not make the same mistake twice. Think again. The Labour manifesto commits the government to "create a new savings gateway for people on lower incomes where their savings will be matched by the government". Tony Blair defined the match as "pound for pound" - with the proviso that any money saved is locked in for about three years. 

The policy is better described as "loanshark lolly". Its absurdity is simply shown. If nominal interest rates are 5 per cent, a poor individual saving #100, matched upfront with #100 from the government, would receive #231.53 after three years - an annual return of 32 per cent. At that rate of return, the most undesirable lenders are sure to be quickly offering their wares to gullible victims. 

The policy is also badly targeted. A study by the Institute for Fiscal Studies shows that a large majority of the poorest fifth of the population have good reasons not to save. They are old, students or unemployed. Others are already saving. For them, the government loot will be nice and may allow them to save less. 

Taxpayers should welcome the government's decision to pull the plug on ILAs. Mr Brown must now show he has learnt the lesson. He must scrap his savings gateway proposals. If he refuses, he will prove that the government's mantra of evidence-based policymaking is bunk.  

NATIONAL NEWS - Arrests linked to animal rights movement. 
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All 29 arrests in connection with defrauding the government's flagship scheme for training - Individual Learning Accounts - are suspected of having links with the animal rights movement. 

The National Crime Squad yesterday said the arrests resulted from an operation targeted at animal activists on the request of the Association of Chief Constables. 

It is understood that the government's decision to suspend the ILA scheme was connected to wider concerns about abuse not linked with animal rights. 

The arrests pre-dated the government decision and followed two operations on September 18 and October 4 - 11 people were apprehended on the first and 18 on the second. 

"All 29 are suspected of obtaining money fraudulently from Individual Learning Accounts (ILAs) - and all 29 are believed to have links with animal activism," the crime squad said. It added that the operation was nationwide. Arrests were made in Northampton, Bournemouth, Manchester, Wigan, Kent and Brighton among other parts of the UK. 

Insiders said the money obtained may have been used to support personal lifestyles or animal rights' operations and information gathering. 

It is understood, the insiders added, that those arrested are suspected of having colluded to pose as trainers and trainees under the scheme, in which the government pays up to 80 per cent of training costs. 

Individuals could benefit by up to #200. All 29 arrested have been bailed without charge and released. 

Meanwhile, in an operation not linked to animal activism 279 private training providers are being investigated by the Department of Education and Skills and by the police. 

In most cases so-called "cowboy" operators got individuals to sign up for training that was never delivered. Operators then applied for the government subsidy. 

"This was done by cold-calling or simply turning up on the doorstep. In many cases the innocent individual would have had to pay the 20 per cent of the cost for no - or very little - training," said one official. 

Complaints - which reached more than 5,000 - began to build up after July and the decision was taken to end the scheme, which had expanded rapidly to 2.5m accounts. 

Ministers believe it reached millions who would not otherwise have trained in basic skills. But some well-skilled individuals abused the scheme to cross-subsidise other training. Editorial Comment, Page 18.  
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AFTER THE setback Somerfield shareholders endured last month followinga less than impressive AGM statement from management, there were somereassuring words yesterday from analysts at ABN Amro. They metSomerfield's executive chairman, John von Spreckelsen, on Thursday andcame away upbeat ahead of the half year-end on 17 November. They urgedclients to "buy" the stock up to 160p. The shares responded by gaining3.5p to 103.5p.

Last month the group's stock slumped from around the 120p level tonearer 80p after announcing that its Somerfield stores had seen aslowdown in like-for-like growth from 6.2 per cent in the first eightweeks for the quarter to 2 per cent in the second eight weeks. To blamewas a scaling back of the group's promotional programme which wasperceived by management as being too heavy. ABN was confident that thisquestion has been dealt with and so repeated its expectation thatSomerfield will achieve a profit of #20m for the full year.

The wider FTSE 100 index was 102 points higher at 5,188.60. Rolls-Roycegained 6.25p to 153.5p while BAE Systems improved 14.25p to 345p as theduo are expected to benefit from the $200bn (#140bn) Joint StrikeFighter contract to be awarded by the US Department of Defense. Whileeither Boeing or Lockheed Martin of the US will win the giant order,subcontractors such as BAE Systems and Rolls-Royce will gain either wayas they are members of both competing consortia.

A hint of nervousness surrounded BAA, down 10p to 565p, ahead of firsthalf results scheduled for next week. The market will be paying closeattention to how dramatically the decline in passenger numbers since 11September has hit the group. Analysts are expecting the airportsoperator to post a profit of around #320m and give a cautious outlookstatement which could weigh on the share price.

Goldman Sachs pushed WPP 37.5p higher at 628p as it reiterated its"recommended list" rating on the stock and said that guidance frommanagement after Thursday's third-quarter results contained no nastysurprises. Goldman was also heard voicing an opinion about Autonomy,down 8p at 292p, following its recent results statement. The brokertold clients to take profits following its recent strong run which hasseen the software group rally off an all-time low of 195p. Goldman'sanalysts are understood to be concerned about the low earningsvisibility at the group, the likelihood that its European market willdeteriorate further, and that at current levels the stock's valuationremains stretched.

Arcadia slipped 3p to 265p amid evidence of institutional selling afterThursday's bid approach from the Icelandic group Baugur, offering 280pto 300p a share. UBS Asset Management sold 250,000 shares at 273p eachleaving its stake at just over 5.5 million shares or 2.9 per cent. Thebroker Williams de Broe said that investors should "take the money andrun" if Baugur's bid becomes formal. Analysts at the broker argued thatalthough Arcadia's results were good and trading was healthy thegroup's underlying finances were not.

Carpetright dropped 0.5p to 531p despite the purchase of 7,500 sharesat 520p each by the director Baroness Noakes. Avon Rubber soared 29.5phigher to 121.5p after confirming that it had received a bid approach.Speculation was of interest from a venture capital house looking to payno more that 150p a share for the car components group.

Things look dire at Voss Net, the AIM listed e-commerce solutionsgroup, as its shares were suspended at 14.5p due to the uncertaintysurrounding its financial position. On Wednesday the Department forEducation and Skills suspended all new membership applications forIndividual Learning Accounts. The group's business principally dependedon customers using grants under the Government's scheme.

Small cap companies continued to come to the market complaining ofworsening trading following the events of 11 September. The financialservices group IAF was the worst hit as its shares slumped 5p to 6.5p.It also unveiled a full-year pre-tax loss of #12.8m, compared to #2.8the previous time.

BRITISH TELECOM gained 9.5p to 362.75p as Bank of America Securitiesissued a particularly bullish note regarding what it believes thegroup's mobile business will be worth when it lists on 19 November. Thecurrent consensus among City analysts is that mmO2 will come to marketwith a value of #6bn to #8bn, while Bank of America sees fair value forthe group at #15bn. It argues any level below #11.7bn is a clear buyingopportunity.

MARKET MOVERS

Sage 231p (up 20p, 9.5 per cent). Technology stocks very much in favouras Nasdaq rises.

BP 575.5p (up 26.5p, 4.8 per cent). Goldman Sachs reiterates"outperform" rating.

ICI 355p (up 14p, 4.1 per cent). Gains ahead of Q3 results due nextweek.

Novar 112.5p (up 10p, 9.8 per cent). Puts security printing servicesdivision up for sale.

Carphone Warehouse 117.5p (up 9p, 8.2 per cent). Morgan Stanley repeats"strong buy" rating.

GWR 226p (up 15p, 7.1 per cent). Continues to gain from positivelistening figures for its Classic FM station.

Computacenter 215p (up 11.5p, 5.6 per cent). HSBC Securities upgradesthe stock to "add" from "hold".

Hitachi Credit 103.5p (up 18p, 21.1 per cent). Investors warm tointerim results.

WMRC 11.5p (up 2p, 21.1 per cent). Director share buying supports.

Wilson Connolly 142p (down 13p, 8.4 per cent). Warns on profits whilechief executive John Tutte resigns.

Oxford Glycosciences 511.5p (down 38.5p, 7.0 per cent). Profit takingafter recent gains.

Aviation Partners 1.25p (down 1.75p, 58.3 per cent). Sells National JetItalia subsidiary for a mere #135,000.

Cradley 8.5p (down 2p, 19.1 per cent). Moves to a full-year loss of#1.1m compared with a profit of #205,000 in the previous year.

Netcentric 0.96p (down 0.2p, 17.3 per cent). Sells its Isle of Manproperty for #1.8m

Clubhaus 3.75p (down 0.5p, 11.8 per cent). Investors sell ahead of movefrom main market to AIM.

George Wimpey 181.5p (down 16.25p, 8.2 per cent). Warning from peerWilson Connolly takes its toll on the building sector.

SEAQ TRADES: 111,960

SEAQ VOLUMES: 2.05bn.
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ANIMAL RIGHTS activists are under investigation over the defrauding ofa government training scheme of tens of thousands of pounds, it wasrevealed yesterday.

A total of 29 people - 16 men and 13 women - with links to animalrights' groups have been arrested in two police operations connectedwith fraud inquiries into the Individual Learning Accounts scheme.

On Wednesday, Estelle Morris, the Secretary of State for Education andSkills, announced the suspension of the #150m scheme which has providedtwo-and-a-half million people with government subsidies to sign on forcourses in basic skills and retraining.

The 29 were arrested as a result of separate police raids inNorthampton, St Leonards, Brighton, Haverhill, Edenbridge, Bournemouth,Wolverhampton, Greater Manchester and Leicestershire. They have beenbailed without charge pending further inquiries by the National CrimeSquad. The arrests took place on 18 September and 4 October.

Police sources said they believed the amount involved in the allegedfraud ran into tens of thousands of pounds.

They said the money was used to fund individuals' own lifestyles, boostfunds for animal rights activities and even gain information aboutthose involved in "legitimate research".

The arrests came after the creation of a special police team, to be ledby the NCS, which was announced by the Association of Chief PoliceOfficers earlier this year. Its aim was to target ringleaders of animalextremist activity thought to be engaged in serious criminal activity.

But the Government's decision to suspend the scheme was connected withwider concerns about abuse and alleged fraud unconnected to theinquiries about the animal rights movement.

A total of 279 training providers are being investigated by theDepartment for Education and Skills due to complaints by more than5,000 people who had taken out ILAs.

Individuals can receive up to #200 in subsidies if they take out anILA. In many cases, officials at the DfES said, "cowboy operators" were"cajoling people in the street" to take them out and keeping thesubsidy without providing the training.

As a result of Ms Morris' announcement, the scheme is to be suspendedfrom 7 December and no new applications to register for ILAs are to beallowed. Those who have set up an account but have yet to take up theirtraining must do so by the cut-off date.

Ministers are planning to review the arrangements for the scheme beforerelaunching it.

The ILA scheme - Letter.
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From Mr Mike Hastings

Sir, I am due to open a small college offering training in IT skills.My busi-ness plan has been based upon the assumption that my studentscould be aided by the Government through Individual Learning Accounts.

With the announcement that the ILAs are to be suspended (report,October 25), it now looks as though I will no longer be able to open.

The ILA system, although open to fraud by some unscrupulousindividuals, was a perfect answer for the people I was intending toteach, such as lower wage earners and the unemployed. I accept thatthere will be, at some point, a new "improved" system of individualfinancial aid for older students, but what about the interim period?

Surely it would have been more beneficial to have shored up thesecurity of the old ILA system while it is still running?

Yours faithfully,

MIKE HASTINGS,

27 Braden Road,

Penn, Wolverhampton WV4 4JR.

hastings.mike@virgin.net

October 25.

(c) Times Newspapers Ltd, 2001.
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Comment - INSIDE POLITICS - New Labour is for U-turning - From cannabisto student tuition fees, it's been a rare week since the election thatthe Government has not performed an about-face.

WHEN THE CHIEF WHIP made her unsuccessful attempt to gag and truss PaulMarsden, she told the awkward Labour backbencher that he had to supportthe military action in Afghanistan because 'it's government policy'.Hilary Strongarm would have behaved like an exasperated parent who hasrun out of rational arguments - 'because I say so' - if the stroppyMP's dispute with his leaders was about health, education or crime. Buthere's the problem. And it's a growing problem even for - perhapsespecially for - the most pager-enslaved hoplites on the Labourbenches. It is difficult to be entirely confident from day to dayexactly what is government policy.

Imagine yourself to be an on-message Labour MP. The antithesis of thatbolshie self-publicist Marsden, you take pride in defending yourgovernment through thick, thin and thinner. On Tuesday morning, youstaunchly defend the Government's stance of zero tolerance towardsdrugs. Loyal to the line long decreed by Number 10, you fiercelydenounce the very idea that the categorisation of cannabis should berelaxed so that possession of the giggleweed is treated like a trafficoffence. So what if this reform has been advocated by expert opinion,including senior police officers? You hotly reply that it will send adeplorable signal that society is soft on drugs. This, after all, iswhat Ministers have been saying for more than four years. Imagine yourembarrassment come Tuesday afternoon when David Blunkett suddenlydeclares a reversal in the law's treatment of cannabis users. The HomeSecretary is now going to do almost precisely what the Government haspreviously condemned.

A really unfortunate loyalist Labour MP would have got up on Thursdaymorning valiantly to defend Individual Learning Accounts as the cuttingedge of the Government's crusade to bring lifelong education to thenation. Another day, another U-turn as Estelle Morris announces thatthe scheme will be indefinitely suspended. In the space of 72 hours,two Cabinet Ministers slammed on the brakes, spun the wheel 180 degreesand screeched off in the opposite direction.

DAVID BLUNKETT'S reversal is one of the more elegantly executedU-turns. First, because it is popular. Second, because politiciansusually find it easier to ditch an unworkable policy when it is nottheir own baby, but an orphan inherited from a predecessor. Applyingthe law as it stands wastes police resources better devoted to pursuingthe barons of hard drugs; expecting the police not to apply the lawmakes a mockery of it. This was apparent to just about everyone exceptsome of the denizens of Jack Straw's Home Office. They seemed moredetached from the real world than an inveterate skankhead. Mr Strawwould have found it much harder to eat platefuls of his hardlinerhetoric about cannabis. Which makes the case for moving Ministersaround from time to time. The Home Secretary who created asylumvouchers would also have much more difficulty scrapping them, anotherU-turn which is planned by Mr Blunkett.

It was a case of the emergency stop in respect of Individual LearningAccounts. Here is a policy with a worthy end which goes seriously awrybecause too little care went into the means of the delivery. The schemehas proved to be much more costly than anticipated when this 'flagship'was launched by Gordon Brown. Strangely enough, the Chancellor wasnowhere to be seen when it was scuttled. The people most enriched bythese accounts have been fraudsters. Mark that retreat as Ministerslearning that governing is a more complicated business than dressing upill-conceived policies with snappy slogans.

Two major reversals in the space of three days is remarkable. What ismore striking still is that this fits a pattern since the election. Ithas been a pretty rare week since it was re-elected that the Governmenthas not made a U-turn of one sort or another.

There have been retreats under duress. Pressure from Europe forced theGovernment to concede workers' consultation; lobbying by the unionskilled the idea of making it cost up to #10,000 to sue an employer forunfair dismissal. There have been changes that indicate adjustments toNew Labour's ideological posture which should be welcome to the Left.The line on excessive executive pay, as enunciated by Chairman Blairhimself as recently as last month, was that this was solely a matterfor the market. In the wake of recent outcries about obscene pay-offs,Patricia Hewitt is now to give shareholders new powers to spay thecreaming fat cats.

Under New Labour, even trains are capable of making U-turns. Throughouttheir first term, Ministers scoffed at the thought of renationalisingRailtrack. I recall the idea being put to Tony Blair at the launch ofhis election manifesto. He looked at his questioner as though she hadparachuted in from cloud-cuckoo-land. The Government was equallyderisive of the notion of the non-profit-making company when one wasproposed as an alternative to privatising air traffic control. Now thatthey have effectively renationalised Railtrack, what is the long-termsolution favoured by the Government? Yes, a non-profit-making company.

Tyre marks are to be seen on virtually every road in Whitehall. Youcould be forgiven for thinking that the greatest priority of NewLabour's second term is unravelling the misbegotten experiments of itsfirst term. Estelle Morris, with the scrapping of AS levels and theabout-turn on student tuition fees, achieves a triple whammy of U-turnsfor education. Her record is matched by Alan Milburn. The HealthSecretary has abandoned targeting hospital waiting-lists to concentrateon the lengthening waiting times. The Department of Health has alsoreversed on treating NHS patients abroad and in private hospitals.

Mr Milburn hailed the latter as a 'new initiative'. What all theseU-turns have in common is that no Minister will call them a U-turn. Oneof the legacies of Margaret Thatcher was the blackening of the ideathat a politician should be allowed to change his or her mind. 'Youturn if you want to, the lady is not for turning,' she boasted. JohnMajor's weak government gave U-turns an even worse name. Tony Blair hasplayed up to the image, misleading though it is, that he isunyieldingly Thatcheresque. 'Back bone, not back down,' he once toldhis party conference when he was trying to imitate the Iron Lady.

I appreciate why Ministers are so coy about conceding that they havedone the U thing. They fear that it will be taken as evidence of eitherblithering incompetence or terminal feebleness - and sometimes it is.But I reckon there's something to be said in favour of the U-turn.Thank God that even the IRA is capable of it. Had republicans stuck tothe old theology of 'not a bullet, not an ounce', then the prospect ofpeace in Northern Ireland would not be brighter than it has been forgenerations.

CONSISTENCY IS often a virtue, but it can also be a wildly overratedone. Better the Minister who alters course than the Minister whoblunders on into ever deeper levels of mess. With generals, knowingwhen to retreat is a skill to be as prized as knowing when to advance.The focus groups told Tony Blair that student tuition fees were thesingle most unpopular policy introduced by his government - apart fromhigher fuel taxes and the miserly 75p pension increase, two more casesof New Labour retreating under popular pressure. Ministers have beenrightly concerned that the drugs laws lack credibility among so manyyoung people who are generally alienated from the governing class.

We can scorn this allegedly control-freakish gang for listening,adjusting and trying to learn from their mistakes. Or we might raisehalf a cheer for Ministers who grasp they commit errors and, even ifthey hate admitting to them, at least try to make amends. I'm minded toencourage them. Contrary to Margaret Thatcher, I say to the Government:U-turn if you want to.
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Labour has been able to announce big changes in policy without opposition

British politics is going through an odd phase, one of the strangest inliving memory. We have what amounts to a one-party state. All that mattersis what the Government decides. This does not mean that ministers areinsensitive to public opinion: far from it. But the opposition parties, andhence conventional politics, are largely irrelevant - to an even greaterextent than during the peak of the Thatcher era, from the Falklands in 1982to her third election victory in 1987.

This lopsided political situation is not the result of some sinister plot,spin or control freakery. Rather, it reflects two new developments thisyear, one widely discussed and the other largely forgotten. The campaignagainst terrorism has obviously altered the political mood, underlining TonyBlair's strengths as a quasi-presidential leader and, so far, benefiting theGovernment. So dramatic and seismic were the attacks of September 11 thatevents before then are largely blotted out. The general election was lessthan five months ago, yet even its existence is widely ignored. But Britishpolitics is still defined as much, if not more, by the impact of Labour'ssecond successive landslide victory in the Commons and by the Tories' recordsecond rout as by terrorism. It is hard to have a properly workingparliamentary system when the main opposition party has, for the secondelection in a row, only a quarter of the seats.

These twin pressures have had their greatest impact on the Conservatives.Iain Duncan Smith has acted in character by being the strongly pro-Americanbacker of the Prime Minister over terrorism. This has impressed those voterswho have noticed. But a majority have not. According to last week's MORIpoll, nearly two thirds of the public have no opinion either way about MrDuncan Smith. The Tories have not given the public any reason to pay theTory party any attention.

This is only partly because of the war. The Conservative parliamentary partyappears to be suffering delayed post-election shock - delayed because of thelong summer distraction of the leadership contest. In the two weeks sinceParliament returned full-time, I have been struck by the restless mood amongTory MPs of all kinds. They know their party is in a dire state, havingfailed to make any headway in its target seats. Many MPs are, of course,disaffected from the current leadership and unimpressed, to say the least,with Mr Duncan Smith's frontbench team. There is a sense of transition, afeeling that, while things can hardly get worse, how and when can they getbetter?

The Tory front bench is muted. This is not just because of an absence ofmany heavyweights (most excluded themselves). Nor is there any lack ofassiduity from the new team. Rather, there is an absence of self-confidence.While it is sensible not to produce policies now, and to spend timereviewing them, most Tory spokesmen have not found a distinctive voice toparticipate in current debates. Aware, perhaps, that the public is notlistening to them, they have little to say about the main issues of the day,and what they say often appears halting.

Nor is this gap being filled by the Liberal Democrats, despite theirincreased numbers. Charles Kennedy's style is low-key and generally reactive- unlike, say, David Owen, who exploited Labour's troubles in the mid-1980sto give the then SDP a temporarily prominent role in opposing MargaretThatcher. And few of the Lib Dems' other senior spokesmen are seen asauthoritative.

So the Government has largely been able to do what it wants, with littlequestioning or scrutiny. Disregarding even the inevitable journalisticsearch for U-turns, the Government has in recent weeks announced several bigchanges of policy: the replacement of student loans in their current form;the suspension of individual learning accounts after evidence of waste andfraud; the reclassification of cannabis; and, later today, the ending ofvouchers for asylum-seekers. Many of these changes are sensible shifts frommistaken first-term policies. But the Opposition, and particularly theTories, have been irrelevant to the decisions.

This one-sided political situation is obviously not healthy. But it isunlikely to be permanent. After the 1959, 1987 and 1992 elections, thequestion was widely asked: "Can Labour win again?" In the summer of 1992,comparisons were made between the Conservatives as a permanent party ofgovernment and the Liberal Democrats in Japan, only for the fragilities ofboth to be exposed within months.

The current one-party dominance of Labour will not last for ever. It couldbe ended by developments in the campaign against terrorism. But there islittle obvious space here for the Tories, given their hawkish stance.However, without the war, the Blair Government could already have been veryunpopular. The recent MORI poll shows a marked increase in scepticism aboutthe Government's ability to deliver long-term improvements in publicservices. These discontents, notably over public transport and NHS waitingtimes, are likely to get worse over the winter. At some stage these willboil over into anger against the Government. But, at present, there is noplausible alternative.

If the Tories had any fire in them, they would be running a stronglypopulist campaign over the London Underground ahead of next year's boroughelections in the capital. But the party still has very low credibility inLondon. The Lib Dems could benefit in the short term almost by default,although Ipswich, where a by-election is pending, is probably not the rightseat for them. As Mr Blair is well aware, his commanding position is morevulnerable than it appears.

peter.riddell@thetimes.co.uk

(c) Times Newspapers Ltd, 2001.
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COMMENT & ANALYSIS - Tony Blair and the art of the U-turn - Brian Groom asks whether the series of policy reversals by Britain's ministers should be seen as a sign of weakness or strength. 

Nobody is more unbending than Tony Blair in his determination to pursue the US-led military campaign against inter-national terrorism. But at home, the image of a Labour prime minister with the iron will of Margaret Thatcher - never particularly accurate - is being radically revised. 

It was the former Conservative premier who delivered the most withering denunciation of politicians who change their minds when she declared in 1980: "You turn if you want to. The lady's not for turning." 

Mr Blair's government, it transpires, is for turning - not just once but again and again. Yesterday David Blunkett, home secretary, made the latest in a series of spectacular ministerial reversals when he announced the dumping of flagship policies on asylum and immigration brought in two years ago by his predecessor, Jack Straw. 

A much-criticised policy of giving asylum-seekers vouchers for subsistence rather than cash benefits is to be phased out. New accommodation centres are to be opened, to ease problems caused by a scheme to disperse would-be refugees around the country, which was hard to enforce and caused tension. 

Less than a week ago Mr Blunkett changed drugs policy, making possession of cannabis no longer an arrestable offence. Although ministers say "U-turn" does not accurately describe what they are doing - they claim simply to be seeking better ways to achieve existing aims - the list of abrupt policy changes since the June election is growing. 

Estelle Morris, education secretary, and Downing Street are reviewing university student tuition fees introduced by her predecessor, Mr Blunkett: an alternative scheme of grants for poorer students and a graduate tax are under consideration. Ms Morris has already had to alter radically the AS-level exams for school pupils she introduced last summer and last week she abandoned state-funded Individual Learning Accounts for adults because the scheme was riddled with fraud. 

Alan Milburn, health secretary, has backed down on his refusal to send National Health Service patients for treatment abroad; he had already shifted NHS targets from reducing waiting lists to shortening waiting times. Patricia Hewitt, trade and industry secretary, is to force companies to put directors' pay to an annual vote by shareholders, a move that Stephen Byers, her predecessor, had said was unlikely. Mr Byers, now transport secretary, is turning Railtrack, the private rail infrastructure company, into a non-profit-making company, which the government had previously resisted. 

Public support for Mr Blair's handling of the terrorist crisis, coupled with the Conservative opposition's weakness after two landslide defeats, makes it easier for the government to make changes without serious damage. But is such flexibility a boon or a liability? 

Lady Thatcher's disciples are scathing. John Redwood, who headed her policy unit and later served in John Major's cabinet before challenging him for the Tory leadership, says the reversals are happening because Mr Blair's eye is off the ball, because ministers are in new jobs and because the government is obsessed by its media image. He accuses ministers of announcing policies before they are adequately considered - and then getting into trouble because even the revised policies are not thought through. 

"In the Thatcher era, love it or loathe it, everybody knew where they stood," he says. "If we didn't have a policy, we could always work it out because it was based on principle. We began the drift under (John) Major of doing things for news effect and that strand has completely taken over." 

But Gerald Kaufman, a former senior Labour frontbencher, says the government is pursuing "sensible changes of mind": "If you have got something wrong or not as right as it should be, it's a very good thing to swallow your pride and change your mind. It isn't changing its mind on everything. If it made mistakes in everything it wouldn't be credible but it's got most things right." 

He was among MPs who successfully urged Gordon Brown, the chancellor of the exchequer, to pay more to state pensioners last year after a dispute about a derisory 75p-a-week increase. Recently he encouraged Tessa Jowell, culture and sport secretary, to withdraw support for a proposed athletics stadium in outer London, rather than let the issue drag on: advice she heeded. 

Even in its first term, Labour changed tack several times. Robin Cook's "ethical" foreign policy was dropped after controversy about arms sales, while the chancellor - normally more adept than most at avoiding policy climbdowns - was forced by fuel tax protests to cut motoring taxes. 

Labour ridicules Lady Thatcher's approach, pointing out that she was ousted because of her refusal to drop the "poll tax" on local authority residents. But it has bad memories of its own inflexibility. Lord Healey, the former chancellor - who famously said "when you're in a hole, stop digging" - failed to take his own advice in the late 1970s when he and Lord Callaghan, then prime minister, pursued an incomes restraint policy until it provoked strikes that brought the government down. 

There are, however, successful U-turns and unsuccessful ones. Mr Major won plaudits by ditching the poll tax when he replaced Lady Thatcher in 1990 but two years later suffered irreversible damage when a currency crisis led Britain to withdraw from the European exchange rate mechanism, which as chancellor he had urged her to join. 

Michael Jacobs, general secretary of the Fabian Society, a Labour think-tank, argues that Mr Blair is revising policy from a position of strength. Underlying principles are not being ditched, he says: the student finance review is seeking more effective ways of achieving Labour's policy of getting 50 per cent of under-30-year-olds into higher education. He accepts, though, there is "probably a limit" to the number of changes the government can safely make. 

The trick is to keep on the right side of public opinion and not display irremediable incompetence. If Labour's core policies - such as investing in and reforming public services - were seen to fail, Mr Blair's aura of invincibility could quickly fade.  
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NATIONAL NEWS - Brown considers tax relief to close skills gap PRODUCTIVITY TUC AND CBI REPORT URGES TREASURY TO GIVE FINANCIAL INCENTIVES TO EMPLOYERS FOR STAFF TRAINING. 

Employers will receive tax credits for adult skills training under new proposals being considered by Gordon Brown, the chancellor. 

The Treasury yesterday welcomed a joint report by the Confederation of British Industry and the Trades Union Congress that calls for financial incentives designed to narrow Britain's productivity gap with other big economies. 

The CBI and TUC propose three tax credits: one for employers to provide basic skills training, another to train workers to intermediate qualifications, and a third to help small companies reach the Investors in People standard. 

They calculate that for every 100,000 employees who took up the first two credits, the cost to the exchequer would be #95.5m. The third credit would cost #38.9m if one in 10 small businesses took it up. 

In a signal that the chancellor may use next month's pre-Budget report to announce tax relief to improve training and skills, a Treasury official said the report was "helpful". However, in a meeting with the two groups, the chancellor was careful not to commit to their proposals. 

The report, commissioned by Mr Brown in his March Budget, urged the government to revive Individual Learning Accounts, suspended last week amid fraud and mis-selling claims. 

Employers who qualified for the tax credits could reclaim National Insurance or income tax contributions, the CBI and TUC said. 

But they did not resolve if tax relief should be volume-based. A system designed to reward incremental training would exclude employers' existing efforts. 

With the economic slowdown beginning to bite and the chancellor looking at how to fund future public spending, any tax credits would probably have to be paid for by tax rises elsewhere. One option is to increase the NI contribution. 

Digby Jones, the CBI's director-general, said it was vital to address the gap between UK productivity and that of European competitors. US productivity is 42 per cent higher. In France and Germany, it is 14 and 7 per cent higher respectively. 

"This is a shared agenda," said John Monks, the TUC's general secretary. "It will take efforts by the chancellor, the government, employers, management and unions. The real test is whether we can work together." 

* The economy would get a #10bn boost if productivity rose by 0.1 per cent a year for the next decade, Estelle Morris said yesterday. 

The education and skills secretary, speaking on the 10th anniversary of the Investors in People scheme, said learning was key to closing the productivity gap. 

Research showed half of employers think pay increases have little or no effect on performance.  

"Credit where it's due" - Commentary.

By Patience Wheatcroft.
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"Credit where it's due" is the very apposite title of the Institute forFiscal Studies' trenchant analysis of Gordon Brown's latest tax creditwheezes. The IFS brings its usual ruthless analytical rigour to bear on theChancellor's new schemes for supposedly helping the poorer members ofsociety. In the process of its rather caustic critique, Mr Brown certainlygets the recognition that he properly deserves for the latest inventions toemerge from his enthusiasms for social engineering.

More and more, the Chancellor's endless tinkerings seem to be transformingthe welfare system into a form of Heath Robinson contraption, designed towhir and click in a superficially impressive way and at immense expense, butproducing very little of much use in the end.

The newest contraptions on Mr Brown's drawing board, the integrated childcredit and the employment tax credit, could cost taxpayers #3 billion ormore. But, as the IFS warns, they are in danger of being at once morecomplicated and less effective than the mechanisms they are designed toreplace. The integrated child credit is supposed, for example, to make lifesimpler for hard-up families. But getting help to where it is needed maymean claimants submitting endless, detailed records of their hours, incomeand childcare costs to the Inland Revenue - perhaps Mr Brown expects them tocall in an accountant. As the Chancellor puts the finishing touches to hisblueprints, one might hope that he will remember the lesson of hismuch-vaunted, now scrapped Individual Learning Accounts - anotherover-complicated "solution" that failed to work. He should not so muchreturn to his drawing board, as put it quietly away.

(c) Times Newspapers Ltd, 2001.
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Britain's miserable record on adult training and skills has seen little improvement since Labour came to power in 1997. A fifth of working age adults still have low levels of literacy and numeracy. A third of the workforce does not have qualifications to level two (the equivalent of five GCSEs). Until basic skills are increased, Britain has no chance of closing the productivity gap with its competitors. 

The government is now grasping this issue. Improving skills to plug the productivity gap is at the centre of several initiatives being launched. These rightly envisage a central role for the state in promoting a skilled workforce. Companies may free-ride on the backs of other employers who invest in their workers' education. Employees may bbe unaware of the advantages of better skills or conversely of the handicap of not having any. Even if they appreciate the opportunities, they may not be able to afford to take them. 

But the government has not always used the best tools for the job. This is best illustrated by last week's decision to suspend Individual Learning Accounts. With its hefty subsidies for savers who were free to buy courses from unregulated training providers, the flagship lifelong learning scheme was a recipe for waste and fraud. 

The latest fiscal wheeze of this type is a new company tax credit for training, which the Treasury is expected to announce in its pre-Budget report this month. The Trades Union Congress and Confederation of British Industry last week jointly proposed such a credit. The scheme demonstrates all the dangers of using crude incentives to change behaviour. 

First, the purpose of the credit - which is plainly a subsidy by another name - should be to stimulate additional training. Yet a subsidy gives a company a large incentive to finance existing training or to stretch the definition to include other activities. 

Second, an incentive to improve training should focus on output. Reward should be contingent in some way on completing courses or on winning recognised qualifications. Third, any scheme with potentially perverse incentives of this nature has to be monitored to prevent abuse. But that much bureaucracy would make it unattractive and unworkable. 

The government should remember that crude incentives may well change behaviour but not in the way intended. It would be better to use taxpayers' money to improve the standards and thus the status of vocational training, to educate the workforce on the benefits of improving skills and to subsidise the provision of high-quality courses.  

LETTERS TO THE EDITOR - Closing the chancellor's own skills gap. 

By SIMON THOMPSON. 
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From Mr Simon Thompson. 

Sir, I was intrigued to read of Gordon Brown's new proposals for employer tax credits to fund adult skills training ("Brown considers tax relief to close skills gap", October 30). This is indeed a welcome and much-needed initiative. 

Could this be the same Gordon Brown, I wonder, who in 2000 removed the individual vocational training tax relief, which offered adults investing in their own education and skills relief of up to 23 per cent? Then replaced this with the miserly and poorly thought out individual learning accounts, thus in fact penalising those trying to improve their own skills at their own expense? In my own case, I am nearly #5,000 worse off as a result of the removal of vocational training tax relief. 

If it is indeed the same Mr Brown, I would urge him to push through the proposed reforms as quickly as possible. I would then further encourage his employer, HM government, to take advantage of the new scheme to improve the chancellor's skills, in the hope that he may then see the sense in returning to the original scheme, which gave individuals a real incentive to invest in their own futures. 

Simon Thompson, MBA Student, University of Edinburgh Management School.  
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223 words

Publication date: 6 November 2001

Source: The Guardian

Page: 8

(c) 2001

It is not often I find myself agreeing with Conor Ryan, but his viewson the suspension of Individual Learning Accounts (Rostrum, Further,October 30) mirror many of my own. I agree that the suspension must beused to end the unacceptable level of fraud, not as an excuse to axethe scheme.

Unlike Conor, however, the Liberal Democrats have a more ambitiousvision for the future of ILAs. The concept of individual ownership of alearning account is a long-standing policy, first proposed in 1996. Butour proposals go much further.

First, ILAs would be available for every person from birth, enablingparents and relatives to save towards their child's future educationfrom an early age.

Second, we would not limit the use of ILAs to further educationcourses. If the scheme were expanded significantly and the variouscontributors put in money over a greater period of time, there is noreason why ILAs could not eventually be used for higher educationcourses.

It was a brave decision by the secretary of state to suspend thescheme. She must use that courage again, in the face of calls from HMTreasury to axe ILAs, and protect the best opportunity to enhancelifelong learning that we have ever had.

Phil Willis MP, Liberal Democrat shadow education secretary.

Try again old'un.
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Adults are to be urged to resit failed school exams.Peter Kingston reports.

Teenagers who don't manage to pick up five good GCSEs at school couldsoon be granted free tuition to gain them as adults.

And employees may acquire rights to paid "educational leave" from theirworkplaces so they can do the necessary training to improve theirskills.

These proposals are due to be considered by Tony Blair this week. Theyare among radical recommendations in a report he commissioned on how todevelop the UK's workforce. The report by the Cabinet Office'sPerformance and Innovation Unit (PIU) is also expected to proposemeasures to make employers pay a greater proportion of the cost oftraining their workers.

And it is considered likely to push for a return of the IndividualLearning Accounts (ILAs), which were suspended two weeks ago by theeducation secretary, Estelle Morris, on the grounds that they were toovulnerable to fraud.

The PIU was tasked with investigating whether the UK's approach toworkforce development "effectively promotes productivity, economicperformance and opportunities for individuals to realise theirpotential".

It was also instructed to "examine whether and how the governmentshould intervene" in the process, and to look at the respective rolesand responsibilities of employers and individuals.

The Workforce Development project was launched earlier this year at thesame time as the Learning and Skills Council and its 47 localsatellites emerged to take over the funding and shaping of post-16education and training - in other words, workforce development. Itinstantly prompted suspicion in further education that here was anotherexample of the prime minister's unwillingness to trust his colleaguesto get on with the job. The report was intended for consideration inthe chancellor's pre-budget statement due at the end of this month.

One set of anticipated proposals, which could raise alarm amongcolleges, would boost the "demand-led" element in the further educationfunding system. This would increase the tuition fee element in thefunding formula. Colleges are currently funded for courses on theassumption that employers contribute a portion - roughly 25% - of thefees. In reality, one former principal explained, colleges often runcourses even when they don't receive the employer's portion.

"Unless that money were to be secured, it could be scary for colleges,"he said.

Among the methods floated for ensuring that employers do pay, are thatgovernment actually channels the money to them, or makes the funding tocolleges dependent on employers coming up with contributions.

The UK is virtually alone in the European Union in not having some sortof paid educational leave scheme.

The Confederation of British Industry has voiced opposition to such aproposal. But last week, in a report on pro ductivity published jointlywith the Trades Union Congress, it stressed that one key priority is toboost the proportion of adults with level 2 qualifications, ie fiveGCSEs at good grades, or their equivalents.

The Workforce Development report is expected to adopt a recommendationof the National Skills Task Force that everybody who didn't manage toachieve it during statutory schooling should be entitled topublicly-funded training up to level 2.

The report is also to urge the reinstitution of ILAs, perhaps with thestate funding being channelled via employers rather than individuals.There will also no doubt be a caveat that there must be tighterscrutiny of training providers before ILA cash is released.

Education letter - Training cash for all.

By Phil Willis MP.
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It is not often I find myself agreeing with Conor Ryan, but his viewson the suspension of Individual Learning Accounts (Rostrum, Further,October 30) mirror many of my own. I agree that the suspension must beused to end the unacceptable level of fraud, not as an excuse to axethe scheme.

Unlike Conor, however, the Liberal Democrats have a more ambitiousvision for the future of ILAs. The concept of individual ownership of alearning account is a long-standing policy, first proposed in 1996. Butour proposals go much further.

First, ILAs would be available for every person from birth, enablingparents and relatives to save towards their child's future educationfrom an early age.

Second, we would not limit the use of ILAs to further educationcourses. If the scheme were expanded significantly and the variouscontributors put in money over a greater period of time, there is noreason why ILAs could not eventually be used for higher educationcourses.

It was a brave decision by the secretary of state to suspend thescheme. She must use that courage again, in the face of calls from HMTreasury to axe ILAs, and protect the best opportunity to enhancelifelong learning that we have ever had.

Phil Willis MP, Liberal Democrat shadow education secretary.

Further Education - Try again old'un - Adults are to be urged to resitfailed school exams.
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Teenagers who don't manage to pick up five good GCSEs at school couldsoon be granted free tuition to gain them as adults.

And employees may acquire rights to paid "educational leave" from theirworkplaces so they can do the necessary training to improve theirskills.

These proposals are due to be considered by Tony Blair this week. Theyare among radical recommendations in a report he commissioned on how todevelop the UK's workforce. The report by the Cabinet Office'sPerformance and Innovation Unit (PIU) is also expected to proposemeasures to make employers pay a greater proportion of the cost oftraining their workers.

And it is considered likely to push for a return of the IndividualLearning Accounts (ILAs), which were suspended two weeks ago by theeducation secretary, Estelle Morris, on the grounds that they were toovulnerable to fraud.

The PIU was tasked with investigating whether the UK's approach toworkforce development "effectively promotes productivity, economicperformance and opportunities for individuals to realise theirpotential".

It was also instructed to "examine whether and how the governmentshould intervene" in the process, and to look at the respective rolesand responsibilities of employers and individuals.

The Workforce Development project was launched earlier this year at thesame time as the Learning and Skills Council and its 47 localsatellites emerged to take over the funding and shaping of post-16education and training - in other words, workforce development. Itinstantly prompted suspicion in further education that here was anotherexample of the prime minister's unwillingness to trust his colleaguesto get on with the job. The report was intended for consideration inthe chancellor's pre-budget statement due at the end of this month.

One set of anticipated proposals, which could raise alarm amongcolleges, would boost the "demand-led" element in the further educationfunding system. This would increase the tuition fee element in thefunding formula. Colleges are currently funded for courses on theassumption that employers contribute a portion - roughly 25% - of thefees. In reality, one former principal explained, colleges often runcourses even when they don't receive the employer's portion.

"Unless that money were to be secured, it could be scary for colleges,"he said.

Among the methods floated for ensuring that employers do pay, are thatgovernment actually channels the money to them, or makes the funding tocolleges dependent on employers coming up with contributions.

The UK is virtually alone in the European Union in not having some sortof paid educational leave scheme.

The Confederation of British Industry has voiced opposition to such aproposal. But last week, in a report on pro ductivity published jointlywith the Trades Union Congress, it stressed that one key priority is toboost the proportion of adults with level 2 qualifications, ie fiveGCSEs at good grades, or their equivalents.

The Workforce Development report is expected to adopt a recommendationof the National Skills Task Force that everybody who didn't manage toachieve it during statutory schooling should be entitled topublicly-funded training up to level 2.

The report is also to urge the reinstitution of ILAs, perhaps with thestate funding being channelled via employers rather than individuals.There will also no doubt be a caveat that there must be tighterscrutiny of training providers before ILA cash is released.

CBI AT BIRMINGHAM - Employers get role in reformed learning scheme EDUCATION. 
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Employers are set to play a big role in "new-look" Individual Learning Accounts, the government training scheme hit by fraud and abuse. 

Estelle Morris said that she wanted business to be heavily involved in designing new programmes to close skills gaps. The education secretary called on companies to work with their local Learning and Skills Councils, the #6bn-a-year business-led network that deals with post-16 education and training. 

"Business needs to work with us to tell government what they need," said Ms Morris. Companies had a "unique opportunity to shape training for years to come". 

The chairman of LSC, Bryan Sanderson, set out how employers could become involved in a successor scheme to the learning accounts. 

Companies could help run "pooled accounts" for their workers or benefit from grants if they encouraged employees to take up a similar successor scheme. 

The LSC hopes employer involvement would radically reduce the chances of fraud involving unscrupulous providers conspiring with bogus trainees. 

Education ministers are keen to re-launch ILAs which saw 2.5m accounts opened against a target of 1m achieved five months before deadline. 

Mr Sanderson said ILAs had provided a demand-led way of allowing 2.5m learners to access training. 

"The concept is highly flexible and has plenty of mileage left in it," he said. 

Ms Morris shut ILAs down from next year after 30 arrests and complaints that have led to investigation of 279 training providers. 

Mr Sanderson hopes any successor scheme can involve the new Sector Skills Councils - which represent employers in industry groups - and the Regional Development Agencies. 

Mr Sanderson said any new scheme would have to have a "low tolerance" of financial abuse but some understanding of problems associated with high demand and popularity. 

One such problem is that the accounts were used by middle-class trainees who used them to "top up" skills that they already possessed. 

One of the LSC's aims is to tackle poor basic skills among 7m adults with literacy and numeracy problems. Mr Sanderson said three sectors were prime targets - tourism, health and construction. All three could play a role in an employer-led successor to the ILAs. 

The government is currently considering a wide range of new policies to stimulate workforce development - such as tax breaks for employers who encourage training. 

Managers urged to improve links with schools to help raise standards 

More business people should get involved with running schools to encourage educational diversity and raise standards, according to Estelle Morris, education secretary, writes Peter Marsh. Although links between the worlds of business and education had strengthened, the connections were still "not sufficiently embedded". 

Efforts by business managers to provide new ideas or even help teaching in schools were a vital part of boosting educational standards and making Britain more successful in high-value areas of industry. Moves to encourage schools to specialise in areas directly linked to business, such as science and engineering, would be boosted by help from business. Ms Morris said the government would be "stupid beyond belief" if it went ahead in encouraging schools to be innovative without talking to industry. 

Alan Wood, chief executive of the UK arm of Siemens, the German engineering group, said that business employees had a big part to play in going into schools and motivating pupils. But businesses could do nothing to help in "remedial work" in schools, needed to make up for the educational establishment's failure to provide acceptable standards of numeracy and literacy among youngsters.  

News - Parliament - Adult-learning cash fiddle warning ignored, say Tories Education.
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Parliamentary Correspondent

THE Government's Individual Learning Accounts scheme that is known as ILAs was a 13-month disaster, the Tories said last night.

Damian Green, the Tory spokesman on education, told the Commons: "Throughout the life of the ILAs scheme the Government should have been aware of the potential fraud problem."

He charged that the Government had ignored warnings before the scheme started that it was flawed.

He was speaking during a Tory-led debate on the crisis in the Government's education policies.

"The Government has tried over the past few days to give the impression that it only became aware of problems concerning fraud in recent months," he added.

"The problem the Government failed to address is that no real checks were ever done on anyone posing as a training provider."

The ILA scheme was suspended last month by ministers, amid claims of fraud and insistence by ministers that it had expanded beyond its capacity. There was a further crisis over student finances, with graduates leaving university deep in debt, while ministers, initially, ignored warnings that the combination of fees and loans was not working.

David Blunkett, the former Education Secretary, had left a legacy of "too much interference, too much paperwork, demoralised teachers, angry parents, disillusioned parents and an education sector that demands and deserves much better," he said.

Estelle Morris, who took over from Mr Blunkett after the June general election, said the 2.5 million Individual Learning Accounts issued represented the "greatest ever" Government initiative to improve adult education but acknowledged that it contained "shortfallings".

She asked the Tories to keep the issue "in perspective" and disclosed that police were investigating four education providers and 30 individuals in connection with ILA fraud allegations.

Her department had received an escalating number of concerns over the learning accounts, she said, culminating in 8,448 complaints shortly before the scheme was suspended.

Phil Willis, the Liberal Democrat education spokesman, said Labour had broken its pledge to spend more of the nation's wealth on education than the Tories.

The Government had failed to supply an adequate number of teachers and secondary school vacancies had trebled under Labour.

"A significant number of our schools, our universities, our colleges, find themselves just as short of cash at the end of four years of Labour Government as they were at the beginning.

"Unless the Government can actually guarantee teachers in our schools of a sufficient supply and quality then quite frankly the rest of its policy is of no consequence at all. Without a good supply of teachers, you have nothing."

The Liberal Democrats were "wedded" to the idea of ILAs and he urged the Government not to abandon the principle behind them.

"Try to sort this mess out as soon as possible and have a replacement scheme on the tracks as soon as possible," he said.

Barry Sheerman (Lab, Huddersfield), chairman of the Commons education select committee, said the Government had come up with some "exciting and innovative" ideas on education but its school report was a mixture of pluses and minuses.

Mr Sheerman asked for reassurances from the Government that a revised version of the ILAs would be reintroduced as soon as possible.

Tim Boswell, (C, Daventry) said he was unconvinced about the reasons behind the suspension of the ILAs.

He added: "I do find it fairly extraordinary that the whole programme has crashed within 12 months of its national roll-out."

PARLIAMENT & POLITICS - Education - Learning accounts a 13-monthdisaster, say Tories.

By Ben Russell Political Correspondent.
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THE GOVERNMENT was accused yesterday of "wilfully ignoring" warningsthat its flagship individual learning accounts (ILAs) were open tofraud a year before the scheme was suspended. Damian Green, the Toryeducation spokesman, said ILAs were a "13-month disaster".

He published letters from James O'Brien, the director of the PitmanTraining Group to David Blunkett, then Secretary of State forEducation, in September last year, warning that the scheme was "open toabuse". Ministers suspended the programme last month amid allegationsof fraud and mis-selling.

Mr Green told MPs: "It's not just a shambles. It's a scandal andsomeone should take responsibility for it. Throughout the life of theILAs, the Government should have been aware of the potential fraud. Theproblem the Government failed to address is that no real checks weredone on anyone posing as a training provider."

But Estelle Morris, the present Secretary of State for Education andSkills, said the programme was "probably the biggest, and despite allthat, the greatest success there has been in getting adults back tolearning." Only 8,448 complaints were received out of 2.5 millionaccounts, she said. Police were investigating possible fraud in justfour cases, involving 30 people, she said.

Ms Morris said ministers took action when they noticed a small rise incomplaints in the summer and a sharp increase in the number of accountsbeing opened. She added: "I can give a cast-iron guarantee that what wewill do over the next two months is to build on the success that ILAswere."

NATIONAL NEWS - Tories hit at ministers over 'flawed' training scheme. 

By ROSEMARY BENNETT. 
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Ministers failed to respond to warnings issued more than a year ago that Individual Learning Accounts were vulnerable to fraud, Conservatives said yesterday. 

Damian Green, shadow education secretary, said David Blunkett, then education secretary, persevered with the scheme despite training providers voicing concerns that it was flawed. 

Mr Blunkett's successor, Estelle Morris, abandoned the flagship manifesto policy late last month saying there was evidence of fraud and mis-selling. 

In a parliamentary debate on the issue, Mr Green said James O'Brien, director of Pitman Training Group, wrote to the education secretary in September 2000 expressing concerns that "there was insufficient detail in the rules of the initiative". "As a responsible training provider we worried that this lack of detail left the scheme open to abuse," Mr O'Brien wrote. 

The letter acknowledges that Department for Education officials already knew of cases of possible abuse and were trying to alter the terms of the scheme to address it. 

Mr O'Brien wrote to Mr Blunkett a month later saying there was still a problem with the scheme. 

A spokesman for the education department said: "We acted promptly once we realised the potential scale of the problem. But it is important to remember the learning accounts programme successfully reached many people with no access to training before."  
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Q My son has a wonderful voice. What are his chances of going to choirschool and how much does it cost?

KD, Manchester

Much depends on how obsessive your son is about singing. Choir schoolsdemand huge commitment from parent and child. You must be sure thatyour son is not only talented but also really wants to be a chorister,and is prepared to work hard to make it.

Be careful to check the academic record of a school as well as thereputation of its choir. And make sure there are decent sportsfacilities. It is natural to want to encourage your son's gift, but notto the detriment of his all round education.

There are 44 choir schools in Britain and the competition for places isintense. They take children from seven to 13, and in some cases up to18. Girls are also eligible for some schools.

Most are fee-paying boarding schools. The costs vary but boarding feescan be as high as #1,400 per term. There are bursary schemes to helpparents out, though. The government's means-tested choir schoolscholarship scheme can also help.

It is worth noting that the Labour MP David Lammy is a product of theKing's school, a choir school in Peterborough, after being plucked froma Tottenham primary school. He went on to read law at Harvard.

For more information and a list of schools see the Choir Schools'Association website atwww.choirschools.org.ukor phone 01359 221 333.

Q I had been planning to pay for a computer course using thegovernment's individual learning accounts scheme, but I've heard thescheme has been axed. Is this true and does it mean I won't be able todo the course?

JH, London

A I'm afraid that if you haven't booked or registered to get anaccount, you are probably out of luck. Officially, the learningaccounts have only been suspended, pending fraud investigations, but inreality it looks like they probably won't be restarted.

This scheme to encourage adults to learn new skills has been hugelypopular - more than 2.5m have opened accounts since it began in 1998.Applicants paid a small part of the course fees for whatever they choseto study and could get up to #200 a year towards their study costs. Thescheme has foundered because there was no adequate system formonitoring the quality of courses. Some rogue firms were allegedlypersuading people to take up unsuitable and inferior courses.

No more accounts can be opened, but if you are an existing accountholder you have until December 7 to book a course, and the governmentwill honour its funding. Courses already booked or under way willcontinue. A new scheme is being devised, but that will take time.

Q My son has a huge amount of coursework to do for his GCSEs. Does thiswork count for much of the final exam grade and how can examiners beconfident that it is the pupil's own work?

TS, Plymouth

A I do sympathise. Piles of GCSE coursework can be hard going and whenpupils fall behind they can get very stressed. The more practicalsubjects, such as art and ICT, usually have the largest amount ofcoursework, accounting for as much as 60% of the final grade.

In maths, coursework can count for a maximum of 20% of the final marks;in history it is 25% and English 30%. The amount varies betweensyllabuses and exam boards and it is up to schools to decide what willsuit their pupils.

The best way to help is just to make sure your son is organised andgets the work in on time. Most schools claim they can tell when parentshave actually overstepped the mark and provided too much help, but I'mnot confident that's true. The exam boards also check coursework.Pupils and teachers have to sign a legal document saying it is thepupil's work.

Q I am 17 and in my final year of A-levels. I am thinking of applyingto university and deferring to take a year out, but I have been told Iwill have to pay my tuition fees for that year to keep my place. Isthis true of all universities or just some?

JE, Birmingham

A I think you may have been misinformed. As long as you make it clearon your Ucas form that you intend to take a year out, there is noreason why you would have to pay your course fees for your gap year -you pay only for the time you are being taught.

But before you start you must contact your local education authority toclear up what funding it can give you. There is a free booklet thattells you about course fees called Financial Support for HigherEducation Students. It can be ordered from the Department for Educationand Skills by calling 0800 731 9133.

If you have a question to raise with Geraldine Hackett, our educationcorrespondent, contact her by e-mail at education.questions@sundaytimes.co.uk

(c) Times Newspapers Ltd, 2001.
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Morton's Fork may be over 500 years old, but the prongs are still aspainful as ever, as Estelle Morris is finding out. It was the wheezedevised by the 15th-century Lord Chancellor, John Morton, for squeezingmore tax out of the nobs when he visited them at their piles. Those wholaid on a slap-up banquet were told they could obviously afford to paymore tax. Those who gave him soup and a roll were told that theirobviously economic lifestyle meant they could pay more tax. SomehowLabour has got into the classic no-win position with IndividualLearning Accounts.
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Individual problem

Morton's Fork may be over 500 years old, but the prongs are still aspainful as ever, as Estelle Morris is finding out. It was the wheezedevised by the 15th-century Lord Chancellor, John Morton, for squeezingmore tax out of the nobs when he visited them at their piles. Those wholaid on a slap-up banquet were told they could obviously afford to paymore tax. Those who gave him soup and a roll were told that theirobviously economic lifestyle meant they could pay more tax. SomehowLabour has got into the classic no-win position with IndividualLearning Accounts.

Impaled

With cruel relish the Tories' new education wallah Damian GreenMortoned the education secretary in the Commons. Her explanation forsuspending what she told the house was "the best scheme that has everexisted", did not wash, he piped. At some length she had stressed thatthe number of problems was actually minuscule - police areinvestigating four providers and 30 individuals - compared with 2.5maccount holders. It was hardly the action of responsible government tosuspend such a vital scheme because of a tiny problem, Green retorted."Either the problem was much worse than the secretary of state istelling the House, or the government panicked and acted unreasonably inthe face of what she describes as a very small problem." Ouch.

INSIDE TRACK - Work skills and McJob training - WORKFORCE DEVELOPMENT - Fast food restaurants manage to ... 
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INSIDE TRACK - Work skills and McJob training - WORKFORCE DEVELOPMENT - Fast food restaurants manage to combine commercial success with the development of their staff. Other employers should take note, writes Christopher Adams. 

As the government tries to raise Britain's low productivity record, it could do worse than look at the fast food industry and the success of the McJob, the kind of low-skilled but highly productive labour used, for example, in McDonald's restaurants. 

According to a report by the Industrial Society*, British businesses suffer from a "winner-takes-all approach" to training that favours high-fliers at the expense of the low-skilled. Despite low levels of basic skills, employers spend the bulk of their training budgets on their most qualified employees. Managers or graduates are up to five times more likely to receive work-based training than employees in unskilled jobs or without qualifications. 

For the rest, on-the-job training, for the most part informal, is often little more than sitting next to a supervisor. The average time spent a year on training for those people who receive any is 99.5 hours, 35 hours below the average for the world's industrialised economies and behind Ireland, the Netherlands and Poland. 

Employers, therefore, can expect Labour to devote a lot of effort to training in its second term. A study expected imminently from Downing Street's Performance and Innovation Unit will set out the government's thinking on training. 

"Underinvestment and under-participation in workforce development is the primary cause of our low productivity," says Andy Westwood, the author of the Industrial Society's report. 

Mr Westwood argues that the government review should take on board the economic importance of the McJob. The policy mix should strike a balance between financing basic skills, the responsibility of government, and encouraging employers to provide development opportunities. 

The government should be wary of concentrating only on "up-skilling" the workforce. Large parts of the fast-growing service sector do not require high skills. McDonald's has long been derided as offering low-paid, low-prestige and low-dignity jobs with little future. In fact it may be better than many employers in the UK at combining commercial success with the development of its workforce. 

In fast food production, many tasks require little pre-job training. McDonald's has a guide running to several hundred pages for new staff on how to operate machines and cook food. Buzzers and lights on the machines tell employees what to do. 

The work resembles a factory assembly line - and the McJob has replaced traditional manufacturing at the heart of the economy as the single biggest employer of those aged under 21. Yet McDonald's also has a strong internal development culture. It claims that nearly half of all its UK managers were formerly kitchen "crew members". 

This helps McDonald's recruit staff in an industry where they do not have to be highly skilled and where pay and benefits are not over-generous. The attraction, says Mr Westwood, is that it is a company where people can climb a ladder, moving from low-to high-skilled work. Contrast the success of McDonald's with an upmarket Michelin-starred restaurant, where the work can also resemble a production line and the cooks are highly skilled but commercial success depends for the most part on the reputation of one or two individuals. 

The McDonald's phenomenon is evidence that a low-skilled workforce, trained properly, can be highly productive. And it does not mean the employer relies on Dickensian workhouse conditions. 

Moreover, says the report, it suggests that workforce development policy should pass a "McDonald's test" - that skills that are not initially relevant to production should still be available to staff. In other words, there should be the opportunity to gain higher skills. 

The Industrial Society report includes several detailed proposals: 

* There should be tax relief for training. This would be targeted at companies' additional expenditure on under-or unskilled workers seeking intermediate qualifications. 

* There should be increased use of recently suspended Individual Learning Accounts, which paid for individual training. There could also be Organisational Learning Accounts with compulsory contributions from employers. 

* The UK needs a "root and branch" independent review of its numerous vocational qualifications. The aim should be to cut their number to that in the academic pathway. 

* Adults aged over 19 should be entitled to study toward a "level 2" vocational qualification either in or out of work. 

* Adults should be allowed a number of development days off work a year. 

* Sector skills councils should be broadened. Employers should be obliged to join these new bodies, which are smaller and more sector-specific than the National Training Organisations they will replace. 

* Not Very Qualified - Raising Skill Levels in the UK Workforce, The Industrial Society, www.indsoc.co.uk.  
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When Estelle Morris took over from David Blunkett last June theeducation world expected a seamless transition. She had, after all,been his schools specialist in government and opposition.

Five months into the job, however, she has quietly overturned a seriesof measures and adopted a radically different tone. She epitomises theshift in the Government's approach to public services since the early,confrontational days after 1997.

As we talked to her in her office at the Department for Education andSkills, we lost count of the number of occasions during an hour-longinterview on which she praised teachers as the leaders of reform.Starting with today's Education Bill, she said she wants to giveteachers back control over their profession. Mr Blunkett's prescriptiveapproach was right for its time, she said, but now there is sufficientaccountability in the system to trust teachers.

In the waiting room outside her office there are photographs of herpredecessors, but, unlike virtually all of them, it is easy to imagineMs Morris, a former teacher, as the best type of energetic andenthusiastic head teacher.

Even before the Bill's appearance, however, Ms Morris has becomeembroiled in controversy over her support for the expansion of "faithschools", notably those run by Muslim and other minority faiths, aswell as longer-established Christian and Jewish schools.

In the face of criticism of such schools by Labour MPs and peers, sheargues that faith schools should not be blamed for broader problems ofsocial fragmentation. She said: "It is wrong to land on the head offaith schools all of society's concerns and the whole of the issue ofsegregated communities." She said that "some people have never believedin faith schools", but that since they have existed for centuries itwould be wrong to deny a faith-based education to parents of minorityfaiths.

However, she said safeguards must exist to ensure that such schoolswere inclusive. Faith-based ones must have partnerships with othertypes of school, so that pupils mixed with children from otherbackgrounds. She will not require an open admissions policy since faithschools should be able to give preference to one faith if they areoversubscribed.

The centrepiece of Ms Morris's approach is her desire to build bridgeswith teachers. "Teachers feel they are constantly done to," she said."That's not true: if you go into their classrooms, you see them makingfine decisions about the children in their care, but they don't seethat as control and they don't feel they influence the educationsystem."

Her aim in this Parliament will be to bring the profession back intothe fold and challenge teachers to come up with their own ideas forfuture reforms. The buzzword for today's Bill will be "deregulation".The best schools will be freed from the constraints of the nationalcurriculum and national agreements on teachers' pay and conditions,giving them the freedom to extend the school day or the length of termsif they wish.

Ms Morris wants to encourage innovation of all kinds. Currentlegislation demands a midday break, for example. "If they want to teachfrom 8am to 2pm and that is agreed with their parents, I am not surewhy the law should prevent them doing it," she said.

Schools will have to earn the right to flexibility through Ofstedreports and pupils' results, but others will be able to apply to makechanges, such as introducing more vocational subjects from the age of14. Until now, she said, ministers have turned a blind eye toexperiments, such as a Newcastle school's decision to turn half of itstimetable over to English because low literacy levels were holding backpupils' progress. The detail of the Government's plans to reformeducation from 14 to 19 is still under discussion, but the Bill willprovide the framework for a more flexible approach. There will be fewerrestrictions on teachers' pay and conditions, for example, so thatstaff from further education colleges could be brought into schools fornon-academic subjects. Similarly, a computer company might supply staffto hone a school's approach to information technology, illustrating MsMorris's oft-stated determination to make the most of private sectorexpertise where appropriate. But today's Bill may leave voterswondering what became of the summer's controversy over privatisation inthe public services. Profitmaking firms will be brought in to run morefailing schools and will have the opportunity to bid to open new ones,but they will not be allowed a majority on governing bodies and willnot run school departments.

The Bill will give Ms Morris the power to remove failing schools fromlocal authority control, but this will be just part of her arsenal.Another option will be to approve virtual takeovers by more successfulneighbours.

New developments will be possible because of increases in funding thatMs Morris is confident of securing. But she is yet to convince headteachers and governors that bigger budgets are here to stay.

She acknowledges that teachers are sceptical. "Every Secretary of Statehas promised the Earth. All I can say is, trust me. I know what I needto do to deliver for you," as the head teacher would say at morningassembly.

Leading article, page 21

THE FACTS ABOUT FAITH SCHOOLS * For every place in a Church of Englandclassroom there are 160 applications from parents, even though 45 percent of the population of England say they do not hold any religiousbelief.

* Last month a study by Civitas, the Institute for the Study of CivilSociety, found that at the age of 14, pupils at Church of England andRoman Catholic schools are, on average, six months ahead of pupils atLEA schools in mathematics and nine months ahead in English.

* A survey of 6,000 people earlier this month by The Observer foundthat 80 per cent of respondents did not support the expansion ofsingle-faith schools.

* The Church of England is planning to sponsor as many as 20 newschools as part of a #25 million programme.

* A further 20 projects are being planned, including a #12 millionIslamic secondary school for girls in Birmingham, an evangelicalChristian school in Leeds and a new Jewish school in London. TheSalvation Army and Seventh Day Adventist groups are also said to be"evaluating opportunities".

* There are currently 6,928 faith schools in total, of which 6,346 areprimary and 582 secondary.

Of these there are:

4,696 Church of England 2,088 Roman Catholic 28 Methodist 33 OtherChristian 46 Mixed faith 32 Jewish 3 Muslim 3 Sikh THE NEW BROOM * ASlevels, introduced in 2000, reviewed and exam timetable altered.

* Education action zones, originally billed as "testbeds ofinnovation", to be scrapped at the end of their five-year term.

* Student fees and loans package introduced in 1997 under review with agraduate tax under consideration.

* Individual Learning Accounts, established in 1998, suspendedindefinitely because of fraud.

* Restrictions on retakes of student teachers' numeracy tests,introduced in 1999, lifted.

* New teacher-friendly tone:

(c) Times Newspapers Ltd, 2001.
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Jobs & Money - Money - Adult education - Still learning the hard way -Students are having problems with their ILA allowances as providers,rushing to beat the final deadline, are make mistakes.

It is a month since the individual learning accounts (ILA) adulteducation initiative was abandoned after evidence emerged that studentshad been ripped off by unscrupulous companies. Yet problems are stillcoming to light.

Jobs & Money reader Karen Johnson this week told how it looked like shehad lost the #150 ILA allowance she was going to use to help meet thecosts of a course next year because it had apparently been swiped byanother company.

When we stepped in to in vestigate, the company concerned admitted ithad made a mistake and it looks virtually certain that she'll get herallowance back.

Individual learning ac counts were launched last year in an attempt tostimulate adult and life-long learning. The aim was that more than 2.5mlearners would receive credits worth up to #200 towards education ortraining costs. But the plug was pulled on the scheme last month afterit fell victim to abuse and fraud.

Some of these problems arguably stemmed from the fact that the creditswere paid straight to the learning provider, not the student, and oncethe learning provider has the would-be student's consent, it can accesstheir ILA and obtain the money.

This seemed to be what happened to Ms Johnson, a graphic designer. Afew days ago she got a letter out of the blue from a Hampshire companycalled TAFL, The Agency for Learning Ltd, which stated that it had beengiven her ILA number to register her for computer courses offered by acompany called Foryou Group. It went on to say that the registrationwas only provisionally reserved and could be cancelled by calling aphone number it gave.

Ms Johnson, 38, of Peterborough, was baffled by the letter. She hadnever heard of the company and says she had not given her ILA number toanyone. "I'm a graphic designer. I work with computers and I don't needto do entry level computer courses."

However, she had booked to do a course with the School of Analyticaland Clinical Hypnotherapy next year and had been planning to use her#150 allowance to help meet the costs of this. After receiving themystery letter she emailed the school about her place but they saidthat according to the ILA, her allowance had already been spent. Shecalled the ILA, which said a company called forme2learn was in theprocess of deducting her allowance. Ms Johnson said: "I'm sure I amonly one of thousands who have received this mailing." She has sent a"snotty" letter off to forme2learn, and says: "I'm not prepared to ringthem up at my expense to cancel something I've not asked for."

Stan Holland, managing director of the Foryou Group - the parentcompany of forme2-learn, a learning provider specialising in computercourses - was quick to admit there had been "a bit of a hiccup".

He says TAFL is an agency it uses to recruit students. These agenciespass on batches of would-be learners' ILA numbers to forme2learn, whichthen inputs these into its system and mails out letters telling themabout the course they are interested in.

Mr Holland says that what will have happened is that a member of hiscompany's staff has keyed in a number incorrectly, which means thewrong person ends up receiving a letter. He admits there have beenother similar mistakes - "seven or eight in the last week or so".

While the ILA says that forme2learn is in the process of deducting MsJohnson's allowance, Mr Holland stresses it has not actually pocketedit. "As far as I am aware we have not taken any money out of her [MsJohnson's] account. It is reserved, waiting for a response from her,and if the answer is no then it is released."

So why all the errors? Mr Holland indirectly blames the government. Hesays that while he backs the decision to scrap the scheme, educationand skills secretary Estelle Morris's announcement that existingaccountholders can still benefit provided they have registered byDecember 7, has put a great strain on providers to get people processedquickly.
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NATIONAL NEWS - #30m feared wasted on low skills training INDIVIDUAL LEARNING ACCOUNTS NEARLY 200,000 HOLDERS ALREADY HAD DEGREE-LEVEL QUALIFICATIONS. 

The government may have wasted up to #30m of tax-payers' money on funding low-level skills training for people who already had a degree or an equivalent qualification. 

When ministers scrapped the scheme - Individual Learning Accounts - last month, they largely blamed fraud and mis-selling for the failure of the flagship policy to tackle Britain's skills gaps. 

An early draft of a Downing Street report on workforce development, due to be published on Tuesday alongside Gordon Brown's pre-Budget report, said 84 per cent of those who took out ILAs - more than 900,000 people - already possessed qualifications. 

The scheme was devised to help those with poor skills. But nearly 200,000 ILA holders had degree-level qualifications. 

The government issued a short statement last night saying further "allegations of fraud and theft" had emerged after a training provider had contacted its Special Investigations Unit. "The inquiry is on-going and the department is unable to comment further for fear of compromising the investigation." 

Estelle Morris, education and skills secretary, had originally announced the suspension of ILAs as it emerged police had arrested 30 people for alleged fraud and mis-selling of the accounts. 

An investigation was launched into 279 training providers. It later emerged the arrests were entirely related to a separate investigation into the activities of animal rights activists. 

Ms Morris said that anecdotal evidence had been building for months that the scheme, which cost about #150m, was subject to abuse. 

The analysis of ILAs by Downing's Street's Performance and Innovation Unit appears to have been omitted from the final drafts of its report. But the early draft cited an evaluation by Capita, which calculated 44 per cent of the ILA take-up was "deadweight". This may represent about #70m of public funding. 

Just over half of the individuals who took out an ILA would have been able to pay for a course without the funding and 62 per cent said they would have done the course without the ILA. 

The information suggests large numbers were using ILA funding to pay for top-up training, rather than the low skills courses the government had intended. 

At the time the ILA scheme was suspended there were those who questioned the reasons put forward. 

The early draft of the performance unit's report suggested the scheme "having raised expectations among employers and employees ... is financially unsustainable in the short term". 

While high take-up rates indicated success, the scheme had not stimulated significant demand among those with low levels of skill and motivation to develop. Man in the News, Page 13 FT Money, separate section.  
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Britain has been set a new target for 2010 - to educate more17-year-olds than the Czech Republic does. But a proposal to grantemployees the right to paid "educational leave" from work so they canimprove their skills looks likely to be shelved for cost reasons.

That was to have been a key recommendation in the eagerly awaitedWorkforce Development report by the Cabinet Office's Performance andInnovation Unit (PIU), due to be published this afternoon as thechancellor, Gordon Brown, makes his pre-budget statement.

The report, which was commissioned by the prime minister, is nowsuspected to have been diluted by civil servants and ministers.

There were still hopes, however, that the chancellor would announce taxcredits for employers who are involved in basic skills training orsupporting staff who are working to gain initial qualifications. Thisis jointly supported by the Trades Union Congress and the Confederationof British Industry.

Pulling ahead of the Czech Republic will actually mean boosting thenumbers of 16-year-olds staying on in education from present levels bya huge 30%, at a hefty cost. The government has already signed up tothe Learning and Skills Council's corporate plan, which broadlydeclares that by the end of this decade we must be in the top 10countries for education and training.

The quango's chief executive, John Harwood, has now specified thechallenge for participation by 17-year-olds. "Our target is to get upto 10th place, which is currently occupied by the Czech Republic, by2010," he told the Association of Colleges' annual conference inBirmingham. This was a "huge challenge", he said. "We will need anextra 160,000 places in colleges to be able to achieve that."

On current costs - according to the Department for Education and Skillsthe average annual cost of educating a 16-to18-year-old is #3,500 -this would mean a hike in spending of more than half a billion pounds.

"The question is whether the government realises how much it is goingto cost," said one LSC official. The council is using statisticspublished by the OECD (Organisation for Economic Cooperation andDevelopment) for participation in member countries.

The latest figures available - for 1999 - places the UK 26th out of 30,with a participation rate of 71% for 17-year-olds. The Czech Republicpresently occupies the 10th place at 83%. Assuming that the CzechRepublic will also have boosted its participation rate, the UK will beaiming to hit 90% by 2010.

Earlier drafts of the PIU Workforce Development report included anumber of proposals which caused alarm among civil servants at theTreasury, and in other Whitehall departments who saw it, according toone observer.

"It's effectively been downgraded from a final report withrecommendations reflecting government policy to a consultationdocument."

The proposal that adults who didn't manage to pick up five good GCSEpasses at school should be granted free tuition to gain them as adultswas one which frightened the Treasury, particularly after theIndividual Learning Accounts (ILA) experience, said the source.

"There was a potential cost of #1.2bn worked out. The worry is that, asthe success and problems of ILAs have shown, the take-up rate mightprove to be much higher."

The educational leave proposal is thought to have been nobbled byDowning Street for fear that it would provoke a significant backlashfrom employers.

Further Education - Czech challenge - Britain chasing Prague for tenthplace in world league table, ...
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Further Education - Czech challenge - Britain chasing Prague for tenthplace in world league table, reports Peter Kingston.

Britain has been set a new target for 2010 - to educate more17-year-olds than the Czech Republic does. But a proposal to grantemployees the right to paid "educational leave" from work so they canimprove their skills looks likely to be shelved for cost reasons.

That was to have been a key recommendation in the eagerly awaitedWorkforce Development report by the Cabinet Office's Performance andInnovation Unit (PIU), due to be published this afternoon as thechancellor, Gordon Brown, makes his pre-budget statement.

The report, which was commissioned by the prime minister, is nowsuspected to have been diluted by civil servants and ministers.

There were still hopes, however, that the chancellor would announce taxcredits for employers who are involved in basic skills training orsupporting staff who are working to gain initial qualifications. Thisis jointly supported by the Trades Union Congress and the Confederationof British Industry.

Pulling ahead of the Czech Republic will actually mean boosting thenumbers of 16-year-olds staying on in education from present levels bya huge 30%, at a hefty cost. The government has already signed up tothe Learning and Skills Council's corporate plan, which broadlydeclares that by the end of this decade we must be in the top 10countries for education and training.

The quango's chief executive, John Harwood, has now specified thechallenge for participation by 17-year-olds. "Our target is to get upto 10th place, which is currently occupied by the Czech Republic, by2010," he told the Association of Colleges' annual conference inBirmingham. This was a "huge challenge", he said. "We will need anextra 160,000 places in colleges to be able to achieve that."

On current costs - according to the Department for Education and Skillsthe average annual cost of educating a 16-to18-year-old is #3,500 -this would mean a hike in spending of more than half a billion pounds.

"The question is whether the government realises how much it is goingto cost," said one LSC official. The council is using statisticspublished by the OECD (Organisation for Economic Cooperation andDevelopment) for participation in member countries.

The latest figures available - for 1999 - places the UK 26th out of 30,with a participation rate of 71% for 17-year-olds. The Czech Republicpresently occupies the 10th place at 83%. Assuming that the CzechRepublic will also have boosted its participation rate, the UK will beaiming to hit 90% by 2010.

Earlier drafts of the PIU Workforce Development report included anumber of proposals which caused alarm among civil servants at theTreasury, and in other Whitehall departments who saw it, according toone observer.

"It's effectively been downgraded from a final report withrecommendations reflecting government policy to a consultationdocument."

The proposal that adults who didn't manage to pick up five good GCSEpasses at school should be granted free tuition to gain them as adultswas one which frightened the Treasury, particularly after theIndividual Learning Accounts (ILA) experience, said the source.

"There was a potential cost of #1.2bn worked out. The worry is that, asthe success and problems of ILAs have shown, the take-up rate mightprove to be much higher."

The educational leave proposal is thought to have been nobbled byDowning Street for fear that it would provoke a significant backlashfrom employers.
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Gordon Brown will today reaffirm government plans to encourage adult skills training, announcing further consultation on proposals including tax credits for employers. 

The chancellor, who first proposed a training tax credit last year, will use a Downing Street study on workforce development to launch a cross-departmental review of policy options. This will feed into next year's spending round. 

The study by Downing 

Street's performance and innovation unit will set out measures to raise investment in skills, regarded by the government as crucial to closing the productivity gap with the rest of the world. 

Financial incentives for small businesses - cash grants, vouchers, tax credits and loans - are among the options considered in the report. Management skills are identified as a particular area where support may be needed. It proposes help for individuals, including a "revitalised" Individual Learning Accounts scheme to assist low-level skills attainment. 

But the report will not be a statement of policy. The final draft has been watered down and is intended to stimulate co-operation between Whitehall departments and discussion with employers. 

The final draft sets out why skills are important to raising productivity and blames economic, social and cultural factors for the UK's failings. The softer tone may reflect Treasury reluctance to commit funds at a time when economic uncertainty and the war in Afghanistan are straining public finances. 

Ministers are reluctant to back incentives without more analysis. They are wary of a recurrence of the problems with ILAs, which were suspended after allegations of fraud and evidence of high take-up among people who did not need them. 

Departments are at odds over whether basic or higher skills should be the focus of the government's efforts. 

The study recommends that the government creates a "demand-led" system to promote workforce development, supported by incentives and safeguards. 

However, the report stresses the need to minimise abuse. 

* The employment bill is a "missed opportunity" to create a modern system of workplace rights, the National Association of Citizens Advice Bureaux said yesterday. 

It warned that the measures were unlikely to be an effective spur to employers to establish dispute resolution procedures. 

Also, proposed sanctions for the failure of benefit claimants' partners to attend work-focused interviews would cause undue stress and worry for people caring for children.  

PRE-BUDGET REPORT - Training scheme withdrawn early NEWS DIGEST. 
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Training scheme withdrawn early 

The Conservatives are challenging the government to explain why it has suddenly withdrawn Individual Learning Accounts two weeks earlier than scheduled. 

Estelle Morris, education and skills secretary, yesterday confirmed that the government's flagship training scheme had been shut down last Friday after fresh claims of abuse. 

Her department called in the police to look at allegations of "fraud and abuse" uncovered by the department's Special Investigations Unit last week after it was contacted by a training provider. 

More than 270 providers were being investigated and 30 people had been arrested. All the arrests were connected to an inquiry by the National Crime Squad into animal rights activists. Rosemary Bennett and Jim Kelly.  

Costs of failed learning plan 'cannot even be estimated' - MPssurprised by minister's admission over ...
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Costs of failed learning plan 'cannot even be estimated' - MPssurprised by minister's admission over account 'chaos'.

A minister astonished MPs yesterday by admitting that he had no idea ofthe extent to which the government had overshot its budget for itsill-fated individual learning accounts - a project to improve adultbasic skills which was quietly dropped in England last week amid policeinvestigations into fraud.

The admission raises the prospect of further investigation by theCommons public accounts committee or the national audit office, giventhat the extra cost to the taxpayer could be millions of pounds.

MPs on the cross-party Commons education select committee werequestioning adult skills minister John Healey - a former parliamentaryprivate secretary to the chancellor - on his portfolio as part of aseries of routine interviews of all the ministers at the Department forEducation.

They opted to concentrate on the individual learning accounts followingthe government's decision last week to drop the scheme two weeksearlier than originally planned.

They questioned the minister closely about whether the reason thescheme had been suspended was fraud and misuse by training companies,or budgetary pressures due to its unprecedented take-up.

ILAs - which featured in Labour's 1997 election manifesto - wereintended to provide a flexible funding system to allow adults to takeup training in basic skills such as information and communicationstechnology.

Initially, everyone who opened an ILA got #150 towards the cost of acourse, but that entitlement was later replaced with means testeddiscounts worth up to #200, or 80% of the price. The government hit itstarget that 1m adults should sign up for ac counts in March this year -a year early.

Mr Healey told MPs that the scheme's budget had been set at #56m in2000-01 and #71m in 2001-02, but it had not been "capped". He admittedthat the budget had been exceeded, but no one knew by how much.

"We are simply not able to say that at the moment because we are stillprocessing payments, and people can claim discounts for learning sixmonths after it has been booked," he said.

Pressed by the committee chairman, Labour's Barry Sheerman, to give a"ballpark" estimate, Mr Healey said: "At the moment, the uncertainnumber of individual ILA discount payments we are going to have to payout means I simply can't give you even a ballpark figure of what thepossible overspends are going to be".

Labour's Jonathan Shaw said: "You don't know how much any overshootwill be; you don't know who is responsible.

"Am I being too crude here? Is the problem here that no one knows whatis going on as you stumble from chaos to disaster?"

Out of 2.6m ILA holders, 1.2m had not yet "drawn down" their discounts,but would only have had until last Friday to book training and qualifyfor the subsidy, Mr Healey told MPs. It is understood that severalhundred thousand may have got in before the hastily brought forwarddeadline, suggesting the government will have to pay out millions ofpounds.

The Department for Education and Skills said later that only about halfof the 2.6m accounts had been used by last Friday and no more trainingwould be booked.

Mr Healey told MPs that the government was committed to launching areplacement scheme, and the department was working on a new model. Hesaid fraud and theft allegations were being investigated, with 39people arrested to date and one charged.

The scheme has also been suspended in Northern Ireland, but is stillrunning in Wales and Scotland.

More education news at EducationGuardian.co.uk.
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AN AMBITIOUS government scheme to provide adult education and tackle skills shortages has been scrapped amid allegations of fraud and theft.

The Individual Learning Accounts initiative was due to be suspended next month while training companies believed to be abusing the scheme were investigated.

Six days ago the programme was shut down with immediate effect after the discovery of "irregularities". Thirty-nine people have been arrested and one charged in connection with the scheme.

The move comes a month after Estelle Morris, the Education Secretary, promised that courses funded through the initiative could be booked until Dec 7.

Legitimate education firms, and more than a million learners who each contributed between 20 per cent and 80 per cent of their course fee, have now been left in limbo. It has also hit up to another one million people looking for training, led to the closure of more than 100 education centres and put up to 1,000 people out of work. The Government admitted yesterday that the ILA scheme could end up costing taxpayers millions of pounds.

MPs on the all-party Commons education select committee asked how much over budget the scheme had gone, but the adult skills minister, John Healey, said he was unable to provide even an approximate figure.

The scheme's budget for the last two years totalled #127 million, but was not capped. Mr Healey admitted no one knew by how much it had been exceeded.

The latest figures say that 1.2 million of the 2.6 million account holders have not yet booked their training.

Several hundred thousand of those, however, may have registered and qualified for the subsidy before last Friday, meaning the Government would have to continue funding their courses.

It also emerged yesterday that almost half of those who took out ILAs said they could have afforded to pay for the training themselves.

A spokesman for Hairnet, a small company that provides computer training for the over-50s in their own homes, said it had received no information about what would happen next.

"We feel fed up about how the Government has dealt with this, we are all completely in the dark. It has been very clumsily handled," she said.

Miss Morris said last month that police were investigating four education providers and 30 individuals in connection with the fraud allegations. She said her department had received more than 8,000 complaints about the scheme.

The ILA project was announced with a fanfare by the Chancellor, Gordon Brown, in his Budget two years ago. He described it as "an incentive to learn new skills".

The main thrust of the scheme was to fund cut-price information technology courses, in an attempt to encourage older people to become computer literate, by providing individual grants worth up to #200.

Those who had opened accounts received a letter from the Department for Education and Skills last month, urging them to book training courses before the system ceased to operate on Dec 7.

"We are aware of increasing evidence of aggressive mis-selling of Individual Learning Accounts," the letter said. "We have become very concerned that some people are being pressed to sign up for low value, poor quality learning."

The programme was, however, wound up without notice on Nov 22.

The Department for Education and Skills yesterday gave a "cast-iron" guarantee that a successor scheme to ILAs would be created.

Its spokesman said last night: "The inquiry is ongoing and the department is unable to comment further for fear of compromising the investigation."
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The government will begina campaign today to plug industrial skills gaps by promising a new-style apprenticeship place to every qualified 16 and 17-year-old who wants one by 2004. 

Estelle Morris, education and skills secretary, wants 175,000 young people a year to take places by that date - up from 140,000 today. 

Ministers want to end the divide between the esteem given to academic achievement and the low regard for skills-based training. 

The announcement comes on top of a pre-Budget report ambition, undated, for all adults to have the chance to get five GCSEs at A*-C, or their equivalent. 

Ivan Lewis, lifelong learning minister, said he wanted to see the new modern apprenticeships, and vocational GCSEs and A-levels, valued by employers and learners. 

"I am absolutely determined to end this nonsense where vocational is seen as some sort of soft option," Mr Lewis said. 

He would also push forward plans to drop the word "vocational" from awards so they could be treated on a par with academic awards. 

The moves - personally backed by Gordon Brown, the chancellor - take up recommendations made by Sir John Cassels in a report delivered last month. 

There will be a drive to make sure more apprenticeships are completed - at the moment less than half are, and possibly less than a third. 

A new diploma will be awarded to apprentices and they will have to take a testing "technical certificate". 

Work-based learning will be backed by an annual budget rising to #862m by 2003-04, controlled by the new Learning and Skills Council. 

The entitlement to a modern apprenticeship place will be for those with five GCSEs at A*-C - including maths and English. The revamped apprenticeships will also be seen as a possible route into higher education where the government needs to meet ambitious targets for access by 2010. 

Today university vice-chancellors will be encouraged to consider the idea of removing the current "cap" on student numbers in popular subjects. 

Allowing some universities to expand quickly in some areas is seen as one way of encouraging entrants from new routes such as apprenticeships. 

* The government had to admit yesterday that it did not know how much had been spent on individual learning accounts - the training scheme it had to suspend due to fraud, theft and abuse. 

John Healey, adult skills minister, told the education select committee he was unable even to provide a "ball park" figure. Privately officials believe it may have cost #200m.  
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Gordon Brown says - or hints heavily - that taxes will haveto rise to fund a revived National Health Service. That judgmentis at best premature.In thelonger term, perhaps. But first the government must do what it promised to do when first elected: rigorously assess its priorities. 

Last Tuesday the chancellor handed out another #1bn for the NHS for next year. A couple of billion more are going into the new employment and child tax credits. A similar sum has been earmarked for the pension credit. "A billion here, a billion there and pretty soon you are talking serious money," as James Baker, the former US Treasury secretary used to remark. 

While the chancellor is convinced that the nation must spend more on its health - a judgment with which it is hard to disagree - he is behaving as if everything else can just go on as before. This is not what the government promised - or what it did - when it took office. It launched a comprehensive spending review to examine precisely what government was spending its cash on, what could be cut back, what could be dispensed with. Governments of both colours, Conservative and Labour, never find such exercises easy. But the first comprehensive spending review at least made some adjustments and set its priorities out clearly. 

Theoretically, the government is currently engaged in just such another exercise. But there is precious little sign that it is being undertaken with the same rigour. Housing benefit, the great #11bn intractable of social spending, remains largely unreformed after Labour's more than four years in office. Law and order cries out for a dose of efficiency and rationalisation. Some of the Department of Trade and Industry's industry support prog-rammes could stand a closer look. 

The Individual Learning Accounts - a sound idea that has collapsed amid fraud and abuse - could be cut back to something better targeted and less grandiose. Plans such as the chancellor's "baby bond", an interesting wheeze that lacks hard evidence of its effectiveness, could be dispatched to the far back burner. And the chancellor's tax credit programme - Mr Brown's personal fief - rolls on immutably, apparently immune to the spending pressures elsewhere in government. 

If health needs more money, and education and transport remain priorities, other things will have to give. "To govern is to choose" is an axiom that holds for British chancellors as well as French prime ministers. The chancellor should make some hard choices before he tells taxpayers to dig more deeply into their pockets.  
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HACKERS may have defrauded a government training scheme of millions ofpounds by breaching security at one

of the country's largest computer companies, police said yesterday.

Detectives have visited the offices of Capita Group in Darlington in awidening of their investigation into the collapse of the #71 millionIndividual Learning Accounts (ILA) scheme.

ILAs provided adults with #200 subsidies towards improving their skills ongovernment-approved courses. The money was paid directly to the providers ofthe training. It was closed down two months ago after allegations that falsenames and addresses had been used to obtain money.

One suspect may have siphoned off as much as #2.5 million of taxpayers'money, police said last night. Detectives do not know whether Capita companystaff were involved in the alleged breach of security.

A senior police source said yesterday: "Our initial inquiries were mainlyabout small-scale fraud involving individuals and training course providers.We are now looking at the possibility that thousands of ILA numbers havebeen accessed by criminals who tapped in to the computer database and thenoffered the accounts for sale."

The ILA scheme was being administered by the Capita Group, a FTSE 100 firmwith 140 sites across Britain. The disclosure of a possible breach in thefirm's security will dismay other government departments and some ofBritain's biggest firms.

According to the Capita group's website its contracts include dealing with10 million taxpayers, collecting #1.5 billion in council tax and rates andproducing pay slips for two million employees.

The firm said yesterday: "We are unable to comment on this because of thepolice investigation. We have been asked by the Department for Education andSkills not to say anything. We are confident that the systems we run acrossall our contracts are secure."

Thirty-nine arrests have been made, including 29 people with links to animalrights groups. Activists protesting about experiments at the Huntingdon LifeSciences Laboratory are alleged to have been planning a #100,000 fraud. Theywere arrested in Cambridgeshire by Special Branch officers and investigatorsfrom the Department for Education and Skills. Although no charge has yetbeen brought, it is believed that police seized evidence suggesting that theactivists were using bogus identities to steal funds for their operations.

The DfES said that further details of the fraud investigation could not bedisclosed because it would jeopardise the police operation.

It is understood that West Midlands Police are co-ordin-ating the fraudinvestigation across the country with other police forces, including theNational Crime Squad and Cheshire Constabulary.

According to a Durham police statement issued after the visit to Capita'soffices in Darlington, the firm's own inquiries detected a breach that mayhave occurred in the Cheshire area, although it admits that it found noevidence of a breach at Darlington.

(c) Times Newspapers Ltd, 2001.
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The Department for Education's individual learning accounts scheme,offering cash for adult education courses, overspent by at least#58.8m, it was revealed yesterday by Whitehall's spending watchdog.
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Learning scheme to face probe 

The National Audit Office is to investigate the government's handling of the multi-million pound training scheme it was forced to close because of widespread abuse and fraud. 

After problems arose, ministers said they would shut down Individual Learning Accounts on December 7 - but then closed them early amid fresh police allegations of fraud. 

Ministers recently admitted they did not know how much the scheme would eventually be seen to have cost. The scheme provided public money to learners to encourage them to take up training courses. Ministers said it was sound in principle. Jim Kelly.  
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Estelle Morris is determined to improve work-related learning, saysEdward Fennell

As Estelle Morris is discovering, it is a big job being Secretary ofState for Education and Skills. Beyond the current obsession withleague tables and GCSE and A-level results there is a deep hinterlandof vocational education and training - based in further educationcolleges and on employers' premises - which is critical to the successof the economy.

The fact that this has a low profile in public awareness does not meanthat Ms Morris, the successor to David Blunkett and with a distinctlydifferent style, can afford to ignore it. Her continued support for theNational Training Awards is proof of that. Schools may say goodbye totheir pupils at 16 or 18 but their learning remains a concern of theDepartment for Education and Skills for the rest of their workinglives. And it is increasingly the area where Ms Morris must make commoncause with colleagues in the departments of Trade and Industry, Workand Pensions and, above all, the Treasury, if the country is to havethe high-calibre workforce that its industry needs.

"As Gordon Brown pointed out recently in his Pre-Budget statement," MsMorris says, "boosting productivity is a national priority. There is aneed for tripartite co-operation between departments to achieve ourproductivity objectives. We have clear but overlapping responsibilitieshere - it is a task for joined-up Government."

As proof of the Government's determination to raise standards oftraining the whole system of support and monitoring of work-relatedlearning is undergoing massive change. Earlier this year theConservative-built network of Training and Enterprise Councils, or TECs(in England and Wales; Scotland is independent), was swept away andreplaced by a new, more centrally accountable system of Learning &Skills Councils (LSCs).

"Many TECs did a good job but there was a lack of co-ordination intheir work," Ms Morris says. "Under the new LSCs we are pullingtogether all post 16 education - except higher education. Among thebenefits we expect is the merging of the academic and vocationalroutes. We would like to see more people going on to higher educationvia vocational learning - although that may be at some point in theirtwenties rather than their late teens."

Local LSCs, supervised by a national body, have a vast purview overeverything from A levels to Modern Apprenticeships (a programmeregarded as increasingly important by Ms Morris), plus all the trainingthat takes place on employers' premises.

They also need to co-operate with a new structure of Sector SkillsCouncils which are being established next year to replace NationalTraining Organisations (another Conservative initiative that is bitingthe dust).

"The NTO structure was very patchy and in many cases lacked employersupport," Ms Morris says. "The best of the NTOs - especially those witha good record going back to the days of the old industrial trainingboards - will be able to make the transition easily to become SectorSkills Councils and face up to the new challenges."

What will happen to those who don't measure up remains to be seen. Butthe problem experienced by NTOs reflects the prevailing and chronicproblems across the national training system. The best are excellentbut the spread of performance is very wide. This is particularly truein further education colleges, where Ms Morris is just launching aseries of centres of excellence that are designed to provide models andinspiration to their less successful neighbours.

"We need to see year-on-year improvements in the FE sector," she says."We are at the start of a long journey because the colleges have beenneglected in the past. But our new inspection system in conjunctionwith the LSCs and the Sector Skills Councils should start to make adifference."

High-quality FE provision, where it exists, has often been a crucialfactor in the lives of individual winners of National Training Awards,widening their horizons and boosting their achievements. Thecontroversial closure of the Government's Individual Learning Accountsprogramme, on the ground of widespread fraud, leaves a question markover how this will continue. Meanwhile, partnerships between collegesand local employers have also been fruitful in terms of producingcorporate winners.

That is why Ms Morris believes in the value of the National TrainingAwards as an opportunity to reward excellence and to pinpoint goodpractice in areas that are often overlooked. "More and more people arestarting to recognise the imperative of training," she says.

(c) Times Newspapers Ltd, 2001.
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Overspend on training plan 

The government has so far overspent by #58.8m on Individual Learning Accounts - the training scheme it had to close down because of fraud and abuse. It had planned to spend #202.1m but it had so far cost #260.9m. The overspend would have been much larger if it had not abruptly shut the scheme down last month, having previously indicated it would let it run to December 7 before wrapping up the programme. Yesterday training providers lobbied parliament claiming their businesses had been badly hit by the way the government closed the scheme down. Jim Kelly.  
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A multi-million pound training programme suspended in England after allegations of fraud and abuse has been closed down in Scotland. 

Last month, ministers in London said they would close Individual Learning Accounts in England after 30 arrests and an investigation of nearly 300 training providers. 

Wendy Alexander, Scottish Executive minister for enterprise, transport, and lifelong learning, said a review had shown "similar problems" to those found in England. 

The Department for Education and Skills in London has reported that the scheme was nearly #60m overspent and that abuse was being found on a large scale. 

It is alleged that some ILA account numbers were used to draw down a government subsidy of #150 cash, or #200 in training vouchers, but no training was given. 

Estelle Morris, education and skills secretary, has faced criticism for closing the scheme when the programme in Scotland was merely tightened up. 

Privately, ministers said the problems that prompted a shutdown of the scheme on November 23 were too serious to allow it to carry on. 

"We had hoped the introduction of extra checks and other security measures would allow us to be able to continue the scheme," said the Scottish minister. "However, in the light of the review we have today reached the conclusion that at present the risks of continuation are too great." 

In Scotland the scheme had attracted 110,000 learners, many seeking basic skills. The Scottish Executive is to examine how to relaunch a scheme which deals with basic skills deficiencies.  
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EYEBROWS MAY well be raised in some academic circles at the news thatthousands of youngsters every year will be going on to higher educationwithout having followed the traditional A-level route. Those that baulkat it, though, should think again before leaping to the conclusion thathigher education is being dumbed down. They should recognise that weare educating and, yes, equipping today's youngsters for a vastlydifferent world than was the case when they were at university and theurgent need today is to develop world-class technical skills to enableus to compete in the global economy.

The development of a quality vocational route to higher education, asenvisaged by the Government, is one that is likely to lead to muchgreater specialisation and diversity within the university sector. Theyoungsters who will be taking advantage of this route are unlikely tobe candidates for the leafy spires of Oxford and Cambridge. They willprobably opt for places at the new universities, which will be chargedwith developing and improving upon the vocational degree courses manyof them already run.

Some of these universities are already attracting youngsters fromnon-traditional routes, but the vocational qualifications at present onoffer do not inspire confidence. That is why we welcome theGovernment's acknowledgement that there must be a much tougher qualitycontrol regime on these new apprenticeships. The portents, if one looksat the Individual Learning Accounts Scheme, are not good. Here adultswere able to apply for retraining grants, with the money going to firmsand individuals which, in some cases, had no intention of providingquality training. Several people have now been arrested on suspicion offraud and the scheme has been suspended.

Lessons appear to have been learned, however: the new diploma envisagedfor apprentices has external checks on quality. And more foundation andfurther education access courses will be set up for those who wish tomove on to higher education after their apprenticeships. As a result ofthis thoughtful planning, we wish the programme success. It is the onlyrealistic way of achieving Tony Blair's declared aim of getting 50 percent of youngsters involved in higher education by the end of thedecade.
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The UK stock market ended the Christmas week, with another gain - its fourth in succession - although trading was fairly quiet. 

A spate of US economic data gave a fairly positive picture with consumer confidence, new homes sales, weekly jobless claims and durable goods orders all better than expected. Only the Chicago purchasing managers' index was disappointing. 

Wall Street followed up Thursday's gains with another positive opening, with the Nasdaq Composite bouncing above 2,000 in early trading. 

That helped the FTSE 100 index reach its high for the day of 5,243.7, up 30.5, in mid-afternoon. Even though Wall Street shed some of its gains, Footsie held up well, closing 29.2 points higher at 5,242.4. 

All the other indices were higher with the FTSE 250 up 39.4 at 5,913.7, the SmallCap 4.8 at 2,569.3 and the Techmark 100 13.13 at 1,467.55. 

Turnover was extremely modest with just 598.1m shares traded by the 6pm count. 

Indications that the Christmas period had been highly positive for the retail sector were confirmed by statements from Asda and John Lewis. 

Among the general retailers, Next gained 9 to 894p, Kingfisher 7 to 393p, Arcadia 7 to 262p and JJB Sports 11 1/2 to 461 1/2p. 

But food retailers lost ground, with J Sainsbury dropping 9 1/4 to 362 1/4p, the worst performance in the FTSE 100 and Tesco easing to 247 1/2p. 

Opec's decision to cut oil production by 1.5m barrels per day, in an attempt to bolster the crude price, had only a modest effect on the oil giants. And the positive news of the cut was offset by a statement from Opec President Chakib Khelil that the cartel would be happy to keep the crude price above $20 a barrel. That compares with Opec's official $22-$28 target range. 

Shares in BP rose 4 to 537p while Shell advanced 4 3/4p to 482p. But there was a more positive reaction in the exploration sector, where profits are highly geared to the crude price. 

Edinburgh Oil & Gas jumped 9p to 121 1/2p while Enterprise Oil advanced 13 to 461p. 

Shares in AstraZeneca rose 59 to #31.44 as the drugs group announced it had submitted clinical data for Iressa, a lung cancer treatment, to the US Food and Drug Administration. The company said that Phase II trials of the drug had resulted in disease stabilisation and the relief of symptoms such as shortness of breath and coughing. 

HSBC rose 8 to 815p after it announced that it would take an 8 per cent stake in Bank of Shanghai, making it the first foreign bank to buy into a bank in the People's Republic. 

Pearson, the media group that owns the Financial Times, gained 25 to 800p, after finance director John Makinson told analysts that the group planned to use the proceeds of the RTL stake disposal to reduce debt, rather than make acquisitions. 

However, the best performers in the FTSE 100 were the two utilities, Severn Trent, up 33 at 717p, and Scottish Power, up 13 at 391p, as investors adjusted their portfolios before the year end. 

Regus was the worst performer in the FTSE 250 index as the office services group announced a #40m convertible bond issue to strengthen its balance sheet. The shares fell 7 1/2p to 46p. 

The biggest faller of the day was Voss Net, whose shares returned from suspension on AIM at 3p, down 11 1/2 from the pre-suspension 

Voss raises #255,000 price. The company had provided training courses for people on Individual Learning Accounts, a government scheme that was suspended in October. Since then, Voss has raised #255,000 via a placing of 25.5m shares. 

Another big casualty was Cedar, a software group, which warned that it would become insolvent if it failed to receive further funding. The group said it was in talks with other parties about financing but that any offer was likely to be in the range of 5p a share. The shares, already among the worst performers of 2001, fell a further 7 1/2 to 4p. 

Shares in Channelfly, the music and media group, were unchanged at 9 1/2p as the company announced it was seeking to raise #450,000 through a private placing of 6m shares. 

Clean Diesel Technologies, floating on AIM, placed 2.58m shares at #1.40 per share. The shares closed at 163p.  
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THE Scottish executive is under pressure to explain why it suddenly halted amulti-million-pound training programme for thousands of workers.

Last week ministers announced that they had cancelled individual learningaccounts which provided cash for workers who wanted to improve their skills.The scheme was a key part of the government's life-long learning agenda.

Wendy Alexander, the minister for enterprise and life-long learning, saidthe project had become a target for fraudsters. In England 39 people havebeen arrested in connection with alleged fraud.

The scheme was launched three years ago by Gordon Brown, the chancellor, toraise skills levels. Adults wanting to enrol on a computer course or toretrain could apply for government subsidies of between #150 and #200. Themoney was paid directly to the providers of the training.

It is believed that criminals may have hacked into a computer database runby Capita Group, the firm that administers the accounts, and then offeredthe accounts for sale.

However, The Sunday Times has established that there have been no cases offraud in Scotland and the details of Scots registered on the database werenot accessed by hackers.

days after closing the accounts on the grounds of concern about fraud, theexecutive is now claiming the closures were made because of "aggressivemarketing" by providers.

More than 100,000 people in Scotland who enrolled in the accounts have beenunable to access them since the closure, and companies providing genuinecourses say they are struggling financially. More than #4m of funding hasbeen left unspent in Scotland.

Last week Jack McConnell, the first minister, refused to make a statement tothe Scottish parliament explaining the closure. Phil Gallie, the Tory lifelong learning spokesman, said answers were needed. "They have been deceitfuland dilatory about the way they have handled this whole scheme and itsclosure," he said. "There are a lot of genuine training centres and coursesproviding a very good service but because the executive did not act quicklyenough to ensure quality control they have closed the whole thing."

The English side of the scheme was closed two months ago after allegationsthat some account numbers were used by bogus training providers to drawgovernment subsidies. One suspect may have siphoned off as much as #2.5m oftaxpayers' money.

The official report in Scotland said there were no serious cases of fraudand 30 minor irregularities, but the Scottish executive closed the accountson December 20.

A source close to the executive said: "The real reason why the whole thinghad to be shut down is that they panicked when they heard that hackers gotinto the Capita system. The details of all the UK providers and thoseeligible to apply were in that database. They had already been told thatthey should act in line with Westminster to avoid any further embarassmentbut we had tighter regulations up here so did not see the need to close themdown. The allegations at Capita were the final straw."

Sources claim the situation was different north of the border. There wasgreater quality control because the providers had to be registered with andvetted by Learndirect Scotland.

More than 200,000 people opened accounts in Scotland but only 70,000 usedthem. A spokeswoman for Capita said Scottish data had not been accessed."Capita can confirm that neither the company's own investigation nor those,as far as we are aware, of the police have revealed any hacking or breach ofsecurity of the (account) system that Capita administers on behalf of theScottish executive," she said.

Alexander said: "We had hoped that the introduction of extra checks andother security measures would allow us to be able to continue the scheme.

"However, in light of the review we have reached the conclusion that atpresent the risks of continuation are too great. We are acting to protectthe interests of individual learners and the public purse."

A spokesman for the executive said: "The concern was principally about themisselling of (accounts) rather than fraud."

(c) Times Newspapers Ltd, 2001.
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A SERIES of "time bombs" are ready to go off inside the education system because of problems left by David Blunkett before he become Home Secretary, the Tories claimed yesterday.

A shortage of teachers, problems with student support and Education Action Zones, and the collapse of Individual Learning Accounts amount to a "quiet crisis" in education, the shadow education secretary, Damian Green, claimed yesterday.

Although the Government says that 12,000 extra teachers have been recruited since 1997, nearly a quarter are unqualified.

Individual learning accounts were a key part of the Government's strategy for helping adults to acquire skills, but the scheme was suspended on Oct 24 after warnings that it was the subject of fraud.

Education Action Zones, set up to involve more private firms in learning, failed to raise the necessary money from private sources and have been criticised by Ofsted.

The system for student support has also been scrapped after it was seen to be discouraging poorer students from completing university courses.

Announcing that education is to be the focus of the next Conservative campaign, to begin in the New Year, Mr Green said: "In schools and universities education professionals are having to put sticking plaster over deep-seated problems.

"We will not let the government escape its responsibilities for these crises, even though they are less immediately dramatic than the sight of patients on trolleys, and a rail system in chaos.

"There is now a quiet crisis in Britain's education system, and it needs tackling urgently."

Flexing of muscles does not herald a retreat from presidential style.
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On the front line At the end of last year, just before the Pre-BudgetReport, Sunday newspapers reported a "serious rift" between Tony Blairand Gordon Brown over whether to spend more money on public services,or whether instead to extend the Chancellor's pet project: taxcredits.

There appeared to be a concerted effort to brief against the Chancellorfrom within the Cabinet. Advisers to Mr Blair in No 10 believed thebriefers to be the Health Secretay, Alan Milburn, and the TransportSecretary, Stephen Byers. The accuracy or otherwise of the reports (andBrown was in fact preparing to unveil the Wanless report andeffectively announce that taxes would have to rise to pay for massiveincreased expenditure on the NHS) was less significant than the factthat fellow Cabinet ministers seemed to be attempting to take on themighty Chancellor.

Labour's first term was utterly dominated by two men: Tony Blair andGordon Brown. Blair's reliance upon an unelected "inner circle" in No10 undermined the Cabinet and left ministers emasculated. Worse, fromthe point of view of many in the Cabinet, the Chancellor was thenallowed to reach deep into departmental policymaking through use of thepublic service agreements, a set of targets for each departmentmonitored by the Treasury.

Since the second election victory last year things have looked ratherdifferent. Certain members of the Cabinet have been prepared tochallenge the hegemony of the Chancellor. In briefings to journalistsMr Brown has been accused, anonymously, of meddling, briefing againstcolleagues and treating fellow Cabinet ministers like dirt.

In public, too, some ministers have challenged his dominance of policy.When, for instance, the Chancellor effectively ruled out anyalternative funding method for the NHS, Alan Milburn and the Labourchairman, Charles Clarke, spoke out in favour of a hypothecated healthtax.

The reason that ministers have been prepared to take on the Chancelloris that they do so with the backing, tacit or explicit, of No 10. TonyBlair himself is keen for colleagues to clip Mr Brown's wings from timeto time, and many of his aides have been building up David Blunkett asa candidate to replace Mr Blair for the same reason.

Mr Clarke has the most extraordinary brief of all - to "tell it like itis", in his own words - even when that means contradicting governmentpolicy. He has publicly crossed the Chancellor on hypothecation and onthe tests for euro entry. This week he described this year as a"make-or-break" one for Stephen Byers. This may be telling it as it is,but it is unusual for a Cabinet minister to be authorised to underminehis colleagues in public.

The fact that certain Cabinet ministers have been prepared to flextheir muscles (strength in numbers, don't forget) does not, however,signal, a return to Cabinet government. Far from it: if only ministerswere given the opportunity to debate policy properly in Cabinet, someof the public rancour might be avoided. Even some of Mr Blair's closestadvisers now believe that he ought to make more use of the Cabinet.

Since the election they have proved themselves, if nothing else,capable of taking decisions, an art many feared that they had lost. Thestring of policy U-turns on issues from cannabis to Railtrack andIndividual Learning Accounts has seen ministers stamp their authorityon new departments, and unafraid to acknowledge past mistakes(particularly if they were the mistakes of other ministers).

Arguably, it has been the complete distraction of No 10 in theaftermath of September 11 that has enabled this to happen. Without MrBlair and his swaths of advisers bearing down on them, ministersactually are capable of getting on with government, in a sort ofcreative disorganisation. This is less a return to Cabinet governmentthan a different style of administration, which has seen a fewemboldened Cabinet ministers coming out of the cupboard.

(c) Times Newspapers Ltd, 2002.
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CAPITA GROUP, the FTSE 100 IT services company, moved quickly yesterday todismiss suggestions that a security breach within its computer systems hadprompted the Government to shut down a #260 million training programmeabruptly.

Capita said that it was unaware of any security breach of the IndividualLearning Accounts (ILA) computer system, run by the company, which allowedmembers of the public to sign up for government-subsidised courses.

Analysts gave warning, however, that allegations the system had been used toaccess confidential information could damage Capita's standing with theGovernment, the source of about 18 per cent of group turnover.

Shares in Capita fell 21p to 434p yesterday.

West Midlands Police and the National Audit Office are both conductinginquiries into the alleged breach of the ILA system, which is being wounddown amid evidence of abuse and fraud.

Capita said yesterday there was no evidence that its system had been hackedfrom outside but that legitimate users, members of the 8,000-strongcommunity of course providers, had accessed the system.

"A limited number of these users may have abused their authorised access andacted in an inappropriate manner," the company said. "Such behaviour couldbe viewed as a breach of trust but not a breach of the system."

One IT analyst said last night it was "too early to tell" whether theproblems with the scheme would affect Capita's long-term relationship withthe Department for Education and Skills, which oversees the ILA scheme, andthe rest of the Government.

Last year Capita signed a #500 million contract, its biggest ever, to manageTV licensing for the BBC for the next ten years. The group has also beennamed preferred bidder for a #230 million contract to run the proposedroad-charging scheme in London.

(c) Times Newspapers Ltd, 2002.
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MPs have launched a fast-track inquiry into the collapse of the government's #260m flagship training programme. 

The unexpected decision to probe the failure of Individual Learning Accounts was announced yesterday during an evidence session of the education and skills select committee. 

Barry Sheerman, chairman, said MPs must hold an urgent inquiry; the committee would begin taking oral evidence as early as next week. 

The committee's decision, which is likely to lead to a published report, follows an announcement that an inquiry is to be undertaken by the National Audit Office. 

"This is one of the most significant crises in the department (for education) for as long as I have been in politics," said Mr Sheerman. "It is a major flagship policy which has gone seriously wrong." 

John Healey, minister for lifelong learning, giving evidence to the committee, welcomed the inquiry and said he hoped its findings would be published quickly. 

He said the department had called in an independent IT consultancy - Cap Gemini - to look at the ILA system and its specifications. 

The government plans a successor to ILAs and wants to know what can be learned from the failure of the regulatory framework. 

Ministers decided last October to wind down the scheme, which offered grants and vouchers for training, after evidence of abuse, mis-selling and fraud. Mr Healey said regulatory systems were "not sufficiently strong to stamp this out". 

In November, the government closed down the programme overnight after ministers said they had evidence of a "breach" in the ILA computer system. 

Yesterday the Financial Times published an interview with Mr Healey in which he outlined why the government had abruptly closed the scheme. He reiterated that there had been a "breach" in the system and therefore there was a danger of a "huge loss to the public purse". 

Capita, which ran the system, has said that no security breach took place but that a small number of registered trainers with official access might have abused their position. 

"Such behaviour could be viewed as a breach of trust, but not a breach of the system, its agreed specification, business processes or security," Capita said yesterday. 

The committee, and the NAO, is likely to investigate the issue of the security specifications of the ILA system and who was responsible for them. 

Damian Green, Conservative education spokesman, said the government was trying to divert attention from its own shortcomings in designing the ILA system. 

"I think the government is now trying to shift the blame to Capita when clearly there was a huge failure by ministers. 

"Ministers are responsible for their own policies. It is not enough to say that someone else's system didn't work." 

Last night Capita's share price closed down 21p or 4.6 per cent at #4.36p. Lombard, Page 21.  

Capita's punishment - Agenda.

By Edited by Rory Godson.
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FUTUROLOGISTS speculate that our lives will soon be controlled bymega-corporations, but if that is to be our fate then we hope they runthings better than Capita.

Rod Aldridge's outsourcing operation has come a long way in a short time butif his record of success is to be maintained, he will need to avoid fiascoslike his company's management of the government-sponsored individuallearning accounts (ILA) scheme.

This embarrassment proves again that subsidies are a charter for fraudsters,but particularly worrying in this case is the ease with which scam operatorsappear to have been able to infiltrate Capita's database and systems. Thecompany has been quick to state that none of its staff is underinvestigation, but that is not the point.

Given that it operates in so many sensitive areas, a breach of security fromany source can only damage Capita's reputation and raise questions over itscapacity to manage this fast-growing business effectively. The shamblessurrounding the ILA scheme caused investors to punish the company. With theshares still priced to succeed, that should act as a wake-up call forAldridge. rory.godson@sunday-times.co.uk

(c) Times Newspapers Ltd, 2002.

System abuse - Spotlight focuses on computer company in ILA debacle,reports Peter Kingston.
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The government is being accused by the Conservatives of trying to shiftblame for the collapse of its flagship Individual Learning Accounts(ILA) programme onto the company hired to run it.

Inquiries into the events which led ministers to suspend the #260mscheme are examining the possibility that the computer system used byCapita, the facilities management company, to administer it was notsufficiently watertight.

One theory being tested is that some of the 8,000 learning providerswith legitimate access to the system could have been able to roamaround areas other than the specific section they were entitled toview.

John Healey, the adult skills minister, revealed to MPs that the ILAscheme was instantly shut down on November 23 after a registeredlearning provider tipped off the DfES about an apparently serious fraudattempt.

The provider said someone had tried to sell them a computer discholding data on a large number of ILA account holders with theimplication that the information could be used to claim funding. Checksshowed that the data &quot;did indeed represent live ILA accountnumbers&quot;, Healey said.

Capita insists that the system it used for operating the ILA scheme wasdiscrete, and built and run according to &quot;detailedspecifications&quot; from the Department for Education and Skills.

The company, which has numerous outsourcing contracts in the public andprivate sectors, said its systems were secure to industry standards.

The Tory further education spokesman, Alistair Burt, said thatgovernment had &quot;clearly inspired&quot; a Financial Times articlewhich pointed the finger at Capita.

&quot;We don't know yet whether this is justified but Capita could beforgiven for thinking that they have been made principal suspect inthis case.&quot;

The day the article ran, Capita, which is listed in the FTSE 100 indexof top businesses, saw its share price fall by 5%.

Public sector confidence in its systems is crucial to Britain's biggestindependent outsourcing company, recently named as the preferred bidderfor a #500m 10-year contract to collect the television licence fee forthe BBC.

In a prepared statement, Capita said: &quot;We are confident of thesecurity and robustness of the database infrastructure running numerousother systems, which all utilise industry standard firewalltechnologies, that Capita runs for various public and private sectorclients.&quot;

The statement added that police inquiries and Capita's owninvestigation had revealed no evidence that anyone had hacked into theILA system, nor was any Capita employee under investigation.

But the statement seemed to suggest that some of the official learningproviders allocated personal identification numbers and passwords toaccess the computer system were somehow able to get past thefirewalls.

&quot;A limited number of these users may have abused their authorisedaccess and acted in an inappropriate manner. Such behaviour could beviewed as a breach of trust, but not a breach of the system, its agreedspecification, business processes or security.&quot;

Capita refused to expand on its statement and clarify how legitimateusers could have been able to abuse the system and what acting in an&quot;inappropriate manner&quot; meant.

A Liberal Democrat member of the commons education select committee,Paul Holmes, MP for Chesterfield, referred the ILA affair to theNational Audit Office, parliament's public spending watchdog, after thecommittee questioned Healey for a second time about the scheme.

But the Conservatives had got there first before Christmas, and they,in turn, were pipped by the DfES which contacted the National AuditOffice when the scheme ended.

Such keenness by a department to have its own scheme scrutinisedindicated its anxiety for the spotlight to be turned on Capita's role,a Conservative source said.

Individual nightmare.
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Only those with granite for hearts could fail to feel a little sympathyfor John Healey, the adult skills minister, forced to sit through asecond grilling by the Commons education select committee about theIndividual Learning Accounts debacle. He was just a twinkle on thebackbenches, albeit Gordon Brown's parliamentary private sec, when thescheme was launched ... by Tessa Blackstone. But that's politics.

Education - System abuse - Further - Spotlight focuses on computercompany in ILA debacle, reports Peter ...

By Peter Kingston.
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Education - System abuse - Further - Spotlight focuses on computercompany in ILA debacle, reports Peter Kingston.

The government is being accused by the Conservatives of trying to shiftblame for the collapse of its flagship Individual Learning Accounts(ILA) programme onto the company hired to run it.

Inquiries into the events which led ministers to suspend the #260mscheme are examining the possibility that the computer system used byCapita, the facilities management company, to administer it was notsufficiently watertight.

One theory being tested is that some of the 8,000 learning providerswith legitimate access to the system could have been able to roamaround areas other than the specific section they were entitled toview.

John Healey, the adult skills minister, revealed to MPs that the ILAscheme was instantly shut down on November 23 after a registeredlearning provider tipped off the DfES about an apparently serious fraudattempt.

The provider said someone had tried to sell them a computer discholding data on a large number of ILA account holders with theimplication that the information could be used to claim funding. Checksshowed that the data "did indeed represent live ILA account numbers",Healey said.

Capita insists that the system it used for operating the ILA scheme wasdiscrete, and built and run according to "detailed specifications" fromthe Department for Education and Skills.

The company, which has numerous outsourcing contracts in the public andprivate sectors, said its systems were secure to industry standards.

The Tory further education spokesman, Alistair Burt, said thatgovernment had "clearly inspired" a Financial Times article whichpointed the finger at Capita.

"We don't know yet whether this is justified but Capita could beforgiven for thinking that they have been made principal suspect inthis case."

The day the article ran, Capita, which is listed in the FTSE 100 indexof top businesses, saw its share price fall by 5%.

Public sector confidence in its systems is crucial to Britain's biggestindependent outsourcing company, recently named as the preferred bidderfor a #500m 10-year contract to collect the television licence fee forthe BBC.

In a prepared statement, Capita said: "We are confident of the securityand robustness of the database infrastructure running numerous othersystems, which all utilise industry standard firewall technologies,that Capita runs for various public and private sector clients."

The statement added that police inquiries and Capita's owninvestigation had revealed no evidence that anyone had hacked into theILA system, nor was any Capita employee under investigation.

But the statement seemed to suggest that some of the official learningproviders allocated personal identification numbers and passwords toaccess the computer system were somehow able to get past thefirewalls.

"A limited number of these users may have abused their authorisedaccess and acted in an inappropriate manner. Such behaviour could beviewed as a breach of trust, but not a breach of the system, its agreedspecification, business processes or security."

Capita refused to expand on its statement and clarify how legitimateusers could have been able to abuse the system and what acting in an"inappropriate manner" meant.

A Liberal Democrat member of the commons education select committee,Paul Holmes, MP for Chesterfield, referred the ILA affair to theNational Audit Office, parliament's public spending watchdog, after thecommittee questioned Healey for a second time about the scheme.

But the Conservatives had got there first before Christmas, and they,in turn, were pipped by the DfES which contacted the National AuditOffice when the scheme ended.

Such keenness by a department to have its own scheme scrutinisedindicated its anxiety for the spotlight to be turned on Capita's role,a Conservative source said.

Education - Further - Bullet Points.

226 words

Publication date: 22 January 2002

Source: The Guardian

Page: 43

(c) 2002

Oh joy!

It is not just the reluctant guests at Feltham young offenders'institution who are learning new things under its education programme.The giant motor company Ford is also a little wiser as a result of themagnificent apprenticeship scheme it launched in the west Londonpenitentiary. Ford is offering apprenticeships to 36 of the young menwith the intention that, after release, they can carry them on intoemployment. To give the new scheme some oomph Ford brought an exampleof its dinky little Ka range to show the trainees. Alas the temptationproved too hard to resist. Old habits prevailed and the next thing, itseems, a couple of the young inmates were zooming around the 96 acresof prime government real estate on what could only be described as ajoyride. The Ka was recovered and replaced with another motor, but thistime with the vital brmm brmm bits removed.

Individual nightmare

Only those with granite for hearts could fail to feel a little sympathyfor John Healey, the adult skills minister, forced to sit through asecond grilling by the Commons education select committee about theIndividual Learning Accounts debacle. He was just a twinkle on thebackbenches, albeit Gordon Brown's parliamentary private sec, when thescheme was launched ... by Tessa Blackstone. But that's politics.

Once a government has proved that it won't be pushed around, then itcan s afely perform U-turns - Opinion.

By Mary Ann Sieghart.
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There comes a time in every government's life when it has to startcorrecting not its predecessor's mistakes, but its own. Politiciansgenerally find this acutely embarrassing, and are terrified that itwill harm them electorally. They should not worry. To them, "sorry"seems to be the hardest word, but it is also the one that voters arehappiest to hear.

David Blunkett was furious this week when The Times revealed that heintended to scrap Jack Straw's proposals to restrict the right to trialby jury. No minister ever likes to be accused of U-turns for fear ofappearing weak.

Blunkett had wanted to disguise this as a more respectable three-pointturn, and we disrupted his tactics. His planned route had been to setup Sir Robin Auld's review of the criminal courts, park Straw's plansthere for a bit, and later reverse them in an elegant fashion. He wasgoing to announce his backdown alongside the new proposals designed toreplace it.

Instead, the U-turn was revealed in all its naked glory. But instead ofrushing to cover it up, why not celebrate it? Here is a Government witha huge majority, prone to arrogance, irritated by dissent, used tohaving its own way. It could, if it wanted, push the legislationthrough under the Parliament Act, defying the views of pretty welleveryone else in the land. Instead, it has listened to its critics andchanged its mind.

Ever since Margaret Thatcher's "You turn if you want to: the lady's notfor turning", sticking to one's plans has been seen as a sign ofpolitical virility, a badge of macho pride. She had a point; herGovernment had to stand up to the trade unions, and it had to defeatinflation. But in the end, the principle was her undoing. Had she beenprepared to drop or even dilute the poll tax, she might never have losther job.

The trick is to distinguish between those policies that are unpopularbut necessary and those that are unpopular and unnecessary. The firsthave to be stuck to, however vocal the opposition. I would put in thatcategory trade union reform in the 1980s, welfare reform in the 1990s,and reform of the public services now.

But the poll tax was a classic unpopular and unnecessary policy. Yes,the rates had to be replaced, but not with a flat-rate charge.Abolition of the right to jury trial is in the same class. Itsconstitutional outrage is so disproportionate to the small sums ofmoney that it might save. Why bother?

Then there are the genuine mistakes. In opposition, politicians spendtheir time dreaming up schemes that look great on paper - but untilthey have a chance to try them out in government, they have no ideawhether they will work. Labour's Individual Learning Accounts, forinstance, seemed like a good wheeze at the time, but have already hadto be abandoned because they were so vulnerable to fraud.

Other U-turns have been enabled by the passage of time. In Labour'sfirst term, it believed it had to prove its critics wrong. So, forinstance, Gordon Brown was determined not to be seen as a tax-and-spendChancellor, and kept to ridiculously tight public spending limits forthe first two years. Now that his prudent image is lodged in the publicmind, it has become safe for him to unzip his wallet and even talk ofraising taxes to fund better public services.

Equally, Straw and Blair felt that they had to prove that they weren'ta bunch of liberal, dope-smoking ex-hippies when they first won power,and so were far too heavy-handed on drugs, particularly cannabis. Nowthat they have proved how straight they are, it is easier for Blunkettto soften the Government's stance.

Blunkett illustrates another reason for the spate of U-turns we arestarting to see. It is much easier to reverse someone else's policythan your own. Since the general election reshuffle, more Cabinetministers are in a position to rethink what their departments aredoing. Blunkett has dropped Straw's vouchers for asylum-seekers, andEstelle Morris is trying to devise ways of replacing Blunkett'sunpopular system of student finance. Once a Government has proved thatit won't be pushed around when it believes that it is doing the rightthing, then it can safely perform U-turns when what it has done iswrong. This is a sign of strength, not weakness. It shows thatministers are confident enough to admit mistakes and to listen tocritics, rather than blundering and blustering on regardless.

Voters understand this. In no other field of endeavour are peopleexpected to insist blindly on sticking to their course even when it haspatently failed. If Marks & Spencer's women's clothes are sellingbadly, and it brings in a new designer to rethink the range, thecompany is congratulated, not criticised.

Circumstances change, policies date and nobody is perfect. Voters arefar more forgiving of error than politicians give them credit for. Theonly sin they won't forgive, as John Major discovered to his cost, isthat of failing to say sorry when nothing but an apology will do.

maryann.sieghart@thetimes.co.uk

A Proustian moment on my mobile

I have become addicted to the game of "snake" on my mobile phone. It isa simple but strangely mesmeric pursuit of electronic blobs by a linethat gets longer each time it swallows a blob. Eventually the "snake"takes up much of the screen and it becomes almost impossible to reachthe next blob without bumping into your body - which ends the game.

Anyway, I have got into the habit of playing snake in those odd fewmoments when I would otherwise be bored. For instance, if I arrivesomewhere too early, I take out my phone and sit in the car for fiveminutes, eating up blobs.

At the same time, though, I usually have Proust on my car stereo. Forthe past five months, I have been aurally ploughing through In Searchof Lost Time on my long drive to and from work. I had always meant toread it, and never managed to. Now it has become part of my life. Somuch so, in fact, that an odd phenomenon has occurred. Every time Iplay snake, it immediately conjures up for me the voice of Marceldescribing his neurotic jealousy for Albertine and his wild swingsbetween adoration and indifference for her. I don't believe I shallever be able to play the game again without associating it withearly-1900s Paris.

Proustian or what?

Palindromicity

Another pointless but fascinating activity is discerning patterns innumbers. As this new year dawned, I started thinking ahead forpalindromic dates. Quickly I stumbled upon a good one: the 20th of nextmonth. Not only is 20.2.02 the same backwards as forwards - so is thelonger version, 20.02.2002.

Even better, if you write the date with rather scrawly twos, you findthat it reads the same upside-down as the right way up. Sad, I know,but that's what I call satisfying.

(c) Times Newspapers Ltd, 2002.
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The government has refused to give a date for the relaunch of its collapsed adult training programme, saying yesterday it still did not know exactly what had gone wrong. 

Inquiries were still under way two months after the #160m scheme was suddenly shut after evidence emerged of widespread abuse, MPs were told. 

Private-sector providers said that unless an announcement was made soon on a new scheme, enthusiasm for Individual Learning Accounts would fade. 

"We don't yet know the full story," said Peter Lauener, a director at the Department for Education and Skills. "Until we've got that picture then we can't be absolutely confident that the new arrangements will be better." 

Despite being pressed by MPs on the education and skills select committee, he declined to give an assurance that the government's pledge to expand the accounts in 2002 would be met. 

The government said it was winding down the scheme last October, but closed it in November ahead of schedule because of widespread abuse. 

"The big gap is doing a lot of damage to learning and training providers," said Barry Sheerman, chairman of the committee. 

James O'Brien, for the Association of Computer Trainers, told the committee: "There is no information on what is going to happen." 

He said trainers had taken legal advice and believed there was a legitimate case for taking action against the government over the scheme for compensation. 

Alistair Burt, Conservative adult skills spokesman, said: "The government should pay up. This morning's evidence revealed the government's scandalous management of the ILA scheme." 

The committee was told that there were virtually no systems in place to check that only legitimate training providers could access the IT system run by Capita. 

Mr O'Brien said the system had been abused by people who had trawled the database to find account numbers against which they could claim government funding. 

"They were not training providers - they were not there before the scheme began," he said.  

INSIDE TRACK - Lessons from a learning fraud - PUBLIC SECTOR MANAGEMENT. 

By CHRISTOPHER ADAMS and PETER GARNHAM. 
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INSIDE TRACK - Lessons from a learning fraud - PUBLIC SECTOR MANAGEMENT - Christopher Adams reveals how lax security led to the government's flagship training scheme being defrauded. 

The collapse of the UK government's flagship training scheme because of widespread fraud and abuse contains lessons for any successor programme. 

Only now, two months after the overnight decision to scrap Individual Learning Accounts, is the full story emerging. MPs heard this week there were virtually no systems in place to check that only legitimate training providers could register as official users and be given access to the information technology system run by Capita, the FTSE company contracted to administer the scheme. 

James O'Brien, managing director of Pitman Training, told the Commons education and select committee that the system had been abused by people who had trawled the database to find account numbers against which they could claim government funding of up to #150 a student. His comments go some way to explaining a mystery at the heart of the abuse. The government and Capita have not fully explained how providers could use their official access to defraud the scheme. 

The Financial Times, though, has established that providers with access to the ILA computer system could easily have obtained the account numbers of students not known or registered to them and signed them up for courses. In doing so, they would have been able to claim the government's subsidy for themselves without students' knowledge. 

To the untrained eye, online account number fraud looks unlikely. Each of the 2.5m numbers had 10 digits, meaning that there were 10bn potential possibilities, assuming the numbers were randomly generated. If encrypted, numbers would have been difficult to guess without inside information. Yet several providers have produced evidence that suggests account number fraud was easy. The FT has learnt that the numbers allocated to ILA holders were sequential. Many of the 2.5m numbers lay along a sequence of about 30m numbers. 

A formula for creating account numbers was even available on the ILA website. This contained details of check digits that would have told anyone with mathematical knowledge and access to one legitimate account number how to find and create others. Providers say anyone with access to the ILA computer system, a few data inputters and an Excel spreadsheet could have made a fortune by working out numbers and selling them. "All you needed to do was register yourself as a training agency and start entering valid ILA numbers," said an information technology officer at one big provider. "Once you figure the pattern out, it's like printing money." 

An encryption expert contacted by the FT yesterday worked out the sequence from a string of numbers within 10 minutes. 

Providers say determined fraudsters could have pocketed cash without even approaching a student. "If you keyed in a correct number for someone registered on the ILA system, their name flashed up. The rest of their details followed when you booked them for training," says one. 

There were checks in the system. Capita reported any unusual activity to the Department for Education and Skills. Providers were audited by government officials for evidence that training had begun. But providers say this could be proven by sending a learning tool to the student. 

There is evidence that account number fraud was taking place on a significant scale. One provider reported that a couple who had ordered training from him and applied for two account numbers received them on a Saturday. The couple telephoned him the following Monday to sign up, only to learn from the ILA computer system that another provider 200 miles away had already booked their training. "Our clients assure us that they gave their numbers to no one but us. We reported this to the ILA centre by phone and fax but received no reply," said the provider. 

Another said that one of his customers received direct mail from a different provider immediately after the account number had arrived by post. "How could somebody have known?" he said. 

Several providers said they had been approached by people selling account numbers, sometimes thousands at a time. 

The DfES is looking at possibilities for a successor training scheme. The principal demand from legitimate providers is tighter controls. There may also be lessons in the way it draws up future public service contracts. 

"The government and Capita messed up in three main areas," said one Birmingham provider. "The application forms to become a training provider were too simple, they didn't check providers properly and security on the system was too weak." 

Capita says it designed the administration system to the government's specifications. It denies there was any breach of security. "Our investigations show that access to the system has only been made through the use of legitimate user IDs and passwords of the closed community of 8,000 learning providers. 

"A limited number of these users may have abused their authorised access and acted in an inappropriate manner." 

It added: "Such behaviour could be viewed as a breach of trust but not a breach of the system, its agreed specification, business processes or security." 

The implication is that the DfES should have demanded tighter checks from the start. "If I thought somebody could get my money with just my account number, I would want to trust them a very great deal," said the encryption expert. 

Additional reporting by Peter Garnham.  

NATIONAL NEWS - Expert inquiry called into training scheme fraud. 
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Independent experts are to examine whether the government demanded sufficiently tight controls when drawing up the design of its collapsed training scheme. 

The move comes as it emerged that training providers granted official access to a computer system run by Capita, the company contracted to administer the Individual Learning Accounts, were able to use their status and fraudulently pocket public money by guessing account numbers. 

A Financial Times investigation has established that students' account numbers were sequential. The information to work this out was available on the ILA website and could have been used by unscrupulous providers. An encryption expert worked out the sequence from a small set of valid numbers in minutes. 

Capita yesterday denied any breach in its security. It said the system was designed in line with the government's specifications, and that account numbers were not designed to be part of security measures. The government has asked Cap Gemini, the consultants, to investigate the adequacy of security measures and whether they were properly specified in talks with Capita. 

It is believed that when design specifications were agreed, more emphasis was placed on ministers' desire for a flexible and easily accessible system than on security. MPs heard on Wednesday that the government wanted a light-touch system with minimum bureaucracy. 

The Department for Education and Skills said: "We are working closely with Capita to get a comprehensive account of how a small number of unscrupulous learning providers were able to exploit their access to the system." 

He added: "We've also retained external assessors to provide an independent view of the problems and on the extent to which existing security measures were properly specified and fit for purpose." 

The government shut down the scheme overnight, ahead of a previous date it had set for closure. 

Unspecified abuse was the main reason for its first decision, in October, to wind down ILAs. 

The overnight closure a few weeks later followed evidence that confidential data was being used to make false claims for grants. 

Training providers are demanding compensation and say thousands of jobs could be lost. 

Capita also said it was intended that students would receive account statements. "The format of the numbers was therefore designed for this usage and not as part of the system's security measures." Inside Track, Page 12.  

Tories say Labour's waste bill tops #1.2bn - Politics.
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LABOUR'S claim to prudent handling of the economy was challengedyesterday by Tory revelations of a #1.2 billion bill for fraud, wasteand "frivolous spending".

The Tories said that their research, and the discovery that #1.4billion earmarked for education had languished in government coffersbecause ministers were unable to spend it, discredited the Government'sclaim to being prudent and responsible with public money.

The move marked a concerted new offensive by the Conservatives on theeconomic front. In a speech to business leaders last night MichaelHoward, the Shadow Chancellor, pointed to figures showing that Labourhad imposed a record 4,642 new regulations on business last year.

John Bercow, the Shadow Chief Secretary to the Treasury, highlightedwhat he called the spiralling costs of waste, theft and fraud,excluding welfare fraud, across government departments. He launched acampaign called Wastewatch that will keep a running total of thecosts.

Fraud and theft, including that of hundreds of government laptops, wasnow at #47 million, while money wasted on "gimmicks" and governmentadvertising since Labour came to power was in excess of #300 million.Mr Bercow said: "Labour's mantra that they have been prudent andresponsible with public money is discredited by these figures."

Railtrack consultants, the Bloody Sunday inquiry and the Dome wereamong the items that showed "a flagrant contempt for the interests ofthe taxpayer", he said.

Ministers were also exploiting voters by spending increasing amounts ofpublic money on advertising, spin and propaganda, Mr Bercow said."Labour is very keen on brainwashing people and then presenting themwith the bill."

The Government spent #141 million on advertising in 2000-01, nearlytriple the #51.6 million it spent in 1996-97. In addition #1,306,055was spent on a People's Panel, a research and consultation exercise,that served no purpose and was simply a propaganda stunt, Mr Bercowsaid.

Labour spent #333,351 renaming government departments, including theDepartment of Social Security, which became Work and Pensions; and theMinistry of Agriculture, Fisheries and Food, which is now Defra, or theDepartment for the Environment, Food and Rural Affairs.

The cost of Railtrack's administration was #81 million and rising by amillion a day, he said. The Dome had cost #794 million and the BloodySunday inquiry #25 million.

Mr Bercow estimated the grand total to be #1.2 billion. He said:"Public service is our top priority and if people are to get value formoney there has to be pressure on the Government to deliver justthat."

The Department for Education and Skills was singled out as one of theworst performing, losing #31.4 million in theft and fraud since 1997.Its Individual Learning Accounts, suspended last November amid aninquiry into fraud, were suspected of losing upwards of another #30million.

Damian Green, the Shadow Education Secretary, said the Treasury's ownaccounts showed that taxpayers' money earmarked for education wentunused for a year. He said the "colossal underspend" of #1.4 billion in2000-01 beggared belief. "It's not surprising there is so muchdisappointment in public services if the Government can't spend 8 percent of its own education budget."

Mr Green has tabled parliamentary questions demanding that EstelleMorris, the Education Secretary, outline the underspend for this year.

The underspend was revealed in a study by the Institute for FiscalStudies, which used the Treasury's own figures to show that in the year2000-01 the department fell short of its final departmental expenditurelimits by 7.6 per cent of its budget.

A spokesman for the Department for Education and Skills said lastnight: "Resources that are not used in one financial year are broughtforward and used in a later year so the money will be spent. ThisGovernment is making a difference. UK education spending will be 5 percent of GDP (gross domestic product) this year compared to 4.7 per centin 1996-1997."

KEEPING WATCH ON WHITEHALL

THE list of government extravagance published by John Bercow, theShadow Chief Secretary to the Treasury, yesterday includes:

THEFT

Lord Chancellor's Department: #9 million of items including a vendingmachine, cufflinks, assorted cutlery and a vacuum cleaner, two UnionJacks, one with rope, and a CCTV camera.

Home Office: #835,000 of goods including IT equipment worth #34,000 andlaptops worth #20,000 taken from prisons, also a pressure washer,industrial vacuum cleaner, portable generator and a bicycle.

Education: #87,000 of computer chips.

WASTE

Department of Health: #889,480 on production of inhouse NHS magazinethat sold just 22 copies at #2.95 each.

Railtrack: fees paid to administrators estimated at #1million a day.

Consultants: #98 million for the part-privatisation of the LondonUnderground.

Education: Fraud in Individual Learning Accounts estimated at more than#30 million.

Best Value: estimated to cost #175 million a year more than the #52million allocated to it.

Spin and propaganda: #141million last year on advertising; #335,000 onrenaming departments.

FRIVOLOUS EXTRAS

Sitcoms: Bradford Health Action Zone spent #350,000 making a 13-partmedical soap opera that has yet to be shown.

(c) Times Newspapers Ltd, 2002.
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Eleven people were charged by the police yesterday with attempting tosteal thousands of pounds by defrauding the government's individuallearning accounts scheme.

They are accused of conspiracy to obtain property by deception, andhave been be bailed to appear before Northampton magistrates later thismonth.

The project, featured in Labour's 1997 election manifesto, was intendedto provide flexible funding for adults to train in basic skills. The11, three of whom are women, allegedly used their funding to getinformation on bona fide researchers, to support animal rightsactivism, and to spend on themselves.

Ministers terminated the scheme last year after evi dence of widespreadabuse obtained by police investigating individuals and bogus trainingcompanies, although the government is committed to starting asubstitute.

The 11 are understood to have been among more than 35 people arrestedlast year by the national crime squad in raids on suspected animalrights activists. Arrests were made in Northamptonshire, Sussex,Greater Manchester and the West Midlands.

Subsequently an investigation of the scheme was conducted by regionalpolice forces in conjunction with a unit within the Department forEducation and Skills.

A spokeswoman for the department yesterday said: "The scheme was endedlast year because of fraud. We continue to work closely with the policeand others to look at all cases of suspected fraud."

NATIONAL NEWS - 11 charged over ILA funds fraud - NEWS DIGEST. 

By JIM KELLY. 
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Eleven people have been charged for their alleged part in fraud involving the government's flagship training programme - Individual Learning Accounts. An operation into the activities of animal-rights activists resulted in 35 arrests in raids last autumn. 

It is believed tens of thousands of pounds was fraudulently obtained from accounts and used to gain information on those involved in legitimate research, support extremist activity and fund lifestyles. Jim Kelly.  

The Chancellor's prudence has come back to haunt him.

By Anne McElvoy.
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WHO IN the Government will reap the credit for the Government'sfailures? The future of New Labour rests on who emerges as the victorof the half-fought battles of Blairism.

Rowing about the alleged "wreckers" of public service reform is adiversion. New Labour's instinct, when under pressure, is to nominatean enemy and attack it. There isn't much public service reform to wreckbecause the Government spent the first five years taking its time witha nip and a tweak here and there. Health, I remember being told, was a"second-term issue". It has turned into a second-term crisis instead.To adapt Woody Allen, the NHS is not so much an Achilles heel for TonyBlair, more an entire Achilles body.

So Gordon Brown's first interviews on returning to work after the deathof his baby were focused on paying for health. He dealt sparely andeloquently with the loss of his child. His political intention howeverwas to re-emerge on the public stage and reinforce the grip the Wanlessreport has given him on health policy.

The Chancellor's tone on the subject was proprietorial to an extentwhich will further enrage the Secretary of State for Health, AlanMilburn, and may even cause Mr Blair's hackles to flutter. "My missionis to put the NHS on a sustainable long-term footing," said Mr Brown.In the New Labour pecking order, it is usually Mr Blair who gets tohave missions. Everyone else has tasks arising from the PrimeMinisterial missions - not the other way round.

Mr Brown stuck firmly to the message that his "mission" was to ensurereform was matched by necessary resources. In the present neuralgicpolitical climate, the Chancellor knows he is sending a signal onpriorities that will please the unions and shore up support on the leftof the party by continuing to emphasise health funding - and indicatingthat he will raise taxes to get it - leaving others to preach aboutreform.

Students of advanced Gordonology may have noticed that one word wasmissing from the Brown lexicon. "Prudence" has been excised, replacedby "rigour". This is not just for the sake of variety. Indeed, theChancellor's language is markedly unvaried, relying on a kind ofpermanent Budgetspeak which combines fluency with opacity. But Prudenceis no longer the asset she once was. She was code for Mr Brown'srefusal to raise spending levels in the first two years of Labour'soffice and resistance to rises in income tax throughout the first term.That is Mr Brown's personal Achilles heel.

The moratorium on moaning about the early spending squeeze has now beenbroken by no less a figure than David Blunkett, Mr Brown's rival forthe leadership. Challenged recently on the state of the health service,Mr Blunkett replied: "We may not have accelerated investment fastenough."

We, Mr Blunkett? Come now, don't be so coy. What you mean is thatGordon didn't spend enough, fast enough. The wording struck me becauseI had heard it before, only a few weeks ago, from Peter Hain, theoutspoken Europe minister. He said: "We should have been more radicalearlier ... we started transport investment far too late." Mr Hain wassubsequently rapped pretty hard by Downing Street for telling me thatwe had "the worst trains in Europe", but I detected no such opprobriumabout his substantive point - that investment had been withheldunwisely. The imputation is that Mr Brown starved the public servicesof the cash they needed, largely for the sake of building hisreputation as Iron Chancellor (there's another once-proud epithet theBrownites will be keen we forget).

No 10 was fully behind Mr Brown in his Prudence years, with Mr Blairfervently concerned that New Labour should lose its reputation forfiscal irresponsibility. That does not stop Blairites using thesestrictures now as an excuse for lack of progress on the public servicesor as a covert weapon against Mr Brown. The one thing on which mostLabour politicians agree is that more money should have been spentearlier. That is an internal dissatisfaction on which Mr Blunkettintends to capitalise in an increasingly overt challenge to succeed MrBlair.

Still, in terms of crude Cabinet power, the Chancellor has never lookedstronger. His ownership of the Treasury tests on the euro entry isabsolute. So much so that despite the Prime Minister's emotional,instinctive desire to bind Britain tighter into Europe throughmembership of the euro, the likelihood that he can crash the barrier MrBrown has built around the tests is dwindling.

He has a hit-and-miss record elsewhere. On welfare state reform, MrBrown has been rather too fond of building over-complex systems andthen wondering why the poor mortals they are intended to help can'tcope with them, or that the schemes have unseen loopholes or invitefraud, as was the case with the now-scrapped Individual LearningAccounts. And it's questionable whether his tax credit schemes toalleviate poverty do what they say on the tin.

Mr Brown is a natural technocrat with all the strengths and weaknessesof that breed. His team has masterfully accentuated the positive andeliminated the negative from the account they give of his successes andfailures. But he has overt competition from Mr Blunkett, who is hurlinghimself with prodigious energy into every ruckus going in the hope ofbattle honours. It was Mr Blunkett who yesterday named the PrisonOfficers' Association and the Police Federation as public enemiesnumber one and two among the "wreckers"; just as No 10 was nervouslybacking away from the term.

Indeed, the Home Secretary's activity in several spheres has been sozealous that he risks courting confusion. Having promised a "softtouch" on prison sentencing at the weekend, he suddenly veered into arecommendation that street robbers be "banged away for a very longtime". He will, I'm sure, tell us that there is no contradictionbecause one group of offenders is violent, the others are not. But themessage is muddy and plays to existing suspicions that Mr Blunkett is anifty politician, rather than a deep or consistent one.

He has a tendency to make sweeping statements and then retreat, latelyover the intention to slap fines on train companies which bring illegalimmigrants in. This has proved impractical, something that might,perhaps, have been determined earlier. All political strengths comewith weaknesses attached. Mr Blunkett's breadth and ability to appealto several constituencies at once makes him a formidable New Labourite.His accompanying failure is to march us all up the hill only to marchus down again, so we become unsure about which pronouncements are forreal and which evanescent.

But Mr Brown must also contend with the curdling of earlier victories.The performance on which he based his authority as Chancellor in thefirst term is now a prospective liability. The accusation that hecondemned the public services to further years of under-performancewill not go away. There are too many of his Cabinet colleagues tooambitious - or too bruised - to let it.

a.mcelvoy@independent.co.uk.
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The value of different systems

Education in England is seen increasingly as one of the Government'ssuccesses. This week's report by the Chief Inspector of Schoolscontinued the positive message delivered by the OECD's recentinternational comparisons.

Opinion polls suggest that public confidence in state schools isgrowing. Tony Blair is so pleased with his ministers' performance thathe has urged their colleagues to make education their model for thedelivery of the public services.

Why, then, do Labour politicians in Scotland and Wales habituallychoose to plough such different furrows? Surely other parts of theUnited Kingdom are not so different as to be immune from the need forthe radical measures favoured in Downing Street.

Since devolution, Scotland has abolished up-front tuition fees andintroduced a maximum working week for teachers. Wales has scrappedtests for seven-year-olds, suspended school league tables and resistedthe temptation to remove powers from its local authorities.Performance-related pay for teachers would almost certainly not havebeen introduced in Wales if the Assembly had had its way, and there isno sign of it north of the border.

The Education Bill before Parliament pointed up such differences, withseveral of the more centralising clauses omitted from the legislationas it will apply to Wales. Enthusiasm for the private sector, inparticular, appears not to be shared in Cardiff.

So, does new Labour's strong medicine command less support than partyleaders pretend, or are there good reasons for a different prescriptionin other parts of the union? And, if the latter is true, might there bea case for a less centralised system in England? Last week in Cardiff,the Economic and Social Research Council and the Institute for PublicPolicy Research joined forces to find out.

Scotland, of course, has long boasted a different and in many respectssuperior system of education. Blair would be much closer to his goal of50 per cent participation in higher education by the age of 30 if therest of Britain followed the Scottish example. His ministers might haveless cause to worry about teacher shortages if the status of theprofession had remained as high in England.

Perhaps there was less reason for intervention on the Downing Streetmodel north of the border, although international surveys havegenerally produced similar results in England and Scotland. But therewas and is little in terms of results to justify a more relaxedattitude in Wales.

More likely, as the Cardiff seminar confirmed, the contrastingattitudes stem from cultural and political differences. While ministersin London insist that they do not have a utilitarian view of education,initiatives are often justified in economic terms. In Scotland andWales, the public seems more ready to value education for its ownsake.

In addition, so the argument goes, the education systems outsideEngland are sufficiently small for intervention to take place on a morepersonal and less formal basis. Such cosy relationships would be theobject of suspicion in Westminster, but they remain the norm in much ofthe rest of the world.

Nevertheless, it is difficult to avoid the feeling that sometimesdifferent approaches are taken almost on principle. When IndividualLearning Accounts were shown to be prone to fraud, for example,Scotland and Wales were reluctant to follow England's lead insuspending the system. Within a fortnight both were forced to do so.

Similarly, politicians in Westminster do not rush to adopt policiesthat appear to be bearing fruit in other parts of Britain. Scotland'ssystem of student support, for example, may be too expensive to beexported wholesale, but its popularity with both universities andstudents suggests that it has something to offer.

However embarrassing some of the differences in education policy may beto Labour politicians, they were the inevitable consequence ofdevolution and not something that is likely to spread to the Englishregions. In time, the contrasting approaches should provide valuablelessons in what works. Then we will see whether national anddepartmental pride allows ministers to admit that they should havelistened to different advice.

(c) Times Newspapers Ltd, 2002.
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COMMENT & ANALYSIS - Wanted - talent and skill - The government hopes to cure skills shortages by relaxing immigration rules, writes Christopher Adams. 

At the Renaissance hotel inReading, general manager Paul Davies has given up recruiting locally. Fed up with big information technology companies snapping up the town's workforce, leaving only the unskilled and unmotivated, he is doing his bit for a multicultural Britain. "We have 20 different nationalities working here. Eighty per cent of the staff are foreign," he says. "It is the same in bars and restaurants along the Thames Valley." 

The high salaries paid by nearby companies such as Microsoft, Worldcom and Oracle has sucked dry the local labour market. Mr Davies is obliged to take students from hotel schools in Switzerland, Holland and Malta. Happily, he says, "they want to learn English, have a passion for hospitality and a good attitude, which, unfortunately, we do not find in the UK". 

The skills shortages in Reading are found in other sectors and geographical pockets across Britain. The government's white paper on immigration and asylum, out today, is presented by ministers as the solution. Employers, though, will need some convincing. 

According to the Confederation of British Industry, 7 per cent of employers report a substantial proportion of their staff are less than fully proficient. Skills gaps are concentrated in hospitality, manufacturing, engineering and, in particular, business services such as IT. Shortages are worst in London, the south-east and south-west, where creaking transport infrastructure, rising house prices and high living costs can deter workers from moving to these regions. 

The government's response is to propose a relaxation in immigration rules, as has been introduced in the US, Germany, Canada, Australia and elsewhere. 

But the issue is politically fraught. With a row raging over the thousands of refugees and economic migrants that enter Britain illegally each year, ministers are treading carefully. In essence, David Blunkett, home secretary, will propose simpler entry rules, akin to a "green card" system, for workers whose skills are needed. At present, employers wanting to recruit overseas have to plead their case. 

Central to the reform is a points-based system for highly skilled workers, such as scientists, business and finance professionals, being piloted for the next 12 months. Overseas applicants will be scored on qualifications and experience. 

A system of quota-based work permits for agricultural workers could be extended to other sectors. But how this measure would work in detail has yet to be decided. The Home Office had wanted to signal clearly that permits would be extended to sectors including hotels and catering. But it is believed that ministers at the Department of Work and Pensions were concerned that people in unemployment blackspots might find it harder to get work. The tone, therefore, is likely to be consultative. 

At the same time, the "black" economy, where unscrupulous employers recruit foreign workers on low wages with few rights, is to be targeted. "There will be aserious clampdown," says one Home Office official. "If we create legal routes for employers to get people, we do not expect them to do it illegally." 

And, on asylum, there is speculation Mr Blunkett may restrict rejected applicants' rights of appeal. The length of time an applicant is required to live with a British spouse before he or she can stay in the country could be lengthened. 

These measures may help ministers persuade opponents that green cards will not be an open door to illegal immigrants. 

For employers, the test is how far greater immigration will go towards providing them with the kind of workforce they need. Most companies regard Mr Blunkett's white paper as little more than a partial remedy. 

The reason, they say, is that skills shortages are deeply rooted and require a response that addresses domestic shortcomings. 

The economic cycle and the phenomenal growth of IT industries are not the only factors contributing to the tight labour market. The poor image of the engineering and construction industries and the uneven pattern of UK growth are others. More fundamentally, Britain suffers from a chronic deficit in basic skills. 

"Where there are concentrated shortages in pockets, like Railtrack's need for specific engineers or Honda's need for engineers, these measures are going to help," says Margaret Murray, head of learning and skills at the CBI. But, she adds: "We really need a long-term answer that addresses defects in the education system." 

A fifth of British workers has problems with literacy and numeracy. A large pool of working-age adults, just over 20 per cent, is economically inactive. Some of these may be rich or not want to work, but many do want jobs. On top of that, only half the workforce gained five GCSEs or their vocational equivalents, the basic level of attainment demanded by most employers. This compares with three-quarters in France and 83 per cent in Germany. One in five adults has severe reading difficulties. 

Labour has begun to address these needs. More money for schools and aggressive teacher recruitment is part of its answer. Cash incentives and tax credits to encourage training are being considered. Employees will soon get time off for courses. 

But Ian Fletcher, economist at the British Chambers of Commerce, believes the government is not moving quickly enough. "We are not likely to see training tax credits before 2004 at the earliest. They are not rushing to solve these problems." 

Part of the problem is that the government's previous attempts to encourage basic skills learning have been flawed. The ill-fated Individual Learning Accounts scheme, abused by fraudsters and misdirected at people who did not need subsidies for basic skills training, is one mistake ministers do not want to repeat. 

For Michael Stark, deputy director of the Learning and Skills Council, workable successor schemes cannot come soon enough. "There are 8m in employment without basic qualifications. None of that is being tapped because they cannot go to college and employers are not prepared to train them. The white paper is a good idea, but not a panacea."  
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LABOUR MPs ganged up against the Government yesterday and said it was time to hold an inquiry into the effects of selective education.

Leading the attack against the Government was Stephen Ladyman (Lab, Thanet S), who wanted to know what evidence there was to show the difference between pupil performance at grammar and comprehensive schools.

He said during education questions there was a wide range of research proving comprehensive education out-performed selective education.

He asked: "Why will the Government not face up to its responsibility to deal with those local education authority areas that are entirely selective?" He called for an inquiry into the "corrosive effects" of selective education.

David Chaytor (Lab, Bury N) said there was an "overwhelming argument" for a national inquiry in view of the "endemic divisiveness, administrative chaos and waste of potential" inherent in the selective system.

Earlier the Tories accused the Government of causing a "disastrous" loss of confidence in adult education after the collapse of a cash-for-courses scheme with the arrest of 30 people in November.

Alistair Burt, a Tory education spokesman, said suspected fraud in Individual Learning Accounts, which offered state money to adults taking up education courses, had left thousands with problems.

John Healey, a junior education minister, admitted that, "with hindsight", registration checks were not adequate.

Eric Forth, Tory leader of the House, said the Commons should arrange a street party to celebrate the birthday of Dennis Skinner, the Labour backbencher, who is 70 on Monday. Mr Skinner took a bow.

The Sweeney - Does my bumf look big? Peter Kingston questions the manheading the anti-red tape squad.
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It would be easier to find light-hearted relief from the eye-gougingscene in King Lear than to track down a college principal unwilling tobend your ear about bureaucracy. Sir George Sweeney is probably theonly one you'll meet.

The boss of Knowsley College on Liverpool's eastern edge is a doublerarity: he is a further education knight dubbed two years ago in theQueen's birthday honours, and he is remarkably reluctant to disclosewhich examples of triplicate form-filling most get his goat.

Others will gurn about "learner provider reviews" or the 1,001 docketswhich have to be completed to claim threepence-halfpenny from theStandards Fund.

Others will bleat about the relentless grind of the individualisedstudent records which have to be submitted thrice yearly and about thecarpet-bombing by myriad groups of auditors and inspectors which makesthe college sector the most heavily scrutinised region of education.

But Sir George rebuffs all attempts to cajole a disclosure of whatparticular thicket of red tape he would gleefully machete if it wereleft to him.

Hang on, though! It has been left to him. He is the chair of thetaskforce set up by the Learning and Skills Council (LSC) to slashbureaucracy by a quarter.

He is baron bumf. So come on, Sir George! Out with it. Of all thosecirculars and consultations, of all those vast wads which would makeEnron's most stout-hearted shredder quail, there must be somethingwhich makes you want to put your head down and charge at the wall.

"I'm very difficult to irritate," he says, which makes two of us.

There are principals who, plucked out of the stew and given a role likethis on the national stage, might have given into the temptation tobeat their chests and declaim against a few targets.

But not Sir George. He says he has never openly decried the red tapenightmare from any public platform.

"You do things in the ways you think will be effective," he says.

He's a man for dropping quiet words into the right ears. Rather thangallop full tilt at the dragon with a lance, this latter day St Georgeis more inclined to have a quiet chat with the dragon's mum to see ifshe can't calm her lad down and find him a hobby.

"It's got to be done in a measured way," he says. "I am not interestedin doing a makeover. It's about doing something worthwhile andachieving something."

He takes as his model the national inquiry on widening participation infurther education chaired by Baroness Helena Kennedy, which he is proudto have served on.

"Kennedy produced some chal lenging ideas, but after very carefulconsideration. That's how I'll do it. I'm not well known forpontificating."

He knows that he has been given a very tough number, much trickier thanit might have seemed to many in the audience at the Association ofColleges conference in Birmingham last November, when John Harwood, theLSC chief executive, pledged to cut bureaucracy by 25%.

This may have been an undisguised play to the gallery by a man who hadjust caused widespread upset among the nation's 450-odd principals witha quote on the Radio 4 Today programme.

It may have been the best that government and LSC could come up with tosoothe the conference. And it twanged the right chord. The principalswere boiling about bureaucracy, everyone trying to outdo theircolleagues with Standards Fund tales. "We had to fill in 30 pages toget our hands on three hundred quid..." "That's nothing, we had to..."

Three months on, though, it's a different landscape. The clamour fromcolleges for red-tape relief may be as loud as ever, but ministers andtheir advisers are unlikely to be quite so pliable.

The reason is three letters long: ILA. From even the limited inquiry bythe Commons education and skills select committee it has become clearthat one of the big flaws in the Individual Learning Accounts schemewas the lack of bureaucracy. There was no screening of who could becomea learning provider and no checks on what they were providing orwhether learners were getting it.

A senior civil servant with some responsibility for the ILA scheme toldthe committee that the absence of more rigorous screening was toencourage a broader spread of learning providers, beyond the core ofestablished colleges and private training companies. It certainly seemsto have succeeded, and police inquiries are continuing.

Given that some of the bureaucracy that has burgeoned in recent yearshas been designed to try to preempt a recurrence of the financialcollege scandals of the mid to late 1980s, aren't ministers going totake a lot of convincing about scrapping it?

"Yes. I'd humbly point out that that's a very strong argument for theapproach I'm advocating - not wham bang, but slowly," Sir Georgereplies.

At the launch of the LSC's bureaucracy busting group, it was announcedthat audit, funding, monitoring and data collection were the things itwould focus on.

Actually, Sir George stresses, nothing will be off limits. Any outfitdealing with colleges will be scrutinised.

The 16-strong group won't be relying on the seven members who areprincipals to come up with likely targets. Every principal in the landwill have the opportunity to pitch in at nine regional workshops to beheld in the first three weeks of March.

What criteria will be applied to decide whether a particular chunk ofbureaucracy should be axed?

Sir George reckons they probably can't do better than follow the fiveprinciples - transparency, accountability, proportionality, consistencyand targeting - followed by the Better Regulation Task Force, set upfive years ago to advise government on action to ensure that"regulation is necessary, fair, affordable and simple to understand andadminister".

Which leaves one big question: 25% of what? Time spent form filling?The quantity of ink and paper? Or money? One estimate has it thatbureaucracy costs colleges #220m a year.

"I think it can mean a variety of things: the amount of time a collegehas to spend on audit, the research it needs to devote, bureaucracy asa cost..."

There is an irony somewhere in a taskforce commissioned to decide whichaudits and inspections - essentially measuring tools - are necessarybeing unable to clarify its own units of measurement. How will it knowwhen they have reached 25%?

"I think enough people have heard that we have a commitment to reducebureaucracy by 25%, which in anyone's language is a huge amount," hereplies. "If we don't do it, they'll let us know."
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Education - Further Education - The Sweeney - Does my bumf look big?Peter Kingston questions the man heading the anti-red tape squad.

It would be easier to find light-hearted relief from the eye-gougingscene in King Lear than to track down a college principal unwilling tobend your ear about bureaucracy. Sir George Sweeney is probably theonly one you'll meet.

The boss of Knowsley College on Liverpool's eastern edge is a doublerarity: he is a further education knight dubbed two years ago in theQueen's birthday honours, and he is remarkably reluctant to disclosewhich examples of triplicate form-filling most get his goat.

Others will gurn about "learner provider reviews" or the 1,001 docketswhich have to be completed to claim threepence-halfpenny from theStandards Fund.

Others will bleat about the relentless grind of the individualisedstudent records which have to be submitted thrice yearly and about thecarpet-bombing by myriad groups of auditors and inspectors which makesthe college sector the most heavily scrutinised region of education.

But Sir George rebuffs all attempts to cajole a disclosure of whatparticular thicket of red tape he would gleefully machete if it wereleft to him.

Hang on, though! It has been left to him. He is the chair of thetaskforce set up by the Learning and Skills Council (LSC) to slashbureaucracy by a quarter.

He is baron bumf. So come on, Sir George! Out with it. Of all thosecirculars and consultations, of all those vast wads which would makeEnron's most stout-hearted shredder quail, there must be somethingwhich makes you want to put your head down and charge at the wall.

"I'm very difficult to irritate," he says, which makes two of us.

There are principals who, plucked out of the stew and given a role likethis on the national stage, might have given into the temptation tobeat their chests and declaim against a few targets.

But not Sir George. He says he has never openly decried the red tapenightmare from any public platform.

"You do things in the ways you think will be effective," he says.

He's a man for dropping quiet words into the right ears. Rather thangallop full tilt at the dragon with a lance, this latter day St Georgeis more inclined to have a quiet chat with the dragon's mum to see ifshe can't calm her lad down and find him a hobby.

"It's got to be done in a measured way," he says. "I am not interestedin doing a makeover. It's about doing something worthwhile andachieving something."

He takes as his model the national inquiry on widening participation infurther education chaired by Baroness Helena Kennedy, which he is proudto have served on.

"Kennedy produced some chal lenging ideas, but after very carefulconsideration. That's how I'll do it. I'm not well known forpontificating."

He knows that he has been given a very tough number, much trickier thanit might have seemed to many in the audience at the Association ofColleges conference in Birmingham last November, when John Harwood, theLSC chief executive, pledged to cut bureaucracy by 25%.

This may have been an undisguised play to the gallery by a man who hadjust caused widespread upset among the nation's 450-odd principals witha quote on the Radio 4 Today programme.

It may have been the best that government and LSC could come up with tosoothe the conference. And it twanged the right chord. The principalswere boiling about bureaucracy, everyone trying to outdo theircolleagues with Standards Fund tales. "We had to fill in 30 pages toget our hands on three hundred quid..." "That's nothing, we had to..."

Three months on, though, it's a different landscape. The clamour fromcolleges for red-tape relief may be as loud as ever, but ministers andtheir advisers are unlikely to be quite so pliable.

The reason is three letters long: ILA. From even the limited inquiry bythe Commons education and skills select committee it has become clearthat one of the big flaws in the Individual Learning Accounts schemewas the lack of bureaucracy. There was no screening of who could becomea learning provider and no checks on what they were providing orwhether learners were getting it.

A senior civil servant with some responsibility for the ILA scheme toldthe committee that the absence of more rigorous screening was toencourage a broader spread of learning providers, beyond the core ofestablished colleges and private training companies. It certainly seemsto have succeeded, and police inquiries are continuing.

Given that some of the bureaucracy that has burgeoned in recent yearshas been designed to try to preempt a recurrence of the financialcollege scandals of the mid to late 1980s, aren't ministers going totake a lot of convincing about scrapping it?

"Yes. I'd humbly point out that that's a very strong argument for theapproach I'm advocating - not wham bang, but slowly," Sir Georgereplies.

At the launch of the LSC's bureaucracy busting group, it was announcedthat audit, funding, monitoring and data collection were the things itwould focus on.

Actually, Sir George stresses, nothing will be off limits. Any outfitdealing with colleges will be scrutinised.

The 16-strong group won't be relying on the seven members who areprincipals to come up with likely targets. Every principal in the landwill have the opportunity to pitch in at nine regional workshops to beheld in the first three weeks of March.

What criteria will be applied to decide whether a particular chunk ofbureaucracy should be axed?

Sir George reckons they probably can't do better than follow the fiveprinciples - transparency, accountability, proportionality, consistencyand targeting - followed by the Better Regulation Task Force, set upfive years ago to advise government on action to ensure that"regulation is necessary, fair, affordable and simple to understand andadminister".

Which leaves one big question: 25% of what? Time spent form filling?The quantity of ink and paper? Or money? One estimate has it thatbureaucracy costs colleges #220m a year.

"I think it can mean a variety of things: the amount of time a collegehas to spend on audit, the research it needs to devote, bureaucracy asa cost..."

There is an irony somewhere in a taskforce commissioned to decide whichaudits and inspections - essentially measuring tools - are necessarybeing unable to clarify its own units of measurement. How will it knowwhen they have reached 25%?

"I think enough people have heard that we have a commitment to reducebureaucracy by 25%, which in anyone's language is a huge amount," hereplies. "If we don't do it, they'll let us know."
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The government removed key safeguards from its failed #200m flagship training programme just before it was launched, according to its private sector operator Capita. 

Company executives told MPs yesterday that by then the Individual Learning Accounts scheme, and its IT system, had already been built by Capita and could not be altered quickly. 

Capita said that the government wanted a system that was not hampered by bureaucracy and which would attract new training providers into the market. 

But the company also admitted that as problems began to emerge with the ILA scheme it could have put more effort into raising the alarm. 

"We didn't shout loud enough that the issues were coming to light," said Paddy Doyle, group operations director of Capita, giving evidence to the education and skills select committee. 

Eventually ILAs were closed down and several police forces began inquiries. It is not known how much public money was lost in the scheme. 

Mr Doyle added that Capita should have moved more quickly to overhaul systems as problems emerged: "We could have moved earlier to make some of these systems more robust." 

Executives told MPs that the company would be willing to consider making public the ILA contract - and minutes of meetings with officials - if the government agreed. 

The government has blamed Capita for what it called a "breach" in its systems for the decision to close down ILAs in fear of widespread fraud and loss of taxpayers' money. 

But Capita's executives denied flatly that there had been a breach or that anyone had succeeded in "hacking" into the ILA computer system. 

It said that training providers authorised to use the system had got in and then abused their position of trust to remove account holder details. 

Capita said it designed the "non-bureaucratic" registration forms for ILAs within the government specification but said it had done so before the key safeguards were removed. 

In written evidence to the committee, it said the Department for Education had "made changes to the original specification ... prior to and in the early weeks" of the scheme. 

One of the requirements dropped was validation of training providers. 

But Capita was criticised for its statement submitted to MPs by committee chairman Barry Sheerman: "It adds up to 'It's not us, guv'," he complained. 

Mr Doyle said that had not been the intention: "We make mistakes like anyone else ... We take our full share of the blame". 

But he added: "It is not for us to make policy", going on to deny any negligence.  

Furthermore - The ILAs scandal is one in a long line of collegeintrigues, muses Francis Beckett.

534 words

Publication date: 19 February 2002

Source: The Guardian

Page: 50

(c) 2002

"We need a kind of Interpol." These are the words of top Learning andSkills Council official Geoff Hall, after the discovery of widespreadfraud in the administration of the ill-fated Individual LearningAccounts (ILAs).

And better late than never, say I. How much cleaner things would be ifit had been around for years!

"Look at this, chief."

The lieutenant stood on tiptoe to see through the little glass windowat the top of the classroom door, pressing his ample stomach againstthe door. He wasn't a tall man, but legends surrounded him. How he'dhad the famous "Champagne Rog" holed up in an expensive restaurant forhours until the guy coughed up all he knew. How he'd caught a collegeboss in the act of inventing names for non-existent students. How he'dwrapped up the running-Estonian-students-through-Bolton racket. No oneknew his name. He was just "the lieutenant".

Thirty blank faces turned to the window and smiled ingratiatingly. Thelieutenant said grimly: "Kick it down."

Standing in the wreckage of the doorway, he looked at the students."Speakee English?" he rasped. There was no reply. Moving fast for asmall, stout man, he had his hand on the teacher's collar just beforeshe could jump through the window. "Suppose you're going to tell methis lot have TEFL level 6," he snarled. Another case wrapped up.

Upstairs, he walked into the chief executive's office without knocking.The bikini-clad young woman vaulted the desk and picked up a notepad."Ah, lieutenant," said the principal, standing up politely and doing upthe top button on his shirt. "I don't believe you've met my new humanresources director, Ms - "

"Sure, sure." The lieutenant threw himself into a deep armchair. "Everheard of something called franchising?"

"I don't know what you're talking about."

"I think you do. Let me refresh your memory. You get a company to trainits own people. Then you claim money as though you'd taught themyourself, and split it with the company."

"Ah, yes," said the chief executive. "I did hear that some unscrupulouspeople did something like that."

"Yeah," said the lieutenant. "Yeah, sure. What did you tell yourstudents about ILAs, loverboy? Did you tell 'em one of your companieshad their money in a nice little account someplace?"

"No! I swear ..."

"Forget it. Save your breath for Big Geoff."

"No! For God's sake, lieutenant, don't tell Big Geoff Hall. He'll sendthe boys round. I'll be ruined."

The lieutenant turned to his sergeant.

"Break his legs," he said, and waddled out.

Back in his grimy office that evening, the lieutenant mused aloud tothe sergeant.

"Someone's got to do the dirty jobs," he said. "Go down sewers, cleanlavatories, police the colleges. Get the filth off the sewers, cleanthe crap off the lavatories, kick the shit out of the colleges." Hesighed, a long, low, despairing sigh. He'd been in the job too long.They all had.
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Further Education - Furthermore - The ILAs scandal is one in a longline of college intrigues, muses Francis Beckett.

"We need a kind of Interpol." These are the words of top Learning andSkills Council official Geoff Hall, after the discovery of widespreadfraud in the administration of the ill-fated Individual LearningAccounts (ILAs).

And better late than never, say I. How much cleaner things would be ifit had been around for years!

"Look at this, chief."

The lieutenant stood on tiptoe to see through the little glass windowat the top of the classroom door, pressing his ample stomach againstthe door. He wasn't a tall man, but legends surrounded him. How he'dhad the famous "Champagne Rog" holed up in an expensive restaurant forhours until the guy coughed up all he knew. How he'd caught a collegeboss in the act of inventing names for non-existent students. How he'dwrapped up the running-Estonian-students-through-Bolton racket. No oneknew his name. He was just "the lieutenant".

Thirty blank faces turned to the window and smiled ingratiatingly. Thelieutenant said grimly: "Kick it down."

Standing in the wreckage of the doorway, he looked at the students."Speakee English?" he rasped. There was no reply. Moving fast for asmall, stout man, he had his hand on the teacher's collar just beforeshe could jump through the window. "Suppose you're going to tell methis lot have TEFL level 6," he snarled. Another case wrapped up.

Upstairs, he walked into the chief executive's office without knocking.The bikini-clad young woman vaulted the desk and picked up a notepad."Ah, lieutenant," said the principal, standing up politely and doing upthe top button on his shirt. "I don't believe you've met my new humanresources director, Ms - "

"Sure, sure." The lieutenant threw himself into a deep armchair. "Everheard of something called franchising?"

"I don't know what you're talking about."

"I think you do. Let me refresh your memory. You get a company to trainits own people. Then you claim money as though you'd taught themyourself, and split it with the company."

"Ah, yes," said the chief executive. "I did hear that some unscrupulouspeople did something like that."

"Yeah," said the lieutenant. "Yeah, sure. What did you tell yourstudents about ILAs, loverboy? Did you tell 'em one of your companieshad their money in a nice little account someplace?"

"No! I swear ..."

"Forget it. Save your breath for Big Geoff."

"No! For God's sake, lieutenant, don't tell Big Geoff Hall. He'll sendthe boys round. I'll be ruined."

The lieutenant turned to his sergeant.

"Break his legs," he said, and waddled out.

Back in his grimy office that evening, the lieutenant mused aloud tothe sergeant.

"Someone's got to do the dirty jobs," he said. "Go down sewers, cleanlavatories, police the colleges. Get the filth off the sewers, cleanthe crap off the lavatories, kick the shit out of the colleges." Hesighed, a long, low, despairing sigh. He'd been in the job too long.They all had.
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Rod Aldridge, executive chairman of Capita, insisted yesterday that the closure of the Individual Learning Accounts scheme that the group administered had "categorically" not damaged Capita's relationship with the government. 

The scheme was closed in November after the government found a "breach" in the computer system run by Capita. 

Mr Aldridge said the company continued to work with the government on aspects surrounding the ILA scheme. He added that the information technology and administration system that Capita implemented was discussed and designed to meet the government's service specifications. 

The comments came as Capita reported an increase in pre-tax profits from #40m to #53m in the year to December 31, bolstered by a string of big contract wins and a series of small acquisitions. Turnover rose 52 per cent to #691.2m, of which 25 percentage points was organic growth. 

The group upgraded its forecast of turnover this year from #840m to #875m. Mr Aldridge said turnover would be underpinned by the #744m of contracts won last year together with a #500m, 10-year award to collect television licence fees on behalf of the BBC. 

A final dividend of 1.5p (1.1p) makes a total of 2.25p (1.65p), payable from earnings of 4.9p (3.87p). 

Comment 

* Capita has produced a good set of results, it has strong earnings visibility, and it is continuing to win large contracts. Analysts raised their forecasts of profits before goodwill amortisation this year from about #90m to #95m-#98m, or 9.9p-10.5p a share. At 440p the shares trade on a forward p/ e of 44. The company is preferred bidder to run London's congestion charging scheme and could be confirmed as operator next month. That would transform Capita from a boring outsourcer to a company on the lips of every Londoner. Such exposure brings risks, as it has already learned with the closure of the ILA scheme.  
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CALLED IN AGAIN DESPITE MINISTER'S CONCERNS. 

Capita, the listed company that helped run the government's failed #270m flagship ILA training scheme, is in line to run a successor scheme, the government said yesterday. 

John Healey, adult skills minister, told MPs he would not rule out the services company, despite admitting that he had concerns about aspects of its past service. 

The government wants the scheme, which was originally backed by Gordon Brown, the chancellor, up and running quickly and Capita's involvement would avoid a lengthy tendering operation. 

It is also understood that officials believe Capita's determination to protect its reputation will help any new scheme succeed. 

The Individual Learning Accounts scheme was closed down abruptly last year after widespread reports of abuse, mis-selling and fraud. 

Mr Healey said that "Number 10 and Number 11" were still "very keen on the policy and the concept of ILAs" and the scheme could be expanded if the new programme proved to be secure. 

By January this year 2.62m ILA accounts had been opened. Most learners benefited from the scheme, which required a contribution but attracted grants. 

MPs asked if Capita had been ruled out of running "ILA2". 

"I am not able, and I am not prepared, to give that assurance," said Mr Healey. The original #55m contract has been suspended. "I am deeply unhappy that it unravelled but responsibility rests across the piece," he added. 

Capita may run the new scheme with the government or in partnership with the Learning and Skills Council. Other options are also open. 

Earlier, MPs pressed Mr Healey over whether he was happy with the service he got from Capita, a company with a large share of public sector contracts. 

"Let me answer that and be blunt - no," said Mr Healey. He picked out system security as a problem. 

MPs had already heard how poor some training had been. One trainer, offering IT lessons, sent a disc to people who did not have computers, said Mr Healey. 

Mr Healey said there were many lessons to be learned and that it might be advisable for politicians to brief their successors. 

"I had no discussions at all with my predecessor ministers about the scheme," he told MPs. He said the Civil Service acted as the "collective memory" in such cases. "That handover, induction, does need a collective political dimension," he added. 

The committee was told that the education department's special investigations unit was looking at 97 cases linked to ILAs, that police forces were looking at 16 cases, and the unit was discussing 54 more with police. 

The government was still holding back nearly #15m from 153 training providers.  
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Recently, the Treasury has had a sometimes fractious relationship with the International Monetary Fund. Gordon Brown has been unaccountably prickly when faced with suggestions for better policy management. The chancellor, so willing to lecture other finance ministers on economics, has reacted badly under the spotlight of external scrutiny. 

Yesterday, the UK again received a favourable report from the IMF. The executive directors "commended the authorities for the impressive performance of the economy". And again, praise from Washington was mixed with some sensible pieces of advice and a few home truths. Mr Brown should accept both. 

He will have little difficulty accepting that the growing economic imbalances "warrant careful watching". His eyes are on the ball even if he has few policy levers in his grasp. Overall demand management is a task for the Bank of England. 

But two other suggestions are bound to prove more problematic. The IMF advises that new public spending should be "undertaken only if it is based on a clear-cut economic justification and if risks of spending inefficiencies are adequately addressed". It sounds obvious. It is. But it strikes a blow at the core of Mr Brown's thinking. 

The chancellor sincerely believes he can change people's economic behaviour with a spending measure here or a tax change there. He would be wise to recognise, as the IMF does, that these policies regularly lead only to fraud or relabelling of existing behaviour. That way, further scandals, such as the abuse of individual learning accounts, could be avoided. 

On taxation, the IMF recommends "broadening the tax base of existing taxes by eliminating remaining exemptions would be preferable to raising rates". Right again. And well timed, as tax rises are on the medium-term agenda. The IMF suggests eliminating the zero-rating of goods in value added tax, such as certain foods and children's clothing. That could raise tax revenues by almost 2 per cent of national income, enough for large increases in health and education spending. The government has been dead set against such ideas. 

The IMF has been astute to offer praise to the UK where it is due and to offer constructive suggestions where needed. The Treasury has welcomed the former and ignored the latter. It should do better.  
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From the Shadow Minister for Lifelong Learning and Higher Education

Sir, Whilst Margaret Hodge claims (letter, March 9) that there isnothing dubious about the Government's target of 50 per cent of ouryoung people to enter higher education by 2010, she does nothing toclear up the unanswered questions which surround her target. She hasbeen pressed many times to define what precisely the Government meansby higher education, as many suspect that her definition makes hertarget rather less challenging than it first appeared.

There is a growing fear over government targets. Whilst their aims maybe laudable, attempts at delivery can yield unfortunate results, as inthe NHS, or, closer to home for the Department for Education andSkills, the matter of the discredited Individual Learning Accountsscheme.

People have to ensure quotas are filled, or find Government penalisingthem. It becomes clear that individuals are fitted in to benefit thesystem, not the other way round. If the Government is really seriousabout its intention to increase access to university education it willhave to spend substantially more on these extra students, who will mostlikely not come from traditional university backgrounds.

Universities UK, representing vice-chancellors and principals, hasestimated the necessary increase in spending at #430 million per year.But with a woeful restriction of research funding just announced, andthe Government saying little about the acute financial problems ofrecruitment and retention of key academic staff, those in the sectorcould be forgiven for believing that rumours of higher educationslipping below transport, health and schools in priority are true.

Yours faithfully,

ALISTAIR BURT,

House of Commons.

March 11.

(c) Times Newspapers Ltd, 2002.
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DOZENS OF alleged frauds involving millions of pounds are beinginvestigated after a series of complaints over further educationcolleges and providers of vocational training.

The Learning and Skills Council, the quango responsible for #7.3bn ofthe English education budget, said it was dealing with 33 cases ofalleged fraud.

New complaints were coming in at an average of four each month. About ahalf involved inflated claims for funding, a quarter concernedfalsified student numbers and a tenth were for breaches of financialregulations. Most of the cases involved further education and sixthform colleges.

The LSC said it would run a series of seminars for college and trainingmanagers this year to try to cut down on the problems.

Last week, Margaret Hodge, minister for further and higher education,gave a warning to colleges that failed academically or were poorlymanaged could be taken over by outside "hit squads" because ministerswere concerned that - of the four million youngsters in furthereducation - only half would leave with the qualification they had setout to gain.

At that time, the "hit squad" proposal was criticised by collegeprincipals.

Geoff Snell, head of the LSC's special investigations unit, said:"These alleged frauds and irregularities do involve significant amountsof money - several million pounds is at risk in the 33 cases we areinvestigating at the moment."

An LSC spokesman said the volume of fraud cases was about that expectedfor an organisation of its size.

The most high-profile scam to grip the training industry - which theLSC is not involved in investigating - concerned Individual LearningAccounts, the flagship scheme the Government was forced to shut lastyear. The scam involved claiming for training that never took place orstealing subsidies meant for account holders.

The scheme has already gone more than #70m over budget but the trueextent of the losses will not be known until later in the year.
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Labour has come a long way since it arrived in power keen to shake offits anti-business image, and is now more often accused of doing favoursfor businessmen than giving the private sector a raw deal.

Businesses have generally been grateful for the economic stability, lowinflation and low interest rates for which chancellor Gordon Brownclaims much of the credit. Many have also signed up keenly to theseries of productivity-boosting, supply-side reforms which havetrundled out of the Treasury in the past three or four years.

It is a sign of just how successful Mr Brown has been in shaping aneconomic consensus that erstwhile enemies, the Confederation of BritishIndustry and the Trades Unions Congress, took up his challenge toproduce joint pro-productivity proposals of their own.

With the global downturn still tightening its grip, though, thechancellor faces the tricky challenge in next month's Budget of showinghe can do more to help British business, despite tighter publicfinances, and intense political pressure to find more money for publicservices.

Mr Brown is due to confirm details of one of the CBI-TUC proposals, theresearch and development tax credit for larger firms - a good exampleof exactly the kind of supply-side tweak he and his advisers favour.

The Institute for Fiscal Studies describes the rationale for such ascheme: "In the absence of government intervention, firms may undertaketoo little R&D because of the difficulty in capturing the full returnsto innovative activity," it explains.

So for the good of the wider economy, which reaps the benefits in termsof growth-enhancing productivity when innovation pays off, the Treasurybelieves it is worthwhile effectively subsidising research, toencourage firms to do more of it. Mr Brown is expected to take asimilar approach to boosting training, on which he is due to announce aseries of pilot schemes in the Budget.

Such sharply targeted policies have often been welcomed by business,and they can have impressive results, but they do carry risks. A badlydesigned scheme can have damaging consequences, and lose the governmenta lot of political credibility. Individual learning accounts, which hadto be suspended because of widespread fraud, are a case in point.

Another complaint often raised against the Treasury's agenda forbusiness is that the frequency of its interventions means theincentives for firms have become very complex in some areas.

The chancellor points to repeated reforms of the corporate taxationsystem - including tapering capital gains tax to encourage long-termholding of assets, and reducing corporation tax - as ensuring that "ourregime is among the most favourable to enterprise in the developedworld". But critics accuse him of being too keen to fiddle with the taxsystem, with the best of intentions but to the detriment of creating asimple system in which incentives are clear.

Of course, businesses have always complained that they are taxed tooheavily on the fruits of their labours. But since both the Treasury andthe prime minister have floated the idea that tax increases could benecessary to meet Labour's pledge to reverse long-term underinvest mentin Britain's crumbling infrastructure, business leaders have stepped upto tell the chancellor that they don't think they should be the ones tofoot the bill.

As Doug Godden, head of economic analysis at the Confederation ofBritish Industry, put it: "We felt that the spending increasesannounced in the 2000 comprehensive spending review were necessary, butour members are less convinced there is a need to find further streamsof revenue."

He argued that the burden of extra taxation under Labour has fallenalmost entirely on business, and that CBI members would not stomachfurther rises, even while they agree that the rail system, for example,desperately needs upgrading.

The Engineering Employers' Federation, which represents manufacturers,agrees. "A clear signal that increased funding isn't going to come frombusiness is very important," said Stephen Radley, its chief economist.

He was enthusiastic about the government's intent to encourage R&D andtraining, but said it should remember that given the economic downturn,many of the firms the EEF represents are operating on tight margins,with lean workforces, so the incentives will have to be strong if theyare to take up the schemes, especially to send workers away fortraining.

As the chancellor stands up to give his Budget speech next month, then,he will face a sympathetic but tough audience in the businesscommunity. They love the mood music. It has been agreed for a long timethat Britain has a productivity problem, and investment,entrepreneurship, training and so on, are motherhood and apple pieideals.

Mr Brown has made clear that he is planning another pro-business,pro-competition Budget. But the devil is in the detail, and businesseswill be reading the small print of any new measures. If the Treasuryhas misread their needs then, with many firms still facing hard times,Mr Brown may find that, as in so many policy areas, it is much easierto agree on a problem than on how to solve it.
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INSIDE TRACK ENTERPRISE - A scoreboard for comparing skills - ENGINEERING - Toby Shelley on an initiative to help companies assess their spending on training. 

Although engineering companies already undertake more training than businesses in many other sectors, "the speed of change in business and in technology means the engineering sector is having to do more to keep pace with developments", says Anne Bailey, head of education and skills at the Engineering Employers Federation. 

Recognising a need is the easy part - the problem for the small to medium-sized companies that make up much of the engineering sector is deciding how much time and money to spend on training, and knowing how to achieve it. 

The point is made by Beverley Webster, former managing director of engineering design company Webster Schaeff & Company, now at Ward Evans, and a member of the Small Business Council, which is currently holding opinion-finding meetings among SMEs. "Training was one of the issues people wanted to discuss the most," she says. In particular, employers complained that schools were "not encouraging on-the-job career development in traditional employment such as manufacturing, engineering or construction". 

Last year the SBC proposed "company learning accounts" to the government. Now the EEF has told Gordon Brown, the chancellor, that it supports the principles that lay behind individual learning accounts, the scheme that was closed down at the end of last year after reports of abuse and fraud. "We believe what would be much more workable is a sector-based ILA," says Ms Bailey. 

To help engineering companies assess their training expenditure, the EEF has developed the People Skills Scoreboard. This benchmarking exercise aims to help owner-managers make comparisons with their peers. The latest version, published next week, has introduced sub-sector comparisons and recruited more small and medium-sized enterprises, making the scoreboard better reflect the overall sector. 

Participating companies welcome the opportunity to compare themselves with their counterparts. Roger Tingey, training manager at Marshall, the family-owned engineering company, says it is useful in hard times to know who is still spending on training. Skilled staff are vital for when the situation improves after a downturn, he says. 

Peter Shorrocks, human resources manager at Kopex/ Icore International, a subsidiary of Smiths Industries, says that "to see (training expenditure) broken down in comparison to other companies, for example training days per head, is becoming more important to us". 

Scoreboard information includes how much participants spend on in-house training - the preferred option of smaller companies - and how much is spent on off-the-job training as a percentage of sales and payroll. 

The scoreboard also breaks down participants by number of employees - which is important in a sector where most companies have fewer than 50 employees. 

"Nobody else publishes data like this with company names beside it," says Mike Sanderson, chief executive of Emta, the national training organisation for the sector. 

The scoreboard found that the average spent on off-the-job training was £224 per employee. Electronics had the highest sub-sectoral spend at £366. Broken down by companies, big aerospace employers spent the most at £620 a head. Distinctions between sub-sectors emerge in the scoreboard. For instance, spending on training per employee among small electrical equipment and basic metals companies was not far behind that of the big companies. 

Mr Sanderson says the fast pace of change in engineering makes it hard for trainees, such as apprentices, to get their hands on the latest equipment. One solution, according to the EEF and Emta, is for companies within an area to share access to the most modern equipment. They also encourage companies to form associations that enable training to be pooled. 
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NATIONAL NEWS - Ministers to be criticised on training scheme failure EDUCATION CORE CONTRACT FLAWED, MPs WILL SAY. 

Ministers will be severely criticised this week by MPs investigating the collapse of a £260m flagship training programme. 

A report by the education and skills select committee will say that ministers failed to draw up properly the contract at the heart of the public-private partnership established to deliver the service. 

The MPs will find that the contract was flawed from the start because the programme was uncapped, had indefinite targets and failed to define properly the role of the private sector partner. 

Individual Learning Accounts were closed last year after the scheme, which offered grants and vouchers for training, was hit by widespread abuse, mis-selling and fraud. 

One senior official close to the committee said: "When it was set up ministers did not know what the aim of the scheme was - just that they wanted to get a million people to use it by a set date. They had not looked at what had gone wrong in previous uncapped schemes. 

"The banks would not back the scheme so it boiled down to a voucher system which was open to abuse. The contract fell between two stools - it allowed Capita, the private sector operator, to say it was not their responsibility." 

Capita, which is understood to be in line to run any successor scheme, is also severely criticised. "They promoted themselves as the most experienced operator In the sector," said the official. But MPs heard that one of the safety features of the proposed scheme - a database of trainers - was not fit for the purpose. 

The operator "should have flagged that up immediately - not just sat there and waited," said the official. 

Capita is also attacked for failing to carry out those duties for which it had direct responsibility, such as dealing with complaints. 

The MPs were also clearly angry that the government was not prepared to compensate training providers. 

It is understood that ministers, who will today publish the results of consultation with learners and training providers, are now confident they can launch a successor scheme by the end of this year. 
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Ministers are bracing themselves for a roasting over IndividualLearning Accounts in tomorrow's report by MPs on the £271m debacle.

Capita, the facilities management company, is also expected to beseverely criticised over its administration of the scheme in the reportby the Commons education and skills committee.

The flagship scheme, designed to encourage adults to take up learningby offering up to £200 towards the cost of studies, is nonethelessenthusiastically endorsed by the committee.

The report makes clear that a successor should be up and running assoon as possible, but this time with the prototype's criticalweaknesses tightened up. And Capita should not take for granted that itwill be administering the revised programme.

John Healey, the adult skills minister, is expected to announce "son ofILA" imminently.

The report, the select committee's third of this current session, islikely to call for a proper registration of approved learning providersauthorised to participate in ILAs.

In evidence given over a number of sessions earlier this year, membersheard that the decision had been taken in the DfES not to restrict theprogramme to existing learning providers with proven track records,such as colleges. By making it easy for new providers to join thescheme it was felt there would be a better chance of attracting a widerspread of learners.

Registration was as simple as filling in a form and sending it off. Forthat, the 9,000 learning providers who signed up were given access tothe computer system and the means to draw down funds from learners'accounts.

The report will also demand that money released to providers is moreeasily and carefully tracked in any successor scheme.

It accepts the official explanation given by education ministers thatfraud and abuse of the scheme were their reasons for pulling the plugin late November rather than Treasury concerns over its escalating anduncapped costs. But it will also note that the Treasury has so farfailed to provide answers to questions about this.

It is one of the crueller twists of politics that the ministers takingthe heat from the report and the evidence sessions preceding it werenot those in office when the ILA programme was devised and whenarrangements were thrashed out with Capita over its running. DavidBlunkett was education secretary and Baroness Blackstone was therelevant minister.

The report is expected to say some hard words about the DfES's handlingof ILAs, implying there has been a pattern of schemes with inadequatefinancial controls going back to further education franchising scandalsin the mid-1990s.

The suggestion will be clear that the department should have seen theproblems coming and should have had firmer control over Capita. The ILAscheme is seen as a test case of what can go wrong in a public-privatesector partnership if the original con tract isn't right. A comparisonis expected to be drawn between the soft line that was taken withCapita and the hard line ministers have taken with the many learningproviders complaining they were left severely out of pocket when thescheme was suddenly closed without warning late on November 23.

By that date 2.6 million people had opened ILAs, about 1.2 million hadused them and the scheme had run about £70m over budget.

If ministers are to get the replacement ILA scheme right, the reportwill conclude, they must have a clearer view of what the aim is - auniversal scheme open to all adults or a programme to encourage peoplewho would otherwise not have done so to acquire some skills.
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Education - Furter Education - ILAs face damning report - MPs deliververdict on Individual Learning Account shambles. By Peter Kingston.

Ministers are bracing themselves for a roasting over IndividualLearning Accounts in tomorrow's report by MPs on the £271m debacle.

Capita, the facilities management company, is also expected to beseverely criticised over its administration of the scheme in the reportby the Commons education and skills committee.

The flagship scheme, designed to encourage adults to take up learningby offering up to £200 towards the cost of studies, is nonethelessenthusiastically endorsed by the committee.

The report makes clear that a successor should be up and running assoon as possible, but this time with the prototype's criticalweaknesses tightened up. And Capita should not take for granted that itwill be administering the revised programme.

John Healey, the adult skills minister, is expected to announce "son ofILA" imminently.

The report, the select committee's third of this current session, islikely to call for a proper registration of approved learning providersauthorised to participate in ILAs.

In evidence given over a number of sessions earlier this year, membersheard that the decision had been taken in the DfES not to restrict theprogramme to existing learning providers with proven track records,such as colleges. By making it easy for new providers to join thescheme it was felt there would be a better chance of attracting a widerspread of learners.

Registration was as simple as filling in a form and sending it off. Forthat, the 9,000 learning providers who signed up were given access tothe computer system and the means to draw down funds from learners'accounts.

The report will also demand that money released to providers is moreeasily and carefully tracked in any successor scheme.

It accepts the official explanation given by education ministers thatfraud and abuse of the scheme were their reasons for pulling the plugin late November rather than Treasury concerns over its escalating anduncapped costs. But it will also note that the Treasury has so farfailed to provide answers to questions about this.

It is one of the crueller twists of politics that the ministers takingthe heat from the report and the evidence sessions preceding it werenot those in office when the ILA programme was devised and whenarrangements were thrashed out with Capita over its running. DavidBlunkett was education secretary and Baroness Blackstone was therelevant minister.

The report is expected to say some hard words about the DfES's handlingof ILAs, implying there has been a pattern of schemes with inadequatefinancial controls going back to further education franchising scandalsin the mid-1990s.

The suggestion will be clear that the department should have seen theproblems coming and should have had firmer control over Capita. The ILAscheme is seen as a test case of what can go wrong in a public-privatesector partnership if the original con tract isn't right. A comparisonis expected to be drawn between the soft line that was taken withCapita and the hard line ministers have taken with the many learningproviders complaining they were left severely out of pocket when thescheme was suddenly closed without warning late on November 23.

By that date 2.6 million people had opened ILAs, about 1.2 million hadused them and the scheme had run about £70m over budget.

If ministers are to get the replacement ILA scheme right, the reportwill conclude, they must have a clearer view of what the aim is - auniversal scheme open to all adults or a programme to encourage peoplewho would otherwise not have done so to acquire some skills.
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The Department for Education and Skills was yesterday criticised by MPsfor "serious failings" in its handling of a Labour education schemewhich collapsed last year at a cost to the taxpayer of millions ofpounds.

The individual learning account scheme, which was designed to encourageadults to learn skills through subsidised training, became "a debacle"because ministers failed to make sure it was fraud proof, according tothe report published by the all-party Commons education committee.

The scheme was withdrawn in November last year amid concerns that itsrapid growth had outstripped its expected cost to public funds, andmounting evidence of widespread abuse and fraud by some learningproviders. Over its first two years, government spending on the ILAscheme was at least £60m higher than the expected £200m.

Capita, the facilities management company awarded a £55m contract bythe DfES to run the scheme's computers and call centre, was alsocriticised in the report for its "considerable shortcomings" whichincluded not alerting the DfES earlier to signs that there wereproblems.

But the MPs singled out the DfES for not learning from previousgovernment computer contract disasters. "The DfES confused qualityassurance with registration. It is this confusion which lies at theheart of the ILA debacle," the report said.

The ILA scheme, trumpeted in Labour's 1997 election manifesto, wasintended to provide flexible funding for adults to train in basicskills such as information and communications technology. Initially,everyone who opened an ILA got £150 towards the cost of a course, butthat entitlement was later replaced with means tested discounts worthup to £200, or 80% of the price. The government hit its target of onemillion adults signing up for accounts in March last year - a yearearly.

But by October last year, allegations of widespread fraud andmis-selling prompted the education secretary, Estelle Morris, toannounce she would close the scheme to new entrants on December. Thatdate had to be brought forward by two weeks when police revealed theyhad evidence of massive misuse of ILA subsidies. Bogus operators hadbeen able to tap into the system and claim the subsidies forthemselves.

Although the MPs said they "strongly support the concept of ILAs,particularly for the simplicity of the scheme and its attractiveness tolearners", their criticism was embarrassing for the department. Theyhave confidence in a replacement scheme - likely to be announced by theDfES in the next few weeks - provided it is designed to be fraudproof.

The adult skills minister, John Healey, said: "I welcomed the inquiryon January 16 when the committee announced it, and I welcome the reporttoday. The report contains important recommendations and conclusions -which deserve a considered response and will contribute to plans for asuccessor ILA programme. We have been determined to get to the bottomof what went wrong and the committee's inquiry has helped thisprocess."

But the shadow adult skills minister, Alistair Burt, said: "Thegovernment is entirely responsible for the fiasco of the individuallearning accounts scheme. Warned when setting up the scheme that it wasriddled with holes that could profit con men at the expense of studentsand honest learning providers, the government ignored advice andcontinued with its policy."

Capita welcomed the report. In a statement it said: "In particular, weagree that clearer lines of responsibility would have been beneficialin monitoring and adapting the scheme more effectively and accept thatwe should have drawn matters of concern to the department's attentionin a much more proactive fashion."

More education news at EducationGuardian.co.uk.
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Education Editor

THE Government's multi-million-pound Individual Learning Accounts (ILA) scheme was a debacle, wide open to fraud and a "licence to print money", the Commons education committee reported yesterday.

The scheme, the brainchild of Gordon Brown, the Chancellor, aimed to widen participation in learning by distributing vouchers worth up to £200 to anyone in England aged 19 or over.

To qualify, they had to register with a learning provider and pay £25 to £50. In return, they would receive up to £250 worth of training.

The providers - many of whom sprang up overnight and employed aggressive door-to-door salesmen - pocketed the down-payment and claimed the £200 from the Government.

During the 14 months the scheme was in operation, two and a half million accounts were opened and £265 million was handed out. No one has any idea of how much learning took place. The MPs who conducted the inquiry said the scheme attracted so many bogus providers that "the level of fraud, misuse and abuse may never be established".

Anyone could sign up as a learning provider, trawl the ILA database and submit claims for having trained any individual whose account had not already been spent.

A quarter of those entered into the database as having completed their training were thought to have had their accounts stolen before any training had taken place.

Fraudsters also created accounts for non-existent people and offered the details for sale.

When the millionth ILA was opened, the Department for Education announced its delight at the success of its flagship project.

By November, when the scheme was shut down by Estelle Morris, the Education Secretary, it was clear that abuse had become "substantial and endemic", the MPs said.

They found it "hard to credit" that Capita, the contractor responsible for implementing the project, failed to point out that it was "a disaster waiting to happen".

The company's shortcomings were considerable, they said.

John Healey, a junior education minister, said his department was "working closely with the police". to get to the bottom of the fraud issue". So far, 45 people have been arrested.

Ministers blamed for £268m skills scheme debacle - Politics.

By John O'Leary Education Editor.

569 words

Publication date: 2 May 2002

Source: The Times

Page: 10

Copyright Times Newspapers Ltd, 2002

Education ministers were responsible for serious failings in theadministration of a flagship training scheme that may have cost thetaxpayer millions of pounds in fraud, a committee of MPs saidyesterday.

The Labour-dominated Education Select Committee described the operationof Individual Learning Accounts (ILAs), which overshot their budget byalmost £67 million before they were withdrawn, as a debacle. Capita,the private company paid £55 million to run the scheme, was condemnedfor failing to alert officials to the dangers of fraud, but the mostscathing criticism was reserved for the Department for Education andSkills.

More than a million adults were registered for ILAs, entitling them tosubsidies of up to £150, or 80 per cent of the cost of a course incomputing or a wide range of other training. Many people wereregistered without their knowledge by unscrupulous operators and nevertook a course.

In a surprise announcement last autumn Estelle Morris, the Educationand Skills Secretary, gave six weeks' notice that ILAs would besuspended, citing widespread fraud. A month later the scheme wassummarily closed to prevent further crime.

Dozens of people, including animal rights activists, have beeninvestigated over suspected frauds associated with the scheme, but sofar there have been only 45 arrests and one conviction.

There have been more than 18,000 complaints from individuals, many ofwhom tried to open accounts but found that their name had already beenused. Civil servants who have been checking 571 learning providers haveserious concerns about 120.

Barry Sheerman, the committee's Labour chairman, said that it was stillnot possible to tell how many grants had been issued fraudulently.Consultants brought in to check the operation of the scheme found thatmore than a quarter of a sample of people registered for it had noknowledge of the courses they were thought to be taking.

The MPs' report described the scheme as a "disaster waiting to happen".Officials had failed to heed warnings from reputable training providersthat it was vulnerable to fraud, and no checks had been made on thequality of courses.

The total cost of the scheme was £268 million. The report quotes claimsthat one fraud involved 80,000 accounts, representing a loss of up to£16 million of public money.

Ministers were anxious for ILAs to be easily accessible to people whohad left school with no qualifications, but more than 40 per cent ofthem were opened by professionals and the vast majority of accountholders had some qualifications.

The MPs said that the principle of the scheme was a good one and urgedthe Government to produce a more secure version as soon as possible.They also recommended that training providers should be compensated forlosses incurred in the two weeks after ILAs were scrapped to encouragethem to take part in a successor scheme.

Alistair Burt, the Shadow Adult Learning Minister, said that theGovernment was entirely responsible for the "fiasco" and urgedministers to issue a full apology. John Healey, the Adult SkillsMinister, said that the report would help officials to establish whatwent wrong. "We will ensure the lessons are learnt in designing our ILAsuccessor scheme and shared more widely across the department and othergovernment departments," he said.

(c) Times Newspapers Ltd, 2002.
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Ministers have been rebuked by MPs for their role in the collapse of a £260m flagship training programme. 

A report published yesterday by the education and skills select committee criticised the government for failing to draw up properly the contract for the public-private partnership that delivered the service. 

It said Individual Learning Accounts were "a disaster waiting to happen"; ministers were culpable in not demanding tighter controls. 

The MPs also criticised Capita, the FTSE-100 company contracted to administer the service, for not warning that stronger safeguards were needed and failing to deal with complaints. ILAs were closed last year after the scheme, which offered grants and vouchers for training, was hit by abuse, mis-selling and fraud. 

The report found that "unscrupulous opportunists" were able to sign up, trawl the database and claim unused training subsidies. The amount of public money lost to fraud is not known, but the scheme had overshot its original budget by almost £67m by the end of February. 

Barry Sheerman, the Labour MP chairing the committee, said the blame lay primarily with the Department for Education and Skills. "Despite the out-sourcing of service delivery, the risks in effect always remained with the department ...the potential expertise of Capita in designing systems to be fraud-resistant was neither called upon, nor offered," said the committee. 

The light-touch design demanded meant crucial safeguards were not in place. "The culpability of Capita was matched by that of the department, in particular for not demanding more robust anti-fraud mechanisms in their specifications." 

The criticism of David Blunkett, who set up the scheme when education secretary, is implicit. But Estelle Morris, his successor, and John Healey, skills minister, do not escape unscathed. Their handling of the programme's overnight closure was clumsy, said Mr Sheerman, who demanded compensation for bona fide providers. 

Mr Healey said the DfES would ensure the lessons learned in designing the successor scheme were shared with other departments. Capita said it should have raised concerns in "a much more pro-active fashion". 
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Comment - Without Prejudice - Criminal masterclass - Education for all,said New Labour, and some are learning how to get rich on taxpayers'money.

LAST WEEK THE Commons Education Select Committee published an inquiryinto how the Government's partnership with business was getting along.Its dissection of Whitehall insouciance as the public purse was emptiedby crooks is, as the reviewers say, essential reading for anyone whowants to understand how Britain has combined the worst of the privateand state sectors to create a bureaucracy where sloth andirresponsibility flourish.

Our true-crime story begins when New Labour came to power with ajargon-ridden commitment to use corporate skills to turn citizens into'empowered customers' who would invest in 'the Learning Age' and secure'ownership of knowledge'. In practice, the Commons found, the onlyempowered customers on view were criminals who took the opportunity totake ownership of taxpayers' money. The Government's instrument fordelivering adult education to the 'many not the few' was individuallearning accounts. Like so much else, the accounts were a retreat fromhard-headed policies. In the early 1990s New Labour had promised toforce employers to pay for the training of workers. As the partycharged rightwards, such ideas were rejected as 'anti-business'.Instead of making business pay for training, the Government would allowa business, Capita, to organise the education of the masses at publicexpense.

Everyone over 19 who was prepared to put £50 up-front was entitled toreceive £200 from the Government towards the cost of learning any tradefrom brick-laying to floristry, body massaging to garden design. Atleast, the Government thought it was paying £200 towards each student'seducation. The MPs pointed out 'unscrupulous operators' could take the£50 from the student, deliver training worth £100, claim £200 from thestate and make a profit of £150. 'There was no check or audit whichwould have uncovered such systematic abuse of the scheme,' theyconcluded. Neither Capita nor Whitehall bothered to find out if thestudents were getting value for money.

A total of 8,910 training companies and colleges were educatingstudents by the time a panicking education department closed the schemein October last year. The figure has a reassuring precision. But,again, Capita and the Government weren't at all clear if the companieswhich emptied the accounts were educating students. Once you hadregistered as a trainer, and almost anyone could, you received a pinnumber which gave unlimited access to Capita's records. You could trawlthe database looking for students whose money hadn't been spent andclaim you had trained them and needed paying for your labours. TheEducation Secretary, Estelle Morris, finally told the Treasury thatindividual learning accounts had to be stopped after her civil servantsheard that copies of Capita's data were on sale in the informationsociety's equivalent of the back bar of a gangland pub.

Honest educationalists were amazed at the 'pitifully low' security of asystem which became 'a licence to print money'. Caroline Lambie, from acompany called Hairnet which teaches the over-50s to use computers,told MPs that elementary safeguards weren't in place. 'People who typedin the wrong number three times should have been shut out of the systemin the same way they would if they were trying to register with theironline banker. People who were registering more than 1,000 students perweek per centre should have been shut out because there is no way anytraining centre could train that many people in a week. There aresimple things that databases can do and it does not take an IT expertto understand that.'

I'M SURE IT doesn't. But understanding that you don't leave a plumpwallet in the street if you want to keep your money was beyond Capitaand Whitehall. They said they wanted a light regulatory touch so thatthe public would be free to choose. The language of consumerism wasbogus. Just as most people haven't the faintest idea if a privatepension is good value, so most students weren't able to judge if acompany offering to teach them was reputable. There was no regulationand raiding individual learning accounts became one of the easiest consto pull. Mild-mannered MPs said they were 'surprised' that neitherCapita nor the Department for Education stopped 'opportunists' posingas teachers and getting their hands on a pot of at least £260million.(I say 'at least' because as with everything else to do withthe disastrous private-public partnership neither Capita nor Morriscondescended to tell Parliament how much money was wasted.)

New Labour's claims to be empowering consumers were cant for a secondreason. Demand for courses didn't come from a public anxious to retrainand reskill in the approved Third Way manner but from colleges andprivate training companies which persuaded one and all to sign up. Bythe time the plug was pulled, there were 2.5m accounts listed onCapita's computer system. As Britain is an undereducated country, itsounds an impressive achievement. But, the MPs said that until thedying months of the project Capita couldn't prevent crooks creatingaccounts for students 'they had not trained, or who did not evenexist'.

There may have been tens of thousands of phantoms. Investigators fromYork Consulting talked to 1,500 people who, according to Capita, hadspent the money in their accounts on training. Twenty-seven per centsaid they hadn't spent a penny and had yet to receive training. Capitasaid that there was probably a glitch in the computer system. The MPssuggested another interpretation. 'By the summer of 2001 around one infour of those entered into the database as having completed traininghad had their discounts stolen by an unscrupulous provider before anytraining could take place.'

The police are trying to catch up. Eighty companies which profited fromthe bonanza are under investigation. Detectives have found linksbetween the superficially dull world of adult education and the mostexotic crimes. Special Branch and the Anti-Terrorist Squad areinvestigating whether Islamic fundamentalists raided learning accountsto raise funds for al-Qaeda. A group of animal rights activists isfacing charges that it attempted to steal £100,000 from individuallearning accounts. Given the ease with which frauds could roam thesystem looking for accounts to rob, the true scale of the thieving willnever be known. But a senior police officer made an attempt to quantifyhow much money disappeared when he told the Times that one suspect mayhave pocketed £2.5m. (That's right, one suspect.) Taxpayers aren't theonly victims. The British education system leaves about a quarter ofthe population with 'literacy or numeracy difficulties'. In otherwords, their schooling has been so abysmal they can't write or count.The collapse of individual learning accounts robbed them of a chance toremedy the defects and also left bona fide colleges and businesses indebt and in the lurch.

Yet while Whitehall resists their claims for compensation, the selectcommittee reports that Morris is 'continuing to cooperate' with Capita.She isn't demanding the return of the £55m the company received. Rathershe is planning to give Capita a new contract to run the next attemptto train the masses. No one has been sacked or reprimanded. Herindulgence requires an explanation.

PRIVATISATION BY LOCAL and national government has turned Capita from acompany worth £330,000 in 1987 to a £2.6 billion conglomerate. Itsrecord is often lamentable. Private Eye has run so many stories on itsinadequacies - trying and failing to deliver housing benefit to thesouth London poor, trying and failing to computerise criminal records -its editor could issue a Capita Christmas annual. Ministers keepawarding it contracts in part because there aren't many other companieswho can compete for the work. The new world of contracted-out servicesand public works built under the private finance initiative isn't amarket in the traditional sense. After Andersen Consulting had made afantastically expensive hash of delivering a new National InsuranceComputer, New Labour's Dawn Primarolo explained that she wouldn'tdemand the return of public money 'for fear of jeopardising futurerelationships' with a company the Government needed on side if theprivatisation drive was to continue.

That is the rational explanation at any rate. But it's unwise to ignorethe element of dementia in the Government's dealings with corporations.For the political class, business is the answer for everyadministrative problem. They are in the grip of an ideology whichallows them to see no faults in their beloved. When schools fail, hitsquads are sent in. When parents fail, they are threatened with fines.When Capita fails, it is given more public money.

If you are going to work tomorrow, comfort yourself with the thoughtthat you are paying taxes to keep its share price high.
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* Bernie Ecclestone, the Formula One boss, has ordered a strategic review of the sport to cut costs that are crippling smaller teams. 

* The Smurfit family is acting in concert with Madison Dearborn Partners, the US venture capital fund preparing a bid for Jefferson Smurfit, the Ireland-based packaging company. 

* EasyJet'schairman Stelios Haji-Ioannou, will not subscribe to the rights issue expected to be announced this week to fund the £400m purchase of rival low-cost airline Go. Mr Haji-Ioannou, who owns 30 per cent of EasyJet, is known to want to cut his stake. 

* Morgan Stanley has handed over documents relating to its controversial flotation of Lastminute.com, the online travel company, to US investigators probing allegations of corruption on Wall Street. 

* Barbara Cassani, the boss of no-frills airline Go, will leave the business if the proposed £400m takeover by rival EasyJetis sealed. But Cassani, who has a 4 per cent stake in the business she founded five years ago, will walk away with a personal fortune of up to £20m. 

* Mellon, the US bank based in Pittsburgh, is considering a £1.4bn offer forBarclays Global Investors in a move that would ignite a bidding war with rivals. Axa, the French insurer, and Allianz, the German insurer, are considering tabling offers. 

* George Davies, the business icon and fashion designer whose Per Una range is credited with rescuingMarks and Spencer, is being investigated by the Inland Revenue's Special Compliance Unit. 

* Celtic FC, defeated Scottish FA cup finalists, are in negotiations with the Nationwide Football league to maximise television rights revenue through a move that would take it and Rangers into the English first division. 

* Sir Richard Branson, Virginchairman, plans to launch a low-cost airline in the US followed by similar start-ups in Japan and South Africa. 

* Coral Eurobet, Britain's third-largest chain of betting shops, is poised to abandon plans to float on the London Stock Exchange and confirm it will be sold to a trade or financial buyer through an auction. 

* Kraft Foods, the big US group, has approached the consortium of shareholders that owns United Biscuits with a plan to buy them out in a deal that would value Britain's biggest snack-food company at up to £2.4bn. 

* The cash and shares windfall at Capitais far higher than previously reported and emerges days after an all-party select committee rebuked the outsourcing company for failing to say that the Individual Learning Accounts scheme was "a disaster waiting to happen". 

* The BBC is talking to Rupert Murdoch's BSkyB about jointly taking over digital TV licences for sale after the collapse of ITV Digital. 

* PR Newswire, which was selected to provide company news to the UK market last month, is to be be informally investigated by the FSA following a technical glitch that delayed sending price-sensitive information. 
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NATIONAL NEWS - Delays in vetting supply teachers exacerbates staff crisis EDUCATION CRIMINAL RECORDS BUREAU BLAMES LARGE VOLUMES AND ERRONEOUS APPLICATIONS FOR SLOWING DOWN SCREENING PR. 

Delays at the Home Office's new Criminal Records Bureau in vetting supply teachers are leading to greater classroom shortages in hard-hit state schools. 

Estelle Morris, education and skills secretary, has taken the matter up with David Blunkett, home secretary, amid calls for rapid improvement. 

"It's not good enough. We are not lowering standards to speed up the process. We won't allow that," said a senior aide to Ms Morris. 

The Home Office said the problems had been exaggerated but promised that the service would be on its pre-launch target within six to eight weeks following "teething problems". 

It pointed to problems with errors in applications and an unexpectededly large number of postal forms rather than phone applications. 

It is understood the volume of requests for supply agencies - fully stretched in the current staffing crisis in many schools - took the Home Office by surprise. 

The performance of the bureau is a further embarrassment for the Home Office's private sector partner - Capita, the listed services company. The company was responsible for operating the system at the heart of the government's failed flagship training programme, Individual Learning Accounts. 

Paul Pindar, chief executive of Capita, said about 50 per cent of applications contained errors, or were illegible. Capita was "virtually sending back every single one" of these forms, he said. 

He added that applications being made by phone, or through correctly filled in forms, were being turned around in three weeks. But for those submitting incorrect forms, the process was taking four to five weeks. 

He said Capita expected to clear the backlog by the end of this month. The Criminal Records Bureau (CRB) came on stream on March 11 with a target of dealing with nine out of 10 applications within three weeks. 

It was designed to provide a centralised vetting service to make recruitment safer and replaced a system of local checks that had been criticised. The system tracks convictions, cautions, reprimands, and warnings and other relevant data. Its creation was widely welcomed by supply agencies. 

David Rose, speaking for Select Education, the supply agency, said: "We have registered 1,800 teachers since March 11 and requested clearance from the CRB. We have had less than 200 back. 

"Without the delays many of these teachers would have been out there teaching and earning money." The agency is responsible for 16,000 supply teaching hours a week. 

The Home Office said the problems were not as bad as reported and promised that the situation would improve rapidly. "The disclosure service has now been up and running for nearly two months. 

"We have so far issued 2,347 disclosures - providing greater protection to children and vulnerable adults," said a spokesman. 

It added that the bureau - run with Capita - was committed to meeting its customers expectations. 

"However, due to the complex nature of this new operation, there have been some initial teething problems." 
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The government has ruled out paying compensation to training companies financially "devastated" by the collapse of its £260m flagship adult learning programme. 

Leaders of the IT training sector predict that many companies will collapse following the scrapping of the Individual Learning Accounts scheme and that up to 3,000 jobs may be lost. 

Last week MPs of all parties, delivering a damning report on the scheme, called for compensation to reimburse those hit by its early closure. 

The education and skills select committee's report said the scheme, designed to promote adult basic skills training, had been a "debacle" because it was open to fraud and abuse. 

But John Healey, the minister responsible for finding a successor scheme, has ruled out any public funds for those hit. 

"People can't base their entire business plans on the basis that the government will effectively be subsidising the scheme indefinitely," said an aide. "We recognise that some trainers had problems but we have to think of the public finances and we can't set such a precedent." 

But Alistair Burt, Conservative spokesman on the issue, said the government should reconsider, at least on the question of helping those caught by the rapid closure of the scheme. "The minister is wrong and the select committee was right. There is a moral responsibility here." 

The ILA scheme, which formed part of Labour's 1997 election manifesto, was intended to provide flexible funding for adults to train in basic skills such as IT. 

At first, learners got £150 towards the cost of a course. This was replaced with discounts worth up to £200, or 80 per cent of the price. 

The government reached its target of 1m adults signing up for accounts in March 2001, a year early. But the scheme was hit by abuse. 

Estelle Morris, education secretary, announced that it would close early. Then, two weeks short of the planned closure, evidence emerged of potentially massive fraud. The scheme was immediately closed. Many trainers complained they had planned, and even delivered, courses for which there was now no subsidy. 

A survey by the Association of Computer Trainers said that the closure had reduced the demand for courses by about 70 per cent year-on-year. 

A fifth of respondents said they would have to make redundancies or face closure in the next month. Three-quarters said cuts would be necessary within six months. 

Sector leaders have been pressing for a successor scheme. It is understood that ministers believe this can be done by the end of this year. 

Officials point out that £16.5m is being withheld from payments to training companies while inquiries are made to verify that they are legitimate. 
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INSIDE TRACK - Summer school for self-esteem - BUSINESS AND THE COMMUNITY - The 'unproject' scheme aims to help school leavers choose careers, says Stephen Overell. 

After the collapse of Individual Learning Accounts and repeated scandals involving teacher supply agencies, both the government and the private sector could be forgiven for hesitating to approach further business involvement in state education. 

Neither has been put off. This summer will see Barclays Bank co-funding and putting its name to a government programme of holiday schools designed to help 16-year-old school-leavers who are not sure what to do with their future. After pilots during the last two summer holidays, the programme, called "uproject" is being rolled out nationally. 

The scheme is being run by Connexions, the government's new support service for those aged 13-19. It will offer activities such as music, sport, drama, outdoor adventure, first aid, financial literacy and community initiatives, with a view to developing the "self-confidence and self-esteem" of teenagers. 

The aim of the summer schools is to encourage up to 60,000 15-and 16-year-olds who risk future unemployment and social exclusion to give thought to their further education, training and career choices. 

Sir Peter Middleton, chairman of Barclays, says the programme fits with the bank's priorities for funding community initiatives. "Obviously, we thought long and hard about getting involved with government - we have to be absolutely non-political. But children are one of our priority areas and it is a clear, well thought-out programme. We felt we could add value." 

However, in Whitehall the initiative is being hailed as a blueprint for future engagement of the private sector in government programmes. It is the first big partnership arranged through the Business Development Unit, which was set up by the Department for Education and Skills to co-ordinate relations between the department and business. 

The BDU was created to resolve a familiar complaint from companies: that executives were often hounded by civil servants looking for sponsorship of state projects. 

"Government used to approach us with dozens of requests without any understanding that corporations have a structured approach to what they spend their shareholders' money on," says Sir Peter. 

"We have a very tight set of criteria for the kind of things we want to get involved in and we are pretty obsessed with sticking to it." 

The BDU aims to gather intelligence on the community priorities of big companies and tailor their requests to corporate objectives. It says it took soundings from "a significant number" of companies before striking the agreement with Barclays. 

In financial terms, the bank's involvement is comparatively small. It is contributing £600,000 over three years, compared with £34m from the New Opportunities Fund, which allocates money from the National Lottery to social projects. 

The bank will have no say over the activities undertaken - that is being decided by the 47 local Connexions areas. Instead, it is involved in five distinct fields: the creation of the programme's identity; the development of a website (www.uproject. org.uk); financial literacy training; the packs that young people receive on arrival; and the awards they get once they have completed the programme. 

Lynn Fades, head of the BDU, denies there was ever a suggestion of equal funding between public and private sectors. "We were asked to find a partner at that level of contribution and that is what we found," she says. "There is a difference between financial value and the real value and expertise that Barclays brings to this." 

Stephen Dunmore, chief executive of the New Opportunities Fund, says the public money will be allocated according to a formula drawing on the index of deprivation in different wards, the number of post-GCSE teenagers not in education and the population of 16-year-olds in each region. 

"The beauty of the scheme is that no one should be left in a vacuum following GCSEs," he says. "Many may well not have had the chance to do any activities aimed at personal development before." 

The idea of a national programme of summer schools is not without its critics, though. 

One director of education at a local authority, who asked not to be named, says there is cynicism about "gimmickry" among youth policy specialists and suspicion about whether channelling resources into summer schools is the best use of funds. 

"It can be very irritating how money tends to materialise for the policy priority of the moment, while funding for core services has to be fought for," he says. "The government is desperate to be seen to do something to keep troublemakers off the streets but the question is whether summer schools will make a difference. I think people in youth service work would say: 'get real'." 
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David Blunkett at the launch of learndirect Photograph: StefanRousseau/PA

When Gordon Brown first outlined plans for a "university for industry"nine years ago, he saw it doing for lifelong learning what the OpenUniversity had done for higher education. It would improve workplaceskills while conveniently allowing New Labour to avoid placing acompulsory training levy on business.

Today Ufi Ltd operates as learndirect. But while it has an impressivenetwork of computer skills centres, it has been slow to attractbusiness support. Did it lose its way?

The new "university" was intended to bring skills directly to theworkplace. Employees could use their individual learning accounts tobuy training, with employers and the government topping up the value ofthese ILAs.

Since its inception in 1998, Ufi has focused on popular basic andadvanced IT courses through 1,600 learndirect centres in libraries,colleges and high street shops. Workplace and home course take-up hastaken a back seat. Fewer than a quarter of last year's 571,000 learnerswere on industry-related courses. Most did IT skills. And the AdultLearning Inspectorate reported that the centres offered too narrow arange of courses.

Learndirect's telephone and internet helpline gets 25,000 telephone and82,000 internet queries to its 550,000-course database each week. Butits bigger role is as a course facilitator, with up to 600 specialistcourses, including programmes for the motor and retail industries. Akey task is reaching those who might not otherwise consider learning.Only a third of learners fell into this category last year, althoughnearly half had not previously gained level two qualifications(equivalent to five good GCSEs).

Brown's vision of a self-funding body with small employers queueing tobuy training for their underskilled workforce still seems some way off."A lot of people need to acquire IT skills, and we have had to meetthat market demand," says Ufi chief executive Ann Limb. "But thebusiness and management areas have started to grow hugely in the lastfew months. We've had to develop 10,000 learning hours in the lasttwo-and-a-half years."

Limb says that some big firms, such as Barclays and Nissan, haveestablished learndirect centres on their premises. "When Nissan inSunderland put a centre in their plant, they had 500 out of their 5,000staff sign up for an automotive training package within three weeks.People want what is convenient for them, and with computers they canchoose to do different parts of their course in different places.However, we still need a big push for workplace learning."

While learndirect's subsidy has fallen, it still relies on a £67mgovernment grant this year, including £12m to run and market thehelpline. And even when it doubles its learners by 2005, 70% will stillbe publicly funded, compared with 90% this year. "I don't thinkself-funding will happen immediately," Limb adds. "Our intention is tooperate the way many FE colleges operate, raising some of our ownincome, but with the government continuing to support specific groupsof learners."

Nor has she any qualms about sponsoring the next season of ITV's WhoWants to be a Millionaire to the tune of a million pounds, despite arecent tabloid fuss. "We're making the advertisements at the moment.They link earning and learning very clearly - and the row has actuallygiven us tremendous publicity."

Limb has been in post for just nine months. And learndirect does seemfinally to be returning to first principles by meeting the needs ofindustry. "People want courses relevant to their particular industry,"says Limb. "During the foot and mouth crisis, farmers wanted to learnhow to diversify. We developed a programme that is now used by over7,000 farmers. We're making learndirect universally for industry,rather than a university for industry. I think it will grow hugely andfulfil its original vision."

It may still prove to be an uphill struggle reclaiming that mission.

Conor Ryan was special adviser to David Blunkett when he was educationsecretary.
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Meet the new boy - The appointment of David Miliband shows No 10tightening its grip on education, says Rebecca Smithers.

David Miliband, schools standards minister: he went to Oxford and MITvia Haverstock Comprehensive in London which, he says, gave him a goodstart

David Miliband was half-way through his breakfast last Wednesdaymorning when he got THE call from No 10. By the early afternoon, he wasinstalled at his desk at Sanctuary Buildings in Westminster as thebrand new school standards minister and deputy to the educationsecretary, Estelle Morris, in one of the most rapid ministerialpromotions in recent political history.

Not surprisingly, his first meeting in her neighbouring office was withhis new boss, who had successfully landed her man after making it clearto Tony Blair that she would welcome the former head of the No 10policy unit to her team if a reshuffle were on the cards.

The fresh-faced, bespectacled 36-year-old, who looks barely out ofshort trousers, could well find he is mistaken for a sixth-former whenhe embarks on his first school visits in the next couple of weeks. Andeven political commentators were scratching their heads to come up witha comparable example of someone who had leapfrogged virtually an entiregeneration of more experienced politicians to secure a coveted job atthe heart of government. All that, less than a year after the ferventArsenal supporter was parachuted into the safe Labour seat of SouthShields in the June general election.

It was, of course, the surprise resignation of a former schoolstandards minister which brought the whole house of cards tumbling downlast week. The departure of Stephen Byers on Tuesday forced the primeminister to bring forward his plans for a reshuffle, with somesignificant changes to the education team.

The most important appointment was without doubt that of Blair'strusted former aide to replace Stephen Timms, who was moved sideways totake over the e-commerce patch at the department for trade andindustry. But while Miliband inherits most of Stephen Timms' portfolio,portfolios have been tweaked with a new job covering London and schoolsgiven to the north London MP Stephen Twigg.

In a sign that the government recognises the particular problems ofrecruitment in London, and other pressures, it is the first time thatthe capital has been recognised in any way in an education job. JohnHealey, who presided over the collapse of the controversial IndividualLearning Accounts, was also moved sideways, back to the Treasury. Themeteoric rise of David Lammy, Estelle Morris's parliamentary privatesecretary and the youngest MP at 29, also continues apace: the MP forTottenham was promoted to become junior health minister. But the formerlearning and technology minister Michael Wills, latterly a juniorminister in the Lord Chancellor's department, is on the back benchesagain.

The changes to the ministerial line-up in effect tighten No 10's gripon education policy. Morris herself worked closely with Miliband afterthe 1997 election, when she was schools minister and he was head of theNo 10 policy unit, and she has made no secret of her high regard forhim. Miliband it was who wrote both Labour's general electionmanifestos. One senior departmental aide said: "She liked his ideas.And she found him not only intellectually sharp but also verypractical. For some time she has made it clear to the prime ministerthat she would welcome him in the department."

A friend of Miliband said that those who label him a policy wonk ornarrow-minded "think-tank man" should not underestimate his genuinepassion for education. Upon his arrival at Sanctuary Buildings lastweek, he apparently told staff he was "deeply honoured and moved" tohave been given the job, given his consuming interest in the subject.

Last week he chose to issue his only public statement on hisappointment to his local press in the north-east, in which he stressedthe importance of the task facing him: "I am honoured to have beenasked to join the government. There is nothing more important for thefuture of the country than working with teachers, parents and pupils toraise standards in schools. Education is vital to the future of thenorth-east, and I hope that my contribution at national level can helpchildren in the region fulfil their potential. I am joining afirst-class team with an outstanding secretary of state and a provenrecord of achievement. The UK's education system is going in the rightdirection, and I hope I can build on the good work that has beenstarted."

Also significant - at a time when Labour is committed to expandingspecialist and single faith schools - is his unequivocal publicendorsement of comprehensives. He is listed as a "comprehensivechampion" on the Campaign for State Education's website, which listscontributions from ex-comprehensive girls and boys singing the praisesof their education. He submitted the following: "I attended HaverstockComprehensive school in London from 1978 through to my A-levels in1983. It gave me a strong sense of the power of education, the valuesof equal opportunity, and the potential of inclusive schooling.Comprehensive education is to me about an all-embracing approach tolearning, providing breadth and depth of provision to develop andrealise the potential of all children. This is demanding on students,teachers, administrators and parents, but it is powerful preparationfor the world beyond school. Haverstock could not overcome my weaknessin A-level physics, but it gave me a good start in life!"

Whatever his particular difficulties with the finer points of physics,Miliband has an impressive socialist and academic pedigree. He and hislookalike brother, Ed, who is one of Gordon Brown's special advisers,are sons of the left-wing academic and intellectual Ralph Miliband.After attending his north London secondary school, David graduated witha first-class degree from Oxford in politics, philosophy and economicsbefore taking a masters in political science at the prestigiousMassachusetts Institute of Technology.

After a stint at the left-leaning Institute for Public Policy Researchthink-tank, he became secretary of the Commission on Social Justicebefore heading Tony Blair's policy unit while Labour was in opposition,from 1994.

Stephen Twigg, 35, famously defeated Michael Portillo to become MP forEnfield Southgate in 1997, and had a similar comprehensive school andOxford education. He attended Southgate school in his constituency - ofwhich he is now a governor - and then also trod the PPE route atBalliol College, Oxford. Regarded as a protege of the higher educationminister, Margaret Hodge, he also has a strong interest in education.Only two weeks ago he acccompanied Estelle Morris on a visit to aprimary school in Enfield, where she opened the new ICT suite. He wasthe first openly gay president of the National Union of Students in1990.

Both appointments were generally welcomed by teachers' leaders, who seethem as a strengthening of Estelle Morris's team and a huge boost toher ongoing crusade to raise school standards.

David Hart, of the National Association of Head Teachers, saidMiliband's appointment, in particular, showed the prime minister'scommitment to education, and agreed that his rise was meteoric. "Ithink it demonstrates Tony Blair's commitment to education and means wehave a big hitter at the department. His previous track record inDowning Street gives him a particular status. We need someone at thedepartment who will make a real impact in ensuring we get the changesand resources we need. He is also a great supporter of state educationand state schools. We are sure this will have a major impact ongovernment policy. And a London education job is not before time."

Gwen Evans, deputy general secretary of the Association of Teachers andLecturers, added: "We welcome David Miliband as the new schoolsminister, who will bring an impressive analytical strength to the team;his earlier work on policy development provided hopeful indicationsthat DfES policy would genuinely be evidence-driven in the future. ForEstelle Morris it is a real vote of governmental confidence that shewill be joined by two promising new ministers."

On Thursday David Miliband will make his public debut as schoolstandards minister at the NAHT's annual conference in Torquay (in theslot originally scheduled for Stephen Timms), where he is guaranteed toreceive a warm reception. Over the bank holiday weekend he was busy inhis constituency working on that critical first speech, as well asreading into his brief.

But despite the daunting new ministerial pressures on him, he showedhis human side last week. As the Guardian's photographer left hisoffice, he couldn't resist asking whether he could have a print of hispicture "for my Mum".
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Education - Meet the new boy - The appointment of David Miliband showsNo 10 tightening its grip on education, says Rebecca Smithers.

David Miliband, schools standards minister: he went to Oxford and MITvia Haverstock Comprehensive in London which, he says, gave him a goodstart

David Miliband was half-way through his breakfast last Wednesdaymorning when he got THE call from No 10. By the early afternoon, he wasinstalled at his desk at Sanctuary Buildings in Westminster as thebrand new school standards minister and deputy to the educationsecretary, Estelle Morris, in one of the most rapid ministerialpromotions in recent political history.

Not surprisingly, his first meeting in her neighbouring office was withhis new boss, who had successfully landed her man after making it clearto Tony Blair that she would welcome the former head of the No 10policy unit to her team if a reshuffle were on the cards.

The fresh-faced, bespectacled 36-year-old, who looks barely out ofshort trousers, could well find he is mistaken for a sixth-former whenhe embarks on his first school visits in the next couple of weeks. Andeven political commentators were scratching their heads to come up witha comparable example of someone who had leapfrogged virtually an entiregeneration of more experienced politicians to secure a coveted job atthe heart of government. All that, less than a year after the ferventArsenal supporter was parachuted into the safe Labour seat of SouthShields in the June general election.

It was, of course, the surprise resignation of a former schoolstandards minister which brought the whole house of cards tumbling downlast week. The departure of Stephen Byers on Tuesday forced the primeminister to bring forward his plans for a reshuffle, with somesignificant changes to the education team.

The most important appointment was without doubt that of Blair'strusted former aide to replace Stephen Timms, who was moved sideways totake over the e-commerce patch at the department for trade andindustry. But while Miliband inherits most of Stephen Timms' portfolio,portfolios have been tweaked with a new job covering London and schoolsgiven to the north London MP Stephen Twigg.

In a sign that the government recognises the particular problems ofrecruitment in London, and other pressures, it is the first time thatthe capital has been recognised in any way in an education job. JohnHealey, who presided over the collapse of the controversial IndividualLearning Accounts, was also moved sideways, back to the Treasury. Themeteoric rise of David Lammy, Estelle Morris's parliamentary privatesecretary and the youngest MP at 29, also continues apace: the MP forTottenham was promoted to become junior health minister. But the formerlearning and technology minister Michael Wills, latterly a juniorminister in the Lord Chancellor's department, is on the back benchesagain.

The changes to the ministerial line-up in effect tighten No 10's gripon education policy. Morris herself worked closely with Miliband afterthe 1997 election, when she was schools minister and he was head of theNo 10 policy unit, and she has made no secret of her high regard forhim. Miliband it was who wrote both Labour's general electionmanifestos. One senior departmental aide said: "She liked his ideas.And she found him not only intellectually sharp but also verypractical. For some time she has made it clear to the prime ministerthat she would welcome him in the department."

A friend of Miliband said that those who label him a policy wonk ornarrow-minded "think-tank man" should not underestimate his genuinepassion for education. Upon his arrival at Sanctuary Buildings lastweek, he apparently told staff he was "deeply honoured and moved" tohave been given the job, given his consuming interest in the subject.

Last week he chose to issue his only public statement on hisappointment to his local press in the north-east, in which he stressedthe importance of the task facing him: "I am honoured to have beenasked to join the government. There is nothing more important for thefuture of the country than working with teachers, parents and pupils toraise standards in schools. Education is vital to the future of thenorth-east, and I hope that my contribution at national level can helpchildren in the region fulfil their potential. I am joining afirst-class team with an outstanding secretary of state and a provenrecord of achievement. The UK's education system is going in the rightdirection, and I hope I can build on the good work that has beenstarted."

Also significant - at a time when Labour is committed to expandingspecialist and single faith schools - is his unequivocal publicendorsement of comprehensives. He is listed as a "comprehensivechampion" on the Campaign for State Education's website, which listscontributions from ex-comprehensive girls and boys singing the praisesof their education. He submitted the following: "I attended HaverstockComprehensive school in London from 1978 through to my A-levels in1983. It gave me a strong sense of the power of education, the valuesof equal opportunity, and the potential of inclusive schooling.Comprehensive education is to me about an all-embracing approach tolearning, providing breadth and depth of provision to develop andrealise the potential of all children. This is demanding on students,teachers, administrators and parents, but it is powerful preparationfor the world beyond school. Haverstock could not overcome my weaknessin A-level physics, but it gave me a good start in life!"

Whatever his particular difficulties with the finer points of physics,Miliband has an impressive socialist and academic pedigree. He and hislookalike brother, Ed, who is one of Gordon Brown's special advisers,are sons of the left-wing academic and intellectual Ralph Miliband.After attending his north London secondary school, David graduated witha first-class degree from Oxford in politics, philosophy and economicsbefore taking a masters in political science at the prestigiousMassachusetts Institute of Technology.

After a stint at the left-leaning Institute for Public Policy Researchthink-tank, he became secretary of the Commission on Social Justicebefore heading Tony Blair's policy unit while Labour was in opposition,from 1994.

Stephen Twigg, 35, famously defeated Michael Portillo to become MP forEnfield Southgate in 1997, and had a similar comprehensive school andOxford education. He attended Southgate school in his constituency - ofwhich he is now a governor - and then also trod the PPE route atBalliol College, Oxford. Regarded as a protege of the higher educationminister, Margaret Hodge, he also has a strong interest in education.Only two weeks ago he acccompanied Estelle Morris on a visit to aprimary school in Enfield, where she opened the new ICT suite. He wasthe first openly gay president of the National Union of Students in1990.

Both appointments were generally welcomed by teachers' leaders, who seethem as a strengthening of Estelle Morris's team and a huge boost toher ongoing crusade to raise school standards.

David Hart, of the National Association of Head Teachers, saidMiliband's appointment, in particular, showed the prime minister'scommitment to education, and agreed that his rise was meteoric. "Ithink it demonstrates Tony Blair's commitment to education and means wehave a big hitter at the department. His previous track record inDowning Street gives him a particular status. We need someone at thedepartment who will make a real impact in ensuring we get the changesand resources we need. He is also a great supporter of state educationand state schools. We are sure this will have a major impact ongovernment policy. And a London education job is not before time."

Gwen Evans, deputy general secretary of the Association of Teachers andLecturers, added: "We welcome David Miliband as the new schoolsminister, who will bring an impressive analytical strength to the team;his earlier work on policy development provided hopeful indicationsthat DfES policy would genuinely be evidence-driven in the future. ForEstelle Morris it is a real vote of governmental confidence that shewill be joined by two promising new ministers."

On Thursday David Miliband will make his public debut as schoolstandards minister at the NAHT's annual conference in Torquay (in theslot originally scheduled for Stephen Timms), where he is guaranteed toreceive a warm reception. Over the bank holiday weekend he was busy inhis constituency working on that critical first speech, as well asreading into his brief.

But despite the daunting new ministerial pressures on him, he showedhis human side last week. As the Guardian's photographer left hisoffice, he couldn't resist asking whether he could have a print of hispicture "for my Mum".

Bullet points, Further, page 31.

Education - Further - Industry back in - Can learndirect find a wayinto the workplace, asks Conor Ryan.

By Conor Ryan.

700 words

Publication date: 4 June 2002

Source: The Guardian

Page: 31

(c) 2002

When Gordon Brown first outlined plans for a "university for industry"nine years ago, he saw it doing for lifelong learning what the OpenUniversity had done for higher education. It would improve workplaceskills while conveniently allowing New Labour to avoid placing acompulsory training levy on business.

Today Ufi Ltd operates as learndirect. But while it has an impressivenetwork of computer skills centres, it has been slow to attractbusiness support. Did it lose its way?

The new "university" was intended to bring skills directly to theworkplace. Employees could use their individual learning accounts tobuy training, with employers and the government topping up the value ofthese ILAs.

Since its inception in 1998, Ufi has focused on popular basic andadvanced IT courses through 1,600 learndirect centres in libraries,colleges and high street shops. Workplace and home course take-up hastaken a back seat. Fewer than a quarter of last year's 571,000 learnerswere on industry-related courses. Most did IT skills. And the AdultLearning Inspectorate reported that the centres offered too narrow arange of courses.

Learndirect's telephone and internet helpline gets 25,000 telephone and82,000 internet queries to its 550,000-course database each week. Butits bigger role is as a course facilitator, with up to 600 specialistcourses, including programmes for the motor and retail industries. Akey task is reaching those who might not otherwise consider learning.Only a third of learners fell into this category last year, althoughnearly half had not previously gained level two qualifications(equivalent to five good GCSEs).

Brown's vision of a self-funding body with small employers queueing tobuy training for their underskilled workforce still seems some way off."A lot of people need to acquire IT skills, and we have had to meetthat market demand," says Ufi chief executive Ann Limb. "But thebusiness and management areas have started to grow hugely in the lastfew months. We've had to develop 10,000 learning hours in the lasttwo-and-a-half years."

Limb says that some big firms, such as Barclays and Nissan, haveestablished learndirect centres on their premises. "When Nissan inSunderland put a centre in their plant, they had 500 out of their 5,000staff sign up for an automotive training package within three weeks.People want what is convenient for them, and with computers they canchoose to do different parts of their course in different places.However, we still need a big push for workplace learning."

While learndirect's subsidy has fallen, it still relies on a £67mgovernment grant this year, including £12m to run and market thehelpline. And even when it doubles its learners by 2005, 70% will stillbe publicly funded, compared with 90% this year. "I don't thinkself-funding will happen immediately," Limb adds. "Our intention is tooperate the way many FE colleges operate, raising some of our ownincome, but with the government continuing to support specific groupsof learners."

Nor has she any qualms about sponsoring the next season of ITV's WhoWants to be a Millionaire to the tune of a million pounds, despite arecent tabloid fuss. "We're making the advertisements at the moment.They link earning and learning very clearly - and the row has actuallygiven us tremendous publicity."

Limb has been in post for just nine months. And learndirect does seemfinally to be returning to first principles by meeting the needs ofindustry. "People want courses relevant to their particular industry,"says Limb. "During the foot and mouth crisis, farmers wanted to learnhow to diversify. We developed a programme that is now used by over7,000 farmers. We're making learndirect universally for industry,rather than a university for industry. I think it will grow hugely andfulfil its original vision."

It may still prove to be an uphill struggle reclaiming that mission.

Conor Ryan was special adviser to David Blunkett when he was educationsecretary.
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Tim Phillips reports on the ups and downs of intensive courses.

'We would start at 9am, study for the equivalent of an office day, thentake a break for dinner, then have a "wrap session" in the evening". Sosays Andre Vaux, network development officer at West Oxford DistrictCouncil about his six-day voluntary incarceration at the hands of TheTraining Camp UK, a US-based IT trainer that practises "acceleratedlearning". Vaux was one of eight people on his course who wanted tominimise time out of the office, but still get an accredited ITqualification."If you wake up at 3am in Training Camp, instead ofworrying about your work, you can go into the lab and work it out foryourself," he says. "It is pretty intensive, not everyone's cup of teaat all. You need a lot of get-up-and-go."

If your get-up-and-go just got up and went at the idea of spending 70hours over six days immersed in the detail of computer networks (or 14days of round-the-clock learning to get a Microsoft MCSE -170 hours oftuition), consider the alternative. "To do my Cisco CCNA course wouldprobably take about 40 weeks if I was to do it in the usual way," Vauxsays, "I'm always very busy, but I wanted to further my career." Vauxfaced a problem that millions in the UK share: how can we acquire theright computer skills, at the right price, if our employers don't havea formal training programme? Vaux convinced his bosses to pay for hisqualification, but half of his fellow trainees were paying their ownway, investing their savings to earn a new career, or a promotion.

Whether the training is to make you a networking professional, orsimply a competent user, there's evidence that more employers then everare relying on staff to organise their own training. A survey releasedlast month by MORI, produced on behalf of training specialistKnowledgePool, found that we spend less time being trained at work thanwe spend ill in bed. More than two in five workers had received notraining in the last year. As a result, 31% of workers revengedthemselves on their employers: they admitted to lying or exaggeratingabout their skills - most frequently about technology skills.

But when it comes to acquiring those skills, a significant number ofemployees now prefer to organise their own learning. One third stillprefer to go on formal courses organised through work, but 19% nowprefer to study themselves.

There are risks to organising your own training though: "Choosingcourses can be very hit and miss. If you want to program in Java, forexample, you choose a Java course, but that might not get you furtherin your career if you don't have complementary skills. It's likegetting on any train that is going in the right direction, and hopingyou will get to your destination.

It's better to say, "I'm a junior analyst, I want to be a senioranalyst, what's the gap?" says Brian Sutton, chief educator at QAtraining. His company gives its students a training tool which uses theSkills Framework for the Information Age, a cross-industry frameworkthat shows what you need to know to do every job in the IT department."It provides a picture, like the picture on the box of a jigsaw. It'sthe trainee's job to put the pieces together," he says.

That might be a lot of pieces: a course that says you can program inJava doesn't show that you can work in a team of programmers forexample. Sutton sees many self-funded trainees taking the cheapestcourses, which they soon regret. "Training can be jolly expensive. Butkeeping the cost to a minimum is often a mistake."

Tech-Connect is a company that combines training with practical adviceon how to fund it. "Probably 40% or 50% of our trainees come to usthrough a [government sponsored] Career Development Loan," saysPriscilla Kheir, a director. The loans, up to £8,000, are made byBarclays, The Cooperative, Clydesdale and the Royal Bank of Scotland,and do not have to be repaid until you have finished a course and founda job: in the interim, the government pays the interest. The amount youcan borrow can include the cost of books, travel - even babysitters.

"An advanced course might take between six and eight months tocomplete, more if you have to train at weekends," she explains. "So inthe nicest possible way, we are hand-holding, it's a big risk to do acourse and change career." Sometimes, Kheir discourages people fromborrowing money to take courses that would be too ambitious. "It's notjust about getting people on to a course. It's about making sure theydo well on a course."

Training in basic IT skills has caused even more heartache for the UK'sself-starters this year. The government's individual learning accountsscheme, by which 2.5m people applied for grants, predominantly fortraining in basic IT skills, was suspended in November 2001 whenlarge-scale fraud from cowboy trainers was uncovered. Until it isreplaced, many computer novices have to find our own courses, anddecide which ones are worth the cash. Terry Watts, chief operatingofficer at cross-industry body e-Skills UK, recommendsnationally-recognised qualifications like the European Computer DrivingLicense, which will be recognisable on a CV. 'It's hard to spot whichones matter, so in the first instance I'd go to the local college ofFurther Education and see what courses they have to offer,' he advises.James Golfar, development director at Internet Exchange, a network of36 venues offering access to the internet in the UK, either based inthe high street or in libraries, recommends having a long-term goal:the 40,000 people his company trained last year had access to a mentorwho would create a training plan. "More than 85% of individuals who aredoing IT training are doing it to get a better job ... You need atrainer who will deliver training against a clear certificationroute."

And Henry Stewart, managing director of Happy Computers, whose traineeswork for companies from Starbucks to the cabinet office, advises younot to be lured by e-learning on the internet if you are forced totrain with your own time and money. "There's a lot of hype arounde-learning, but you have to be pretty dedicated to make it work.E-learning works brilliantly as part of a bigger training programme,but unless you are incredibly self-motivated it's not all you need."His advice: be prepared to spend a little more, and go to a companythat is accredited by the Institute of IT Training: "If it isn'taccredited, you have to ask yourself why."

If training yourself seems risky, expensive and time-consuming, it hasone important benefit: in-house training often doesn't give youcertifications that will be recognised by your next employer. Beforejoining e-Skills UK, Watts spent 14 years at IBM. Today, despite havingbeen an IT director, he doesn't have a single cross-industrycertification from his training.

Perhaps the best route is to convince your boss to pay for your course,as Vaux did in West Oxford. At Tech-Connect, Kheir has a line that sheuses on behalf of her students. "Employers worry they will train theirstaff, and then the staff leave. I say, imagine what it will be like ifyou don't let them train, and they stay."

Skills Framework for the Information Agewww.e-skills.com/sfia/Institute of IT Trainingwww.iitt.org.ukGovernment information oncareer development loans 0800 585 505
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'We would start at 9am, study for the equivalent of an office day, thentake a break for dinner, then have a "wrap session" in the evening". Sosays Andre Vaux, network development officer at West Oxford DistrictCouncil about his six-day voluntary incarceration at the hands of TheTraining Camp UK, a US-based IT trainer that practises "acceleratedlearning". Vaux was one of eight people on his course who wanted tominimise time out of the office, but still get an accredited ITqualification."If you wake up at 3am in Training Camp, instead ofworrying about your work, you can go into the lab and work it out foryourself," he says. "It is pretty intensive, not everyone's cup of teaat all. You need a lot of get-up-and-go."

If your get-up-and-go just got up and went at the idea of spending 70hours over six days immersed in the detail of computer networks (or 14days of round-the-clock learning to get a Microsoft MCSE -170 hours oftuition), consider the alternative. "To do my Cisco CCNA course wouldprobably take about 40 weeks if I was to do it in the usual way," Vauxsays, "I'm always very busy, but I wanted to further my career." Vauxfaced a problem that millions in the UK share: how can we acquire theright computer skills, at the right price, if our employers don't havea formal training programme? Vaux convinced his bosses to pay for hisqualification, but half of his fellow trainees were paying their ownway, investing their savings to earn a new career, or a promotion.

Whether the training is to make you a networking professional, orsimply a competent user, there's evidence that more employers then everare relying on staff to organise their own training. A survey releasedlast month by MORI, produced on behalf of training specialistKnowledgePool, found that we spend less time being trained at work thanwe spend ill in bed. More than two in five workers had received notraining in the last year. As a result, 31% of workers revengedthemselves on their employers: they admitted to lying or exaggeratingabout their skills - most frequently about technology skills.

But when it comes to acquiring those skills, a significant number ofemployees now prefer to organise their own learning. One third stillprefer to go on formal courses organised through work, but 19% nowprefer to study themselves.

There are risks to organising your own training though: "Choosingcourses can be very hit and miss. If you want to program in Java, forexample, you choose a Java course, but that might not get you furtherin your career if you don't have complementary skills. It's likegetting on any train that is going in the right direction, and hopingyou will get to your destination.

It's better to say, "I'm a junior analyst, I want to be a senioranalyst, what's the gap?" says Brian Sutton, chief educator at QAtraining. His company gives its students a training tool which uses theSkills Framework for the Information Age, a cross-industry frameworkthat shows what you need to know to do every job in the IT department."It provides a picture, like the picture on the box of a jigsaw. It'sthe trainee's job to put the pieces together," he says.

That might be a lot of pieces: a course that says you can program inJava doesn't show that you can work in a team of programmers forexample. Sutton sees many self-funded trainees taking the cheapestcourses, which they soon regret. "Training can be jolly expensive. Butkeeping the cost to a minimum is often a mistake."

Tech-Connect is a company that combines training with practical adviceon how to fund it. "Probably 40% or 50% of our trainees come to usthrough a [government sponsored] Career Development Loan," saysPriscilla Kheir, a director. The loans, up to £8,000, are made byBarclays, The Cooperative, Clydesdale and the Royal Bank of Scotland,and do not have to be repaid until you have finished a course and founda job: in the interim, the government pays the interest. The amount youcan borrow can include the cost of books, travel - even babysitters.

"An advanced course might take between six and eight months tocomplete, more if you have to train at weekends," she explains. "So inthe nicest possible way, we are hand-holding, it's a big risk to do acourse and change career." Sometimes, Kheir discourages people fromborrowing money to take courses that would be too ambitious. "It's notjust about getting people on to a course. It's about making sure theydo well on a course."

Training in basic IT skills has caused even more heartache for the UK'sself-starters this year. The government's individual learning accountsscheme, by which 2.5m people applied for grants, predominantly fortraining in basic IT skills, was suspended in November 2001 whenlarge-scale fraud from cowboy trainers was uncovered. Until it isreplaced, many computer novices have to find our own courses, anddecide which ones are worth the cash. Terry Watts, chief operatingofficer at cross-industry body e-Skills UK, recommendsnationally-recognised qualifications like the European Computer DrivingLicense, which will be recognisable on a CV. 'It's hard to spot whichones matter, so in the first instance I'd go to the local college ofFurther Education and see what courses they have to offer,' he advises.James Golfar, development director at Internet Exchange, a network of36 venues offering access to the internet in the UK, either based inthe high street or in libraries, recommends having a long-term goal:the 40,000 people his company trained last year had access to a mentorwho would create a training plan. "More than 85% of individuals who aredoing IT training are doing it to get a better job ... You need atrainer who will deliver training against a clear certificationroute."

And Henry Stewart, managing director of Happy Computers, whose traineeswork for companies from Starbucks to the cabinet office, advises younot to be lured by e-learning on the internet if you are forced totrain with your own time and money. "There's a lot of hype arounde-learning, but you have to be pretty dedicated to make it work.E-learning works brilliantly as part of a bigger training programme,but unless you are incredibly self-motivated it's not all you need."His advice: be prepared to spend a little more, and go to a companythat is accredited by the Institute of IT Training: "If it isn'taccredited, you have to ask yourself why."

If training yourself seems risky, expensive and time-consuming, it hasone important benefit: in-house training often doesn't give youcertifications that will be recognised by your next employer. Beforejoining e-Skills UK, Watts spent 14 years at IBM. Today, despite havingbeen an IT director, he doesn't have a single cross-industrycertification from his training.

Perhaps the best route is to convince your boss to pay for your course,as Vaux did in West Oxford. At Tech-Connect, Kheir has a line that sheuses on behalf of her students. "Employers worry they will train theirstaff, and then the staff leave. I say, imagine what it will be like ifyou don't let them train, and they stay."
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When have you been untruthful about your skills?

In an interview 16%

On your CV 11%

To a client/customer 7%

To a senior member of staff 6%

To a junior member of staff

4%

How many training days have you had in the past year?

21+ 4%

16-20 2%

11-15 4%

6 to 10 14%

1 to 5 31%

None 4 4%.
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Today: Commons: Questions on Culture, Media and Sport, Church Commissioners,Public Accounts Commission and Speaker's Committee on the ElectoralCommission. Export Control Bill, Lords amendments. Debate on Single EuropeanSky. Lords: Nationality, Immigration and Asylum Bill, second reading. Townand Country Planning (Major Infrastructure Project Inquiries Procedure)(England) Rules.

Tomorrow: Commons: Foreign Office Questions. Debate opened by Tories on"crisis in the care homes sector". Debate opened by Tories on "crisis inZimbabwe". Short backbench debate on drug-free methods of managing asthma.

Lords: Proceeds of Crime Bill, report. Debate on contiguous cull policyduring foot-and-mouth epidemic.

Wednesday: Commons: International Development Questions. Questions to thePrime Minister. Tax Credits Bill, Lords amendments. Short backbench debateon development of Brightlingsea shipyard. Lords: Education Bill, report.Public Services (Disruption) Bill, committee.

Thursday: Commons: Environment, Food and Rural Affairs Questions. Estimatesdebates on Public Private Partnership for London Underground and individuallearning accounts. Short backbench debate on international violations oftrade union rights. Lords: Employment Bill, third reading.

Friday: Commons and Lords: Not sitting.

(c) Times Newspapers Ltd, 2002.
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Commons: 11.30am Environment, Food and Rural Affairs Questions;estimates debate on Public Private Partnership for London Underground;estimates debate on individual learning accounts; short backbenchdebate on international violations of trade union rights.

Westminster Hall: 2.30pm Debate on Science and Technology Committeereport on Research Assessment Exercise.

Lords: 3pm Industrial and Provident Society Bill, third reading;Employment Bill, third reading; Regulation of Investigatory Powers(Interception of Communications: Code of Practice) Order; DefenceMinistry's Skill Force pilot schemes.

www.parliament.uk
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State secondary schools are likely to be the big winners in the spending review, and the biggest players already in the £5bn-a-year outsourcing market will benefit, writes Jim Kelly. 

But the markets in supply teaching, construction and IT are also set to gain. 

However, being a big government client does have its dangers. In the last year, several spectacular scandals in the education sector have been blamed on private sector operators - operators with little option but to carry the can. 

The failure of Individual Learning Accounts hit Capita's shares, a supply teacher scandal was blamed on TimePlan, a staff recruitment agency, and Edexcel was publicly pilloried over exam failures. 

In each case the government was quick to point the finger at the private sector, or even at not-for-profit companies. This will not stop a growing range of companies investing heavily in education. Capital Strategies put the value of the outsourcing market alone in 2000 at £2.5bn - forecast to rise to £5bn in a few years. 

Outsourcing is dominated by companies with a broad portfolio covering several markets - such as Serco, Amey, Capita, Tribal Group, WS Atkins, RM and Nord Anglia. School transport alone is valued at £570m a year, back-office support at £900m, and providing IT managed-services at £480m. 

The spending review will see immense resources poured into the expansion of specialist schools and, taken with the delegation of budgets to the local level, headteachers will have more to spend on a wide range of such services. 

In supply teaching and recruitment Capita, Select, TimePlan, Hays and others will continue to meet an acute need. Expansion of teaching posts is still well short of the supply of qualified teachers. 

Arguably the most interest, and the most long-term potential, is in two areas - private sector management of schools and local authority education services, and online learning. New opportunities for companies to run schools will be backed up with cash in the spending review. But more than in any other part of the market this is likely to benefit companies with a track record, such as Nord Anglia, Cambridge Education Associates, 3E's Enterprises, CfBT and The Church Schools Company. 

Another growth market - but the one suffering birth pangs - is the provision of software for online digital learning. A row is going on about the government's plans for £300m of public money to back a BBC-led development of the digital curriculum. Companies fighting for a bigger share include Channel 4, Granada Learning, HarperCollins, Pearson - owner of the Financial Times - Reed and RM. 
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City - Mystery ailment strikes New Labour favourites With order books bulging, support services ...
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City - Mystery ailment strikes New Labour favourites With order books bulging, support services companies should be booming. So why are their shares collapsing, asks Alistair Osborne.

Next week our Iron Chancellor will show his true mettle. He delivers his Comprehensive Spending Review, bunging billions of taxpayers' money at schools, hospitals, roads and railways - the public services on which the Government will fight the next election.

Who will be the main private sector beneficiaries of Gordon Brown's largesse? Step forward Capita, Serco, Jarvis, Amey and WS Atkins, the outsourcing and private finance initiative (PFI) specialists. Why then are their share prices in freefall?

These are the City's Brown-nosers, smart enough to spot a wall of money when they see one and to pally up to the Government and local authorities.

Hey, they say, give us a 20-year supply of spondulicks and we'll build you that school, maintain the buildings, feed the kiddies and take the rubbish away. You fix the price, and we'll take the risk.

If we get it wrong, we pick up the bill, not the taxpayer. Get it right and we can show the City 20 years' money, enough to fund the bid and construction costs and still leave 15pc annual returns.

That, at least,is the theory, and out of this pact the snappily-named support services sector roared ahead. Paris Moayedi, the Jarvis chief executive, says if he had to invent a company for New Labour, he'd invent Jarvis.

These companies are not household names, but they touch all our lives. Capita, the Big Brother of the sector in more ways than one, does not do PFI (more of which later), but is the outsourcing king.

It collects the television licence fee, is Mayor Ken Livingstone's co-driver for his madcap congestion charges for London and knows more about your neighbour than you do - it runs the Criminal Records Bureau.

Serco operates the Docklands Light Railway and has no excuse for late trains because it also manages the National Physical Laboratory, home of the speaking clock. Then there are its trams in Manchester, schools in Bradford and Walsall and the Norfolk and Norwich hospital.

Jarvis, Amey and WS Atkins will modernise the Tube - if Mayor Ken cannot stop them. Jarvis is best known lately as the maintenance contractor at the centre of the Potters Bar rail crash inquiry, but is also the UK's biggest provider of serviced university digs.

Others are smacking their lips at Gordon's brownies, such as AMEC, Laing and Carillion, which, like Jarvis and Amey, have hatched from construction groups to become shiny service companies. Then there are Hays and Rentokil Initial.

Says Tim Stone, the PFI specialist at accountants KPMG: "The biggest issue for the next election is the capacity of the private sector to deliver. There's so much work, these guys will be going flat out. The shares should be going gangbusters."

Instead, Capita is half the price it was six months ago, Serco two-thirds lower than last autumn, Jarvis has halved in three months and Amey is down three-quarters since January. In the past fortnight selling has been frenzied.

Where analysts once purred about long order books and visible earnings, all the talk today, post-Enron, WorldCom and Vivendi, is of questionable accounting, poor free cash-flow and opaque joint ventures. Not to mention the political risk of dealing with the Government that nicked Railtrack.

Potters Bar has done for Jarvis shares, but it is Amey which is at the centre of the sell-off and is widely blamed for what Stone calls "collateral damage" to the sector.

Amey is run by the affable Brian Staples, who enjoyed 15 minutes of fame at United Utilities for his extra-mural activities with the chairman's secretary. When in March he adopted the Urgent Issues Task Force guidelines for bid costs and restated the accounts, he thought he was out-prudencing Gordon.

Instead, Amey's cack-handed presentation, turning £55m "profits" into £18m losses, had investors running for the hills.

Amey decided to write off bid costs as incurred, such as the chunky ones for the Tube. Previously, once it was made preferred bidder on a project, it deferred or capitalised them. It added that it would now recognise fee income only when it delivered the asset.

But if this could cause a £70m profits swing, what else was going on? In today's ultra-suspicious markets, analysts trawled through the accounts, suddenly worrying about the lack of free cash, despite the near £5 billion order book.

They found short-term profitability too reliant on completing the Tube deal and worrying PFI joint ventures, such as the Croydon Tramlink, to which they had previously paid too little attention. Now some fret that Amey could go bust.

Says Staples: "If you think about it what could possibly make Amey go bust? We have a robust suite of long-term contracts that are performing profitably and generating cash."

The joint ventures are the key difference between Capita, which eschews PFI, and companies like Amey, Serco and Jarvis. For the PFIers, each contract involves a joint venture, such as Amey's 20pc of Modus, which provides IT and catering for the Ministry of Defence in Whitehall.

These joint ventures are not off-balance-sheet, like those that brought down Enron, but neither are they transparent. Companies' shares of joint-venture revenues and liabilities are in the accounts, but little else about them.

Says Jaime Brandwood, an analyst at HSBC: "Serco's got more than 10 joint-ventures in the UK. You have to go to Companies House to get the accounts for each one if you want to reassure yourself how they are performing."

Staples says: "All of our joint ventures are non-recourse to Amey. The reason you can gear some of them up 92pc is that bankers are looking through something like Modus to the income stream behind it coming from the MoD."

But investors are taking nothing on trust, even the order book. Some worry that Staples is buying business at thin margins.

He counters: "There's so much business out there and the competition is so limited I would have to go totally bloody insane to be buying it. I may be a lot of things but I haven't got to that stage yet." Still, he adds: "We are all worried about what's happening because frankly we don't understand it."

The easiest explanation is the bear market. All these companies had highly rated shares, which have fast gone out of fashion.

At its 12-month peak of £5 a share, Capita, which yesterday tried to reassure the market over its accounting, traded on a historic multiple of 64 times, before goodwill. On forecasts of £97m profits, the prospective multiple was 49 times.

Says one old City hand: "When you're on 60 times earnings, there's only one way the shares are going." Even at today's price, the prospective rating is 24 times - a one-third premium to the market.

Ric Piper, the WS Atkins finance director, is relatively sanguine. "To some extent, what we are seeing is the sort of market correction all sectors go through at some stage."

Grant Chum, analyst at UBS Warburg, adds another reason: "The market is valuing near-term free cash flow much more highly than growth and investment for growth." Companies which incur big upfront costs in the hope of big future rewards now look much less attractive.

Then there is political risk - as Mr Moayedi is now discovering. High-profile public sector contracts bring high-profile risks. Capita emerged relatively unscathed from the individual learning accounts fiasco, but Amey, Jarvis and WS Atkins would be hit hard if they caused a disaster on the Tube.

Ironically, the Public Accounts Committee chose this week to warn that state bodies were being ripped off by the private sector.

Edward Leigh, the Tory MP who chairs the PAC, said over £100 billion of public funds were committed to PFI projects but "the approach of many authorities to managing their contracts is seriously deficient".

So returns may tighten and risks increase, but KPMG's Stone remains bullish. "Noise has taken over from fundamentals," he says. "It's the best buying opportunity I've seen in years."
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ROD ALDRIDGE has been building up Capita for more than 20 years. He wasclearly not amused by the rumours that had begun to circulatesuggesting that the company might be about to reveal Amey-stylerevisions to its accounts. The statement that he released yesterdayleft no room for equivocation in its staunch defence of Capita'saccounts and the promise that there would be no nasties to come outwith the interim results in a couple of weeks, only good cheer.

The accounting scandals emerging in the United States have bred aclimate of fear on this side of the Atlantic. In their indiscriminatepanic, investors have taken the view that companies dealing with thepublic sector are to be treated warily. But Capita is a very differentbusiness to Amey. Aldridge, a former local authority accountant, hasmade his fortune by bringing best commercial practice to public sectorclients.

He remains capable of being amazed by the inefficiencies that he isasked to rectify. When Capita took over the administration of theTeachers' Pension Fund, for instance, the first step was to computerisethe contents of the 14 miles of filing cabinets which it had relied onfor information. The system, as such there was, provided plenty ofexercise for the staff but was hugely and unnecessarily costly.

The demand for outsourcing services such as this is growing and,whatever the contents of Monday's Comprehensive Spending Review, it islikely to provide more impetus towards the public sector usingbusinesses such as Capita.

The company had something of an embarrassment last year when theGovernment's scheme to encourage training through Individual LearningAccounts had to be halted. Capita had been operating the scheme whichhad, it transpired, provided a useful source of income for a variety offraudsters. But that incident has not stopped Capita picking up agrowing number of contracts in the education field, as the Governmentturns to the private sector to deal with failing schools and to operateexamination systems. And Aldridge insists that Capita could pass anaccountancy exam with full marks.

(c) Times Newspapers Ltd, 2002.
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Capita, the support services group, yesterday sought to reassure investors about its accounting policies, as it reported a 38 per cent rise in first-half pre-tax profits. 

They rose from £21m to £29m in the half to June 30, driven by a record level of large contract wins over the past two years. Turnover was up from £323m to £391.2m. However, the shares fell 2p to 260p. 

Paul Pindar, chief executive, said Capita's accounting was more prudent than allowed under the relevant accounting standards. This was demonstrated, he said, by the fact that it wrote off a range of costs, which, under the standards, it would be allowed to capitalise. 

Consequently, "several million pounds worth of expenses will be written off in the current year, which under the accounting standards we would be eligible to capitalise". 

Capita also sought to reassure investors on its capital expenditure, which in the first half almost doubled from £15.5m to £30.4m. 

Mr Pindar said the high level was because of the start-up of two contracts - its £400m project to set up and run the Criminal Records Bureau and the £280m contract to administer London's congestion charging scheme. 

He said the level of capital expenditure should fall from an estimated 7 per cent of turnover this year - against 4 to 5 per cent in each of the past five years - to less than 4 per cent in 2003, as many of the contracts in its bid pipeline were less capital-intensive. If London's congestion charging scheme - expected to generate a 20 per cent return on capital - was deferred or stopped then Capita would recoup its expenditure. 

Mr Pindar added that the CRB anticipated meeting its performance target of turning round nine out of 10 applications in three weeks by the end of the summer. 

The group was also in "harmonious conversation" with the government regarding a successor to the Individual Learning Accounts project that was suspended last year. 

Mr Pindar said turnover growth would accelerate in the second half - from 21 per cent in the first half - to enable the group to meet a forecast 30 per cent increase in full-year turnover to £895m. Capita has won large contracts worth £1.1bn so far this year, surpassing the £744m of large contract work secured in the whole of 2001. 

The group also said it was moving into life and pensions administration outsourcing through a partnership with Lincoln Financial. 

An interim dividend of 1p (0.75p) is payable from earnings of 2.61p (1.91p). Lombard, Page 24 
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As the barriers between private and public sector management continueto come down, smart people should try looking on both sides of thefence, says Richard Williams

IT'S official: jobs are hard to find. Manpower's quarterly survey ofemployment prospects shows that the market, in London at least, is atits weakest for this time of year since 1993. If you're looking for ajob, you may find it harder than you expected even to get aninterview.

If you've been employed for a while, your jobseeking skills may needsharpening. It's worth going back to basics to ensure you're making themost of the opportunities. Here are seven ways to try to jump-startyour job search.

1. Switch sectors. More people move from the public to the privatesector than vice versa. But there is an increasing public-sector demandfor people with private-sector experience. Nicky Oppenheimer of theheadhunter Odgers Ray & Berndtson says: "My clients tend to be the HomeOffice, Inland Revenue, Customs and Excise. They want to interview thebest people, wherever they come from."

Switching sectors is good experience and adds to your value on the jobmarket. Says Oppenheimer: "Senior civil-service jobs are demanding andcomplex. For any top-level job, a CV should demonstrate an ability tocope with complexity. To be really well rounded, it should include timespent in the civil service."

Assessment and recruitment procedures are rather different for all butthe top jobs in the public and private sectors. Applying for apublic-sector job, you need to fill in application forms, takepractical and psychological tests, and face an interview panel. Somedifferences in culture may take getting used to. Find someone who worksin your target sector or organisation, and have a chat with them.

2. Network harder. Especially if you are looking for a job in theprivate sector, use your network to the full. The career-managementorganisation Proteus specialises in the private sector, and Dan Dyas,one of its consultants, says 19% of the people it deals with find theirnext job through advertisements. But it recommends trying theunadvertised job market, and says 81% of those who follow its simplerules find their next job this way.

These rules include making lists of contacts, prioritising them, makingthe calls, asking for advice, keeping records, following up, andexpanding your network. It's important to be systematic to getresults.

3. Work for charity. As charities have become more professional,salaries have improved and are beginning to be comparable with those inthe private sector. On the marketing and fundraising side, charitiesare looking for the same skills as in the commercial world:negotiating, persuading and relationship skills, and brand awareness.It can be a great relief not to be obsessed with market value andshareholder accountability.

Barrie Skilling of Cedar International, a strategic HR consultancy,recommends those considering moving to a charity to do their researchand preparation carefully. Working For A Charity (WFAC) is a trainingorganisation that offers courses, and its website is a good place tostart.

4. Targeted letters. If you have a role that is easily definable andflexible, for example marketing or sales, you could try writing andsending hundreds of targeted letters. One jobhunter with the Proteusorganisation says: "I was getting little interest from the headhuntersso I decided to send out letters on a massive scale. I started sendingdozens a day - 1,203 over a six-week period. This resulted in 16interviews and five job offers. One was as a sales director, which Iaccepted."

5. Become a consultant. You may be able to get started by usingprevious contacts, but there are various firms that will train you inidentifying opportunities, developing proposals, and in presentationand selling skills. They will also provide a ready-made network so thatyou can access whatever skills are needed by the client. And they willoffer you some introductions to get you started.

Allan Bouglas has been offering this service through ADTI Consultingsince 1997. He advises: "Identify your skills and what you like doing.Consultancy provides a rare opportunity to align your personal andbusiness goals." ADTI Consulting charges £6,000 to join its consultancynetwork for a year, £100 for each introduction, and 10% on earningsfrom projects.

6. Increase your skills. Your local Skills Training Council can giveyou details of adult education courses. The government will fundindividual learning accounts worth at least £150 for everyone. If thereis a weakness in your skills or CV, you should be able to fix it, andgain a qualification. Computer courses are a popular choice, butbrushing up a rusty foreign language also helps.

Career-development loans are available at special interest rates and ondelayed repayment terms. The classic way of taking your career to thenext level used to be to take a diploma in management or MBA. This isstill worthwhile, but no longer a guaranteed passport to a job.

These courses are now available as distance-learning, so that you canwork at your own pace, starting and finishing when you like, withouthaving to attend a college. But you might miss one of the main benefitsof the MBA course: the relationships forged with fellow students couldform a useful network in your future career.

7. Re-train. Now is your chance to do what you always wanted to.Vocational courses, such as teachers' training, are an obvious example.Teaching is an attractive option for those with school-age childrenseeking a better work/life balance, as you get to see more of them,both during term and holidays. And in the current climate, secondaryteachers in some subjects have the closest thing possible to guaranteedemployment.

Graduates can take a one-year course to attain qualified teacherstatus. Not only is tuition paid for, but there is a £6,000 trainingbursary available. Education authorities are crying out for secondaryteachers in priority subjects such as maths, science, modern languages,design and technology, IT, music, religious education and geography.Trainees over 25 can apply for further grants of up to £7,500, and forsome subjects there is even a "golden hello" of £4,000 at the start ofyour second year of teaching.

So if your regular trawl through the appointments pages doesn't seem tobe working, explore these seven options and you could jump the jobqueue.

proteusconsultancy.com

wfac.org.uk

jobsincharities.co.uk

adti.co.uk

lsc.gov.uk

dfes.gov.uk
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The government needs to become a vastly better purchaser from the private sector if it wants to achieve its aim of transforming services according to Rod Aldridge, executive chairman of Capita, the services company. 

"Many public sector bodies lack the capacity to be effective procurers and to manage public private partnerships well," he says, writing in today's Financial Times. 

His warning comes two years after the government created the Office for Government Commerce to improve public procurement and follows a string of high-profile failures ranging from PFI procurement and management to more conventional partnerships. Capita has run a string of successful projects, but was recently criticised for its role in running the government's flagship £260m individual learning accounts programme which became subject to fraud and was suspended. It also runs the Criminal Records Bureau contract where deadlines on criminal record checks for those working with children and the elderly have had repeatedly to be put back as huge backlogs built up. 

But a Commons education committee report, while unhappy with Capita's performance over ILAs, was deeply critical of ministers and the employment department, saying they failed to draw up the contract properly or spell out what was expected from Capita. 

The Public Accounts Committee this week also attacked public management of projects ranging from the Millennium Dome to the failed benefit swipe card and the Passport Agency's recomputerisation. 

Writing in the Financial Times, Mr Aldridge acknowledges that the private sector too needs to change and accept new accountabilities to the public for partnerships to work. 

But he says civil and public servants need far better training in procurement skills, need to set realistic targets and have better management skills. Mr Aldridge says that top civil service posts should only be open to those with operational and management experience and that the public sector needs "a new cadre of public service leaders who can do work across the public, private and voluntary sectors". Personal View, Page 17 
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Nic Hopkins reports on how the Government has squandered millions ofpounds on tech contracts

THE voice of Martin Barnes betrayed more than a hint of exasperation ashe tried, time and again, to count the human cost of yet another delayto a government IT contract.

Barnes, a director of The Child Poverty Action Group, was swamped withphone calls yesterday after it emerged that a long-awaited computersystem for the Child Support Agency (CSA), already five months overdue,may not be in operation until this time next year.

Costs on the project had already run more than £50 million over thebudget of £200 million, reports said.

The system, which is ultimately expected to simplify and hastendecisions on support payments by absent parents, was developed by aprivate consortium led by EDS, the US computer services group, underthe Private Finance Initiative.

"We haven't a clue when the new system is coming in. Meanwhile,children in the poorest families receiving income support are losing£10 for every week this project is delayed," Barnes says.

The suffering among Britain's poorest children as a result of the delaymay well be heavy. Equally, the damage it has done to the Government'sreputation for handling IT contracts is severe.

In the past three years government departments are estimated to havewasted £1.1 billion on IT contracts that, at best, have beensubstantially more expensive than first planned. At worst, they havebeen scrapped, often leaving the taxpayer with a bill running into tensof millions of pounds.

Among the worst examples was the creation of a benefits card paymentsystem by ICL Pathway, which was ultimately scrapped at an estimatedcost of £571 million to the Post Office and £127 million to the DSS.Other embarrassments include the creation of a computer system for thePassport Agency, which was delayed and cost £12.6 million to fix, whilethe air traffic control centre at Swanwick opened in January six yearsafter it was due and £120 million over budget.

On the back of these repeated failures, the Government is about to handout the largest such contract yet. The Inland Revenue has invitedtenders for a joint contract to operate the merged tax and nationalinsurance recording systems, worth an estimated £5 billion over tenyears.

The size of the contract has exposed a key problem for Whitehall whenhanding out such contracts. Competition is rare because only a handfulof companies are able to design, implement and service the vast systemsneeded to run large departments.

Already, potential bidders for the Inland Revenue contract are said tobe reluctant to take part in the tender process because they believethe contract will go automatically to the incumbents, EDS andAccenture. Their fears are justified, with research showing that 97 percent of contracts are retained by incumbents.

The Office of Government Commerce (OGC), which controls stateprocurement, says the UK market for public sector IT contracts iscomparable with the US, where a report by analysts at The StandishGroup shows 31.1 per cent of IT projects will be cancelled before theyare completed.

The Standish Group study also shows that 52.7 per cent of government ITprojects will cost 189 per cent of their original estimates. "The costof these failures and overruns are just the tip of the iceberg," thestudy says. "The lost opportunity costs could easily be in thetrillions of dollars."

A spokesman for the OGC, which was set up to reduce Whitehall'sspending by £1 billion by the end of 2002-03, admits there is a need toimprove the way departments manage their IT contracts.

Industry observers are far less kind. "The IT industry has theGovernment over a barrell," one analyst, who asked not to be named,says. "Whitehall can talk all they want about improving the situation,but they'll get nowhere."

While government IT contracts account for about 30 per cent of thehigh-tech industry as a whole, barely a month goes by without more newsemerging of a project that has gone off the rails.

Richard Holway, a director of Ovum Holway and one of the leadinganalysts of Britain's IT services sector, says government contracts runinto trouble most often because the public servants charged withmanaging them hand all control over to the contractors.

"Think of it as like a person having a new kitchen fitted. They theywould usually outsource it, but they wouldn't let the tradesmen choosethe colour of the cabinets and the style of the tiles."

EDS used that reason for the delays in launching the CSA computersystem. The company said the system was complete and undergoing testingbut also "highly complex and more sophisticated than anticipated due toa change in government requirements".

Amanda Lewis, a partner at the law firm Berwin Leighton Paisner, whohas worked on more than 100 government IT contracts, says that isprecisely the reason taxpayers usually carry the cost of contracts thathave run over budget, rather than the companies carrying them out.

"It is hard to make the company take responsibility for delays and costoverruns after the Government changes its mind and says it wants onething when it originally asked for something different," she says.

This factor is exacerbated by the "unusually intricate" nature of largepublic sector IT contracts, as well as the Government's policy to pushits departments on to the internet "purely for the sake of it".

Lewis adds: "The difference between Government and the private sectoris that companies have a simple goal when they offer an IT contract -they want to improve their bottom line.

"The Government says it wants to have an appropriate level of servicesonline by 2005, but there is no clear business benefit, no clear reasonwhy they're doing it."

Lewis is also a critic of the public sector culture that encouragesmanagement by committee. "In the public sector, you are not usuallygiven any incentive for making decisions. People who go into the publicsector don't do so because they're great managers."

Recognising that without better management there will be noimprovement, the Government is setting up programmes to show publicservants how to make executive decisions and to explain the nuances ofthe IT market.

But a spokesman scotched any hope of an immediate improvement. "Thereare no quick fixes, and it would be reckless to predict otherwise."

System Failure

Project Contractor Budget Outcome

1999

Benefits card payment system ICL Pathway £1 billion £698 million beforebeing scrapped

Passport Agency IT system Siemens £230 million £12.6 million overbudget

Swanwick air traffic control system Lockheed Martin £350 million £120million over budget

2001

NI Payment System 2 Accenture £170 million Estimated at £90 millionover budget

Probation Office's IT systems Bull Inform'n Systems £85 million £35million over budget

Asylum seekers processing system Siemens £80 million On budget,"flawed", scrapped

2002

Individual Learning Accounts Capita £50 million £93 million overbudget, scrapped

Child Support Agency EDS £200 million £50 million over budget

Source: Computing Magazine
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Anonymity is attractive asset for Capita, says Jon Ashworth.

CAPITA likes to describe itself as the most boring company in the FTSE 100.It once won a "most boring company" award and has it on display at its headoffice in Victoria Street, London, opposite the Army & Navy store.

Capita is not so much boring as anonymous. Millions of UK homeowners dealwith the company every day without even realising it. Capita collects yourtelevision licence fee, sends out council tax reminders, generates pensionstatements and deals with household insurance claims - all in someone else'sname.

Anonymity is useful when it comes to Capita's less attractive tasks. Itchases late-payers, ultimately sending in the bailiffs when all else hasfailed. It employs the insurance loss-adjusters who come snooping round yourhouse. From next year, it will chase up all those £5 payments from motoristsdriving into Central London.

Capita runs the Criminal Records Bureau, currently dominating headlinesafter running into huge problems processing a backlog of teachers and otherswho need clearance to work with children. It suffered a similar run of badpublicity over its work administering the Individual Learning Accountstraining scheme, shut down last year after losing millions of pounds to"multiple" applicants. MPs criticised Capita for not doing more to highlightproblems with the scheme.

However, it could be worse. Two higher-profile blunders - the bungled HomeOffice immigration system and processing delays in the Passport Agency -were the work of Capita's competitor, Siemens Business Services.

Rod Aldridge, Capita's founder and chairman, accepts that Capita is not acompany that naturally attracts sympathy. "We do difficult things," he says.People don't like paying for their television licence, but if you're payingfor it and I'm not, you ought to be angry about that."

Aldridge accepts that Capita could do more to manage its external publicrelations. "We are a company that does a lot of things that affect people'slives," he says. "The Criminal Records Bureau has been one of the contractsthat's hit the headlines, but people don't understand the issues behind itand probably don't really want to.

"Some of the things we are doing are obviously trying to modernise publicservices and the engagement of the private sector is a topic which a lot ofpeople have views on. What they ought to think about is: what is thealternative? You and I are overpaying for certain services where there's acrying need for more teachers, more social services, more frontline staff.You've got 407 local authorities that all send out a council tax bill. Thatcannot be efficient."

Capita collects council tax for about 20 local authorities. The company hasbuilt UK bridgeheads - IT processing, human resources "factories" andcustomer contract centres - to position it for future growth. ThereareCapita "multi-service" centres in Glasgow, Carlisle, Darlington,Blackburn, Liverpool, Norwich, Basingstoke and Bristol, and many morespecialist centres dotted around the UK.

Aldridge says: "I can go into almost any organisation and say, 'I can lookafter your back office, your IT, your HR, your finance and your customercontact centre'."

Capita's critics and admirers agree on one thing: few companies have grownso big, so quickly. In 1987, Capita had four major clients and 33 employees.Today, it employs 16,500 and has annual sales of £700 million. Its shareprice soared from 12p in the mid-1990s to 600p at the height of the stockmarket bubble.

Even at Friday's closing price of 287p, the company is capitalised at £1.9billion. With a stake of nearly 3 per cent, Aldridge is sitting on a £60million fortune.

Capita focused initially on taking over functions for local authorities andother public bodies, but the ratio has skewed. While observers focus on"public" areas such as television licensing and screening teachers, thecompany is at pains to show that its business base is altogether morediverse. Some 44 per cent of Capita's business is in the private sector andthe company is not overly dependent on any one source of income. Even itsBBC contract, worth £500 million over ten years, represents only 3 per centto 4 per cent of revenues.

Aldridge says: "There's a huge underpinning of the numbers. We've got seventen-year contracts and one 15-year contract. We've got about 150 majorcontracts and a whole raft of contractual relationships, all underpinned bya massive client base. We've got somewhere around 25,000 differentcustomers."

An inevitable wave of publicity will accompany next year's launch of theLondon congestion charging scheme. As a project, it provides a good exampleof how Capita goes about its business. Transport for London sets the rules;Capita collects the revenues. It will run a call centre dealing withinquiries and oversee a network of outlets where motorists can pay thecharge.

Aldridge sees this as the beginnings of a huge potential business forCapita. Durham, Nottingham and Milton Keynes are all considering congestioncharging. Expand this to include motorway tolls and other aspects oftransport management, and the potential UK market for such services couldrun to £6 billion. Capita's "model" for overseeing the London congestioncharge can be easily transferred to other cities.

The London contract alone is worth £280 million to Capita over five years.Aldridge says: "If you go to any chief executive of a large local authority,transport issues are up there with law and order."

Aldridge has no intention of expanding outside the UK. "We won't go abroad,"he says. "We understand the customers, we've got a good position and there'sless of a risk. We have upgraded the market we see for our services from£50billion to £65 billion per annum." He sees continuing opportunities inthe health service and the life and pensions market, as well as transportmanagement.

Capita has not strayed from its original model. "We're quite boring,"Aldridge concedes. "We've won an award for being a boring company because wekeep delivering the numbers. Outsourcing has become a different approach todelivering change and services. It happened initially in the public sector,with shortage of funds and massive change to accommodate. Now the businessdrivers are strong in the private sector as well."

With so much of its business skewed towards future earnings, it was notaltogether surprising when Capita became caught up in the recent round ofaccounting scares. It felt obliged to reassure City analysts that it had notfallen into the trap of taking future earnings upfront.

The panic started after WorldCom admitted that operating expenses running tobillions of dollars had been recorded as capital spending, boosting cashflowand margins. Aldridge dismisses worries about Capita as "an absolutenon-story", adding: "Everybody who follows us knows that we write off allour bid costs as we incur them. We don't capitalise anything. We have alwaysbeen a conservatively run company."

If Capita has a weakness, it is the danger that it will grow so quickly thatmanagement loses control and begins to make mistakes. Aldridge recognisesthis, and has made two changes to address the issue. Responsibility forCapita's most complex projects, including the Criminal Records Bureau, theBBC and the London congestion charge, has been assigned to a new division,"Integrated Services". At the same time, Capita has expanded its executiveboard to nine executive directors.

Aldridge says: "Clearly when you're growing at 35 per cent a year, peopleare the issue. Your top management has to grow, and we have a range of waysof doing that." He adds: "I'm very committed to Capita. Over the next tenyears, we can begin to use our position and infrastructure to build thecompany. I can't see the market for outsourcing is going to slow down.

"We've just got to keep doing the same things that we've done verysuccessfully over a number of years. We know we can deliver and we do thingswhich others probably don't see as being areas that would interest them."

Boring? Perhaps. But with stock markets the way they are, "dull butprofitable" may not be such a bad rallying cry. Just ask the unlucky soulswho backed Enron or Marconi.

(c) Times Newspapers Ltd, 2002.
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TEACHERS will be allowed into classrooms unchecked in a change ofgovernment policy after the backlog in vetting school staff forcedthousands of children to stay at home on the first day of termyesterday.

Estelle Morris apologised as she announced the U-turn last night aftera chaotic day that left many schools closed and others seriouslydisrupted.

The Education Secretary said that teachers and classroom assistants whohad not yet been cleared by the Criminal Records Bureau would bepermitted into schools at the discretion of head teachers.

It had become apparent that the Criminal Records Bureau was "unable tofast track the checks on school staff at a rate that would ensure thesmooth running of schools". Seven thousand checks remain outstanding.

Ms Morris said she feared that although the bureau had promised toprocess a "significant" number of applications within the next coupleof days she feared the problem could continue well into term.

She apologised for her part in the confusion and the late announcementof the change in policy. The delay in permitting unvetted teachers inthe classroom means that many schools will not be able to return tonormal until Friday or even after the weekend.

"The information we were receiving from head teachers and the localeducation authorities was that the CRB checks were not being processedquickly enough and the assurance that they would be completed by thebeginning of terms was not borne out," she said.

"I was not prepared to put teachers and pupils in the position whenthey do not know when they are able to start term."

Local education authorities and schools signalled that they wereprepared to take matters into their own hands yesterday and allowunvetted teachers to take classes unless the Government acted quicklyto resolve the problem.

Teachers will now be vetted under the old system whereby teachers'names are checked only against List 99, the Department for Education'sregister of people who are considered dangerous to work with children.

Ms Morris insisted that the safety checks were no worse than a yearago. "I wanted it to be better, but it didn't work," she said.

The Criminal Records Bureau, run by the private sector company Capita,will rush through 2,000 of the outstanding checks within the next twodays. The remaining 5,000 will be assessed for priority and carried outover the next few weeks.

The backlog has also hit other areas of the public sector: socialservices, hospitals, care homes and fostering services have been leftfacing similar delays and disruptions to their services over the comingweeks.

Ms Morris said she had been left a "very angry and unhappy customer" asa result of her dealings with Capita, which took over responsibilityfor the Criminal Records Bureau in Merseyside in March.

This is the second time that the minister has come into conflict withthe company, whose handing of the Individual Learning Accounts wasbranded "a disaster waiting to happen".

Ms Morris scrapped the £55 million scheme last year amid evidence ofwidespread fraud and abuse. Capita's systems were blamed for allowingbogus operators to tap in to claim the subsidies for themselves,charges which the company rejected.

The scheme attracted 18,000 complaints, many from people who tried toopen accounts only to find their names were already being used.

Colleges involved in the programme were estimated to have lost £1.2million while up to 5,000 jobs were threatened by the closure of thescheme.

(c) Times Newspapers Ltd, 2002.
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Schools across the country have been hit by the delays in processingchecks on staff. Capita, the firm with a £400m contract to deal withthe checks, insists the blame must be shared Photomontage: Roger Tooth/Greenhill

It is not the first time the firm at the centre of the debacle oversecurity checks on teachers has been accused of shortcomings in itsdealings with the government. But with contracts worth hundreds ofmillions of pounds under its belt and government departments and publicbodies queuing up to use its services, Capita can afford to soak up thecriticism.

The education secretary Estelle Morris described herself as a "verydissatisfied customer" of Capita. She says Capita failed to fulfil itspromise that the criminal records bureau (CRB), which the company runswith the Home Office, could clear all but a few of the 22,000outstanding checks on school staff by the start of the school term. Forits part, Capita stressed that responsibility for disruption should beshared with its civil service colleagues in the CRB.

Capita first crossed Ms Morris's path last year. She scrappedindividual learning accounts - a scheme run on contract by Capitathrough which 2.5 million adult learners received £200 in governmentcredits towards the cost of their courses - because of fraud. Theeducation select committee criticised Capita for its "considerableshortcomings".

The same firm ran housing benefit in Lambeth with disastrous effects,provoking hundreds of complaints, including the time when it sent aletter to a man telling him he no longer qualified for benefits becausehe was dead. Private Eye dubbed the firm Crapita.

"One thing Capita does not do is fight back as far as their clients areconcerned," a senior analyst at Merrill Lynch said yesterday. "Thegovernment accounts for 60% of their revenue and you wouldn't want towind up your biggest client. Capita has tried not to go down the pathof apportioning blame. The publicity isn't worth it ... They have gotstrong relationships with ministries like the Department for Educationand Skills (DfES) and the Home Office and a very strong relationshipwith local government."

The CRB contract is worth £400m over 10 years. Capita invested around£30m in the scheme and is set to make about £1.5m-£2m a year in profit,say analysts.

But the firm, born from a buyout of the computer services arm of theChartered Institute of Public Finance and Accountancy in 1987, hasplenty going for it elsewhere. It is Britain's biggest "outsourcing"company, running services contracts in business and central and localgovernment - for instance, providing management software to 23,000 UKschools and 158 education authorities and collecting the council taxfor 20 local authorities.

It employs 13,000 staff and is worth around £1.9bn. It made £44.3mprofits in the first six months of this year and secured £744m in newcontracts in 2001 alone. This year it has scooped a £500m, 10-year dealto collect the BBC licence fee. Even London's mayor Ken Livingstone hasawarded the company the contract to run his congestion-chargingscheme.

Its founder and chief executive, Rod Aldridge, 55, is worth around£97m. He is popular at the Cabinet Office and has attended Labour galadinners. "My feelings are much more towards a New Labour agenda thananything else, although I'm not a party donor," he said once.

The DfES and the Home Office were reluctant to needle Capita furtheryesterday. They know the government is far from blameless in thislatest fiasco. The CRB has been under pressure since it was launched inMarch, with the task of processing police checks on every person movingto a job working with children.

As soon as the CRB's computer system hit trouble Capita subcontractedprocessing of 35,000 applications to India. But while Capita checks theidentify of applications and receives and dispatches them, civilservants carry out the checks, which require access to records carriedon List 99 - a secret list kept by the DfES of suspected or knownpaedophiles - the police national computer and the Protection ofChildren Act.

Within weeks of the CRB's launch, teaching unions began to warnministers that the CRB would not be able to cope with the number ofclearances required by the start of the new school year. Ms Morris wasworried too: in early May, she wrote to David Blunkett, the homesecretary, echoing the union's complaints.

On May 21, their departments issued a joint statement saying that theyhad agreed to implement the List 99 checking procedure as a short-term,interim measure until the CRB system was working to full capacity. "Werefuse to compromise on child safety and want to make sure that theappointment of teachers can be done in a fast, efficient manner," thestatement said. That seemed to be that.

But after the deaths of schoolgirls Holly Wells and Jessica Chapman inSoham, Cambridgeshire, the DfES appears to have panicked. Ian Huntley,the man charged with their murder, and Maxine Carr, charged withconspiracy to pervert the course of justice, worked in schools - she asa teaching assistant in the girls' school, St Andrews, he as acaretaker in the secondary next door. On August 22, the day after MsCarr's first court appearance, the DfES dramatically revised itsguidance. It was now requiring full CRB checks on all school staff.

Ms Morris and David Normington, the permanent secretary, were both awaythen. Margaret Hodge, the on-duty minister, was working from home. Butthe DfES was desperate to be seen to be doing all it could. About 100staff were commandeered from the passport office and officials workedround the clock.

But the agency, though it has processed 260,000 claims in six months,has about 200,000 outstanding clearances, of which half are less thanthree weeks old. About 70% of applications were sent in by post; athird had errors in them and took much longer to process. The number ofpaper applications took the CRB by surprise; Capita had wanted muchgreater use of electronic applications.

In fact, Capita may be compensated for the extra staff it needed tocater for the extra postal applications. On the other hand it may alsobe fined - "There are incentives and penalties that are continuouslymonitored," said a Home Office spokeswoman - though this is more likelyto be a penalty for delays earlier in the year.

On Wednesday night, the DfES reverted back to its previous guidance; itwas too late for many schools. Pupils in some parts of Sandwell, WestMidlands, and Stockport, Greater Manchester, were sent home. Labour MPLouise Ellman, whose Liverpool Riverside constituency includes the CRB,demanded an inquiry.

And across Whitehall, there is a recognition that there are lessons tobe learned from the CRB affair about lines of accountability inpublic-private partnerships. Not least because it seems a strange stateof affairs when a secretary of state can describe herself as a"customer" of a government agency, as if she had no more power than aheadteacher having to close a school or a parent frantically searchingfor childcare at the 11th hour.

More schools news EducationGuardian.co.uk/schools.
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THE PRIVATE-SECTOR firm that runs the Criminal Records Bureau wascondemned by the Secretary of State for Education yesterday over delaysin vetting teachers that have disrupted the start of the school year.

Estelle Morris declared herself a "very dissatisfied customer" ofCapita, the firm awarded the £400m CRB contract, as thousands ofchildren remained off school despite a government decision to revert tothe old system of processing police checks.

Stock market analysts predicted that Capita would make post-tax profitsof £1.4m this year from the criminal records deal and would becompensated by the taxpayer for the cost of dealing with the delays.

Ms Morris expressed anger at Capita but urged people not to use thefiasco as an excuse to attack private-sector involvement in publicservices.

Capita said in a statement that it would not profit from the delaysbecause it was paid only for checks that were completed. "Capita is notseeking to gain additional payment from the agency relating tobacklogs," it said.

The Criminal Records Bureau was launched in April to provide a centralsystem of checks on those wanting to work with children. It wassupposed to check teachers against List 99, the secret dossier ofpeople convicted or suspected of child abuse, in three weeks, butdelays grew almost immediately.

Capita, founded in 1987 by its executive chairman, Rod Aldridge, wasawarded the 10-year CRB contract in 2000. The firm was also awarded thecontract to run Individual Learning Accounts, the Government's flagshipadult education scheme that collapsed last year when fraudulent claimsmade it go more than £60m over budget.

It has also been appointed to administer the congestion-charging schemeproposed by the Mayor of London, Ken Livingstone, and won the contractto manage TV licensing.

The Government decided on Wednesday to allow teachers who had not beenvetted by the bureau into the classroom because many pupils had missedthe start of term. Staff would be allowed to teach at the "discretion"of headteachers, Ms Morris said. Yesterday, headteachers were trying tocontact staff and pupils to tell them to return to school.

The Department for Education and Skills sent new guidance to everyschool in England and Wales, letting schools use the old system ofvetting. The department has resumed responsibility for List 99 to letthe CRB concentrate on clearing its backlog.

A total of 2,100 pupils in Stockport, Greater Manchester, and Sandwellin the West Midlands had another day at home yesterday. StockportCounty Borough Council is continuing with its own vetting scheme,announced this week, which allows headteachers to made their own "riskassessments" on unchecked staff and issue certificates to those thatpass, enabling them to start work.

Start of term report - must do better - Firm in school security checksrow shrugs off new criticism.

By Will Woodward Education editor.
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It is not the first time the firm at the centre of the debacle oversecurity checks on teachers has been accused of shortcomings in itsdealings with the government. But with contracts worth hundreds ofmillions of pounds under its belt and government departments and publicbodies queuing up to use its services, Capita can afford to soak up thecriticism.

The education secretary Estelle Morris described herself as a "verydissatisfied customer" of Capita. She says Capita failed to fulfil itspromise that the criminal records bureau (CRB), which the company runswith the Home Office, could clear all but a few of the 22,000outstanding checks on school staff by the start of the school term. Forits part, Capita stressed that responsibility for disruption should beshared with its civil service colleagues in the CRB.

Capita first crossed Ms Morris's path last year. She scrappedindividual learning accounts - a scheme run on contract by Capitathrough which 2.5 million adult learners received £200 in governmentcredits towards the cost of their courses - because of fraud. Theeducation select committee criticised Capita for its "considerableshortcomings".

The same firm ran housing benefit in Lambeth with disastrous effects,provoking hundreds of complaints, including the time when it sent aletter to a man telling him he no longer qualified for benefits becausehe was dead. Private Eye dubbed the firm Crapita.

"One thing Capita does not do is fight back as far as their clients areconcerned," a senior analyst at Merrill Lynch said yesterday. "Thegovernment accounts for 60% of their revenue and you wouldn't want towind up your biggest client. Capita has tried not to go down the pathof apportioning blame. The publicity isn't worth it ... They have gotstrong relationships with ministries like the Department for Educationand Skills (DfES) and the Home Office and a very strong relationshipwith local government."

The CRB contract is worth £400m over 10 years. Capita invested around£30m in the scheme and is set to make about £1.5m-£2m a year in profit,say analysts.

But the firm, born from a buyout of the computer services arm of theChartered Institute of Public Finance and Accountancy in 1987, hasplenty going for it elsewhere. It is Britain's biggest "outsourcing"company, running services contracts in business and central and localgovernment - for instance, providing management software to 23,000 UKschools and 158 education authorities and collecting the council taxfor 20 local authorities.

It employs 13,000 staff and is worth around £1.9bn. It made £44.3mprofits in the first six months of this year and secured £744m in newcontracts in 2001 alone. This year it has scooped a £500m, 10-year dealto collect the BBC licence fee. Even London's mayor Ken Livingstone hasawarded the company the contract to run his congestion-chargingscheme.

Its founder and chief executive, Rod Aldridge, 55, is worth around£97m. He is popular at the Cabinet Office and has attended Labour galadinners. "My feelings are much more towards a New Labour agenda thananything else, although I'm not a party donor," he said once.

The DfES and the Home Office were reluctant to needle Capita furtheryesterday. They know the government is far from blameless in thislatest fiasco. The CRB has been under pressure since it was launched inMarch, with the task of processing police checks on every person movingto a job working with children.

As soon as the CRB's computer system hit trouble Capita subcontractedprocessing of 35,000 applications to India. But while Capita checks theidentify of applications and receives and dispatches them, civilservants carry out the checks, which require access to records carriedon List 99 - a secret list kept by the DfES of suspected or knownpaedophiles - the police national computer and the Protection ofChildren Act.

Within weeks of the CRB's launch, teaching unions began to warnministers that the CRB would not be able to cope with the number ofclearances required by the start of the new school year. Ms Morris wasworried too: in early May, she wrote to David Blunkett, the homesecretary, echoing the union's complaints.

On May 21, their departments issued a joint statement saying that theyhad agreed to implement the List 99 checking procedure as a short-term,interim measure until the CRB system was working to full capacity. "Werefuse to compromise on child safety and want to make sure that theappointment of teachers can be done in a fast, efficient manner," thestatement said. That seemed to be that.

But after the deaths of schoolgirls Holly Wells and Jessica Chapman inSoham, Cambridgeshire, the DfES appears to have panicked. Ian Huntley,the man charged with their murder, and Maxine Carr, charged withconspiracy to pervert the course of justice, worked in schools - she asa teaching assistant in the girls' school, St Andrews, he as acaretaker in the secondary next door. On August 22, the day after MsCarr's first court appearance, the DfES dramatically revised itsguidance. It was now requiring full CRB checks on all school staff.

Ms Morris and David Normington, the permanent secretary, were both awaythen. Margaret Hodge, the on-duty minister, was working from home. Butthe DfES was desperate to be seen to be doing all it could. About 100staff were commandeered from the passport office and officials workedround the clock.

But the agency, though it has processed 260,000 claims in six months,has about 200,000 outstanding clearances, of which half are less thanthree weeks old. About 70% of applications were sent in by post; athird had errors in them and took much longer to process. The number ofpaper applications took the CRB by surprise; Capita had wanted muchgreater use of electronic applications.

In fact, Capita may be compensated for the extra staff it needed tocater for the extra postal applications. On the other hand it may alsobe fined - "There are incentives and penalties that are continuouslymonitored," said a Home Office spokeswoman - though this is more likelyto be a penalty for delays earlier in the year.

On Wednesday night, the DfES reverted back to its previous guidance; itwas too late for many schools. Pupils in some parts of Sandwell, WestMidlands, and Stockport, Greater Manchester, were sent home. Labour MPLouise Ellman, whose Liverpool Riverside constituency includes the CRB,demanded an inquiry.

And across Whitehall, there is a recognition that there are lessons tobe learned from the CRB affair about lines of accountability inpublic-private partnerships. Not least because it seems a strange stateof affairs when a secretary of state can describe herself as a"customer" of a government agency, as if she had no more power than aheadteacher having to close a school or a parent frantically searchingfor childcare at the 11th hour.

More schools news EducationGuardian.co.uk/schools

Capita's clients

Among Capita's multimillion pound contracts are:

* Criminal records bureau £400m over 10 years

* BBC licence fee collection £500m over 10 years

* Congestion charging in London £230m over five years

* Blackburn-with-Darwen council revenue collection £190m over 15 years

* Lincoln Financial Group pensions £160m over 10 years

* Education smartcards £100m over seven years

* Norfolk county council payroll £50m

Founder and CEO Rod Aldridge.
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NATIONAL NEWS - Capita chief defends company's role in failure to vet teachers - CRIMINAL RECORDS BUREAU DECISIONS WERE TAKEN 'WITHOUT CONSULTATION'. 

Rod Aldridge, executive chairman of embattled service provider Capita, came out fighting yesterday after the company was blamed for the failure of the Criminal Records Bureau to vet teachers in time for the start of the new school year. 

He said decisions taken after Capita had built the system for the £400m contract had posed serious problems for the bureau, and demands for full vetting of teachers had come late and without consultation with the company. 

The service, he said, was delivered not only by Capita but by CR13, an agency of the Home Office. The role of the non-Capita staff had been to check the authenticated applications against records such as those on the Police National Computer. 

Angered by attacks on Capita's reputation - Estelle Morris, secretary of state for education, said on Wednesday that she was a "very angry and unhappy customer" - Mr Aldridge said he wanted to set the record straight. 

"I don't want to apportion blame. Our job is to get on with it. We are not in politics," he said. But he added: "The rules have changed in the last 24 hours." 

He promised that Capita and the bureau would overcome the problems: "I am totally confident that we can come through this and meet the targets." 

He also insisted that the systems built by Capita had performed well: "This is not an IT problem." 

The first hitch came when the decision was made to allow applications to be made on paper, rather than by telephone or electronically. "Late on, because of pressure from various groups, there was pressure on the department (Home Office) to use a blank form." 

He admitted that neither Capita, nor its partners in the bureau project, had foreseen the extent to which teachers would use paper forms and the poor checking of the forms by some local education authorities and other bodies. 

Some 70 per cent of the applications were on paper, despite the fact that Capita was trying to implement an "e-government" initiative. 

Then, said Mr Aldridge, following the "highly tragic" situation in Soham, the Department for Education and Skills had taken the decision on August 21 to require full vetting of teachers for the start of the term. 

"No consultation was ever had with Capita, as far as I know, about the implications of that," said Mr Aldridge. The DfES demands meant the system had to be altered because it required the prioritisation of teacher applications when it had been built to put all applications through the same process. 

Mr Aldridge wanted to make it clear the bureau was not an exclusively private sector operation. "The CRB is not Capita. It's a combination," adding that blame could not be apportioned between the two. 

He said that when problems began Capita had taken unprecedented steps to alter processes, including outsourcing some work to India. Mr Aldridge said that the sheer scale of the bureau project - which in part replaced the work done by 42 separate police authorities - meant it was impossible to launch without problems. 

"It's inevitable that it will never run smoothly. The issue is how to manage the process." He said 50 per cent of applications were now being dealt with in three weeks, and 70 per cent within four, against a target of 90 per cent within three weeks. But, when running smoothly, the bureau would offer a valuable service: "Children and old people will be better protected by what we are doing," he said. 

Created as a buy-out from Cipfa, the public finance body in 1987, Capita now has a market capitalisation of £1.75bn and a string of increasingly high-profile contracts, including implementing London's congestion charge next year. 

Among a string of satisfied customers have been failures, however - a housing benefit contract in Lambeth, south London, and the collapse of individual learning accounts amid evidence the system was being defrauded. 
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City - Capita's offence is the size of its empire David Litterick reports on the company whose operations affect the lives of more than 33m people.

WELL, thanks a bunch Rod. The kids have been off half the flaming week. I've taken two days off work to look after the little blighters. Couldn't get a babysitter. I'd have asked you myself but the Criminal Records Bureau said it would take too long to vet you. Now, every time I pick up a paper, you're in there with your beard and your £50m fortune. If I see another picture of you, I'll end up with a criminal record myself.

ROD Aldridge is everyone's Big Brother. You don't know it, but the Capita executive chairman has a hand in the everyday lives of almost everyone in the country. Capita collects the BBC's licence fee. It runs the systems behind Abbey National's general insurance business. Depending on where you live, it may also be responsible for collecting your council tax. If you have taken your theory driving test, Capita was behind it. The company even has a foothold in schools, delivering the Connexions Card service for the Department for Education and Employment - a kind of loyalty card which supposedly encourages young people to stay in education - and providing management software to 23,000 UK schools.

All in all, it estimates it has relationships with more than 33m Britons, most through various branches of government. Capita is by far the favourite outsourcing company - so much so that wags suggest it is almost another government department.

The Criminal Records Bureau, which has hit the headlines this week, was conceived under the Tory administration in 1997. The aim is to make it easier for employers to make basic checks on prospective staff - an issue brought even more sharply into focus after the deaths of Holly Wells and Jessica Chapman.

The computer-based system was due to go live last summer but has been plagued by delays. The CRB - a joint venture between Capita and the Home Office - began processing job applications in March but ran into technical difficulties. The backlog got so bad that Capita was forced to send paperwork to a firm in India to try to speed up the process. The company, with a 10-year contract worth £400m, has recruited more staff but schools are still having problems a week after the school term has begun.

The launch of the full service has now been put back to the end of the year with Home Office minister Lord Falconer telling peers that legal action against Capita may be considered.

Capita refused to shoulder all the blame for the fiasco this week, despite stern words from Education Secretary Estelle Morris that she was a "deeply dissatisfied customer". The company said it could not be singled out for blame, and laid much of the fault at the door of applicants whom it said had failed to fill in their forms correctly.

The latest brickbats are not the first the company has had to deal with. Its various woes and business dealings have provided much material for the satirical magazine Private Eye which has not-so-subtly rebranded the company "Crapita".

One well-publicised case concerned the London Borough of Lambeth, which granted Capita the contract to manage its housing benefit. It led to the local government ombudsman being inundated with complaints and a damning report by the benefit fraud inspectorate. Its report last year said Capita had set targets which had never been met and was guilty of ineffective management. Lambeth eventually brought its housing benefit operation back in-house.

It fared scarcely better with Individual Learning Accounts - the brainchild of chancellor Gordon Brown which aimed to widen participation in learning by distributing vouchers worth up to £200 to anyone in England aged 19 or over. To qualify, they had to register with something called a "learning provider" and pay them a small sum.

The problem was that dozens of "learning providers" sprung up overnight, used aggressive door-to-door sales pitches to encourage people to sign up, then pocketed the down payment and claimed the cash.

During the 14 months that the scheme was in operation, 2 1/2 m accounts were opened and £265m was handed out, but no-one has any idea of just how much learning took place. MPs who later conducted an inquiry said the scheme attracted so many bogus providers that "the level of fraud, misuse and abuse may never be established."

High on their list of targets was Capita, the contractor responsible for implementing the project. The MPs said it was "hard to credit" that Capita had failed to point out that it was a "disaster waiting to happen," adding that the company had displayed "considerable shortcomings".

None of which has stopped the company increasing its financial strength or paying its directors handsomely. Despite its failings, it continues to win new contracts and its latest set of interim results covering the six-month period to June 2002, showed pre-tax profits up from £21m to £29m, while shareholders were rewarded with a 33pc uplift in their dividend. At the time, the company also boasted of a record level of contracts wins - £1.1 billion in the first seven months of the year compared with £744m for the whole of 2001.

Mr Aldridge, an accountant who formed the business out of the computer services arm of the Chartered Institute of Public Finance and Accountancy in 1987, took home £426,824 last year. His Capita shares are worth £50m.

Mr Aldridge says the problems must be looked at "in the correct context" including the Lambeth contract, under which he claims Capita delivered "massive improvements nobody ever gave us credit for."

"Our contracts have a 92pc retention rate and I am very proud of that," he says, claiming that "I don't take the criticism personally. I think much more of the customers we look after."

Despite the most recent problems, many believe the company is well-managed with considerable technical expertise. However, it is felt the push to drive profits has led it to bite off more than it can chew, taking on contracts it hasn't the ability to manage.

Next year, it faces its biggest challenge as Ken Livingstone's scheme to fine people £5 for driving their cars in central London goes live. Congestion charging will place Capita firmly in the line of fire if, as many expect, things go wrong.

The contract is worth approximately £230m over the first five years, but that is only the start. With other towns and cities waiting in the wings to introduce similar schemes should the one in the capital prove successful, Mr Aldridge reckons the transport management business could soon be worth £7 billion.

Nor is he concerned about the scheme's unpopularity. "I'm not worried about the bad feeling about it because it's not our scheme - it's Transport for London's," he said. "Our job is to implement it and run it well."

Capita's track record has cast doubts in many minds about its ability to do even that. Roger Evans, a member of the London Assembly and a fierce critic of the Mayor's project, said: "We do have doubts over the scheme because of the complexity of the IT required which will require computers in different government departments to communicate with each other. The history of these types of scheme is not good - just look at what happened with the Passport Office."

Mr Aldridge is confident every thing has been thoroughly checked and is assured it will be a success, but readily accepts that starting a new project is fraught with difficulties. "Any new process is bound to have teething problems. It is impossible for it not to have."

After a week the company would probably rather forget, the sternest test is yet to come. As for those parents, they just want the Capita punishment to stop.
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COMMENT & ANALYSIS - Private companies and very public failures - Reforming services by 'naming and shaming' poor performers can backfire on the government and its contractors. 

At times it is easy to think that involving the private sector in public services has brought nothing but trouble for all concerned. The government may have hoped that its softly worded manifesto declaration that "where private sector providers can support public endeavour, we should use them" would lead to co-operation and consensus. Instead it has brought unrest and complaint. But just wait: things are about to get worse. 

At their annual conference in Blackpool this week trade union leaders will be lining up to denounce the "privatisation" of public services. A moratorium on the Private Finance Initiative will be demanded, as will further protection for public sector workers transferred to the private sector. 

John Edmonds, leader of the GMB, urges the government to "bury new Labour" and its belief that "the private sector cavalry" can ride to the rescue of underperforming schools and hospitals. 

Dave Prentis, general secretary of Unison, argues that the government "is naive in believing that reform of the public services will come from involvement of the private sector" where "profit seems to come before the public interest". 

There will be more of the same at the Labour party conference at the end of the month. 

The unions' onslaught follows a depressing report from the Audit Commission last week on public sector recruitment and retention. It found that the prime reason why public sector workers quit their jobs was a sense that they are not valued. Unions have also seized on the chaos at the Criminal Records Bureau over the vetting of teachers, social care staff and others, as evidence that the private sector cannot be trusted to achieve results. 

As the political rhetoric turns hostile, private sector companies are discovering that involvement in public services carries risks to their reputation that failures and teething troubles in the private sector rarely attract. 

Investors in construction companies have realised that the PFI is not a one-way street to profit and are marking down shares. Companies involved in the PFI are finding the bid costs so daunting that they are becoming more selective about the projects for which they tender. That must raise the possibility that some projects will have too few bidders for a competitive tendering process. 

The government can hardly view any of these trends with equanimity. In particular, given its commitment to improving public services, the low morale among public service workers must be alarming. 

Yet the very methods the government is using to improve public services are partly to blame for the recruitment problem. The favoured approach to raising standards and increasing efficiency during the past decade has had the unfortunate effect of destroying faith in the public sector. 

Lacking the usual market mechanisms that allow people to change providers when dissatisfied, Conservative and Labour governments have resorted to more bureaucratic methods. The chief tool has been to expose poor performance via a battery of targets, league tables and star ratings. Those schools, councils, hospitals and other services deemed to be "failing" are then put through various forms of takeover, increasingly involving the private sector. 

Inevitably it is the failures that grab the headlines, leaving the public convinced that services in general are awful and employees, most of whom do a good job, feeling unloved. 

The private sector, too, is learning that failure attracts attention. PFI and outsourcing have achieved plenty of successes. But what sticks most in the memory? The Passport Office fiasco of a few years ago, the deep-seated problems with a new National Insurance computer, the collapse of individual learning accounts. 

Analysis of these mishaps and others by the National Audit Office often finds, however, that while the private sector takes a share of the blame it is rarely entirely at fault. Just as often, the commissioning of these services has been inadequate. The government sets unrealistic timetables, demands too much change at once, fails to make clear what precisely the contract is required to deliver. In short, it behaves like a bad purchaser. 

When things have gone wrong, the private sector has tended to bite its tongue, fearful of upsetting the government, the biggest customer around. But there are signs that this may be changing. Rod Aldridge, executive chairman of Capita, the service provider, has been at pains to point out Whitehall's role in the fiasco over criminality checks on new teachers. It was the education department that decided to allow paper as well as electronic applications to the Criminal Records Bureau, he says. The knee-jerk decision, post-Soham, to require all new teachers to be vetted created impossible demands. "We are not in politics," Mr Aldridge said as Estelle Morris, education secretary, pinned the blame for failure on his company. But "the rules have changed in the past 24 hours". 

The government thus goes into the autumn with an ideological battle still to win over the use of a mixed economy of provision to improve public services. It faces a private sector bruised by its experience and a public sector workforce unconvinced, despite billions of extra investment, that its efforts are valued. It is not a happy prospect. 

nick.timmins@ft.com 
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More than 10,000 students may be unable to participate fully in theircollege courses until the beginning of next year at the earliest,according to Association of Colleges (AoC) figures. All students oncare courses working with children require clearance from the CriminalRecords Bureau (CRB) and as of late last week it was unclear just howmany - if any - had passed the necessary security checks.

While the education secretary, Estelle Morris, was forced into anembarrassing climbdown, due to the backlog of applications, in ordertopermit teachers and FE lecturers to work without full CRB clearance atthe discretion of the head or principal, colleges had yet to be givenany guidance on the appropriate way to deal with their students.

"We're getting over 40 calls from colleges per day to our helpline,"says Ivor Jones, the AoC's director of employment policy. "All of themare related to how they should handle the CRB issue. We know of somestudents who have lost work placements because their checks have notcome through, and it is highly probable that others will be unable totake part in the practical aspects of their course for at least thefirst term.

"It is an extremely difficult situation for these students. We've askedthe DfES to clarify the position, but have so far received noresponse."

Despite the education secretary's efforts last week to defuse thesituation, college principals are still faced with a difficult decisionas to how best to deal with staff who teach off-site. The recentmurders of schoolgirls Holly Wells and Jessica Chapman has made theissue of security clearance a very sensitive subject, and while headsmay be prepared to allow unvetted staff to work on site where they canbe closely supervised, they may well be unwilling to put their heads onthe block for staff who teach away from the college.

Although the Soham murders have given CRB clearance an added edge, thepresent troubles go back to the time when Capita, the facilitiesmanagement company whose four directors shared in a £7.5m salary payoutlast year, was awarded the contract to carry out the vetting on theCRB's behalf. According to one insider, Capita "should not really betaking on the contracts and they know it. They don't have the staff andthey don't have the resources." This assessment is borne out by IvorJones' experience of the company.

"We wrote to them back in May to voice our concerns," he says. "We toldthem they had not printed enough ap plication forms, but this was onlythe start of the problem.

"Colleges have had their applications lost and mislaid, while othershave been lodged with the CRB for well over three months. Furthermore,sometimes the CRB has sent back applications requesting moreinformation to the wrong address.

"Here at the AoC, we have been sent some highly confidentialinformation about some applicants, even though the correct address itshould have been sent to was clearly marked on the form. We have nowinformed the data protection commissioner about this."

There are also indications that further education colleges may begetting a still worse deal. A spokesperson for the DfES said that "alleducation workers would be receiving priority for vetting". However onecollege, which prefers not to be identified, has been told by Capitathat clearance of school teachers would take priority over clearancefor further education lecturers.

Capita said that the company was only responsible for part of the CRBprocess and it was not up to Capita to say what should be prioritised.

A spokesperson for the Home Office said the CRB would investigate anyspecific concerns and that its policy was to provide the bestprotection for children. "Clearly the most vulnerable group is childrenof school age and they have been our focus. At the same time we havenot neglected other groups, such as 16-19-year olds."

This is not the first time further education has suffered at the handsof Capita: it also had responsibility for administering the ill-fatedIndividual Learning Accounts. The education secretary may wellpronounce herself a dissatisfied customer of Capita. What the collegesthink is unprintable.

Education - Further - Capita punishment - College students and staffare being hit by delays in records ...

By John Crace.

748 words

Publication date: 10 September 2002

Source: The Guardian

Page: 51

(c) 2002

Education - Further - Capita punishment - College students and staffare being hit by delays in records checks.

More than 10,000 students may be unable to participate fully in theircollege courses until the beginning of next year at the earliest,according to Association of Colleges (AoC) figures. All students oncare courses working with children require clearance from the CriminalRecords Bureau (CRB) and as of late last week it was unclear just howmany - if any - had passed the necessary security checks.

While the education secretary, Estelle Morris, was forced into anembarrassing climbdown, due to the backlog of applications, in ordertopermit teachers and FE lecturers to work without full CRB clearance atthe discretion of the head or principal, colleges had yet to be givenany guidance on the appropriate way to deal with their students.

"We're getting over 40 calls from colleges per day to our helpline,"says Ivor Jones, the AoC's director of employment policy. "All of themare related to how they should handle the CRB issue. We know of somestudents who have lost work placements because their checks have notcome through, and it is highly probable that others will be unable totake part in the practical aspects of their course for at least thefirst term.

"It is an extremely difficult situation for these students. We've askedthe DfES to clarify the position, but have so far received noresponse."

Despite the education secretary's efforts last week to defuse thesituation, college principals are still faced with a difficult decisionas to how best to deal with staff who teach off-site. The recentmurders of schoolgirls Holly Wells and Jessica Chapman has made theissue of security clearance a very sensitive subject, and while headsmay be prepared to allow unvetted staff to work on site where they canbe closely supervised, they may well be unwilling to put their heads onthe block for staff who teach away from the college.

Although the Soham murders have given CRB clearance an added edge, thepresent troubles go back to the time when Capita, the facilitiesmanagement company whose four directors shared in a £7.5m salary payoutlast year, was awarded the contract to carry out the vetting on theCRB's behalf. According to one insider, Capita "should not really betaking on the contracts and they know it. They don't have the staff andthey don't have the resources." This assessment is borne out by IvorJones' experience of the company.

"We wrote to them back in May to voice our concerns," he says. "We toldthem they had not printed enough ap plication forms, but this was onlythe start of the problem.

"Colleges have had their applications lost and mislaid, while othershave been lodged with the CRB for well over three months. Furthermore,sometimes the CRB has sent back applications requesting moreinformation to the wrong address.

"Here at the AoC, we have been sent some highly confidentialinformation about some applicants, even though the correct address itshould have been sent to was clearly marked on the form. We have nowinformed the data protection commissioner about this."

There are also indications that further education colleges may begetting a still worse deal. A spokesperson for the DfES said that "alleducation workers would be receiving priority for vetting". However onecollege, which prefers not to be identified, has been told by Capitathat clearance of school teachers would take priority over clearancefor further education lecturers.

Capita said that the company was only responsible for part of the CRBprocess and it was not up to Capita to say what should be prioritised.

A spokesperson for the Home Office said the CRB would investigate anyspecific concerns and that its policy was to provide the bestprotection for children. "Clearly the most vulnerable group is childrenof school age and they have been our focus. At the same time we havenot neglected other groups, such as 16-19-year olds."

This is not the first time further education has suffered at the handsof Capita: it also had responsibility for administering the ill-fatedIndividual Learning Accounts. The education secretary may wellpronounce herself a dissatisfied customer of Capita. What the collegesthink is unprintable.
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Golden girl now runs the risk of tarnish - Stumbling Morris looksuncomfortable as exam shambles tests her ability to survive aseducation secretary.

Estelle Morris's first big decision as education secretary, within aweek of her appointment, was to launch an inquiry into the shambolicintroduction of the new A-level curriculum.

Fifteen months later, a new development over the same exam haspresented her with her biggest test yet. Although highly-rated by theprime minister, some of the shine has started to come off the cabinet's"golden girl" and it is her turn to be the minister under fire:survivable for a while but - as Stephen Byers will testify - fatal ifit persists.

Yesterday, for the first time, she looked seriously uncomfortable in apress conference, both in her statement and in responses to questions,stumbling over words and speaking in nervous, rapid-fire sentences.

Ms Morris failed her A-levels but her down-to-earth manner and years asa PE and humanities teacher at a tough Coventry comprehensive give herlatitude with teachers. Building on the legacy of her friend, DavidBlunkett, her department is regarded as a Whitehall success.

She had a good spending round with the chancellor, though it isarguable how much that was personally down to her; oversaw a reasonablysuccessful launch of a white paper on secondary education; and haslaunched a popular crusade against poor pupil behaviour. Civil servantsand union leaders alike rub along with her better than they did with MrBlunkett.

But the debits have started to stack up too. She was criticised by aLabour-dominated select committee for the way she scrapped individuallearning accounts for adult learners; narrowly escaped the firstindustrial action in three decades by head teachers; and was forced towithdraw plans to introduce a graduate tax as higher education policydrifts.

Last month, while she was holidaying in Australia, her departmentissued panicky instructions to the criminal records bureau to completebackground checks on all new teachers by the start of term. When shereturned it became apparent the CRB could not deliver, and she carriedthe can for an embarrassing u-turn.

Ms Morris insisted yesterday neither her nor any of her ministers haveinterferered with the qualifications and curriculum authority or theexam boards over ensuring exam standards are maintained. "It would beentirely wrong for us or any government of any persuasion to getinvolved in any aspect of marking, assessing or grading students," shesaid.

But she acknowledged: "It is my responsibility to make sure that thatindependent system works fairly and efficiently in the interests of ouryoung people ... in difficult circumstances I will do whatever I canfor them." If necessary, that includes funding extra university placesfor students whose A-level grades are upgraded by the exam boards.

Ms Morris said she has only met representatives from the exam boardsonce, in a formal getting-to-meet-you session. But in January sheordered the qualifications and curriculum authority into to one of theboards, Edexcel, after a trickle of mistakes in exam papers.

And she was sufficiently worried about this year's A-level results -the first for the revamped system - to call in Sir William Stubbs,chairman of the qualifications and curriculum authority twice in May toask whether there were likely to be any minefields to negotiate whenthe results were published in August. He assured her there wouldn'tbe.

According to her friends, a similar response from Sir William delayedher decision, against her instincts, to announce the inquiry onMonday.

There have been rows about A-level standards for years. But this isdifferent. By intervening yesterday, Ms Morris has essentially takenresponsibility for the future of the exam system. First she needs toemerge unscathed through the three inquiries: one run by QCA, and twoby Mike Tomlinson, the former Ofsted chief.

Then there are decisions to be taken about what to do about an A-levelwhich is also losing some of its "gold standard" shine. The Tories wantto scrap AS-levels, the first part of the exam. Others are pushing fora government-sponsored international baccalaureate to be sponsored.That is unlikely for now.

But Ms Morris is worried about the rising A-level pass rate, wherealmost all candidates get at least an E, and more than a fifth get anA. She is considering, for instance, introducing an "A withdistinction" grade for top-performers.

Assuming she is still in office next summer, she will have to pull offthe trick of ensuring that next year's A-level season passes offsmoothly, while at the same time not interfering beyond her remit.

And right now, after A-levels and the criminal records bureau, twodebacles in a month, she must hope that it is not true in her case thatbad luck comes in threes.

Estelle Morris ... looking uncomfortable at press conferencePhotograph: Martin Argles.
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A-level scandal - Golden girl now runs the risk of tarnish - StumblingMorris looks uncomfortable as exam shambles tests her ability tosurvive as education secretary.

Estelle Morris's first big decision as education secretary, within aweek of her appointment, was to launch an inquiry into the shambolicintroduction of the new A-level curriculum.

Fifteen months later, a new development over the same exam haspresented her with her biggest test yet. Although highly-rated by theprime minister, some of the shine has started to come off the cabinet's"golden girl" and it is her turn to be the minister under fire:survivable for a while but - as Stephen Byers will testify - fatal ifit persists.

Yesterday, for the first time, she looked seriously uncomfortable in apress conference, both in her statement and in responses to questions,stumbling over words and speaking in nervous, rapid-fire sentences.

Ms Morris failed her A-levels but her down-to-earth manner and years asa PE and humanities teacher at a tough Coventry comprehensive give herlatitude with teachers. Building on the legacy of her friend, DavidBlunkett, her department is regarded as a Whitehall success.

She had a good spending round with the chancellor, though it isarguable how much that was personally down to her; oversaw a reasonablysuccessful launch of a white paper on secondary education; and haslaunched a popular crusade against poor pupil behaviour. Civil servantsand union leaders alike rub along with her better than they did with MrBlunkett.

But the debits have started to stack up too. She was criticised by aLabour-dominated select committee for the way she scrapped individuallearning accounts for adult learners; narrowly escaped the firstindustrial action in three decades by head teachers; and was forced towithdraw plans to introduce a graduate tax as higher education policydrifts.

Last month, while she was holidaying in Australia, her departmentissued panicky instructions to the criminal records bureau to completebackground checks on all new teachers by the start of term. When shereturned it became apparent the CRB could not deliver, and she carriedthe can for an embarrassing u-turn.

Ms Morris insisted yesterday neither she nor any of her ministers haveinterfered with the qualifications and curriculum authority or the examboards over ensuring exam standards are maintained. "It would beentirely wrong for us or any government of any persuasion to getinvolved in any aspect of marking, assessing or grading students," shesaid.

But she acknowledged: "It is my responsibility to make sure that thatindependent system works fairly and efficiently in the interests of ouryoung people ... in difficult circumstances I will do whatever I canfor them." If necessary, that includes funding extra university placesfor students whose A-level grades are upgraded by the exam boards.

Ms Morris said she has only met representatives from the exam boardsonce, in a formal getting-to-meet-you session. But in January sheordered the qualifications and curriculum authority into to one of theboards, Edexcel, after a trickle of mistakes in exam papers.

And she was sufficiently worried about this year's A-level results -the first for the revamped system - to call in Sir William Stubbs,chairman of the qualifications and curriculum authority twice in May toask whether there were likely to be any minefields to negotiate whenthe results were published in August. He assured her there wouldn'tbe.

According to her friends, a similar response from Sir William delayedher decision, against her instincts, to announce the inquiry onMonday.

There have been rows about A-level standards for years. But this isdifferent. By intervening yesterday, Ms Morris has essentially takenresponsibility for the future of the exam system. First she needs toemerge unscathed through the three inquiries: one run by QCA, and twoby Mike Tomlinson, the former Ofsted chief.

Then there are decisions to be taken about what to do about an A-levelwhich is also losing some of its "gold standard" shine. The Tories wantto scrap AS-levels, the first part of the exam. Others are pushing fora government-sponsored international baccalaureate. That is unlikelyfor now.

But Ms Morris is worried about the rising A-level pass rate, wherealmost all candidates get at least an E, and more than a fifth get anA. She is considering, for instance, introducing an "A withdistinction" grade for top performers.

Assuming she is still in office next summer, she will have to pull offthe trick of ensuring that next year's A-level season passes offsmoothly, while at the same time not interfering beyond her remit.

And right now, after A-levels and the criminal records bureau, twodebacles in a month, she must hope that it is not true in her case thatbad luck comes in threes.
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Here's a curious thing. Further education colleges are forever moaningthat they are underfunded, so why do barely half of them make bids fora share of the European Social Fund?

This year, according to the Learning and Skills Council, about £200m isgoing begging from Brussels. This is, to quote the blurb, discretionaryfunding for education and training and for promoting lifelonglearning.

Anyone outside the tortuous world of further education finance, wouldassume that every college in the land would be clamouring for thismoney.

After all, it is one of life's more reliable rules, vividlydemonstrated by the recent Individual Learning Accounts debacle, thatwhen free money is on offer the stampede for it puts the opening day ofthe Harrods sale to shame.

But it also holds true - witness the sizeable numbers of folk who don'tclaim the benefits they are entitled to - that as many people areinclined to greet such offers suspiciously.

It seems remarkable nonetheless that barely a half of colleges applyfor this European Social Funding (ESF). That figure, incidentally, is arough one. Reliable national data on ESF bidding seem hard to find.

The 50% statistic comes from Dundas Consultancy Services, whichspecialises in - among other delights - European discretionary fundingfor education and training. At any one time, says its chairman MartinCumella, the firm is helping 40 colleges prepare bids for ESF money.

There is no sign that more colleges are prepared to take a punt for theBrussels money. In fact, since the recent changes in the applicationprocess, which require colleges to make their bids through their localLSCs, the indications are that the number willing to go through thecomplex process may dwindle.

The stark conclusion being drawn by principals and their finance teamsis that in future, colleges are going to get less of this Europeanmoney.

Shocks have been dealt already to a number of colleges which have inrecent years come to rely on ESF money for 10% and more of theirbudgets.

Earlier in the summer Liverpool Community College, situated in anobjective one priority area for ESF money, put in bids for more than£1.5m and none was accepted. The college has been used to nettingaround £3m a year from the ESF, between 8% and 10% of its budget.

Newham College in east London has had a similar disappointment. Lastyear it submitted bids for more than a dozen projects in theexpectation of getting 80% accepted to the tune of £2m or so. This yearit has bid for six projects and just one has been accepted, bringing in£400,000.

Some colleges which have up until now swung some nice sums from the ESFhave decided not to bid this year, or are at least thinking seriouslyabout ducking out.

One college in the West Midlands has reportedly even talked aboutdeclining £250,000 it has been granted because the regulations hadbecome too complex.

This argument looks a little feeble: bureaucracy on a grand scale hasbecome a part of life in further education.

Under the new process managed by the LSC, many more claims for ESF cashare coming from other education and training providers in the private,voluntary and community sectors.

In the London East LSC, for instance, the number of bids has roughlytripled, according to Martin Cumella.

"There are now 10 applications for every one that can get approved.Typically, there used to be three or four."

Why? An obvious reason is that the new process is more attractive toall education and training providers even though the heavier demandwill inevitably reduce the size of the pots of money for successfulbidders.

Under the previous system when colleges made their bids to theirregional government office and the now defunct Further EducationFunding Council (FEFC) held sway, applicants for ESF cash had to findso-called "match" funding, ie they had to show they could get 55% ofthe cost of their project from other sources.

Under the new system the LSC is offering to come up with the matchfunding itself as a "co-financer" of successful applications.

The LSC claims with justification that this takes away a good chunk ofthe hassle involved in bidding.

"Red tape is not increased by co-financing because the very processinvolves a match being achieved," an LSC spokesman said. "So, there isno need to undertake a search for the match funding element. Theprocess that must be gone through in itself ends up speeding thedelivery."

The LSC has also bowed to colleges' grouses about "abatement", theFEFC's euphemism for cutting the budgets of colleges which successfullybid for ESF cash but failed to meet their student recruitment targets.

"We have responded to the concerns over abatement by abolishing it,"said an LSC spokesman. "We envisage that colleges will be around £20mbetter off this year as a result of this."

Abatement had the virtue of encouraging "additionality", a primecondition for getting ESF money. This requires colleges to show thatprojects they bid for run outside their staple business, ie theywouldn't be doing them anyway.

This certainly deters casual applications, as does the slowness of ESFcash to materialise. The bulk of the money can come long after thecourse it is paying for is up and running.

If additionality remains a clear condition, colleges complain thatthere is too much in the new system which remains opaque to them.

Under the previous system applications to regional government officesfor ESF cash would be awarded scores, from 1 to 100, explains MartinCumella. To be successful,a bid had to attract a score of at least 75%.So far, applications under the new system have not been scored in thisway, he says.

What the new order certainly does is strengthen the LSC's hand in itsmission to plan and rationalise the provision of publicly fundededucation and training.

The quango says it is taking complaints about burdensome red tapeseriously, citing the work of its Bureaucracy Busting Taskforce, whichis due to report on progress in November.

But it also warns that it has a special investigations unit watchingout for fraud and boasting that "there has been not a single new caseof fraud, nor prosecutions, relating to false ESF claims since theinception of the LSC."

And at back stop, there are always the ESF's own sleuths in Brussels,who are no slouches.

One Italian provider recently found this out the hard way, havingsuccessfully bid for cash to support a training programme in tourism.

Why, inquired a diligent inspector after combing through the receiptson a visit to the provider, had a tourism course needed the purchase ofa pneumatic drill?

The deputy principal looked at his boss and said with a shrug: "I toldyou we shouldn't have bought that."

Education - Further - Bidding war - Colleges are suddenly facing muchstiffer competition for European cash.
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Here's a curious thing. Further education colleges are forever moaningthat they are underfunded, so why do barely half of them make bids fora share of the European Social Fund?

This year, according to the Learning and Skills Council, about £200m isgoing begging from Brussels. This is, to quote the blurb, discretionaryfunding for education and training and for promoting lifelonglearning.

Anyone outside the tortuous world of further education finance, wouldassume that every college in the land would be clamouring for thismoney.

After all, it is one of life's more reliable rules, vividlydemonstrated by the recent Individual Learning Accounts debacle, thatwhen free money is on offer the stampede for it puts the opening day ofthe Harrods sale to shame.

But it also holds true - witness the sizeable numbers of folk who don'tclaim the benefits they are entitled to - that as many people areinclined to greet such offers suspiciously.

It seems remarkable nonetheless that barely a half of colleges applyfor this European Social Funding (ESF). That figure, incidentally, is arough one. Reliable national data on ESF bidding seem hard to find.

The 50% statistic comes from Dundas Consultancy Services, whichspecialises in - among other delights - European discretionary fundingfor education and training. At any one time, says its chairman MartinCumella, the firm is helping 40 colleges prepare bids for ESF money.

There is no sign that more colleges are prepared to take a punt for theBrussels money. In fact, since the recent changes in the applicationprocess, which require colleges to make their bids through their localLSCs, the indications are that the number willing to go through thecomplex process may dwindle.

The stark conclusion being drawn by principals and their finance teamsis that in future, colleges are going to get less of this Europeanmoney.

Shocks have been dealt already to a number of colleges which have inrecent years come to rely on ESF money for 10% and more of theirbudgets.

Earlier in the summer Liverpool Community College, situated in anobjective one priority area for ESF money, put in bids for more than£1.5m and none was accepted. The college has been used to nettingaround £3m a year from the ESF, between 8% and 10% of its budget.

Newham College in east London has had a similar disappointment. Lastyear it submitted bids for more than a dozen projects in theexpectation of getting 80% accepted to the tune of £2m or so. This yearit has bid for six projects and just one has been accepted, bringing in£400,000.

Some colleges which have up until now swung some nice sums from the ESFhave decided not to bid this year, or are at least thinking seriouslyabout ducking out.

One college in the West Midlands has reportedly even talked aboutdeclining £250,000 it has been granted because the regulations hadbecome too complex.

This argument looks a little feeble: bureaucracy on a grand scale hasbecome a part of life in further education.

Under the new process managed by the LSC, many more claims for ESF cashare coming from other education and training providers in the private,voluntary and community sectors.

In the London East LSC, for instance, the number of bids has roughlytripled, according to Martin Cumella.

"There are now 10 applications for every one that can get approved.Typically, there used to be three or four."

Why? An obvious reason is that the new process is more attractive toall education and training providers even though the heavier demandwill inevitably reduce the size of the pots of money for successfulbidders.

Under the previous system when colleges made their bids to theirregional government office and the now defunct Further EducationFunding Council (FEFC) held sway, applicants for ESF cash had to findso-called "match" funding, ie they had to show they could get 55% ofthe cost of their project from other sources.

Under the new system the LSC is offering to come up with the matchfunding itself as a "co-financer" of successful applications.

The LSC claims with justification that this takes away a good chunk ofthe hassle involved in bidding.

"Red tape is not increased by co-financing because the very processinvolves a match being achieved," an LSC spokesman said. "So, there isno need to undertake a search for the match funding element. Theprocess that must be gone through in itself ends up speeding thedelivery."

The LSC has also bowed to colleges' grouses about "abatement", theFEFC's euphemism for cutting the budgets of colleges which successfullybid for ESF cash but failed to meet their student recruitment targets.

"We have responded to the concerns over abatement by abolishing it,"said an LSC spokesman. "We envisage that colleges will be around £20mbetter off this year as a result of this."

Abatement had the virtue of encouraging "additionality", a primecondition for getting ESF money. This requires colleges to show thatprojects they bid for run outside their staple business, ie theywouldn't be doing them anyway.

This certainly deters casual applications, as does the slowness of ESFcash to materialise. The bulk of the money can come long after thecourse it is paying for is up and running.

If additionality remains a clear condition, colleges complain thatthere is too much in the new system which remains opaque to them.

Under the previous system applications to regional government officesfor ESF cash would be awarded scores, from 1 to 100, explains MartinCumella. To be successful,a bid had to attract a score of at least 75%.So far, applications under the new system have not been scored in thisway, he says.

What the new order certainly does is strengthen the LSC's hand in itsmission to plan and rationalise the provision of publicly fundededucation and training.

The quango says it is taking complaints about burdensome red tapeseriously, citing the work of its Bureaucracy Busting Taskforce, whichis due to report on progress in November.

But it also warns that it has a special investigations unit watchingout for fraud and boasting that "there has been not a single new caseof fraud, nor prosecutions, relating to false ESF claims since theinception of the LSC."

And at back stop, there are always the ESF's own sleuths in Brussels,who are no slouches.

One Italian provider recently found this out the hard way, havingsuccessfully bid for cash to support a training programme in tourism.

Why, inquired a diligent inspector after combing through the receiptson a visit to the provider, had a tourism course needed the purchase ofa pneumatic drill?

The deputy principal looked at his boss and said with a shrug: "I toldyou we shouldn't have bought that."
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INSIDE TRACK ENTERPRISE - Why Nellie still has the answers - POLICYMAKING - Informal workplace learning is a vital part of training in small companies, says David Storey. 

Small business owners are less likely than managers in large companies to undertake formal training and are also less likely to provide it for their employees. 

Why, muse policymakers, is this the case? After all, smaller businesses are much more likely to fail than larger ones and that failure is often attributed to poor management. Surely, the argument runs, if small business owners did more training there would be fewer failures. 

Policymakers also recognise that the level of skills in an economy is an important influence on its long-term growth. Hence, if formal training leads to skill enhancement, the small business sector's low level of formal training holds back economic development. 

Public policymakers in the UK over at least the past two decades have responded to this issue in three ways. 

The first has been to persuade smaller businesses that training is good for them. Glossy brochures feature grinning entrepreneurs saying how they benefited from participation in training programmes. 

A second approach, often in combination with the first, has been to subsidise training heavily on the grounds that once the business has tasted the benefits it will continue even when the subsidy is removed. 

The last - and least effective - approach is to berate the smaller business for not training, implying that companies fail to appreciate the benefits. 

In spite of all this effort, it remains the case that small businesses provide less formal training than large ones. 

It is time for a radical rethink. Key considerations are: 

* Smaller businesses are not scaled-down versions of large ones. Instead of designing programmes for large companies and marketing them to small businesses, the latter must be the focus of separate programmes designed solely for them. 

* While smaller companies provide less formal training than large ones, they are nevertheless substantial providers of informal training, encapsulated in the phrase "sitting by Nellie". 

Policymakers, however, are nervous about such informality since, in their minds, training and qualifications are synonymous. The problem is that while day release at a college can lead to a qualification, sitting by Nellie does not - even if it is in fact a much more effective way for employees to gain skills. 

For smaller companies, the link between training and qualifications may have to be broken. 

* A better understanding is needed of the very different circumstances facing small and large companies. Take the example of management training. In a large company, managers are trained not only to do their current job better but also to enable them to do their next job better. This is because managers in large companies are expected to develop a career in the business and there will be many different managerial positions they can occupy. From the viewpoint of a senior manager, providing training for a junior is no threat. 

Contrast this with the smaller business, when the owner is making a decision on whether to provide training for a manager. There may be no managerial job in the business other than that of the owner. So if the training is successful, the manager will either want a pay rise or have to find another job outside the business. 

Neither option is likely to encourage the small business owner to provide such training. 

* In the minds of many small business owners, training is equated with bureaucracy. A review of the Small Firms Training Loans Scheme* emphasised that participants felt the bureaucracy was slow and burdensome. Only if such burdens are lifted will training in smaller companies be stimulated. 

* Most radically, perhaps it may have to be accepted that smaller businesses will always provide less formal training than large ones. To ensure this does not drag down the skill base of the whole economy may mean a return to restoring something similar to individual learning accounts - the government's flagship training scheme that collapsed last year under allegations of fraud - so that it is small business workers, rather than their employers, who feel the incentive to improve their formal skills. 

The evidence is clear that individuals benefit from improved skills, as reflected in the high returns to having a degree. There is some - but much weaker - evidence that in large businesses, training enhances performance. But for smaller businesses the jury is still out as to whether formal training really enhances performance. 

The time has come for a radical, fresh look at training in small companies. 

*S. Fraser, D.J. Storey, J. Frankish and R. Roberts, 'The relationship between training and small business performance: an analysis of the Barclays Bank Small Firms Training Loans Scheme, Environment and Planning C: Government and Policy', Vol. 32, 2002, pp 211-233. 

This is the latest in a series on issues affecting policymaking on SMEs. Previous articles, dated August 15, 22 and 29 and September 19, are available at www.ft.com/ smepolicy 

The writer is director of the Centre for Small and Medium-sized Enterprises at Warwick Business School 
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An independent inquiry into the fiasco surrounding the collapse of the government's £260m flagship adult training programme will blame ministers for rushing into the project too quickly. 

The 50-page report by the National Audit Office will implicitly criticise David Blunkett's decision, as the then education secretary, to plough ahead with the introduction of Individual Learning Accounts. 

The NAO concludes that the scheme, which offered individuals vouchers or cash to pay for basic skills training, was rushed in to meet a 1997 election pledge and was based on a flawed contract with the private sector operator Capita. 

The report says there was "no business model", "no proper risk management", and a "lack of monitoring" in the project, which was closed down overnight in November last year after evidence emerged of widespread fraud and abuse. 

Estelle Morris, education secretary, largely escapes blame. The NAO notes her "prompt action" in signalling the end of the scheme, then closing it down overnight when there were fears fraud was out of control. 

Ms Morris, under fire for her role in the summer exams fiasco, is now responsible for the introduction of a successor scheme, the details of which are due to be announced before the end of the year. 

The NAO report does praise the basic concept of ILAs - which offered individuals incentives to take up training on a needs basis - and called it a prime example of "innovative policy-making". 

ILAs went live a year before the last election and had 1m account holders a month before the vote. Two months later complaints began to emerge of abuse. The minister responsible for the launch was Baroness Blackstone, now arts minister. 

The NAO report will also conclude that the partnership with Capita was not a partnership at all but based on a poorly specified contract. The government blamed Capita in part for some aspects of the delivery of the scheme. 

Earlier this week, Digby Jones, director-general of the Confederation of British Industry, said the "root cause" of many failed public-private partnerships was "poor initial specification by the government client". 

He also attacked a "blame culture" which sought to highlight the role of the private sector when services were poor while sharing in the glory when projects were seen to save money and improve services. 

The NAO report paints a damaging picture of a lack of expertise within the Department for Education and Skills in the framing of proper contracts with private sector partners that include specific penalties for service failure. 

The report provides a stark warning that more care must be taken at the outset of such projects. 
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NATIONAL NEWS - Pledge to narrow pay gap for college lecturers EDUCATION MORRIS TO COMMIT GOVERNMENT TO CLOSING WAGE DIFFERENTIALS WITH SECONDARY SCHOOL TEACHERS. 

Estelle Morris is to commit the government to narrow "substantially" the pay gap between teachers at secondary schools and further education college lecturers over the next three years. 

Next month, the education secretary will announce the target alongside a big increase in funding for FE colleges. The aim is to equip the sector to deliver improvements in vocational education and skills for business. 

The pay pledge will go a considerable way towards meeting FE staff demands for pay parity with secondary school teachers. An FE college lecturer's starting salary is £3,000 less and the top teaching salary is £6,000 less than that of a secondary school teacher. 

However, it could set a dangerous precedent for relative wage negotiations in the public sector. 

Ms Morris will also promise to narrow the funding gap of cash per student in further education, compared with secondary education, over the same time frame. 

The rises will come in the form of three-year funding settlements, which will replace annual budgets, giving college heads greater ability to plan ahead. Mid-year financial reviews will go. 

Heads will also be given more discretion over how to spend the money, with less cash earmarked by Whitehall for particular purposes. 

FE colleges instead will be asked to sign up to targets, setting out what they are expected to achieve over the funding period. 

Ministers hope the money, along with organisational changes, will enable FE colleges to play their part in a broader shake-up of vocational education. 

Ivan Lewis, the skills minister, is conducting a review of funding for vocational education, which will feed into a National Skills Strategy, accompanied by a delivery plan, next spring. 

The concept of Individual Learning Accounts, which give individuals a grant to spend on adult education, will be revived under a new name with safeguards against fraud. 

Ministers have not ruled out compelling companies to contribute to workers' education, perhaps through training levies. 

But a senior person in the Department for Education and Skills admitted "we have to create a system that can deliver first of all". He said the government would make the vocational education system more "user-friendly" for employers - and see if companies responded voluntarily first. 

Ministers want FE colleges and private sector training companies to be driven by employers need, identified by sector and by region. 

A pilot project, bringing together local Regional Development Agencies and Learning and Skills Councils to develop skills strategies could be extended nationally. 
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Killer facts 

Employers frustrated by government's flagship Business has raised concerns that the scheme will give employees a statutory right to time off, writes Jim Kelly. 

No government since Clement Atlee's in 1945 has seemed better placed to deliver on skills and training than Labour in its second term, largely thanks to a first term putting into place an elaborate structure topped off by the £7bn-a-year Learning and Skills Council. 

The second term has seen this structure underpinned by a commitment to continued investment through the 2002 spending review. Funding was earmarked for a range of projects, including improving the basic skills of 1.5m adults by 2007 and a big expansion in apprenticeships. 

But heralding a revolution in training and skills is a dangerous game. The UK lags behind its industrial competitors in skills development. There are 7m adults with the skills of school leavers. Atlee's government launched technical schools - only to see them wither on the vine. 

So will Estelle Morris, education and skills secretary, fare any better? Labour's first term efforts were marred by the fiasco over adult training when Individual Learning Accounts collapsed as a result of abuse and fraud. Regulators will report this week on what went wrong. 

But Labour's second term has started more auspiciously. Margaret Murray, head of education for the Confederation of British Industry, said: "The good thing is that they're focused on the long tail of adults with low skills. 

"This can be a drag on business performance and a blight on individuals' lives." 

There is also praise from business for the focus on low skills in the workforce. Chris Humphries, director-general of City & Guilds, said: "They deserve credit for recognising that the skills of the workforce is as big an issue as the skills of the young." 

Another key principle Labour appears to have got right is a focus on the individual. A good example was the ill-fated Individual Learning Accounts. This was a successful scheme on one level - it attracted thousands of learners by offering discounts on training. It is to be relaunched soon. LearnDirect, the online training service, also satisfies individual ambition and enterprise. 

But there is one cloud over Labour's ambitions. The government has set up pilots in which employees get time off work and employers are compensated on a sliding scale of between 100 per cent and 150 per cent of the cost. But beyond the pilots a bigger issue must be decided: will workers have a statutory right to time off? There is anxiety within industry that this is the direction of government policy. Gordon Brown, the chancellor, is known to be an enthusiast and has said that the voluntary approach to tackling skills is dead. And the Treasury is apparently prepared to shoulder the £1bn-a-year cost for such a project. 

"But the idea that the voluntary route failed is wrong," said one employer, who preferred not to be named: "Industry spends £23bn a year on training. What about Investors In People? That is not failure." 

Mr Humphries thinks the focus on giving workers a right to time off is wrong: "There is no evidence that time is the biggest issue. If it was you would see the unemployed queueing up for training - which they don't." He said a "licence to work" policy, in which workers needed a qualification to enter an industry, was the way forward. Construction and health were already moving this way. This, he said, should be coupled with a right to training for the under-skilled. 

The other question over Labour's policies is the LSC. The idea was to provide, for the first time, a single body to cover post-16 education and training and one framework for the spending of public and private money. Business was promised 40 per cent of the seats on the 47 local arms of the LSC. But is it really in the driving seat? 

The picture, more than a year after the LSC launched, is unclear across the country. In some areas business appears to be sidelined. "Employers don't have an executive role at the local level - the bureaucrats do," said one businessman. 

But in others the quality of business involvement seems high. The LSC at Chelmsford, Essex, made a successful bid to pilot the new employer subsidies and is keen to mould the provision of training from traditional providers - like further education colleges - to fit the needs of companies. 

But the real tests of Labour's self-styled crusade for better skills is its long term commitment. When Ms Morris came to office she promised to split her diary between high-profile voter friendly issues and the less dramatic world of training. But it is a hard pledge to keep. Businesses don't have votes. Only her long-term record, and that of Ivan Lewis, the new skills minister, will prove if Labour is serious about skills. 

SKILLS AND TRAINING 

* UK productivity is 13 per cent lower than in Germany, 21 per cent lower than France and 36 per cent lower than the US as measured by output per worker, the Skills Task Force calculated in 2000. 

* If the UK could improve the use and supply of skills so that productivity grew by just 0.1 per cent a year the economy would generate £10bn more output in 2000-2010. 

* If the difference in productivity between the UK and Germany could be closed the UK would generate £50bn in extra output over 10 years. 

* The UK has a particular problem in having many people with very low skills. A third of the adult workforce does not have a level 2 qualification - that is five GCSEs at A*-C. Half the workforce has a level 2 qualification but nothing higher. 

Government targets 

* By 2004 at least 28 per cent of young people to have begun a Modern Apprenticeship by age 22. 

* The basic skills of 1.5m to have been improved between 2001-07 with 750,000 by 2004. 

* The number of adults who lack NVQ level 2 or equivalent qualifications to be cut by at least 40 per cent by 2010. 

CASE STUDY 

Graham Medcroft, director of human resources at civil engineer Edmund Nuttall, is responsible for the training and skills of a workforce of 2,300, of whom 1,300 are professional engineers or support staff. 

The construction industry is battling to improve on-site qualifications for the entire sector but Mr Medcroft (above) feels that the government's flagship training body - the Learning and Skills Council - is frustrating employers. 

The 47 local arms of the LSC were supposed to have 40 per cent business membership. "The LSC was potentially very good news for us. The investment - at £7bn a year - was very large. But in my experience - and I'm a member of an LSC - they have interpreted 'business' very liberally. Someone running a two-person charity can count, or someone running a training business. I think there's a major under-representation of real business." 

Mr Medcroft also feels business is handicapped in getting its fair share of the LSC budget in comparison with schools or further education colleges. "Business is being squeezed out because the others know how to play the bureaucratic system; they're used to it." 

He also feels most businesses - especially small businesses - have little time to try to navigate the complex training and skills sector. A recent Better Regulation Task Force report attacked the complexity of the sector. "Business doesn't know what is there: from Business Links, to LearnDirect, Connexions ... small business has to be struggling." 

He does believe that the government was right to go ahead with Individual Learning Accounts, despite their collapse because of abuse and fraud. "It was a really positive idea. They got the numbers wrong and they are going to relaunch it. That's good news. But they always seem to have to wrap up a good idea in bureaucracy." 

Like many employers he is worried Gordon Brown is determined to introduce a statutory right for time off for training and has abandoned the voluntary approach. "That would be completely out of step with reality. You will have people doing training for training's sake." He is not alone in calling for greater funds for Investors In People as an alternative strategy for fighting skills shortages. Picture: Natasha Brown 
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Blair fails to persuade Education Secretary to stay

ESTELLE MORRIS stunned Westminster last night by resigning as EducationSecretary, admitting that a succession of bruising rows in recent weekshad destroyed her confidence to do the job.

Tony Blair, who was first told of her decision on Tuesday, isunderstood to have pleaded with her to stay. However, in a telephonecall yesterday from a teachers conference in Birmingham, she confirmedher decision and last night set out her reasons for leaving in anhour-long meeting with the Prime Minister in Downing Street.

Ms Morris is the second Cabinet minister to be forced out since thelast election following Stephen Byers's resignation as TransportSecretary in May.

The former teacher, who was promoted to the Cabinet less than 18 monthsago, has been beset by difficulties in recent weeks not least over theA-level regrading debacle.

Her letter of resignation includes a remarkable account of her crisisof confidence and a frank acknowledgement of her failure to adjust fromthe junior ministerial ranks to a top-rank post.

"I've learned what I'm good at, and also what I'm less good at. I'mgood at dealing with the issues, and in communicating with the teachingprofession. I am less good at strategic management of a huge departmentand I'm not good at dealing with the modern media.

"All this has meant that with some of the recent situations I have beeninvolved in, I have not felt I have been as effective as I should be,or as effective as you need me to be," she said.

Her handling of the A-level grades controversy raised serious questionsover her judgment. Although she ordered an immediate inquiry intoevidence that thousands of students had been marked down, Sir WilliamStubbs, the chairman of the Qualifications and Curriculum Authority,claimed that he had been set up as a scapegoat by the EducationSecretary.

In his reply to Ms Morris's letter last night, the Prime Minister,said: "Politics can be a difficult and lonely job, and the pressurescan be intense. I'm sorry that things have not worked out for you asboth of us hoped and wished when I appointed you."

Mr Blair added: "I have no doubt at all that you will come back intoGovernment. I want you to know that I continue to hold you in thehighest regard. You have been a great asset."

Speculation on her successor last night centred on Charles Clarke, theLabour chairman who is a former junior Education Minister, as well asPatricia Hewitt, the Trade and Industry Secretary. David Miliband, herdeputy, is another possible replacement, although having been electedas an MP for the first time only last year, he may be judged to needmore experience.

Friends of Ms Morris said last night there had been no specific triggerfor her resignation but that the "drip, drip, drip" of controversy hadconvinced her that she no longer wanted to continue in office. She issaid to have become worried that the tabloid press was intent onhounding her in the same way it had succeeded in driving Mr Byers fromoffice. In an interview for the BBC last night, Ms Morris's eyes filledwith tears as she admitted that the "intrusive modern media" had beenone of the reasons she no longer enjoyed her job.

Damian Green, the Shadow Education Secretary, had been planning toincrease the pressure on her today in the Commons by citing her promisemade three years ago to the Commons education committee while still ajunior minister to resign if a range of exam targets were not met bythis summer. Although the Conservatives have accused her of reneging onthat undertaking, officials insisted that this was not the reason forher sudden departure.

However, there was little sign that the rows that have blighted herCabinet career were abating.

A damning National Audit Office report is due to be published tomorrowinto Individual Learning Accounts (ILAs), a government scheme to handcash for training to adults. It is expected to disclose that much ofthe £67 million of taxpayers' money spent on the programme was pocketedby fraudsters. Mr Green said: "This is the inevitable consequence ofthe disasters that have struck the Government's education policy overthe last few months. What is most important now is to try and restoreconfidence in the exam system and the other areas of education policythat have gone so badly wrong.

"We have been calling on Estelle Morris to resign for the past monthnow so it is good that she has done the decent thing and not clung tooffice the way Stephen Byers did."

Ms Morris was regarded as a model new Labour minister when she waspromoted last year. Her persistence in seeking more money for schoolswas rewarded with a massive 6 per cent real terms increase in theeducation budget when the Treasury published its spending reviewearlier this year.

However, by then her stewardship was already being called into questionover the collapse of ILAs. Her position was further weakened by thefailure of checks on the criminal records of school staff. Delays atthe Criminal Records Bureau meant that thousands of checks were notready for the new school term and the blame was landed at her door. Shealso infuriated teaching unions with remarks saying that she would nottouch many comprehensives "with a barge pole".

Last month's A-level regrading scandal embroiled Ms Morris in thetoughest battle of her career. She faced the humiliation of apre-emptive strike by head teachers from private and state schools whocalled a joint news conference to accuse her department of artificiallysuppressing grades in this year's results.

While the rapid investigation by Mike Tomlinson, the former ChiefInspector of Schools, helped Ms Morris to fend off some of her critics,suspicions still remained that there were more fundamental flaws with Alevels that she should have foreseen.

The final straw may have been the row over two boys expelled from GlynTechnology College in Epsom, Surrey, for death threats to a teacher whowere reinstated by an independent appeal panel. Ms Morris publiclybacked the school but was accused of making the situation worse becauseshe had no powers to overrule an independent panel.

Ms Morris received a public show of support as she left her departmentfor the last time yesterday evening. Some 20 staff formed an unofficialguard of honour, some cheered and applauded and others shed tears.

She was escorted to her car by John Prescott, the Deputy PrimeMinister, who kissed her on the cheek as she left.

(c) Times Newspapers Ltd, 2002.
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Estelle Morris resignation - Analysis - Downfall of the cabinet goldengirl who refused to play the political game - Low-key style was admiredby teachers but not suited to job.

At the height of the recent A-level debacle, Estelle Morris emergedfrom a particularly bruising television interview fizzing withfrustration. The education and skills secretary was not angry that shehad failed to land sufficient punches on her questioner, nor concernedthat she had made a gaffe landing her in yet deeper water.

She agonised, instead, that the rules of the game of politics hadprevented her from making clear the strength of her concern andsympathy for the students involved. Politics, she lamented, did notpermit its practitioners candidly to say sorry, for fear of beingaccused of weakness - particularly risky in a woman.

Last night, perhaps, Ms Morris listened to her human side as much asthe political side of her personality. More than many of hercolleagues, she may have decided she was unwilling to tough out monthsof constant opposition harrying, which would have required her tomaintain a resilient public face without betraying a chink of weakness.In resignation interviews, she spoke - without malice - of herdiscomfort at intense media scrutiny that inevitably came with herpromotion to education secretary.

Even on the way up the political ladder - as one of only a few of TonyBlair's ministers to have stayed in the same department, enjoying aseries of promotions - she never acted the powerful politician. After ayear in the cabinet, advisers were still having to tell her to stopwrapping her arms protectively around her body and crossing her legswhen being interviewed.

In the Commons or in interviews, she spoke exactly as she spoke inprivate: quietly but animatedly, with a mild Mancunian accent betrayingher upbringing in Whalley Range.

Her manner contrasted strongly with the bluff, harder-hitting style ofher friend and predecessor David Blunkett, to whom she has repeatedlypaid tribute.

Teachers took to Ms Morris, herself a former PE and humanities teacherand head of sixth-form at a tough Coventry comprehensive: a backgroundshe frequently drew on and referred to while in office. She pridedherself on her ability to relate to teachers, who in turn warmed to herhuman touch.

Educationalists and teachers' leaders, hearing of her surpriseresignation last night, lined up to lament the loss of a committed,hard-working and honourable education secretary.

Ms Morris's modest, unflashy approach - not many education secretarieswould have lived down failing their A levels - suited some of thedecisions made in office better than others. After her predecessor'sefforts to bring down soaring levels of school exclusions by settinglimits on expulsions led to frustration among heads and provided a softopposition target, she effectively reversed the policy, instantlywinning backing from teachers and parents.

Her overruling of an appeals panel deci sion to allow two pupils backto Glyn technology school in Surrey after they plagued a teacher withdeath threats might, without the context of the A-level fiasco, havewon her more plaudits than criticism.

Her low-key, non-combative style, and unwillingness to play the game ofusing the media to promote herself and her cause, were rewarded duringlast summer's comprehensive spending review, when she securedsignificant extra funds for education without storming to the press inthe manner of her predecessor Mr Blunkett in his new Home Office post.

But, although highly rated by the prime minister, some of the shinestarted to come off the cabinet's "golden girl" even before the recentA-level row. She was criticised by a select committee for the way shescrapped individual learning accounts for adult learners; narrowlyescaped the first industrial action in three decades by head teachers;and was forced to withdraw plans to introduce a graduate tax.

In August, while she was holidaying in Australia, her department issuedpanicky instructions to the criminal records bureau to completebackground checks on all new teachers by the start of term in the wakeof the Soham murders. When she returned it became apparent the CRBcould not deliver, and she carried the can for an embarrassing u-turn.

When the A-level crisis broke just five weeks ago she called on formerchief inspector of schools Mike Tomlinson to launch a two-stage inquiryinto the fiasco. That led to thousands of students having their A-levelmodules regraded. She and the exam boards seemed to be vindicated lastweek when fewer than 2,000 youngsters got improved results and only 165were eligible to switch to their first choice of university.

But just two weeks ago she admitted in a Guardian interview that shewas still wrestling with the calls for her resignation, just as a newrow broke over her decision to overrule a school appeals panel. Thisweek, she faced more Tory attacks over her failure to keep a promise toresign over government failure to hit literacy and numeracy targets.

In the end, though, Ms Morris judged herself more harshly than themedia or, perhaps, even her opposition critics in their hearts. DuringLabour conference, at the height of the A-levels row, she confided tocolleagues the concern that she finally admitted in public last night -that what she found hardest in her new job was the sheer managerialchallenge of running a sprawling government department.

She feared, she said, that she simply did not have the skills to ensurethat policies she believed in were delivered in the way she wanted.

Few, if any politicians, would have acknowledged such concerns, letalone admitted that they believed they performed better in a juniorpost than in cabinet. The question for Ms Morris's legacy will bewhether such admissions will be regarded as a weakness - or, as so manyin the teaching world believe, as a rare burst of honesty, decency andstrength.
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Estelle Morris, the one-time Birmingham teacher turned education secretary, was on the brink of securing herself a page in the history of the English education system with her radical plans for overhauling the teaching profession. 

Her personal skills - honesty, integrity and a gift for building a consensus - come to the fore in the protracted negotiations with the teaching unions and the headteachers' associations during the past few months. 

Her meetings with the leaders of the three main unions were seen as a central, if secretive, triumph in the long process of school reform. As she agonised over her position in recent days, officials had tried to remind her that only she could have got this far in corralling the unions towards an agreement that would have changed the lives of 450,000 of their members forever. 

In return for greater flexibility on pay and duties, and a willingness to work alongside others within their schools, she was offering them better working hours, more prestige, and a leadership role in innovation and reform. Now that agreement must be less secure. 

While she had to endure ritual heckling at the NUT's annual conference, there was a real measure of trust among rank-and-file teachers, and indeed parents, that she understood the world of the classroom. For its part, Downing Street knows that the prime minister's second-term target of ending the era of the "bog standard comprehensive" rested, in great part, on her ability to persuade the teachers to embrace the reform project. 

She is unlikely to be replaced by a paid-up member of the NUT, as she was. Her successor will have to deal with the reform agenda, and continue to champion measures to deal with the acute and chronic shortage of teachers in many city schools. 

In other parts of the education system she was seen as less of a zealot for Downing Street's pet projects. There will be many within the private sector who will hope her departure will signal a greater willingness to let companies have a real role in running schools and education services for profit. 

"Many of us think she wasn't as supportive of using the private sector as Downing Street," said one chief executive. Instead, executives felt she was too quick to give failing local authorities and not-for-profit companies a chance ahead of for-profit enterprises. 

Industry may hope that her successor will be more interested in pushing forward the skills and training agenda. Executives complained she rarely made time for events connected to adult skills. Her term was characterised as being too focused on schools. 

Her departure comes just weeks before the long-awaited white paper on higher education and student reform. Given its many pitfalls, her successor is likely to press for yet another postponement as ways are sought to soften the blow of Downing Street's enthusiasm for top-up fees. 

In the end, she was arguably brought down, not by her own shortcomings, but by her predecessor's. All the problems that assailed her at the end were sown in Labour's first term - from the new A-levels, literacy and numeracy targets, and individual learning accounts. And, of course, it was David Blunkett who secured her the job in the first place. 
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A £273m innovative learning programme launched by David Blunkett andTessa Blackstone, that enabled hundreds of thousands of people to gainextra qualifications, was flawed and open to fraud from its first day,the national audit office reveals today.

Parliament's financial watchdog states that "corner cutting" by the twoministers to rush the scheme into operation led to the police advisingtheir successor, Estelle Morris, to close it down last December.Altogether, up to £67.6m in fraudalent claims may have been madeagainst the government.

Individual learning accounts, a subsidised IT based learning programme,allowed organisations providing courses to use aggressive marketing,create ghost students, and put on training in subjects liketranscendental meditation, north star crystals, and the Glastonburysummer festival. Officially the scheme was supposed to exclude leisure,but programmes for painting, drawing, and powerboat trainingcertificates were subsidised.

The auditors found that the scheme, promised in Labour's 1997manifesto, had been inadequately planned and from the start contained arisk of fraud. The education department never took on board warnings tothis effect from consultants, and rushed ahead with a public-privatepartnership with Capita, a management company. As a result, thedepartment had all the risk but none of the control - since Capita wasleft unsupervised to set up the system.

Civil servants thereafter never monitored the programme properly - noteven taking note of information supplied by Capita that gave earlywarnings of the problems and mounting complaints from the public.Altogether some 18,000 people have complained about the programme -from being "forced" to join courses, to finding their contentunsatisfactory.

Some 560 course providers are being investigated by the department, and99 cases have been transfered to the police for potential fraudinvestigations.

Sir John Bourn, comptroller and auditor general, says today thatcorners were cut to get the scheme going quickly. "Poor planning andrisk management by the department led to weaknesses in the system whichmade fraudalent activities possible. And the department did not keeptheir eye on the quality of the learning, and on the indications that afew unscrupulous providers were taking advantage of the inadequatesecurity arrangements."

Edward Leigh, Tory chairman of the Commons public accounts committee,said: "Today's report by the national audit office reveals theextraordinary errors by the department which led to this disastrousconclusion.

"We read with mounting surprise that, attempting to implement thescheme too quickly, the Department for Education cut almost all thecorners it could. There was no proper financial planning or businessmodel and security arrangements were risible."

Tim Boswell, the Tory higher education spokesman, said: "This reportreveals that the scheme was an accident waiting to happen. Just likethe new A-level system, the department once again failed to move fromeye-catching press release to good solid implementation."

A spokesman for the department said that a review of adult learning -the skills strategy and its delivery - would be published in June 2003.That would result in a replacement scheme, "helping us to ensure thatthe successor scheme is robust and builds on the successes of theoriginal programme, ensuring that the failures of the first scheme arenot repeated."

More education news at EducationGuardian.co.uk.
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Home Affairs Editor

TRANSCENDENTAL meditation, powerboat racing and exercise to music were among ineligible courses funded by taxpayers under an adult learning scheme that was shut down amid widespread fraud.

The National Audit Office says in a report today that money was wasted on meaningless or incomplete courses financed by the Government's flagship Individual Learning Accounts.

The system was defrauded of millions of pounds by providers who received payments for unused accounts. Although the full extent of the fraud is not yet known, more than 130 providers who had been paid #67 million are still under investigation. Nearly 100 have been referred to the police.

Poor controls meant people were able to claim cash for courses that ministers never intended to subsidise. They included Summer Glastonbury 2001, which cost #1,390.

A total of #77,024 went on creative writing and #16,985 on "learn to draw and paint" courses. Another #8,991 was wasted on "north star crystals", #18,733 on a course leading to a "national powerboat certificate", #15,852 on "exercise to music", #1,085 on "transcendental meditation" and #228 on "Chronic Cats 2001".

The NAO says the courses should have been declared ineligible because they did not have a vocational element likely to enhance the student's employability.

ILAs were intended to help adults who wanted to improve their basic skills or learn new ones such as how to use a computer. The first million account holders were given #150 towards the cost of a course, providing they contributed #25.

The Education Department is still uncertain how many accounts were opened and how much money earmarked for use by learners was taken without their knowledge. However, the ILAs have already cost the taxpayer more than #273 million, against an original budget of #199 million.

Officials failed to carry out cursory checks on companies providing training. When they obtained access to the system's database, fraudsters were able to access account numbers to claim the subsidies.

Sir John Bourn, head of the NAO, said: "In some respects, this was a very good scheme. It was popular and encouraged many people to acquire or update much needed skills.

"But the speed with which the department implemented the scheme resulted in corners being cut. Poor planning and risk management by the department led to weaknesses in the system which made fraudulent activities possible."

The junior education minister, Ivan Lewis, said in a Commons written answer that the scheme was to be replaced next year.
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TENS OF thousands of pounds of taxpayers' money was wasted on coursesranging from "transcendental meditation" to "north star crystals",according to a report on the collapse of the Government's individuallearning accounts (ILA).

More than 130 course providers are under investigation over paymentstotalling £67m, but the full extent of the fraud which forced thescheme's closure last year will not be known for up to two years, theNational Audit Office said.

Ten police forces are still investigating fraud allegations againstdozens of companies nearly a year after Estelle Morris, who resignedfrom her job as Education Secretary on Wednesday, was forced to shutILAs down.

The Department for Education and Skills said yesterday that lessonswould be learnt from the fiasco, but admitted that no replacement wouldbe introduced before June next year, when ministers publish the resultsof a fundamental review of adult education.

ILAs have cost the taxpayer more than £273m, against an original budgetof £199m, the National Audit Office (NAO) said. Auditors said thescheme lacked proper controls and had been implemented too quickly,opening the door to fraud, and failing to prevent ineligible coursesfrom attracting state funding.

Examples included £77,024 spent on creative writing and £16,985 on"learn to draw and paint" courses.

Some £8,991 was spent on "north star crystals", £18,733 on peoplestudying for a national powerboat certificate, £15,852 on "exercise tomusic", £1,085 on "transcendental meditation" and £228 on "Chronic Cats2001" courses.

Sir John Bourn, head of the NAO, said: "The speed with which thedepartment implemented the scheme resulted in corners being cut."

Edward Leigh, the Conservative chairman of the Commons Public AccountsCommittee, said: "Many things went wrong ... it is hard to single oneout for special mention. But I am particularly concerned about thedepartment's decision not to apply quality assurance to courses,relying rather on market forces to weed out poor educationalproviders."

Fraudsters 'made millions' from adult learning scheme.

By Tony Halpin Education Editor.
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MILLIONS of pounds of public money were lost in fraud under agovernment scheme for adult education, a report by the National AuditOffice said yesterday.

Ministers rushed in individual learning accounts (ILAs), which enabledpeople to claim subsidies for training courses, despite clear warningsabout the risk of deceit by companies involved. They were forced toclose the scheme last November on police advice after it became clearthat tens of millions of pounds could be lost in fraudulent claims.

Scores of training companies who claimed £67 million in taxpayers'money are being investigated by police, the Audit Office said. It waslikely to be another two years before the full scale of fraud isknown.

Nine companies under investigation received £21 million in incentivesfor running a basic computing course. Payments of more than £1.5million were made to 20 companies.

The Department for Education and Skills admitted that mistakes weremade. It reacted to the report by announcing that it had ended a £50million contract with Capita, the services company that implemented thescheme, which was meant to run until 2005. Capita has insisted that itssystems were secure.

The audit office criticised the department for failing to respond fullyto warnings about the dangers involved and for "the very tighttimetable for getting the scheme set up". Poor financial controls meantthat officials never realised that 13 training providers had eachregistered more than 10,000 students, making them larger than 80 percent of further education colleges for part-time enrolment.

The scheme was intended to fund courses to improve people's job skills.Under a 1997 Labour manifesto commitment, the first millionaccount-holders were given £150 towards the cost of a course, providedthat they contributed £25. After that, courses attracted a 20 per centsubsidy worth up to £100, or 80 per cent worth up to £200 in the caseof basic computing and mathematics.

Slack controls meant that money was wrongly spent on courses in leisurepursuits, such as transcendental meditation. Ministers wasted £77,000on creative writing courses. Among the more bizarre courses thatwrongly gained funding were "north star crystals" ( £8,991), "ChronicCats 2001" ( £288), and "Summer Glastonbury 2001" ( £1,390).

The National Audit Office said that ILAs had cost the taxpayer morethan £273 million, against an original budget of £199 million. Problemswere compounded by the unexpected popularity of ILAs: the target of onemillion holders was reached six months early, in September last year.More than 2.6 million accounts were opened by the time the scheme wasclosed.

Estelle Morris, the former Education and Skills Secretary, ordered theclosure after being warned that companies were trawling Capita'sdatabase of learners for unused accounts so that they could claimsubsidies for courses that the individuals never took.

The department has no idea exactly how many accounts were opened andhow much subsidy money earmarked for use by learners was taken byunscrupulous companies. Research suggested that more than a quarter oflearners registered on courses had not done them.

As with the introduction of the new A level in 2000, many of theproblems with the scheme resulted from its rushed introduction. Theaudit office said that the Department for Education was under pressureto launch ILAs as quickly as possible in 2000 and gave Capita less thanfive months to set the scheme up.

(c) Times Newspapers Ltd, 2002.
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Policy and politics - Learning programme was open to fraud, sayauditors - Warnings over qualifications scheme went unheeded.

A £273m innovative learning programme launched by David Blunkett andTessa Blackstone, that enabled hundreds of thousands of people to gainextra qualifications, was flawed and open to fraud from its first day,the national audit office reveals today.

Parliament's financial watchdog states that "corner cutting" by the twoministers to rush the scheme into operation led to the police advisingtheir successor, Estelle Morris, to close it down last December.Altogether, up to £67.6m in fraudalent claims may have been madeagainst the government.

Individual learning accounts, a subsidised IT based learning programme,allowed organisations providing courses to use aggressive marketing,create ghost students, and put on training in subjects liketranscendental meditation, north star crystals, and the Glastonburysummer festival. Officially the scheme was supposed to exclude leisure,but programmes for painting, drawing, and powerboat trainingcertificates were subsidised.

The auditors found that the scheme, promised in Labour's 1997manifesto, had been inadequately planned and from the start contained arisk of fraud. The education department never took on board warnings tothis effect from consultants, and rushed ahead with a public-privatepartnership with Capita, a management company. As a result, thedepartment had all the risk but none of the control - since Capita wasleft unsupervised to set up the system.

Civil servants thereafter never monitored the programme properly - noteven taking note of information supplied by Capita that gave earlywarnings of the problems and mounting complaints from the public.Altogether some 18,000 people have complained about the programme -from being "forced" to join courses, to finding their contentunsatisfactory.

Some 560 course providers are being investigated by the department, and99 cases have been transfered to the police for potential fraudinvestigations.

Sir John Bourn, comptroller and auditor general, says today thatcorners were cut to get the scheme going quickly. "Poor planning andrisk management by the department led to weaknesses in the system whichmade fraudalent activities possible. And the department did not keeptheir eye on the quality of the learning, and on the indications that afew unscrupulous providers were taking advantage of the inadequatesecurity arrangements."

Edward Leigh, Tory chairman of the Commons public accounts committee,said: "Today's report by the national audit office reveals theextraordinary errors by the department which led to this disastrousconclusion.

"We read with mounting surprise that, attempting to implement thescheme too quickly, the Department for Education cut almost all thecorners it could. There was no proper financial planning or businessmodel and security arrangements were risible."

Tim Boswell, the Tory higher education spokesman, said: "This reportreveals that the scheme was an accident waiting to happen. Just likethe new A-level system, the department once again failed to move fromeye-catching press release to good solid implementation."

A spokesman for the department said that a review of adult learning -the skills strategy and its delivery - would be published in June 2003.That would result in a replacement scheme, "helping us to ensure thatthe successor scheme is robust and builds on the successes of theoriginal programme, ensuring that the failures of the first scheme arenot repeated."

More education news at EducationGuardian.co.uk.
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When a wide-eyed new Labour government was launching individuallearning accounts, your columnist asked the DfES how secure the schemewould be from fraud. An official tartly retorted there would be nofrittering of public money on bogus courses. Heavens no! The rulesforbade people spending the money on driving lessons, he said. So whatdid the ILA millions go on? The National Audit Office report publishesa sample of some course titles: North Star crystals, Summer Glastonbury2001, and something called Chronic Cats 2001. Clearly far more usefulthan learning to drive.
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Exit and entree

Barely had Ivan Lewis, the adult skills minister, greeted the eightguests invited to trough with him at a swanky London hotel than he wasslipping out to answer his pager. The guests waited a mite impatientlyto hack into the first course. But the minister's face on return madeclear that something extraordinary had just happened. "I don't know howto say this but I've got to go and see Estelle Morris, who has justresigned." And so he scarpered, leaving the eight college principals,who had slogged in from all over the country to discuss governmentplans for further education, to cut up their own vegetables.

Jolly good fellow

An old pal of new education capo Charles Clarke recalls a moresatisfactory entertainment experience in the mid-1990s before the beefyone had become an MP and was building up a promising career as aconsultant. He'd been brought in to advise the now defunct Associationfor Colleges. "He stumped up for a particularly fine bottle of claretbecause he was in celebratory mood. He'd just netted his first£1,000-a-day client," the pal recalls. Happy times!

Crystal clear

When a wide-eyed new Labour government was launching individuallearning accounts, your columnist asked the DfES how secure the schemewould be from fraud. An official tartly retorted there would be nofrittering of public money on bogus courses. Heavens no! The rulesforbade people spending the money on driving lessons, he said. So whatdid the ILA millions go on? The National Audit Office report publishesa sample of some course titles: North Star crystals, Summer Glastonbury2001, and something called Chronic Cats 2001. Clearly far more usefulthan learning to drive.
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The senior civil servant in charge of the Department for Education andSkills last night admitted he was ashamed of its mishandling of aflagship adult learning scheme which collapsed after swallowing up tensof millions of pounds of taxpayers' money in fraud.

The department's permanent secretary, David Normington, told MPs on thepublic accounts committee: "I'm quite ashamed of it. We have got to putit right."

Grilled on the events that led up to the withdrawal of the individuallearning accounts, Mr Normington came under fire from the MPs forfailing to monitor the scheme and failing to respond to fraudwarnings.

Mr Normington said when he first took up his job in 2001 the governmentwas under the impression that "we had a success story on our hands".

But he admitted it had since turned into "a bad story of inadequatemonitoring and of not picking up the signals".

Individual learning accounts, a subsidised IT-based learning programme,allowed organisations providing courses to use aggressive marketing,create ghost students, and put on training in subjects such as theGlastonbury festival.

The programme was devised by Labour while in opposition and MrNormington admitted the department was under great pressure todeliver.

The MPs took evidence from Mr Normington and representatives of Capita,the private company appointed by the government to run the scheme in a£55m contract, focusing on the findings of a damning national auditoffice report.

The Department for Education and Skills last week terminated Capita'scontract to work on a new version of the ILA.

Mr Normington said there had not been a single resignation among hiscivil servants.
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The senior civil servant in charge of the Department for Education andSkills last night admitted he was ashamed of its mishandling of aflagship adult learning scheme which collapsed after swallowing up tensof millions of pounds of taxpayers' money in fraud.

The department's permanent secretary, David Normington, told MPs on thepublic accounts committee: "I'm quite ashamed of it. We have got to putit right."

Grilled on the events that led up to the withdrawal of the individuallearning accounts, Mr Normington came under fire from the MPs forfailing to monitor the scheme and failing to respond to fraudwarnings.

Mr Normington said when he first took up his job in 2001 the governmentwas under the impression that "we had a success story on our hands".

But he admitted it had since turned into "a bad story of inadequatemonitoring and of not picking up the signals".

Individual learning accounts, a subsidised IT-based learning programme,allowed organisations providing courses to use aggressive marketing,create ghost students, and put on training in subjects such as theGlastonbury festival.

The programme was devised by Labour while in opposition and MrNormington admitted the department was under great pressure todeliver.

The MPs took evidence from Mr Normington and representatives of Capita,the private company appointed by the government to run the scheme in a£55m contract, focusing on the findings of a damning national auditoffice report.

The Department for Education and Skills last week terminated Capita'scontract to work on a new version of the ILA.

Mr Normington said there had not been a single resignation among hiscivil servants.
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A senior civil servant yesterday told MPs he felt ashamed at the way his department had handled the government's flagship training scheme before its collapse amid allegations of widespread fraud. 

"This is a bad story. I am ashamed of it on behalf of my department ... it is as bad a case as I can remember," David Normington, permanent secretary at the Department for Education and Skills, told the Commons public accounts committee. 

He was speaking as MPs pursued their inquiries into the £273m scheme, known as individual learning accounts, which was abruptly closed at the start of the year following its launch after the 1997 election by David Blunkett as education secretary. 

While steering clear of directly attacking ministers, Mr Normington accepted the judgment of a recent National Audit Office report that the scheme had been inadequately planned, and was allowed to continue - despite warnings that its contract with the private sector operator Capita was deeply flawed - without proper security measures. 

Mr Normington also accepted that the scheme, which offered individuals vouchers or cash to pay for basic skills training, had been influenced by the perceived need within Whitehall to meet a 1997 Labour election pledge. 

While the government has partly tried to blame Capita for the delivery of the scheme, Rod Aldridge, the company's executive chairman, yesterday told MPs that Capita was excluded by officials from the project management and therefore had "no control over the decisions that were made". 

Mr Normington, who is supervising the investigation into the ILA affair, said it could take at least another two years before the full scale of the fraud was unearthed. He revealed that an unnamed official had been moved elsewhere. 
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Comment - INSIDE POLITICS - Never mind the quality, feel the quantity -On past form, many of the new laws announced in this week's Queen'sSpeech will not be worth the goatskin they are written on.

BY THE GRACE OF God and the conveyance of the Irish state coach, thisWednesday Her Majesty will clatter up the Mall to the House of Lordswhere animated playing cards will trumpet her on to the golden thronefrom which she will deliver the sixth Queen's Speech of the Blairreign.

For the supposedly dignified wing of the constitution, this display ofthe traditional rituals of the British state will be a welcome relieffrom all that ghastly stuff about what the royal butler saw. For thesupposedly efficient branch of the constitution, the ceremony performsan even more useful purpose. Her Maj in performance with all those menin tights creates a brief illusion of a historic pageant immutable bytime.

The beginning of a new parliamentary year allows Ministers to weaveanother kind of deception on the eye, the illusion of an ever-forward,ever-upward government of history-makers. Speech Day is the annualopportunity for Ministers to bugle how firmly they are in charge, howbursting they are with ideas, how thrusting are our masters, howpurposeful is their direction, and how clear is their strategy for therenewal of Britain.

Some of the legislation which the Queen will prefigure from the thronewill excite opposition. Ministers should welcome that. The more heatthey generate, the more glow they get. The controversies serve the samepurpose of swelling the impression of a dynamic and confidentgovernment boldly embarked on change.

Measured in one crude way, this government has been an exceedingly busygovernment. Indeed, it has been a hyper-active government, even a manicgovernment. In the last parliamentary session - not many people knowthis - Ministers broke all records by passing into law more pages oflegislation than in any previous session. At the Charter 88/ Observerconference on democracy last weekend, Robin Cook predicted that hisStakhanovite Cabinet colleagues would set another new record for outputin the next legislative shift.

WHETHER YOU ARE impressed by the volume of the words they disgorge onto the statute book depends on whether you think government should becelebrated for its quantity rather than its quality. Mr Cook, eventhough the Leader of the House is foreman of the law factory, seemed toharbour his own doubts about whether the best laws are thick laws.

There will be a meaty hunting Bill in this coming session. Even ifParliament votes to outlaw it, that's no guarantee that it willactually be banned. Hunting is illegal in Scotland - and yet it goeson.

The self-proclaimed themes of this Queen's Speech will be reform ofpublic services and cracking down on crime. Where have we heard thatbefore? We have heard it in every other speech that Tony Blair has putinto the mouth of his regal ventriloquist's dummy. What does changefrom year to year is what they mean by public service reform.Sometimes, the shifts are of emphasis as Ministers jump from promotingone initiative to another. In New Labour's first term, Education ActionZones were the big buzz. In the second term, the large noise is allabout City Academies.

Sometimes, the Government simply stands on its head and hopes no onenotices. In the first term, to a great blaring of brass instruments,they abolished the Tory internal market in the health service. In thesecond term, they are reinjecting competition into the NHS in the shapeof foundation hospitals. Sometimes, things become so hideouslyembarrassing - Individual Learning Accounts, operation waiting-listtargets - that they are just ditched. Sometimes, things simplydisappear without trace. Whatever happened to so-called People'sPanels? Great presentational effort, as well as taxpayers' money, wasexpended on this whizzy idea for involving the public in law-making.They have never been heard of since. They have gone the same way as thePeople's Question Times that Mr Blair once committed himself to holdingevery month.

So bewildering is the frequency of changes to tax law that Gordon Brownshould offer a special tax credit to anyone who can name all of his taxcredits. Just as you may be getting familiar with the children's taxcredit, the childcare tax credit and the working families tax credit,they have gone - or are going - to be replaced by the child tax creditand the working tax credit. For the time being, at any rate.

The Chancellor is an idle law-maker compared with his rival over at theHome Office. The most gargantuan deluge of new legislation will spewforth from David Blunkett's fiefdom - yet again. Having hoggedparliamentary time in the last session, the Home Office will do thesame again in this session, as it has in so many parliamentary sessionsover the past 20 years.

I suppose it's not surprising that the department of law enforcement isso pathological about wanting to give itself more and more laws toenforce. What it finds acutely chal lenging is creating laws thatactually work. For the construction of legislation which is useless,the Home Office is the most serial offender in Whitehall.

I wish Mr Blunkett luck with his latest slew of legislation designed toreduce antisocial behaviour. The antisocial behaviour orders, announcedin their time with as much fanfare as will be the new crackdown onpeople who drop chewing gum on the pavement, have not been deployed inanything like the numbers Ministers hoped for.

The number of drug abstinence orders used by the courts can be countedon the fingers of one hand - two hands, at best. The number of childcurfews imposed since they became law can be counted on the fingers ofa man with no hands. One of the very earliest anti-crime measurespassed by this government was three strikes and you're out (innon-baseball language, three offences and you're jailed). This promisedan automatic prison sentence for repeat offending burglars. No courthas ever used it.

The Government is so frantically creating new powers that Ministersneglect to ask themselves whether those powers are usable by those towhom they are given. Ministers have had to hand over the mental healthlegislation to a standing committee of MPs from whom it will eventuallyemerge in much shrivelled form. Only belatedly has it been grasped thatthe power to detain mentally ill people who are suspected of beingdangerous can't be used if psychiatrists won't co-operate withidentifying the suspects.

When not energetically creating laws that no one either can or wants touse, the Home Office is rewriting its earlier mistakes. Mr Blunkett hasspent much of his time as Home Secretary undoing the work of hispredecessor, Jack Straw. The essential features of his regime forasylum-seekers - dispersal and vouchers - have been overthrown. With somuch of its time devoted to making laws, you might think the HomeOffice would get better at it. But this is an example of practice makesimperfect. Home Office legislation is more notorious than ever forbeing shockingly drafted. So badly cobbled together was the Asylum Billwhich limped through the last session that the Government sought totake for itself the power to change the law by decree after it had leftParliament.

THAT'S WORTH remembering as the speech composed for her by Tony Blairrolls off the royal lips. The gilded spectacle will suggest agovernment of authoritative law-makers laying out their assured andvibrant agenda. The rituals surrounding the ceremonialising will fosterthe illusion. By ancient custom, the text that the Queen will read fromis inscribed on vellum. She opens the new parliamentary year by readingfrom a hunk of goat's skin. Given the likely fate of much of the lawthat will follow, it might be more appropriate to print the Queen'sSpeech on recyclable tissue.

a.rawnsley@observer.co.uk

Best of Andrew Rawnsley, plus preview of the Queen's Speechwww.observer.co.uk/politics.
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7David Normington, the permanent secretary at the education department,leapt straight in with an apology for the government's handling of theill-fated Individual Learning Accounts when he appeared before theawesome Commons public accounts committee last week to give his versionof how millions of pounds of taxpayers' cash were squandered. Among hismost aggressive questioners was Labour MP Angela Eagle, who asked howhe and his officials could have been "so deluded", claiming thegovernment was "obsessed" with hitting its target of signing up onemillion learners. "I think that's the right analysis," retorted SirHumphrey, sorry ... Normington. And we're glad to see he's notsquandering huge amounts of taxpayers' cash on lunches - he was spottedlater in the week picking up a sandwich from the local Westminster Preta Manger.

[tick]Meanwhile, although the rumbustious Sir William Stubbs (formerchairman of the Qualifications and Curriculum Authority, in case you'dforgotten) stole the headlines after his performance at the educationselect committee on Wednesday, there were more lighthearted momentsearlier when headteachers gave evidence on the A-level crisis. Inattendance was Neil Hopkins, principal of Peter Symonds College inHampshire. When the discussion turned to the annual debate aboutwhether A-levels are getting easier, he mused that it made him think ofRoger Bannister (pictured) and his record-breaking mile. The record wasstill being broken: "But people don't keep going out to measure themile to see if it's got shorter."

[tick]Coming to your computer screen soon - or, to be accurate,yesterday - the new improved Ofsted website. Ofsted has had a websitesince 1993 but the new version takes into account its ballooningresponsibilities for regulating childcare and inspecting post-16provision. It also recognises the needs of its many different audiences- notably parents, teachers and educationists - by highlighting keyinformation for different users. There is a new postcode search and afacility for parents with children of different ages (ie most of them).The address is the same:www.ofsted.gov.uk. But try not to be one ofthose deeply sad people who can't resist a hit on Christmas day ...Rebecca Smithers.
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[cross]David Normington, the permanent secretary at the educationdepartment, leapt straight in with an apology for the government'shandling of the ill-fated Individual Learning Accounts when he appearedbefore the awesome Commons public accounts committee last week to givehis version of how millions of pounds of taxpayers' cash weresquandered. Among his most aggressive questioners was Labour MP AngelaEagle, who asked how he and his officials could have been "so deluded",claiming the government was "obsessed" with hitting its target ofsigning up one million learners. "I think that's the right analysis,"retorted Sir Humphrey, sorry ... Normington. And we're glad to see he'snot squandering huge amounts of taxpayers' cash on lunches - he wasspotted later in the week picking up a sandwich from the localWestminster Pret a Manger.

[tick]Meanwhile, although the rumbustious Sir William Stubbs (formerchairman of the Qualifications and Curriculum Authority, in case you'dforgotten) stole the headlines after his performance at the educationselect committee on Wednesday, there were more lighthearted momentsearlier when headteachers gave evidence on the A-level crisis. Inattendance was Neil Hopkins, principal of Peter Symonds College inHampshire. When the discussion turned to the annual debate aboutwhether A-levels are getting easier, he mused that it made him think ofRoger Bannister (pictured) and his record-breaking mile. The record wasstill being broken: "But people don't keep going out to measure themile to see if it's got shorter."

[tick]Coming to your computer screen soon - or, to be accurate,yesterday - the new improved Ofsted website. Ofsted has had a websitesince 1993 but the new version takes into account its ballooningresponsibilities for regulating childcare and inspecting post-16provision. It also recognises the needs of its many different audiences- notably parents, teachers and educationists - by highlighting keyinformation for different users. There is a new postcode search and afacility for parents with children of different ages (ie most of them).The address is the same:www.ofsted.gov.uk. But try not to be one ofthose deeply sad people who can't resist a hit on Christmas day ...
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Stimulating demand from employers and workers for better skills is to be at the centre of a multi-billion pound drive to promote training, Charles Clarke will say today. 

The education secretary - a former college lecturer - will make it clear that he will not let skills and training become sidelined by the huge public and political interest in schools and universities. 

"I have no intention of skills being seen as anything other than a major priority," Mr Clarke will say. Many industrial leaders felt his predecessor, Estelle Morris, had little interest in adult training issues. 

The government's long-awaited campaign to improve training was hit by the failure of its flagship scheme - Individual Learning Accounts - which collapsed amid evidence of widespread fraud and abuse. 

Mr Clarke's speech is part of a concerted effort to fill a political vacuum on the issue of training in Labour's second term. The first term saw it put in place the Learning and Skills Council which will help implement the programme. 

The prime minister will spearhead the launch today of a plan to implement the cross-government workforce development programme. Next year a skills strategy document will set out policy in more detail. 

The workforce development programme is being co-ordinated by John Healey, economic secretary at the Treasury, and the minister who dealt with the repercussions of the collapse of the ILA programme. 

"The main thing is that this new system must be a demand-led system which meets the needs of employers," said a Cabinet Office official. "This is the big focus now on raising productivity and we need to pull the whole thing together across government." 

But ministers are aware that they may have to take statutory action to underpin the schemes. This could range from time off for training to industry levies. 

Mr Clarke's speech is designed to stimulate a debate rather than provoke a row with employers' organisations like the Confederation of British Industry. 

The government is putting huge resources into the programme, including £2.5bn a year through the new Learning and Skills Council. 
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Keeping his powder dry, the new education secretary ducked out ofNatfhe's reception at the House of Commons last week. But today, at theannula get together of the Association of Colleges, Charles Clarke mustfinally eyeball the sector if he wants to dazzle it with thechancellor's munificence. Whatever the size of further education's wadfrom the comprehensive spending review, he will get up audience nosesif he trots out the dodgy statistic repeated by ministers all year -the one that reckons the sector is barely 60% successful because onlyhalf its students end up getting all the qualifications they enrol todo. Why doesn't the AoC hit back? It should devise a success quotientfor education ministers by working out the proportion of educationtargets or initiatives that have been hit or successfully carried out,kicking off with primary school literacy and individual learningaccounts. That 58% statistic will start to look good.
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Keeping his powder dry, the new education secretary ducked out ofNatfhe's reception at the House of Commons last week. But today, at theannula get together of the Association of Colleges, Charles Clarke mustfinally eyeball the sector if he wants to dazzle it with thechancellor's munificence. Whatever the size of further education's wadfrom the comprehensive spending review, he will get up audience nosesif he trots out the dodgy statistic repeated by ministers all year -the one that reckons the sector is barely 60% successful because onlyhalf its students end up getting all the qualifications they enrol todo. Why doesn't the AoC hit back? It should devise a success quotientfor education ministers by working out the proportion of educationtargets or initiatives that have been hit or successfully carried out,kicking off with primary school literacy and individual learningaccounts. That 58% statistic will start to look good.
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ROD ALDRIDGE, executive chairman of Capita, has said that the servicesprovider will not bid for Public Private Partnerships (PPP) unlessexecutives are guaranteed direct access to ministers.

The warning comes after Capita had its fingers burnt with twohigh-profile partnerships: the Criminal Records Bureau (CRB) and theadministration of Individual Learning Accounts (ILA).

Capita was blamed for the failure of the CRB to vet teachers in timefor the start of the new term in September, although the company saysthat late changes, made without consultation with the company, posedserious problems for the bureau.

The support services company also ran the ILA scheme, which was woundup last year after allegations of fraud.

Capita is in the final stages of implementing the congestion charge inLondon that has been championed by Ken Livingstone, the Mayor ofLondon. Although the congestion charge is not a PPP, it will thrust thecompany back into the limelight if there are any problems during itsintroduction.

Mr Aldridge said: "We need something to glue the public and privatesector together because their cultures are so different. It may takeseven weeks to get a decision in the Civil Service, whereas in Capitait takes seven hours."

Mr Aldridge has argued that many of the problems that occurred at theCRB and with the ILA in September could have been avoided if thecompany had been able to speak directly to ministers at the Home Officeand the Department for Education and Skills.

Mr Aldridge, who is chairman of the CBI's newly formed public sectorstrategy board, wants to see the Government create "partnershipboards", in which the public and private sector parties can meet on aregular basis to discuss any issues that arise around the contract.

Minutes of such meetings would be passed on to the relevant minister,ensuring that all parties, including the unions, were aware of theprogress of a contract.

The Office of Government Commerce, the Treasury agency that is lookingat improving procurement through PFI and PPP, is understood to bereceptive to the idea that is already used in local authoritypartnership deals.

(c) Times Newspapers Ltd, 2002.
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The government has thrown billions at education over the past fiveyears with very little to show for it and is now under attack for thefailure of both primary and secondary schools, writes GeraldineHackett.

Primary schools were hailed as a success because standards in readingand maths did begin to improve. However, these schools have been given£739m - the largest ever investment in teaching under-11s. In return,reading scores have fallen for the past two years and the much-vauntednumeracy and literacy strategies have stalled.

Ministers have been told by the education standards watchdog Ofstedthat a rethink is required.

A similar amount has been given to more than 1,000 of the country's3,500 secondary schools so they can call themselves specialist schools.Tony Blair was last week singing their praises, but a different storywas being told to MPs on the education select committee.

David Taylor, a senior inspector with Ofsted, said there was littleevidence that specialist schools did any better than comprehensives.

The government knows secondary schools have to raise their game.Research from the Institute of Education at London University showsthat leading independent schools produce far better results than stateschools that teach equally bright children.

Among a raft of ideas that have proved dismal failures, educationaction zones take pride of place. The £230m that has been spent on themhas produced very little in terms of results. They were set up indisadvantaged areas, but they were deemed to have had little impact onschool standards and the National Audit Office raised concerns aboutthe extent to which public money was being properly audited. This yearthey were quietly killed off.

The other hugely expensive mistake was individual learning accounts,set up by David Blunkett when he was education secretary. These havecost the public purse £273m.

The level of fraud is still being investigated but could reach £120m.The plan was to provide grants for adults who could use the money topay for training.

However, it rapidly became a scam with hundreds of fraudsters falselyclaiming to be providing courses.

Phil Willis, who heads the Liberal Democrat education team, believesthat ministers have wanted endless stream of initiatives to give themdaily headlines. He said: "They have set the wrong targets and wastedmoney trying to get to them."

(c) Times Newspapers Ltd, 2002.
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Education - Wise words - Initiatives arrive and pass more swiftly thanSolomon Grundy. Every school now needs its resident wordsmith to penthe latest meaningless policy bollocks to order.

Some elements of educational policy nowadays remind me of ephemeralart. They resemble those neat arrangements of flower heads floatingprettily in a bowl of water, until they start to smell and have to bethrown away. There are policies with the same short life expectancy -vital and colourful today, desiccated and discarded tomorrow.

Remember beacon schools, those burning flames of good practice thateveryone else was supposed to emulate? Gone. Chucked in the bin withnary a thank you. Last Tuesday's floating flower collection is now tobe replaced by a set of "advanced schools" which will, in ministerialwords, "yank up" (copyright Downing Street EdSpeak plc) the rest.

What about Education Action Zones, places given extra money, as thechildren of the poor attended schools there? Also binned,unfortunately. One reason given for their sudden demise was that theyfailed to attract enough sponsorship - not really surprising, sincethey were located in the most impoverished parts of the land.

Individual Learning Accounts? Sorry, this good idea to give citizens asay in their own educational development was also ditched.Unfortunately some spivs came along, took advantage of the scheme'sinformality and ripped off the government by inventing fictitiouscourses taken by imaginary students.

Perhaps ephemeral policies are to be an inescapable feature of21st-century education. Solomon Grundy, born on a Monday, christened onTuesday, assessed against 117 tickboxes in his nursery school onWednesday, threw up on Thursday, permanently excluded on Friday, jailedfor shoplifting on Saturday, died on Sunday, that was the end ofSolomon Grundy.

Yet even in a throwaway society, disposable policies should only be asolution in certain limited circumstances. Children are in theirprimary or secondary school for six or seven years, so education needsstability, and teaching is for stayers, not sprinters. Once a schoolhas signed up for something there should be a reasonable expectation,unless the initiative is a total disaster, that its investment innovelty will pay off for a reasonable period of time.

Short-term wheezes suck schools dry of two precious commodities. Timeand energy, both in short supply, are prime requirements when settingup a project, planning its detail, piloting ideas, running a firstversion. To drain them away in a welter of hype and expectation, andthen close the whole programme down, is a bad strategy.

The counter-argument, of course, is that dynamic organisations need tobe chameleons, not dinosaurs, operating in a frenzy of permanentrevolution, so that they are always up to date, driven along on rawenthusiasm and novelty. Unfortunately policies based on short-termismare as likely to produce indifference, cynicism or resistance as theyare to nurture judicious change.

Were there an Initiatives Charter (and I hesitate even to mention sucha notion, in case some policy clone produces a glossy 64-page versionof one and mails it to every home in the land), it would set outconditions for the protection of both sides: schools from governmentzeal, and government from inertia within the system.

One important element of such a charter would be a time-limitedguarantee. If people know they will receive at least five years offinancial support they are more likely to invest their energy indeveloping and sustaining the idea. Longer-term guarantees areespecially important in the current educational marketplace, whichincreasingly offers schools only core funding and makes them competefor anything beyond that. It is an astonishingly Thatcherite principlefor a Labour government. As a result, those in poor areas face thedaunting task of raising £50,000 to gain specialist school status. Theusual analogies, like level playing fields and shifting goalposts, areironic for schools that often do not have these either.

This free market has generated a whole new breed of employee,especially in further education, the Bid Writer. In education nowadaysthe pen can be mightier than the chalk. Bid Writers are a special breedwho can weave together and launch back at policy wonks all their ownbuzzwords, with the deadly accuracy of a guided missile, sending theminto the sort of sustained ecstasy that loosens both critical judgmentand purse strings.

"This synoptic overview summarises the operational strategy fordelivering the procedural and content objectives to a world-classstandard, within the parameters delineated in Annex A of Initiative374B, glob glob, oodle oodle, turge turge." Wonderful. Give that schoola few hundred grand.

Worthwhile policies graft seamlessly on to schools and eventuallybecome their own. An ephemeral policy is merely a headline grabber, awheeze, demeaning to both begetter and recipient. Who needs a physicsteacher, when among today's most highly esteemed pedagogues arewordsmiths who can deliver world-class meaningless bollocks to order?

Ted Wragg is professor of education at the University of Exeter.
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THE Scottish Executive issued a self-styled "report card" on itsachievements yesterday - but faced criticism for listing several ofthem twice.

The Executive said that of 327 detailed policy commitments, 247 wereeither achieved already or were "ongoing", and a further 54 were "ontrack" to be achieved. A further 16 were likely to be achieved but werebehind schedule. Another ten might not be achieved.

Ministers' claims that they had met or were about to meet 92 per centof the targets set when devolution was established in 1999 wereovershadowed, however, by examples of "double-counting".

The glossy brochure, produced by civil servants, noted twice that theExecutive was on target to end rough sleeping by 2003 and that anursery place would go to all three-year-old children. Also qualifyingfor an encore were the creation of NHS 24 and the numbers of individuallearning accounts set up.

In controversial areas such as NHS waiting-times, the document boaststhat the longest time patients wait for inpatient treatment in Scotlandhas been reduced from 12 to nine months. It does not mention that theaverage waiting time for inpatient care is now five weeks, the longestsince March 2001.

The document is itself the honouring of pledges given by ministers whenthey produced their first Programme for Government in 1999 and when anupdated version was produced in January 2001.

Jack McConnell, the First Minister, said that it was "a good reportcard by any standards" and proved that devolution had made a differencein Scotland. The achievements, he said, included a new NHS waitingtimes unit, more doctors and nurses in the NHS, record numbers ofpolice officers, transport improvements and 100 new or refurbishedschools.

"Where targets have not been achieved, we have been honest. In somecases, the underlying aim has been met in other ways," he said.

Opposition parties were not so impressed and criticised the document.John Swinney, the Scottish National Party leader, said the examples ofdouble counting were what Scots had come to expect from the Executive.

"Back-slapping and self-congratulation is no substitute for delivery,"he said. He claimed that the Executive's real record was one of risingwaiting-lists and times, rising child poverty, rising serious crime,falling school standards and an economy in trouble.

The Scottish Tories said that the Executive was "only kidding itselfwith this risible list of so-called achievements". David McLetchie,their leader, said: "The people of Scotland know that despite havingpaid higher taxes year after year, our public services havedeteriorated year after year."

The Executive denied that it had boosted the figures by double-countingsome of its achievements. A spokesman said that the second Programmefor Government document did not completely replace the first, but therewas a degree of "commonality" between them.

"To be completely clear and transparent, we audited everything in thetwo documents, and as a result there are some things in there twice,"he said.

(c) Times Newspapers Ltd, 2002.
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Could still do better - With only six months to complete its nationalskills strategy, the government must work harder, says Conor Ryan.

Globalisation may get green and left-wing activists all fizzed up andmarching. But the concept provokes a more mundane response amongwestern governments; for them it signals the need for better-educatedworkforces. They reason that while they cannot compete on price withlow-wage economies, they can compete on quality if their workforces arehighly skilled.

For Gordon Brown, the chancellor, that means translating his DowningStreet neighbour's mantra of "education, education, education" into"skills, skills, skills". Brown's announcement of more funding for"employer training pilots" in his November pre-budget report was hissignal that despite the economic slowdown, this remains a governmentpriority. And a national skills strategy next June is expected torationalise £2bn worth of training initiatives.

In 1997, Labour promised new approaches to address adult learning needswhile avoiding a compulsory training levy on employers. Its flagshippolicies, however, have proved disappointing. Individual learningaccounts attracted many learners but fell victim to orchestratedfraudsters. A successor is still promised. Learndirect, the Universityfor Industry, has had more success promoting IT learning on the highstreet than boosting skills in small firms.

Attention was then directed to organisational change. Training andenterprise councils gave way to learning and skills councils (LSCs).Sector skills councils meet employers' specialist skills needs ratherthan national training organisations. Colleges are encouraged to become"centres of vocational excellence".

There has been limited progress. Since 1997, adult participation inlearning has increased most markedly among the over-50s who were lesslikely than younger workers to improve their skills. The workforce ismarginally better skilled, too, with 28% educated to primary degreelevel or above, compared with 24% in 1997. However, a third of workersstill have either no qualifications, or if they posses any, they arebelow level 2 (GCSE standard).

The employer training pilots are the latest wheeze to address thesedeficiencies - £170m is being spent over three years to support smalland medium-sized businesses with poorly trained workforces to helptheir employees to reach basic standards of literacy and numeracy.Firms get free training and compensation for up to 35 hours of timetrainees spend learning.

Seven of the 230 employees at Nico Manufacturing, a Clacton-based doorand window hinge-maker, are working towards a national vocationalqualification (NVQ) through the Profit from Learning pilot run by Essexlearning and skills council. They receive free training worth £3,500.

"The deal is that they give the training and we put in company time,"Steve Dalton, the firm's personnel manager, explains. "I assistemployees with their NVQ portfolios. They feel we're investing in them,and we're getting a better qualified workforce."

But Dalton still finds it hard to find staff with engineering skills,and many of those he does employ lack basic literacy or numeracyskills. "The schools fail them, they give up on certain individuals,"he concludes. "But when we show interest in them, they begin toshine."

Improvements nationally have been painfully slow. This is why Browninsists that the proportion of adults lacking basic qualificationsshould fall by 40% by 2010. Accompanying last summer's spending reviewwas a pledge to help one million workers reach level 2 within fouryears. And the long-delayed higher education strategy should show howmuch the government hopes to improve achievement at level 4.

The skills challenges haven't greatly changed since Labour was electedfive years ago. Most small firms remain elusive, although they employnearly half the country's workforce. And while some learners in smallfirms are reached through sector skills councils such as that for thegas industry, the LSC chairman, Bryan Sanderson, told the educationselect committee recently that skills councils had no contact with700,000 companies.

Moreover, there has been little increase in the numbers receivingregular workplace training through their employers: 13.8% reportedbeing trained in the previous month in 1997, according to thegovernment figures, rising to 14.8% in 2001. Very small employers areless likely to participate in deciding LSC policies. Since thegovernment has ruled out reimbursing those who participate in localLSCs for their time, the bulk of business representation inevitablycomes from larger companies.

Funding is the second challenge. Cutting duplication will be a start.But the government must find new ways to encourage employers tocontribute to their employees' learning. It has not ruled out taxrelief, which might encourage small employers to invest more inemployee learning. And similar relief on approved courses mightencourage employees to improve their own skills, while avoiding theindividual learning account problems.

The government is constantly urging colleges to be more responsive toemployers' needs but it is not that simple. Colleges wanting to be moreflexible are coming up against barriers.

"Currently there's some confusion about what a college is actually paidto deliver," laments David Gibson, chief executive of the Associationof Colleges. "For example, an FE college may be paid to deliver an NVQbut the employer sending its staff on the course may only want a smallpart of that qualification.

"The awarding bodies need to give colleges the authority to be able todeliver training that can be customised to employers' needs and offeredas a single module."

The third challenge is improving technician-level skills. As thegovernment expands higher education, Charles Clarke, the educationsecretary, has confirmed that most new degree courses will be one-ortwo-year college-based foundation degrees designed to improveengineering or paramedic skills rather than extra places for schoolleavers on three-or four-year degree courses.

But the government's approach needs strategic direction and clearprogression. The basic skills strategy may be beginning to tackle adultilliteracy and innumeracy. But level 3 modern apprenticeships are notbeing promoted as a real alternative to A-levels. And when criticsderide the expansion of higher education, ministers have failed topoint out that most new participants will be drawn from the workforcerather than the sixth form. This year's higher education and skillsstrategies should draw these strands together. But it is clear theywill only succeed if both employees and employers can access and affordthe learning they need. Otherwise we shall still bemoan the weakness ofUK skills in five years' time.

Further Education - Could still do better - With only six months tocomplete its national skills ...
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Further Education - Could still do better - With only six months tocomplete its national skills strategy, the government must workharder.

Globalisation may get green and left-wing activists all fizzed up andmarching. But the concept provokes a more mundane response amongwestern governments; for them it signals the need for better-educatedworkforces. They reason that while they cannot compete on price withlow-wage economies, they can compete on quality if their workforces arehighly skilled.

For Gordon Brown, the chancellor, that means translating his DowningStreet neighbour's mantra of "education, education, education" into"skills, skills, skills". Brown's announcement of more funding for"employer training pilots" in his November pre-budget report was hissignal that despite the economic slowdown, this remains a governmentpriority. And a national skills strategy next June is expected torationalise £2bn worth of training initiatives.

In 1997, Labour promised new approaches to address adult learning needswhile avoiding a compulsory training levy on employers. Its flagshippolicies, however, have proved disappointing. Individual learningaccounts attracted many learners but fell victim to orchestratedfraudsters. A successor is still promised. Learndirect, the Universityfor Industry, has had more success promoting IT learning on the highstreet than boosting skills in small firms.

Attention was then directed to organisational change. Training andenterprise councils gave way to learning and skills councils (LSCs).Sector skills councils meet employers' specialist skills needs ratherthan national training organisations. Colleges are encouraged to become"centres of vocational excellence".

There has been limited progress. Since 1997, adult participation inlearning has increased most markedly among the over-50s who were lesslikely than younger workers to improve their skills. The workforce ismarginally better skilled, too, with 28% educated to primary degreelevel or above, compared with 24% in 1997. However, a third of workersstill have either no qualifications, or if they posses any, they arebelow level 2 (GCSE standard).

The employer training pilots are the latest wheeze to address thesedeficiencies - £170m is being spent over three years to support smalland medium-sized businesses with poorly trained workforces to helptheir employees to reach basic standards of literacy and numeracy.Firms get free training and compensation for up to 35 hours of timetrainees spend learning.

Seven of the 230 employees at Nico Manufacturing, a Clacton-based doorand window hinge-maker, are working towards a national vocationalqualification (NVQ) through the Profit from Learning pilot run by Essexlearning and skills council. They receive free training worth £3,500.

"The deal is that they give the training and we put in company time,"Steve Dalton, the firm's personnel manager, explains. "I assistemployees with their NVQ portfolios. They feel we're investing in them,and we're getting a better qualified workforce."

But Dalton still finds it hard to find staff with engineering skills,and many of those he does employ lack basic literacy or numeracyskills. "The schools fail them, they give up on certain individuals,"he concludes. "But when we show interest in them, they begin toshine."

Improvements nationally have been painfully slow. This is why Browninsists that the proportion of adults lacking basic qualificationsshould fall by 40% by 2010. Accompanying last summer's spending reviewwas a pledge to help one million workers reach level 2 within fouryears. And the long-delayed higher education strategy should show howmuch the government hopes to improve achievement at level 4.

The skills challenges haven't greatly changed since Labour was electedfive years ago. Most small firms remain elusive, although they employnearly half the country's workforce. And while some learners in smallfirms are reached through sector skills councils such as that for thegas industry, the LSC chairman, Bryan Sanderson, told the educationselect committee recently that skills councils had no contact with700,000 companies.

Moreover, there has been little increase in the numbers receivingregular workplace training through their employers: 13.8% reportedbeing trained in the previous month in 1997, according to thegovernment figures, rising to 14.8% in 2001. Very small employers areless likely to participate in deciding LSC policies. Since thegovernment has ruled out reimbursing those who participate in localLSCs for their time, the bulk of business representation inevitablycomes from larger companies.

Funding is the second challenge. Cutting duplication will be a start.But the government must find new ways to encourage employers tocontribute to their employees' learning. It has not ruled out taxrelief, which might encourage small employers to invest more inemployee learning. And similar relief on approved courses mightencourage employees to improve their own skills, while avoiding theindividual learning account problems.

The government is constantly urging colleges to be more responsive toemployers' needs but it is not that simple. Colleges wanting to be moreflexible are coming up against barriers.

"Currently there's some confusion about what a college is actually paidto deliver," laments David Gibson, chief executive of the Associationof Colleges. "For example, an FE college may be paid to deliver an NVQbut the employer sending its staff on the course may only want a smallpart of that qualification.

"The awarding bodies need to give colleges the authority to be able todeliver training that can be customised to employers' needs and offeredas a single module."

The third challenge is improving technician-level skills. As thegovernment expands higher education, Charles Clarke, the educationsecretary, has confirmed that most new degree courses will be one-ortwo-year college-based foundation degrees designed to improveengineering or paramedic skills rather than extra places for schoolleavers on three-or four-year degree courses.

But the government's approach needs strategic direction and clearprogression. The basic skills strategy may be beginning to tackle adultilliteracy and innumeracy. But level 3 modern apprenticeships are notbeing promoted as a real alternative to A-levels. And when criticsderide the expansion of higher education, ministers have failed topoint out that most new participants will be drawn from the workforcerather than the sixth form. This year's higher education and skillsstrategies should draw these strands together. But it is clear theywill only succeed if both employees and employers can access and affordthe learning they need. Otherwise we shall still bemoan the weakness ofUK skills in five years' time.

Mr Livingstone has reinvented the poll tax.
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With Mayor Livingstone's imminent introduction of the congestioncharge, the nation's capital will be plunged into one of the mostdrastic experiments in top-down urban management since the roadengineers of the 1950s and 1960s built the great ring of flyovers andmultiple roundabouts at every approach to London. The physical evidencefrom that era is all around you if you enter or leave London by car,bus or coach: the Hammersmith flyover, the Westway urban motorway, theEuston Road underpass, the Aldgate roundabout, the Elephant and Castlefigure-of-eight intersection. You could chant these names like achart-topper song by Madness.

They are urban battle scars, marking places where viable neighbourhoodswere destroyed. They are also a reminder that the conventional wisdomof the day is usually wrong. Those road engineers weren't evil men.They thought they had the best solution. Politicians merrily nodded thework through.

The conventional wisdom has now shifted 360 degrees. Drivers must bekept out, not helped to get in. London must be purified and made to fitinto some ideal version of a city. The model appears to be somethingTuscan or Umbrian: Siena or Urbino, say, on a quiet afternoon. This mayturn out to be as inept a comparison with a sprawling, vigorous citylike London as the road engineers' earlier comparisons with car-ladenLos Angeles or New York. But on Monday 17 February, the greatexperiment begins. The computers will be switched on. To enter centralLondon between 7 am and 6.30 pm on a weekday, you'll have to pay adaily charge of £5 or face a fine. Paradoxically, it comes as more newcars are being sold in Britain than ever before (2.56 million in 2002).A democratic dilemma.

This time the manipulation is electronic, not reinforced concrete. Butwill it work any better? As always with electronics, we'll get theanswer very swiftly. Arguably, all you need to know is that the privatecontractor managing the scheme is Capita. This is the firm that lastautumn brought us the debacle over checking teachers' and socialworkers' criminal records. It oversaw the collapsed government schemefor individual learning accounts. It failed dismally to manage housingbenefits in more than one London borough.

Capita has already succeeded in falling out with the Royal Mail overplans for drivers to pay the charge at post offices. This will pile onthe pressure at call centres. It is also reported that, of the 40,000residents within the zone who own cars, only three thousand haveregistered for their 90 per cent discount. (It's not enough simply tobe on the electoral register.) This means they will unwittingly startto clock up fines from day one, till the first automated penalty demandarrives. Nor do most disabled drivers seem to know that they mustregister. (It's not enough to have an orange badge.) For a world-classrecipe for chaos, you must stir in the vast number of cars which areunlicensed, untaxed, borrowed or stolen.

Fiscally, the best comparison is with the poll tax. For this, also,there were sound theoretical arguments. But they all crumbledimmediately it was put into practice, and the lethargic citizenry wokeup to what it meant. The comparison is precise because both the polltax and the congestion charge are regressive policies, hitting the poorhardest. Insofar as the charge does hurry traffic up - likely to be atiny and temporary gain, if it happens at all - the beneficiary will bethe speeding business driver who'll seek to set the charge againsttax.

Mr Livingstone has no other direct powers to raise money. He can levy aprecept on the London boroughs (which they will contest), or he can tryto woo more cash from the Treasury (which they will resist even morefiercely). Hence, behind the ecological flim-flam, his case for theso-called congestion charge. In reality, it's a simple flat rate tax oncars, and the funds will flow into the mayor's coffers. We'll waityears to see how much of it goes into better public transport, and notinto the backwaters of administration. And we must factor in theLottery Effect - if an institution gets money from some new source,that's the golden moment for the Treasury to scale down existinggrants.

It's hardly surprising that no other city of London's size andcomplexity has tried to introduce such a charge. The only closecomparison is Singapore. But the political regime in Singapore isFabian Authoritarian. If you're told to jump, you jump. London is ananarchic city. That's its vigour and its appeal. A few small trafficjams never did anyone any harm. What is going to happen in rat-runsaround the edge of the charge zone will make any recent jams pale intoinsignificance. And the city centre will become even more of a tourismtheme-park than it is now: a place to wander around in, getting boozedup. Think Leicester Square, that grimy and even ominous experiment inpedestrianisation, but on a much larger scale.

Of course, it may run like clockwork - a much more reliable mechanism,you might think, than Capita's electronics. Or again, pigs may fly.Londoners will no doubt see Livingstone's car tax off, as they havemany previous urban grand designs. I only hope it doesn't do too muchdamage to the fabric of the city's life in the meantime.

The author is a Senior Research Fellow at the Institute of CommunityStudies.
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More than 300,000 people have such contempt for religion they listedtheir faith as `Jedi'; traditional England is dying

We develop a picture of the country we live in through many differentlenses: glimpses from car and train windows, our own social circles,cramped tube carriages, busy high streets and, mostly, the press andtelevision. If we believed only the latter - the Britain beamed intoour living rooms through what Dennis Potter lovingly called "a windowon the world" - we would think this was overwhelmingly a country ofyoung, beautiful, and - most important - rich people. Even our soaps,once the repository of working-class stories, have undergone a processof embourgeoisement: Albert Square is one of the more lush streets inthe East End, and the living standards on Coronation Street are noweasily middle class.

So it is helpful that, once every 10 years, we receive a corrective toour own distorted images of the nation. The census returns completedyesterday reveal a Britain very different from the one we imagine welive in - and it provides answers to two of the most pressing questionsin British politics: why is the Tory party on a life-support machine,and why is there such dissatisfaction with New Labour?

New Labour has not delivered with anything like the speed that isneeded. Snapshot figures - not necessarily the worst, but the moststriking - show this with painful clarity. In 21st century London, onein a hundred people still has no toilet or bath of their own in theirhome. After nearly six years of Labour government, 13 per cent ofhouseholds in Yorkshire and Humberside have no central heating. Today,1.5 million people in England and Wales live in homes that areofficially designated as over-crowded. The census is a slap in the faceto those of us (and this includes virtually all journalists) who livein velvet-lined metropolitan dolls' houses. Britain is poorer, olderand far more in need of social reform than might appear from CanaryWharf - or, indeed, Downing Street.

One of the clearest messages is that rich Britons are becoming an elitegroup with living standards vastly in excess of the rest of us. One in10 households in south Buckinghamshire has three cars, and one in 25have, breathtakingly, more than four. Yet while a substantial chunk ofthe population of South Bucks enjoy driving around in their fourth car,the pit villages of south Wales are sunk in poverty and ill-health.

Nobody wants to go back to the mining days. It was a dangerous job,excavating a resource that is poisonous to both the environment andminers' lungs. The legacy of coal-mining is plain to see: in towns suchas Easington, in County Durham, and Merthyr Tydfil, in Wales, in morethan half all homes lives someone with a long-standing illness. But thecondition of those villages today - which were promised regeneration bythe Conservatives - should serve as the point at which Thatcherism'sarguments become utterly discredited. Trickle-down simply hasn'ttrickled down to these communities; there is now an irrefutable casethat only concerted government action will address poverty. All thoseTory MPs who still carp that the Thatcherites "won the 1980s" and itsbattle of ideas should visit these villages and repeat the claim. Thecensus figures provide another reminder that pure neo-liberalism isbankrupt.

There is now a plain case for extending the New Deal to all age groupsin these poverty blackspots, and for massive extra investment intraining to help the younger generations in these towns to developmarketable skills. The market alone has not provided them with theseskills or the employment that follows - just as the Thatchergovernments were warned would be the case throughout the Eighties.

Another straightforward way for the Government to begin to deliver moremoney to these deprived communities - which should be Labour heartlandsbut are increasingly becoming the heartlands of apathy - is toguarantee more cash for those who care for the sick. Easington is, forexample, one of the four areas with the highest number of unpaidcarers. Some limited progress has been made on this front since 1997,but still 5 million people provide unpaid care, and one million of usdo so for more than 50 hours a week. Compare that to rich areas: in theborough of Kensington and Chelsea, where the ill are treated withdignified private nurses, fewer than 1 per cent of the populationprovide unpaid care for 50 hours or more a week. The poor - who have towork harder for less money - also have to push themselves even furtherwhen they get home from their jobs, caring for the sick without anyextra cash to help them.

And the evidence of the problems New Labour has yet to deal with justcarries on piling up. Some 30 per cent of the population have noqualifications at all. In the West Midlands borough of Sandwell, ithits 45.5 per cent. Whatever happened to the government ideal oflifelong learning? Their flagship policy of individual learningaccounts was scuppered by systematic and organised fraud. TheGovernment offered up to £200 per citizen for courses, but cowboyoperators set up courses of no value and at little cost, pocketing thespare change. With the abandoning of that policy, the whole agenda oflifelong learning has been allowed to die.

There are other indicators of looming problems for the Government. Forthe first time ever, there are now more people over 60 in Britain thanthere are children under the age of 16. In Cornwall and Devon, elderlypeople make up more than 20 per cent of the population. The pensionsquestion is urgent, and should be as much a government priority ashealth or education - especially since the elderly are far more likelyto vote than the young. All the talk of the need to attract youngvoters should die down: it is the unglamorous world of Zimmer framesand colostomy bags that will determine the future shape of ourgovernment.

That said, the census has bleak messages for the party that istraditionally most popular with the old. The Conservatives who areencouraging Iain Duncan Smith into adopting the Hague approach ofappealing explicitly to the self-interest of married couples,traditionally a bedrock of Tory support, will receive a nasty shock.Reintroducing the middle-class subsidy of the married couple's taxallowance would benefit, for the first time, a minority (only 45 percent, down from 55 per cent in 1991) of British households. Thetraditional family unit is no longer typical. These findings chuckanother pile of earth on to the coffin of the Widdecombeite"traditional families" agenda.

So the census reveals a Britain that explains the near-demise of theConservative Party in countless ways. (The fact that more than 300,000people have such contempt for religion that they listed their faith as"Jedi" is another healthy sign that the traditional England is dying,too.) Yet it is a Britain without much comfort for the Government,either. It reveals, above all, that there is still a gargantuan job tobe done if this is to become a country of which we can be justlyproud.

johannhari@johannhari.com.
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The millionaire businessman Rod Aldridge, who boasts that his companyCapita takes seven hours to make a decision reached in seven weeks bythe civil service, is about to face his biggest challenge: runningLondon's congestion charge scheme.

The company has made a fortune by selling an inspiring vision ofmodernity to government ministers and council leaders. It claims it canimmediately save 10% on any operation it takes over by introducingnetworks of hi-tech call centres.

Capita has grown in little more than a decade to take over great swathsof government - it pays civil servants and teachers their pensions,books driving tests, designs bypasses, collects debts, dishes outcouncil wages, hires quango employees, helps build barracks for the USair force, runs John Prescott's website and collects TV licence fees.It handles £6bn of public money each year, dealing with five milliontaxpayers.

Everything depends on its technical success, and the London congestioncharge will test it to the limit. If the call centres and computerisedpayment systems processing information from 688 cameras work properly,Mr Aldridge will be in prime position to move in on the 35 localauthorities contemplating congestion charges. He also hopes to"modernise" many more areas in the health service and the police.

But a Guardian investigation shows some of Capita's biggest contractshave turned into fiascos, and there have been a string of complaintsabout the company up and down the country. A common thread is thatCapita's relatively cheap computer systems work well for simplerepetitive tasks, but tend to buckle when confronted with theunexpected.

Individual learning accounts

This pet project of the chancellor, Gordon Brown, had to be hurriedlyclosed down after it cost taxpayers more than £273m - the originalbudget was £199m - and was swamped by a tide of fraud. The idea was togive subsidies of up to £200 for young people to spend on training. Butsome so-called learning providers set up unscrupulous companies to milkthe system.

Capita had little incentive to investigate the scheme's failings: themore people signed up, the more it was paid. Its computers werevulnerable to fraud - private companies, registered without checks,could access data and use it to claim millions for non-existentstudents.

Capita's much-vaunted remote call centres proved unable to respond tonew problems. Those who rang to complain or report suspicions weregreeted by "impersonal" or ill-trained staff.

The national audit office said the term "partnership" was a misnomer:the Department for Education simply hired Capita to run the scheme andtold the company to get on with it. There was no competitive biddingbecause only Capita was willing to take the contract on.

Capita sought to blame Whitehall, who insisted the scheme should be"non-bureaucratic" and "different". Capita maintained fraud was not thefault of the company's computer system, and that call centre staff cameunder pressure when the scheme was wound down.

The NAO said blame was shared: "The department ... and Capitaunderestimated the potential for abuse."

Criminal records bureau

Capita put in the cheapest bid - £400m - to run a database to vetteachers and those who worked with children. Its launch was a disasterand, as the backlog grew, schools were ordered not to open becauseteachers had not been cleared, and lollipop ladies were prevented fromescorting childen across the road.

Capita's explanation was that the plan was suddenly changed. Employersdemanded applications sent in by post rather than via call centres asintended.

Paul Pindar, Capita's chief executive, says the company had a "can-domentality. When a customer wishes to do something we endeavour to be ashelpful as we can." But the result was a debacle. Paperwork had to besent to India to try and catch up with the backlog of applications.

Ministers have tacitly admitted their own incompetence. Lord Falconer,then a Home Office minister, told the Lords: "There are frequentlygreat difficulties in making [such schemes] work at an early stage ...We have a huge number of lessons to learn."

Capita maintains applications now take on average three to five weeksto process.

Both parties seem highly embarrassed by the affair. The Home Officesays Capita's contract allows penalty charges to be kept confidential.A report by a government troubleshooter, Patrick Carter, was deliveredto the Home Office at the end of last year. That, too, is being keptsecret.

Housing benefit

Westminster council's housing benefit system collapsed into chaos afterCapita took over in 1998, according to Karen Buck, Labour MP forRegent's Park and Kensington North. "At one point, there were 27,000items of unopened post. These were heartbreaking cases. It is now notas bad as it was.

"But the service is, in my view, extremely poor. These companiesoversell what they can do."

The benefit fraud inspectorate said the same two years ago."Westminster does not monitor contractor performance rigorouslyenough." There were no penalty clauses. There were concerns about howgood Capita's staff training was. There were "significant errors" in14% of Capita benefit assessments.

The 10-year deal, worth £3.7m annually, is up for review. Capita saysit has halved the time taken to process applications.

The disaster at Lambeth, south London, whose administration was alreadyin a mess, was much greater. In 2001, Capita's £48m seven-year contractcollapsed half-way through when the council took housing benefits backin-house at a cost of £1.8m. Capita had failed to clear a 40,000-claimbacklog, and left hundreds of tenants facing eviction. The benefitfraud in spectorate found Capita guilty of "ineffective management". InBromley, south-east London, local housing associations found themselveshaving to take out emergency overdrafts because of missing housingbenefit. Bromley was one of the first council to outsource its work toCapita in 1993. The company lost the £50m contract after the benefitsfraud inspectorate found it had compromised security by delays, poor ITsecurity and few management checks.

In Blackburn with Darwen, Lancashire, the housing benefits service alsohad teething problems. In February last year, Capita's averageturn-around time for a housing benefit application was 74 days - longerthan the previous average. It has now cut the time to 49 days.

BBC

Capita has a 10-year, £500m contract to collect the BBC licence fee.But last quarter the company compensated hundreds of licence payersinconvenienced by delays or repeated calls. It will not say how thatcompares with before it took charge.

In 1998 Capita also took over the Glasgow telephone helplines whichhandle BBC campaigns, calls and emails from viewers. Eleven staff havelaunched a tribunal action for breach of contract, claiming they arenow forced to work nights and weekends. Other unions have complainedthat when Capita takes over at councils, pensions and holidays are cutfor new employees, and staff forbidden to reveal their wages. Capitasaid it treats all staff in a "sympathetic manner".

Construction Line

Capita won a £40m Whitehall contract to run a vetted list ofcontractors and consultants with the aim of making savings for localauthorities. It was to triple the 1998 database of 11,000 firms overthe first three years. But the Association of Consulting Engineers, ina survey of 100 members, found 75% thought the service was poor and 77%said the register had made no difference to the number of lengthypre-tender forms required. Capital's chief executive, Paul Pindar,disagrees, saying the survey was small. He added that Capita improvedthe perception of Construction Line and was saving millions of pounds.

Education Leeds

Capita manages Education Leeds - the city's education services - aspart of a £2.5m five-year contract in partnership with Leeds citycouncil. In November, it had to pay back £87,500 after failing to hittargets on exam passes and pupil attendance. The money had been paid inadvance on the assumption at least 16 targets out of 39 would be met.Capita only met 11. John Tizard, Capita's director of policy, said thiswas because Ofsted inspected Education Leeds six months earlier thananticipated.

John O'Farrell, page 22

A van drives into the charging area in Westminster. Main photograph:Stephen Hird/Reuters.
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The millionaire businessman Rod Aldridge, who boasts that his companyCapita takes seven hours to make a decision reached in seven weeks bythe civil service, is about to face his biggest challenge: runningLondon's congestion charge scheme.

The company has made a fortune by selling an inspiring vision ofmodernity to government ministers and council leaders. It claims it canimmediately save 10% on any operation it takes over by introducingnetworks of hi-tech call centres.

Capita has grown in little more than a decade to take over great swathsof government - it pays civil servants and teachers their pensions,books driving tests, designs bypasses, collects debts, dishes outcouncil wages, hires quango employees, helps build barracks for the USair force, runs John Prescott's website and collects TV licence fees.It handles £6bn of public money each year, dealing with 5 milliontaxpayers.

Everything depends on its technical success, and the London congestioncharge will test it to the limit. If the call centres and computerisedpayment systems processing information from 688 cameras work properly,Mr Aldridge will be in prime position to move in on the 35 localauthorities contemplating congestion charges. He also hopes to"modernise" many more areas in the health service and the police.

But a Guardian investigation shows some of Capita's biggest contractshave turned into fiascos, and there have been a string of complaintsabout the company up and down the country. A common thread is thatCapita's relatively cheap computer systems work well for simplerepetitive tasks, but tend to buckle when confronted with theunexpected.

Individual learning accounts

This pet project of the chancellor, Gordon Brown, had to be hurriedlyclosed down after it cost taxpayers more than £273m - the originalbudget was £199m - and was swamped by a tide of fraud. The idea was togive subsidies of up to £200 for young people to spend on training. Butsome so-called learning providers set up unscrupulous companies to milkthe system.

Capita had little incentive to investigate the scheme's failings: themore people signed up, the more it was paid. Its computers werevulnerable to fraud - private companies, registered without checks,could access data and use it to claim millions for non-existentstudents.

Capita's much-vaunted remote call centres proved unable to respond tonew problems. Those who rang to complain or report suspicions weregreeted by "impersonal" or ill-trained staff.

The national audit office said the term "partnership" was a misnomer:the Department for Education simply hired Capita to run the scheme andtold the company to get on with it. There was no competitive biddingbecause only Capita was willing to take on the contract.

Capita sought to blame Whitehall, who insisted the scheme should be"non-bureaucratic" and "different". Capita maintained fraud was not thefault of the company's computer system, and that call centre staff cameunder pressure when the scheme was wound down.

The NAO said blame was shared: "The department ... and Capitaunderestimated the potential for abuse."

Criminal records bureau

Capita put in the cheapest bid - £400m - to run a database to vetteachers and those who worked with children. Its launch was a disasterand, as the backlog grew, schools were ordered not to open becauseteachers had not been cleared, and lollipop ladies were prevented fromescorting children across the road.

Capita's explanation was that the plan was suddenly changed. Employersdemanded applications sent in by post rather than via call centres asintended.

Paul Pindar, Capita's chief executive, says the company had a "can-domentality. When a customer wishes to do something we endeavour to be ashelpful as we can." But the result was a debacle. Paperwork had to besent to India to try to catch up with the backlog of applications.

Ministers have tacitly admitted their own incompetence. Lord Falconer,then a Home Office minister, told the Lords: "There are frequentlygreat difficulties in making [such schemes] work at an early stage ...We have a huge number of lessons to learn."

Capita maintains applications now take on average three to five weeksto process.

Both parties seem highly embarrassed by the affair. The Home Officesays Capita's contract allows penalty charges to be kept confidential.A report by a government troubleshooter, Patrick Carter, was deliveredto the Home Office at the end of last year. That, too, is being keptsecret.

Housing benefit

Westminster council's housing benefit system collapsed into chaos afterCapita took over in 1998, according to Karen Buck, Labour MP forRegent's Park and Kensington North. "At one point, there were 27,000items of unopened post. These were heartbreaking cases. It is now notas bad as it was. But the service is, in my view, extremely poor. Thesecompanies oversell what they can do."

The benefit fraud inspectorate said the same two years ago."Westminster does not monitor contractor performance rigorouslyenough." There were no penalty clauses. There were concerns about howgood Capita's staff training was. There were "significant errors" in14% of Capita benefit assessments.

The 10-year deal, worth £3.7m annually, is up for review. Capita saysit has halved the time taken to process applications.

The disaster at Lambeth, south London, whose administration was alreadyin a mess, was much greater. In 2001, Capita's £48m seven-year contractcollapsed half-way through when the council took housing benefits backin-house at a cost of £1.8m. Capita had failed to clear a 40,000-claimbacklog, and left hundreds of tenants facing eviction. The benefitfraud inspectorate found Capita guilty of "inef fective management". InBromley, south-east London, local housing associations found themselveshaving to take out emergency overdrafts because of missing housingbenefit. Bromley was one of the first councils to outsource its work toCapita in 1993. The company lost the £50m contract after the benefitsfraud inspectorate found it had compromised security by delays, poor ITsecurity and few management checks.

In Blackburn with Darwen, Lancashire, the housing benefits service alsohad teething problems. In February last year, Capita's averageturn-around time for a housing benefit application was 74 days - longerthan the previous average. It has now cut the time to 49 days.

BBC

Capita has a 10-year, £500m contract to collect the BBC licence fee.But last quarter the company compensated hundreds of licence payersinconvenienced by delays or repeated calls. It will not say how thatcompares with before it took charge.

In 1998 Capita also took over the Glasgow telephone helplines whichhandle BBC campaigns, calls and emails from viewers. Eleven staff havelaunched a tribunal action for breach of contract, claiming they arenow forced to work nights and weekends. Other unions have complainedthat when Capita takes over at councils, pensions and holidays are cutfor new employees, and staff forbidden to reveal their wages. Capitasaid it treats all staff in a "sympathetic manner".

Construction Line

Capita won a £40m Whitehall contract to run a vetted list ofcontractors and consultants with the aim of making savings for localauthorities. It was to triple the 1998 database of 11,000 firms overthe first three years. But the Association of Consulting Engineers, ina survey of 100 members, found 75% thought the service was poor and 77%said the register had made no difference to the number of lengthypre-tender forms required. Capital's chief executive, Paul Pindar,disagrees, saying the survey was small. He added that Capita improvedthe perception of Construction Line and was saving millions of pounds.

Education Leeds

Capita manages Education Leeds - the city's education services - aspart of a £2.5m five-year contract in partnership with Leeds citycouncil. In November, it had to pay back £87,500 after failing to hittargets on exam passes and pupil attendance. The money had been paid inadvance on the assumption at least 16 targets out of 39 would be met.Capita only met 11. John Tizard, Capita's director of policy, said thiswas because Ofsted inspected Education Leeds six months earlier thananticipated.
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Capita's £6bn empire

Capita collects £6bn of public money a year, including £2bn in counciltax from 5 million people. 18,000 public sector workers use Capitasoftware. The firm has dealt with 300 local authorities in the past 10years. It will not disclose all its 150 contracts, half with the publicsector. A few Whitehall departments will not reveal what they pay,claiming "commercial confidentiality". But contracts include:

* London congestion charging £230m

* BBC TV licences £500m

* Home Office: criminal records bureau £400m

* Department of Transport, booking driving tests £9.8m

* Councils: Cumbria £140m Blackburn with Darwen £190m Norfolk £50mMonmouthshire and South Wales £83m

* Ministry of Defence: Nato HQ, High Wycombe; US air force, Mildenhalland Lakenheath; Royal Engineers barracks, Waterbeach

* NHS: Nurses' payroll, ambulance leasing

* Charity commission database £10m

Text us your experiences

Type GDN CON then send your tale of congestion charging woe to 82222.Each text costs 25p to send. We will then send a free confirmationmessage.

City - Crunch day for Capita The London congestion charge startstomorrow. Its success will depend ...
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City - Crunch day for Capita The London congestion charge starts tomorrow.Its success will depend largely on the services company that is running theexperiment, writes Edward Simpkins.

Rod Aldridge, the executive chairman of Capita, is used to controversy. Thecompany he founded in 1987 has been famously attacked for keeping schoolsshut while it ploughed through a backlog of checks on teachers. With theintroduction tomorrow of congestion charging in central London, Capita facesits most high-profile task of all.

While Ken Livingstone, the mayor for London, is the public face of thecontroversial charge, it is Capita that is working behind the scenes. Thecompany is administering the network of cameras that is supposed to be ableto read 200,000 car number plates a day. It is also responsible for thevarious methods of paying the £5 daily fee.

Livingstone may have gambled his political future on the success of thisproject, but analysts are in little doubt that Capita has just as much atstake.

The services company gets more than half of its revenue from the publicsector. The fear is that, should the collection of the congestion chargedescend into chaos, Capita could become a byword for incompetence. Thatcould make it politically difficult to appoint the company to deliverfurther public services.

"The reputational risk of this is enormous," said one analyst. "The risk ofit all going wrong is already preying on the share price."

Aldridge claims not to be nervous about going live. "We've put an awful lotof work into preparation and there is a great team operating it. I went upto see the call centre again on Wednesday and I was very impressed with whatI saw. We are ready."

He admits that teething problems are likely with such a large system butclaims that it will not lead to the shambles predicted by some. The onlyfactor that remains truly unpredictable and beyond his control, he insists,is how drivers will behave.

"It is the first time this has ever been tried worldwide. How people reactand how they pay will come into it but we are on top of our game," he says.

Capita already does all kinds of jobs - from collecting the televisionlicence fee to handling housing benefit - that would previously have beendone by the public sector. It reckons to have direct dealings with 32m of useach year. Administering the congestion charge will not damage the company'sreputation, Aldridge says.

"Our clients consistently say to us that their reputation is in our hands,"he says. "The retention rate of our customers is somewhere between 92 and 95per cent. You don't have that kind of track record unless you aredelivering."

He also claims that the company has been unfairly criticised in the media,which has tended to dwell on cases of hardship caused by delays in awardinghousing benefit.

Last year Capita was blamed for the failure of the Criminal Records Bureauto vet teachers in time for the start of the school year. Capita claims thatit was late changes to the scheme made by the Government without consultingCapita that caused the problems. Capita also ran the Individual LearningAccounts scheme designed to get more young people onto training courses.That scheme was wound up after allegations that it had become a soft touchfor fraudsters.

"Being accountable is part of life," he says. "But what has been difficultis that I sometimes don't feel it is right to talk about our relationshipswith customers to the press."

And he is keen to stress that Capita is just running the congestion chargingsystem: it did not design the system or choose it from the various optionson offer.

The experiment may be starting in London, but this is a project that isbeing watched by other cities, not just in the UK but around the world. Ifit succeeds, it is certain to be rolled out in other towns and cities acrossthe UK. Capita will be in pole position to scoop up those contracts.

"I think something like 35 local authorities in the UK have expressed aninterest in congestion charging," Aldridge says.

However, he says that Capita will remain an exclusively UK-based company.

This week Capita is expected to announce pre-tax profits for the year, closeto the analysts' forecasts of around £98m.

Analysts are keen to see Capita do more for the private sector and have beenencouraged by recent acquisitions that take it into the life and pensionsindustry. Aldridge points out that this is a sector under pressure that islikely to turn to outsourcing to cut its costs. He is hungry for growth andwill take the company where the opportunities arise.

Even with the risk of being the whipping boy for politicians and the mediashould the congestion charge go wrong, Aldridge is eager for more.
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EducationGuardian.co.uk/higher - Research news - Universe - Higherbrowsing - The third degree - News After the dot.com crash.

*Today at 1.30pm is your chance to question Margaret Hodge, the highereducation minister, live online at EducationGuardian.co.uk. What about"Mickey Mouse degrees", for instance, a phrase that came back to haunther in front of the Commons education committee last week? Defendingthe phrase, she said where there were high drop-out rates it was oftenbecause degree courses did not have a clear purpose, so students feltthey were wasting their time. Barry Sheerman, committee chairman, saidthe minister was using a "silly name" for perfectly good courses. Thenthe minister's white paper was dismissed as Mickey Mouse by MP PaulHolmes because it failed to give any figures on which the government'scalculations were based.

*Hodge also had the temerity to dispute figures from LSE economistNicholas Barr, who, with colleague Iain Crawford, has been thelong-time advocate of the loans and fees scheme now adopted. Sheermanreminded her of the DfES inability to get its sums right - theindividual learning accounts spring to mind. "If it comes to the push,this committee will take Barr and Crawford's figures over yours anyday."

*Most shameless use of Valentine's Day award goes to Sheffield Hallamwhere Flat Bob (left), star of the prospectus, has been sending emailsto 20,000 students. "We hope that potential students will take a bit oftime to learn whether a relationship with Sheffield Hallam could beright for them," simpers Will Cox, website manager.

*Spotted (allegedly) on Southampton Institute website: "Both thediploma and MA are half-taught and half-assed."

Contact us: donald.macleod@ guardian. co.uk polly.curtis@ guardian.co.uk

Ucas last week recorded significant falls in applications for computerscience (14.5%), information systems (16.5%) and software engineering(10.7%). Overall growth in student applicants slowed from 4% to 1.8%;under-21s recruitment was almost static - 0.5% up compared with a 2%rise last year.

Maths applications, which have been consistently declining, to theconsternation of academics and industry, have increased; last year sawthem drop by nearly 12%, but this year there has been an increase of14.3%, possibly a bounce back from the problems of AS-level.

Engineering, also thought to have been a victim of the maths crisis,had mixed fortunes. While electrical engineering saw a 9.4% decline,mechanical engineering increased by more than 3% and civil engineeringby 6.2%. General engineering saw a 12.3% rise. New medical schools andthe new social work degree prompted big rises in numbers.

Ministers hailed the doubling of foundation degree applications to some5,000, but higher national diplomas, which are being replaced byfoundation degrees, dropped by more than 8,000 (22%).

Imperial forgery investigation

Sir Richard Sykes, rector of Imperial College, is investigating a caseof academic forgery after the prestigious New England Journal ofMedicine retracted an article by scientists at the institution. Thejournal said one of the authors admitted forging the signatures ofseven co-authors on forms certifying that they had reviewed the dataand the manuscript, on a treatment for cardiomyopathy. The incident wasa violation of "basic trust between authors and editors". Imperialrefused to name the academic involved.educationguardian.co.uk/higher/research

Extremely small controversy

There is a growing backlash against the rapidly emerging field ofnanotechnology that could see a rerun of clashes over GM crops, warnresearchers at the University of Toronto Joint Centre for Bioethics.Applications of research into extremely small devices may be decadesaway but the prospect of invisible microphones, cameras and trackingdevices is already arousing alarm concerning privacy and security.Although it holds out hope of cheap, pollution-free production, littlehas been done to assess impacts on the environment.
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IT has been £5 per Capita for the past week to enter central London, and sofar there have been positive murmurs. There appear to be fewer cars on theroad, and Transport for London is happy.

Having said that, it is too early to make a judgment on how well the camerasread the number-plates. Capita, the big brother behind the operation, says100,000 people have registered to pay. But how many have smeared some mud ontheir plates and slipped through the web?

Nobody knows, and nobody is likely to know until something goes very wrongindeed. It is that lack of transparency that makes Capita such a difficultcompany to judge.

On the surface, all looks well. Analysts are agreed that profit growth isgood and likely to get better. The company, which manages the back-roomservices, including collecting our TV licence fee, won £1.1 billion of newwork last year. In 2003, it is bidding for 16 new deals which could bring in£2.2 billion.

Capita claims that there is £65 billion worth of business out there to grab,though chief executive Rod Aldridge admitted he didn't come up with thefigure. There is certainly plenty more mileage in the congestion chargingidea, with most UK cities cottoning on to the revenue possibilities.

Partly, the group suffers from a bad rep. Already unpopular for serving upour bills, Capita has also had some spectacular flops, such as its handlingof the Criminal Records Bureau, and the - now defunct - Individual LearningAccounts. With those gaffes resounding around the halls of influence, somewonder how long the Government, which gives the company nearly a fifth ofits work, will continue to view Capita in a good light.

With some analysts having the company on a forward earnings ratio of 33times, and the consensus at over 20 times, the shares aren't cheap. Theyield is also low, at just 1.3pc. On those grounds, there will have to bepretty spectacular growth to justify an interest - given the inherentinstability of the support services sector - and big growth often goes handin hand with high risk.

City - Capita chief hits at congestion `fantasy' Reports of camerasmissing 40pc of cars are rejected by ... 

By Malcolm Moore. 
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City - Capita chief hits at congestion `fantasy' Reports of cameras missing40pc of cars are rejected by company. 

ROD Aldridge, executive chairman of Capita, dismissed as "fantasy" reportsof teething troubles in the new London congestion charging system, which itset up and runs. 

Responding to claims yesterday that up to four out of 10 cars had beenmissed because of difficulty reading number plates, he said: "You have gotto start from the stance that these reports are coming from sources who arevery anti congestion charging." 

Mr Aldridge, who was speaking as the support services group reported a 47pcrise in pre-tax profits, said: "We are very pleased with the way the schemehas started. Roughly 100,000 people have registered to pay and the callcentre is dealing with 99pc of calls within three minutes." 

A Transport for London spokesman said the perimeter cameras were "90pcaccurate", but admitted there would be some innocent motorists on thereceiving end of penalty notices, which will be sent out to the 15,000non-payers detected in the first two days of the scheme. 

He said: "Any penalty charge notices issued in error would be human errorrather than system error. Every single penalty charge is checked manually atleast once, maybe twice. As with any system, we expect there may be errorsmade." 

Congestion charging represents a tempting growth area for Capita, whichclaims that "more than 35 major cities in the UK" are also consideringrolling out similar schemes. "This is not about London, this is about thewhole country," Mr Aldridge said. If all goes well in the capital, Capitacould earn £230m over five years, which represents 5pc of group sales. Hehighlighted Edinburgh and Bristol as two areas which have shown thestrongest interest, and said "transport management" could end uprepresenting a £4 billion to £5 billion business. 

Capita defied its critics by lifting pre-tax profits from £53.1m to £78m.The company said it had added £1.1 billion to its order book last year, andthat 95pc of next year's revenue had already been secured. 

The company's shares have been hit by a spate of bad publicity after gaffesin its handling of the Criminal Records Bureau (CRB) and individual learningaccounts. Mr Aldridge said: "Life can never be perfect, but we aredelivering a good set of results." He said the CRB project had inevitablybeen subject to initial bugs, but is now processing 45,000 disclosures aweek. "We have worked hard at putting things right with our partners," hesaid. 

Mr Aldridge pointed to the company's strong growth potential, and said therewas a £65 billion outsourcing market up for grabs in the UK. The group isaiming for sales of £1.075 billion in 2003, against £898m last year. Capitais bidding for 16 more contracts, worth a total of £2.2 billion, and MrAldridge pointed to the group's 50pc win rate. 

Capita raised its dividend 33pc to 3p, representing a yield of 1.3pc. Thestock market warmed to the shares, which rose 11 1/4 to 225 3/4 p. 
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SENIOR civil servants will not be ordered to quit after

a watchdog attacked the Scottish Executive's handling of the IndividualLearning Accounts scheme.

Although ministers privately agreed that "serious and appalling errors"had been made, they ruled out demanding the resignations of the civilservants responsible.

Robert Black, the Auditor-General for Scotland, is scathing in a reporttoday about how the ILAs were administered north of the border.

The UK scheme, aimed at increasing adult participation in education andtraining by offering discounts for courses, was closed down in December2001 in both Scotland and England after evidence was found of fraud bysome learning providers.

Out of a total of £18.8 million worth of claims in Scotland, the amountof fraud was about £4.5 million.

Mr Black acknowledges that the scheme was an innovative but complicatedprogramme which was introduced "in a hurry". But he also says that itsuffered from many administrative errors and failings. He accuses theExecutive's Enterprise and Lifelong Learning Department of not beinginvolved enough in the scheme's implementation and says that officialsdid not fully appreciate the risk of fraud.

The Audit Scotland report says: "There was an absence of robust systemsof control; there was no clear guidance for the administration...of thescheme and responsibilities for monitoring were unclear. Robustmonitoring and audit arrangements at an earlier stage could haveprovided a real deterrent and a means of detecting improper activity."

The Auditor General adds that there were 28 learning providers "withthe highest risk of fraudulent activity". These providers have alreadyreceived £2.9 million and have further claims of £2.7 million. Thereport points out that the police are investigating whether there issufficient evidence to justify fraud charges against individuals.

The Enterprise and Lifelong Learning Department is due to introduce anew scheme this year which, the Executive says, will take into accountMr Black's recommendations.

The original scheme opened in Scotland in July 2000 and some 266,000accounts were opened, well above the target of 100,000. A large numberof bodies were responsible for the scheme, including the UKGovernment's Department of Education and Skills and the ScottishExecutive's Lifelong Learning Department. Scottish Enterprise,Highlands and Island Enterprise, Capita Business Services and theScottish University for Industry were also involved.

Iain Gray, Scotland's Enterprise Minister, appointed a month before theILA scheme was wound up, said yesterday: "We accept that mistakes weremade with the scheme and have noted the issues raised in the report. Weare putting the lessons we have learnt into practice with thedevelopment of the new individual learning account scheme."

Andrew Wilson, the Scottish National Party's Shadow EnterpriseMinister, said that the report's revelations were "a disaster foreducational bodies and students". He added: "The fact that almost 25per cent of claims, amounting to £4.5 million, is under investigationfor irregular activity, or worse, fraud, is extremely worrying,especially when concerns were raised over two years ago."

(c) Times Newspapers Ltd, 2003.

Job vetting agency finds 400 innocents 'guilty'.
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HUNDREDS of teachers, carers and volunteers have been wrongly brandedcriminals by the agency set up to prevent paedophiles working withchildren.

By last month 400 people referred by their prospective employers to theCriminal Records Bureau for vetting had been 'mistakenly matched' withconvictions, the Home Office has admitted.

Cases have included a supply teacher whose work dried up after the CRBwrongly described him as a career burglar with convictions for grievousbodily harm. A retired RAF pilot, vetted when he applied for avoluntary job driving for the disabled, was also wrongly accused ofusing an alias and having been jailed for theft.

The revelation that hundreds of professionals have had their nameswrongly blackened in connection with other people's crimes will alsoraise concerns over how far the system has erred in the other direction- missing the convictions of people who really are ex-offenders.

'This is highly alarming, particularly because one would expect on thelaw of averages an equal number of mistakes to be made in the otherdirection,' said Andrew Turner, the Tory MP who extracted the newfigures from the Home Office.

The CRB has had an extremely chequered history since it was set up in2001 to vet staff - including teachers, nurses, school governors andcharity workers - working with vulnerable people. It quickly becameswamped, building up a backlog that prevented schools and nursingagencies deploying staff: it is facing compensation claims over thedelays of up to £1million from employers, while Ministers have beenforced to scale back its activities to ensure it can cope with the mosturgent tasks.

The figures cover cases where the CRB has passed on details to thepolice, who check them against computer databases. The Home Officeargues that the police database is highly accurate and mistakes aremost likely to creep in through wrongly spelt names or other clericalerrors before the names reach police computers.

The CRB is run by the private company Capita, recently investigated bythe Commons education select committee - of which Turner is a member -over its handling of Individual Learning Accounts, designed to helpadults pay for training, which were scrapped over evidence ofwidespread fraud.

A recent independent review of the CRB's performance warns that 'publicexpectations are possibly unreasonably high and that there needs to bea clear recognition that the process cannot provide completesecurity'.

The Home Office said that the mistakes represented only 0.03 per centof the applications considered by the CRB. It was unable to say howmany people had been refused jobs as a result, but it said applicantsshould automatically receive 'disclosure' statements from the CRB, andcould dispute these if they were wrongly accused of havingconvictions.

But last month information technology teacher Stephen Lee threatened tosue the CRB for lost earnings, insisting it had taken the Bureau fivemonths to accept that he did not have the 40 criminal convictions itclaimed.

Applicants may have to supply fingerprints and produce other evidenceto show they are not the criminal with whom they have been confused.

Decision time over skills bills - Will the government pay for employeetraining? Peter Kingston reports.
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Should the state pay for every adult who hasn't got a qualification toget one? And should it pay them a grant to help tide them over whilethey do the necessary learning and training? How much should employerspay for improving the skills of their workforces?

These are among key questions which ministers will tomorrow admit theyhave yet finally to resolve before publishing their skills strategy inJune, which is now to be accorded white paper status.

Representatives from colleges, private training providers and employershave been called in to a London conference jointly hosted by theDepartment for Education and Skills and the Department of Trade andIndustry for further consultation on the strategy, which the governmentregards as crucial to boosting UK economic productivity and tacklingsocial exclusion. And the Learning and Skills Council will launch the"great skills debate" - a series of discussions on the skills strategyfor employers, colleges and other trainers around England.

Ivan Lewis, minister for adult skills, will admit tomorrow that thecompulsory state education system has not been "fulfilling itsresponsibilities" towards employers, a sentiment that Lord Sainsbury,minister for science and innovation at the DTI, is expected to echo.

"Employers have a right to expect an education and training system thatis far more sensitive to their needs than it had been historically,"Lewis said. "But having been provided with that system, then they havea responsibility to invest in training."

Another issue yet to be resolved is the reintroduction of IndividualLearning Accounts (ILAs) in a version more fireproof from fraud thanthe original, withdrawn 18 months ago.

"We've said all along that we will introduce a successor scheme toILAs," Lewis said. "The nature of that scheme - will it be available toall or is it to be targeted? - has yet to be finalised, but we don'twant it to be so bureaucratic that it defeats the object."

The workforce development report published by the cabinet office's thenperformance and innovation unit (PIU) in November 2001 proposed thatany adult without a level 2 qualification - GCSEs grade A-C and theirequivalents - should be granted free training and tuition to achieveit. But there is no national record of everybody's qualifications andit was objected that it would not be possible to stop people whopossess level 2 qualifications from getting free provision for coursesthey fancied doing.

One possible solution mooted would be a revamped individual learningaccount which would record everybody's learning achievements.

A similar "company learning account" scheme is also in the melting pot,Ivan Lewis said. "You could say to employers: here's an amount of moneyto purchase training. But you would have to specify the training itwould buy."

One conclusive fact has emerged from the early results of the employertraining pilots, which have compensated employers for allowing stafftime off for training, he said. "What is clear is that the fact thatthe training is free is the most powerful issue for employers."

On the other hand, ministers have been repeating the PIU's expectationthat employers should pay a greater proportion of the cost of trainingtheir workers. The old convention that a firm paid in full for trainingwhich was specific to its needs and did not have general applicationbroke down after colleges became autonomous in 1993 and were forcedinto competition.

To stimulate employer demand further, ministers are bent on "unitising"vocational qualifications. During his tour of the regions last year,employers repeatedly told Lewis they were put off sending their staffto college because courses often offered more than they needed.Colleges replied that they were forbidden by the awarding bodies whichdevised the qualifications from offering selected components.

"What we are determined to achieve at the end of this process is tocreate a qualifications framework that's sufficiently flexible thatemployers and learners feel it's relevant," Lewis said. "We won't letanybody get in the way of that."

Further Education - Decision time over skills bills - Will thegovernment pay for employee training? ...

By Peter Kingston.
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Further Education - Decision time over skills bills - Will thegovernment pay for employee training? Peter Kingston reports.

Should the state pay for every adult who hasn't got a qualification toget one? And should it pay them a grant to help tide them over whilethey do the necessary learning and training? How much should employerspay for improving the skills of their workforces?

These are among key questions which ministers will tomorrow admit theyhave yet finally to resolve before publishing their skills strategy inJune, which is now to be accorded white paper status.

Representatives from colleges, private training providers and employershave been called in to a London conference jointly hosted by theDepartment for Education and Skills and the Department of Trade andIndustry for further consultation on the strategy, which the governmentregards as crucial to boosting UK economic productivity and tacklingsocial exclusion. And the Learning and Skills Council will launch the"great skills debate" - a series of discussions on the skills strategyfor employers, colleges and other trainers around England.

Ivan Lewis, minister for adult skills, will admit tomorrow that thecompulsory state education system has not been "fulfilling itsresponsibilities" towards employers, a sentiment that Lord Sainsbury,minister for science and innovation at the DTI, is expected to echo.

"Employers have a right to expect an education and training system thatis far more sensitive to their needs than it had been historically,"Lewis said. "But having been provided with that system, then they havea responsibility to invest in training."

Another issue yet to be resolved is the reintroduction of IndividualLearning Accounts (ILAs) in a version more fireproof from fraud thanthe original, withdrawn 18 months ago.

"We've said all along that we will introduce a successor scheme toILAs," Lewis said. "The nature of that scheme - will it be available toall or is it to be targeted? - has yet to be finalised, but we don'twant it to be so bureaucratic that it defeats the object."

The workforce development report published by the cabinet office's thenperformance and innovation unit (PIU) in November 2001 proposed thatany adult without a level 2 qualification - GCSEs grade A-C and theirequivalents - should be granted free training and tuition to achieveit. But there is no national record of everybody's qualifications andit was objected that it would not be possible to stop people whopossess level 2 qualifications from getting free provision for coursesthey fancied doing.

One possible solution mooted would be a revamped individual learningaccount which would record everybody's learning achievements.

A similar "company learning account" scheme is also in the melting pot,Ivan Lewis said. "You could say to employers: here's an amount of moneyto purchase training. But you would have to specify the training itwould buy."

One conclusive fact has emerged from the early results of the employertraining pilots, which have compensated employers for allowing stafftime off for training, he said. "What is clear is that the fact thatthe training is free is the most powerful issue for employers."

On the other hand, ministers have been repeating the PIU's expectationthat employers should pay a greater proportion of the cost of trainingtheir workers. The old convention that a firm paid in full for trainingwhich was specific to its needs and did not have general applicationbroke down after colleges became autonomous in 1993 and were forcedinto competition.

To stimulate employer demand further, ministers are bent on "unitising"vocational qualifications. During his tour of the regions last year,employers repeatedly told Lewis they were put off sending their staffto college because courses often offered more than they needed.Colleges replied that they were forbidden by the awarding bodies whichdevised the qualifications from offering selected components.

"What we are determined to achieve at the end of this process is tocreate a qualifications framework that's sufficiently flexible thatemployers and learners feel it's relevant," Lewis said. "We won't letanybody get in the way of that."

Stop tinkering, Productivity Brown - The chancellor should admit his tax fiddles have failed. 
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If you have read Gordon Brown's recent speeches, you will know for sure that the chancellor intends to put new measures to improve productivity at the heart of next week's Budget. 

"High levels of productivity growth are essential to high levels of growth and employment," he told a conference hosted by the Centre for European Reform this month. He added that Budget measures would "continue the process of cutting the cost and burden to small business of starting up, investing and growing, especially in areas of high unemployment." 

In February, he told the Social Market Foundation that the Budget would also continue to reform the tax regime for business, entrepreneurs and capital gains, and "move forward with measures to encourage the entrepreneurial culture". November's pre-budget report set out numerous ideas to boost productivity, including 2,000 enterprise areas countrywide, a review of university links with business, enterprise lessons in schools, subsidies for employer training, an employer training taskforce, and more skilled immigrants. 

Do not doubt Mr Brown's sincerity, nor his own productivity in designing measures aimed at boosting productivity. Every budget since his first in July 1997 has repeated the theme and contained a long list of productivity and growth-enhancing initiatives. Some have been worthwhile - the new deal for young unemployed is estimated to have reduced long-term youth unemployment by 17,000. Some have been memorable for their chutzpah - such as his insistence that the 1997 abolition of dividend tax credits for pension funds was a "structural reform that will encourage investment". 

Many measures have been suggested before. The 1998 Budget included the university challenge fund to improve higher education's links with innovative businesses. The 1998 pre-budget report included plans to "enlist business leaders to take the world of work and business into our classrooms". The 1999 enterprise management incentive was designed to encourage an entrepreneurial culture. 

Some have been positively harmful such as individual learning accounts, announced in 1999 and scrapped in 2001. But most have had no discernible impact and have been quietly forgotten. Who remembers the national campaign for enterprise, Lord Trotman's review of small business, the computers for all initiative or foresight link awards? Have they improved productivity performance? 

The answer to the second question is easy: no. The Bank of England calculates growth of labour productivity has been below the UK's long-run average since the mid-1990s. In last year's Budget, the Treasury accepted there had been no improvement in productivity associated with the government's measures. 

If Mr Brown used evidence rather than bluster in policymaking, he would cease devising new schemes to improve productivity and tinker with taxation. Unfortunately experience teaches us to expect more of the same on April 9. 

London Edition 2.  

Every Budget, Gordon Brown reveals fresh initiatives yet the higher productivity promised remains exclusive. 

By ED CROOKS and CHRIS GILES. 
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Every Budget, Gordon Brown reveals fresh initiatives yet the higher productivity promised remains elusive The Treasury admits progress is mixed. The chancellor's critics accuse him of too much over-complicated or counter-productive tinkering, write Chris Giles and Ed Crooks. 

Almost nine years ago, Tony Blair and Gordon Brown used a conference at the National Film Theatre in London to set out a new economic strategy for the Labour party. The fresh-faced leader of the opposition and his brainy shadow chancellor hoped to use the occasion to erase Labour's tax-and-spend image and establish a reputation for policies fostering rapid economic growth. In the event, Mr Brown's speech became best remembered for a single, much ridiculed reference to "post-neoclassical endogenous growth theory". 

Mr Brown has never mentioned the theory again in policy statements and bridles visibly whenever opponents revive the phrase to poke fun at him. But his ambition and vision for a successful economy have not wavered. New Labour's ambition, according to a 2002 Treasury document, is to "raise the rate of sustainable growth and achieve rising prosperity and a better quality of life, with economic and employment opportunities for all". Endogenous growth theory ("post-neoclassical" was always something of an embellishment) shares the same goal (see right). 

Today, sadly, with the government midway through its second term, Britain's productivity performance shows little discernible improvement. If anything, it has deteriorated since Labour came to power (see charts). 

As the Bank of England's latest inflation report notes: "The growth of labour productivity per person has been below its long-run average." The International Monetary Fund's recent annual assessment also stresses that "raising productivity remains a key challenge". 

Almost as worrying for Mr Brown as he finalises next week's Budget, there appears little appetite left for more government-directed measures to remedy the shortcomings. The City is preoccupied with the immediate economic outlook and the health of of the public finances. Business is in a lather about rising taxes and national insurance contributions. And employees are growing fearful that their private-sector pensions will not provide the retirement income they had expected. 

That is not to say that Mr Brown's targeting of productivity is wrong-headed: Europe's failure to match the economic performance of the US during the 1990s is surely something for the government to worry about. And the chancellor's policy prescriptions are taken straight from the endogenous growth theory textbook: an emphasis on competition and free markets, with a readiness to improve on market outcomes when they fail; greater development and use of new technology through government spending and the tax system; and encouragement for people to acquire skills, via train-ing incentives for individuals and employers. 

If Mr Brown has failed, it is not for want of trying. In successive Budgets since 1997 he has announced a multitude of productivity-related initiatives. 

Significant reforms to the competition regime were designed to make markets more competitive by stamping out abuses of power. Complicated changes to capital gains tax sought to encourage investment for the long term. Tax credits for research and development spending aim to correct a potential market failure: that companies underinvest in R&D because their competitors would also gain from their innovations. The Treasury justified raising corporate taxes on dividend payments because it might encourage companies to retain profits; and investment had traditionally been higher from that source of corporate finance. Individual Learning Accounts were introduced to improve skill levels; now subsidies for employers to train their workforces are being piloted. Lower taxes in 2,000 disadvantaged "enterprise areas" aim to encourage regeneration. 

To the chancellor's critics, however, these numerous initiatives are often over-complicated, irrelevant or counter-productive. The most persistent complaint is that the most of them are too small to have anything other than a negative effect: the time taken to meet government objectives would be better spent striving to maximise profits and improve competitiveness. 

While Mr Brown's theoretical foundations may be sound, his practical implementation is open to question. Many in business say the chancellor has underestimated the difficulty of turning his ideas into policy and overestimated the benefits those policies could be expected to provide. 

"Labour has certainly avoided the sort of egregious errors that Labour governments made in the 1960s and 1970s," says Professor Nicholas Crafts of the London School of Economics. "But of their initiatives, I am sceptical that the human capital strategy is delivering the right skills. Competition policy has gone in the right direction but is a bit timid." 

Even the Treasury, in its latest assessment of its own performance, published in December, concedes that progress on productivity has been "mixed". In truth, the mandarins may have been too kind. Whatever measure is used - output per worker, output per hour worked, total factor productivity (which takes into account both labour and capital inputs), or gross domestic product per capita - no significant improvement has been achieved. 

In terms of output per hour worked, Britain has been falling further behind not only the US but also Germany and France. Since Labour came to power in 1997, annual growth in productivity, as measured by output per worker, has averaged 1.3 per cent. During the Conservative governments of 1979-97, it averaged 2 per cent. 

The excuse that Labour has had to contend with a a tougher economic environment does not wash: the economy has been close to its long-run trend level of output throughout that period. The government's success in getting more people into work is a more plausible culprit: since the spring of 1997, 1.4m more people have found employment, most of them likely to be less productive than those already in work. 

It is also true that nothing in the theory promises quick results. The policies to promote long-run growth may be working but we just need to be more patient. "It is surprising for a politician to target productivity improvements as a policy, because gains are unlikely to be seen for decades," says Rachel Griffith of the Institute for Fiscal Studies. 

Mr Brown and his colleagues have persistently encouraged the idea that a US-style surge in productivity could be just around the corner. In 2000, the chancellor set as one of the Treasury's public service agreement targets the aim of raising the economy's trend rate of growth by 2004. In last year's spending review, the Treasury quietly scaled back its ambitions, setting itself the target that it should merely "demonstrate progress" towards higher productivity and economic growth. 

Mr Brown did last year raise his estimate of trend growth from 2.5 to 2.75 per cent - but as a result of faster expected growth in the workforce, not in productivity. 

Despite the lack of tangible advances, Mr Brown is ploughing on. But it seems as though some lessons have been learnt: attention-seeking stunts still exist but his ideas are more often turned into pilots rather than immediate initiatives. For the future, his focus is on two main areas: competition and skills. 

The new Enterprise Act, which comes fully into force on June 20, is intended to intensify the competitive pressures faced by British businesses. It puts a new emphasis on competition in monopoly and merger decisions and gives new powers to the Office of Fair Trading. John Vickers, the OFT's director-general - the first economist to hold the position - is clear about his role in improving productivity. 

"The point of fair trading law is to help customers and all the fair-dealing businesses," he says. "This is not just about consumer protection but about strengthening competitive forces, by tackling cartels and dominant market positions, as well as thinking of other ways that markets might be made to work better. We have a role to challenge publicly whatever is restricting competition." 

On skills, Treasury officials are excited by the pilots of a new programme that compensates employers for giving employees time off for basic and intermediate skills training: it is set to be rolled out to cover a quarter of the country. A paper due in the summer will give more details but there is already talk of a "post-voluntary" approach: compelling employers to release staff for training. 

There is one productivity policy that Mr Brown has not yet tried and that could, some say, generate significant long-run gains: joining the euro. The National Institute of Economic and Social Research argues that the removal of exchange rate and interest rate volatility inside the euro could in the long run raise Britain's capital stock by about 10 per cent, helping to add 4 per cent to gross domestic product. The marked rise in trade within the eurozone since 1999 suggests that competitive forces would be stronger, too. 

On the other hand, the volatility of output - the cyclical swings of the economy - would be more pronounced. Having promised "no return to boom and bust", Mr Brown is unlikely to be enthused by that prospect. But with the economy showing little sign of responding to his other initiatives, it could be time to try something new. 

When economists try to explain the acceleration of US productivity growth in the 1990s, apart from the usual points about information technology, they have a simple answer: Wal-Mart. 

According to an article in the McKinsey Quarterly last year, Wal-Mart's impact has been enormous, accounting for half of the productivity acceleration in general merchandise retailing. 

Can Wal-Mart's management methods reproduce the effect on the British retailing industry and the British economy? Asda, the supermarket chain bought by Wal-Mart in 1999, is a good test case. 

Martin Sayer, Asda's head of retail systems who has been leading the introduction of Wal-Mart's techniques, says the takeover "opened up a whole new era" for Asda. 

Wal-Mart managers boast that their headquarters in Bentonville, Arkansas, has more technology than the Pentagon. Systems such as Smart, which tells managers at 15-minute intervals exactly how much of any product is available, and Retail Link, which makes sales data available to suppliers, have taken Asda from being the technological laggard of the retail industry to one of the leaders. "We can communicate with suppliers in ways we could have only dreamt of before," says Mr Sayer. 

Not every innovation is high-technology. Asda is this week beginning to adopt Wal-Mart's system of pallets that are loaded with produce by the supplier and run through the distribution network; they can then be taken out on to the shop floor. 

Asda's sales performance, a like-for-like rise of nearly 10 per cent for the year to January, suggests that Wal-Mart's methods are already beginning to pay off. But economists question whether the Wal-Mart effect on productivity can be imported from America's wide open spaces to a small and crowded island. 

The problem is not so much that Asda's stores are smaller, although they are on average just a quarter the size of Wal-Mart's US stores. Rather, the problem is the constraint imposed by the planning system. 

This year, Asda plans to open about 10 new stores, including two being relocated, to add to its current 259: growth of about 3 per cent. In the US, Wal-Mart plans to add almost 300 stores to its 3,350-odd: a rise of about 9 per cent. 

"Think about the UK versus the US: land there is a never-ending commodity. In the UK it is really difficult to get a piece of land and to get it at a price you can make a profit on," Mr Sayer says. 

"We would love to have loads of new stores but the reality is that it is difficult - and getting more difficult as time goes on." 

The aggressive expansion that took Wal-Mart's US market share from 9 per cent in 1987 to 27 per cent by 1995 seems impossible to replicate in the UK. Indeed, the difficulty in opening new stores explains the massive interest in Safeway. 

While Gordon Brown has been trying to break down some of the barriers to development created by the planning system - a bill is currently going through parliament - he has run into resistance. 

Professor Nicholas Crafts of the London School of Economics says politicians often find this kind of reform difficult. "With a lot of productivity improvements, the losers form a clearly defined and often tightly knit group, while the winners are diffuse and widely spread: people who would get the jobs that would be created, for example," he says. 

"Productivity improvements may be a vote-losing strategy. And politicians realise that when it comes to making decisions." 
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MPs condemn ministers for allowing education fraud of up to £100m.

By Ben Russell Political Correspondent.
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A PIONEERING programme to encourage millions of people to take up adulteducation courses collapsed into an "appalling" black hole of fraud, MPs sayin a damning report today.

The Commons Public Accounts Committee condemned Education ministers fornaivety and taking short cuts. Between £67m and £97m invested in IndividualLearning Accounts (ILA) was "siphoned off" by fraudsters or wasted onsub-standard courses.

In some cases the accounts were opened without the knowledge of accountholders, while others accounts were "emptied by unscrupulous providers".

Under the programme, set up in 2000, those who opened ILAs were entitled toa £150 grant towards the cost of a course. But the accounts were abandonedjust over a year later as spiralling fraud and abuse sent the projectsoaring £93.6m over its £199m budget.

Hundreds of course providers are now being investigated. More than 100 fileswere sent to the police and about 60 people arrested.

Contracts with Capita, the firm brought in to run the project, werecondemned as weak while ministers were criticised as naive for believingthat market forces would weed out inefficient providers. Giving providersincentives to recruit students was "a fundamentally flawed system".

Edward Leigh, the committee's chairman, said: "It is likely that half of thebudget for Individual Learning Accounts was siphoned off in fraud and abuse.This reflects the number of short cuts taken by the Department. The schemewas poorly thought through, put in place too quickly, and the riskassessment and risk management was wholly inadequate."

The Department for Education and Skills accepted the report, saying:"Overall the delivery of ILAs fell a long way short of the standard thepublic has a right to expect." But it added: "For all their faults ILAsunleashed a real appetite for learning, particularly among people who wouldnot normally undertake learning."

News - Labour adult learning vow `led to £100m fraud fiasco'.

By Andrew Sparrow.
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Political Correspondent

TAXPAYERS lost around £100 million because the Department for Educationlaunched an adult learning scheme that was wide open to fraud, MPs willsay today.

In a highly-critical report published this morning, the Commons publicaccounts committee says that the department was "naive" in the way it"created the environment for fraud and abuse".

The scheme was created because of Labour's promise in its 1997manifesto to deliver one million individual learning accounts, aimed atencouraging adults to improve their educational skills.

The programme was launched in September 2000 before there had beenproper pilot projects, so that the Government could keep its pledge.

Costs soared because it was easy for cheats to abuse the system and inNovember 2001 the Government abandoned the scheme.

The accounts were expected to cost the taxpayer £199 million. But theeventual cost will probably turn out to be more than £290 million, ofwhich fraud could account for £67 million and other irregularitiesanother £30 million.

The department's accounting officer told the committee that he wasashamed of what happened and that the failure was "one of the worst hehad come across".

David Blunkett, the Home Secretary, was in charge of the department atthe time. The minister who oversaw the launch of the scheme was LadyBlackstone, who is now arts minister.

To qualify for a learning account, adults had to produce a learningplan, identifying the skills they wanted to acquire. The departmentthen paid money into an account for spending on a course run by anapproved provider.

The first million participants received £150 to spend on education,provided they paid £25. Other course expenses were also heavilysubsidised.

The department decided not to regulate providers heavily because itwanted to encourage as many adults as possible to open an account.According to the committee, this was "the fatal flaw".

It meant that fraud proliferated. Some training providers claimed moneyfrom the department for courses that were sub-standard. Others gotpeople to open learning accounts and then claimed for training that wasnot taking place at all.

The department now has 70 staff investigating past payments and around100 cases have already been referred to the police.

Fraud `destroyed adult education project'.
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A PIONEERING programme set up in 2000 to encourage millions of peopleto take up adult education courses collapsed into an "appalling" blackhole of fraud, MPs say in a damning report today. The Commons PublicAccounts Committee condemned Education ministers for naivety and takingshort cuts. Between £67m and £97m invested in Individual LearningAccounts was "siphoned off" by fraudsters or wasted on sub-standardcourses, sending the project £93.6m over its £199m budget. Hundreds ofcourse providers are being investigated.

Government blamed for £100m education mess.

By Glen Owen, Education Correspondent.
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A SERIES of misjudgments by the Government left an important educationscheme riddled with fraud at a cost of more than £100 million, MPs saidyesterday.

Members of the Commons Public Accounts Committee said that they wereappalled by the naivety shown by the Department for Education andSkills (DfES) over the introduction of individual learning accounts(ILAs).

The accounts, which enabled more than a million adult learners to claimsubsidies for training courses, were closed 16 months ago after itemerged that thousands of bogus claims were being made.

Inquiries have led to the arrest of 60 people. Fourteen have beencharged, with one person sentenced to nine months in prison.Investigations are continuing.

"The scheme was poorly thought through, put in place too quickly andthe risk assessment and risk management was wholly inadequate," EdwardLeigh, the Conservative chairman of the committee, said.

The report said that the risk of fraud had been increased substantiallyby giving financial incentives to trainers to sign up as many customersas possible.

"It encouraged a substantial number of unscrupulous providers toundertake aggressive marketing and, combined with control weaknesses,created the environment for fraud and abuse," it said. "Good riskidentification and management is essential in major projects,especially those that involve innovative solutions.

"However, the department's risk assessment and risk management were notfit for the purpose, and were driven more by concerns that the schemewould not attract sufficient new learners.

"As a result, the department did not give enough weight to advicereceived on the risk of fraud and abuse and about quality oftraining."

Members of the committee said that they were not satisfied thatofficials at the department had learnt from the debacle. "Acceptance ofresponsibility is important, but so is the need for accounting officersto provide convincing reassurance that weaknesses have been properlyanalysed and understood so that the necessary improvements can beidentified and implemented."

The committee said that Capita, the private company that ran the ILAsystem, "could have done more to insist that its concerns about risk offraud and the necessary controls were taken seriously".

The Government has promised to introduce a successor scheme for ILAs inEngland, and is expected to set out the details in June as part of awider adult skills strategy.

David Gibson, chief executive of the Association of Colleges, said thatministers had been given ample warning of the problems likely to affectthe accounts. "That advice was ignored," he said. "As aconsequence...many colleges lost large sums of money and numbers ofstudents."

The DfES said that it accepted the report's conclusions. "Thedepartment is very sorry for the difficulties some learning providersand learners experienced with the individual learning account programmeduring 2001," it said.

"Overall. the delivery of ILAs fell a long way short of the standardthe public has a right to expect.

"It was unacceptable and the department is in no doubt that seriousmistakes were made and hard lessons are being learnt."

(c) Times Newspapers Ltd, 2003.

Fraud robbed training scheme of millions. 
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EDUCATION FLAGSHIP ADULT PROJECT 'POORLY THOUGHT THROUGH AND PUT IN PLACE TOO QUICKLY'. 

Nearly £100m was siphoned off in abuse and fraud from the government's flagship adult training scheme, the Commons public accounts committee will report today. 

In the latest of a series of damning accounts of the fiasco surrounding Individual Learning Accounts, the committee will blame "short cuts" taken at the Department for Education and Skills. 

Edward Leigh, committee chairman, says: "The scheme was poorly thought through, put in place too quickly, and the risk assessment and risk management was wholly inadequate. 

"It is likely that half of the (original) budget for ILAs was siphoned off in fraud and abuse." 

The department issued a statement ahead of the report, saying it was "very sorry" and that the delivery of ILAs "fell a long way short" of the standard the public has a right to expect. 

But, indicating that a successor scheme will be announced in June, the department says: "For all their faults, ILAs unleashed a real appetite for learning, particularly among people who would not normally undertake learning." 

Losses over the scheme could cost the taxpayer £97m, including £67m in fraud, the committee says. Expenditure was set to reach £290m against an original budget of £199m. 

The scheme was closed in November 2001 when evidence of abuse and fraud revealed a significant threat to public finances. 

At the time the report was finalised, one person had been sentenced to nine months in prison, 10 awaited court appearances, 14 had been charged and 60 arrested. The investigation continues. 

Previous inquiries into the failure of the scheme, which offered cash or vouchers for adult training through a computerised system, have blamed ministers for pushing ahead with it to meet a 1997 election pledge. 

The report finds the department should have called a halt when pilots did not work. 

The department, driven forward by the priority of attracting the required number of new learners into the scheme, did not heed warnings about fraud, abuse and the quality of training provided by the private sector, the report says. 

The committee's criticisms of the contractual relationship between the department and Capita, the listed service provider, are again raised. The contract was "weak" and resulted in the department bearing more of the key risks than was originally planned, the report says. 
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Rostrum - Mark Corney examines the latest offering from the DfES onadult learning.

733 words

Publication date: 8 April 2003

Source: The Guardian

Page: 57

© Copyright 2003.  The Guardian.  All rights reserved.

Alongside the government's national skills strategy progress report,the education department and Learning and Skills Council (LSC) havepublished a technical paper on funding adult learning. Two messagesstand out. The first is that despite funding increasing from £2.5bn in2002/03 to £3.2bn in 2005/06, we should not assume significant largessefrom the 2004 spending review. Refocusing existing allocations will bethe name of the game.

The second is that there are just too many options with fundamentallydifferent implications - a sign that Whitehall still cannot agree.

The paper identifies three new target groups: adults without a level 2qualification; young adults aged 19-30 without a level 3 qualification,and adults over 30 wishing to gain a level 3 in skill shortage areas.

The rationale for supporting the adult level 2 group is primarilyemployability. The Treasury believes that increasing the pool of adultswith a "first" level 2 can stimulate bottom-up productivity becausefirms are more willing to innovate. Yet there is no evidence to showthat individual firms improve their performance by supporting employeesto achieve a "first" level 2.

The rationale for the young adult target group is complex. The cut-offpoint of 30 suggests cost considerations. The inclusion argument wouldbe that 19-to 30-year-olds deserve a second chance to obtain a level 3.The productivity argument is that level 3 achievement will boost thestock of people with intermediate skills - an argument that would beequally valid for older adults filling level 3 skill shortages.

In addition, more young adults with level 3 qualifications means morewho can progress to higher education and contribute towards the 50%participation target for 18-to 30-year-olds there.

Fully funded tuition is highlighted as a key financial incentive, butother costs are incurred by adult learners. These vary according towhether learning is individually driven or employer-driven, and whetherit is full-time or part-time.

Adult employees might be motivated to achieve "first" level 2 or 3qualifications by getting a better job or progressing into highereducation. These reasons, though, have little to do with their currentemployers.

Certainly, a sizeable minority of 19-to 30-year-olds might wish tostudy full-time to achieve a "first" level 3. Consequently, there is aneed for a national system of means-tested grants and income-contingentloans for these FE students in line with what higher education studentsenjoy.

The vast majority of older adults, and probably most 19-to30-year-olds, however, will want to study part-time. They still facecosts for travel, books and equipment. Hence there is a case formeans-tested grants for part-time FE students.

By contrast, the focus of employer-driven learning is almostexclusively on part-time study. The issue for firms is productionlost.

Tomorrow's Budget will provide an update on the employer training pilotschemes, in which adult employees without a level 2 qualification getfree tuition and their employers are compensated for their time off fortraining. This compensation could equally be offered for those withoutlevel 3 qualifications.

At the heart of the technical paper is the intention to move towards amore demand-driven adult learning system.

Funding for self-motivated individual learners could be more closelylinked to three-year strategic plans of colleges and could also berouted via reformed individual learning accounts.

On the employer-driven side, funding for both the level 2 and 3 targetgroups could be directed via a national employer training tax credit,based on the employer training pilots.

Equally, the LSC adult learning budget could be aligned to industrialsector or regional planning. One option would be to route fundingthrough the sector skills councils. Another would be to pool regionaldevelopment agency (RDA) and local LSC adult learning budgets and alignthem to the government's Fresas (frameworks for regional employment andskills action), launched last autumn.

It is difficult to assess where our adult learning system will end up.But since the chancellor has been instrumental in taking forward theemployer training pilots and the adult learning pilots, I reckon theseare the ones to watch.

Mark Corney was an adviser to the Strategy Unit on workforcedevelopment.
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Of course it'll do no such thing. But the excoriating verdict deliveredby the Public Accounts Committee on the DfES over the individuallearning accounts disaster should protect colleges - and any othereducational outfits in receipt of public money - from ministerialcriticism over financial management for many moons to come. After all,the subtext of the PAC's report is that the department has shown itselfnot only incapable of running the proverbial whelk stall, but is noteven to be trusted to wheel the cart home safely after a day's trading.The DfES rashly rushed to get its scheme airborne despite serious flawsemerging in trials, it observes. Risk assessment and management wereinadequate and contractual arrangements with Capita, the ubiquitouscompany picked to run the scheme, were weak.

 Eschewing qualitycontrols, the DfES relied on learners and market forces to sortinefficient from effective providers, which was "naive" given that itwanted to encourage into learning "those least able to assess thequality of the training on offer".

Education - Further - Rostrum - Mark Corney examines the latestoffering from the DfES on adult learning.

By Mark Corney.
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Alongside the government's national skills strategy progress report,the education department and Learning and Skills Council (LSC) havepublished a technical paper on funding adult learning. Two messagesstand out. The first is that despite funding increasing from £2.5bn in2002/03 to £3.2bn in 2005/06, we should not assume significant largessefrom the 2004 spending review. Refocusing existing allocations will bethe name of the game.

The second is that there are just too many options with fundamentallydifferent implications - a sign that Whitehall still cannot agree.

The paper identifies three new target groups: adults without a level 2qualification; young adults aged 19-30 without a level 3 qualification,and adults over 30 wishing to gain a level 3 in skill shortage areas.

The rationale for supporting the adult level 2 group is primarilyemployability. The Treasury believes that increasing the pool of adultswith a "first" level 2 can stimulate bottom-up productivity becausefirms are more willing to innovate. Yet there is no evidence to showthat individual firms improve their performance by supporting employeesto achieve a "first" level 2.

The rationale for the young adult target group is complex. The cut-offpoint of 30 suggests cost considerations. The inclusion argument wouldbe that 19-to 30-year-olds deserve a second chance to obtain a level 3.The productivity argument is that level 3 achievement will boost thestock of people with intermediate skills - an argument that would beequally valid for older adults filling level 3 skill shortages.

In addition, more young adults with level 3 qualifications means morewho can progress to higher education and contribute towards the 50%participation target for 18-to 30-year-olds there.

Fully funded tuition is highlighted as a key financial incentive, butother costs are incurred by adult learners. These vary according towhether learning is individually driven or employer-driven, and whetherit is full-time or part-time.

Adult employees might be motivated to achieve "first" level 2 or 3qualifications by getting a better job or progressing into highereducation. These reasons, though, have little to do with their currentemployers.

Certainly, a sizeable minority of 19-to 30-year-olds might wish tostudy full-time to achieve a "first" level 3. Consequently, there is aneed for a national system of means-tested grants and income-contingentloans for these FE students in line with what higher education studentsenjoy.

The vast majority of older adults, and probably most 19-to30-year-olds, however, will want to study part-time. They still facecosts for travel, books and equipment. Hence there is a case formeans-tested grants for part-time FE students.

By contrast, the focus of employer-driven learning is almostexclusively on part-time study. The issue for firms is productionlost.

Tomorrow's Budget will provide an update on the employer training pilotschemes, in which adult employees without a level 2 qualification getfree tuition and their employers are compensated for their time off fortraining. This compensation could equally be offered for those withoutlevel 3 qualifications.

At the heart of the technical paper is the intention to move towards amore demand-driven adult learning system.

Funding for self-motivated individual learners could be more closelylinked to three-year strategic plans of colleges and could also berouted via reformed individual learning accounts.

On the employer-driven side, funding for both the level 2 and 3 targetgroups could be directed via a national employer training tax credit,based on the employer training pilots.

Equally, the LSC adult learning budget could be aligned to industrialsector or regional planning. One option would be to route fundingthrough the sector skills councils. Another would be to pool regionaldevelopment agency (RDA) and local LSC adult learning budgets and alignthem to the government's Fresas (frameworks for regional employment andskills action), launched last autumn.

It is difficult to assess where our adult learning system will end up.But since the chancellor has been instrumental in taking forward theemployer training pilots and the adult learning pilots, I reckon theseare the ones to watch.

Mark Corney was an adviser to the Strategy Unit on workforcedevelopment.
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Whelk stalls spring to mind

Of course it'll do no such thing. But the excoriating verdict deliveredby the Public Accounts Committee on the DfES over the individuallearning accounts disaster should protect colleges - and any othereducational outfits in receipt of public money - from ministerialcriticism over financial management for many moons to come. After all,the subtext of the PAC's report is that the department has shown itselfnot only incapable of running the proverbial whelk stall, but is noteven to be trusted to wheel the cart home safely after a day's trading.The DfES rashly rushed to get its scheme airborne despite serious flawsemerging in trials, it observes. Risk assessment and management wereinadequate and contractual arrangements with Capita, the ubiquitouscompany picked to run the scheme, were weak. Eschewing qualitycontrols, the DfES relied on learners and market forces to sortinefficient from effective providers, which was "naive" given that itwanted to encourage into learning "those least able to assess thequality of the training on offer".

Providers left high and dry

The parliamentary ombudsman, Ann Abraham, has biffed the other half ofthe double whammy, ruling the DfES guilty of serious maladministrationin setting up and managing the scheme. The ombudsman was answering acomplaint tossed in by Roger Tuckett, whose not-for-profit trainingorganisation, Henley Community Online, which he set up to teach basiccomputer skills, crashed when the plug was pulled on ILAs. Theombudsman reckons, however, that ministers were entitled to crash theproject and sees no case to make the DfES fork out to compensateTuckett or other learning providers left high and dry. The DfES hasoffered Tuckett an ex gratia payment of £500.
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1. The Sars virus continued to spread worldwide as the Department ofHealth put Britain's doctors on alert. By the weekend, four people inBritain had been suspected of being infected; elsewhere, Sars hadkilled about 80 people.

2. Controversial flagship hospital legislation has been delayed forfear that it could split Labour during the Iraq War. Almost 130 LabourMPs have signed a Commons motion warning against creating a two-tierNHS.

3. The Government suffered setbacks in its Public Finance Initiativestrategy as engineering giant W.S. Atkins pulled out of a £100 milliondeal to run schools for Southwark council, in South London. The publicservice union, Unison, has also published what it calls a damningreport into the PFI hospital building programme.

4. The prison population in England and Wales has reached a new recordof 73,091. To ease overcrowding, an "intensive control and changeprogramme" has been launched for persistent offenders aged 18 to 20,involving electronic tagging and intensive unpaid work.

5. A-level school league tables were finally published, four monthslate because of the "regrading crisis". David Bell, Chief Inspector ofSchools in England, dismissed a call by the Secondary Heads Associationto scrap the performance tables.

6. A teacher is bitten, scratched, kicked, punched or spat at everyseven minutes, the teachers' union NASUWT estimated. The union releaseda survey of violence and disruption in classrooms in the east ofEngland, days after the Government intensified a crackdown on poorbehaviour.

7. Head teachers should be ruthlessly "taken out" if they are not upthe job, said Charles Clarke, the Education Secretary. David Hart, headof the National Association of Head Teachers, replied that the numberof incompetent heads "can be counted on the fingers of one hand".

8. A council will have to pay £807 in lost wages to a worker sackedafter he tried to attack a colleague with an axe. James Robertson, 50,fought and won his case for unfair dismissal from the prison cell wherehe is serving five years for the assault. He is also doing two lifesentences, for stamping a war veteran to death and for attempted rape.Preston City Council is considering an appeal.

9. Home Office ministers say crime is falling. But the public does notbelieve them. The Government used new methods of adjustment, whichturned a 4 per cent rise in police figures into a 7 per cent fall. Italso cited the British Crime Survey, which suggested that crime wasdown by 9 per cent in 2002. According to the BCS, however, 71 per centof adults believe crime is getting worse in England and Wales.

10. "The NHS is turning the corner," said Alan Milburn, the HealthSecretary, after statistics from the Department of Health showed a fallin the number of people waiting to be admitted to hospital in England.Heaping good news on good, the department predicted that the Marchfigures would drop below one million, for the first time since June1993. Opposition parties accused ministers of fiddling clinicalpriorities in order to meet their own targets.

11. Government misjudgements were blamed for the sudden closure ofindividual learning accounts. The Commons Public Accounts Committeesaid it was appalled by the naivety of the Department for Education andSkills (DfES).

12. Human rights groups have accused British forces of endangering thelives of Iraqi children by dropping cluster bombs. NGOs attacked GeoffHoon, the Defence Secretary, for defending their use.

(c) Times Newspapers Ltd, 2003.

NURSING - After 10 years, the fight for fair pay and conditions goeson.
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COMMENT

This year marks UNISON'S 10th anniversary, and a lot has been achievedin the last decade. In health, we are continuing to campaign on a widenumber of issues affecting our members. Having nursed in the NHS forthe past 18 years, all of these are close to my heart.

One campaign that UNISON has spearheaded is to get student nurses backon to salary. The argument about a salary causing them to lose theirsupernumerary status, or affecting the quality of their education islong gone. We now have a two-tier system of student nurses, those on abursary of £5,432 per year, and those healthcare assistants fortunateenough to be seconded on to their nurse education on 80-100 per cent oftheir salary. Both, receiving the same education, work the same hoursand are allocated to the same clinical areas. Secondment on salary wasan excellent initiative. It opened the door to education forunqualified staff, many of whom are mature students, who could not haveafforded to study and live on a bursary.

UNISON is calling for all student nurses to be salaried and have accessto employment and pension rights. We firmly believe that this wouldencourage more students to go into nurse education, and would persuadethem to stay working for the NHS rather than opting to work for anagency or the private sector once they qualify.

The NHS modernisation agenda sees healthcare assistants taking onever-expanding roles within the NHS. We support this, for those staffwho feel able to do so. However, it's important that the appropriatetraining and education is available, to enable them to carry out theirduties safely and effectively. Equally, their additionalresponsibilities should be reflected in their salary and grade. Theintroduction of the Government's NHS Individual Learning Accountsscheme enabled the entry gates to be widened and gave greater supportto education and training, for non-registered NHS staff. It's abrilliant initiative although staff still continue to incurdifficulties with release from work to attend studies. This needs to beaddressed urgently if the scheme is to succeed and be seen as a genuinemethod of accessing further or higher education.

The Government has set a huge agenda to deliver a health service fitfor the 21st century. We see pay as central to that process, therecently published pay proposals Agenda for Change, have received amixed reception. The proposals seek to bring together pay negotiationsfor all staff excluding doctors and dentists.

UNISON has adopted what I believe is a sensible position, to recommendmoving ahead with early implementation and to consult members via aballot on the attached three-year pay deal. We recognise that the payproposals are ambitious and that our members have real concerns aboutprotection and unsocial hours. These are concerns, we believe, thatwon't be fully tested without early implementers.

The proposals would give a 70p per hour increase in basic pay for thelowest-paid staff, before the April 2003 pay increase. The new paybands would be determined by a job evaluation scheme based on theprinciple of equal pay for work of equal value. The harmonisation ofterms and conditions, would ensure equity across the healthcare team.No longer would the lowest-paid staff also have the least amount ofannual leave.

For more information on the proposals and to access detailed documentslog on towww.unison.org.uk/healthcare/a4c. You can also call UNISONdirect on 0845 355 0845. Remember only healthcare staff who belong to aunion will be able to have a voice on these proposals.

Gail Adams is head of nursing at UNISON

UNISON EVENTS DIARY

V 26 April: UNISON & TUC United Against Racism - Manchester

V 28 April: Work Memorial Day - Remember the Dead Fight for the Living

V 30 April: Conference on PCT Commissioning - London

V 13 May: Risk Management - London

V 15-27 May: UNISON Healthcare members balloted on Agenda for Change -remember to vote

V 9-13 June: National Childcare Week

V 17-20 June: UNISON'S National Delegate Conference

V 27-29 June: Ambex Conference Ambulance exhibition - Harrogate

V 9-11 July: Occupational Therapy Conference - Glasgow

V 14-15 July: Mental Health Nursing Conference - University ofLeicester.

After 10 years, the fight for fair pay and conditions goes on.

By GAIL ADAMS - UNISON.
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COMMENT

This year marks UNISON'S 10th anniversary, and a lot has been achievedin the last decade. In health, we are continuing to campaign on a widenumber of issues affecting our members. Having nursed in the NHS forthe past 18 years, all of these are close to my heart.

One campaign that UNISON has spearheaded is to get student nurses backon to salary. The argument about a salary causing them to lose theirsupernumerary status, or affecting the quality of their education islong gone. We now have a two-tier system of student nurses, those on abursary of £5,432 per year, and those healthcare assistants fortunateenough to be seconded on to their nurse education on 80-100 per cent oftheir salary. Both, receiving the same education, work the same hoursand are allocated to the same clinical areas. Secondment on salary wasan excellent initiative. It opened the door to education forunqualified staff, many of whom are mature students, who could not haveafforded to study and live on a bursary.

UNISON is calling for all student nurses to be salaried and have accessto employment and pension rights. We firmly believe that this wouldencourage more students to go into nurse education, and would persuadethem to stay working for the NHS rather than opting to work for anagency or the private sector once they qualify.

The NHS modernisation agenda sees healthcare assistants taking onever-expanding roles within the NHS. We support this, for those staffwho feel able to do so. However, it's important that the appropriatetraining and education is available, to enable them to carry out theirduties safely and effectively. Equally, their additionalresponsibilities should be reflected in their salary and grade. Theintroduction of the Government's NHS Individual Learning Accountsscheme enabled the entry gates to be widened and gave greater supportto education and training, for non-registered NHS staff. It's abrilliant initiative although staff still continue to incurdifficulties with release from work to attend studies. This needs to beaddressed urgently if the scheme is to succeed and be seen as a genuinemethod of accessing further or higher education.

The Government has set a huge agenda to deliver a health service fitfor the 21st century. We see pay as central to that process, therecently published pay proposals Agenda for Change, have received amixed reception. The proposals seek to bring together pay negotiationsfor all staff excluding doctors and dentists.

UNISON has adopted what I believe is a sensible position, to recommendmoving ahead with early implementation and to consult members via aballot on the attached three-year pay deal. We recognise that the payproposals are ambitious and that our members have real concerns aboutprotection and unsocial hours. These are concerns, we believe, thatwon't be fully tested without early implementers.

The proposals would give a 70p per hour increase in basic pay for thelowest-paid staff, before the April 2003 pay increase. The new paybands would be determined by a job evaluation scheme based on theprinciple of equal pay for work of equal value. The harmonisation ofterms and conditions, would ensure equity across the healthcare team.No longer would the lowest-paid staff also have the least amount ofannual leave.

For more information on the proposals and to access detailed documentslog on towww.unison.org.uk/healthcare/a4c. You can also call UNISONdirect on 0845 355 0845. Remember only healthcare staff who belong to aunion will be able to have a voice on these proposals.

Gail Adams is head of nursing at UNISON

UNISON EVENTS DIARY

26 April: UNISON & TUC United Against Racism - Manchester

28 April: Work Memorial Day - Remember the Dead Fight for the Living

30 April: Conference on PCT Commissioning - London

13 May: Risk Management - London

15-27 May: UNISON Healthcare members balloted on Agenda for Change -remember to vote

9-13 June: National Childcare Week

17-20 June: UNISON'S National Delegate Conference

27-29 June: Ambex Conference Ambulance exhibition - Harrogate

9-11 July: Occupational Therapy Conference - Glasgow

14-15 July: Mental Health Nursing Conference - University ofLeicester.
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The Chancellor opened his account by audaciously relinquishing controlover interest rates but later errors may put his place in the economicpantheon at risk, write Lea Paterson and Gary Duncan

ARGUABLY, it was all downhill from day one. In the first week of hisChancellorship, Gordon Brown stunned the City and the politicalestablishment as he broke with three hundred years of tradition andawarded the Bank of England its independence. It was a political coupde theatre.

Although controversial at the time, handing the Bank control overinterest rates is now regarded as an inspired move. Britain's inflationrecord was to be transformed. However history should judge the rest ofhis Chancellorship, Mr Brown's first few days will be remembered as amoment when the British economy took a great leap forward.

In the years that followed, Mr Brown and his team repeatedly tried torecapture the success of those early, heady days. Yet nothing has comeclose. In part, this is because decisions such as Bank independencewere a one-off; a never-to-be-repeated opportunity to earn a place inhistory. But the Chancellor also appears to have fallen victim to hisown success.

Initially, Mr Brown and his aides enjoyed the Midas touch. Whatever theodds stacked against them, be it economic crisis abroad, or choppypolitical waters at home, they always seemed to prevail. But therepeated success of Mr Brown's first years in office reinforced a lessappealing characteristic of the Chancellor's circle - a supremeself-confidence that occasionally bordered on arrogance.

During Labour's first term, Mr Brown revelled time and again in provingthe City wrong. At his economic forecasts in November and March, theChancellor would inevitably provoke gasps of disbelief from expertswith his bullish projections.

Yet, then, Mr Brown was right to be optimistic. The British economydefied predictions of recession. It carried on growing through theAsian economic crisis of 1997 and the shockwaves from the Russian debtdefault 12 months later.

It was not only the Treasury's pride that was swelled by its initialsuccess in beating the City analysts at their own game. TheChancellor's coffers also benefited from Mr Brown's forecastingprowess. Between 1997 and 2001, the Chancellor tucked away a total of£20 billion in budget surpluses - no small amount in anyone's book. Arecurring theme of Mr Brown's early Budgets was the need to avoid theerrors of the Tories. In particular, this meant eschewing the mistakenpresumption in the 1980s that improvements in the public finances werepermanent. "No return to boom and bust" became a familiar Brownrefrain. But events were already conspiring against him. It would notbe too long before Mr Brown was struggling to avert a boom and bust ofhis own.

Yesterday Mr Brown was forced to tear up his forecasts for the secondtime in six months. A bigger blow was another upward revision to hisborrowing projections.

The Chancellor protests otherwise, but many analysts believe that theUK could soon slide further in to the red than at any point during thepast eight years.

This will leave Mr Brown's once unassailable public finance rules injeopardy.

These rules were pivotal in cementing the Chancellor's covetedreputation for fiscal prudence - a reputation now hanging in thebalance. The tightly-defined regime, to keep total debt low and toborrow only to finance investment, helped to insulate new Labour fromthe financial crises that had dogged its predecessors.

But sluggish growth and soaring borrowing mean that many analysts nowexpect the Chancellor to break the spirit, if not the letter, of theserules in the coming years.

Mr Brown's handover of interest rates to the Bank was, for him, anunusual surrender of control. But the Chancellor's restless nature andhis intellectual instincts for intervention have been apparent in hisceaseless drive to improve the economy's performance at a micro-level.

Here, the Treasury has whirled like a prototype perpetual motionmachine as it strived to put into effect Mr Brown's constant stream ofideas for boosting productivity. Every Budget since 1997, and most ofthe Chancellor's utterances in between, have been peppered with some ofhis multiplicity of measures for ratcheting-up the economy'sefficiency.

Unfortunately for Mr Brown, across swathes of this agenda, therelentless pace of his activity has been in inverse proportion to theresults. After six Budgets laden with complex initiatives, the goal ofboosting Britain's productivity to the levels of its internationalcompetitors has remained as elusive as ever. On any of several measuresused to gauge it, productivity in Britain has lagged further behindthat of America, Germany and France.

The Chancellor seems undeterred. He continues to reassert hisenthusiasm for "measures to encourage the entrepreneurial culture".British business, though, has become steadily more disillusioned withwhat Mr Brown's critics see as meddlesome tinkering. Despite theTreasury's pro-enterprise rhetoric, business has fallen out of lovewith Labour.

Although much of the theory behind them has been sound, many of theChancellor's supply side schemes have heaped extra burdens of cost andred tape on to already stretched UK companies. Other policies have beencondemned as counter productive: too small to make a real difference,yet large enough to take up time and money. A few have been outrightfailures, such as the creation of Individual Learning Accounts to boosttraining, which later collapsed after months of expensive failure.There have been measures that business has welcomed. The Chancellortrumpeted some of these at the recent British Chambers of Commerceconference: corporation tax cuts, lower capital gains tax on businessassets, a simplified VAT system for small firms, easier businessstart-ups. But the industry goodwill earned from these moves has beenmore than outweighed by higher regulation, "stealth" measures such asthe abolition of the dividend tax credit in Labour's first Budget, and,above all, last year's surprise rise in employer National Insurancecontributions.

While even the Treasury concedes that progress on productivity has beenmixed, one excuse that Mr Brown can legitimately offer is his greatersuccess with the second strand of his supply-side agenda: the jobsmarket.

Unemployment has steadily fallen throughout Labour's time in office andis at a 27-year low. The "New Deal" is estimated to have taken some17,000 out of long-term youth joblessness. An inevitable result of this"employment rich" period of of economic expansion has been that moreunderskilled people have returned to the workforce, hittingproductivity to some degree.

Yet even over the labour market, the Chancellor's appetite for endlesspolicy innovation is throwing up charges of needless complexity andpointless change.

His intricate system of means-tested tax credits is a key plank of hisredistributionist strategy to increase "social justice". But the taxcredits are under heavy fire for being so complicated that fewunderstand them. Many of those entitled to help are failing to claim.

If the verdict on Mr Brown's supply-side efforts is mixed, the juryremains out on his biggest policy gamble: his massive spending boost tooverhaul Britain's dilapidated public services.

Total government spending is due to rise by 13 per cent in real termsfrom 2002-03 to 2005-06 to more than £500 billion, compared with only£333 billion when Labour took power.

With the public finances deteriorating as weak growth hits hisrevenues, Mr Brown has already been forced to raise taxes sharply, bynearly £9 billion in his last Budget, to fund this ambitious programme.Soon, taxes are likely to have to rise again.

Yet while the spending is relatively easy, making the money work isproving much harder. Delivery has become the Government's mantra. Butdaily the public is growing more sceptical that real results areemerging. The latest Populus poll for The Times showed that half thepublic now opposes this month's hike in national insurancecontributions - a year ago, nearly three-quarters backed it. Andthree-fifths of the public think the money is being badly spent.

Mr Brown can only worry, too, that much of the resources beingfunnelled into health, education and transport is being eaten up insharply higher costs.

Official figures show that inflation in the public sector hasaccelerated to levels above 5 per cent. Meanwhile, government studieshave pointed to tumbling productivity in the health service.

The Chancellor remains bullishly defiant, insisting that results willcome through. But, even more than an alleged fiscal shortfall, theblack hole that really counts for his future is the despondency overthe state of public Britain that still grips voters.

Ahead of Mr Brown, however, may lie an even bigger gamble. It wouldecho his decision on Bank of England independence by once more seeinghim sacrifice much of his power: this time, by signing Britain up tothe euro. Advocates of the move say that, like the Chancellor'ssurrender of interest rates, this could transform Britain's economiclandscape. But Mr Brown is widely expected to say no when he unveilshis five tests of euro membership in a few weeks. Characteristically,this Chancellor wants to remain firmly in control.

(c) Times Newspapers Ltd, 2003.
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A scheme that rewards employers with state aid for giving employees time off for training looks set to be the centrepiece of a new national skills strategy to be published as a white paper in June, the chancellor has signalled. 

The programme, called Employer Training Pilots (ETPs), could eventually cost the Treasury £1bn a year. It is still in its infancy although Budget papers revealed that "initial results" showed they were proving a success. 

As expected, Gordon Brown said he would allocate a further £130m for the programme to be extended into a second year and into six further areas - in Berkshire, Kent, east London, Leicester, Shropshire and South Yorkshire. 

"The radical way forward we propose is that, in return for employers giving staff time off for basic training, the government contributes towards wage and training costs and employees themselves can then move up the skills ladder," he said. 

But business leaders fear that the chancellor will link the scheme to a new statutory right to time off for employees. 

In the pilots, workers get an entitlement to time off - but employers volunteer for the project. Compensation payments may be replaced by a new tax credit if the scheme is adopted nationally. 

Industry also questions the validity of the consultation being carried out before a skills strategy white paper in June if the chancellor has already decided to go ahead with ETPs. 

However, Budget papers make clear that the scheme is still a pilot. Ministers involved have insisted that all options are still open. 

Digby Jones, director-general of the CBI, said: "The pilots have not shown that a right to paid time off is always the answer. Such schemes are best tailored to the needs of individual firms. 

"The worry is that the chancellor has already decided to introduce a statutory right regardless of what employers need, and one size will certainly not fit all in this important area." 

Mr Brown did appear to hint that he was considering a statutory right to time off for training for adults, telling MPs: "Because nobody wishes Britain to compete on the basis of low pay but on high skills, the right to education to 16 must be complemented by the right to lifelong learning: a classic case of social justice building economic strength." 

The existing pilots have looked at a range of payments to employers and various entitlements to time off for employees. It is understood that in the six new pilots the same range of ideas will be tested, including one scheme in which compensation to employers will be zero. 

The government has said it expects business investment in skills to rise sharply if it responds to industry's needs by giving companies flexible training schemes that they can use to enhance profitability. 

Labour's first-term efforts to improve training were diverted into setting up the new Learning and Skills Council to oversee post-16 training and education. It can draw on a budget in excess of £8bn a year. 

The government's first attempt to improve training in 1997 ended in disaster when individual learning accounts (ILAs) were set up, offering people access to basic skills training and vouchers or cash to pay for courses. 

ILAs were hastily closed when they were found to be subject to fraud and abuse. The losses could top £100m. 

The new skills strategy is being put together by several government departments. It is supposed to mark a new start in tackling the problems of 8m adults with basic literacy and numeracy problems and breaking a pattern of acute skill shortages in various sectors of the economy. 

Mr Brown said he would review training, pay and employment needs for those aged 16 to 19, including the case for 16-and 17-year-olds having a minimum wage. He is also pushing ahead with a scheme to urge business to provide 320,000 places for modern apprenticeships by 2006. A task force has been set up. 

Besides ETPs, other ideas being considered in the run-up to publication of the white paper include a "licence to work" programme in which workers need a qualification to enter an industry - a scheme that would require strong industry backing through the new system of sector skills councils. 

In his speech, the chancellor talked about "moving beyond the old voluntarism of the past" towards a national effort involving government, employers, employees and unions - an effort where each sector of society has a "responsibility and a part to play". 

Funding for the Trades Union Learning Fund is to be increased by nearly 30 per cent, amounting to £3m extra in 2005. 

Other ideas being cons-idered include paying some large employers to train workers from other companies, especially those in linked supply chains. There is also a commitment to rationalise advisory services and schemes to give industry a "single doorway" into state-aided training programmes. 

1.  

Vietnam veteran battles with BBC and Capita over TV licence fee.

By Angela Jameson.
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CAPITA, the support services group that collects the congestion charge forKen Livingstone, the Mayor of London, has become embroiled in a High Courtbattle over the television licence fee.

The company, which has a ten-year contract to collect the fee, has beencited in a civil action that is being brought by a 60-year-old Vietnam warveteran against the Department of Culture, Media and Sport and the BBC.

Jean-Jacques Marmont, a Canadian disabled former soldier, who now lives inOxfordshire, claims that a tax to watch television is an infringement of hishuman rights.

"Article 10 of the European Convention and UK Human Rights Act says that Ihave a right to receive public information," he said.

"In times like these, it's vital for mine, and everybody else's, safety. Andyet I have to pay a tax to receive up-to-date news."

Mr Marmont included Capita in his writ because it collects the £116 licencefee on behalf of the BBC. Mr Marmont has not paid the fee since August 2002.

Capita declined to comment on the case, but a company insider said that itwas clear from Mr Marmont's argument that his problem was with the conceptof the television licence fee, rather than with the process of collectingit.

However, details of the writ show that Mr Marmont is claiming specificallyagainst Capita for its debt-collection tactics. He claims that Capita'sactions towards him and others in general violate the MaliciousCommunications Act and the Protection from Harassment Act.

In a statement, the BBC said: "The focus of the case appears to be with theGovernment's policy of using a fee to fund the BBC and the way in which theBBC administers this policy. In the BBC's view, the legislation, policy andimplementation is entirely consistent with the Human Rights Act."

Capita is no stranger to controversy having been lambasted last summer whenthe Criminal Records Bureau (CRB), which it runs under a Public PrivatePartnership, descended into chaos after the rules were changed over vettingprocedures for people who work with children.

Many schools were unable to open at the beginning of the autumn term becausenew teachers had not received clearance from the CRB.

Capita also administered Individual Learning Accounts, a scheme that had tobe closed because it was being defrauded.

(c) Times Newspapers Ltd, 2003.
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The Department for Educ-ation was guilty of "serious maladministration" over the multi-million pound individual learning accounts fraud, the parliamentary ombudsman has found. 

In a damning report finding in favour of two sample complainants left out of pocket by the fiasco, Ann Abraham, the ombudsman, said the scheme had been open to misuse and fraud. 

The government has now agreed to pay compensation totalling an estimated six figures to affected students and learning providers. 

The department and Capita, the listed service provider, had "failed to work effectively to ensure the security of the scheme", said the ombudsman. Officials also failed to deal with a backlog of applications after the scheme was closed, adding to the eventual bill for compensation. 

The report is the latest attack on the government's handling of the computerised system - offering cash or vouchers for adult training - that was closed in November 2001. An MPs' report earlier this month suggested fraud and abuse of the scheme would cost taxpayers almost £100m. 

Compensation to genuine users of the scheme will add many thousands of pounds to that bill, today's report suggests. The ombudsman found in favour of a typical student complainant, who had been unable to get a discount for his training scheme because his learning account had been used by a fraudster. 

Ms Abraham found the system allowed users, once logged on, to use "continuous trial and error" to access live accounts with funds available. This was probably how the student's account had been emptied without his knowledge. 

The department yesterday said it fully accepted the ombudsman's report. The delivery of individual learning accounts fell a "long way short of the standards that the public has a right to expect", said officials. "It was unacceptable and the department is in no doubt that serious mistakes were made and hard lessons are being learned." 
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COMMENT - Where did all the money go? - The Government is spending muchmore on education and yet schools are threatening to sack teachers forlack of funds. Why?

CHARLES CLARKE spurned an invitation to the conference of the NationalUnion of Teachers because the Education Secretary, big boy though hemight be, did not see why he should expose himself to the treatmentmeted out to his predecessors by the most militant of the teachingunions. He was mindful perhaps of the occasion when David Blunkett,pursued by an angry mob, had to be bundled into a cupboard.

My first thought was that Mr Clarke had made a very wise decision. NowI'm not quite so sure. A dark cupboard might have been the ideal placeto try to figure his way through the 'funding fiasco' which has incitedthe NUT to brandish another threat of strike action, spreadbewilderment among parents and left bemused voters to wonder whatexactly they are getting from the tax increases which bit on them thisvery month.

How can it be that the Chancellor is taking more in tax while schoolsare saying they will have to sack teachers for lack of cash? Consciousas it is of the drum of the public's impatient fingers for delivery,this is not a question that the Government wants the voters to beasking. Still less do Ministers want the public to be drawn to theanswer that it must be because they are squandering the money.

That is precisely the conclusion suggested by headlines shouting that£500 million, enough cash to employ 20,000 teachers, has gone missingfrom school budgets. How do you lose £500m? Even the late John PaulGetty might have noticed if he had misplaced half a billion quid. Themoney is not actually lost. According to Mr Clarke, the localauthorities who are the conduits of cash to schools have stuffed thissmall fortune under their mattresses.

Either they haven't released it to schools or they are spending it onsomething else. The Education Secretary says he will be sending a stern'explain your behaviour' note to every town hall in England demandingto know what they have been up to. He will then publish the names ofthe miscreants once the local elections are safely out of the way.

MR CLARKE has the battered looks of a pugilist and a political approachto match. He regards offence as the best form of defence. Not only didhe disdain the NUT, he went to the conference of its deadly and moremoderate rival, the NAS/UWT, to denounce the NUT for its 'annualantics'. That adds to Mr Clarke's reputation as a man who, according tohis old friend, Neil Kinnock, 'puts the bull into ebullient'.

All the same, the Education Secretary's explanation for this messdoesn't ring entirely false. Sometimes from high incompetence,sometimes from low cunning, councils of every political stripe havelong been known to raid one budget to fund another, reckoning thatcentral government will probably cop the blame for the consequences.

The local authorities also agree that the extra money for education hasnot been lost. They say that it never really existed in the firstplace. The Government misled them about how much they would be gettingand failed to allow for spiralling costs, even when they were of theGovernment's own making. The hike in National Insurance, designed topay for more spending on health, has increased the cost of employingteachers.

That explanation, too, doesn't sound wholly unlikely. This governmenthas form, lots of it, for writing promises that bounce. New Labour hasmade an especially bad habit of announcing big spending numbers whichshrivel into something much smaller when the money arrives.

Here we have a tangle that illustrates the wider dilemmas with whichMinisters are grappling. First, there is an announcement that vast sumswill be gushing into schools, raising expectations of massive,across-the-board improvements in performance. Ministers are desperateto prove to the public that this largesse is not wasted. On the otherhand, they are also wary of being called control-freaks. So localgovernment is still the pipeline for a great deal of funding.

The superficially simple way to avoid a repetition of this year's rowis to cut out the middlemen altogether by sending money direct fromWhitehall to schools, an idea that has been toyed with at Number 10 fora long time and to which Mr Clarke has menacingly alluded.

In Scotland, belying its reputation as the last redoubt of Old Labour,the Scottish Labour Party is being more Blairite about schools thanTony Blair has ever dared to be. Labour in Scotland is proposing that90 per cent of schools' budgets should be managed by heads - whichheads like - in return for the executive taking powers to purgeunderperforming heads - which heads are not quite so enthused about.

Scotland is, of course, different. One important difference is that itspopulation is much smaller than that of England. Cutting out localauthorities would mean the complete nationalisation of education. Everystate school would be a wholly owned subsidiary of Mr Clarke'sdepartment. Councillor Buggins may not always be strikingly competent,but then neither is Civil Servant Smuggins.

It was Whitehall that presided over the scandal of Individual LearningAccounts. Branded by the parliamentary ombudsman as a case of 'seriousmaladministration', almost £100 million went missing. And that moneyreally is lost. It has disappeared into the pockets of fraudsters.

That dreadful episode should increase the pressure on Ministers todemonstrate that taxpayers are getting value for money. Their answer isto link extra cash to demands for reform. The result is a multiplicityof funding streams for many different schemes. Individually, they maybe well intentioned. Put together, it becomes nightmarishly difficultto budget. Most people now agree that performance pay for talentedteachers is a good thing. But it has inevitably landed some schoolswith a substantially larger pay bill.

Employing classroom assistants to give teachers more time actually toteach is something else that just about everyone, except thepredictable NUT, seems to like. There's another billion tied up. TheStandards Fund is a great idea, until your school suddenly finds it isgetting less from that pot than it had anticipated.

On top of this, Ministers have changed the way in which the cash isdistributed. David Miliband, the Schools Minister, says that 'for everyschool that's struggling, there is another that's doing extremelywell'. But it is ever true in politics that the thanks of the winnersare always much more muffled than the anguish of the losers.

So complex is the funding formula that I'm doubtful whether even itsauthors fathomed all of its implications. Mr Miliband is supposed tohave a brain the size of a planet - or at least a chunky asteroid.Clever as he is, I wonder whether he can have done the maths.

ONE OF THE worst-hit areas of the country is his own. His constituencylies within the boundaries of South Tyneside Council which has seen itsschools budget reduced by more than a million pounds compared with lastyear. I suppose this does Ministers one favour. It can't be said thatthey have been manipulating funding to help themselves. Either MrMiliband is a spectacularly selfless politician to inflict this on hisown constituents - or he didn't see it coming.

Neither did his boss. We can safely say that Mr Clarke would not havewished this uproar on himself, especially not when his departmentalready has a record of conjuring up crises. Once hailed as thedelivery star of New Labour's first term, the Department for Educationhas become an accident black spot, most vividly demonstrated by theA-level marking saga which helped precipitate the resignation ofEstelle Morris.

Charles Clarke has acknowledged that the funding flap has been'destabilising and demoralising'. He says he will 'sort it'. He soundsbullish about getting things 'sorted'. He had better be as good atactually doing it.

Andrew Rawnsley will be live online to answer your questions onWednesday at 4pm.

Post your questions now - or email them to debate@observer.co.uk.
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As the £100m scandal of the individual learning accounts (ILA) schemecame in for further damning criticism last week, colleges said theywanted to see a better targeted programme to replace it. But they fearministers have gone cool on the whole idea.

The Department for Education and Skills, and Capita, the privatecompany that administered the scheme, were both severely criticised bythe parliamentary ombudsman, Ann Abraham. The department was guilty of"serious maladministration" in the setting up of the scheme, she found,while Capita had "failed to work effectively with the department toensure the security of the scheme", contributing to its closure.

Individual learning accounts, which people could use to pay fortraining or study courses, were set up in 2000 and proved extremelypopular, with more than a million people signing up. But trainingproviders were not restricted to colleges or firms with a track record,and fraud on a massive scale soon began, with unscrupulous peoplesiphoning off credits from learning accounts without the owners'knowledge.

Ministers said the scheme would be wound down in December 2001 onpolice advice, but the situation was so bad that it was withdrawn threeweeks before the deadline, leaving many respectable training firmsfacing ruin. One person has been jailed for nine months, 10 await courtappearances, 14 have been charged and 60 arrested in the investigationof the rip-offs.

The ombudsman considered complaints from a provider and a student fromamong several caught up in the fiasco. She stopped short of calling fora national compensation scheme for learning providers whose businesseswere affected by the closure of the scheme. Her findings follow areport by MPs earlier this month that blamed shortcuts and "naivete" atthe DfES for the failure.

John Brennan, director of further education development at theAssociation of Colleges, said the ILAs had a benefit in motivatinglearners and could be useful in providing help with fees and costs,such as transport and childcare, which would get new people intoeducation. "A new form of ILA would need to be targeted much moreeffectively than the original scheme, and it would have to be monitoredand quality-assured better, but the concept is one we support."

However, he added: "Early commit ments from ministers for a new schemedo not seem to have been reiterated with the same degree of fervour."

The department last week said it had not gone cold on the idea of arevived scheme. "We hope to have a successor scheme that will build onthe enthusiasm for learning that ILAs generated. Naturally we will havebetter safeguards built into the scheme."

The DfES apologised last week for the fiasco. "The department is alsocurrently seeking out learners and learning providers who have hadsimilar experiences to apologise and arrange similar redress. Overall,the delivery of ILAs fell a long way short of the standard the publichas a right to expect. It was unacceptable and the department is in nodoubt that serious mistakes were made and hard lessons are beinglearned."

Capita accepted that the company should have raised concerns sooner ata higher level in the department, but insisted the integrity of the ITsystem had been compromised by the department changing its policy at alate stage to allow unrecognised providers to come into the scheme. Apublic/private partnership could only work properly if there was aproper partnership with the company able to raise concerns at thehighest level, said a spokesman.

Capita recently landed a massive contract for the teachers' pensionscheme. Despite involvement in the widely criticised nursery vouchersscheme under the Conservative government, the company has won severaloutsourcing contracts under Labour, including the Criminal RecordsBureau, which last year ran into a political storm over delays invetting teachers.

Win some, lose some.
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Good news and bad news this month for Capita, the private outsourcingcompany that administered the fraud-hit scheme for individual learningaccounts in partnership with the Department for Education and Skills.Named company of the year in the Royal Bank of Scotland/Sunday Timesbusiness awards this month, Capita was last week on the receiving endof stinging criticism from the parliamentary ombudsman, Ann Abraham,who judged it had "failed to work effectively with the department toensure the security of the scheme". The business award was made "inrecognition of outstanding pedigree".

Further Education - Colleges seek new ILAs - Criticism puts ministersoff individual learning scheme.
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As the £100m scandal of the individual learning accounts (ILA) schemecame in for further damning criticism last week, colleges said theywanted to see a better targeted programme to replace it. But they fearministers have gone cool on the whole idea.

The Department for Education and Skills, and Capita, the privatecompany that administered the scheme, were both severely criticised bythe parliamentary ombudsman, Ann Abraham. The department was guilty of"serious maladministration" in the setting up of the scheme, she found,while Capita had "failed to work effectively with the department toensure the security of the scheme", contributing to its closure.

Individual learning accounts, which people could use to pay fortraining or study courses, were set up in 2000 and proved extremelypopular, with more than a million people signing up. But trainingproviders were not restricted to colleges or firms with a track record,and fraud on a massive scale soon began, with unscrupulous peoplesiphoning off credits from learning accounts without the owners'knowledge.

Ministers said the scheme would be wound down in December 2001 onpolice advice, but the situation was so bad that it was withdrawn threeweeks before the deadline, leaving many respectable training firmsfacing ruin. One person has been jailed for nine months, 10 await courtappearances, 14 have been charged and 60 arrested in the investigationof the rip-offs.

The ombudsman considered complaints from a provider and a student fromamong several caught up in the fiasco. She stopped short of calling fora national compensation scheme for learning providers whose businesseswere affected by the closure of the scheme. Her findings follow areport by MPs earlier this month that blamed shortcuts and "naivete" atthe DfES for the failure.

John Brennan, director of further education development at theAssociation of Colleges, said the ILAs had a benefit in motivatinglearners and could be useful in providing help with fees and costs,such as transport and childcare, which would get new people intoeducation. "A new form of ILA would need to be targeted much moreeffectively than the original scheme, and it would have to be monitoredand quality-assured better, but the concept is one we support."

However, he added: "Early commit ments from ministers for a new schemedo not seem to have been reiterated with the same degree of fervour."

The department last week said it had not gone cold on the idea of arevived scheme. "We hope to have a successor scheme that will build onthe enthusiasm for learning that ILAs generated. Naturally we will havebetter safeguards built into the scheme."

The DfES apologised last week for the fiasco. "The department is alsocurrently seeking out learners and learning providers who have hadsimilar experiences to apologise and arrange similar redress. Overall,the delivery of ILAs fell a long way short of the standard the publichas a right to expect. It was unacceptable and the department is in nodoubt that serious mistakes were made and hard lessons are beinglearned."

Capita accepted that the company should have raised concerns sooner ata higher level in the department, but insisted the integrity of the ITsystem had been compromised by the department changing its policy at alate stage to allow unrecognised providers to come into the scheme. Apublic/private partnership could only work properly if there was aproper partnership with the company able to raise concerns at thehighest level, said a spokesman.

Capita recently landed a massive contract for the teachers' pensionscheme. Despite involvement in the widely criticised nursery vouchersscheme under the Conservative government, the company has won severaloutsourcing contracts under Labour, including the Criminal RecordsBureau, which last year ran into a political storm over delays invetting teachers.
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Good news and bad news this month for Capita, the private outsourcingcompany that administered the fraud-hit scheme for individual learningaccounts in partnership with the Department for Education and Skills.Named company of the year in the Royal Bank of Scotland/Sunday Timesbusiness awards this month, Capita was last week on the receiving endof stinging criticism from the parliamentary ombudsman, Ann Abraham,who judged it had "failed to work effectively with the department toensure the security of the scheme". The business award was made "inrecognition of outstanding pedigree".

Hospitals don't respond to orders like armies do - Comment - Opinion.
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Tony Blair wants to end tyranny. Bang! Tony Blair wants to make theworld a safer place. Bang, crash! Tony Blair wants to deliver astep-change improvement in public services. Whizz, bang, crash, bang,thud!

Monday's descent of Mr Blair from the war-on-evil to the localgovernment elections was like Arnold Schwarzenegger attending a conkerfight in the school playground. He hit the conker but left dismemberedbodies all over the asphalt. Mr Blair declared three targets met andthreatened to exterminate the wretches running his schools andhospitals. He then raced to the nearest airport to commune on higherthings with Russia's Vladimir Putin. Two hours of British politics wereas much as he could stomach. As the old politician's maxim goes, "Homeis hell".

How Mr Blair must wish he could hand the NHS over to George Bush,Donald Rumsfeld, Tommy Franks and all those nice people who gave himsuch a good war. Why not put hospitals and schools, law and order,museums and galleries in the competent hands of the US Marines? Theyseem so much more macho than Mr Blair's moth-eaten Cabinet. Bring inthose Desert Rats of the public sector, Jarvis, Capita and Bechtelplc.

Tomorrow is the one day of the year when public and media attentionfocuses on Mr Blair's least favourite agency of public servicedelivery, locally elected councils. He simply cannot see the point ofthem. Local diversity, fiscal responsibility, community empowermentwere part of the mood music of his days in Opposition. Now he runs themost centralised government in the world. Why anyone should vote intomorrow's election and give credibility to this charade of localdemocracy is a mystery, I fear, that few will bother to resolve.

Last week, Charles Clarke, the Education Secretary, signalled that hemight run every school in England from Whitehall. Nigel Lawson pondereddoing that, but balked at removing the last substantive service still"owned" by local government.

As a test step down this route, Mr Clarke is blowing £1.9 million onthe engineering firm, Jarvis, for bizarre websites and seminars for 700"failing schools". He has money to burn. Had the Tories proposed such agratuity to the private sector, Labour backbenchers would have goneape.

Mr Clarke is in exalted company. His colleague, Alan Milburn, runsevery hospital in the land and has been stopped by Gordon Brown fromfreeing them from Whitehall's grasp. Another colleague, David Blunkett,has targets for every policeman. Another, John Prescott, has targetsfor every new housing estate.

Another, Alistair Darling, is meeting his targets for congestion byusing motorway hard shoulders - and to hell with rescue services. AsBill Shankly said of football, Mr Blair's targets are not a matter oflife and death, they are far more important than that.

The Prime Minister's irritation at dwindling public satisfaction forthe performance of his welfare state is palpable. He is a clone of hispatron saint, Margaret Thatcher, who wailed in 1987 "where is all themoney going?", and ordered her third restructuring of the NHS. Mr Blairis now a shameless privatiser. He has tried to get W. S. Atkins and nowJarvis to run schools, Capita to vet paedophiles and Metronet to runthe Tube. His attempt to improve the trains has led him from Railtrackto Network Rail to four layers of oversight and administration, costingthree times the subsidy to the old British Rail. Blair privatisationmakes old-style nationalisation seem like Liberty Hall.

What Mr Blair cannot accept is that it might be precisely his obsessionwith command and control that is causing the failure. Like many warleaders, he cannot understand why public services do not respond toorders. In most countries, this presidential superiority complex ischecked by legislatures and constitutions.

George Bush would not dream of abolishing the New York School Board orsending in civil engineers to run San Francisco. In Britain there areno such checks. Mr Blair can do what he likes, and does.

Yet the system does not respond. Management theory has long held thatbig bureaucracies are seldom beautiful. Mr Blair's rule by target, nameand shame makes any organisation inflexible to individual or localneed. Mr Clarke yesterday named and shamed councils he regards asresponsible for his "loss" of £500 million in grants to schools. Yetthe reason for his embarrassment is the replacing of the old blockgrants to councils by Treasury micro-management.

Seeking to deprive local councils of financial discretion, heintroduced a fiendish capitation formula, enhanced with a battery ofring-fenced initiatives.

School budgets went haywire and councils happily blamed Mr Clarke.

Last year the Government staged a comprehensive performance assessmentof these councils, to award the 22 best "earned autonomy". It proved acharade. Instead two of the best had their much-prized educationbudgets fixed by edict in Whitehall and all have had them suborned. Aschool near me has asked parents to help to pay teacher salaries. Thisis London, not Baghdad.

In a recent letter to The Times, a teacher, Pat Young, reported amissive she had received from Mr Clarke. It thanked her for her"contribution to education" and wished her "a long and happyretirement". Mrs Young in fact retired three years ago. Thanks from adysfunctional computer are meaningless enough. More significant is thatMr Clarke thought it his duty to address individual teachers directfrom Whitehall, when the appropriate thanks would have been from thechildren, parents and neighbourhood to which she was accountable.

This is the Mr Clarke who, on radio last week, suggested that he wasbetter qualified to run England's schools than elected councils. His isthe department which two years ago lost hundreds of millions of poundson "individual learning accounts" for further education. It is thedepartment that thought it could vet local teachers for paedophilia,leaving classes empty on the first day of term. It thought it couldreform A-level marking, as a result of which pupils must this weekbegin the Government's obsessive exam regime in April as opposed toJune.

What conceivable competence test has Mr Clarke's department passed thatranks it above the London Borough of Hackney on a bad day? Such is thearrogance of central government.

Nothing handicaps reform of public services more than a belief thatthey are best run from above. Mr Blair and his Chancellor have let athousand targets bloom, and pegged ten thousand grants to them. Notsurprisingly schools, hospitals and police forces are working totarget, not to their local public. The cost in money and skewedpriorities is huge. Policemen were ordered back "on the beat" butrefused to walk alone, thus doubling the cost.

Quantified targets satisfy ministers, but they do not in themselvesrebuild morale among teachers, nurses, parents or patients. Everysurvey suggests that this depends on local people being able to claimsome ownership over the service.

Schools, colleges, hospitals and police stations are not like shops andgarages.

They are part of the emotional architecture of a community. People mustfeel that they can choose them and raise taxes to pay for what theychoose. If Mr Blair seizes them for the centre, people will shirk allpublic duty and retreat into their private lives.

A vigorous pamphlet, Citizen-consumers by Catherine Needham (forCatalyst), published this week, points to an alarming dichotomy in MrBlair's concept of a user of a public service. By treating users asconsumers and customers (a crib from Thatcherism) he forestalls "arobust and active participatory citizenship".

Miss Needham argues that responsibility for local institutions iscrucial to a community's self-respect. Stop it happening and you gettoday's democratic lethargy, a culture of name, shame, blame andlitigation.

Given the money Britain spends on public services, they ought to besensational.

They are not. But then no state on Earth tries to run an entire welfarestate without relying on a devolved and empowered local government.Lenin tried, and it did not work. It is not attempted in America,France, Germany, Spain, Russia.

There is no evidence anywhere that the central control of localservices yields efficiency or public contentment. Yet Mr Blair and hisCabinet soldier on, confident that he who rules must surely win.

sjenkins@thetimes.co.uk

(c) Times Newspapers Ltd, 2003.
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An investigation has been launched into a fraud which it is thoughtmight have led to almost £6m of public money being siphoned from ascheme aimed at providing training for adults, police said yesterday.

Detectives from Cleveland police have begun Operation Anaconda - whichcould last as long as three years - to look into abuse of theindividual learning accounts (ILAs) across the country.

ILAs were set up by the government in 2000. They were open to everyoneover 19, with each person registered on the scheme allocated up to £200towards the cost of a training scheme.

It was suspended at the end of 2001 amid allegations of widespreadabuse. The Department for Education and Skills made complaints about anumber of organisations in the Cleveland police area, including onelearning provider which had about 100,000 clients on its books.

The force has assembled a seven-member investigation team, and hasalready compiled two rooms full of documents.

Detective Sergeant Phil Murphy said yesterday:"This is a wide-rangingand extremely complex inquiry and we believe it is the biggest fraudinvestigation ever carried out in the north.

"We suspect at least £5.8m of government funding has gone missing. Weare working with the official receiver, the Department of Trade andIndustry, various accountancy firms, a forensic accountant, andexamination and accreditation boards.

"The ILA system was wide open to unscrupulous and dishonest trainingproviders who developed many different methods to defraud millions fromthe public purse."

Last November, David Normington, the civil servant in charge of ILAs,told MPs on the Commons' public accounts committee he was "ashamed" ofthe scheme.

Press Association.
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An arm of defence and shipping company Vosper Thorneycroft is to becomethe first private contractor to take over a successful local educationauthority.

It was announced last night that VT Education, part of VT Group, hasagreed a £100m, seven-year deal with Surrey county council to run ajoint venture company aiming to win contracts from failing LEAs.

Surrey will have a 20% stake in the joint venture company, to be namedFour S, which will be operating from this September if, as expected,the county council gives final approval this summer.

The authority's 250 staff will be transferred to the private company onexisting terms.

Until now only struggling local education authorities have brought inprivate companies, either voluntarily or under the direction of theeducation secretary. The government changed the law last year to enablegood LEAs to bring in outside firms.

"This is a different model - we are not chasing failing LEAs on ourown," Paul Lester, VT Group's chief executive told the Guardian lastnight.

"They are a successful LEA by any measure. I think we can go out andimprove their performance but also offer that service to others. It's£100m over seven years. If we are able to catch some other LEAs wecould double or treble our size over that period of time."

VT Education is already an £80m-a-year business, providing careersservice advice through the Connexions scheme and runs around 15,000modern apprenticeships schemes a year.

The rest of VT Group's £600m business comes from services for themilitary world wide and - around 30% - from shipbuilding.

Doug McAvoy, general secretary of the National Union of Teachers, said:"The difficulty with all of these contracts is that the companiesinvolved are doing it to make a profit. That means that money is comingout of the education of children. It would be far better if localauthorities with good provision were able to provide admin and supportto authorities in need."

* An investigation has been launched into alleged fraud which it isthought might have led to almost £6m of public money being siphonedfrom individual learning accounts (ILAs), a scheme aimed at providingtraining for adults, police said yesterday.
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Weekend - Education - Better late than never Liz Lightfoot pulls on herplumbing overalls and discovers that age is no barrier to acquiring anew skill.

It's a long time since I was at college and I felt quite nervousnegotiating my way through the throng of students. After a briefintroduction, the tutor handed me a name badge, a long piece of copperwire and some cutters.

There were only three others on the course, one of thousands of freesessions being offered in colleges throughout England to tempt adultsback into education.

I had chosen plumbing for reasons I need not explain to anyone who hastried to track down a practitioner of the trade at his second home inSpain or Florida.

But, while no one could doubt the usefulness of learning aboutplumbing, the questions in my mind were was it possible to learn enoughat an evening class to become proficient and would I be any good atit?

The Government, of course, is committed to "lifelong learning" andwants more people to go back to college, either to improve theiremployability or simply to expand their interests. The debacle over theindividual learning accounts, which became an easy target forfraudsters, set back the programme. These taster courses, called BiteSize Intros, are an attempt to regain the momentum.

Lasting between one and three hours, the lessons were first run oversix weeks last year. According to the Learning and Skills Council,which co-ordinated them, they were a success, attracting more than50,000 people, a quarter of whom were new learners. A quarter tookfurther courses.

From now on, the intros will be running all year, with the mainpublicity drive coinciding with Adult Learners week, which starts onMonday.

The courses are all to be found on one website (www.bitesize

intros.info), which I found easy to use. I selected broad subjectareas, entered my preferred dates, my postcode and the distance I wasprepared to travel, and a long list of options came up.

I was tempted by an offer to learn football's offside rule in 90minutes - although I suspect it would have taken longer - but thecollege was difficult for me to get to. Learning to juggle was anotherpossibility, but it was unlikely to do anything but turn me into ashow-off at children's parties.

I had planned to attend the City Lit College in central London tosample its "quick vocal improvement" taster for the longer courses itruns to help people control their voices when called on to speak inpublic, but had to miss it through pressure of work.

Rebecca Grant, a marketing manager who did get there, told meafterwards it had been very useful and was attended mainly by teacherswho wanted to learn how to use their voices more effectively.

Most of the two hours was spent exercising the body to improve postureand give the diaphragm more room. "At the end, I was speaking louderand my posture was straighter," says Rebecca. She planned to enrol forthe 13-week course run by a speech and drama teacher.

Finally, I chose plumbing for beginners at Crawley College in WestSussex, one of the biggest further education colleges in theSouth-East. The course was taught by Gerry Papworth, a qualifiedplumber who is the head of the college's construction servicesdepartment.

After he had checked that we all knew that 1,000 millimetres made ametre and that water was carried in copper pipes, he let us loose onthe tools. We were to make a configuration of piping that would betested to check that it could withstand the pressure of five tons ofwater.

Cutting the pipe was straightforward, but bending it more complicated.I struggled to control the heavy pipe benders, but eventually becamequite proficient. Fitting compression Ts was fiddly, but the soldering,which I had dreaded, was quite easy because the solder was alreadyinside the pipe and just needed heating.

One of my fellow students was Jamie Hansborne, 16, whose mother hadbooked him on three courses to help him choose a career. He was tryingbricklaying and carpentry as well.

Both the others - Peter Barlow, an electronic engineer, and PeterBurlace, an IT consultant - had been hit by the collapse of internetcompanies and were looking for a new skill. They enjoyed the intro andwould consider taking it further, although they could see there was alot to learn.

My piping passed its test and I concluded that plumbing was reasonablystraightforward once you had the right tools. It was not the basic DIYI had expected, but I now know what it would take to tackle a heatingsystem.

To be competent, though, and to satisfy home insurers if things gowrong, you would need to study for two years full time or four atevening classes. So, much as I would love to be free of the need tocurtsy to plumbers, I will not be buying the steel-capped boots.

For more information, see

www.bitesizeintros.infoor call 0800 032 6300.
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HEADMISTRESSES know the score. One of them was asked why her school, ina southern city, could deliver better value for less money than thefamous boys' school down the road. "Quite simple," she said. "Theybudget. We housekeep." Perhaps Charles Clarke, now in the seat oflearning at the Department of Education, should consult a suitableheadmistress. She might help us all to understand how he and theChancellor budget for our schools and where the money goes. Anyone elsewho is not confused by this cannot be trying very hard.

Education (education, education) has been at the top of thisGovernment's list of priorities since it took office. For long it hasbeen one of the three big spending departments of state. A chancellorwho has let public spending grow twice as fast as the economy haspromised an extra £5 billion a year for education. He dealt faithfullywith it, or seemed to, in his Budget.

Barely a month later, the money seems to have melted away. Schools arecomplaining that their new budgets leave them worse off. Mr Clarkeblames the local education authorities, which, he says, are sitting on£500m. The LEAs deny it. Headmasters make our flesh creep bythreatening to put their schools on to a four-day week. Is this justthe Beggar's Sore Gambit, so familiar in the public sector, by whichthe spending departments try to shame their paymasters into putting upeven more money? Do some of these promises represent double counting,or money that never gets through to the schools? We are talking about a£38 billion budget, so it would be nice to know.

Nicholas Seaton is a Yorkshire businessman who was provoked into askingthese questions two decades ago, when his local grammar schools cameunder threat, and has been at it ever since. Now he has written a paperon them for Reform, the think-tank, and can lead us through the numberslike Virgil guiding Dante through the Inferno. They are full ofacronyms (Essa is an education standard spending assessment) but theyshow money trickling down from Whitehall through the LEAs, with varioustributaries and distributaries, until it reaches the individualschools' budgets. The catch is, Mr Seaton says, that the schools getwhat is left over after the administrators further up the stream haveslaked their thirst.

The Department itself is home to 4,000 of them. Then comes Ofsted,which monitors standards, and the Qualifications and CurriculumAuthority and the National College for School Leadership, and so on. Atthe next level down come the LEAs - 150 of them, employing as many as750 people each, quite apart from those who work in the schools.

National Insurance is Gordon Brown's tax on employment, and lets himtakes back with one hand what he gives with the other. The schools mustprovide for it and, of course, for the latest round of pay settlementsand pension funding. No wonder that they complain of poverty in themidst of apparent plenty, and have to economise on chalk. They willsearch in vain for a chalk initiative with its own pot of moneyattached.

Announcing initiatives of this kind is just what ministers like. Theywere unlucky with Individual Learning Accounts, which taughtindividuals to use their initiative by taking the money and vanishing.Undeterred, on a single day six months ago, they came up with five more- for buildings, music, excellence clusters, and standards (a grant anda fund.) Coming shortly: behaviour plans. The schools may suspect thatsome of this spending has been announced several times over, as is theChancellor's style - but even if the extra money for fosteringcreativity through federations turns out to be new and genuine, it isunlikely to meet the needs of the moment. All these funds areearmarked, and some will be time-locked. Only a truly creative schoolcould succeed in using them to pay for chalk.

It might try to register itself as a non-governmental organisation, orpressure group. The Department gives money to more than a thousand ofthese, and can somehow find £52,000 a year for the Woodcraft Folk, whowant to build a world based on equality, peace, social justice andco-operation. Education, too, we must hope. If this budget were studiedin schools, it could prove to be educational.

Advanced mathematicians would follow the movement of money ( £1 billionor more) between the Department and two European Union funds, and tryto work out which way it is going and where it finishes up. GCSE levelpupils would be set an easier task. They would be asked to divide theeducation budget by the number of children of school age, includingthose in independent schools.

They would then find that if the money were credited to the parents, itwould amount to £5,000 for each child. The parents could pay this£5,000 to the school of their choice. The schools would then have todecide how their income could be most effectively used - and inparticular, how much they needed to spend on back-up services, localand national, and on subscriptions to the Woodcraft Folk. The very ideamust set frissons of horror running through the educationalbureaucracy. Think what a headmistress might do in pursuit of the sealof good housekeeping! Why, she might deliver better value for lessmoney.

Jobs & Money - Training - British agents with a licence to skill - Inan effort to cut through the red ...
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Jobs & Money - Training - British agents with a licence to skill - Inan effort to cut through the red tape and boost productivity in the UKthe government has unveiled yet another initiative. But will it work?asks Colin Cottell.

The Labour government has spent the past six years inventing and thenscrapping one training scheme after another. Training and EnterpriseCouncils, discredited as wasteful bureaucracies, and most industrialtraining boards have fallen by the organisational wayside. Then therewere Individual Learning Accounts - ostensibly a way for individuals topay for acquiring extra skills using government cash, but in reality anopen invitation to defraud the state.

Why has Labour struggled to piece together a coherent strategy sincetaking office? It's not as if the politicians failed to understand thefundamental problem. As Tony Blair put it in November 1991: "Britainhas a poor track record in this area. Policy in the past has led to toomany small initiatives, a lack of clarity which confuses employers andemployees alike, and too much institutional tinkering."

Yet the successor to TECs - the impressive-sounding National TrainingOrganisations (NTOs), covering such disparate activities as ceramics,publishing and early years childcare - are now biting the dust.

NTOs were designed to give the chaotic structure for skills training inthe UK coherence. An NTO for each industry was the dream. Only then,ministers said, could the UK close the productivity gap with France,Germany and the US. But soon they will be history. Apparently they werea flawed design.

What we need in their place is training organisations that cover largerareas of the industrial and commercial landscape, ministers said. Hencethe arrival of sector skills councils (SSCs), which have been hailed asthe final answer to the UK's skill shortages. Last month, the first twoSSCs gained their full licences. Charles Clarke, the Secretary of Statefor Education said: "The stakes couldn't be higher," at the launch ofe-skills UK, the skills council for the IT, telecoms and call centreindustries.

Outside Whitehall, critics are sharpening their knives, asking if wewill look back and see the moment SSCs arrived as a turning point, orjust another initiative that failed to live up to its billing.Certainly, nobody could accuse SSCs of lacking ambition.

Christopher Duff, chief executive of the Sector Skills DevelopmentAgency, the body responsible for developing the SSC network, says: "Itgoes right to the heart of the productivity agenda. Enhanced skills,changed work place practices, investment in plant and machinery.Together these three things will raise productivity.

"The key point is that the level of employer commitment, the seniorityof staff involvement and the quality of organisation is a step-changefrom anything we have seen before," he says.

Having around 23 SSCs rather than 73 NTOs, and a budget of £40m ratherthan £8m, will give employers a more powerful voice in their dealingswith the government, and will ensure that qualifications focus onemployers' needs, he says.

Norman Mackel, chairman of the education and training committee at theFederation of Small Businesses agrees there needs to be a rethink.Business needs training to be both flexible and convenient, he says.Too many employers have had bad training experiences.

There is a big divide between educators, who are driven byqualifications, and small business. "Business is only interested inchanging behaviour in order to improve performance, produc tivity andprofitability. They are two different agendas," he says. So can SSCsdeliver? "They are saying all the right things+ but the amount ofinvolvement is minimal really."

Mr Mackel says that the old levy system had a lot going for it. "Youcould claim back anything you spent on training. It meant you didinvest in training." However, bringing back a levy system is unlikely,says Mark Spilsbury, managing director of Spilsbury Research who hasworked as a consultant with several NTOs: "Politically speaking it isjust not going to happen."

Martin Jones, from the University of Aberystwyth agrees that somethinghad to be done about failing NTOs, and supports the sectoral approach.However, he retains doubts about whether SSCs can succeed. "Do theyhave the mechanisms to influence and regulate the actions ofemployers?" he asks. "It's all carrots without sticks."

And unlike, say, in Germany, effective training is undermined byBritish employers' tendency to compete rather than to collaborate."There is a need to change the philosophy. The culture of trainingneeds to be changed," says Mr Jones.

Indeed, it is an open question, he continues, whether spending ontraining by UK employers has risen at all since 1988 when the theperiod of voluntarism began. "The latest reliable figure is £14.4bn in1987/88," he says. "Compare that with the official £24bn used by theCBI, and allowing for inflation it is questionable whether it hasactually gone up."

Professor Lorna Unwin, from the Faculty of the Social Sciences at theUniversity of Leicester, says there is a danger that the changeoverfrom NTOs to SSCs could turn out to be nothing more than a "re-badgingexercise".

"I laugh at that," responds Karen Price, chief executive of e-skillsUK. "The boards have completely changed. We were a respected NTO, butwe have had to transform ourselves to get that licence."

Other observers say that the way disparate NTOs have been forced tocombine themselves into SSCs, with a "footprint" of at least 500,000workers, could lead to a number of "unholy alliances" made up ofindustries with little in common.

Take the SSC for manufacturing, says Ewart Keep of Warwick BusinessSchool. "Manufacturing is not a sector as such. A big question iswhether the SSCs will be able to create some form of sectoralidentity."

An allied danger is that bringing together a number of industries suchas gas and water, and electricity under one roof could lead to a lossof focus on each industry's specific needs, says Roy Feltham, chairmanof Gwinto, the Gas and Water Industry NTO. "The jury is out on this,"he says.

Ms Price accepts that each industry has its own unique needs, butargues that they share much in common too. "The chairs of the boardsmeet to ensure that we get cohesion where there is commonality," shesays. This has allowed them to set common objectives; attracting moreentrants, working with education, and reskilling the workforce.

SSCs will also have to wrestle with that peculiarly British phenomenon:the academic vocational divide, says Mr Feltham. This is widelyassociated with a mul titude of sins - from academic snobbery to toomany media studies graduates, and not enough bricklayers. "It isabsolutely key," he says.

Another major issue facing SSCs is to what extent they are going to bean arm of government and to what extent employer-led bodies, says MrKeep. "Look at it this way. They are licensed by an agency of thestate, and core funded by the state. Who is going to set the agenda?"he asks. For example, continues Mr Keep, DFES may wish to pushfoundation degrees, but a particular SSC may decide they are notsuitable. Unless SSCs are free to decide on issues such as this, "willemployers get involved in the long term?" he asks.

And will they? "The history of employer involvement isn't wonderful.There is no reason to suggest that they have any more reason to getinvolved with SSCs than NTOs," says Professor Unwin.

None of this is likely to come as any surprise to Joanne Butcher, chiefexecutive of the publishing NTO, whose employers decided not to go downthe SSC route. The government told us "the publishing industry wasn'tof sufficient size or strategic significance to warrant its own SSC,"explains Ms Butcher.

So rather than trying to create alliances with other industries, theNTO is to close at the end of May. History suggests that ultimately thegreatest challenge facing SSCs will be to ensure that they don't go thesame way.
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Learning the hard way - Is education under Labour better than ever? Andif so, why is Charles Clarke facing a summer of crisis and possiblerebellion by teachers and parents? Will Woodward looks at thegovernment's record and assesses the education secretary's biggestchallenges.

By the reception desk at the Department for Education and Skills is awidescreen television on which every few seconds flashes another of thegovernment's achievements. "Did you know? The Sure Start budget hasrisen to £1.5bn ... Did you know? The quality of early education hasimproved markedly ... Did you know? Education spending in England willrise by £12.8bn ... we are determined to make a difference." There issomething about class sizes too (down), and GCSE results (improved) -all in about a minute.

As government propaganda goes, this screen is fairly tame stuff. A lotof its content is absolute fact.

Yet in recent weeks - as heads tear into ministers over budget cuts, asthe country's largest teaching union plans a boycott of national testsand finds its relations with a Labour education secretary at anall-time low, as once-loyal MPs threaten to vote against the governmentover university funding and the Tories make an audacious and quiteprobably effective pitch for the student vote by promising to scraptuition fees - its relentlessly upbeat message has carried just thefaintest echo of Mohammed Saeed al-Sahaf, the dear-departed Iraqiminister of information, who really knew what it was like to keep onsmiling while all crashed around him.

To an arguably greater extent than it has ever been since 1997, Labouris in trouble, trouble, trouble over its number one priority, more soeven than the unhappy coincidence of blunders, policy errors and badluck over A-levels and teachers' criminal records that helped topersuade Estelle Morris to resign last year. The headlines are lesslurid this time but the impact is potentially more serious for thegovernment. Education is political again in a problematic,vote-threatening way.

The Guardian's ICM poll in March showed that alone among the publicservices, more people believe education is getting better than thosewho believe it is getting worse (improved: 27%, worse: 25%, same 34%);among Labour voters, there is a decisive 29-point advantage. Yet thusfar it's possible to identify three key battlegrounds that ministersneed to win if they are to maintain Labour's poll lead: top-up fees,school funding, and a more amorphous but nevertheless critical debateabout targets, testing and the autonomy of teachers. Last week thefirst two dominated; this week is likely to be about the third.

Despite being well and truly raked over in the past couple of months,the impact of the school funding row is dif ficult to measure. DavidChaytor, the independently-minded Labour MP for Bury North, thinks itis more bark than bite, fuelled by the change in funding formula thathas shifted a share of the money from the south to the north.

"Parts of the country like mine are sitting quietly because we have hada better settlement this year than we have had for 13 years. Becausethe media in Britain is determined by what happens in the south-east... there is a gross distortion of the reality outside becauseeverything is distilled through the Hertfordshires and theBedfordshires," Chaytor says. Those heads who complain about having touse their reserves to balance their budgets this year seem not torealise that schools in his constituency have been running deficits foryears.

On the other hand, the row over budgets - first brought to you on thesepages - was not media-led, or even union-led. In fact it took both ofthose sectors by surprise. Instead, by and large, it emerged from headsbeing surprised at how poorly they were doing in their budgets,initially thinking it was just them, then talking to colleagues, andrealising it wasn't just their area either.

What's dangerous about this dispute is the sense that they have beenconned: that schools were expecting to be quids in this year in thewake of the chancellor's announcements last July, and find out theyaren't. Neither is it confined to the south-east, as virtually anyonein, say, east Yorkshire would tell you. The anger at the NationalAssociation of Head Teachers' conference in York was no manufacturedbank holiday rumble but real and visceral, a grass-roots rebellion. The"solution" unveiled by Charles Clarke last week is not going to assuagethe anger and when teacher redundancies bite it may even increase.

Fail to solve this and the education secretary could lose the public'sbacking in his fight to the finish with the National Union of Teachersover reforms of the teacher workload. The NUT was painted as isolatedwhen the education secretary linked arms with other union chiefs as theworkload agreement was signed, freeing up preparation time for teachersand giving greater responsibility to classroom assistants. But if thereain't the money, it ain't going to work - and the nightmare scenariospredicted by the union could be realised. "It does run the risk thatcash-strapped schools will actually hand over the teaching to peoplewho aren't qualified. The NUT has a lot of members in primary schoolsand has been alive to that," says Alan Smithers, professor of educationat Liverpool University.

Similarly, ministers would be wrong to write off the NUT's threatenedboycott of national tests as militant grandstanding. There is, Chaytorsuggests, a groundswell of discontent about testing and league tablesthat extends to parents. Schools minister Stephen Twigg's letter toprimary heads earlier this year, effectively telling them to buck theirideas up, was coolly received, to say the least. The government failedto reach its first-term targets for national tests last year, yet isnow demanding that schools improve twice as fast in 2004.

"I have a very real concern that the innovation and reform that we needto see in our schools may be inhibited by an overconcentration ontargets," warned David Bell, the chief inspector of schools, nolily-livered liberal, earlier this year. Today Clarke will launch a newstrategy for primary schools which, it appears, will knock some of thesharp edges off the tests for seven-year-olds, though he won't do whatthe NUT and the heads want and scrap them altogether.

Last but not least - and it's been a while since we needed to say this- there is a Tory policy to worry about. The Conservatives' promise toscrap tuition fees may have been costed by the Institute of the Back ofthe Envelope, it may be opportunistic, and it may wind upvice-chancellors. But it is potentially an electoral masterstroke.There are those who regard Charles Clarke's decision to introducetop-up fees as Labour's version of the congestion charge - a bravesolution to a problem that would only get bigger the longer it wasleft. The Conservatives will try to turn it into Labour's poll tax - adeeply unpopular tax that plays appallingly with the voters andprovokes a serious backbench rebellion.

The obsession with the debate on fees neglects many other issues leftunresolved in January's higher education white paper, which is fastlosing its lustre; the role and status of universities outside the topfive, the powers of the regulator, the seriousness of the commitment tothe government's 50% participation target, and just how on earth arethese promised student surveys of university departments going to work?But the Tories won't mind that.

Chaytor thinks what happened last week improves the chances of thetop-up fee package passing safely through parliament. "It willconcentrate a lot of people's minds. It illustrates that taxpayerssubsidising university grad uates is a right-wing policy. The Torieshave helped the government by putting clear blue water between us andthem. They have pulled back a lot of the waverers on to our side."

Ian Gibson, chairman of the Commons science and technology committeeand Clarke's fellow Norwich MP, makes the same point about clear bluewater but draws a different lesson. "Making people pay for theirchildren to go to university as against not paying - who's going towin? It would appear at ground level that the Tories have stolen someof our clothes that we inherited from previous Labour governments oneducation.

"I think there's a crescendo building up, through Iraq, through thefoundation hospitals, to a big rebellion on education ... they [MPs]have been through the education process and they will feel deeplyguilty if they inflict on the next generation conditions that theywould never have tolerated themselves and would have banned them fromuniversity. I hear more and more Labour MPs saying 'under this whitepaper I wouldn't have gone to university'. That's pretty significant."

Unlike his predecessor, Clarke is not one to walk away from a punch-upwhen there's the chance it could turn into a riot. Sometimes he'll seekone out - think of his assault on Chelsea chairman Ken Bates to getsome easy publicity for the government's Playing for Success scheme,for which he was duly rewarded with a double page at the back of theSun. Lately the education secretary has got cross with the Guardian,very cross indeed, over our coverage of reported remarks he made aboutmedievalism and universities - in sequence confirmed, clarified,denied, clarified and clarified again by his officials and him.Whatever, this is probably not (unlike Ken Bates) going to get muchpurchase as a conversational gambit down the Dog and Duck. For everyramped-up announcement - like last week's "most radical reform ofLondon schools since the second world war" - there are times when thedepartment feels more spinned against than spinning. The announcementthat it has reached Labour's manifesto pledge of 10,000 extra teachersgot little play in the media, partly because a minority are fullyqualified.

So next month the DfES will try to get on the front foot over itssecondary reform programme, which it identifies as the great projectfor the second term, the term which often feels as if it's allinitiatives and policyitis but is officially about delivery. Asministers acknowledge, delivering their vision of "tailor-made learningfor every child" is hard - harder still in a diffuse secondary systemthat a substantial middle-class minority subscribes out of. And theability of the DfES to achieve its side of the bargain is in question,exposed by last year's A-level debacle and perhaps above all thescandal of the fraudulent abuse of individual learning accounts, whichleft David Normington, the permanent secretary, "ashamed".

"Charles is very loyal to his staff, of course, but in his sleeplessnights he must wonder whether he's being given the 100% support that'srequired to deliver the agenda he wants to deliver," says Gibson.

"You have got a big department full of people with little or no directknowledge of schools, who have to prove themselves by showing how thegovernment can make a difference," says Smithers. "These bright youngmen - and they are young men in most cases - come up with ideas thatlook good on paper but they don't have a feel whether schools arecapable of achieving them. The plethora of initiatives with snappylabels leads to the impression that the government doesn't really knowwhat it's doing." This summer, as Labour's programme for the publicservices once again takes centre stage, it won't be just those takingexams who are put to the test.

Bare coffers, page 4
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Education - Learning the hard way - Is education under Labour betterthan ever? And if so, why is Charles Clarke facing a summer of crisisand possible rebellion by teachers and parents? Will Woodward looks atthe governments record and assesses the education secretarys biggestchallenges.

By the reception desk at the Department for Education and Skills is awidescreen television on which every few seconds flashes another of thegovernment's achievements. "Did you know? The Sure Start budget hasrisen to £1.5bn ... Did you know? The quality of early education hasimproved markedly ... Did you know? Education spending in England willrise by £12.8bn ... we are determined to make a difference." There issomething about class sizes too (down), and GCSE results (improved) -all in about a minute.

As government propaganda goes, this screen is fairly tame stuff. A lotof its content is absolute fact.

Yet in recent weeks - as heads tear into ministers over budget cuts, asthe country's largest teaching union plans a boycott of national testsand finds its relations with a Labour education secretary at anall-time low, as once-loyal MPs threaten to vote against the governmentover university funding and the Tories make an audacious and quiteprobably effective pitch for the student vote by promising to scraptuition fees - its relentlessly upbeat message has carried just thefaintest echo of Mohammed Saeed al-Sahaf, the dear-departed Iraqiminister of information, who really knew what it was like to keep onsmiling while all crashed around him.

To an arguably greater extent than it has ever been since 1997, Labouris in trouble, trouble, trouble over its number one priority, more soeven than the unhappy coincidence of blunders, policy errors and badluck over A-levels and teachers' criminal records that helped topersuade Estelle Morris to resign last year. The headlines are lesslurid this time but the impact is potentially more serious for thegovernment. Education is political again in a problematic,vote-threatening way.

The Guardian's ICM poll in March showed that alone among the publicservices, more people believe education is getting better than thosewho believe it is getting worse (improved: 27%, worse: 25%, same 34%);among Labour voters, there is a decisive 29-point advantage. Yet thusfar it's possible to identify three key battlegrounds that ministersneed to win if they are to maintain Labour's poll lead: top-up fees,school funding, and a more amorphous but nevertheless critical debateabout targets, testing and the autonomy of teachers. Last week thefirst two dominated; this week is likely to be about the third.

Despite being well and truly raked over in the past couple of months,the impact of the school funding row is dif ficult to measure. DavidChaytor, the independently-minded Labour MP for Bury North, thinks itis more bark than bite, fuelled by the change in funding formula thathas shifted a share of the money from the south to the north.

"Parts of the country like mine are sitting quietly because we have hada better settlement this year than we have had for 13 years. Becausethe media in Britain is determined by what happens in the south-east... there is a gross distortion of the reality outside becauseeverything is distilled through the Hertfordshires and theBedfordshires," Chaytor says. Those heads who complain about having touse their reserves to balance their budgets this year seem not torealise that schools in his constituency have been running deficits foryears.

On the other hand, the row over budgets - first brought to you on thesepages - was not media-led, or even union-led. In fact it took both ofthose sectors by surprise. Instead, by and large, it emerged from headsbeing surprised at how poorly they were doing in their budgets,initially thinking it was just them, then talking to colleagues, andrealising it wasn't just their area either.

What's dangerous about this dispute is the sense that they have beenconned: that schools were expecting to be quids in this year in thewake of the chancellor's announcements last July, and find out theyaren't. Neither is it confined to the south-east, as virtually anyonein, say, east Yorkshire would tell you. The anger at the NationalAssociation of Head Teachers' conference in York was no manufacturedbank holiday rumble but real and visceral, a grass-roots rebellion. The"solution" unveiled by Charles Clarke last week is not going to assuagethe anger and when teacher redundancies bite it may even increase.

Fail to solve this and the education secretary could lose the public'sbacking in his fight to the finish with the National Union of Teachersover reforms of the teacher workload. The NUT was painted as isolatedwhen the education secretary linked arms with other union chiefs as theworkload agreement was signed, freeing up preparation time for teachersand giving greater responsibility to classroom assistants. But if thereain't the money, it ain't going to work - and the nightmare scenariospredicted by the union could be realised. "It does run the risk thatcash-strapped schools will actually hand over the teaching to peoplewho aren't qualified. The NUT has a lot of members in primary schoolsand has been alive to that," says Alan Smithers, professor of educationat Liverpool University.

Similarly, ministers would be wrong to write off the NUT's threatenedboycott of national tests as militant grandstanding. There is, Chaytorsuggests, a groundswell of discontent about testing and league tablesthat extends to parents. Schools minister Stephen Twigg's letter toprimary heads earlier this year, effectively telling them to buck theirideas up, was coolly received, to say the least. The government failedto reach its first-term targets for national tests last year, yet isnow demanding that schools improve twice as fast in 2004.

"I have a very real concern that the innovation and reform that we needto see in our schools may be inhibited by an overconcentration ontargets," warned David Bell, the chief inspector of schools, nolily-livered liberal, earlier this year. Today Clarke will launch a newstrategy for primary schools which, it appears, will knock some of thesharp edges off the tests for seven-year-olds, though he won't do whatthe NUT and the heads want and scrap them altogether.

Last but not least - and it's been a while since we needed to say this- there is a Tory policy to worry about. The Conservatives' promise toscrap tuition fees may have been costed by the Institute of the Back ofthe Envelope, it may be opportunistic, and it may wind upvice-chancellors. But it is potentially an electoral masterstroke.There are those who regard Charles Clarke's decision to introducetop-up fees as Labour's version of the congestion charge - a bravesolution to a problem that would only get bigger the longer it wasleft. The Conservatives will try to turn it into Labour's poll tax - adeeply unpopular tax that plays appallingly with the voters andprovokes a serious backbench rebellion.

The obsession with the debate on fees neglects many other issues leftunresolved in January's higher education white paper, which is fastlosing its lustre; the role and status of universities outside the topfive, the powers of the regulator, the seriousness of the commitment tothe government's 50% participation target, and just how on earth arethese promised student surveys of university departments going to work?But the Tories won't mind that.

Chaytor thinks what happened last week improves the chances of thetop-up fee package passing safely through parliament. "It willconcentrate a lot of people's minds. It illustrates that taxpayerssubsidising university grad uates is a right-wing policy. The Torieshave helped the government by putting clear blue water between us andthem. They have pulled back a lot of the waverers on to our side."

Ian Gibson, chairman of the Commons science and technology committeeand Clarke's fellow Norwich MP, makes the same point about clear bluewater but draws a different lesson. "Making people pay for theirchildren to go to university as against not paying - who's going towin? It would appear at ground level that the Tories have stolen someof our clothes that we inherited from previous Labour governments oneducation.

"I think there's a crescendo building up, through Iraq, through thefoundation hospitals, to a big rebellion on education ... they [MPs]have been through the education process and they will feel deeplyguilty if they inflict on the next generation conditions that theywould never have tolerated themselves and would have banned them fromuniversity. I hear more and more Labour MPs saying 'under this whitepaper I wouldn't have gone to university'. That's pretty significant."

Unlike his predecessor, Clarke is not one to walk away from a punch-upwhen there's the chance it could turn into a riot. Sometimes he'll seekone out - think of his assault on Chelsea chairman Ken Bates to getsome easy publicity for the government's Playing for Success scheme,for which he was duly rewarded with a double page at the back of theSun. Lately the education secretary has got cross with the Guardian,very cross indeed, over our coverage of reported remarks he made aboutmedievalism and universities - in sequence confirmed, clarified,denied, clarified and clarified again by his officials and him.Whatever, this is probably not (unlike Ken Bates) going to get muchpurchase as a conversational gambit down the Dog and Duck. For everyramped-up announcement - like last week's "most radical reform ofLondon schools since the second world war" - there are times when thedepartment feels more spinned against than spinning. The announcementthat it has reached Labour's manifesto pledge of 10,000 extra teachersgot little play in the media, partly because a minority are fullyqualified.

So next month the DfES will try to get on the front foot over itssecondary reform programme, which it identifies as the great projectfor the second term, the term which often feels as if it's allinitiatives and policyitis but is officially about delivery. Asministers acknowledge, delivering their vision of "tailor-made learningfor every child" is hard - harder still in a diffuse secondary systemthat a substantial middle-class minority subscribes out of. And theability of the DfES to achieve its side of the bargain is in question,exposed by last year's A-level debacle and perhaps above all thescandal of the fraudulent abuse of individual learning accounts, whichleft David Normington, the permanent secretary, "ashamed".

"Charles is very loyal to his staff, of course, but in his sleeplessnights he must wonder whether he's being given the 100% support that'srequired to deliver the agenda he wants to deliver," says Gibson.

"You have got a big department full of people with little or no directknowledge of schools, who have to prove themselves by showing how thegovernment can make a difference," says Smithers. "These bright youngmen - and they are young men in most cases - come up with ideas thatlook good on paper but they don't have a feel whether schools arecapable of achieving them. The plethora of initiatives with snappylabels leads to the impression that the government doesn't really knowwhat it's doing." This summer, as Labour's programme for the publicservices once again takes centre stage, it won't be just those takingexams who are put to the test.
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Policy to come, page 55.
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The main reason why grassroots voters rarely hold local authorities toaccount is the cumulative effect of the knee-jerk centralisation PollyToynbee appears to be advocating in her call for direct funding ofschools (Clarke ought to hold his nose and dish out the cash, May 28).Why give local voters even less reason to vote?

There seems to be an underlying ideological assumption among theWhitehall West Wing wonks that central control, quangos or privatesector "involvement" are automatically more competent than localauthority management. Quite apart from the present school fundingdebacle, recent examples - passports, the criminal records bureau,individual learning accounts, the asylum system and tax credits - donot inspire confidence. Ministers would oversee a system lessresponsive to local need, creating new winners and losers while thefundamental over-complexity of local government and education financewould remain.

With the political will, it should be possible to reform and simplifythe bureaucratic mess that decades of piecemeal reform has made oflocal government finance without further undermining local democracy.

Dennis Reed

Local Government Information Unit.
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SIR - Charles Clarke has promised an improved two-year schools fundingsettlement next year (report, June 6). However, teaching redundanciesremain the reality this year, alongside teacher recruitmentadvertising.

Some schools have been plunged into crisis by a combination ofgovernment increases in national insurance, changes in fundingdistribution between and within local education authorities, fallingpupil numbers, government failure fully to fund its performance-relatedpay scheme, heavier demand on special educational needs budgets andchanges in the standards fund.

Behind the periodic Whitehall whispers about direct school funding isan ideological assumption that control by central government and itsagencies automatically means more competence than that exercised bylocal authorities. Quangos and privatisation also seem to be morefavoured than town halls. Apart from Whitehall's leading role in thecurrent schools debacle, the Criminal Records Bureau, the Child SupportAgency, the passport service, individual learning accounts, the asylumsystem and tax credits have not been the brightest beacons ofadministrative efficiency in recent years. Locally, some 150 different"fairer funding" formulas distribute the schools budget betweenindividual primary, secondary and special schools in each councilarea.

A national funding formula would be less responsive to the differentneeds of schools within each education authority area. Moreover, thefundamental overcomplexity of education finance would remain. Unlesseducation was afforded similar priority to the NHS, there would be newwinners and losers and more turbulence.

Leaving behind the distractions that governing by spin produces, itshould be possible to simplify the bureaucratic mess that decades ofpiecemeal tinkering has made of education finance without furtherundermining local democracy.

Dennis Reed

Chief Executive,

Local Government Information Unit

London WC1.
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TEACHERS ARE facing the prospect of more redundancies next year after asenior civil servant admitted yesterday there was no guarantee thissummer's school budget crisis would not be repeated.

David Normington, permanent secretary at the Department for Educationand Skills, failed to promise that schools would avoid deficits when heappeared before the all-party Education Select Committee. Hundreds ofteachers are likely to be made redundant this year after a £2.7bnnational increase in funding was eaten up by £2.45bn of extra costs,including pay rises and changes to national insurance and pensioncontributions.

Next year the increase will drop to £1.4bn, and MPs raised fears thatrising inflation and teachers' pay rises could even lead to a slightdecrease in real terms. Mr Normington said officials were working witheducation authorities to try to alter the funding formula to ensure noschool suffered next year.

Barry Sheerman, the committee chairman, warned that it was probably toolate to make significant changes for next year. "I do not think you canavoid turbulence without changing it [the formula]," he said. "But whatwe are saying is that we do not think you can change it ... If you werein a private company you might want to consider your position."

Mr Sheerman lambasted the Education Department's handling of thisyear's school budgets, and said it was the third incident in the pastyear to cast doubt on the department's competence. He cited the fiascoof Individual Learning Accounts, which resulted in the DfES being foundguilty of "serious maladministration" by the parliamentary ombudsmanafter fraud cost the taxpayer £100m, and the A-level grading scandal inwhich sixth-formers were awarded the wrong grades.

Mr Normington disputed the committee's figures suggesting a real-termscut in funding next year. "We can agree there is less going in nextyear but it is still an increase," he said.

He appeared to rule out a move to the direct funding of schools bycentral government, arguing that a local intermediary - such as a localauthority - would always be needed to reflect local circumstances. "Iam not saying it will be all right next year," he said. "I am sayingthat we cannot repeat the problems we have this year. We are discussinghow to change this formula so we do not have these problems again. Ifwe simply did what we did this year we could not guarantee there wouldnot be problems."

Mr Normington also admitted that ministers and officials knew lastautumn that there was not enough money in the system to protect allschools from deficits. "Before Christmas it was clear to us that thedemands in the system were quite significant and although there wasmore money than demands in the system there was not much headroomnationally," he said. "It felt much tighter than it should have done."

Even after Mr Normington and Charles Clarke, the Education Secretary,were confronted by angry teachers at the Secondary Heads Associationconference in March they still did not realise the scale of theproblem. Mr Normington admitted that officials had made mistakes. "Itake responsibility for it but we will say that we are not solelyresponsible," he said. "I think neither we nor ministers believed itwould have this impact on some schools ... Some schools have beenwinners, some have been losers. Overall we believed there was enoughmoney to cover all the demands."
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A disastrous flagship training programme which lost £100m in taxpayers' money to fraud and abuse is not to be revived as planned, the government will announce next week. 

The white paper on skills will confirm that Individual Learning Accounts are to be ditched despite repeated assurances from ministers that the schemes essential features would reappear in a "son of ILA". 

Instead, ministers plan to offer free training to all adults who have yet to reach the level expected of 16-year-olds, and extend a system of "adult learning grants" to help cover living costs. 

The new grant - an extension of the existing education maintainance allowance of £30 a week for 16 to 19-year-olds - will also cover some adults to study for the equivalent of A-levels. 

The ILAs were the worst state-funded education dis-aster in living memory. Despite enticing thousands of young people back into learning, they also attracted a horde of fraudsters and the scheme was suspended at the end of 2001. 

The key facets of ILAs - that they were open to all and offered discounts on courses - are to be swept away as ministers shy away from risking another fiasco. 

ILAs offered millions of adults access to discounts and cash through a computer system run by Capita, the big listed provider. 

Last year, ministers assured MPs that both the prime minister and the chancellor were "very keen" on the policy and concept of ILAs, and this year officials said "son of ILA" would be in the white paper. 

Ministers were accused of rushing in ILAs to meet a pre-1997 election pledge on adult learning. Introduced by David Blunkett, the then education secretary, they dogged Estelle Morris, his successor, before her resignation. 

David Normington, the permanent secretary at the Department for Education and Skills recently told MPs he was "ashamed" of the way ILAs had been managed. Capita called for reform of public-private partnerships in the wake of the affair. 

The white paper will also mark a significant medium-term victory for industry, which has lobbied the government hard to stop any inclusion in the white paper of a statutory right to time off for training. 

Under so-called Employer Training Pilots, companies are offered cash incentives for giving employees training at work. Industry had feared that a national roll-out of the policy would be accompanied by a legal right to time off. 

The white paper will focus on the needs of those with very low skills. As a result many courses may cost more for those with good qualifications. As a sweetener, pensioners may get a special allowance to allow them to learn free on leisure courses. 
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The government will this week use its white paper on training to lift the age cap on state-backed apprenticeship schemes in an effort to boost adult skills and compete with Britain's leading industrial competitors. 

Ministers, keen to close the gap in training, which has dogged the UK's industrial performance, will also want to see one in four people under 25 in a so-called "modern apprenticeship" by 2004. 

"The idea that apprenticeship is for young people will be brought to an end," said one senior official. "Within certain sectors we want industry to help us define adult apprenticeship and attract people back into training." 

The white paper will also announce the elevation of IT as a skill to be ranked alongside literacy and numeracy. "It will become the third basic skill. People will be able to access learning through widely available channels such as the online service, Learndirect," said the official. 

The white paper will de-fine the government's res-ponsibilities as closing basic skills gaps, while individuals and employers will largely be expected to contribute to training at higher levels. This may raise the price of some training courses. 

Ministers are aware that industry may find the white paper lacks any new big ideas or dramatic policy changes. "We are giving priority to making sense of what is there, and ensuring joined-up delivery," said the official. 

The decision to recognise IT as a basic skill will in some way compensate for the scrapping of Individual Learning Accounts, the disastrous training scheme dogged by abuse and fraud that was largely used to access computer training, although often by people with high-level skills. 

"We are very pleased that the government is giving skills a real push. The Learning and Skills Council will be the powerhouse of these reforms," said Bryan Sanderson, chairman of the LSC, the umbrella body for post-16 training and education. 

Mr Sanderson said that a vibrant apprenticeship programme would help to improve very poor intermediate skills levels in the UK where only 28 per cent had adequate training compared with 51 per cent in Germany and 65 per cent in France. 

To meet the basic skills needs of the workforce, ministers will announce a new entitlement for all adults of a Level Two qualification that is equivalent to five GCSEs at A*-C grades. 

But the government is also planning to back higher level training in certain sectors and regions where there is a special need. It is understood such schemes will be run through the new Sector Skills Councils. 

The LSC is to continue to trial Employer Training Pilots. These can offer companies compensation, or even incentives, for giving workers time off to train. The Treasury is impressed with the record of the early trials. 

But the threat of a statutory right to time off, as perceived by industry, has receded. "As far as we're concerned the threat is still there in the long term. The chancellor has said the voluntary approach has failed. We will have to see what happens over the next five years," said a national business representative. 
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The analysis of Britain's skills deficiencies is like a Chekhov play.Since Victorian days, when the world ran on British technology, we havebeen nervously involved in national introspection and horror at ourcompetitors' achievements; and like characters in the play we have saidendlessly: "Something must be done."

The tests of the government's skills strategy, due out tomorrow, willbe: "Is it fit for purpose?", "Will it make a difference?" and, "Doministers take it seriously?". If the answers to all three arepositive, then sceptical Conservatives could cheer; not least becausewe recognise that improvement will be a long, hard grind.

Radical educational change is feasible, and it has happened in the UK.Whereas in 1960 only 5% of young people went to university, by the1990s everything in higher education had changed. Participation is now43% in England. Ministers justify their 50% participation target byclaiming that 80% of future jobs will be at graduate level. OurConservative approach recognises that many students are damaged by debtand fear tuition fees. We also question whether the mix of courses isoptimal.

We wish to rebalance matters towards the "half our future" who are notin the frame for university. They, too, are highly diverse, rangingfrom "near-misses" at one end, through those - and we should admirethem for skills we lack - who are "good with their hands" or withpeople, on to those who are disaffected and see little future in schoolor subsequent development.

The skills strategy needs to cater for them as constructively andsensitively as higher education does for its share of the cohort.British post-compulsory education's real problem is not at graduate butat craftsman and technician level, where we score only half as manyqualified personnel as France and Germany. The CBI and TUC estimate theannual cost of this skills shortage at £10bn.

To tackle it, we need to open our eyes. For too many opinion-formers,skills are what other people's children do. For most of us an MAsignifies master of arts, not modern apprenticeship. To succeed, anational skills strategy must involve all players. Industry spends£23bn annually on training, almost three times the Learning and SkillsCouncil budget. Trades unions, through their learning representatives,are important. Yet the LSC reveals that in 2002, nearly a quarter ofcompanies reported a skills gap.

Many business people declare themselves dissatisfied with the productsof university or college and seem alienated from the process of skillsformation. The government has hardly helped confidence by itsextraordinary "hiatus politics" in replacing national trainingorganisations with sector skills councils, the individual learningaccounts fiasco, faltering modern apprenticeship enrolments andsometimes gratuitous ministerial attacks on FE colleges. Let us hope anew era is dawning, but it needs commitment and enough public resources to lever in outside funds.

The other main issue is the qualifications framework. Students areconsumers, too, selecting the product and its delivery mechanismagainst other opportunities, including higher education. Will schoolsand colleges be empowered to work together to meet student needs? Willthe offered courses appeal, and will they form a framework that can bebuilt through a career and is flexible enough to meet the needs ofstudents and particular employers?

We should spend less time on the theology of equivalence betweenvocational and general qualifications and more on ensuring their valuein their own right, and for future lifelong education and training.

Ministers always have a choice in bringing forward a strategy. Is it ina handy portmanteau of initiatives and activities valuable inthemselves but having little interaction? Or is it truly strategic anddirected towards the problems we have, including a skills gap - coupledwith lack of vocational relevance and student/ trainee motivation - andan overemphasis on graduates at the expense of those who seldom featureand whose potential is unrecognised?

Conservatives believe there are lessons from the industrialachievements of over a century ago. There is a need for strong graduateleadership, coupled with entrepreneurial flair; but we need also allsections of the labour force skilled and motivated to carry out theirresponsibilities and with confidence and pride in the job they aredoing.

Tim Boswell is shadow minister for education and skills and fordisabilities.
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Tim Boswell is shadow minister for education and skills and fordisabilities.
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Ministers have pulled back from a plan to offer all adults under 30free tuition to obtain vocational qualifications up to A-levelstandard, the Guardian has learned.

The government will today publish a white paper on skills which willguarantee free education for every adult wanting to obtain five GCSEs.It will also pilot grants - eventually to be available nationally -worth £30 a week to students in further education aged 19 or over.These education maintenance allowances are at present confined tostudents aged 16-19.

An earlier draft of the paper, seen by the Guardian, had offered "a newentitlement to free learning for anyone under 30 without an advancedqualification of technician, higher craft or associate professional toget the training they need to achieve such a qualification". That wouldhave meant offering free training for level 3 qualifications,equivalent to two A-levels.

In today's paper the free tuition is confined to specific subjectswhere local people and businesses agree there is a skills shortage.

The government has also dropped a pledge to develop a replacement for"individual learning accounts", the voucher scheme that collapsed afterfraud of around £100m.

Ministers will announce their intention to develop a national academicidentity scheme, listing a person's qual ifications. There will also bea new "skills alliance" with employers and trade unions to promotelearning in the workplace.

"We need to guarantee people employability for life," said a Whitehallofficial last night. "We have to compete in a global market, and reducethe productivity gap that we see with our direct competition. France,Germany and the US outstrip us by one third on productivity.

"For the first time we will have a coherent strategy to bring togethermany of the current initiatives, but also introduce some new ones in aunique partnership with business and the trade unions."

John Brennan, director of further education development at theAssociation of Col leges, said last night: "The association isdelighted at many aspects of this shift in public policy, which givesadult learners the right to free tuition up to the equivalent of 5GCSEs.

"It will also be a relief for many local colleges, which have longrecognised this need and funded such students from their own pockets.

"However, we are very sorry that the government seems to have decidedagainst giving priority to young adults returning to learning toachieve a first level 3 qualification. It is a national imperative toimprove the supply of skills at this level - for example, a qualifiedplumber must possess relevant qualifications at level 3.

"It seems especially perverse to push away the ladder of progression atthis early stage when individuals' returns on the costs of studying areknown to kick in after they have gained level 3 qualifications."

The prime minister offered a rare shaft of praise for the col legesector at a Downing Street reception on Monday night. But a reporttoday by the Work Foundation, formerly known as the Industrial Society,questions the colleges' ability to deliver the skills strategy, callingthe sector a "national disgrace" and "fundamentally mismanaged".

Andy Westwood, one of the authors, said: "Some £9bn of public money isspent on further education each year, but still it is in no real fitstate to deliver the lion's share of UK skill needs."

News - Jobless face skills tests for benefits.

By Liz Lightfoot.
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Education Correspondent

UNEMPLOYED people will be forced to take "screening" tests in reading,writing and arithmetic before they can claim benefit.

Those who fail to reach the standard expected of most adults will bedirected to courses in basic skills.

The policy is part of the Government's drive to improve the skills of theworkforce.

In 12 areas of the country taking part in a pilot scheme, claimants whorefuse to comply will have around £10 a week docked from their benefits.Those who attend the lessons will get an extra £10 plus £100 when theyqualify.

About 34,000 people claiming Jobseekers' Allowance will be affected by thepilot scheme, to begin next April.

Malcolm Wicks, the minister for work and pensions, announced the schemeyesterday, saying that if successful, the scheme will be extendednationwide.

"That is tough social policy," said Mr Wicks.

Targeting jobseekers was one of a series of measures announced yesterday inthe Government's Skills Strategy White Paper.

Individual Learning Accounts were introduced in 1998 by David Blunkett, theformer Education Secretary. They are not being re-introduced after thedebacle which cost taxpayers around £100 million in fraudulent claims. Thenew strategy targets state funding on people with low qualifications andcourses linked to employment in shortage areas.

New learning grants of up to £30 a week and free courses will be providedfor the seven million adults of working age who have fewer than five GCSEsor their equivalent.

People aged between 19 and 30 without two A-levels or their equivalent willalso get the grants but only for subjects linked to areas of the economywhere there are skills shortages.

However, well-qualified adults will pay more for courses as the statesubsidy is switched to the low-skilled and areas regarded as important tothe economy.

Employers will be given a new role in shaping the supply of training throughnew Sector Skills Councils.

Apprenticeships are to be made more rigorous and the age cap of 25 is to belifted.

Ivan Lewis, the minister for adult skills, said subsidised courses similarto those provided under the ILA scheme would continue to be available ininformation and communication technology, which had been designated apriority area.

Damian Green, the shadow education secretary, called the White Paper "timidand half-hearted".

He said: "It lacks the ambition and vision to deal with this problem. Thesolutions it proposes will create new bureaucracies at national, regionaland local level."
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From Mr Rhodri Morgan. 

Sir, The Financial Times devoted 10 paragraphs (July 15) to a procedural debate in the Welsh Assembly about seating arrangements, involving 800 opposition amendments. This debate never took place. 

In the real world, what did the Welsh Assembly and its government in fact do this week? We announced the restart of individual learning accounts. Remember them? We launched our innovative "Learn through Play" foundation curriculum for three-to-seven-year-olds. We made a splash with the start of Europe's first national free swimming scheme for children in local authority leisure centres for the summer and Easter holidays. 

We announced an update of our economic development strategy, coinciding with UK statistics showing a rise of 82,000 in total jobs in Wales over the past year. Wales has 3m people. The rise in total jobs in the rest of the UK was 172,000 over the same period. The rest of the UK has 56m people. 

There was also the discussion of Wales's Wanless report on the future of the National Health Service and social services in Wales. Likewise, the details of agreement in principle to transfer responsibility for student fees, top-up or otherwise, from Westminster to Wales was discussed. 

That was all in one week - probably the most constructive single week the Welsh Assembly has ever had on any objective measure of achievement in advancing a radical agenda for Wales. 

Curiously, the ink in the pens of the scribes seems to flow far more freely when they can haul out cliches about talking shops and farces and bottoms of barrels. It seems to dry up when they have to grapple with ideas about what the right kind of curriculum is for three-to-seven-year-olds and the reintroduction of fraud-proof individual learning accounts. I do not think it would be wise for me to hold my breath waiting for balanced reporting of what the Welsh Assembly and its government have really been discussing this week. 

Rhodri Morgan AM, First Minister for Wales 

London Edition 2.  

What goes on in Wales.

245 words

Publication date: 19 July 2003

Source: The Guardian

Page: 19

© Copyright 2003.  The Guardian.  All rights reserved.

It is a paradox that a debate that never happened (Assembly's seatingrow ended by derision, July 16) about the seating arrangements in thenational assembly chamber has got so many column inches devoted to it.We've actually spent minutes on this issue, while the media havereported it ad nauseam.

I find it rather sad that this has overshadowed one of our mostconstructive and productive weeks ever at the Welsh assembly. Perhaps Icould give a flavour of some of the stories not reported this week. Wehave announced the restart of individual learning accounts, launchedour innovative learn-through-play curriculum for three-toseven-year-olds and started Europe's first national "free in the schoolholidays" swimming scheme for children in all Welsh local authorityleisure centres.

We have had our best week yet on the economic front, with UK governmentstatistics showing a rise of 82,000 in total new jobs in Wales over thepast year. This accounts for more than a third of the total increase injobs in the UK - not bad when Wales has only 5% of the population.

We have also held a full-scale discussion on the Wanless report on thefuture of the NHS and social services in Wales and debated theannouncement on the transfer of responsibility for student fees, top-upor otherwise, from Westminster to Wales.

Rhodri Morgan AM

First minister, Wales.
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It is a paradox that a debate that never happened (Assembly's seatingrow ended by derision, July 16) about the seating arrangements in thenational assembly chamber has got so many column inches devoted to it.We've actually spent minutes on this issue, while the media havereported it ad nauseam.

I find it rather sad that this has overshadowed one of our mostconstructive and productive weeks ever at the Welsh assembly. Perhaps Icould give a flavour of some of the stories not reported this week. Wehave announced the restart of individual learning accounts, launchedour innovative learn-through-play curriculum for three-toseven-year-olds and started Europe's first national "free in the schoolholidays" swimming scheme for children in all Welsh local authorityleisure centres.

We have had our best week yet on the economic front, with UK governmentstatistics showing a rise of 82,000 in total new jobs in Wales over thepast year. This accounts for more than a third of the total increase injobs in the UK - not bad when Wales has only 5% of the population.

We have also held a full-scale discussion on the Wanless report on thefuture of the NHS and social services in Wales and debated theannouncement on the transfer of responsibility for student fees, top-upor otherwise, from Westminster to Wales.

Rhodri Morgan AM

First minister, Wales.

Stop boldly talking, it's time to boldly go for it - Comment - Opinion.
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If anyone knew that Tony Blair would be in deep difficulty this summer,it was the man himself. Last year he took a conscious decision tochange his style of governing. It was a decision that he knew wouldcost him popularity, both with his party and the country.

What the Prime Minister resolved was that he would shrink his tent.With his old "big tent" politics, he had tried to appease as manypeople as possible and offend as few as he could. That led to highpopularity but scant results. He was forced to be incredibly cautious,to trim, to procrastinate. After five years in power, he realised thathis Government had achieved rather little.

So it was time to be bold. "At our best when at our boldest" was therefrain of the Labour leader's party conference speech. He would dowhat he thought was right whether people liked or hated it: not so much"big tent" as "my tent" politics.

And - surprise, surprise - Mr Blair started to make enemies. The areaswhere he seemed bold - Iraq, foundation hospitals, top-up fees - havebeen those that have caused him most trouble.

It was all so predictable; and indeed Mr Blair himself predicted adifficult year in his new year message. But he calculated that he hadenough political capital with his party and electoral capital withvoters to be able to afford to take risks. He was probably right. Hisspare political capacity is his parliamentary majority. If a PrimeMinister can't be radical with a majority of 164, when can he?

As for his electoral capital, this Prime Minister is still doing fineby mid term standards. People tend to forget, because of hisgravity-defying performance in the past Parliament, that mid-terms aregenerally times when governments crash to earth. John Major's wasparticularly awful, and he went on to lose the election.

Margaret Thatcher's last mid-term was also dreadful, and she went on tolose her job. So it is more useful to look at mid-terms that werefollowed by landslide victories for the Prime Minister in power.

In July 1981 the incumbent Tories were in third place in the polls.Scoring just 30 per cent, they were trailing the combined forces of theLiberals and Social Democrats (31 per cent) and Labour (36 per cent). Afull 70 per cent were dissatisfied with the Government, with only 22per cent satisfied. As for the Prime Minister herself, 62 per cent weredissatisfied and 31 per cent satisfied.

By that autumn, Mrs Thatcher was the most unpopular PM in memory. Therewas talk of a leadership challenge. Edward Heath begged the party toturn against her. Two years later she wiped the floor with Labour andwon a 144-seat majority.

Two years after that election, she was in trouble again - and this wasbefore the Westland crisis in 1986 which nearly cost her her job. InJuly 1985 the Conservatives were on 33 per cent, Labour on 34 per centand the SDP-Liberal Alliance on 32 per cent. Her personal ratings were38 per cent satisfied and 56 per cent dissatisfied.

Things got much worse before they got better. Only ten months beforethe 1987 election, a senior minister told the Mail on Sunday: "TheGovernment is in a downward spiral where the only way back up is with anew leader." She stayed and won a 101-seat majority.

So how does Mr Blair compare? The latest ICM poll has Labour scoring 36per cent, ahead of the Tories (34 per cent) and the Liberal Democrats(22 per cent). His personal rating (37 per cent satisfied, 54 per centdissatisfied) is similar to Mrs Thatcher's in 1985 but better than hersin 1983. And people still appreciate his leadership qualities, even ifthey don't trust him much.

In other words, today's disenchantment is pretty standard for a"successful" Government in mid-term (that is, one that will be rewardedwith a clear victory at the next election). But this still leaves thequestion of whether Mr Blair's calculated loss of political andelectoral capital has been worth it.

I am not going to rehearse the arguments for and against the war. MrBlair's decision to fight Saddam was one taken in his capacity asstatesman, not politician. He did it because he thought it was rightfor the country. Full stop.

Although it has affected his popularity, and the subsequent disaster ofDavid Kelly and the BBC has made it worse still, going to war was anact that was almost outside politics.

Foundation hospitals are a different matter. Here Mr Blair hassquandered political capital without even seeing through hisdetermination to be bold. This was all pain with hardly any gain. Thefinal watered-down design of the hospitals is so different from theiroriginal conception as to be hardly recognisable. If they produce asignificant improvement in health, I shall be amazed.

To talk boldly but not act boldly is a terrible waste. You succeed onlyin alienating your party without producing results. And it is byresults that Mr Blair keeps claiming that he wants to be judged.

At yesterday's prime ministerial press conference, we were regaled witha Powerpoint presentation by Michael Barber, head of the Delivery Unit.The Prime Minister loves punishing journalists at these events: eitherhe ensures that the temperature is 100 degrees or he traps us forhours. Yesterday, we were treated to phrases such as: "implementworkforce remodelling", "sustain impact of strategies and embed inwhole school approach" and "extend diversity and collaboration".

Mr Barber's graphs did show solid progress in many areas of the publicservices.

And it is true that voters take an unduly cynical view about whetherimprovements have taken place. But is that surprising, given not justthe Government's record on spin, but its record on the ground?

The media are obsessed with the question of trust; just as important tovoters is the question of competence. When I asked Mr Blair how hecould explain the shambles surrounding the introduction of the new taxcredits, he dissembled brazenly. (Even the police constable at theHouse of Commons said to me afterwards, "He didn't answer yourquestion, did he?") Yet whether a poor family gets the money it is dueultimately matters far more than whether Alastair Campbell did or didnot insert a phrase into a dossier.

The tax-credit fiasco is a shocking example of incompetence, all theworse for having been predicted. Gordon Brown insisted on using theInland Revenue to administer the scheme, even though he had beenadvised that the Benefits Agency would do it better. The result?Hundreds of thousands of poor families - the very people Labour isthere to help - are suffering.

The catalogue of incompetence goes on and on: foot-and-mouth, A levels,asylum, Railtrack, school funding, the Tube, individual learningaccounts, national insurance contributions and pensions, WembleyStadium, the West Coast mainline ...

Some of these ministers are not fit to run a bath.

When Dawn Primarolo, the Treasury minister in charge of tax credits,was warned earlier this year by a colleague that he had received 28complaints from constituents in three weeks, she denied that there waseven a problem. It turned out that she had not even met the head of theInland Revenue in the six months before the credits were introduced.

The trouble is, Mr Blair is surrounded by duff ministers. And he haslost too many good ones. Soon after the 2001 election, he invited DavidBlunkett, Alan Milburn, Estelle Morris and Stephen Byers to dinner atDowning Street. He told them their departments' performance was crucialto the success of the second term, and that they would stay in theirjobs for the full four or five years. Two years on, only one of thefour remains.

What is more, Mr Blair has adopted such a presidential style thatministers have lost their authority. Only when No 10 focuses on aproblem - such as street crime or asylum - do results start to flow.One Cabinet minister confessed to me that when he was having problemswith his department over a particular policy, he had to ask Mr Blair towrite him a memo demanding action on it. Only then did he manage toprod his officials into doing what he wanted.

With dwindling ministerial, political and electoral capital, Mr Blair'syear isn't about to get any easier. But he mustn't lose his nerve. Hewill spend his holiday sketching out his speech to the Labourconference this autumn. When he faces the Labour Party again, he needsto be genuinely ready, this time, to display the boldness at home thattook him to war with Iraq. It may seem difficult now. But then whoeversaid that politics was easy?

maryann.sieghart@thetimes.co.uk.

Mary Ann Sieghart Times, July 31.
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"Today's disenchantment is pretty standard for a 'successful'government in mid-term (that is, one that will be rewarded with a clearvictory at the next election). But this still leaves the question ofwhether Mr Blair's calculated loss of political and electoral capitalhas been worth it ...

"The catalogue of incompetence goes on and on: foot-and-mouth,A-levels, asylum, Railtrack, school funding, the Tube, individuallearning accounts, national insurance contributions and pensions,Wembley stadium, the west coast mainline ...

"With dwindling ministerial, political and electoral capital, MrBlair's year isn't about to get any easier. But he mustn't lose hisnerve ... When he faces the Labour Party again, he needs to begenuinely ready, this time, to display the boldness at home that tookhim to war with Iraq. It may seem difficult now. But then whoever saidthat politics was easy?"

News - Learning grant is not `handout' for drop-outs.
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YOUNG ADULTS who left school unable to read, write or add up will be paid£30 a week to study five GCSEs from next month, under government plans tocut illiteracy rates.

The adult learning grant, to be announced this Tuesday, will operate in 10areas initially and is expected to benefit up to 12,000 19-to 30-year-oldson low incomes who do not have qualifications.

The grant is part of the Government's strategy to address the nation'sskills shortage. It is estimated that up to seven million adults in Britainhave difficulty with basic English and maths.

To qualify for the money, students must be studying five GCSEs, two A-levelsor their vocational equivalents full-time and earn less than £11,500.Eventually, it is estimated that 60,000 will receive the support.

Ministers have dismissed claims that the grants are using taxpayers' moneyto subsidise drop-outs.

A Department for Education and Skills spokesman said: "This is not a handoutbut a hand-up, to get low-skilled adults learning and earning. It is a majorstep in helping those who might not have succeeded in their initialeducation, but are serious about wanting to get the qualifications theyneed."

The grants replace the Government's individual learning accounts scheme,which gave subsidies to adults for courses of their own choosing. It waswound down in 2001 after being targeted by fraudsters, costing the DfES £60million.

Official figures released in June showed that despite £663 million spent onpromoting adult education, course enrolments dropped by 10,000 last year andhave plunged by 73,000 since 1998.

The number of workers enrolling on modern apprenticeships dropped by a fifthto 151,400 between 2001 and 2002.

Critics say the figures cast doubt over the Government's pledge to improvethe basic skills level of 750,000 adults by next year.

Diary - * Saddened as we were by Geoffrey.
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* Saddened as we were by Geoffrey Robinson's decision to plead guiltyto failing to provide police with a breath sample, we were won over byhis endearingly self-loathing mea culpa - "technically, I was at fault"- as he blethered on about the dropped cocaine allegation. You can'tfight city hall, old boy - you'd think he'd have learned that back in1983 when his Jag was found parked on the M6 hard shoulder with itstail protruding into the slow lane, while Geoffrey slumbered in thepassenger seat. Police called to the scene, according to old copies ofthe Coventry Evening Telegraph, found him "talkative but incoherent",and were oddly unwilling to accept his explanation as to how he gotthere - "none of your business" - as an end to the matter.

Geoffrey naturally refused to take a breath test, but because he was inthe passenger seat the police were only able to pin a drunk in chargeof a vehicle fine on him as opposed to drink-driving. It would take afiner legal brain than the Diary's to explain how he had arrived at thehard shoulder without drink-driving, so we merely wish him all the bestwith his worthwhile pursuit of the police and the press in the moreup-to-date matter.

* Still, another episode does win Geoffrey the prize for most inventiveuse of a Jaguar since tortured environmentalist Sting sat in the backof the biggest one on the market for an ad. Pitching up to his Coventryconstituency to film his surgery, a Channel 4 documentary crew found aqueue of people unable to get into the building. No matter, declaredGeoffrey when he arrived: the surgery would be held in his Jag. And so,one by one, constituents were invited to sit in the passenger seat andexplain their problems while the others waited in a line outside thevehicle. Job done, Geoffrey reversed out of the Coventry North Westsurgery car park and headed off for his home in nearby Surrey.

* The impending A-level results and the perennial search for an Augustspace filler collide as we ask: is there a more pointless quango inexistence than the "A-Level of Pride" campaign? Those keen to view anexercise of stratospheric inconsequentiality are directed toalevelofpride. org.uk - allegedly, press officer Gordon tells mycolleague Ros Taylor, "the hub around which a lot of activity is goingon". Pressed on the exact point of the organisation, Gordon says it's"to recognise that a lot of people are putting in a lot of hard work",stressing that "a measure of its success is the number of people whosign up for it". Indeed, the entire cast of Hollyoaks nestle alongsideNo-trousers Charlie Clarke and the chairman of Capita, the darlings ofthe government's public-private partnership wonderland who were sosadly rebuked by MPs for the individual learning accounts disaster.Inspiring stuff.

* Friday's item concerning the vacancy left by the late great ThoraHird for a face of Churchill Stairlifts draws several responses, allsuggesting the same candidate. We're not exactly sure if it's upBaroness Thatcher's street, but promise to at least sow the seed in thefirm's mind.

* Thanks also for your many thoughts on rugby-shirted Ryanair chiefexecutive Michael O'Leary, who, on this evidence, one would hesitate todescribe as well loved. We shall begin with this bumptious little chaptomorrow.

* Surveillance: a subversive piece of dialogue in the not-desperatelypopular

mid-1990s soap Canary Wharf, part of the old L!ve TV footage beingre-streamed on satellite channel 274, and arguably former chiefexecutive Kelvin MacKenzie's enduring masterpiece. City chap: "Do youknow Sophie on the Mirror features desk?" Woman journalist: "Yes. She'snot very bright." City chap: "No one's very bright on the Mirrorfeatures desk." Now you don't get that kind of cultural comment onCorrie. Sorely missed.

Partner on disastrous training plan wins contract. 

By MIRANDA GREEN. 

238 words

Publication date: 16 September 2003

Source: Financial Times

Page: 2

(c) 2003 The Financial Times Limited. All rights reserved 

Capita has been awarded a £48.4m contract to administer a new education allowance by the Department for Education and Skills, which says it has "learnt lessons" from their disastrous joint responsibility for individual learning accounts. 

The ILA scheme, a flagship training programme, had to be abandoned by the government after £100m of taxpayers' money was lost through fraud and abuse. The ILA computer system was provided by Capita, the big listed service provider, which called for a rethink of public-private partnerships in the wake of the fiasco. 

The DfES said yesterday that project management for the new education maintenance allowance, a means-tested benefit to be made available nationally to 16 to 19-year-old students, would be marked by an open flow of information. 

The scheme is due to be rolled out nationally in September 2004. 

Ministers hope to minimise drop-out rates by making up to £30 a week available to students who need extra financial help either in school or in further education college. Pilot schemes running since 1999 have shown that cash for those with low parental income is effective in encouraging students to stick to the courses and resist the lure of low-earning, low-skill jobs. 

The department said bidding for the contract had been highly competitive. The contract is valued at £48.4m over five years. 
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* Long after the headlines, the fine print arrives on the subject of "baby bonds", or Child Trust as we should call it. This scheme to give every new parent, including a Mr G Brown of Westminster, savings vouchers for each baby seems bound to fail - "a disaster waiting to happen", as one expert called it yesterday. Why? It all hinges on the scheme's administration by the Inland Revenue's computer system, as installed by EDS. "Our members have been driven mad by the unreliability of the main computer system," Graham Steel, head of the revenue section for civil service union PCS, said in May. The system is very complex, with everyone registering a baby for child benefit being sent a £250 voucher to open an account with a third party. Hmm - does this sound at all like the government's earlier, much-hyped Individual Learning Accounts - an utter fiasco that collapsed through fraud and mismanagement?   

* To show the government is all heart, the baby bond's fine print includes a sensitive note that money from a Child Trust account cannot be withdrawn before the child is 18, no matter how good the reason. "Where a child develops a terminal illness, parents may want to access funds to pay for medical treatment or a special holiday," it begins. "Although entirely understandable, particularly where parents have made contributions to the fund, the government is concerned that this would be very difficult to administer ... the government does not intend to allow access to accounts in these circumstances." How kind.   

* Sad news from the trial of Tyco chief executive Den nis Kozlowski in New York, where the judge has ruled that video highlights of the lavish birthday party thrown by Kozlowski for his wife to be shown to the jury will not include clips of a man dropping his trousers before the camera, the torso-shaped cake with pyrotechnic breasts and a full-size ice sculpture of Michelangelo's David with guests drinking vodka from its penis. Mmm, classy.   

* An interesting sidelight on troubled news agency Reuters arrives, with the publication of a new book by Reuters, with the title Meeting, Mating and Cheating: Sex, Love and the New World of Online Dating, by Andrea Orr. The author is a business journalist in Reuters' San Francisco bureau and the book itself seems like an interesting piece of work - especially Orr's acknowledgments, thanking her editors at Reuters. Orr mentions in particular Stephen Jukes, the global head of news. Ah. Except that since the book went to press, Jukes has become the ex-global head of news - three weeks ago he was shunted aside under chief executive Tom Glocer's programme of redundancies. No love lost there.   

* Not only is Reuters publishing books about online sex and dating but on its way to these shores is another book: Find a Husband after 35 Using What I Learned at Harvard Business School.   

The author, Rachel Greenwald, has an MBA from Harvard Business School. "Greenwald tells women how to package their assets," according to the non-ironic publicity blurb, "develop a personal brand, leverage niche marketing, use direct mail and telemarketing to get the word out, establish a husband-hunting budget and hold quarterly performance reviews to assess the results." An object lesson in how even love and romance can be made dull by using market-speak.   

richard.adams@ guardian.co.uk.    
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From Mr Robert Chapman. 

Sir, John Brennan, chief executive of the Association of Colleges, is right to argue that UK business needs to take professional training more seriously ("Employers warned on staff training", November 12). However, it is equally important that the government leads by example. 

Since the collapse of the flawed Individual Learning Accounts scheme, Whitehall has done next to nothing to encourage the ongoing training of professionals; in fact, quite the opposite. 

Unlike in the US, where all training is exempt from federal and state sales taxes, the chancellor chooses to slap a crippling 17.5 per cent value-added tax on the cost of training courses. If the government is serious about encouraging training, it should immediately remove this unnecessary burden on skills development and, ultimately, productivity in the UK. 

Gordon Brown is surely aware that recent figures show output per worker in the UK still lagging far behind France and Germany. Abolishing the VAT on training would be a good first step in closing the gap. 

Robert Chapman, Co-Founder, The Training Camp, London W1W 8QT 

London Edition 3.  

Commons scrutiny of the executive;Letter   

256 words

Publication date: 6 January 2004

Source: The Times

Page: 17

(c) 2004 Times Newspapers Limited. All rights reserved   

From Mr Barry Sheerman, MP for Huddersfield (Labour).   

Sir, Simon Jenkins (Comment, January 2) asserts that "the parliamentary arm of the British constitution" has collapsed and argues that this invites the media to supplant it. He also states that "the Commons no longer behave in any sense as scrutineers of government".   

As chairman of a House of Commons select committee I believe that we have seen in recent times a much greater ability to hold the executive to account, certainly since the reforms introduced by Sir Robert (now Lord) Sheldon.   

My own select committee's investigations in the education area do not, I think, leave government ministers feeling they have obtained a stamp of approval. Our critical reports on the collapse of individual learning accounts, specialist schools or most recently on school funding have, I understand, left ministers feeling rather bruised. Indeed our evaluation of the Government's recent White Paper on higher education was highly critical of many aspects of government policy.   

Parliament is still too weak vis-a-vis the executive, but this is not a new concern. There has never been, to my knowledge, a golden age of parliamentary pre-eminence and we have much work to do. However, the idea of shifting our reliance for the scrutiny of government to media which, as Sir Simon rightly demonstrates, seem to work behind a veil of ignorance is unacceptable.   

Yours sincerely, BARRY SHEERMAN, House of Commons.   

sheermanb@parliament.uk January 5.   

(c) Times Newspapers Ltd, 2004    
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The success of animal rights activists in halting a new Cambridge laboratory has led to increasing threats of violence, write Jack Grimston and Gareth Walsh  

FOR the drug company executive, life in his comfortable village in the home counties turned sour one morning last summer when he was in bed with flu. His son-in-law came into the room, asking what had happened to the car.  

When the man went downstairs he saw what looked like a minor, if mindless, act of vandalism. The car had been disfigured by paint-stripper.  

But the attack turned out to be just the beginning of a long campaign against the man by animal rights extremists who have targeted hundreds, perhaps thousands, of people.  

Their "crime", in the eyes of the protesters, is to be linked, however distantly, with companies that carry out medical tests on animals.  

In this man's case, he works for a company that is also a customer of Huntingdon Life Sciences (HLS), the research organisation near Cambridge. It is the object of hate among the animal rights movement because it carries out thousands of medical tests every year on mice, rats, and occasionally birds and dogs.  

The vilification campaign has been sustained. Residents in the man's village have been sent letters claiming he is a paedophile; calls for him to be run out of the area have been daubed on the village hall and road signs; at one point a group set up camp in a nearby field with banners condemning the "puppy murderer".  

One of his fellow directors has had it worse. His 15-year-old daughter was attacked by suspected Animal Liberation Front (ALF) activists on her way home. Now this father has moved and has been advised by police to install a secure "panic room" to which he can retreat with his family in case militants break into his home.  

For other executives on the hit lists, CCTV, bomb-proof windows and incendiary-proof letter boxes have become standard fittings at their homes.  

In recent months harassment has reached levels not seen since 2001, when three masked men set upon Brian Cass, HLS's managing director, clubbing him over the head with pickaxe handles.  

The anti-vivisection lobby, which objects to all experiments on animals, even for medical purposes, claimed its greatest scalp to date late last month when security worries caused Cambridge University to drop plans to build a Pounds 32m primate research centre.  

It would have been the biggest of its kind in Europe, carrying out medical research using monkeys, the most controversial creatures for experiment because of their similarity to humans. The centre would have been used for research into diseases such as Alzheimer's and Parkinson's -both increasing in an ageing population -for which the brains of monkeys are by far the best non-human model on which new treatments can be tested.  

Scientists have been shocked by the message to the outside world that Britain, long considered a leading country for research, is now apparently unsafe for anyone experimenting on animals to develop drugs.  

"It has enormously upset the pharmaceutical and biotechnology industries, who take it as a real challenge to the resolve of the government to counter animal rights terrorism," said Colin Blakemore, chief executive of the Medical Research Council.  

Blakemore himself is an example of the hesitancy of new Labour in confronting the animal welfare lobby. The Sunday Times revealed leaked documents last December that showed he had been rejected for a knighthood because his research using animals was considered "controversial".  

Tony Minson, Cambridge's pro-vice-chancellor, said the "decision not to fight on" for the research centre had been driven by tensions with the community caused by the protests. This had combined with worries about the unpredictable costs of security -estimated at Pounds 500,000 a year even before employees' homes had been protected.  

The government has been forced into a damage limitation exercise to try to reassure pharmaceutical companies, who between them spend some Pounds 7m a day on medical research in Britain. Last week Lord Sainsbury, the science minister, was telephoning senior executives to urge them not to be scared by the militants into taking their business abroad.  

It is a personal challenge for Sainsbury, who told a House of Lords committee two years ago -after a previous upsurge in attacks had subsided -that "the main problem (of militant attacks) has been dealt with".  

Sainsbury insisted this weekend that the government would do everything possible to ensure the Cambridge project was revived. "It's not going to be a blow, because we are determined to make certain that it isn't," said Sainsbury. "We will make certain other facilities are available to Cambridge so this research can continue."  

HLS, where many of the current wave of protesters have sharpened their skills, sprang to prominence in 1997 following the release of video footage by campaigners who had infiltrated the company.  

The film, taken inside the centre, showed beagles being punched and thrown against a door. After an order from the Home Office, the company sacked the offending workers in order to keep its licence.  

The group formed in the wake of the controversy -Stop Huntingdon Animal Cruelty (Shac) -has emerged as one of the most effective animal rights groups at causing disruption. It has not only besieged HLS but is accused of holding the government and scientific establishment to ransom.  

Core activists include Greg Avery, 37, a former tailor from Woking, Surrey. His wife Natasha Dallemagne, 35, also plays a prominent role in the group, as does his former wife Heather James, 36.  

The three were jailed for 12 months -six of them suspended -in November 2001 for conspiracy to incite a public nuisance. The previous year Avery had been jailed for four months for threatening to kill a member of HLS staff. They had produced newsletters encouraging supporters to "smash" HLS staff and had sent them unwanted mail order parcels to ruin their credit ratings.  

Their organisation is now being taken very seriously.  

Last week Avery warned that Shac planned to target new groups of HLS customers.  

"Companies have a very simple choice," he said. "They are either for animal cruelty or against animal cruelty." He added that Shac has been leaked an HLS database with details of all their customers from 2000 to 2003.  

Shac posts lists of target companies, complete with contact details, on its website, encouraging supporters to demonstrate, write letters and e-mails and make telephone calls protesting about any links with HLS.  

"Action is whatever you can do to close down the hellhole that is Huntingdon Life Sciences. We all have our part to play and we can all take effective action to close HLS down," says the website, adding: "Please note that Shac does not encourage illegal activities."  

Shac has been successful in gathering money from animal-lovers in street collections up and down the country. The group says it has nothing to do with violent behaviour but merely attracts hundreds of campaigners to demonstrations where they make their point peacefully, if noisily.  

However, the police blame Shac's website for being a rallying point for 30 to 40 volent militants dotted around the country, including Merseyside, Manchester and London. Using the company target lists posted by Shac, they trace directors' and employees' homes, often following them in their cars.  

This small group is now being credited with achieving a goal far beyond its size.  

It was concern over what militants might do in the future rather than the arguments of peaceful anti-vivisectionists that brought down the Cambridge project.  

"If you spread it out, the letters and the spray painting are minor stuff, but if you are on the end of it and your home and family are being targeted it's frightening," said Cass, who has recovered from his injuries.  

"They are now targeting our suppliers and customers. We have validated 54 separate attacks on cars alone over the past six months, but what is most concerning us is that 28 have occurred since the start of January. It has really picked up."  

Shac appeared to show its continuing ability to infiltrate HLS by handing The Sunday Times two reports last week, purportedly written for a client, on tests carried out as recently as last October. The reports give the kind of details that can move the hearts of members of the public to donate to animal causes even while their heads say the experiments are vital for medicine to advance. They record effects induced in tests on mice and beagles such as "paddling of forelimbs" and "whole body tremors".  

While Shac says it does not advocate violence, its leaders have received injunctions to prevent them harassing HLS. However, the effect has simply been that companies with more distant links to HLS have been targeted instead.  

There have been few arrests of those who carry out intimidation, and lenient sentences have been imposed. Companies wanting protection have usually had to take out injunctions, paying high legal fees. The government and police are apparently powerless under current laws.  

Shac uses the services of Tim Greene, of Birnberg Peirce, a firm of London civil rights lawyers headed by the solicitor Gareth Peirce. "Tim Greene advises Shac on exactly what they can and can't do and runs rings round Crown Prosecution Service lawyers across the country," said one source.  

The government is trying to respond to concerns over the violence but its actions are viewed by many as too weak. Animal rights issues are particularly delicate as they have a broad base of support within the Labour membership. Before it was elected, the party was given Pounds 1m by the Political Animal Lobby to encourage a ban on fox-hunting.  

Sainsbury says a draft bill is being studied to see if a new law against violent animal protesters is needed. The Home Office said recent changes to public order law had improved the situation, for example by giving the police powers to force demonstrators away from private homes.  

GCHQ, the government listening centre, is understood to have become involved in monitoring phone calls and e-mails among leading Shac activists, following fears that their campaign risks damaging the economy. In addition, the National Crime Squad has a unit targeting animal rights extremists.  

Last April, after an investigation by the squad in London, five people were sentenced for defrauding the education department's individual learning accounts out of tens of thousands of pounds in what police believe was an operation to cover extremists' living expenses.  

Police find it difficult to establish that anyone is organising the disparate campaigners. A spokesman said: "There is no kind of hierarchical structure. They have little pockets here, little pockets there, but there is no leader or membership. They just use the name in support of the cause."  

Meanwhile, victims of the current harassment campaigns say they are getting little help from the government.  

"The government makes tiny changes in legislation which do not frighten these people. They need to get tough on them," said one victim. "Five companies had to pay a Pounds 250,000 legal bill last year just to bring an injunction to stop them being attacked. We have to fit our own security and my bomb-proof windows at home even attracted a tax bill as a benefit in kind. I'll send the next bill to Tony Blair."  

PRO AND ANTI: THE ANIMAL TEST ARGUMENTS  

SUPPORTERS of animal experiments argue they can be justified because:  

* Many mammals have vital organs such as lungs, brains and kidneys similar to those in humans, and process poisons through their livers in a similar way  

* Similarities of physiology are obvious from the way the same drugs are often used to treat diseases in humans and animals  

* Research on animals is often carried out for the benefit of other animals  

* Animal testing has a proven track record. It has played a part in most major medical advances of the past century  

* Despite scientific advances in tissue culture and computer modelling, some testing still requires animal subjects  

* They help understanding of the effects of a substance on the whole body  

* In particular groups of illnesses, such as brain diseases, primates provide the closest possible model on which to test drugs  

* Animal research is important in judging mechanisms of diseases and chemicals when it is too risky to use human subjects  

OPPONENTS say experiments cannot be justified because:  

* Using animals in research is unethical because they suffer pain and distress  

* Diseases and drugs can behave differently in humans and animals. Medicines that could have been beneficial to humans have been dismissed because they proved ineffective in animals. Conversely, for example, some drugs that combat stroke in animals are useless in humans  

* Animal testing harms human health by diverting funding that could otherwise be spent on non-animal research. It can also be harmful by failing to highlight dangerous side effects. Thalidomide, for example, was tested on animals and declared safe  

* Conditions such as Parkinson's disease, which are artificially induced in animals by researchers as part of experiments, can make poor working models for the real thing  

* Scientific progress in areas such as tissue culture and computer modelling render animal research obsolete  

* Laboratories continue to use animals through inertia and outdated regulations  

(C) Times Newspapers Ltd, 2004   
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Individual Learning Accounts were a bold idea that failed spectacularly in England. But now other European countries are learning from the government's mistakes. Peter Kingston reports.  Learn from our mistakes is a standard parental injunction to children. But would a British government publicly encourage other nations to scrutinise its blunders so they could avoid repeating them? The answer, at least when it comes to individual learning accounts, is yes.  

ILAs were the big lifelong learning idea of Labour's first term, an unquestionably popular and bold project that crashed spectacularly when it was feared it would be overwhelmed by fraudsters.  

Throughout the ILA debacle, however, the UK was funding and leading the European Learning Account Partners Network (Elap), a formal partnership of countries involved in developing similar learning account schemes. Long after the dust settled on the wreckage of ILAs and the government made clear it would not honour its stated intention to launch an ILA mark 2, the UK continued running Elap, but no longer in the role of proud pioneer. In effect, the UK has been showing other countries, such as the Netherlands, Switzerland, Belgium, Germany, France and Sweden, how not to repeat our mistakes.   

The network's director, Kay Cheesman, explains. "We set it up, then our own system, which was terribly well thought of by the other members of the network, was closed down. They were very impressed that the UK was prepared to share with them the things that went wrong . . . we gained tremendous respect."   

Elap represents a group of countries and organisations within the EU and beyond that want to get reluctant adults learning, specifically in schemes in which interested parties, such as governments or employers, chip in cash.   

When the then Department for Education and Employment set up Elap in 1999, there was probably a mix of motives. Ministers wanted to know what other countries were doing in this area, and there may have been an understandable keenness to be the first to get their fledgling ILA scheme in the air.   

"There were a number of countries interested in developing learning account-type mechanisms and keen to work together to share information and good practice on a wide range of policy and operational issues," says the Elap website blurb.   

In Sweden, for instance, plans were drawn up in 2001 for an Individuellt Kompetenssparande (IKS), or national individual learning account scheme, under which individuals and their employers could each make an annual contribution of up to around pounds 2,000.   

Early the same year the education ministry in the Netherlands launched eight pilot projects under which individuals, employers and the state would contribute a total of about pounds 730 per individual to be used to pay for learning. The pilots were to test out different contribution levels by the various parties and different models for running the scheme using training institutions, a bank and an employers' organisation.   

A Swiss learning account mechanism was launched in Geneva in 2001. Individuals could get up to 750 Swiss francs (pounds 318) a year from their accounts to update their professional qualifications over a period of up to three years. The training has to be approved by the department of careers and vocational training and selected from an approved list of providers.   

When ILAs were launched in the UK in September 2001, before these other countries began their trials, account holders could get discounts on a huge range of courses covering practically everything bar learning how to drive. "Learning providers" could draw out cash from individuals' accounts with such unregulated ease that it quickly attracted some greedy opportunists.   

The target of a million account holders, who would each get a pounds 150 deposit from the government, was reached a year early in 2001. By closure, 2.6 million people had opened accounts.   

Learning providers were, in theory, registered by Capita, the company appointed to administer the scheme. But by the time it was closed down, registered providers totalled 8,910 and a significant number of them had scant background or experience in training.   

It was also realised that the ILA scheme was largely missing its target of wooing reluctant, unqualified adults into learning and training. More than half of those who opened accounts said they would have paid for a course themselves, 84% already held at least one qualification and nearly two-fifths had degrees.   

Before launching four small pilots for Bijblijfrekening, a learning account programme, in September 2002, the coalition in the Flanders region of Belgium took a cool look at the UK model. "In our projects we don't have these problems of fraud," says Isabel van Wiele, policy coordinator for lifelong learning in the Flanders department of employment. "We looked at the UK to find the main mistakes."   

Unlike the UK's universal model, the Flemish pilots selected adults who would be eligible for a pounds 1,000 contribution from the government towards their learning. "People were selected in job centres and told that there was money available for them to get education and training," van Wiele explains.   

They did not get the money up front: they had to pay for the training themselves first and then get the cash back. Courses had to be "labour market-orientated", an assessment that was made by the individual's counsellor at the job centre.   

The pilots were on a small scale, each engaging no more than 100 adults, but they provided enough to persuade the Flemish government against rolling out a learning accounts scheme for the unemployed.   

Last year it started instead a programme restricted to people in employment, who can claim up to pounds 250 a year for work-related courses, provided they match that sum themselves.   

However successfully the partner nations fare with their learning accounts, it is clear Labour has no intention of risking a second go, in England at any rate. In Wales, though, the ad ministration has held its nerve and relaunched ILAs. A spokesman for Elwa, the Welsh funding agency for post-16 education and training, said "no instances of malpractice" were found in Wales during the first ILA scheme, in which some 44,000 adults opened accounts. Since its relaunch last August, the second Welsh ILA scheme has signed up 4,000 account holders, 35% of whom are in the highest priority group - having no skills and/or being on benefits. Each can get up to pounds 200. Nearly half are pursuing ICT courses.   

The original ILA has been tweaked. It is no longer universal. Only people who lack a level 2 qualification (five GCSEs at grades A* to C, or the equivalent) are eligible. And the money can be drawn only for courses run by a limited number of registered and approved providers.   

Angela Banfield from Coleg Morgannwg in Llwynypia took out one of the new ILAs to do GCSEs in English and human physiology. The 24-year-old auxilliary nurse needs the qualifications to do the full nursing training. "It's tremendously helpful. Without the ILA paying half of my courses I wouldn't have been able to do them," she says.   

Meanwhile the UK's leadership of Elap is ending. Its running and funding is to be handed over to the Basque region of Spain.   

Launch pad: David Blunkett in 1998, holding the green paper that proposed Individual Learning Accounts Photograph: Justin Williams/PA   
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Learn from our mistakes is a standard parental injunction to children. But would a British government publicly encourage other nations to scrutinise its blunders so they could avoid repeating them? The answer, at least when it comes to individual learning accounts, is yes.  

ILAs were the big lifelong learning idea of Labour's first term, an unquestionably popular and bold project that crashed spectacularly when it was feared it would be overwhelmed by fraudsters.  

Throughout the ILA debacle, however, the UK was funding and leading the European Learning Account Partners Network (Elap), a formal partnership of countries involved in developing similar learning account schemes. Long after the dust settled on the wreckage of ILAs and the government made clear it would not honour its stated intention to launch an ILA mark 2, the UK continued running Elap, but no longer in the role of proud pioneer. In effect, the UK has been showing other countries, such as the Netherlands, Switzerland, Belgium, Germany, France and Sweden, how not to repeat our mistakes.  

The network's director, Kay Cheesman, explains. "We set it up, then our own system, which was terribly well thought of by the other members of the network, was closed down. They were very impressed that the UK was prepared to share with them the things that went wrong . . . we gained tremendous respect."  

Elap represents a group of countries and organisations within the EU and beyond that want to get reluctant adults learning, specifically in schemes in which interested parties, such as governments or employers, chip in cash.  

When the then Department for Education and Employment set up Elap in 1999, there was probably a mix of motives. Ministers wanted to know what other countries were doing in this area, and there may have been an understandable keenness to be the first to get their fledgling ILA scheme in the air.  

"There were a number of countries interested in developing learning account-type mechanisms and keen to work together to share information and good practice on a wide range of policy and operational issues," says the Elap website blurb.  

In Sweden, for instance, plans were drawn up in 2001 for an Individuellt Kompetenssparande (IKS), or national individual learning account scheme, under which individuals and their employers could each make an annual contribution of up to around pounds 2,000.  

Early the same year the education ministry in the Netherlands launched eight pilot projects under which individuals, employers and the state would contribute a total of about pounds 730 per individual to be used to pay for learning. The pilots were to test out different contribution levels by the various parties and different models for running the scheme using training institutions, a bank and an employers' organisation.  

A Swiss learning account mechanism was launched in Geneva in 2001. Individuals could get up to 750 Swiss francs (pounds 318) a year from their accounts to update their professional qualifications over a period of up to three years. The training has to be approved by the department of careers and vocational training and selected from an approved list of providers.  

When ILAs were launched in the UK in September 2001, before these other countries began their trials, account holders could get discounts on a huge range of courses covering practically everything bar learning how to drive. "Learning providers" could draw out cash from individuals' accounts with such unregulated ease that it quickly attracted some greedy opportunists.  

The target of a million account holders, who would each get a pounds 150 deposit from the government, was reached a year early in 2001. By closure, 2.6 million people had opened accounts.  

Learning providers were, in theory, registered by Capita, the company appointed to administer the scheme. But by the time it was closed down, registered providers totalled 8,910 and a significant number of them had scant background or experience in training.  

It was also realised that the ILA scheme was largely missing its target of wooing reluctant, unqualified adults into learning and training. More than half of those who opened accounts said they would have paid for a course themselves, 84% already held at least one qualification and nearly two-fifths had degrees.  

Before launching four small pilots for Bijblijfrekening, a learning account programme, in September 2002, the coalition in the Flanders region of Belgium took a cool look at the UK model. "In our projects we don't have these problems of fraud," says Isabel van Wiele, policy coordinator for lifelong learning in the Flanders department of employment. "We looked at the UK to find the main mistakes."  

Unlike the UK's universal model, the Flemish pilots selected adults who would be eligible for a pounds 1,000 contribution from the government towards their learning. "People were selected in job centres and told that there was money available for them to get education and training," van Wiele explains.  

They did not get the money up front: they had to pay for the training themselves first and then get the cash back. Courses had to be "labour market-orientated", an assessment that was made by the individual's counsellor at the job centre.  

The pilots were on a small scale, each engaging no more than 100 adults, but they provided enough to persuade the Flemish government against rolling out a learning accounts scheme for the unemployed.  

Last year it started instead a programme restricted to people in employment, who can claim up to pounds 250 a year for work-related courses, provided they match that sum themselves.  

However successfully the partner nations fare with their learning accounts, it is clear Labour has no intention of risking a second go, in England at any rate. In Wales, though, the ad ministration has held its nerve and relaunched ILAs. A spokesman for Elwa, the Welsh funding agency for post-16 education and training, said "no instances of malpractice" were found in Wales during the first ILA scheme, in which some 44,000 adults opened accounts. Since its relaunch last August, the second Welsh ILA scheme has signed up 4,000 account holders, 35% of whom are in the highest priority group - having no skills and/or being on benefits. Each can get up to pounds 200. Nearly half are pursuing ICT courses.  

The original ILA has been tweaked. It is no longer universal. Only people who lack a level 2 qualification (five GCSEs at grades A* to C, or the equivalent) are eligible. And the money can be drawn only for courses run by a limited number of registered and approved providers.  

Angela Banfield from Coleg Morgannwg in Llwynypia took out one of the new ILAs to do GCSEs in English and human physiology. The 24-year-old auxilliary nurse needs the qualifications to do the full nursing training. "It's tremendously helpful. Without the ILA paying half of my courses I wouldn't have been able to do them," she says.  

Meanwhile the UK's leadership of Elap is ending. Its running and funding is to be handed over to the Basque region of Spain.  
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Unions blame the decision to farm out payrolls for incomplete records, report Glen Owen and Jill Sherman  

THE retirement plans of up to 60,000 teachers were thrown into disarray last night by the disclosure of a "black hole" at the heart of their state pension scheme.  

Teaching union investigators say they have discovered gaps in the employment records for up to 10 per cent of teachers in England, who risk serious shortfalls in their retirement income.  

The unions claim that the chaotic situation stems from the Government's decision in 1998 to give schools the power to run their own payrolls. Previously, local authorities kept all salary and service details, which were then passed to the Teachers' Pension Agency to calculate the benefits.  

Since 1998, many schools have farmed out the payroll services to small companies that do not hold full histories of all teachers. Some have discovered from the agency that they have been listed as being "out of the profession" for five years, despite working continuously over the period.  

Delays in sending annual payroll returns from local employers to the agency have also caused a problem. In one London borough, the National Union of Teachers says, 2,500 teachers have had no pension contributions recorded for more than two years.  

Unlike most pension holders, whose retirement income is linked to cash contributions, teachers and other public sector workers rely solely on accurate records being kept of their time in service. They receive a proportion of their final salary linked to the number of years served. The pension agency is run by Capita, the company that has been blamed for a string of fiascos involving public projects, including the Criminal Records Bureau and Individual Learning Accounts.  

The agency has Pounds 108 billion of liabilities. The NHS scheme is second, with Pounds 94.6 billion.  

Barry Fawcett, head of pensions at the NUT, said that recently retired teachers should check whether they were receiving the right level of income.  

"Most teachers who have just left the profession are likely to have picked up on mistakes," he said. "But it is those who are in the middle of their careers, and who may be moving around a lot, who could find it hard 20 years down the line to fill the gaps."  

Mr Fawcett said that there were serious problems across the country. "To save money, many schools have ended up with a cheap provider of payroll services and haven't realised that they are not making the right returns. I estimate that between 5 and 10 per cent of the 600,000 teachers in England have incomplete records.  

"If a 55-year-old man dies in service with gaps in his records, his widow and dependants could be left with a lower payout. These problems have been caused by (the Government's) mania for outsourcing."  

Capita, Britain's largest outsourcing services company, admitted last night that gaps in employment records could occur if schools or local councils failed to give the agency all the correct information.  

Mike Addenbroke, managing director of Capita Hartshead, the pension administration arm of Capita group, said that the agency had no records of individual cash contributions and had to rely on accurate service history information to calculate pensions.  

"There can be gaps in employment records, but this is nothing to do with the administration provided by Capita," he said. He had "no idea" where the NUT got its figures from. Capita had issued benefit statements to 50,000 teachers who had asked for them but the company did not know how many involved service gaps, although they thought it was a small percentage. Records were amended if employers forwarded corrected information.  

Capita said that personal benefit statements would now be sent out annually to all teachers so that they could check if their service histories were correct. "It is up to the teacher to raise discrepancies with the employer rather than with us," he said.  

The London Borough of Hackney, which contracted out its payroll services to a company called ITNet, has been one of the worst-affected authorities. The local branch of the NUT has placed advertisements in the union magazine urging teachers in the borough to check their records.  

One teacher said that he had checked with the agency and found that his records had not been updated since April 2000. The agency told him it was not its fault and he should take it up with Hackney.  

"There are some great big gaps going back up to five years," a local union representative who has investigated the problem said. "It's difficult to know where the money is."  

Sue Newth-Gibbs, a pensions expert at Hackney Learning Trust, said the pensions system was a bureaucratic nightmare. "Pensions are often worked out on antiquated records," she said. "It's very distressing for teachers and it has been going on for years. The teachers' pension scheme is unlike any other scheme. It's like Jurassic Park."  

David Hart, general secretary of the National Association of Head Teachers, described it as a scandal. "This is yet another example of outsourcing having gone horribly wrong," he said. "It needs to be put right as a matter of extreme urgency."  

Doug McAvoy, general secretary of the NUT, said: "Bringing private, profit making companies in to run education services has not brought the huge benefits that were promised."  

(c) Times Newspapers Ltd, 2004   
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CAPITA PUBLIC   

CAPITA claims to touch the lives of 33 million Britons, from collecting television licence fees and the Central London congestion charge to processing insurance claims.   

Its roots are firmly in the public sector, handling work for local councils and running IT and administrative systems for government departments, including the Home Office.   

But the company is growing most quickly in the private sector, in particular in insurance and financial services.   

Rod Aldridge, the company's founder and hands-on executive chairman, spotted the potential for an IT company bidding for the large number of IT contracts that were looming because of Margaret Thatcher's insistence on outsourcing and competitive tendering and, in 1987, as managing director, he led a management buyout of Cipfa Computer Services from the Chartered Institute of Public Finance.   

He renamed the company Capita and later branched out from IT to back-office work, payroll administration, recruitment, management consultancy and property management.   

At its launch the company had 33 staff and a Pounds 1.9 million turnover. Today, it has more than 17,000 employees and is heading for a turnover this year of almost Pounds 1.1 billion.   

It administers shareholder information for almost 1,700 corporate clients, runs 21 call centres and administers almost 900,000 life and pension policies. Its infrastructure division manages 7,500 miles (12,000km) of highways and more than 6,000 miles of paths.   

The company has attracted many complaints and has been dubbed Crapita by Private Eye and Grabita by an MP on the Commons Public Accounts Committee.   

It administered Individual Learning Accounts, a government-backed adult learning scheme that was undermined by widescale fraud that Capita failed to prevent.   

In 2002 it was at the centre of the disastrous launch of the Criminal Records Bureau. Backlogs quickly built up and work was sent to Madras.   

It was fined Pounds 1 million for the shaky start to the London congestion charge and has lost local authority contracts in Norfolk and Lambeth.   

In the past three years, the group has grown rapidly and analysts expect profits to grow at about 12 per cent a year.   

(c) Times Newspapers Ltd, 2004    
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A Pounds 450m scheme to persuade more young people to re-main in education after 16 was launched yesterday as part of a government move to divert more of the education budget to the frontline. 

From September, 16-year-olds from families with an annual income below Pounds 30,000 will be eligible for up to Pounds 30 a week, paid directly into their hands, if they stay on at school or college. 

Charles Clarke, education secretary, said the "expensive" scheme to provide the education maintenance allowance nationally, based on pilots in a third of the country, would account for about 10 per cent of the entire further education budget. Another 70,000 young people could be persuaded to continue their education. 

"The EMA is a revolutionary public sector reform approach to cutting the UK's appalling post-16 drop-out rate," Mr Clarke said. "It is revolutionary because the payments will not be paid to providers (LEAs or colleges) but will be made directly to the customer (16-year-old students). In my experience, students of 16-plus take their own decisions." 

The scheme is aimed at young people, particularly boys, who are taking low-skilled paid work rather than continuing their education. Researchers said the pilot scheme had shown a particularly positive impact on young men. 

At Labour's spring conference, Tony Blair said he wanted all young people to stay in education until they were at least 18. Britain has one of the worst drop-out rates among the countries in the Organisation for Economic Co-operation and Development. 

Mr Clarke told students gathered at City of Westminster College in London: "We fear that if we don't address this properly, we will become less competitive with other economies." 

The scheme will be administered by Capita, a listed company with a mixed record in delivering on public sector contracts, which include the London congestion charge and individual learning accounts. The ILA scheme had to be abandoned after Pounds 100m of taxpayers' money was lost through fraud and abuse. 

Mr Clarke was confident his department's monitoring would be exacting enough to make sure Capita was the right winner of a "very tight procurement and tendering process". The contract is worth Pounds 48.4m over five years. 

The education secretary said his department was still in the process of calculating the impact of the overall spending available for the next three years, announced unexpectedly in the Budget last month. But the allowance was an indication of the government's likely approach in all sections of the education system. "In all cases the money will be targeted on the frontline."  

Permission to learn: ID cards could turn up in colleges long before any national scheme takes off, says Peter Kingston   

1366 words

Publication date: 4 May 2004

Source: The Guardian

Page: 14

© Copyright 2004.  The Guardian.  All rights reserved.   

Some occupations understandably attract fraudsters. Airline pilots, aristocrats, army officers, doctors, spies and even clergymen have all appealed to conmen, but it is hard to imagine why someone might want to pass themselves off as a further education college lecturer. Only the most severely misinformed con merchant could be lured by the pay.   

So why did the education secretary, Charles Clarke, suggest that a national identity card would help to curb the numbers of people trying to get jobs in further education under false pretences?   

This curious proposition came in an advance summary of the case he would be making to the Commons home affairs select committee in support of a national ID card. It would potentially reduce "financial and identity fraud in gaining entry to and working in education and training . . ."   

That was not all. A card would help "identify and prevent fraud and false representation and multiple applications in applying to FEIs [further education institutions] . . . and in accessing student finance".   

Calls around the sector met general bafflement at the suggestion that there were people bothering to grow beards and falsify their papers to get jobs in colleges. And none realised there was a problem of people using aliases to make numerous applications to be further education students.   

"I thought there was quite the opposite problem of not being able to get enough students to enrol," said one college finance officer. He added that it was known that in September some 16-year-olds applied to two or more colleges at once merely to see which one they liked the best, sticking with one and junking the others.   

"It sounds to me," commented another, "like a solution looking for a problem. He is trying to talk up the case for a national ID card."   

When Clarke actually gave his spoken evidence he revealed that there was no urgent need to investigate people "coming into publicly-funded colleges who are not entitled". It is true, though, that his department has been jumpy about fraud ever since the costly fiasco of the individual learning accounts (ILAs). Any new policy being framed in the education department involving possible loss of money is now tested to destruction by officials.   

"Small workshops are set up in the department to spend half a day trying to bust a new system," said one civil servant. "On stuff like the education maintenance allowances they are so, so anxious to avoid anything like the ILAs."   

In particular, the education maintenance allowances (Emas), which are finally to be rolled out nationally in September after five years of pilots, have had this treatment, and the conclusion is that they are pretty fraud-proof: "All we could think of was a lecturer working at a location remote from a main college site who invented a group of students and claimed Emas for all of them, having fraudulently filled in forms on all their families' incomes and set up bank accounts for all of them. It would be a hell of a risk for, say, pounds 500 a week."   

But this could all become academic when, as looks likely, the DfES introduces what will in effect be its own ID card. This autumn it is set to pilot its "unique learner number" (ULN) idea in a couple of regions, along with other proposals from last summer's skills white paper. A full-blown scheme is likely within the next two to three years if ministers give the go-ahead, which would mean education ID cards becoming a reality long before any national Home Office creation. Not that the education secretary described his department's plan for ULNs in such bald terms.   

"I do believe we are moving into a situation . . . where we are trying to focus much more on the support which the system can give to an individual learner, and the various projects I have described about the unique learner identity project and the way in which we view post-16 education and so on are designed to get a system that gives the individual more identity and more focus in the way that a service like education [is] provided and, in that, it is important to know about an individual and their achievement to be able to do that."   

That is partly how the skills strategy floated the ULN idea. In a basic version, a ULN could "provide a simple common identifier, reducing bureaucracy for learners". The paper also revealed that officials were considering "more sophisticated models" in the longer term. At its most advanced, a ULN could be "an integral part of a learner database containing up-to- date information that can be accessed by a wide mix of learning providers and learners themselves".   

Last summer officials admitted that some form of ULN that recorded an individual's educational qualifications would be vital to prevent people taking fraudulent advantage of the scheme, to be piloted next year, to provide free tuition towards a first level 2 qualification. There is no guarantee that an offer of free GCSE courses will tempt the target group, but it will appeal to those who already enjoy evening classes.   

The answer, according to a civil servant close to the project, is to give everyone a ULN, which would probably be stored on a card together with such information as a person's qualifications, course aims, employment situation and possibly income details. The cards would be linked to a "data warehouse", a virtual location "where everything will be put together and you can match individual and aggregate level data and you can start to have a ULN that can assess entitlement".   

He said officials have been looking at several models of a system. It has been realised that the most advanced concept mentioned in the white paper, a full, de luxe version offering immediate real-time access to data for colleges, the Learning and Skills Council and DfES, among others, could cost "billions". "You might get something almost as good for a lot less."   

The most sophisticated system would allow any agencies permitted to do so "to track what happens to people, matching what work they end up in, what their earnings are".   

Finally, policy makers could establish the clearest calculations of the rates of return people get for particular qualifications. Employers might be able to buy data equipment to read details of individuals' qualifications and previous periods of employment and unemployment, which would help defray costs.   

Officials recognise that many people could feel uncomfortable about some data, such as periods of unemployment, being available to the government, let alone other organisations. Officials from Whitehall's data protection unit advise the ULN working party on such issues.   

ULN could start recording individuals' educational attainments at 16 within a couple of years. Awarding bodies would automatically transmit these to the data warehouse.   

Would the system record the youthful scrapes that might be put on a college or school's own student records? "Youthful misdemeanours would not be recorded unless they were of a serious or criminal nature."   

How to deal with error is a big stumbling block to the scheme's progress. Everyone knows the huge problems of rectifying false personal information once it gets on to a system. "We'd have to have some protection stuff in place to enable people to correct records. We're doing some feasibility work now about what we might do . . . one of the barriers to overcome is how to rectify mistakes."   

Whatever Clarke says, his officials are neutral on the national ID card idea. "Our view is that we can do this without a national ID card. It doesn't mean we're anti it - we're not particularly pro it either, but if we're going to have one we'll bolt all this on," said the civil servant.   

"What we're saying is that ID cards could be helpful in terms of some of the things that we are going to do anyway."   

Identifying issues: student ID cards could be in use years before national ones Photograph: Peter Macdiarmid/PA   
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Some occupations understandably attract fraudsters. Airline pilots, aristocrats, army officers, doctors, spies and even clergymen have all appealed to conmen, but it is hard to imagine why someone might want to pass themselves off as a further education college lecturer. Only the most severely misinformed con merchant could be lured by the pay.  

So why did the education secretary, Charles Clarke, suggest that a national identity card would help to curb the numbers of people trying to get jobs in further education under false pretences?  

This curious proposition came in an advance summary of the case he would be making to the Commons home affairs select committee in support of a national ID card. It would potentially reduce "financial and identity fraud in gaining entry to and working in education and training . . ."  

That was not all. A card would help "identify and prevent fraud and false representation and multiple applications in applying to FEIs [further education institutions] . . . and in accessing student finance".  

Calls around the sector met general bafflement at the suggestion that there were people bothering to grow beards and falsify their papers to get jobs in colleges. And none realised there was a problem of people using aliases to make numerous applications to be further education students.  

"I thought there was quite the opposite problem of not being able to get enough students to enrol," said one college finance officer. He added that it was known that in September some 16-year-olds applied to two or more colleges at once merely to see which one they liked the best, sticking with one and junking the others.  

"It sounds to me," commented another, "like a solution looking for a problem. He is trying to talk up the case for a national ID card."  

When Clarke actually gave his spoken evidence he revealed that there was no urgent need to investigate people "coming into publicly-funded colleges who are not entitled". It is true, though, that his department has been jumpy about fraud ever since the costly fiasco of the individual learning accounts (ILAs). Any new policy being framed in the education department involving possible loss of money is now tested to destruction by officials.  

"Small workshops are set up in the department to spend half a day trying to bust a new system," said one civil servant. "On stuff like the education maintenance allowances they are so, so anxious to avoid anything like the ILAs."  

In particular, the education maintenance allowances (Emas), which are finally to be rolled out nationally in September after five years of pilots, have had this treatment, and the conclusion is that they are pretty fraud-proof: "All we could think of was a lecturer working at a location remote from a main college site who invented a group of students and claimed Emas for all of them, having fraudulently filled in forms on all their families' incomes and set up bank accounts for all of them. It would be a hell of a risk for, say, pounds 500 a week."  

But this could all become academic when, as looks likely, the DfES introduces what will in effect be its own ID card. This autumn it is set to pilot its "unique learner number" (ULN) idea in a couple of regions, along with other proposals from last summer's skills white paper. A full-blown scheme is likely within the next two to three years if ministers give the go-ahead, which would mean education ID cards becoming a reality long before any national Home Office creation. Not that the education secretary described his department's plan for ULNs in such bald terms.  

"I do believe we are moving into a situation . . . where we are trying to focus much more on the support which the system can give to an individual learner, and the various projects I have described about the unique learner identity project and the way in which we view post-16 education and so on are designed to get a system that gives the individual more identity and more focus in the way that a service like education [is] provided and, in that, it is important to know about an individual and their achievement to be able to do that."  

That is partly how the skills strategy floated the ULN idea. In a basic version, a ULN could "provide a simple common identifier, reducing bureaucracy for learners". The paper also revealed that officials were considering "more sophisticated models" in the longer term. At its most advanced, a ULN could be "an integral part of a learner database containing up-to- date information that can be accessed by a wide mix of learning providers and learners themselves".  

Last summer officials admitted that some form of ULN that recorded an individual's educational qualifications would be vital to prevent people taking fraudulent advantage of the scheme, to be piloted next year, to provide free tuition towards a first level 2 qualification. There is no guarantee that an offer of free GCSE courses will tempt the target group, but it will appeal to those who already enjoy evening classes.  

The answer, according to a civil servant close to the project, is to give everyone a ULN, which would probably be stored on a card together with such information as a person's qualifications, course aims, employment situation and possibly income details. The cards would be linked to a "data warehouse", a virtual location "where everything will be put together and you can match individual and aggregate level data and you can start to have a ULN that can assess entitlement".  

He said officials have been looking at several models of a system. It has been realised that the most advanced concept mentioned in the white paper, a full, de luxe version offering immediate real-time access to data for colleges, the Learning and Skills Council and DfES, among others, could cost "billions". "You might get something almost as good for a lot less."  

The most sophisticated system would allow any agencies permitted to do so "to track what happens to people, matching what work they end up in, what their earnings are".  

Finally, policy makers could establish the clearest calculations of the rates of return people get for particular qualifications. Employers might be able to buy data equipment to read details of individuals' qualifications and previous periods of employment and unemployment, which would help defray costs.  

Officials recognise that many people could feel uncomfortable about some data, such as periods of unemployment, being available to the government, let alone other organisations. Officials from Whitehall's data protection unit advise the ULN working party on such issues.  

ULN could start recording individuals' educational attainments at 16 within a couple of years. Awarding bodies would automatically transmit these to the data warehouse.  

Would the system record the youthful scrapes that might be put on a college or school's own student records? "Youthful misdemeanours would not be recorded unless they were of a serious or criminal nature."  

How to deal with error is a big stumbling block to the scheme's progress. Everyone knows the huge problems of rectifying false personal information once it gets on to a system. "We'd have to have some protection stuff in place to enable people to correct records. We're doing some feasibility work now about what we might do . . . one of the barriers to overcome is how to rectify mistakes."  

Whatever Clarke says, his officials are neutral on the national ID card idea. "Our view is that we can do this without a national ID card. It doesn't mean we're anti it - we're not particularly pro it either, but if we're going to have one we'll bolt all this on," said the civil servant.  

"What we're saying is that ID cards could be helpful in terms of some of the things that we are going to do anyway."  
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INLAND REVENUE staff were implicated in more than one in three court cases brought by the taxman last year. According to the Revenue's annual report, criminal prosecutions were brought against 77 people last year, of whom 27 were either taxmen or working in cahoots with Revenue officials. The Government would not provide further details of the staff prosecutions, but accountants believe the offences included fiddling travel expenses, abusing the tax credit system and selling on personal information about taxpayers, including celebrities. Accountants suspect that a large proportion of the prosecutions relate to tax credits. "Tax credits are an accident waiting to happen in terms of fraud," said Mike Warburton, a partner at Grant Thornton, the accountants.   

 "The system is complicated and is an invitation for the Arthur Daleys of this world to create claims for children or people who don't exist." Four years ago the Revenue suspended Individual Learning Accounts, which enabled taxpayers to apply for tax relief to fund training courses, because 10 per cent were found to be fraudulent. Warburton said a similar percentage was likely for tax credit fraud. Anita Monteith of the Institute of Chartered Accountants said: "It is commendable that the Revenue prosecutes these people. I would suspect that quite a few of these instances involve misuse of information in breach of the Official Secrets Act." According to a Revenue spokesman, members of staff were always prosecuted if they were suspected of fraud or misuse of information. "We don't prosecute in most tax fraud cases, but we make an exception of our own staff," he said. Last month a court ordered John Fidler, a former taxman, to pay back pounds 154,654 to the Revenue. Over a four-year period he obtained pounds 260,154 by issuing repayment cheques to a number of bogus identities.   
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The award of a Pounds 177.5m government schools contract to Capita provoked fury from teachers yesterday, with unions calling for a parliamentary inquiry into the role of private companies in state education. The contract covers the management and training of teachers trying to meet some of Labour's most challenging targets - to improve the motivation of young teenagers and ensure more 11-year-olds can read, write and add up, for example. 

Classroom unions said previous Capita-run schemes that had run into difficulty should have ruled the company out. They cited delays in checking teachers for criminal records in 2002, and Individual Learning Accounts, a flagship adult learning initiative that was cancelled because of Pounds 100m of fraud and abuse. 

But ministers said the listed service provider had won the contract under strict criteria. Miranda Green  

The age gap: Ministers paying attention to older learners? There must be an election looming, says Peter Kingston   
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Thanks to the efforts of a certain popular comedian, Norwich spells naff for many people who have never been there. This slur is hardly going to be put right by a meeting that took place there early this year between the local MP and a few constituents. But the results of that encounter may well earn the East Anglian city a footnote in education history in the same way that Warwick now looks like going down in trade union lore.   

It was at this meeting that the education secretary, and Norwich South MP, Charles Clarke, listened to some uncomfortable facts about the need for the government to put more resources into education and training for older people. He was reportedly struck by what he was told and subsequently instructed officials at the Department for Education and Skills (DfES) to search for creative solutions to the problems.   

The submission made to Clarke by the small group from the local branch of Age Concern was three-pronged. First, they told him the upper age limit of 54 for taking out a student loan was indefensible - not a new proposition.   

Second, they told him the government's education policies, not least its skills strategy, would be vulnerable to legal challenge when the EU directive on age discrimination comes into force in this country in October 2006.   

And third, they reminded him of the demographic future. The government has no option economically but to realign an education policy so entirely focused on the young, so that older people get a fair share of resources.   

What was unspoken was that a general election was hovering over the horizon. Though the under-30s get by far the largest portion of the education and training budget, when it comes to turning out to vote they are increasingly ungrateful. Older people are much more likely to vote, and their numbers are expanding.   

On the upper age limit, it looks as though the cap may at some undetermined date be lifted. A working group of representatives from Age Concern, the NUS, universities, the Student Loans Company, student advice services and civil servants met last week to wrestle with the issue.   

The age cap was set when the Tories introduced the loan scheme and it was decided that an individual's student loan debt would be wiped out at 65, said David Harrop, Age Concern's education and training officer. "We've argued that that is no longer necessary because, under the recent higher education act and accompanying legislation, the debt lasts 25 years. Most people pay it back in about 13 or 14 years."   

The working group has set another date to meet. Nothing was finalised but it seems the government might lift the cap when it has a foolproof way of avoiding exposure to big losses. DfES officials don't want another individual learning accounts-type scandal.   

Access for the 55-pluses to the loan scheme is perhaps the least of the three issues. Only about 2,000 people over 54 are at university, said Harrop, though civil servants might fear an explosion in growth if the cap were lifted.   

On the other points, there has also been movement. Two weeks ago, Niace, the National Institution for Adult and Continuing Education, staged a seminar at the DfES's behest with the aim of informing it on the government's performance since 1997 on older people's issues. A briefing paper from Niace looked at the key statements and policy directives from the past six years, assessing each on how far older people were considered.   

This told a story of reports, papers and initiatives that acknowledged the importance of learning for the over-50s. It included government statistics on age profiles on courses: in 2002-03, for instance, a quarter of those on learndirect courses were over 50 ; two-thirds of those involved in the Union Learning Fund were 41 to 60.   

The government said the intention to make a first level 2 qualification - five GCSEs or their equivalent - a universal entitlement would benefit older people. Despite this, an Age Concern report in January this year concluded that older people were least likely to benefit from employer-provided vocational training and education.   

A recent report by the National Audit Office concluded that although more older people had recently taken part in studying, they continued to show relatively low levels of participation in most training and education, which they need to compete more effectively in the labour market.   

A "turning point in government realisation that trends in employment, retirement and life expectancy were unsustainable" came in Winning the Generation Game, a 2000 report by the Cabinet Office's performance and innovation unit (PIU).   

This reckoned that pounds 16bn a year was lost in GDP, plus pounds 3bn-5bn from the public purse in extra benefits and lost taxes, through the absence of 2.8 million people between 50 and 65 from employment and volunteering.   

The government's recent clarification on how last year's skills strategy is to pan out shows everything is even more skewed to the 16-30 age group - even the level 2 entitlement, said Patrick Gratton of the Third Age Employment Network: "The current pattern of training and qualifications bears little relationship to the profile of adults without level 2 qualifications."   

In 2002-03, of the 247,000 working-age adults who got a level 2 qualification, just 42,000 (17%) were over 40. Of the estimated 6 million adults without a level 2.4m (66%) are over 40.   

What is likely to bring about change is demography, and any government pleas that people should defer taking up a state pension and work until 70. Then, runs one argument, an age group which is the most underskilled will expect as much support as the under-30s, if not more.   

So, what will the DfES do? First, it will use the material it is gathering from Niace et al to feed into a wider government review led by the Department of Work and Pensions. That is due to report to the cabinet sub-committee on older people in the new year. Until now, this group has apparently met rarely. That might change.   

Portable skills: a pub as backdrop for a goverment education scheme for older people in Kirkby Fleetham, North Yorkshire Kippa Matthews   
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One thing is for sure, Gordon Brown won't be sending copies of this book round as Christmas presents. Tom Bower is not celebrated for looking on the kindly side of his subjects; he gives the benefit of the doubt as sparingly as Silas Marner dishing out fivers at Christmas. I would hate to be given the Bower treatment. You'd keep saying: "No, that was meant to be a joke!" Or: "I only did that because he asked me to! I'm not really a monster!"  

Bower starts as he means to go on. Few people seem to have had a kind word for our chancellor. Even his brother is called in aid: John Brown told friends at university that Gordon was "boring, but very clever". Later he quotes a popular gag about the chancellor: "A man who can brighten a room just by leaving it". From a host of revealing anecdotes, we learn that, in 2000, Brown, Tony Blair and Robin Cook were so wrapped up in hatred of each other that they chartered three separate planes to fly themselves to a European summit in Lisbon. The great panjandrum of prudence had helped cost the taxpayer pounds 30,000.  

Brown's self-preening budgets are treated with almost throwaway contempt. Yes, inflation is low, but it is low around the world. Unemployment is also low, but that's because about one million healthy people are receiving invalidity benefits. Economic growth is substantially less than it was under John Major, our productivity remains hopeless, the balance of payments is worse than ever before, no one is saving, and Brown's raids on pensions have been so predatory that we are all going to spend our old age catching squirrels for the pot. It is a picture that the Tories would be delighted to paint, if they had the words or, come to that, the platform.  

In fact this is as much a polemic as it is a biography. Of 492 pages, only the first 42 are spent on Brown's life before he entered parliament. By page 141 he is walking into the Granita restaurant for that fraught meal with Tony Blair in May 1994. Here I feel considerable sympathy for Brown. He had always been the senior partner in the relationship, formed when the two men shared an office in 1983 and realised that they had the same view about what Labour had to do to rescue itself. Brown was the brains, the tough professional politician, battle-hardened in the hell men call the Scottish Labour party. Blair was an eager Islington lawyer.  

To realise suddenly that he had been outmanoeuvred, that he wouldn't be getting the ultimate prize, must have been as hurtful as it would for an eldest son to be told he wasn't going to inherit the house and land because his little brother looked better on television.  

According to Bower, the so-called "deal" at Granita was nothing of the sort. Blair merely said that, if he did become prime minister, he wouldn't be in the job for ever; after perhaps 10 years his old pal Gordon should get a chance. The bitter and inconsolable Brown seized on this as a cast-iron promise. Life for him must be like drinking a cup of gall that constantly refills itself.  

But there was a formal agreement at Granita, and it effectively made Brown co-premier - or as you might put it, prime minister (domestic affairs). His command of the Treasury spread out to all the other spending departments, where ministers discovered that they were working under his command. Attempts to plead over his head to Blair, now reduced to being prime minister (Iraq), failed because Blair had signed away too much of his authority.  

The book is full of instances where Brown simply ignores Blair, pursuing his own expensive and unworkable schemes. It's as if Billy Liar woke up to find that he really did run his own nation, and that his hare-brained ideas affected real people's lives. As one minister is reported to have said this week: "The Trea-sury is like Fallujah. We have no idea what's going on in there, we have no control over it, and all we know is that it's full of fundamentalists who are fanatically loyal to their leader."  

Little escapes Bower's gimlet and disapproving eye. Brown's relationship with Geoffrey Robinson, for example, as he scoffs lobster and champagne affordable because of Robinson's skilful use of tax havens. His instant revenge on any civil servant who raises objections to his plans - or who even furnishes statistics which did not prove Gordon right. The way he ploughed on with his favourite Individual Learning Accounts, even when the evidence of massive fraud was virtually forced down his throat.  

If a challenger to Brown emerges in the closing years of Blair's rule, they will certainly want to press copies of this book into the hands of the party electors. Which makes Bower's conclusion somewhat surprising. He finds much to praise in Brown's work; most people think it "fundamental and sustainable". When, in June this year, he became the country's longest-serving chancellor since the 19th century, "he had acquired an unchallenged reputation for personal competence." Will he ever become prime minister? Bower judges "probably, and deservedly, his bid will be successful" - though not, curiously enough, on the evidence in this book.  

Simon Hoggart's Punchlines: A Crash Course in English with John Prescott is published by Pocket books. To order Gordon Brown for pounds 18.40 with free UK p&p call Guardian book service on 0870 836 0875.  
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GORDON BROWN. By Tom Bower. HarperCollins Pounds 20 pp492  

If this is the real Gordon Brown, aspiring prime minister, there is no argument.  

According to Tom Bower, he is not fit for office. His character, temperament and competence are not suitable for the job. He might make an academic or a preacher, or an abrasive leader of Scotland in a poor year. But ruler of what he regards as mostly alien territory, Great Britain, never.  

Bower's study is a demolition job. To be sure, Brown does not ask for sympathy.  

Like many sons of the manse, he seems to possess a covenant to govern others. Shut in with his cronies, he sees the world as his enemy and opposition to his will as personal affront.  

Like most of Tony Blair's team, Brown came to government with little experience beyond student politics. During the shambolic transition from old Labour to new, Bower suggests, he metamorphosed from a leftist "erupting with fury" at Tory tax cuts to a friend of tycoons and a neo-Thatcherite. He reached the Commons in 1983 and there met his nemesis in Blair. Their marriage of convenience could only end in tears.  

This book is a history of those tears, of a man at once miserable, grudge bearing, withdrawn and personally chaotic. His gloom was such that he "brightened any room by leaving it", especially if it contained women, Englishmen, civil servants or Blairites. He hated publicity yet raged if it was unflattering. His aides were loyal but second-division (Charlie Whelan, Ed Balls, Nick Brown, Geoffrey Robinson) and easy meat for Blair's premier league of Peter Mandelson, Alastair Campbell and Anji Hunter.  

Is this the real Brown? The "psychological flaws" that Campbell ascribed to him are not the whole man, nor in themselves a disqualification from office. Many politicians are gauche and cold in their private lives. I have seen Brown perform, and he can be inspirational and funny, direct and relaxed. Thin skin may be unwise in a politician, but it is not unappealing.  

But Bower does not stop there. He sees Brown's egocentricity as leading to poor judgment of people and policies. He accepted hospitality and benefits in kind from Robinson, carousing in his Park Lane flat and then rewarding him with high office.  

When Robinson fell, Brown apparently excused and defended him to the Treasury.  

Even now his claim to the succession is based on some un-Presbyterian deal allegedly cut 10 years ago in Granita, an Islington bistro.  

Bower's main case is that Brown is not the best post-war chancellor, but one of the worst, a control freak and atrocious team player. His factionalism fed poison into the Blair administration from the start. He came to power with two ideas, to give the Bank of England control of interest rates and to stick to Tory spending targets. He deserves credit for both, but they hardly constitute seven years' hard labour.  

Brown's more important task, demanded at Granita, was total command of the domestic agenda. According to Bower, Blair honoured the agreement and Brown failed in it. Prudence became profligacy. Taxes soared. Scorning advice, Brown imposed dotty initiatives, many borrowed from America, on hapless ministers whom he deserted as the policies faltered. Hence the chaos on child benefit (Harriet Harman), pensions reform (Frank Field), railways (Stephen Byers), hospitals (Alan Milburn) and schools (Estelle Morris). Millions were wasted on individual learning accounts, a University of Industry, New Deal for jobs and five different tax credit schemes. A vendetta against Ken Livingstone on Tube privatisation wasted over Pounds 700m in fees alone.  

On this reading, Brown would hardly have lasted six months in a frontline department. When trouble looms he dives behind the Treasury arras, slamming doors and swearing revenge. Margaret Thatcher seems cuddly and open-minded in comparison. This year Brown blandly announced plans to cut 80,000 civil servants and save a staggering Pounds 21 billion, mostly on targetry he had insisted on.  

Bower's attack suffers one drawback: it is largely unsourced. The notes are inadequate, almost all from news cuttings. Some figures, such as that Labour spends less than the Tories on health and schools, need red book support. This would be less worrying if the case were not so one-sided. Lobby habits are well suited to diatribe but not to history.  

Yet the book is a serious indictment of Brown's claim to Downing Street. Since it was written, Blair has said he means to stay another five years, reflecting his belief that his old friend is not fit to succeed him. A Brown government could be like post-invasion Iraq, a swift disintegration into blood bath.  

Which leaves the question of whether Blair has the guts to cut short this clearly painful relationship. Who knows? Bower does not. But then who knows why this sensitive and secretive Scotsman should want a job that is certain to make him even more miserable?  

Available at the Sunday Times Books First price of Pounds 16 plus Pounds 2.25 p&p on 0870 165 8585  

(C) Times Newspapers Ltd, 2004   
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Gordon Brown 

by Tom Bower 

HarperCollins Pounds 20, 492 pages 

I once suggested to a close friend of Gordon Brown that the chancellor would be a much more attractive, stronger politician if he were not so obsessed with politics. Had not Alastair Campbell, or whoever in 10 Downing Street coined the phrase, struck a nerve when he remarked that Brown was "psychologically flawed"? Ah, came the reply, ask yourself whether he could have achieved so much were he not so driven to succeed. There you have Brown: the intellectual architect of the Blair government, the most successful chancellor in Labour's history and a man held hostage to an explosive mix of personal ambition and political idealism. 

To be fair, ambition always jostles with high principle at this level of politics. What marks out the brooding Brown is the sheer intensity of both. Everyone knows that here is a politician as determined as any to change the world for the better and, above all, to improve the life chances of the poor and disadvantaged. But everyone knows too how personally cheated he feels by Tony Blair, how he forever glowers under that self-made cloud of thwarted ambition. For most of the past decade, the defining fact about Brown has been that he wants desperately to be prime minister. All too often his remarkable achievement in remaking Labour's economic policy has been lost to his own sense of failure. 

Tom Bower finds the roots of these contradictions in Brown's childhood. He was the son of a Presbyterian minister in Kirkcaldy, a grim industrial town across the Firth of Forth from Edinburgh. His father, John Brown, was a good friend of the poor in a region blighted by industrial poverty. Living in a manse, the son would later say, "You find out quickly about life and death and the meaning of poverty, injustice and unemployment." It was an upbringing, Bowers says, that also instilled a sharp sense of right and wrong - no moral relativism here - and of a duty to succeed. Hard work, the leitmotif both of Brown's personal approach to politics and of his social engineering to expand the opportunities of the poor, was a guiding principle of Presbyterian life. Gordon was an eager pupil, outshining his contemporaries at school and winning a place at Edinburgh university at the tender age of 16. Even then, Bower asserts, there was evidence of the dour seriousness that has defined his political career. His older brother, John, is quoted as saying of the 16-year-old Gordon: "He's boring but very clever." Within months, his determination was further tested when he lost the sight in one eye as a result of a rugby accident. Weeks in hospital lying with his eyes bandaged - the sight of the other was also at risk - served only to harden his ambition. 

It should be said that Bower's portrait of the man-who-would-be- prime-minister is not one shot through a sympathetic lens. The author's style is to choose as subjects villains who might be exposed, or heroes to be debunked. Tiny Rowland, Mohamed Fayed and Richard Branson have been among his previous targets. Nor does he leave his own politics - significantly to the right of the chancellor's - at the door. Thus the dust-jacket of this latest work declares with all due hyperbole: "This is the story of the unfolding demise of an inverted ideologue, campaigning against prejudice and privilege, who failed to understand the consequences of his ideals and unwittingly sabotaged his dream." 

Thankfully, it gets better over the succeeding 400-odd pages and, strangely, Bower almost warms to his subject. By the final chapter he finds himself concluding that Brown is likely to inherit the prize from Blair and, yes, he probably deserves it: "The power of the office might evoke hitherto unseen qualities to silence the critics and the cynics." For all that, readers should know that this is not an entirely objective study. 

The author was shunned by the chancellor himself, but he has prised open enough doors to capture some of the complexities of his subject. Thus he sets the ruthless determination against the acute vulnerability - this is a politician who time and again dominates the House of Commons, yet one insecure enough to retreat from serious intellectual engagement with his officials at the Treasury. "Warm and amusing in private", as Bower puts it, and with a "laddish" love of football, Brown is also socially awkward. A man without small talk, he is at pains to avoid unexpected encounters. As for those who challenge his judgments, his "insecurity is buried beneath bellicosity". 

Bower tells how much of the nation's economic policy in recent years has been shaped not in No 11 Downing Street but at the flat rented by the millionaire Labour MP Geoffrey Robinson in London's Grosvenor House hotel. In the early years, the "hotel club", as it became known in the Treasury, saw the small coterie of Brown, Robinson, his chief economic adviser Ed Balls, his press secretary Charlie Whelan and one or two acolytes rewrite the rules of Britain's economic policy. The Treasury mandarins soon learned that Brown trusted no one outside his inner circle and that their task was not to help shape decisions but simply to implement them. 

In this world divided into friends and enemies, Bower has clearly talked to many of the senior officials who became disaffected as a consequence. He recounts in great detail the internal Treasury arguments and the mistakes made over tax credits for the poor, Railtrack, pensions policy and individual learning accounts. He provides too a fascinating insight into Brown's ruthless treatment of Derek Wanless, the former banker commissioned to write a report on the future of the health service. Although the Wanless study subsequently became the platform for Brown's huge investment in the NHS, Brown chose only those parts of the report that suited his preconceptions. 

The central strand of the narrative, though, is Brown's relationship with Blair - once that of inseparable friends, but since 1994 one of increasingly bitter rivalry. The account of the so-called Granita deal, which saw Brown step aside for the younger Blair after the death of John Smith, is persuasive. So too are the observations on the running power-struggle between Nos 10 and 11 - with Brown going to extraordinary lengths to lock Blair out of essential decisions on economic policy and to wreck the prime minister's hopes of joining the euro. He is less convincing about the more recent twists and turns in this turbulent political marriage - whether Blair promised to stand down this year, why Brown held back at the 11th hour from seeking to topple the prime minister, the chancellor's growing isolation in the cabinet. 

Bower might have done more to explore the ideological differences between a prime minister whose instincts are those of the English middle classes, more a 19th-century Liberal than a Labour politician, and a chancellor whose principles remain rooted in the traditions and ideals of the Labour party in which he grew up. Between them these two men have presided over the most successful period in their party's history. But you have to wonder how much more they might have done had their relationship not been so badly scarred by rivalry and mutual deception. The odds still say that the chancellor will indeed at some point inherit the crown. It is a pity, then, that in his exploration of the darker side of Brown's character, Bower did not leave more room for the light. 

Philip Stephens is the author of "Tony Blair: The Price of Leadership" (Politico's Pounds 8.99).  
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Honk your horns if you are a fan of Capita. Silence? Well, that's hardly surprising. In terms of public image, the outsourcing company ranks somewhere between Railtrack and the British National Party. 

Capita's unhappy struggles in running a Criminal Records Bureau database and providing individual learning accounts were well documented. At times, the company was seen, perhaps unfairly, to represent the very worst excess of money-grabbing privatisation. 

So the company appeared an unlikely bedfellow for Ken Livingstone when London's mayor appointed it to run his congestion charging scheme in 2001. When pressed on the issue, Livingstone simply pointed out that the choice of operators was narrow. Although the pounds 5-a-day charge was a hit in discouraging motorists from entering London, the behind-the-scenes picture in its early days was messy. Calls went unanswered and errant motorists often went unpunished. 

So it will be a stunning turnaround if, as appears likely, the mayor not only extends Capita's pounds 280m five-year contract but also asks the company to take on the charge's western extension into Kensington. 

The reality is that Capita has cleaned up its act, with the help of an extra pounds 31m of public funds to improve enforcement. Call centres now appear to be populated, enforcement is up and high-profile complaints are few. 

Livingstone's decision to keep Capita proves, once more, that Red Ken can be a pragmatist. Who would have thought he would get on so well with both Capita and Richard Desmond?  
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Mayor's move shows his pragmatism 

Honk your horns if you are a fan of Capita. Silence? Well, that's hardly surprising. In terms of public image, the outsourcing company ranks somewhere between Railtrack and the British National Party. 

Capita's unhappy struggles in running a Criminal Records Bureau database and providing individual learning accounts were well documented. At times, the company was seen, perhaps unfairly, to represent the very worst excess of money-grabbing privatisation. 

So the company appeared an unlikely bedfellow for Ken Livingstone when London's mayor appointed it to run his congestion charging scheme in 2001. When pressed on the issue, Livingstone simply pointed out that the choice of operators was narrow. Although the pounds 5-a-day charge was a hit in discouraging motorists from entering London, the behind-the-scenes picture in its early days was messy. Calls went unanswered and errant motorists often went unpunished. 

So it will be a stunning turnaround if, as appears likely, the mayor not only extends Capita's pounds 280m five-year contract but also asks the company to take on the charge's western extension into Kensington. 

The reality is that Capita has cleaned up its act, with the help of an extra pounds 31m of public funds to improve enforcement. Call centres now appear to be populated, enforcement is up and high-profile complaints are few. 

Livingstone's decision to keep Capita proves, once more, that Red Ken can be a pragmatist. Who would have thought he would get on so well with both Capita and Richard Desmond? 

Last word 

London's mayor can, however, still unsettle us with his politically charged decrees - as he did yesterday, intervening in the battle between Associated Newspapers and the owner of the Express. 

Here we have a commercial contract between a publisher (Associated) and the London Underground to distribute a newspaper (Metro) - itself subject to a regulatory enquiry - which Livingstone says will simply be torn up. 

"Transport for London . . . will be taking appropriate action to bring about the distribution of a free afternoon newspaper on the tube. This will include resolving the long-running Office of Fair Trading investigation negotiating appropriate changes to the agreement with Associated and preparing an advertisement inviting bids from newspaper organisations," a statement declared. 

Londoners may well be itching for an extra freesheet to leave scattered on carriage floors on the way home, as Livingstone believes. And since the OFT has taken 20 months to decide if the exclusivity of the Associated/Underground deal is anti-competitive, we should perhaps welcome anything that determines the matter. 

But given Livingstone's open antipathy towards Associated's titles - detailed in Media Business, p22 - few will believe his action now is anything but personally motivated - a payback, possibly, for the trenchant editorial stance Associated's Evening Standard has taken against the mayor himself and Transport for London in general. 

As recently as Tuesday, for example, the Standard ran a fuming comment piece by "one angry and frustrated traveller," Melanie McDonagh, who asked: "Can commuters believe a word the mayor says?" Perhaps, for Livingstone, this was the final straw. 

As chairman of Transport for London, Livingstone heads a large commercial operation, albeit one that is state-owned. His position hardly differs from that of the chairman of any large business listed on the stock market and answerable to shareholders. How would it look, for example, if Ken Morrison took exception to editorial coverage of himself in these pages and banned distribution of this newspaper through Morrisons stores? Unless you own the business outright, any wielding of commercial power for personal or political ends, smacks of bad governance. 

No food for thought 

So, after years of serving up haute cuisine to the great and the good, Marco Pierre White, the Michelin-starred chef, is to turn his hand to branded grub for the masses, cashing in on his fame. 

He points to successes enjoyed by sauces and cakes endorsed by Lloyd Grossman and Jane Asher as an exam ple of the riches in wait. But let's take a closer look at this new enterprise, which is to be reversed into an Aim-listed shell giving it a market value of pounds 14m. The board is to be chaired by the serial entrepreneur Richard Thompson, with Corvus holding a 40% stake. Corvus, is the Aim-listed investment vehicle of Andrew Regan, one of Britain's more controversial businessmen and an old pal of Marco Pierre White. 

Beyond the investors and celebs, however, there appears to be precious little else to the firm - certainly nothing to merit a pounds 14m value. No factories, no deals with supermarkets or suppliers, and, er, no fully developed products. 

This, Regan and others promise, is all about to change. The appointment of a chief executive is on the way and other acquisitions are being sought. That said, it is difficult to see the project as much more than a celebrity chef's pipe dream, supported by the talismanic presence of Regan dominating the share register.  
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The children's minister, Margaret Hodge, yesterday rejected claims that a planned computerised database of details on every child in England could become another costly government IT failure. 

Dismissing suggestions that the project could cost pounds 1bn as "absurd", Mrs Hodge told a committee of MPs that she would not issue the contract until she was convinced the deal was appropriate. 

In a personal assurance, Mrs Hodge said: "We won't move until I am certain this is not going to be an IT disaster but it will be a good information tool." 

The cost of the scheme would be "in the very low hundreds of millions", she told the Commons education and skills select committee, though she declined to give a precise figure because the contract has still to be put out to tender. 

Government IT projects have a troubled track record: the cost of the new NHS computer network, the world's biggest civil IT programme, could exceed pounds 30bn, five times the original cost announced by the government. 

Barry Sheerman, chairman of the committee, said the Department for Education and Skills had its share of troubled IT projects. The individual learning accounts project, a voucher scheme, collapsed amid fraud of pounds 100m. Lucy Ward  
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The children's minister, Margaret Hodge, yesterday rejected claims that a planned computerised database of details on every child in England could become another costly government IT failure. 

Dismissing suggestions that the project could cost pounds 1bn as "absurd", Mrs Hodge told a committee of MPs that she would not issue the contract until she was convinced the deal was appropriate. 

In a personal assurance, Mrs Hodge said: "We won't move until I am certain this is not going to be an IT disaster but it will be a good information tool." 

The cost of the scheme would be "in the very low hundreds of millions", she told the Commons education and skills select committee, though she declined to give a precise figure because the contract has still to be put out to tender. 

Government IT projects have a troubled track record: the cost of the new NHS computer network, the world's biggest civil IT programme, could exceed pounds 30bn, five times the original cost announced by the government. 

Barry Sheerman, chairman of the committee, said the Department for Education and Skills had its share of troubled IT projects. The individual learning accounts project, a voucher scheme, collapsed amid fraud of pounds 100m.  

Glitches and botched jobs that blighted an IT giant [CORRECTED]  

Nic Hopkins  

435 words

Publication date: 3 March 2005

Source: The Times

Page: 2

(c) 2005 Times Newspapers Limited. All rights reserved  

IF Electronic Data Systems were a battleship, of the kind it will support under its new MoD contract, it would have come perilously close to sinking over the past two years.  

The world's second-largest IT outfit has been hit by broadsides from clients such as the Inland Revenue, the Child Support Agency and the US Navy over botched contracts.  

EDS, founded by Ross Perot, the billionaire former US presidential candidate, was the largest IT services provider to the Government until it lost a Pounds 350 million-a-year Inland Revenue contract to IBM after last year's introduction of a new tax credits system was blighted by glitches.  

Dawn Primarolo, the Paymaster General, said the system had performed so poorly that the Revenue was seeking to recover "additional business costs which are attributable to the failings of the IT services".  

Less than a year earlier, EDS had presided over glitches and delays on a Pounds 450 million computer system for the Child Support Agency. Doug Smith, the CSA's chief executive, said that problems that left single parents short of Pounds 750 million "start and end" with EDS's computer system.  

But most damaging was an $8 billion (Pounds 3.6 billion) US Navy contract.  

Problems caused EDS to issue a profits warning in 2003 and its share price fell by 75 per cent.  

But EDS is not alone in botching big IT contracts. Analysts estimate that in eight years more than Pounds 1.5 billion of public money has been wasted. Among the worst cases were:  

*The Pathway project, undertaken by Fujitsu's ICL, scrapped in 1999 after Pounds 700 million had been spent.  

*A Pounds 350 million air traffic control system at Swanwick in 1999, implemented by Lockheed Martin, ran more than Pounds 120 million over budget.  

*The National Insurance Payment System 2, completed by Accenture in 2001, ended up an estimated Pounds 90 million over budget.  

*The Individual Learning Accounts scheme, created by Capita in 2001, cost Pounds 93 million -about Pounds 50 million over budget. It was scrapped after it was hacked into.  

*An Pounds 80 million asylum-seekers processing system by Siemens was on budget but was scrapped in 2001 when fundamental flaws were found.  

(c) Times Newspapers Ltd, 2005   
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CALL me a sad fantasist, but indulge me a moment and try to imagine this too: a world in which Michael Howard's and John Reid's media circus of sick NHS patients was relegated to the inside pages, and splashed across the top of every news report was the House of Commons Select Committee on Education and Skills Third Report, on the UK e-university.  

Hard to imagine, it's true. The report runs to tens of thousands of words. Even the title is too long for a headline. And where are the attention-swivelling pictures? The supportive family, the worried dad, the nettled politician, the tears of joy or anguish? Hard enough to imagine an attention-swivelling photo of an e-university student staring at a computer screen: even harder to imagine all the millions of students who, in the event, never bothered.  

How do we make this interesting? Well, I don't know what a pile of 50 million Pounds 1 coins would look like, but we could mock such a picture up, with the Eiffel Tower near by for scale. And beside it a snapshot of a plughole.  

Then a mugshot of Charles Clarke or Estelle Morris, or any education secretary we can call to mind since Tony Blair started wittering about "lifelong learning" and the "e-revolution" a decade ago. Then, lest slower readers miss the point, we could draw a big black arrow leading from the Pounds 50 million stash and going straight down the plughole.  

But already it's too late. The Education Select Committee's report was published two days ago, flitted across inside pages of newspapers -and was gone. Last week's news. Heck, what's 50 million quid down the drain, between friends?  

Another Thursday, another nonsense initiative binned. Ting, goes the Treasury cash register. Another Monday, another nonsense initiative unveiled: this week, I see, Tony Blair is promising "one-to-one" teaching for children in school, an initiative for which the cash register is not even going to be opened.  

Some political movements go with a bang, like Thatcher's; some with a whimper, like Major's. Tony Blair's is just fizzling out. The Fizzle Out Factor -the big FOF -looks like characterising new Labour. Strain your ears in the still of the night and you can hear a hundred initiatives, like so many dying party balloons, fizzling out.  

Did you really suppose, when, in 1999 at his party conference in Bournemouth, Tony Blair said "Within two years anyone will be able to see an NHS dentist, just by phoning NHS Direct" this was meant to mean that within two years anyone would be able to see an NHS dentist just by phoning NHS Direct? Get a life, pedant.  

But until I get a life I will carry on taking an eccentric interest in the promises Mr Blair and his crew make. In this case the Select Committee on Education and Skills has done my work for me. So let's be seriously boring, and see what they found.  

"The UK e-University project was effectively wound up last year...having spent Pounds 50 million of public money but having succeeded only in attracting 900 students." More money per student than Oxbridge.  

They found that even in its first year (there never was a second) the e university attracted only a sixth of the numbers projected. They found that "the project failed to form effective partnerships with, or gain significant investment from, the private sector".  

They found that the reason for this was that "there was no formal market research undertaken to assess either the level of demand or the nature of the demand and the type of e-learning required".  

They found that the UK-e-U's private-sector management carried on paying themselves exceedingly well as the project ran palpably into the sand. The chief executive was paid a "performance-related bonus" of Pounds 44,914. "Wholly unacceptable and morally indefensible," the report said.  

"We are also unable to accept the view of the chairman and chief executive that they were involved in a risk business...The company...carried no market risk. It was backed with Pounds 50 million of public money; the risk was to that public investment, not to the company." The select committee, in short, found a lot. But its most important finding is unvoiced. Perhaps in the minds of the kind of people (MPs) from whose ranks ministers are recruited, it sat a little uncomfortably.  

Politicians -yes, politicians -were wholly to blame for this debacle. If you have a shallow, posturing idea; if you think it will play well with the media and the voters; if -desperate to "deliver" on other ideas such as getting 50 per cent of school-leavers into higher education fast -you franchise your idea out to the private sector while relieving them of the irksome business of risking their own money; and if you then return to your grandstanding and look the other way...  

then what do you expect?  

The private sector is not a registered charity. A new Labour minister with an urgent need to deliver on a crazy pledge is something British business can see coming from the other end of Victoria Street. Its implausibility is not its problem. Whimpering that the CEO was greedy misses the point.  

All politicians and governments have a weakness for seeking attention with jazzy ideas whose implementation they have not properly thought through, but with the present Government it is a full-blown addiction. As the howling question of what he and his Government are actually for gnaws at Tony Blair's soul, a pale Prime Minister reaches again for the needle, with weary, shaking hand. One more fix. And still the mob jeers. And, each time, the rush seems shorter. Each eye-catching initiative dies faster than the last.  

The demise of an old friend such as the e-university puts us in mind of other old mates we haven't seen recently. How is the University for Industry doing, Gordon? Remember those speeches about "lifelong learning" and the "individual learning account"? No? Maybe Tony does ...  

"I am also passionately committed to the idea that education must be available throughout people's lives...Only last week, the IPPR published plans to make a reality of the exciting idea of a University for Industry, with people using Individual Learning Accounts to fund lifelong learning ..."  

Nine years old, that speech at Ruskin College. Remember Gordon's Budget pledge, and the continual delays in the actual launch of the "UfI..."?  

And now (puzzlingly, given the fanfare) I read: "the University for Industry will not be a learning provider. Instead it will act as: an endorser of other providers ... encouraging them to fill gaps...commissioning material as necessary, a broker ..."  

Are you thinking what I'm thinking? So farewell, then, UfI. You had a softer landing than UK-e-U.  

Remember NHSU? Stumped? The National Health Service University, silly! "Health Secretary Alan Milburn this week unveiled an ambitious plan to create a National Health Service University by 2003...Mr Milburn said: 'Every nurse and every doctor, every cleaner and every therapist ...' " (etc)..."The university will be modelled on successful corporate universities in the UK and elsewhere and will be delivered as a partnership between the NHS, existing universities and the private sector. We envisage the university being used by 100,000 NHS staff."  

How goes our old friend, the NHSU, Alan? I only ask because I've just Googled by mistake into an archive: a two-year-old French news report: "Tony Blair inaugure l'NHSU (National Health Service University) "Lors de l'inauguration de la NHSU, Tony Blair a declare qu'elle serait la plus grande universite du monde. Cette universite s'adresse a l'ensemble du personnel de la sante qui represente donc plus d'un million d'etudiants potentials ..."  

Plus ca change. Plus ca fizzle out.  

(c) Times Newspapers Ltd, 2005   
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Soon it will be the season of the manifestos. Labour has had a habit of announcing big measures to support lifelong learning in its manifestos. Like the University for Industry and the short-lived Individual Learning Accounts in the 1997 manifesto, a National Health Service University was promised in 2001 "to contribute to radical change and improvement in health and social care through transformation".   

Alas, the NHSU, as it rapidly became (to avoid squabbles about the meaning of the word university), is one of the initiatives that has fallen almost before it has been given the chance to get started. The commitment to create it was widely acclaimed. The NHSU was to be a corporate university for Europe's largest workforce, in recognition that education and training were central to healthcare improvement.   

The health service has always invested an impressive amount of money in the development of staff, at least when compared with the education sector's investment in workplace development. Yet that investment has been concentrated on clinical staff and managers, with the less well-paid half of NHS staff getting less than two days' training a year. The NHSU was set up to change that.   

A key task was to make sure that everyone working in health and social care enjoyed good basic skills. That makes sense to patient care - a mistaken reading of a prescription, or difficulties in working out volumes can have devastating consequences to patients' health. The NHSU aimed to develop ladders of opportunity for professional upgrading to help ensure that the talents of the health and care sector workers were not wasted because the building blocks of career opportunity were not there. Learning had a role to play for everyone; cleaner and care assistant as well as clinician and anaesthetist.   

It has been open just 18 months, but is to be summarily reorganised out of existence. In its place, the NHS proposes to establish an NHS Institute for Learning, Skills and Innovation - which will bring together the NHSU, the Modernisation Agency, the Leadership Centre and a proposed new national innovation centre. It is true that in its short life the NHSU attracted controversy, as established universities policed the boundaries of their established roles in clinical education. Yet the arguments ignored its vital role in widening participation: opening learning to thousands of workers who had had no such opportunity since school. As Baroness Gardner commented in the Lords: "Is it not strange that, having included it in a manifesto, given it a brief life, the government are now killing it off before the next manifesto is published?"   

It is not as if the NHSU has wasted time; almost 30,000 people have already taken its courses. In particular, it has started to equip all staff with the literacy, language and numeracy skills needed for a modern health and care service, with well-designed programmes, high-quality materials and a central commitment to releasing potential. It has been an important contributor to the government's health strategy and its campaign to make literacy numeracy and language skills a right for every adult.   

In response to disquiet from MPs John Hutton, the health minister, offers reassurance: "We remain totally committed to the principles that gave rise to the idea of the NHSU, in particular widening access to training and education to all NHS staff." However, he goes on: "We need to deliver them in a way that responds to the needs of today's NHS. The new organisation will spearhead this work." Further reassurance is offered, with the announcement that Bob Fryer, the founding chief executive of the NHSU, is to take up a new post as director for widening participation in the Department of Health, charged, as the press release announcing the appointment made clear, with "spearheading a major programme to broaden participation".   

All well and good. But the new remit of the successor institute fails to mention learning as a key focus for its work. It is not to be a provider, so it is unclear where the ground-breaking role of the literacy, language and numeracy provision will sit from this summer. And it is not clear what budgets will be available for widening participation. If provision is to revert to the strategic health authorities, there is no guarantee that the good will prevail over the inadequate, little prospect that there will be step changes to the quality and quantity of provision, and every chance that the same old fragmented approach the NHSU was set up to overcome will carry on. Far from widening participation, that risks narrowing it. Every re-organisation involves risks - things get lost on the way, and the worry here is that the needs of the least qualified will lose out. In my view, a little more patience with the NHSU would have repaid the government handsomely.   

Labour's next manifesto may include another big idea - a Union Academy - building on the success of the union learning representatives in stimulating demand for learning. If it is included, and the government is re-elected, perhaps, unlike the NHSU, it will be given time to grow.   

Alan Tuckett is director of Niace, the National Institute of Adult Continuing Education   
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Soon it will be the season of the manifestos. Labour has had a habit of announcing big measures to support lifelong learning in its manifestos. Like the University for Industry and the short-lived Individual Learning Accounts in the 1997 manifesto, a National Health Service University was promised in 2001 "to contribute to radical change and improvement in health and social care through transformation".  

Alas, the NHSU, as it rapidly became (to avoid squabbles about the meaning of the word university), is one of the initiatives that has fallen almost before it has been given the chance to get started. The commitment to create it was widely acclaimed. The NHSU was to be a corporate university for Europe's largest workforce, in recognition that education and training were central to healthcare improvement.  

The health service has always invested an impressive amount of money in the development of staff, at least when compared with the education sector's investment in workplace development. Yet that investment has been concentrated on clinical staff and managers, with the less well-paid half of NHS staff getting less than two days' training a year. The NHSU was set up to change that.  

A key task was to make sure that everyone working in health and social care enjoyed good basic skills. That makes sense to patient care - a mistaken reading of a prescription, or difficulties in working out volumes can have devastating consequences to patients' health. The NHSU aimed to develop ladders of opportunity for professional upgrading to help ensure that the talents of the health and care sector workers were not wasted because the building blocks of career opportunity were not there. Learning had a role to play for everyone; cleaner and care assistant as well as clinician and anaesthetist.  

It has been open just 18 months, but is to be summarily reorganised out of existence. In its place, the NHS proposes to establish an NHS Institute for Learning, Skills and Innovation - which will bring together the NHSU, the Modernisation Agency, the Leadership Centre and a proposed new national innovation centre. It is true that in its short life the NHSU attracted controversy, as established universities policed the boundaries of their established roles in clinical education. Yet the arguments ignored its vital role in widening participation: opening learning to thousands of workers who had had no such opportunity since school. As Baroness Gardner commented in the Lords: "Is it not strange that, having included it in a manifesto, given it a brief life, the government are now killing it off before the next manifesto is published?"  

It is not as if the NHSU has wasted time; almost 30,000 people have already taken its courses. In particular, it has started to equip all staff with the literacy, language and numeracy skills needed for a modern health and care service, with well-designed programmes, high-quality materials and a central commitment to releasing potential. It has been an important contributor to the government's health strategy and its campaign to make literacy numeracy and language skills a right for every adult.  

In response to disquiet from MPs John Hutton, the health minister, offers reassurance: "We remain totally committed to the principles that gave rise to the idea of the NHSU, in particular widening access to training and education to all NHS staff." However, he goes on: "We need to deliver them in a way that responds to the needs of today's NHS. The new organisation will spearhead this work." Further reassurance is offered, with the announcement that Bob Fryer, the founding chief executive of the NHSU, is to take up a new post as director for widening participation in the Department of Health, charged, as the press release announcing the appointment made clear, with "spearheading a major programme to broaden participation".  

All well and good. But the new remit of the successor institute fails to mention learning as a key focus for its work. It is not to be a provider, so it is unclear where the ground-breaking role of the literacy, language and numeracy provision will sit from this summer. And it is not clear what budgets will be available for widening participation. If provision is to revert to the strategic health authorities, there is no guarantee that the good will prevail over the inadequate, little prospect that there will be step changes to the quality and quantity of provision, and every chance that the same old fragmented approach the NHSU was set up to overcome will carry on. Far from widening participation, that risks narrowing it. Every re-organisation involves risks - things get lost on the way, and the worry here is that the needs of the least qualified will lose out. In my view, a little more patience with the NHSU would have repaid the government handsomely.  

Labour's next manifesto may include another big idea - a Union Academy - building on the success of the union learning representatives in stimulating demand for learning. If it is included, and the government is re-elected, perhaps, unlike the NHSU, it will be given time to grow.  

Alan Tuckett is director of Niace, the National Institute of Adult Continuing Education  
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THE boss of Capita, the company which runs London's congestion charge, has sold pounds 7.64m of shares, much of which he is understood to be using to complete a divorce settlement from his wife. Rod Aldridge, 57, the executive chairman who founded Capita 21 years ago, separated from his wife more than a year ago and is believed to be in the throes of a divorce. The pair have four children. A Capita spokesman would only say the sale was ``for a range of financial things. He's got some investments he wanted to make and some personal financial issues that he wanted to address.'' Capita said yesterday that Mr Aldridge had sold 2m shares on Thursday at an average price of 382p. The shares fell 8* to 376*p. He retains 15.8m shares, worth pounds 60m, including 550,000 held non-beneficially in a charitable trust.   

 The sale comes on top of the pounds 3.6m of shares Mr Aldridge sold in December and also follows the disposal of pounds 2.26m shares by Capita's chief executive Paul Pindar two weeks ago. Mr Pindar's sale was to pay off the mortgage on his London flat. The spokesman stressed both men still had ``very significant'' stakes. Mr Aldridge, who earned pounds 531,703 last year and exercised options worth pounds 1.72m, has built the business from a two-man operation to an employer of 23,500 people. Capita has been a major beneficiary of Labour's outsourcing but not without controversy. Its joint-venture with the Home Office to run the Criminal Records Bureau got off to such a bad start that schools had to be closed, while MPs said Capita had displayed ``considerable shortcomings'' in the Individual Learning Accounts fiasco.   
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She probably thinks the universities are sorted. After the alarms of the tuition fees bill, when the government had to fight tooth and nail to preserve its majority by five votes, Ruth Kelly, restored as education secretary, and her new ministerial team could be forgiven for thinking that's enough higher education for the time being.   

Education ministers will be looking over their shoulders to please Gordon Brown and second-guess his education preferences. From what we know so far, he is keen on early years education - small John Brown will be a daily reminder - and science (which is better news for universities). Further education colleges are optimistic because of his support for educational mainte nance allowances and vocational training, but the Department for Education and Skills (DfES) may well feel universities and Tony Blair's target of 50% participation are no longer top priorities.   

But while the issue of top-up fees didn't get much play in the media during the election campaign, it does appear to have hurt Labour on polling day in university towns. Cambridge went from Labour to Lib Dem on a 15% swing, Manchester Withington went the same way on a 17% swing, shifts that can't just be explained by Iraq. The first task for Kelly and her team in higher education is to start selling top-up fees to the public in a way that the government has singularly failed to do so far. Many students and parents still seem to imagine they will have to find pounds 3,000 before being allowed on to campus - ignorance cynically stoked by the Lib Dems and the National Union of Students. Having got top-up fees through the last parliament - only just - ministers need to work harder to explain it to the public.   

The smaller majority, with many of the Labour anti-fees rebels still in their seats, and an emboldened Liberal Democrat presence, means that the pounds 3,000 cap is fixed for the foreseeable future. Ian Gibson, MP for Norwich North and chair of the science and technology committee until the election, said he would "die fighting" any move to lift the fees cap. "Most MPs were against top-up fees, and even more are now. I have evil thoughts in my head: rather than taking the cap up, maybe we should get rid of them [variable fees]. It's a useless policy."   

Phil Willis, the Liberal Democrat education spokesman, said: "Labour are going to find it incredibly difficult to lift the cap on fees. I think they've got to rethink their whole policy on higher education. I think all three parties should be reconsidering their university funding policy - the Liberal Democrats included. We're going to be looking much more closely at what universities' form and function should be. We need to ask how we fund them and what they're for."   

Michael Sterling, vice-chancellor of Birmingham, who chairs the Russell group of research universities, admits: "It's absolutely clear the cap won't be lifted."   

He adds, a trifle desperately: "There has to be pressure to put the cap to a more sensible level. We all know pounds 3,000 was a compromise to get the legislation through. The education select committee recommended pounds 5,000 and that's the cap, we believed was viable. We still believe that. If the balance of power means there is no raising of that cap it's even more urgent that we increase government funding. [The government] assumed that the Higher Education Act sorted out universities. It hasn't."   

The parlous state of several universities and higher education colleges was demonstrated when the Guardian published details of 11 institutions (the majority thought to be HE colleges) on the "worry list" of the Higher Education Funding Council for England (Hefce). One institution (all names were blanked out by Hefce officials) was reported in December to have undershot its 2001 recovery plan, shown poor financial management and had a history of weak governance. One institution that had under-recruited in the past and had high drop-out rates was described as having "very ambitious" projections for growth in both home and overseas students. Another had no assets and its fixed costs were too high for its current student numbers, but it had produced an "unrealistic" business plan.   

A substantial minority of institutions are running accumulated deficits in the hope that fees will get them out of the red from next year, as Sir David Watson, vice-chancellor of Brighton University, and his colleague Rachel Bowden pointed out in their magisterial "end of term report" on Labour's record on higher education: "And some parts of the sector may be close to meltdown."   

For all the the furious debate about funding and government promises of investment, public funding of higher education as a proportion of GDP has increased slightly to 0.8%, compared with the 1% average for developed countries, but remains behind the UK's main competitors.   

Since 2001, spending on schools in England has nearly doubled, while what the DfES spends on higher education has increased by 36%. Public funding of universities is only two- thirds what it was in 1989 in real terms and has yet to regain the level inherited by the Blair government in 1997.   

"We are not moving at all. There is all this noise around higher education but it is not moving the business forward in the way that the government is doing for schools," said Watson.   

Because the Blair government abolished upfront fees, the Treasury must first find the fees and only several years later get them back in graduate repayments. It also subsidises European Union students before trying to get the money back via tax systems from Portugal to Estonia - an issue almost guaranteed to land on the higher education minister's desk before long.   

And to scramble the act through the Commons, ministers agreed to subsidise the necessary student loans so graduates will pay zero real interest. It is the cost of this measure that universities will have to live with over the next four or five years, because the interest rate subsidy comes out of the higher education budget.   

Another immediate consequence is that the fees and loans scheme is too expensive for ministers to extend to part-time students (about 40% of all higher education students). This has created a looming crisis not only at Birkbeck College London and the Open University (which take only part-timers) but for a number of new universities with high part-time numbers. Nobody knows quite who they are. Some are single parents battling back into the jobs market, while others are well-off executives subsidised by their companies.   

The high cost of student funding will also hamper progress towards the target of 50% participation in higher education. At the moment the government is not funding enough places to reach it by 2010, in the view of Hefce. Will Brown be keen on the target - it is where Scotland is already and is a key part of the government's knowledge economy policy - or recoil at the cost?   

On research, some universities will hope to benefit from the science and innovation strategy backed by Brown. Scientists love it - it is serious money and is a 10-year programme, so they can plan ahead. The new universities (and many of the old) will hope that the current concentration of research funding can be eased somewhat in the run-up to the 2008 research assessment exercise (RAE).   

It will be interesting to see whether universities are drawn increasingly into the ambit of the new Department for Productivity, Energy and Industry, where the money is, if they get decreasing amounts via the DfES. In Scotland, universities come under the Department of Enterprise and Lifelong Learning, not education, and seem to be doing rather well out of it. One can imagine it happening in England in a future Brownite reorganisation.   

Universities now have other masters as well: the regional development agencies, with their own pots of money and agendas. Unfortunately, as Watson and Bowden point out, although in Scotland and Wales universities are fitting into a national pattern, they do not comfortably align with the English regions. London and the south-east form a "country" in themselves, with 34% of home students, 44% of international students, 40% of all higher education income and 47% of research income.   

Relations with the regions are an immediate problem for Kelly and her colleagues as they grapple with the question of maintaining the science base around the country. Left to itself, the RAE leads to ever more concentration of scientists in fewer, larger departments but, as the Lambert report on business and the universities pointed out, this does not necessarily help companies that need local research and graduate recruits.   

But what universities really long for from education ministers are long-term policies like the science strategy - what Watson and Bowden compare with Galapagos tortoises - as opposed to the fleeting "fruit fly" experiments of which ministers are so fond. "Institutions in the UK have become the fruit flies of evolutionary studies of higher education. They have been genetically manipulated and re-manipulated so many times that (like varieties of Drosophila) scholars and policy-makers from other countries regard them as the ideal experimental site for the study of development and heredity."   

In their report, the Turtle and the Fruit Fly, they contrast the relative stability of Labour's first term under a single education secretary, David Blunkett, with the three who have been in charge since 2001. In recent years there have been some extremely expensive fruit flies - the e-University, the NHS "University", and individual learning accounts, to name but three. Universities will be wishing Ruth Kelly and her colleagues a long and steady tenure and an absence of fruit-fly ideas.   

Gordon Brown: ministers will be trying to second-guess his views on universities Photograph: Peter Goddard   
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She probably thinks the universities are sorted. After the alarms of the tuition fees bill, when the government had to fight tooth and nail to preserve its majority by five votes, Ruth Kelly, restored as education secretary, and her new ministerial team could be forgiven for thinking that's enough higher education for the time being.  

Education ministers will be looking over their shoulders to please Gordon Brown and second-guess his education preferences. From what we know so far, he is keen on early years education - small John Brown will be a daily reminder - and science (which is better news for universities). Further education colleges are optimistic because of his support for educational mainte nance allowances and vocational training, but the Department for Education and Skills (DfES) may well feel universities and Tony Blair's target of 50% participation are no longer top priorities.  

But while the issue of top-up fees didn't get much play in the media during the election campaign, it does appear to have hurt Labour on polling day in university towns. Cambridge went from Labour to Lib Dem on a 15% swing, Manchester Withington went the same way on a 17% swing, shifts that can't just be explained by Iraq. The first task for Kelly and her team in higher education is to start selling top-up fees to the public in a way that the government has singularly failed to do so far. Many students and parents still seem to imagine they will have to find pounds 3,000 before being allowed on to campus - ignorance cynically stoked by the Lib Dems and the National Union of Students. Having got top-up fees through the last parliament - only just - ministers need to work harder to explain it to the public.  

The smaller majority, with many of the Labour anti-fees rebels still in their seats, and an emboldened Liberal Democrat presence, means that the pounds 3,000 cap is fixed for the foreseeable future. Ian Gibson, MP for Norwich North and chair of the science and technology committee until the election, said he would "die fighting" any move to lift the fees cap. "Most MPs were against top-up fees, and even more are now. I have evil thoughts in my head: rather than taking the cap up, maybe we should get rid of them [variable fees]. It's a useless policy."  

Phil Willis, the Liberal Democrat education spokesman, said: "Labour are going to find it incredibly difficult to lift the cap on fees. I think they've got to rethink their whole policy on higher education. I think all three parties should be reconsidering their university funding policy - the Liberal Democrats included. We're going to be looking much more closely at what universities' form and function should be. We need to ask how we fund them and what they're for."  

Michael Sterling, vice-chancellor of Birmingham, who chairs the Russell group of research universities, admits: "It's absolutely clear the cap won't be lifted."  

He adds, a trifle desperately: "There has to be pressure to put the cap to a more sensible level. We all know pounds 3,000 was a compromise to get the legislation through. The education select committee recommended pounds 5,000 and that's the cap, we believed was viable. We still believe that. If the balance of power means there is no raising of that cap it's even more urgent that we increase government funding. [The government] assumed that the Higher Education Act sorted out universities. It hasn't."  

The parlous state of several universities and higher education colleges was demonstrated when the Guardian published details of 11 institutions (the majority thought to be HE colleges) on the "worry list" of the Higher Education Funding Council for England (Hefce). One institution (all names were blanked out by Hefce officials) was reported in December to have undershot its 2001 recovery plan, shown poor financial management and had a history of weak governance. One institution that had under-recruited in the past and had high drop-out rates was described as having "very ambitious" projections for growth in both home and overseas students. Another had no assets and its fixed costs were too high for its current student numbers, but it had produced an "unrealistic" business plan.  

A substantial minority of institutions are running accumulated deficits in the hope that fees will get them out of the red from next year, as Sir David Watson, vice-chancellor of Brighton University, and his colleague Rachel Bowden pointed out in their magisterial "end of term report" on Labour's record on higher education: "And some parts of the sector may be close to meltdown."  

For all the the furious debate about funding and government promises of investment, public funding of higher education as a proportion of GDP has increased slightly to 0.8%, compared with the 1% average for developed countries, but remains behind the UK's main competitors.  

Since 2001, spending on schools in England has nearly doubled, while what the DfES spends on higher education has increased by 36%. Public funding of universities is only two- thirds what it was in 1989 in real terms and has yet to regain the level inherited by the Blair government in 1997.  

"We are not moving at all. There is all this noise around higher education but it is not moving the business forward in the way that the government is doing for schools," said Watson.  

Because the Blair government abolished upfront fees, the Treasury must first find the fees and only several years later get them back in graduate repayments. It also subsidises European Union students before trying to get the money back via tax systems from Portugal to Estonia - an issue almost guaranteed to land on the higher education minister's desk before long.  

And to scramble the act through the Commons, ministers agreed to subsidise the necessary student loans so graduates will pay zero real interest. It is the cost of this measure that universities will have to live with over the next four or five years, because the interest rate subsidy comes out of the higher education budget.  

Another immediate consequence is that the fees and loans scheme is too expensive for ministers to extend to part-time students (about 40% of all higher education students). This has created a looming crisis not only at Birkbeck College London and the Open University (which take only part-timers) but for a number of new universities with high part-time numbers. Nobody knows quite who they are. Some are single parents battling back into the jobs market, while others are well-off executives subsidised by their companies.  

The high cost of student funding will also hamper progress towards the target of 50% participation in higher education. At the moment the government is not funding enough places to reach it by 2010, in the view of Hefce. Will Brown be keen on the target - it is where Scotland is already and is a key part of the government's knowledge economy policy - or recoil at the cost?  

On research, some universities will hope to benefit from the science and innovation strategy backed by Brown. Scientists love it - it is serious money and is a 10-year programme, so they can plan ahead. The new universities (and many of the old) will hope that the current concentration of research funding can be eased somewhat in the run-up to the 2008 research assessment exercise (RAE).  

It will be interesting to see whether universities are drawn increasingly into the ambit of the new Department for Productivity, Energy and Industry, where the money is, if they get decreasing amounts via the DfES. In Scotland, universities come under the Department of Enterprise and Lifelong Learning, not education, and seem to be doing rather well out of it. One can imagine it happening in England in a future Brownite reorganisation.  

Universities now have other masters as well: the regional development agencies, with their own pots of money and agendas. Unfortunately, as Watson and Bowden point out, although in Scotland and Wales universities are fitting into a national pattern, they do not comfortably align with the English regions. London and the south-east form a "country" in themselves, with 34% of home students, 44% of international students, 40% of all higher education income and 47% of research income.  

Relations with the regions are an immediate problem for Kelly and her colleagues as they grapple with the question of maintaining the science base around the country. Left to itself, the RAE leads to ever more concentration of scientists in fewer, larger departments but, as the Lambert report on business and the universities pointed out, this does not necessarily help companies that need local research and graduate recruits.  

But what universities really long for from education ministers are long-term policies like the science strategy - what Watson and Bowden compare with Galapagos tortoises - as opposed to the fleeting "fruit fly" experiments of which ministers are so fond. "Institutions in the UK have become the fruit flies of evolutionary studies of higher education. They have been genetically manipulated and re-manipulated so many times that (like varieties of Drosophila) scholars and policy-makers from other countries regard them as the ideal experimental site for the study of development and heredity."  

In their report, the Turtle and the Fruit Fly, they contrast the relative stability of Labour's first term under a single education secretary, David Blunkett, with the three who have been in charge since 2001. In recent years there have been some extremely expensive fruit flies - the e-University, the NHS "University", and individual learning accounts, to name but three. Universities will be wishing Ruth Kelly and her colleagues a long and steady tenure and an absence of fruit-fly ideas.  
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Tony Blair today addresses MEPs on the agenda for Britain's presidency of the EU. Below is a leaked draft. 

"It is time for Europe's leaders to face up to some hard truths or - as we say in the UK - 'now see here, you foreigners'. The Dutch and French referendums were a shock to the system but the reasons were diverse. I'm sure if I were French I'd have wanted to stick it to Chirac too. 

But the one lesson we can glean is that there is a profound disconnect between the leadership and the citizens of the European Union, as my good friend and tennis partner Angela Merkel was saying only last week. 

One clear reason is that too often EU leaders speak with one voice when talking to Europe and another when at home. But if we explain what we are trying to do in Europe, a lot of the hostility disappears. Only this week, for example, I faced criticism for saying I was prepared to see Britain paying more into the EU as part of a wider reform of EU finances. 

But once I explained there was no chance of anyone agreeing to this proposal the hostility eased. It disappeared entirely when I said EU subsidies killed Africans and that Bob Geldof was on my side. 

Similarly, my pledge to Poland's Marek Belka, when he was round on Sunday to fix the pipes in Downing Street, that I would fight for a budget settlement even at the cost of some of our rebate won few friends at home. But once I explained that we were doing it only to keep the Poles sweet and ensure they kept blocking changes to the working time directive, again the criticism faded. 

This crisis is an opportunity to give Europe a dose of good old British common sense, carefully dressed up as fervent Europeanism. Our attitude to Europe is much misunderstood. We are passionate Europeans. We revere the founding fathers of the EU. Schubert and Monet are household names in Britain. 

My advisers say I must be diplomatic; that I stress how much I admire the European social model. But I don't. I was all set to make an emollient speech, throw in un peu de francais. But then Jack Straw - or Union Jack Straw as we call him - nobbled me on the way here, so I have to tell you that you are an absolute shower. 

In Britain we have modernised our economy and retained a social model, even if it is one in which those on tax credits end up paying the Treasury, rather than the other way round. 

Let me give an example. Some of you will be aware of the British expression "you lot could not run a whelk stall". Now I'm not saying that of you - I leave it to Gordon Brown to do that. But let us imagine Europe's economies were mismanaged whelk stalls. For many EU leaders, the answer is to subsidise the whelk production while heavily regulating the industry, limiting the opening hours, and fearing an influx of Polish whelksmen. 

These days the competition comes not from our neighbours but from the mollusc industries of India and China, and the answer lies in a low regulation, high-skill stall. We need more training, perhaps whelk management courses, or individual learning accounts to give stallholders the confidence to expand, perhaps into cockles and winkles, and a dedicated whelk hotline to advise on best practice. 

This is just one example. Change cannot take place overnight. For one thing the French election is not until 2007. But we must make a start. I say this as a passionate European who worked in France once, you know. 

We must avoid neo-Thatcherite rhetoric, but I tell you candidly, there is no alternative."  
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Despite the government's commitment to lifelong learning, post-school learning is facing hard times. Funding for many kinds of adult learning is being squeezed, part-time adult programmes are being cut back in FE and HE and fees are rising rapidly. We need more investment by individuals and employers, but still have no workable agreement about who should pay how much for what. But we are still planning: local LSCs produce strategic area reviews (subject to national priorities), LEAs plan the reshaping of adult education services and learning partnerships, sector skills councils, Jobcentre Plus and regional development agencies are all planning, researching and consulting.  

Is all this well-intentioned activity helping to ensure that more people learn more? The answer may be no. Targets are squeezing out some valuable learning, fees for some programmes are rising to the point where they disappear and those in greatest need are not flooding in. Employers are not investing more, nor have sector skills councils yet made an impact.  

Is it time to revisit the idea of individual learning accounts (ILAs) as a radical alternative, replacing a creaking planning system with a managed market? They would put the resources into the hands of individuals, enabling them to buy, with public and private money, the learning they need or want. The government could still support its priorities - it could invest more public money in accounts for those with the lowest qualification, and those at risk of social exclusion. Sectoral bodies could invest in accounts for those in their sectors, and enlightened employers could contribute to the accounts. Most critically, a proper scheme would be fairer, making it possible for everyone to have equal public support for learning across a lifetime.  

But have we not been here before? Did ILAs not fail? No: the scheme was a huge success. Two and a half million people registered for learning, many for the first time. Versions of the scheme continue successfully in Scotland and Wales and in the NHS. In England, however, it collapsed embarrassingly with the revelation of large-scale fraud by a number of training "providers".  

The problem was twofold. First, it was too narrowly conceived. There was, in reality, no "account" that would allow people to plan learning over an extended period. The government would pay only for some kinds of learning if the individual made a contribution in a given year. The scheme did not include the bulk of 16- to 19-year-olds or higher education, and it was not easy for employers to contribute.  

Second, there were no proper quality controls, educationally or financially.  

The idea remains a good one, but two barriers stand in the way. Biggest is the scale and complexity of it. To be effective, a real ILA system would have to replace, over time, all or most of the current funding systems for post-16 learning. Providers would have to respond to a new kind of market and the government would have to manage the tax and public expenditure implications of putting public money into earmarked lifetime accounts. We would need a serious expansion of advice provision.  

The second barrier is the political shadow of the last scheme. However, the prize, of a genuinely equitable, learner-driven system for funding lifelong learning, is worth the attempt.  

We need to start thinking, before the burgeoning structures of planning and management overwhelm us all.  

Stephen McNair is professor of education the University of Surrey  

Education: Further: Comment: Why bad publicity killed off a great little idea  

Stephen McNair  

592 words

Publication date: 15 November 2005

Source: The Guardian

Page: 8

© Copyright 2005.  The Guardian.  All rights reserved.  

Despite the government's commitment to lifelong learning, post-school learning is facing hard times. Funding for many kinds of adult learning is being squeezed, part-time adult programmes are being cut back in FE and HE and fees are rising rapidly. We need more investment by individuals and employers, but still have no workable agreement about who should pay how much for what. But we are still planning: local LSCs produce strategic area reviews (subject to national priorities), LEAs plan the reshaping of adult education services and learning partnerships, sector skills councils, Jobcentre Plus and regional development agencies are all planning, researching and consulting.  

Is all this well-intentioned activity helping to ensure that more people learn more? The answer may be no. Targets are squeezing out some valuable learning, fees for some programmes are rising to the point where they disappear and those in greatest need are not flooding in. Employers are not investing more, nor have sector skills councils yet made an impact.  

Is it time to revisit the idea of individual learning accounts (ILAs) as a radical alternative, replacing a creaking planning system with a managed market? They would put the resources into the hands of individuals, enabling them to buy, with public and private money, the learning they need or want. The government could still support its priorities - it could invest more public money in accounts for those with the lowest qualification, and those at risk of social exclusion. Sectoral bodies could invest in accounts for those in their sectors, and enlightened employers could contribute to the accounts. Most critically, a proper scheme would be fairer, making it possible for everyone to have equal public support for learning across a lifetime.  

But have we not been here before? Did ILAs not fail? No: the scheme was a huge success. Two and a half million people registered for learning, many for the first time. Versions of the scheme continue successfully in Scotland and Wales and in the NHS. In England, however, it collapsed embarrassingly with the revelation of large-scale fraud by a number of training "providers".  

The problem was twofold. First, it was too narrowly conceived. There was, in reality, no "account" that would allow people to plan learning over an extended period. The government would pay only for some kinds of learning if the individual made a contribution in a given year. The scheme did not include the bulk of 16- to 19-year-olds or higher education, and it was not easy for employers to contribute.  

Second, there were no proper quality controls, educationally or financially.  

The idea remains a good one, but two barriers stand in the way. Biggest is the scale and complexity of it. To be effective, a real ILA system would have to replace, over time, all or most of the current funding systems for post-16 learning. Providers would have to respond to a new kind of market and the government would have to manage the tax and public expenditure implications of putting public money into earmarked lifetime accounts. We would need a serious expansion of advice provision.  

The second barrier is the political shadow of the last scheme. However, the prize, of a genuinely equitable, learner-driven system for funding lifelong learning, is worth the attempt.  

We need to start thinking, before the burgeoning structures of planning and management overwhelm us all.  

Stephen McNair is professor of education the University of Surrey  
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If the Foster review of further education was Act 1 of the "Great Skills Debate", the Leitch review of Skills is Act 2. In his pre-budget report statement last week, the chancellor, Gordon Brown, described the Treasury-commissioned Leitch review as the "first long-term assessment of our future skill needs"  

The publication of the interim Leitch report starts to make the case for a more ambitious skills profile by 2020. The report shows that if England and the devolved administrations in the UK meet their current targets, by 2020 the stock of qualifications in the working-age population will improve, but will still fail to be world-class.  

The final report of the Leitch review is expected sometime in 2006. Between now and then it must build a consensus that improving the UK's skills profile by 2020 is a "must do". In addition, there needs to be a national funding settlement supporting the 2020 skills profile and balancing appropriate contributions from the state, employers and individuals.  

Even so, the fiscal position outlined by the chancellor last week suggests that obtaining significant extra public spending and fiscal incentives for voluntary private investment in skills will be a tall order, however well the case is made.  

Equally, compulsory private investment in post-19 education and training by individuals and employers has been off limits since Labour rejected Compulsory Individual Learning Accounts in opposition.  

Crafting a policy framework for skills between 2010 and 2020 will be made more difficult by the need to tackle the pensions crisis, seemingly at all costs.  

Two weeks ago, the Turner review called for "a new pension settlement for the 21st century". Turner proposes that between 2010 and 2020 the state basic pension be increased. This should be funded largely from savings flowing from the equalisation by 2020 of the state pension age between men and women at 64.  

From 2010, the Turner review also proposes the phasing in of a National Pension Savings Scheme (NPSS), based on compulsory contributions by employers, auto-enrolment of employees (but with the right to opt-out) and a contribution from the taxpayer.  

Despite the row between the Turner review and the Treasury, it seems that the increase in public spending due to implementing the Turner proposals in full by 2020, over and above what the government was planning to spend, would be around pounds 5.4bn per year or 0.5% of gross domestic product.  

pounds 5.4bn is not a large amount of public spending. Yet it is equivalent to the current Hefce budget, is twice the LSC 19+ budget and would fund the direct course provision in each of the scenarios for adult basic skills, intermediate skills and higher education described in the interim Leitch report.  

The launch of the NPSS from 2010 would also have implications for skills development. The combination of "hard" compulsion on employers and "soft" compulsion on employees to fund pensions would potentially coincide with greater demand for private contributions to fees and learner support for 19+ learning and higher education.  

It is true to say that the Turner review identifies skills as an important factor in enabling older workers to remain in paid employment and to continue contributing towards the cost of their basic pension through taxation, and towards their second pension through wages.  

Clearly, additional public spending on pensions and skills from 2010 must be assessed in the round. Similarly, the impact of simultaneously seeking to increase private contributions to second pensions and private contributions to adult learning and higher education needs to be looked at.  

And the government will need to balance the competing claims that individuals should invest in their pensions today to have a secure retirement tomorrow - the pensions view of 2020 - or invest in higher level skills today to maximise earnings over their lifetime - the skills view of 2020.  

But above all, there is a need to synchronise the Turner review cycle with the Leitch review cycle. Then we can assess skills policy and pension policy in the round.  

Mark Corney is director of MC Consultancy  
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Mark Corney is director of MC Consultancy  
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One dodgy habit the government publicity machine seems to be finding hard to give up is the old drill for bad news. The technique of slipping embarrassing material out on Christmas Eve, when most in the media are assumed to be three sheets to the wind, or releasing it under the shadow of a cataclysm such as 9/11, when public horror is distracted, doesn't work so well in the cyber age.  

This trick has been so soundly rumbled in recent times that the attempt by the Department for Education and Skills to sneak out an uncomfortable report about employer training pilots (ETPs) just before the new year could almost have been a double bluff.  

ETPs are one of Gordon Brown's pet projects. Maybe in some weird attempt to dent the chancellor, education ministers wanted maximum projection for the report by the Institute for Fiscal Studies (IFS) showing that his flagship idea had made negligible impact in its first year. You could imagine some sharp press officer suggesting that the way to sex this story up was to give it spurious mystique by quietly plopping it on to the DfES website on December 29 and not issuing a press notice for it.  

The ETPs were launched in six Learning and Skills Council areas in September 2002. Every year since the number of pilots has been increased and the programme extended to cover a wider area of the country. This year the scheme is to be rolled out nationally with the name Train to Gain.  

The IFS report is not the first academic verdict on the first year of the programme. In December 2003, the Institute for Employment Studies (IES) published at even greater length and in apparently more favourable terms. It could find little evidence that the ETPs were displacing other training that firms would have done anyway. Most employers "saw the pilots as an opportunity to train workers who would otherwise not be trained".  

Though the impact of the training could not be assessed for some years, the IES report reckoned that only 20% of employers taking part could be considered "deadweight", ie taking public money to do training they would have carried out anyway. The recent report by the IFS appears to tell a different story, suggesting that 85%-90% of participating employers are deadweight - only 10%-15% of firms in the pilots doing additional training they would not have done.  

Having published one report giving ETPs a qualified thumbs up, ministers could be forgiven for not gleefully brandishing another with an apparently gloomier message, especially after announcing the long-awaited move to roll the programme out nationally.  

I t would be too much to expect the media to eschew the obvious story in favour of the more boring reality that two teams from different disciplines can quite easily draw different conclusions about the same thing. Some people - not least Chris Dyke (see right) - are enthusiastic supporters. But the IFS report was bound to be seized upon by those colleges that resent ETPs for taking away money they see as their own and allowing private training companies to compete for business.  

Nevertheless, the IFS report ought to have been given a proper launch, if for no other reason than the spotlight it throws on the piloting process. On the whole, when governments pilot policies, the decision has already been taken to put them into practice. The piloting bit is really to find out what needs modifying and which option looks most likely to succeed.  

For the DfES, pilots in recent years have had an extra function: to spot potential disasters and avoid another fiasco like the one that crashed Individual Learning Accounts (the voucher scheme which collapsed in 2001 after fraud of around pounds 100m).  

No government policy can have been so exhaustively piloted as Train to Gain. The four years of ETPs make the trials given to some other schemes look cursory. If nothing else, the IFS report might show that those extra three years were needed and that the government ought to take more time.  

Peter Kingston is further education editor  
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Workers such as electricians, plumbers, care home staff and railway track maintenance engineers should be licensed so that only fully- trained, registered individuals would be allowed to do these jobs, ministers were told yesterday.   

Publicly quoted companies should also be required to report how much they spend on training to guide potential investors, according to City & Guilds, the biggest provider of vocational qualifications.   

The recommendations, aimed at combating growing skills shortages and improving competitiveness, also call for tax breaks to encourage more training by employers and the reintroduction of individual learning accounts, which would allow citizens to draw on a set amount of publicly-funded credit to help pay for training and learning at any stage of their lives. A previous ILA scheme was abandoned by the government after Pounds 100m of taxpayers' money was lost through fraud and abuse.   

Chris Humphries, director-general of City & Guilds, said it was extraordinary that Britain should be "happy to regulate the skills and capabilities of our so-called professional classes, such as lawyers, doctors, accountants and engineers, setting minimum standards for qualifications, experience and continuing professional development, but we do not expect the same of our skilled craftsmen.   

"Apparently, it is acceptable in the UK for unqualified people to lay our railway tracks; look after our elderly relatives in care homes; rewire or replumb our houses; handle and prepare food in restaurants and factories; all despite the huge risks to health and safety. And then we wonder why there are so many cowboys operating in the market, and why the actual skills of so many of the workers that enter our homes are so low," said Mr Humphries. A well-regulated licensing scheme would reward training, improve workmanship and provide a level playing field for employers competing against cowboy operators.   

In continental Europe, the US and Canada, "these trades are licensed and no one can call themselves an electrician without being qualified to specified levels and subject to registration".   

City & Guilds said another 1.5m jobs were likely to be created between 2010 and 2020. Yet there would be 600,000 fewer young people joining the workforce during this period due to a declining birthrate. This would leave a potential shortfall of 2.1m jobs to be filled for which there would be insufficient workers. Skill levels required by employers were also rising. The CBI employers' body expects 75 per cent of jobs by 2012 to require level three skills, equivalent to achieving sufficient A-levels to gain university entry. Only 51 per cent of young people currently achieve level two skills equivalent to GCSE level qualifications.   

Existing employees would not only be expected to work longer to fill these jobs but many could be retrained, perhaps by as much as 10 times during their working lives. The cost of providing basic education for the young and lifelong learning for adults would require a doubling of the share of gross domestic product spent on education to 10 per cent. No exchequer could afford this, said Mr Humphries.   

The state, employers and individuals should be expected "to contribute to the costs of lifelong learning in proportions commensurate with the benefits gained". Studies by Bassi Investments, on behalf of the Milken Institute, found that returns earned by investors in US companies that spent more heavily on training had outperformed the Standard & Poor's 500 Index by 52 per cent over five years. Changing company reporting requirements to include a section on skills investment therefore could encourage "increasing numbers of institutional investors to favour companies that invest in training", said City & Guilds.   

Existing employees with no, or low, educational qualifications would also need convincing that it was worth investing their time and money in training. Department for Education research published in 2003 "showed that the return on learning for adults not only continues with age, but in many cases the wage premium actually increases for older workers".   

Mr Humphries disagreed with employers' complaints that youngsters' numeracy and literacy skills were worse than in previous generations. "Most of the improvement in the skills of the working-age population over the last 20 years has resulted from the 'flow' of increasing skill levels of young people entering the labour market, not from improvements in the skills of the 'stock' of the existing labour force."   

Employers could assist by supporting remedial training to bring youngsters' reading and mathematic skills up to scratch while schools should do more promote vocational training and practical skills. Too many young people were "disengaging from learning at age 16, if not 14", said City & Guilds.   

Piecing together the jigsaw that is UK policy - INITIATIVES: Britain's confusing mosaic of schemes has stabilised in recent years, writes Stephen Overell.  
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The rumour slipped out in the summer of 2000: the government had 1,400 learning initiatives under way. The story was possibly fanciful, but ever since, the government has struggled to present its post-16 learning policy as substantial, coherent and long term.   

For the uninitiated, then, a quiz: which of the following no longer exists - Skills for Life, the Learning and Skills Council, Sector Skills Agreements, Hubs, Learndirect, Learning Partnerships, Individual Learning Accounts, National Training Organisations?   

Anyone who answered Individual Learning Accounts can award themselves half a point. The scheme, through which the state offered direct financial support (Pounds 150) to learners, became the most famous learning scheme in the land in November 2001 after it was forced to shut because of fraud allegations.   

Only half a point, though, because you are wrong. It was shut only in England; residents of Scotland and Wales can still use ILAs. The correct answer is National Training Organisations - born in 1998, and killed off in 2003 to make way for Sector Skills Councils.   

Peerless fun as the quiz may be, the point, of course, is that the flux of little-known initiatives and institutions in the skills development firmament is legendary. Only the dedicated can keep up. "The system has stabilised a little over recent years," says Alastair Thomson, senior policy officer at the National Institute for Adults in Continuing Education (NIACE), a research organisation. "And to be fair, some of these schemes are innovative, high-quality programmes."   

Perhaps the greatest single change of the Blair years was the creation of the Learning and Skills Council in July 2000. Wielding a budget of almost Pounds 9.5bn, the body's job is to fund and plan almost all post-16 learning in line with government policy.   

About Pounds 5bn of this money goes to further education colleges, about Pounds 2.5bn to school sixth forms, Pounds 1bn to employers and private companies offering work based training and the rest mostly accounted for by local authority programmes and big national schemes such as UfI/learndirect and Train to Gain.   

Britain's 425 further education colleges tend to be the most under-loved bit of the learning jigsaw. Yet their role is vast: far more 16- to18-year-olds study in colleges than in schools (727,000 against 439,000), while well over half of all vocational qualifications are awarded in colleges. Colleges, says Julian Gravatt, director of funding and development for the Association of Colleges, are "the local delivery arm for the UK's skills ambitions."   

College activity, as with everything else in the system, however, is determined by government priorities. National shame about basic skill levels such as reading and writing means that anyone undertaking basic skills training gets it free.   

Another commitment is to provide a place in full time education for everyone up to the age of 18. With finite resources, this means that post-19 funding is set to feel the squeeze in future.   

Currently, individuals or their employers pay about 25 per cent of the cost of skills training at college, with the government paying 75 per cent. Individuals will be expected to pay more in future - which is expected to lead to a fall in learners.   

Enthusiasm for vocational training has led to a significant expansion of apprenticeships. These are aimed at people aged 17-25 who are already in work, and lead to National Vocational Qualifications and technical certificates. Some 65 per cent of apprenticeships are taught by private training companies, by employers themselves, and by sectoral organisations, and the rest by colleges.   

To target level II skills (the equivalent of five GCSE passes), the government plans to roll out "Train to Gain", the brand name of the Employer National Training Programme, from this April. With costs set to rise to Pounds 400m next year, it is a significant investment. But it has not thus far been a critical success.   

According to an evaluation of pilot programmes by the Institute of Fiscal Studies, a think tank, up to 90 per cent of public money was wasted because it was spent on training employers would have undertaken anyway. Overall, the programme increased the amount of training undertaken by about half of one percentage point.   

A programme that has received better notices of late is UfI/ learndirect. Once Gordon Brown's University for Industry, the programme was born in the height of the dotcom boom, and was set up to deliver e-learning in "bite-sized chunks" - 20-minute courses - again aimed mostly at low skills.   

In addition, it runs an advice line for learners, which has to date received 28m calls. In a broadly flattering recent report, the National Audit Office praised its innovative model - it delivers learning at 2,400 learndirect centres, based in colleges, in local libraries and community centres - but expressed concern at its high costs. Management costs consume 29 per cent of its budget.   

Sarah Jones, UfI chief executive, says the organisation plans to address high overheads but stresses the flexibility of its model, enabling it to train 2m people.   

"Many organisations want to invest in skills, but often the biggest barrier is the absence from work of staff," she says.   

The problem with Britain's learning infrastructure, reckons Mr Thomson of NIACE, is not poor learning schemes. The difficulty is that it relies on volunteering.   

"Where skill levels have risen sharply, such as in social care and financial services, there has been an element of regulation - you need a licence to practise. It is a shame the government won't rethink."   
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/Making further education better is frightfully easy. Just bung together a few feelgood words. You know the sort of thing - partnership, quality, improvement - come on, you can do this in your sleep. Then rent an office, put in some staff, and tell them to hire a few consultants. According to a letter from the Learning and Skills Council to people whom it probably calls stakeholders, we are now to have Quality Improvement Partnerships. If you want to make doubly sure it works, you can always bung together a few more feelgood words and call them its "mission", so these "partnerships" will "identify improvement needs and priorities". Problem solved.   

These Quips (as I think we should agree to call them) have been set up by the Quill. This is the Quality Improvement Agency for Lifelong Learning. But they do not want us to call them Quips, because it sounds like a bad joke. So they are trying to spoil it by putting "regional" at the beginning.   

/They do these things better in Scotland. The Association of Scottish Colleges has a highly secret committee called the SLWG, set up to discuss "modernising" pay and working conditions. The letters stand for Short Life Working Group. Whose life is going to be short? Are they proposing to work their staff to death? Not at all, they assured me. It's the working group whose life is going to be short. "Modernising" working conditions is a wonderful feelgood phrase: it means making them worse. The SLWG came up with a splendid wheeze to achieve this, according to its minutes, which have found their way on to my desk. They are advising Scottish colleges to tie pay rises to an agreement that working conditions will be "flexible". Who could possibly oppose being flexible?   

/I have bad news for the college principals and other education luminaries who gathered at the headquarters of the Department for Education and Skills last week. Remember that secret document they gave you? The first draft of the FE white paper, shown only to really special, trusted people, who might well be in line for a peerage sometime soon? They've been trying it on focus groups for weeks, and dozens of people saw it before you did. And they've already decided on a lot of substantial changes.   

/ Which is probably a good thing. Remember Individual Learning Accounts, the government wheeze that had to be shut down five years ago because they turned out to be open to widespread fraud? The paper says: bring them back. It also promises to "withdraw funding from poor programmes". Nice to know our money is in good hands.   
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Techno world has MPs beat: The ID card has absorbed a good deal of parliamentary time but many MPs and peers still tend to log off from matters technological: 'MPs are good at being briefed on subjects they know nothing about and becoming instant experts . ' Richard Allan  
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The ID card bill, which has provoked much debate, could mark the point when MPs finally embraced IT Photograph: John D McHugh/PA  

You would think that understanding technology - information technology at least - would be close to MPs' hearts. After all, the ID card bill, whose essential element relies on disparate technologies such as biometrics and databases working perfectly together, has absorbed much of this parliament's time.  

Prime minister Tony Blair has championed e-government and launched several multimillion-pound IT projects. But some, such as the individual learning accounts, have collapsed under the weight of fraud, while many elements of the pounds 6bn NHS IT programme are up to a year late or not accepted by the doctors for whom they were designed. All those projects need informed scrutiny by MPs.  

Yet most MPs and peers seem to shun IT. A small number - about 20 to 30, most of whom have IT experience as users or suppliers - fret about this lack of engagement, so much so that the Parliamentary Information Technology Committee (Pitcom) debated "why MPs and peers do not care about IT" earlier this year.  

Richard Allan, Liberal Democrat spokesman for technology until last May and now head of government affairs at Cisco, describes a confusion among ex-colleagues: on one side the government ascribes miraculous properties to IT for providing better government services, while simultaneously cutting 100,000 civil service jobs.  

Most MPs used to accept these miracles trustingly. But now, says Allan, they are starting to see the reality of public-sector computer disasters: billions wasted and lousy service. And they associate IT with illegal or anti-social activity: terrorism, paedophilia and spam. MPs now have a sense of impotence and, Allan claims, become dangerously passive when faced with complex IT legislation.  

He agrees it is not necessary for all MPs dealing with IT bills to know about bits and bytes: "MPs are good at being briefed on subjects they know nothing about and becoming instant experts." But a few IT-literates are needed to advise the IT-challenged on the risks of projects.  

Merlin Erroll (the Earl of Erroll, a hereditary cross-bench peer) is the founder of telephony company VoiceXchange and the most vocal IT champion in the House of Lords. He puts it more forcibly: "If no members of either house know anything about IT, then bureaucrats will take control of our lives, or pretend they can do things they can't."  

Ian Taylor, the Conservative minister of technology in the Department of Trade and Industry from 1994-97, says when he was in office only a few ministerial colleagues could be briefed properly on his plans to nurture the new cable companies in the face of a dominant BT. He had to seek allies from technically minded MPs in the space committee and the IT lobbying group Eurim.  

His background was in merchant banking and exposure to IT "erratic". He is living proof that previous IT experience is not essential for a minister. What is needed, says Taylor, is the "ability to grasp the implications of IT and the drive to realise the opportunities". By early 1997 his drive helped launch IT projects for business, education, public awareness and government.direct, the first initiative to replace paper forms with on-screen versions.  

When Blair came to power a few months later, he adopted almost all the projects and became the first prime minister to be a vociferous champion of the information society, though freely admitting he was computer illiterate. Taylor finds the government "more comfortable with technical issues than we were but less coordinated or business-like in applying the opportunities". Of the ministers who succeeded him at the DTI, "no one has gripped the subject" except Stephen Timms, who was an IT consultant and then helped goad the country into adopting broadband. He became financial secretary to the Treasury and is now minister of state for pensions.  

Erroll points to a reticence among parliamentarians to display their IT prowess: "They do not like to appear as introverted anoraks." So some MPs with respectable IT credentials often do not parade them by taking part in debates on bills with a high IT content, or being active on the all-party groups like Pitcom, Eurim or APIG (All-Party Internet Group), which aim to alert MPs to the political and regulatory impact of new technologies.  

Brian White, who was chairman of Eurim but lost his seat in last year's election, says: "You can lose votes by people's perception of you as a nerd. People get spotted as ministerial material for knowing about topical subjects like climate change but not techie stuff." Taylor claims gloomily: "I am the only person in the Tory party who sees understanding of IT policy as a necessary qualification for political advancement."  

Is the thin red line of IT champions effective in challenging ministers and bureaucrats? MPs and peers have several ways of influencing government. A flood of questions can make ministers sit up, as witnessed when rural MPs bombarded ministers with complaints that broadband had not reached their area.  

The pressure groups' finest hour was before the Communications Act of 2002, which established Ofcom. At the suggestion of Pitcom and Eurim, a joint committee of both houses, chaired by Lord (David) Puttnam, the film director, carried out a "pre-legislative scrutiny" of the bill, taking hearings from the IT and broadcasting industries. For the first time, written evidence was submitted by email. This scrutiny saved an estimated 100 hours of parliamentary time. Wyatt claims it also created the best regulatory framework in Europe for the media and telecommunications industries.  

Whether the mass of MPs read or understand all the reports churned out by the all-party groups is not clear. Allan believes MPs "need a new language for the dialogue between technologists and decision-makers". As well as technical stuff, expressed in plain English, this dialogue should include answers to the questions "can it be delivered?" and "will it change the culture of those it affects?" Allan wants the House of Commons library to produce this "technical assessment" as part of the explanatory "bundle" of papers, which MPs receive before a bill is read in parliament. These technical assessments should be comprehensible and brief but above all non-partisan.  

The debates on the ID card bill demonstrated the need for better non-partisan briefing. Erroll, who spoke in the Lords' debates, sensed his fellow peers found the government's cost and technical briefings too short and unconvincing and were swayed by the only other technical assessment at hand, the detailed London School of Economics report, which rubbished the government's cost estimates and much of the technology used. As a result, the Lords have thrown ou the bill twice. In the Commons, too, Allan found many were swayed by the LSE report. But they were more swayed by the party whips and not rebellious enough to throw out the bill.  

The IT champions were split. Most were in favour of ID cards in principle but unhappy about the technology, particularly the biometrics. Some preferred systems adopted by other countries. One Conservative MP thought his party's line was confused and that much of the technology will already have been introduced for passports and would be well-proven by 2012 when the ID card is to be introduced.  

However, the ID card bill might yet prove a tipping point - the stage when MPs stopped being passive about IT, and started to take a harder look at the billions being spent on it.  

Technology: Techno world has MPs beat: The ID card has absorbed a good deal of parliamentary time but many MPs and peers still tend to log off from matters technological  
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You would think that understanding technology - information technology at least - would be close to MPs' hearts. After all, the ID card bill, whose essential element relies on disparate technologies such as biometrics and databases working perfectly together, has absorbed much of this parliament's time.  

Prime minister Tony Blair has championed e-government and launched several multimillion-pound IT projects. But some, such as the individual learning accounts, have collapsed under the weight of fraud, while many elements of the pounds 6bn NHS IT programme are up to a year late or not accepted by the doctors for whom they were designed. All those projects need informed scrutiny by MPs.  

Yet most MPs and peers seem to shun IT. A small number - about 20 to 30, most of whom have IT experience as users or suppliers - fret about this lack of engagement, so much so that the Parliamentary Information Technology Committee (Pitcom) debated "why MPs and peers do not care about IT" earlier this year.  

Richard Allan, Liberal Democrat spokesman for technology until last May and now head of government affairs at Cisco, describes a confusion among ex-colleagues: on one side the government ascribes miraculous properties to IT for providing better government services, while simultaneously cutting 100,000 civil service jobs.  

Most MPs used to accept these miracles trustingly. But now, says Allan, they are starting to see the reality of public-sector computer disasters: billions wasted and lousy service. And they associate IT with illegal or anti-social activity: terrorism, paedophilia and spam. MPs now have a sense of impotence and, Allan claims, become dangerously passive when faced with complex IT legislation.  

He agrees it is not necessary for all MPs dealing with IT bills to know about bits and bytes: "MPs are good at being briefed on subjects they know nothing about and becoming instant experts." But a few IT-literates are needed to advise the IT-challenged on the risks of projects.  

Merlin Erroll (the Earl of Erroll, a hereditary cross-bench peer) is the founder of telephony company VoiceXchange and the most vocal IT champion in the House of Lords. He puts it more forcibly: "If no members of either house know anything about IT, then bureaucrats will take control of our lives, or pretend they can do things they can't."  

Ian Taylor, the Conservative minister of technology in the Department of Trade and Industry from 1994-97, says when he was in office only a few ministerial colleagues could be briefed properly on his plans to nurture the new cable companies in the face of a dominant BT. He had to seek allies from technically minded MPs in the space committee and the IT lobbying group Eurim.  

His background was in merchant banking and exposure to IT "erratic". He is living proof that previous IT experience is not essential for a minister. What is needed, says Taylor, is the "ability to grasp the implications of IT and the drive to realise the opportunities". By early 1997 his drive helped launch IT projects for business, education, public awareness and government.direct, the first initiative to replace paper forms with on-screen versions.  

When Blair came to power a few months later, he adopted almost all the projects and became the first prime minister to be a vociferous champion of the information society, though freely admitting he was computer illiterate. Taylor finds the government "more comfortable with technical issues than we were but less coordinated or business-like in applying the opportunities". Of the ministers who succeeded him at the DTI, "no one has gripped the subject" except Stephen Timms, who was an IT consultant and then helped goad the country into adopting broadband. He became financial secretary to the Treasury and is now minister of state for pensions.  

Erroll points to a reticence among parliamentarians to display their IT prowess: "They do not like to appear as introverted anoraks." So some MPs with respectable IT credentials often do not parade them by taking part in debates on bills with a high IT content, or being active on the all-party groups like Pitcom, Eurim or APIG (All-Party Internet Group), which aim to alert MPs to the political and regulatory impact of new technologies.  

Brian White, who was chairman of Eurim but lost his seat in last year's election, says: "You can lose votes by people's perception of you as a nerd. People get spotted as ministerial material for knowing about topical subjects like climate change but not techie stuff." Taylor claims gloomily: "I am the only person in the Tory party who sees understanding of IT policy as a necessary qualification for political advancement."  

Is the thin red line of IT champions effective in challenging ministers and bureaucrats? MPs and peers have several ways of influencing government. A flood of questions can make ministers sit up, as witnessed when rural MPs bombarded ministers with complaints that broadband had not reached their area.  

The pressure groups' finest hour was before the Communications Act of 2002, which established Ofcom. At the suggestion of Pitcom and Eurim, a joint committee of both houses, chaired by Lord (David) Puttnam, the film director, carried out a "pre-legislative scrutiny" of the bill, taking hearings from the IT and broadcasting industries. For the first time, written evidence was submitted by email. This scrutiny saved an estimated 100 hours of parliamentary time. Wyatt claims it also created the best regulatory framework in Europe for the media and telecommunications industries.  

Whether the mass of MPs read or understand all the reports churned out by the all-party groups is not clear. Allan believes MPs "need a new language for the dialogue between technologists and decision-makers". As well as technical stuff, expressed in plain English, this dialogue should include answers to the questions "can it be delivered?" and "will it change the culture of those it affects?" Allan wants the House of Commons library to produce this "technical assessment" as part of the explanatory "bundle" of papers, which MPs receive before a bill is read in parliament. These technical assessments should be comprehensible and brief but above all non-partisan.  

The debates on the ID card bill demonstrated the need for better non-partisan briefing. Erroll, who spoke in the Lords' debates, sensed his fellow peers found the government's cost and technical briefings too short and unconvincing and were swayed by the only other technical assessment at hand, the detailed London School of Economics report, which rubbished the government's cost estimates and much of the technology used. As a result, the Lords have thrown ou the bill twice. In the Commons, too, Allan found many were swayed by the LSE report. But they were more swayed by the party whips and not rebellious enough to throw out the bill.  

The IT champions were split. Most were in favour of ID cards in principle but unhappy about the technology, particularly the biometrics. Some preferred systems adopted by other countries. One Conservative MP thought his party's line was confused and that much of the technology will already have been introduced for passports and would be well-proven by 2012 when the ID card is to be introduced.  

However, the ID card bill might yet prove a tipping point - the stage when MPs stopped being passive about IT, and started to take a harder look at the billions being spent on it.  
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Only one further education policy has truly grabbed headlines right across Fleet Street since Labour came to power. But is this the reason the government is poised to bring back individual learning accounts (ILAs) in its imminent FE white paper?   

The collapse of the voucher scheme in 2001 after fraud of around pounds 100m is not something any government would be keen to repeat. Five years on, the Department for Education and Skills still bears the scars from that debacle. Potential policies now have to be tested from all angles lest there be any loopholes that might be exploited by fast-buck merchants.   

Despite all this, support for ILAs has lingered in some quarters of the DfES. There is resentment that a genuinely innovative idea for stimulating learning was nobbled so quickly and a quiet ambition has always burned to try again.   

If it does feature in the as yet unwritten final version of the further education white paper, ILA2 will surely be a shadow of the prototype. There will be no repetition of the fatal combination launched in 1990 - a universal benefit shielded by an inadequate security system - that cried out to be abused.   

The proposal that has been aired during extensive consultation is for an ILA that would be limited to people wanting to gain a first level 3 qualification - an A-level or its vocational equivalent.   

It is hard to see the point of reviving ILAs for this, if the idea is to persuade adults to pick up level 3 qualifications, widely regarded as a minimum requirement for employment in the future. Why not simply extend the entitlement to a first level 2 qualification (five GCSEs grade A*-C, or their equivalent) to level 3?   

Whatever the reasons, one factor that will have occurred to some of the white paper's framers is the guaranteed media interest that any variation of ILA would trigger. The publication of further education policy rarely gets an inch outside a handful of titles.   

And yet Labour's third term, to quote the education secretary, Ruth Kelly, is the time for skills and further education finally, to come to the fore. This goes some way to explain why yet another document that does not herald new legislation and which originally was going to be the government's response to Sir Andrew Foster's review of the role of further education, colleges is being tagged a white paper.   

The government can hardly instruct colleges to raise public awareness of what they do if it cannot get coverage for the blueprint. The "new mission" for the FE sector, according to a pre-white paper slideshow recently presented to groups of college principals, is to find ways of promoting itself.   

Some who have been included in the consultation suspect that the document, due to be published on March 23, will be a "skills strategy 3": like the second instalment of the strategy unveiled last year, it will say little, if anything, new. A "mixture of repeated announcements" was the Conservative response then. "A gathering together of everything that has been talked about" was the kinder forecast by a consulted principal of the new production.   

If the white paper is to be largely a response to the Foster report it can hardly avoid going over trodden ground. But how far is it going to address Foster?   

Not very far, say some who have been consulted, but that again could be a touch unfair. Foster did, after all, make 60 recommendations, some of them critical of central government and Whitehall.   

The white paper is certain to replay some of the key Foster themes, including clarity of purpose, specialisation, the focus on skills, quality, and choice and contestability.   

Foster highlighted two priorities: colleges need a much clearer sense of purpose and there has to be a quicker and more effective way of getting the 4% deemed to be failing to shape up. It was the latter that inevitably collared the media coverage.   

Kelly's immediate response to Foster last November was to applaud his asser tion that colleges' prime role should be to provide skills for the economy.   

How is this to be done, though? In the early consultation events, officials pushed a line that colleges could sharpen up their economic role while retaining other functions, such as leisure learning and remedying the deficiencies of the schools system. But this was simply a recipe for the status quo, some of those consulted pointed out. The desired tighter focus on employability could surely not be achieved without docking other func tions. Whether this has been taken on board by the framers of the white paper will only become clear next week.   

It might be bracketed with specialisation. There could be a further expansion of Coves, the centres of vocational excellence, or a few more skills academies.   

There was considerable anger from the Association of Colleges and others in November that reporting concentrated on Foster's suggestions for a speedier solution to failing colleges and flew the absurd notion that there are businesses waiting to take colleges over.   

Kelly's response - "I want to see the back of unsatisfactory provision in the sector as soon as possible and by 2008 at the very latest" - made clear her accord with Foster. And it is a fair bet that she will run with his recommendations in the white paper.   

"Contestability" remains the vogue word. Those few colleges that are not up to scratch will be subject to an "intensive development programme" overseen by the Learning and Skills Council (LSC) and the new Quality Improvement Agency. Any of their departments still deemed unsatisfactory after re-inspection will be subject to contestability: other colleges and private companies will be able to make a case for why they should get the funding. That is a far cry from lock, stock and barrel takeover.   

Under existing legislation, the LSC possesses the powers to withhold funding from provision that is not up to scratch.   

This further opening up of public funds to the private sector is clearly welcomed by companies specialising in work-based learning.   

One major player in this sector, who saw an early draft of the white paper, reckons that in widening access to the public purse it will signal the end of the "learning and skills" title which has never gained currency. "From what I saw it looked as if everything now will come within the term further education."   

That would undoubtedly play well in colleges. But what will surely raise the loudest cheers, if it stays in the final version of the paper, will be the proposal to raise the entitlement for free level 3 teaching beyond the current 16-18 bracket up to the age of 25.   

Colleges have long complained that the existing funding regime does not match reality, which is that many young people do not start a level 3 programme until they are 18, 19, 20 or even older, often because of earlier hitches in their education.   

A survey circulated among college finance managers discovered that most colleges already waive fees for these students. But with the LSC due to reduce funding to 50% of course costs by the end of the decade, this practice was going to be harder for colleges to subsidise.   

IT training centre at Newham College, East Ham, London: will the white paper bring skills to the fore? Photograph: Frank Baron   
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Only one further education policy has truly grabbed headlines right across Fleet Street since Labour came to power. But is this the reason the government is poised to bring back individual learning accounts (ILAs) in its imminent FE white paper?  

The collapse of the voucher scheme in 2001 after fraud of around pounds 100m is not something any government would be keen to repeat. Five years on, the Department for Education and Skills still bears the scars from that debacle. Potential policies now have to be tested from all angles lest there be any loopholes that might be exploited by fast-buck merchants.  

Despite all this, support for ILAs has lingered in some quarters of the DfES. There is resentment that a genuinely innovative idea for stimulating learning was nobbled so quickly and a quiet ambition has always burned to try again.  

If it does feature in the as yet unwritten final version of the further education white paper, ILA2 will surely be a shadow of the prototype. There will be no repetition of the fatal combination launched in 1990 - a universal benefit shielded by an inadequate security system - that cried out to be abused.  

The proposal that has been aired during extensive consultation is for an ILA that would be limited to people wanting to gain a first level 3 qualification - an A-level or its vocational equivalent.  

It is hard to see the point of reviving ILAs for this, if the idea is to persuade adults to pick up level 3 qualifications, widely regarded as a minimum requirement for employment in the future. Why not simply extend the entitlement to a first level 2 qualification (five GCSEs grade A*-C, or their equivalent) to level 3?  

Whatever the reasons, one factor that will have occurred to some of the white paper's framers is the guaranteed media interest that any variation of ILA would trigger. The publication of further education policy rarely gets an inch outside a handful of titles.  

And yet Labour's third term, to quote the education secretary, Ruth Kelly, is the time for skills and further education finally, to come to the fore. This goes some way to explain why yet another document that does not herald new legislation and which originally was going to be the government's response to Sir Andrew Foster's review of the role of further education, colleges is being tagged a white paper.  

The government can hardly instruct colleges to raise public awareness of what they do if it cannot get coverage for the blueprint. The "new mission" for the FE sector, according to a pre-white paper slideshow recently presented to groups of college principals, is to find ways of promoting itself.  

Some who have been included in the consultation suspect that the document, due to be published on March 23, will be a "skills strategy 3": like the second instalment of the strategy unveiled last year, it will say little, if anything, new. A "mixture of repeated announcements" was the Conservative response then. "A gathering together of everything that has been talked about" was the kinder forecast by a consulted principal of the new production.  

If the white paper is to be largely a response to the Foster report it can hardly avoid going over trodden ground. But how far is it going to address Foster?  

Not very far, say some who have been consulted, but that again could be a touch unfair. Foster did, after all, make 60 recommendations, some of them critical of central government and Whitehall.  

The white paper is certain to replay some of the key Foster themes, including clarity of purpose, specialisation, the focus on skills, quality, and choice and contestability.  

Foster highlighted two priorities: colleges need a much clearer sense of purpose and there has to be a quicker and more effective way of getting the 4% deemed to be failing to shape up. It was the latter that inevitably collared the media coverage.  

Kelly's immediate response to Foster last November was to applaud his asser tion that colleges' prime role should be to provide skills for the economy.  

How is this to be done, though? In the early consultation events, officials pushed a line that colleges could sharpen up their economic role while retaining other functions, such as leisure learning and remedying the deficiencies of the schools system. But this was simply a recipe for the status quo, some of those consulted pointed out. The desired tighter focus on employability could surely not be achieved without docking other func tions. Whether this has been taken on board by the framers of the white paper will only become clear next week.  

It might be bracketed with specialisation. There could be a further expansion of Coves, the centres of vocational excellence, or a few more skills academies.  

There was considerable anger from the Association of Colleges and others in November that reporting concentrated on Foster's suggestions for a speedier solution to failing colleges and flew the absurd notion that there are businesses waiting to take colleges over.  

Kelly's response - "I want to see the back of unsatisfactory provision in the sector as soon as possible and by 2008 at the very latest" - made clear her accord with Foster. And it is a fair bet that she will run with his recommendations in the white paper.  

"Contestability" remains the vogue word. Those few colleges that are not up to scratch will be subject to an "intensive development programme" overseen by the Learning and Skills Council (LSC) and the new Quality Improvement Agency. Any of their departments still deemed unsatisfactory after re-inspection will be subject to contestability: other colleges and private companies will be able to make a case for why they should get the funding. That is a far cry from lock, stock and barrel takeover.  

Under existing legislation, the LSC possesses the powers to withhold funding from provision that is not up to scratch.  

This further opening up of public funds to the private sector is clearly welcomed by companies specialising in work-based learning.  

One major player in this sector, who saw an early draft of the white paper, reckons that in widening access to the public purse it will signal the end of the "learning and skills" title which has never gained currency. "From what I saw it looked as if everything now will come within the term further education."  

That would undoubtedly play well in colleges. But what will surely raise the loudest cheers, if it stays in the final version of the paper, will be the proposal to raise the entitlement for free level 3 teaching beyond the current 16-18 bracket up to the age of 25.  

Colleges have long complained that the existing funding regime does not match reality, which is that many young people do not start a level 3 programme until they are 18, 19, 20 or even older, often because of earlier hitches in their education.  

A survey circulated among college finance managers discovered that most colleges already waive fees for these students. But with the LSC due to reduce funding to 50% of course costs by the end of the decade, this practice was going to be harder for colleges to subsidise.  
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After almost a decade of Gordon Brown, the Treasury's role has been transformed. It remains a very powerful institution but in ways that now raise questions about its competence.  

The main success of the Brown chancellorship has come from outsourcing monetary policy to the Bank of England, along with financial services regulation to the Financial Services Authority. Such a change should have produced a slimline Treasury with more modest functions. It has instead accumulated a range of new powers.  

It operates not just as a finance ministry, but as a ministry of the economy promoting long-term investment and productivity growth. It has assumed a pivotal role in tackling poverty through tax credits. The control of public expenditure goes well beyond an accounting and financial control function to embrace extensive performance targeting. Private finance arrangements have drawn the Treasury into complex negotiations with business.  

The Treasury is less concerned with economic policy, essentially now the preserve of the Bank, and much more with the interface between the government and business and with complex public sector management issues. Yet none of the present team of ministers and few officials have ever been exposed to the disciplines of business. The Treasury team comprises a former lecturer, lawyer, voluntary worker, charity campaigner and charity executive. They rarely venture into the City.  

Inexperience shows. There is a lengthening catalogue of policy failures and U-turns after initiatives were shown to be costly, impractical or had damaging unintended side-effects. One was the proposal to offer full top-rate tax relief on the purchase of second homes and buy-to-let property under the self-investment personal pension scheme. Tax reliefs for the film industry led to large fraudulent claims. Earlier, individual learning accounts had to be abandoned after fraud costing an estimated Pounds 400m. The government was forced to reverse favourable tax treatment to incorporated companies. Ministers had to withdraw stamp duty relief on so-called disadvantaged areas when beneficiaries included prime developments such as Canary Wharf. The scrapping of obligatory operating and financial reviews, without consultation, seriously annoyed the businesses it was designed to help.  

Even in the traditional area of Treasury competence, debt management, an opportunity has been missed to refinance government debt from the cheap finance available through the recent long-term bond and gilt market bubble.  

The Treasury has been outwitted by private partners. Taxpayers face a big bill from its failure to secure claw-back clauses on windfall financing gains on early private finance initiative contracts in the National Health Service, railways and London Underground. Treasury pressure on the Ministry of Defence led to the untimely sale of a government stake in the research laboratory Qinetiq to US venture capitalists, giving away a property windfall.  

In other cases, short-sighted revenue considerations have been pursued with scant regard for market implications. The Treasury's damaging role in precipitating the collapse of Railtrack emerged in court. The Ombudsman has condemned the chancellor's 1997 decision on dividend tax credits as having "shaken" occupational pension scheme funding and "weakened the protection" of pension schemes by 40 per cent of the shortfall of assets over liabilities.  

A fundamental weakness has been the practice of imposing complex policy demands beyond the capacity of government agencies to execute. Tax credits, for example, are an admirable concept designed to boost the incomes of low-income families (and pensioners) and to offset fluctuating earnings. But I face a stream of low-paid constituents whose credits were wrongly calculated and have been clawed back.  

The newly integrated tax agency, Revenue & Customs, is overloaded with responsibilities and complexity. One in four tax codings has been calculated in error and the shortfall of revenue is estimated at Pounds 2.8bn a year.  

These problems are ultimately political, stemming from a hyperactive chancellor trying to exercise control over all aspects of government policy. His assumed elevation could trigger a review of the Treasury's role. It does not need a management consultancy to state the obvious: the Treasury has strayed too far from its core business of managing public finance; there is too much complexity, especially in the tax system; and decision making is over-centralised. No business would survive long operating in this way.  

The writer is the Liberal Democrat shadow chancellor  

Taxpayer faces bill for cleaning up politics  

By George Jones Political Editor  

1450 words

Publication date: 21 March 2006

Source: The Daily Telegraph

Page: 8

(c) 2006 Telegraph Group Limited, London  

THE prospect of the taxpayer footing much of the bill for party politics moved significantly closer yesterday after Labour and the Conservatives announced their plans for "cleaning up'' politics.  

Lord Falconer, the Lord Chancellor, said political parties are to be required to disclose any loans they receive in future, while Downing Street said an independent review of party funding would look at the case for state funding of the parties in return for a cap on the size of donations.  

David Cameron, the Conservative leader, announced that he wanted state funding to replace the million-plus donations the major parties now relied on to fund their general election campaigns and day-to-day operations.  

Mr Cameron, who commissioned an internal study on party funding soon after he became leader, said he wanted to play a "constructive, positive role'' in restoring trust in politics.  

The Conservative package includes:  

A limit on donations from individuals, trade unions, corporations and institutions of, initially, pounds 50,000.  

Tax relief on donations of up to pounds 3,000.  

Banning all loans to parties, except from financial institutions on fully commercial terms, overseen by the Electoral Commission.  

Extra state funding based on the votes a party received at the previous general election.  

Reductions in the cost of politics by reducing the spending on general election campaigns from pounds 20 million to pounds 15 million, abolishing regional assemblies, limiting special advisers and considering reducing the number of MPs.  

Reforming the honours system and appointments to the House of Lords.  

Under the Tory plans, eligible parties would receive an annual payment of 60p for each vote they got at the preceding general election. During an election year it would be doubled to pounds 1.20.  

The lenders  

LABOUR released its list of 12 individuals who lent the party nearly pounds 14 million before last year's general election ahead of a potentially explosive meeting today of Labour's ruling National Executive Committee.  

Its members are furious at being kept in the dark about the policy of extracting money from lenders, some of whom were then recommended for seats in the Lords.  

Among those whose names had not previously appeared in the press as a lender was Rod Aldridge, the executive chairman of The Capita Group plc, who loaned pounds 1 million.  

His company has numerous public contracts.  

Four of those listed - Dr Chai Patel, chief executive of the Priory health group ( pounds 1.5 million), Sir David Garrard, a property developer ( pounds 2.3 million), Barry Townsley, a stockbroker ( pounds 1 million) and Sir Gulam Noon ( pounds 250,000), a fast food magnate - were recommended for peerages by Tony Blair.  

But the nominations were blocked by the independent House of Lords Appointments Commission, which has to satisfy itself that there is no link between financial contributions and subsequent nominations to the Lords.  

Labour also insists that there was no link between the loans and the four nominations for peerages.  

Rod Aldridge  

pounds 1 million  

Executive chairman of Capita, a company whose reputation and wealth are inextricably bound to the whims of Whitehall.  

His business is outsourcing -bidding for and taking on contracts from the public sector and the company has won almost as many brickbats as bouquets for its handling of sensitive Government issues.  

The company's contract for handling the Criminal Records Bureau checking service was beset by technical issues, and strongly criticised by MPs due to rising costs. Capita also runs the Congestion Charging Scheme, which was also technically problematic. The company incurred some financial penalties for the performance of the scheme, but denied it had been fined. It also collects the BBC's licence fee.  

Other high-profile problems have included the Individual Learning Accounts scheme. In 2000 Capita was appointed as the ILA customer service provider following a competitive tender exercise. The scheme, which cost pounds 273 million - pounds 70 million more than its budget - was run by Capita on behalf of the Government.  

It was wound up in England in November 2001 following allegations of fraud.  

The following year a damning report by the National Audit Office said the scheme was introduced too quickly and without proper security measures.  

Mr Aldridge, 58, the son of a metal worker, left school at 16 with five O-levels, but is now a multimillionaire. Last year he sold pounds 7.64 million of shares, much of which he is understood to be using to complete a divorce settlement from his wife Jacqui. Despite this sale, Mr Aldridge retained shares worth pounds 60 million. He was awarded the OBE in 1994, and is a trustee of the Prince's Trust.  

Richard Caring  

pounds 2 million  

Clothing magnate and restaurant owner who is said to be worth around pounds 300 million. He owns the fashionable Ivy restaurant in central London. He has a reputation for ostentatious gestures such as paying pounds 190,000 at a charity auction to have dinner with Elton John and buying a Ferrari for retailer Philip Green on his 50th birthday.  

Sir David Garrard pounds 2.3 million  

Founder of the London commercial estate agents Garrard Smith and Partners and the property company Land Investors. After he sold both his and his family's stake in the latter he founded the Minerva property group with Andrew Rosenfeld (see below).  

Knighted in the 2003 New Year's honours list for services to charity work. Has given more than pounds 2.5 million through his own educational trust. He was recommended for a peerage but has asked to have his name removed.  

Gordon Crawford pounds 500,000  

Founded London Bridge Software Holdings in 1987. In 2004 he is said to have made pounds 76 million from the sale of the company. He has a 6,000-acre Scottish estate and a large property portfolio.  

Sir Christopher Evans  

pounds 1 million  

The founder and chairman of Merlin Biosciences Ltd, one of Europe's largest venture capital firms specialising in life sciences. The businesses he has founded have a combined value of around pounds 1 billion and employ around 2,000 people.  

Nigel Morris  

pounds 1 million  

The co-founder and former president of Capital One Financial Corporation and a governor of the London School of Economics. He has served as a non-executive director of the Economist Group.  

Sir Gulam Noon pounds 250,000  

His food company Noon Products, which provides authentic Indian and chilled frozen foods to the main supermarkets, has an annual turnover of pounds 90 million. He was knighted in 2002 for his contribution to business and society. He was recommended for a peerage but the nomination was blocked.  

Dr Chai Patel  

pounds 1.5 million  

Dr Patel is one of Labour's favourite health gurus who has advised the Government on private sector involvement in the NHS. Trained as a doctor, he went on to found private health care companies Court Cavendish and Westminster health care which then bought Priory Healthcare - which runs homes best known as refuges for troubled celebrities. He was recommended for a peerage by Mr Blair but his nomination was blocked.  

Andrew Rosenfeld pounds 1 million  

Together with Sir David Garrard, Mr Rosenfeld carved out a hugely successful career at the property group Minerva. Last year his personal fortune was estimated at pounds 79 million.  

Lord Sainsbury  

pounds 2 million  

A member of the supermarket dynasty - he was chairman of J Sainsbury and a director of Giant Food Inc until July 1998 - and is now Tony Blair's minister for science and innovation at the Department for Trade and Industry. He became Lord Sainsbury of Turville in October 1997, five months after Labour came to power.  

Barry Townsley  

pounds 1 million  

A leading City stockbroker who sponsored the Hillingdon City Academy with pounds 1.5 million of private funding. He sold his own stockbroking firm several years ago but has a stake, said to be worth several millions, in the Stock Exchange itself. He was the first of the four lenders who were nominated for peerages by Mr Blair to ask to have his name removed from the list. He told friends that getting a peerage was not worth the price in negative publicity.  

Derek Tullett  

pounds 400,000  

President of Tullett Liberty Ltd, one of the world's leading financial wholesale brokers. He founded Tullett & Riley Co Ltd with 21 staff in 1971 and subsequently built it into an international brokerage group with 18 offices in 18 countries. He is a founding patron of the Olive Tree scholarship programme which brings Israeli and Palestinian students together to study at the City University in London.  
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A BUSINESSMAN whose company won more than Pounds 1 billion of government contracts was revealed last night as one of Labour's "rich list" who secretly backed the party with loans before the 2005 general election.   

Rod Aldridge, the founding chairman of the technology company Capita, whose contracts include administering the Home Office Criminal Records Bureau (CRB) and handling the miners' compensation claims, handed over Pounds 1 million in response to an urgent plea for funding to help Tony Blair to win a third term.   

The list of a dozen supporters, rushed out before today's critical meeting of the Labour National Executive Committee, also includes a venture capitalist whose company is under investigation by the Serious Fraud Office. Sir Christopher Evans, head of Merlin Biosciences, also lent Pounds 1 million. He denies the misappropriation of Pounds 2.5 million from investors in a fund that he manages.   

The Conservatives said last night that they would not disclose the identity of wealthy backers who lent them money. Jonathan Marland, the party treasurer, said that he saw no reason to follow Labour's example.   

Other names on Labour's list include Richard Caring, the owner of some of London's most fashionable restaurants, including The Ivy and Le Caprice, who lent Pounds 2 million, and Andrew Rosenfeld, who was interviewed four years ago for the post of Conservative Party treasurer, contributed Pounds 1 million. As previously reported in The Times Lord Sainsbury of Turville, the Science Minister, lent Pounds 2 million on top of his Pounds 6.5 million donations. Three of the lenders, including Mr Aldridge, have given millions to Mr Blair's flagship city academy projects.   

Capita, which lost Pounds 40 million in the first year of operation of the CRB, has also came under fire from the National Audit Office over its Pounds 50 million contract to provide individual learning accounts, which enabled people to claim subsidies for training courses.   

Millions of pounds of public money were lost in fraud under the scheme, which had to close in 2001 on police advice. Labour was forced to come clean with its list of secret backers as officials accepted they were certain to be leaked after today's meeting, which will discuss the inquiry called by Jack Dromey, the party treasurer, into the affair.   

In all the loans accounted for nearly Pounds 14 million of the Pounds 18 million spent by Labour on the election. Disclosure of the names came as the Lord Chancellor Lord Falconer of Thoroton announced new legislation to require political parties to disclose all future loans, in the same way as donations.   

Labour MPs, already angry that the loans were kept secret, reacted with further dismay to the names last night.   

Ian Gibson MP for Norwich North said: "You don't give money for nothing. They are doing this for a reason, not because of any conviction. They have not suddenly become socialists or even new Labour.   

"Many activists will be ashamed to see rich men taking over the party."   

Mr Aldridge said last night the Labour Party had come to him last year in need of financial support because of costs incurred at the general election.   

He said that as a member of the party, he was pleased to help. "This was a personal decision on my part." He added that the one-year loan for Pounds 1 million was made at a commercial rate "and I fully expect it to be repaid along with the interest due after that period of time."   

The Times has been told that Lord Levy, Tony Blair's chief fundraiser, advised Sir Gulam Noon, the fourth lender whose nomination for a peerage was blocked by the Lords appointment commission, that he would not have had to declare a Pounds 250,000 loan.   

The Labour peer explained that the cash was outside political funding rules because it was viewed as part of a commercial agreement, according to the curry magnate's friends.   

The claim will increase pressure on Lord Levy to explain publicly what he said to political donors, and how much the Prime Minister knew of the hidden loans. As a result of Lord Levy's alleged advice, and a subsequent decision by the Labour Party not to declare the loan, Sir Gulam's nomination was blocked.   

A source close to Sir Gulam said: "It was Michael (Levy) that dealt with Gulam, and in this particular case, he who advised him that he did not have to declare the loan. Gulam relied on his advice, and as a result of that advice, he has been dragged into this row over loans."   

It is understood that Lord Levy claims that he did not see the nomination form and advised Sir Gulam to fill in the form himself. He is also said to have told Sir Gulam that he should answer all questions on the forms truthfully.   

The Government's bid to draw a line under the "cash for peerages" row came as David Cameron published his own anti-sleaze proposals.   

The Tory leader suggested banning all except straightforward commercial loans, a limit of Pounds 50,000 on single donations and extra state funding based on votes received, possibly paid for in part by scrapping regional assemblies and reducing the number of MPs.   

It emerged last night that Mr Blair has agreed to a request from Mr Cameron for a meeting to discuss party funding.   
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By sponsoring one of Tony Blair's flagship city academy schools, Rod Aldridge has become known as a supporter of government policies encouraging private sector involvement and funding in the public services. But the disclosure yesterday that Mr Aldridge had lent the Labour party Pounds 1m will draw further attention to Capita, the company of which he is executive chairman, and its increasingly wide range of public sector outsourcing contracts. Londoners became aware of Capita's reach when Ken Livingstone, the mayor, awarded it the contract to set up and run the congestion charge, a project that made headlines when it suffered teething problems.  

But Capita also runs the literacy and numeracy strategy for the Department for Education and Skills, runs the Criminal Records Bureau, collects the television licence fee and has operations in almost every part of the public sector. Capita says it has so far secured 34 per cent of the market in administration and processing for government departments and local councils. In 2004, 52 per cent of Capita's revenue came from public sector outsourcing, and its business has grown from a turnover of Pounds 112m in 1996, chiefly from local government contracts, to almost Pounds 1.3bn in 2004 because of an explosion of demand for its services. Many of the contracts have attracted criticism, among them the collapsed individual learning accounts scheme, which was hit by fraud. Af ter ILAs were wound up, the DfES angered teaching unions by going back to Capita for administration services when i t introduced educat ion maintenance allowances. Last week, the company was fined Pounds 300,000 by the Ci ty watchdog af ter an alleged Pounds 1.8m fraud attempt by some of its own employees. The fine for a subsidiary of the group was the first time that the Financial Services Authority had penalised a company for a failure of anti-fraud controls. But Capita's public sector contracts continue to grow. Over the next three years, Capita will be running BBC human resources, and Birmingham city council has asked it to provide all its IT with a 424m contract. It has retained a contract with the Department of Trade and Industry to administer its miners' personal liabilities claims scheme. In the public and private sectors together, Capita has more than 300 long-term contracts, a bid pipeline worth about Pounds 2.2bn and is set to benefit from the double-digit growth forecast in the outsourcing industry over at least the next three years.  

As chairman of the public services strategy board set up in 2002 by the CBI employers' organisation, Mr Aldridge is at the forefront of lobbying the government to open up more areas to competition. In the group's most recent newsletter, he wrote: "Business has demonstrated that it can play a central role in securing continuous improvement in public service delivery. Where business has been able to contribute, success has been the norm, not the exception." Mr Aldridge urged ministers to continue with largescale reform of the public services and to be bold. But he also warned them to be "more open" about their use of private companies. Mr Aldridge told the FT last year that he believed outsourcing had become less visible as it had grown.  
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Capita, whose chairman Rod Aldridge made a Pounds 1 million loan to the Labour Party, has won at least four big contracts from the Government since the general election.  

Mr Aldridge, a lifelong member of the Labour Party, has seen the company's value grow from Pounds 100 million ten years ago to Pounds 2.4 billion today.  

Capita, whose business is linked to its standing in Whitehall, made its fortune bidding for, and taking, contracts from the public sector. Since the election it secured the payroll provision for the Independent Police Complaints Commission - no value given; but Capita says that it is the third Home Office agency it is now working for.  

In February it was awarded the Pounds 120 million contract to represent the Department for Trade and Industry over miners' personal injury liability claims.  

In December it won the contract to administer the British Waterways pension scheme -no value given. In September it was given the contract to provide IT services to the Department of Work and Pensions. It also collects the BBC's licence fee and administers the London congestion charge.  

Chris Grayling, the Tory transport spokesman, tabled a series of questions yesterday about ministers' links to Capita. The questions include: "How much business has his department placed with Capita Group and its subsidiaries in each of the past five years? What is the total value of outstanding contracts placed with Capita Group? What meetings have he and his ministers held with directors and senior executives of Capita Group?"  

The company's own website lauds its contacts in Whitehall. "Our multiple contacts and contracts across central government enable us to play a core role in the reform of public services, meeting e-government targets, joining up government initiatives and achieving a cultural change in service delivery," it says.  

"Capita's breadth of expertise positions us well to assist with meeting these challenges."  

Capita has been embroiled in controversy. It was involved in the disastrous launch of the Criminal Records Bureau in 2002. The company was fined almost Pounds 2 million for its failings in providing criminal checks on people working with the vulnerable.  

In 2000 Capita was appointed as the customer service provider for the Individual Learning Accounts Scheme, which ran Pounds 70 million over budget. After the scheme was wound up, in 2001, the National Audit Office said that it had been introduced too quickly without proper security measures.  

(c) Times Newspapers Ltd, 2006   
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CHIEF among the beneficiaries of the Budget yesterday were young adults seeking to improve their education.  

Britain has one of the poorest staying-on rates at school, with fewer 17-year olds continuing in education anywhere in the industrialised world except Greece, Mexico and Turkey. Business leaders have consistently complained about the lack of basic skills in school leavers and the need to give them extra training in literacy and numeracy.  

In an attempt to plug the adult skills gap the Chancellor said that he wished to give those who had struggled at school a "second chance" with the announcement of an extra Pounds 76 million so that they might return to college.  

Mr Brown said he was investing more in further education colleges, because they had been "neglected in the past but must be at the forefront of our future skills". A further education White Paper will be published next week. Mr Brown said an extra Pounds 25 million would allow further education colleges to provide free courses up to A-level standard for anyone up to the age of 25.  

Another Pounds 40 million would be directed towards "low-skilled women" such as single mothers, so that they might focus on gaining more skills and getting career advice.  

Another Pounds 11 million is being put aside for the introduction of the Adult Learning Grant, which will give bursaries to adults on low incomes. This is similar to the Individual Learning Accounts that were scrapped in 2001 after they were found to have cost the taxpayer Pounds 100 million in fraud.  

Mr Brown also announced that employers would be more involved in how colleges run their course. Part of this would be paid for by redirecting money away from poorly run or unpopular courses towards the best, he said.  

Mary Bousted, general secretary of the Association of Teachers and Lecturers, said: "We welcome the much- needed attention to FE with free education to the age of 25. But we are sceptical about the capacity of employers to offer the leadership in FE envisaged by the Chancellor."  

(c) Times Newspapers Ltd, 2006   
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PETER Cawdron, the senior non-executive director of Capita, is being tipped as a possible next chairman of the business services company after the sudden resignation of Rod Aldridge over the Labour loans affair.   

Mr Aldridge, founder and executive chairman of Capita, stepped aside yesterday, saying the furore about his pounds 1m loan was harming the company's reputation. The government has awarded Capita several lucrative contracts.   

Capita said there was no pressure from inside or outside the company for Mr Aldridge to go, though a spokesman said no decision had been made on compensating him for loss of office.   

Mr Aldridge will stay as non-executive chairman until the end of July, after which he says he will concentrate on charitable work. The search for a replacement had not yet begun, the spokesman said.   

However, an analyst and a Capita shareholder both said Mr Cawdron was a likely candidate for the role, which will revert to a non-executive chairmanship. "He is pretty busy with other things, but would offer a smooth transition,'' the analyst said.   

Mr Cawdron, who joined Capita in 1997, is chairman of Capital Radio, and a non-executive director of Punch Taverns, Compass, Johnston Press and ARM Holdings.   

Analysts at Panmure Gordon said the publicity would temporarily harm Capita and make winning contracts a little more difficult.   

In a research note, analysts at Deutsche Bank said Mr Aldridge "is extremely well-connected and will undoubtedly be missed by the company.'' They said he had been scaling back his activities and the company was in good hands with chief executive Paul Pindar.   

Mr Aldridge founded Capita in 1984, but the little-known IT firm really began to grow after Labour came to power in 1997. It won several Public-Private Partnership deals, though not all of them have run smoothly.   

The firm was criticised for its management of the Individual Learning Accounts scheme to encourage more adult education, for which it was paid pounds 50m. The scheme was wound up within a year. A contract for handling the Criminal Records Bureau checking service was beset by technical issues. Capita also operates the London congestion charge system.   

Yesterday Mr Aldridge said: "The [company's] reputation is being questioned because of my decision to lend money to the Labour Party ... There have been suggestions that this loan has resulted in the group being awarded government contracts. This is entirely spurious.''   

Mr Aldridge's stake in Capita is worth about pounds 64m.   

The shares fell 14¾ to 455p.   

Fact file   

Rod Aldridge left school at 16 for a job as a post boy in a local council's finance department. He did a correspondence course in accountancy, founded Capita in 1984, floating it in 1991. In 1997 Capita had a turnover of pounds 120m, but that grew to pounds 1.3bn last year on the back of government contracts. Mr Aldridge is reported to be worth about pounds 73m   
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The principle is familiar in South American republics. The state awards vast contracts to commercial concerns that, while nominally independent of government, are run by the allies of ministers. These companies - called "para-statals'' - occupy a profitable hinterland between the public and private sectors, handling great sums of public money while the politicians avoid democratic accountability for the running of services.  

Britain has its own para-statals now, and the greatest of these is Capita. Its chairman, Rod Aldridge, also chairs the CBI's public services strategy board, thus placing him at the very nexus of the public/private system. His company receives the bulk of its income from taxpayers, in a series of enormous contracts to manage public projects. Recent responsibilities include the Criminal Records Bureau (which was so badly run that, in 2002, dozens of schools could not open at the beginning of the new school year because checks on teachers were not processed in time), Gordon Brown's individual learning accounts (which had to be scrapped when the system became overwhelmed with fraud) and London's congestion charge (whose introduction was so chaotic that Capita was fined pounds 3.7 million for its failings). More recently, it won the contracts to run all the IT at the Department for Work and Pensions, and to administer TV licences.  

Overall, Capita has received pounds 2.6 billion of public funds under the Labour Government. Some of this has formed part of the chairman's salary and dividends; and some of that wealth has found its way into the Labour Party's coffers. Mr Aldridge has made personal gifts to Labour over the years, and it now emerges that he lent it pounds 1 million before the last election.  

We do not suggest that a quid pro quo has occurred. But Capita has itself boasted of the commercial advantages that its "contacts across government'' give it. Mr Aldridge's decision to step down from his executive role at Capita will at least prevent any perceptions of conflict of interest in the future.  

Tony Blair's Government is daily sinking deeper into the swamp. There is now a police investigation to see whether peerages have been awarded in return for cash. The Labour Party finds itself with a debt, negotiated without its knowledge by the Prime Minister's friend Lord Levy, which it is unable to pay, and may have to sell its headquarters to help meet the bill. It is quite right that the Commons public administration committee is demanding Lord Levy explain his conduct. The committee must have all the powers it needs to compel him to testify. The Prime Minister's continuance in office depends on it.  

Labour donor quits firm over sleaze fears  

By Colin Brown Deputy Political Editor  

1023 words

Publication date: 24 March 2006

Source: The Independent

Page: 8

(c) 2006 Independent Newspapers (UK) Limited . All rights reserved. This material may not be published, distributed or exploited in any way.  

The first head rolled yesterday in the Labour loans scandal when Rod Aldridge announced he was quitting as the head of Capita, the IT company he founded, to stop 'spurious' allegations damaging its multi-million pound contracts with the Government.  

His resignation - the first high-profile victim of the row over Labour's secret £13.9m election fund - led to calls for Gordon Brown to take over early from Tony Blair to clean up Labour's image and restore respect to the party. The Chancellor yesterday distanced himself from Mr Blair who personally approved the loans scheme, and also nominated four of the donors for peerages.  

Mr Aldridge was not proposed for any honours, but loaned £1m to the Labour Party at the request of Labour's fundraiser Lord Levy to help Tony Blair win a third term at a time when his company was engaged in over £500m worth of business from the Government. He was also a key donor for a city academy and in the spring will chair a new youth volunteering project pioneered by the Chancellor.  

Chris Grayling, the shadow minister, tabled a series of questions for ministers about Aldridge's financial connections with the Government 24 hours before he announced he was resigning to stop his company's reputation being questioned.  

"There have been suggestions that this loan has resulted in the group being awarded government contracts. This is entirely spurious," he said. "Whilst anyone who is associated with the public procurement process would understand that this view has no credibility, I do not want this misconception to continue."  

The IT group boasted of its influence across Whitehall, in spite of criticism over its contracts, and claimed to have a "core role" in the reform of public services.  

Criticism of Capita projects, included a damning report by the National Audit Office on its bid to create the data base for the Criminal Records Bureau which spiralled in cost from £250m to £400m' schools were forced to close because of delays to a database to check on teachers operated by Capita' a computer system supplied by Capita for Individual Learning Accounts was found to be vulnerable to fraud, leading to massive losses. Financial watchdogs this week slapped a £300,000 fine on the Capita Group, which runs the London congestion charge, for failing to spot or block fraudulent transactions. In the wake of Mr Aldridge's resignation, Capita's share price dropped from4693/4pto455p.  

Mr Blair tried to draw a line under the row when he faced Labour's National Executive Committee at a private meeting this week. A report to Labour MPs from the meeting yesterday revealed that behind closed doors, members of the NEC raised a series of damaging questions about 'loans for peerages' including: why loans were asked for by Lord Levy rather than donations, why was this change in fundraising kept secret, and is the Labour Party solvent?  

Yesterday Mr Brown put the blame for the row on Mr Blair, saying: "The Prime Minister is leader of the Labour Party and ....he has got to take responsibility for the whole position of the Labour Party's finances as well."  

He added: "I have never involved myself at any time in this business of political donations."  

Some Labour MPs said the time had come for Mr Brown to take over from Mr Blair. "Rod Aldridge appears to have resigned to protected his company's contracts. I think this is far more serious than cash for peerages," said Harry Cohen, a member of the Campaign Group of Labour MPs. "Gordon Brown has got to be cleaner than Tony Blair to give us any chance of winning the next election."  

He said he was worried that Lord Sainsbury, another major donor who also loaned £2m to the party, had gained his ministerial position in return for his cash support.  

The Tories rejected Mr Brown's claims to be not involved. Mr Grayling said: "Gordon Brown has said that he didn't know about the loans issue and the financial links between Mr Adridge and the Labour Party. Yet it now appears that Mr Aldridge has been hired to run the Chancellor's pet project and that his company is heavily involved with another of the Chancellor's favourite schemes - the Child Trust Fund. Mr Brown was also the man who ran the Labour General Election campaign which Mr Aldridge part funded. It beggars belief that the Chancellor knew nothing about what was happening."  

In a further embarrassment for Mr Blair, Lord Levy was called to give evidence to an influential MPs' committee looking into allegations of honours for loans.  

The House of Commons Public Administration Committee chaired by Tony Wright, a Labour MP, will also question Priory Clinics founder Dr Chai Patel and property developer Sir David Garrard who were both nominated for peerages shortly after they lent large sums to Labour.  

The announcement came as a second cross-party parliamentary committee-the Commons Constitutional Affairs Select Committee - revealed it was launching its own inquiry into the way political parties a refunded.  

In his effort to draw a line under the sleaze allegations, Mr Blair yesterday appointed Sir John Bourn, the respected Auditor General, to advise him and senior minister son breaches of the ministerial code. It follows the controversy surrounding Culture Secretary Tessa Jowell and allegations relating to her husband David Mills's business dealings.  

The contracts  

20 MARCH 2006  

Payroll provision for the Independent Police Complaints Commission - no value given.  

20 FEBRUARY 2006  

£120mcontract to represent the DTI over miners' injury liability claims.  

15 DECEMBER 2005  

Contract to administer the British Water ways pension scheme - no value given.  

19 SEPTEMBER 2005  

Contract to deliver IT services to the DWP - no value given.  

OCTOBER 2004  

Contract with the DFES to administer the National Strategies for Education, worth £177.5m.  

AUGUST 2004  

Contract to handle records management for the DWP -worth £70m  

JUNE 2004  

Contract to run information services for the Driving Standards Agency - worth £22m.  

MARCH 2004  

Contract tohandle Customs and Excise recruitment.  
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CAPITA   

The resignation of Rod Aldridge, the millionaire businessman exposed this week as one of the Labour Party's secret benefactors, throws the spotlight on Capita, the company he reluctantly leaves behind. The IT firm has prospered since Labour came to power in 1997, mainly as a result of government contracts worth a total of £2.6bn. Last year, it was named as the preferred bidder for a 10-year IT pensions contract with the Department of Work and Pensions.   

Until yesterday, it seemed that things could only get better for the company Mr Aldridge founded back in 1984. Capita's turnover has risen tenfold since 1997. And last year it made a profit of £177m. Even allowing for Capita's shrewd positioning to take advantage of the IT revolution of the late 1990s, this has been an extraordinary success story.   

But this is a story of interest to far more people than just Capita's shareholders. This company is now effectively responsible for a huge range of public services, from collecting TV licence fees to administering the Criminal Records Bureau. Capita boasts that it touches the lives of 33 million people in the UK. One obvious question this raises is why the number of civil servants continues to rise when so much that used to be handled by the state is now performed by the private sector. Another pertinent question is whether the taxpayer is getting value for money from Capita.   

It is not as if the company has a spotless record. Under its control, the Criminal Records Bureau has been bedevilled with technical problems. Faulty Capita software resulted in chaos in the schools admissions system last year. The firm was criticised by the National Audit Office for its mismanagement of Individual Learning Accounts in 2000, an ill-fated government scheme to encourage more adults into education. Despite all this, the public-sector contracts continue to roll in.   

Of course, the central accusation - that Mr Aldridge loaned money to Labour in exchange for government contracts - is almost impossible to prove. It is most unlikely that there was ever any kind of a formal agreement along these lines. And both parties can point out that the awarding of contracts takes place under independent scrutiny. But it is, nevertheless, peculiar that Mr Aldridge should have chosen to resign so soon after his generosity to Labour was revealed.   

In the short term, Mr Aldridge's hasty departure is confirmation of the Prime Minister's folly in attempting to keep these loans secret. Even if the award of all these contracts was entirely proper, by keeping the Labour Party's considerable debt to a dozen wealthy businessmen hidden, Mr Blair has created the impression of sleaze at the heart of government.   

Mr Aldridge claims he resigned because he does not want to invite unwelcome scrutiny of Capita or undermine its reputation by associating it with a public scandal. But companies that bid for government contracts cannot have it both ways. Firms like Capita cannot charge millions to the Government and yet expect to keep their affairs free from public scrutiny.   

Private tendering is set to increase in the future. The likely next Prime Minister, Gordon Brown, has been one of the driving forces behind the expansion of public private partnerships. There will continue to be a huge amount of money to be made by private firms from government contracts for the forseable future.   

Just as a light must be shone into the murky waters of party funding, so too must the processes by which lucrative government contracts are distributed be made transparent. And those that prosper through the public purse must expect the same degree of scrutiny as any government department.   

Contractor who lent Labour £1m quits over sleaze fears  

By Colin Brown Deputy Political Editor  
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The first head rolled yesterday in the Labour loans scandal when Rod Aldridge announced he was quitting as the head of Capita, the IT company he founded, to stop "spurious" allegations damaging its multimillion-pound contracts with the Government.  

His resignation - the first high-profile victim of the row over Labour's secret £13.9m election fund - led to calls for Gordon Brown to take over early from Tony Blair to clean up Labour's image. The Chancellor yesterday distanced himself from Mr Blair who personally approved the loans scheme and nominated four of the donors for peerages.  

Mr Aldridge was not proposed for any honours, but loaned £1m to the Labour Party at the request of Labour's fundraiser, Lord Levy, to help Mr Blair win a third term at a time when his company was engaged in more than £500m-worth of business from the Government. He was also a key donor for a city academy, and in the spring will chair a new youth volunteering project pioneered by the Chancellor.  

Chris Grayling, the shadow Transport Secretary, tabled a series of questions for ministers about Mr Aldridge's financial connections with the Government 24 hours before he announced he was resigning to stop his company's reputation being questioned.  

"There have been suggestions that this loan has resulted in the group being awarded government contracts. This is entirely spurious," he said. "Whilst anyone who is associated with the public procurement process would understand that this view has no credibility, I do not want this misconception to continue."  

The IT group boasted of its influence across Whitehall, in spite of criticism over its contracts, and claimed to have a "core role" in the reform of public services.  

Criticism of Capita projects included a damning report by the National Audit Office on its bid to create the database for the Criminal Records Bureau, which spiralled in cost from £250m to £400m' delays to a database to check on teachers, operated by Capita, which forced schools to close' and a computer system supplied by Capita for Individual Learning Accounts, which was found to be vulnerable to fraud, leading to massive losses. This week financial watchdogs slapped a £300,000 fine on the Capita Group, which runs the London congestion charge, for failing to spot or block fraudulent transactions.  

In the wake of Mr Aldridge's resignation, Capita's share price dropped from 4693/4pto455p.  

Mr Blair tried to draw a line under the row when he faced Labour's national executive committee at a private meeting this week. A report to Labour MPs from the meeting yesterday revealed that, behind closed doors, members of the NEC raised a series of damaging questions about "loans for peerages", including: why loans were asked for by Lord Levy rather than donations' why this change in fundraising was kept secret' and whether the Labour Party was solvent.  

Yesterday Mr Brown put the blame for the row on Mr Blair, saying: "The Prime Minister is leader of the Labour Party and... he has got to take responsibility for the whole position of the Labour Party's finances as well."  

He added: "I have never involved myself at any time in this business of political donations."  

Some Labour MPs said the time had come for Mr Brown to take over from Mr Blair. "Rod Aldridge appears to have resigned to protect his company's contracts. I think this is far more serious than cash for peerages," said Harry Cohen, a member of the Campaign Group of Labour MPs. "Gordon Brown has got to be cleaner than Tony Blair to give us any chance of winning the next election."  

He said he was worried that Lord Sainsbury, another major donor who also loaned £2m to the party, had gained his position in return for his cash support.  

The Tories rejected Mr Brown's claims not to be involved. Mr Grayling said: "Gordon Brown has said that he didn't know about the loans issue and the financial links between Mr Aldridge and the Labour Party. Yet it now appears that Mr Aldridge has been hired to run the Chancellor's pet project and that his company is heavily involved with another of the Chancellor's favourite schemes - the Child Trust Fund. Mr Brown was also the man who ran the Labour general election campaign which Mr Aldridge part-funded. It beggars belief that the Chancellor knew nothing about what was happening."  

In a further embarrassment for Mr Blair, Lord Levy was called to give evidence to a committee of MPs looking into allegations of honours for loans.  

The House of Commons Public Administration Committee, chaired by Tony Wright, a Labour MP, will also question the Priory Clinics founder, Dr Chai Patel, and the property developer Sir David Garrard, who were both nominated for peerages shortly after they lent large sums to Labour.  

The announcement came as a second cross party parliamentary committee- the Commons Constitutional Affairs Select Committee - revealed it was launching its own inquiry into the way political parties are funded.  

In his effort to draw a line under the sleaze allegations, Mr Blair yesterday appointed Sir John Bourn, the respected Auditor General, to advise him and senior minister son breaches of the ministerial code. It follows the controversy surrounding the Culture Secretary, Tessa Jowell, and allegations relating to her husband, David Mills.  

The contracts  

MARCH 2004  

Contract to handle Customs and Excise recruitment.  

JUNE 2004  

Contract to run information services for the Driving Standards Agency - worth £22m.  

AUGUST 2004  

Contract to handle records management for the DWP -worth £70m  

OCTOBER 2004  

Contract with the DFES to administer the National Strategies for Education, worth £177.5m.  

19 SEPTEMBER 2005  

Contract to deliver IT services to the DWP - no value given.  

15 DECEMBER 2005  

Contract to administer the British Water ways pension scheme - no value given.  

20 FEBRUARY 2006  

£120mcontract to represent the DTI over miners' injury liability claims.  

20 MARCH 2006  

Payroll provision for the Independent Police Complaints Commission - no value given.  
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CAPITA   

The resignation of Rod Aldridge, the millionaire businessman exposed this week as one of the Labour Party's secret benefactors, throws the spotlight on Capita, the company he reluctantly leaves behind. The IT firm has prospered since Labour came to power in 1997, mainly as a result of government contracts worth a total of £2.6bn. Last year, it was named as the preferred bidder for a 10-year IT pensions contract with the Department for Work and Pensions.   

Until yesterday, it seemed that things could only get better for the company Mr Aldridge founded back in 1984. Capita's turnover has risen tenfold since 1997. And last year it made a profit of £177m. Even allowing for Capita's shrewd positioning to take advantage of the IT revolution of the late 1990s, this has been an extraordinary success story.   

But this is a story of interest to far more people than just Capita's shareholders. This company is now effectively responsible for a huge range of public services, from collecting TV licence fees to administering the Criminal Records Bureau. Capita boasts that it touches the lives of 33 million people in the UK. One obvious question this raises is why the number of civil servants continues to rise when so much that used to be handled by the state is now performed by the private sector. Another pertinent question is whether the taxpayer is getting value for money from Capita.   

It is not as if the company has a spotless record. Under its control, the Criminal Records Bureau has been bedevilled with technical problems. Faulty Capita software resulted in chaos in the schools admissions system last year. The firm was criticised by the National Audit Office for its mismanagement of Individual Learning Accounts in 2000, an ill-fated government scheme to encourage more adults into education. Despite all this, the public-sector contracts continue to roll in.   

Of course, the central accusation - that Mr Aldridge loaned money to Labour in exchange for government contracts - is almost impossible to prove. It is most unlikely that there was ever any kind of a formal agreement along these lines. And both parties can point out that the awarding of contracts takes place under independent scrutiny. But it is, nevertheless, peculiar that Mr Aldridge should have chosen to resign so soon after his generosity to Labour was revealed.   

In the short term, Mr Aldridge's hasty departure is confirmation of the Prime Minister's folly in attempting to keep these loans secret. Even if the award of all these contracts was entirely proper, by keeping the Labour Party's considerable debt to a dozen wealthy businessmen hidden, Mr Blair has created the impression of sleaze at the heart of government.   

Mr Aldridge claims he resigned because he does not want to invite unwelcome scrutiny of Capita or undermine its reputation by associating it with a public scandal. But companies that bid for government contracts cannot have it both ways. Firms like Capita cannot charge millions to the Government and yet expect to keep their affairs free from public scrutiny.   

Private tendering is set to increase in the future. The likely next Prime Minister, Gordon Brown, has been one of the driving forces behind the expansion of public private partnerships. There will continue to be a huge amount of money to be made by private firms from government contracts for the foreseeable future.   

Just as a light must be shone into the murky waters of party funding, so too must the processes by which lucrative government contracts are distributed be made transparent. And those that prosper through the public purse must expect the same degree of scrutiny as any government department.   

Aldridge leaves Capita decapitated Robert Watts looks at the chairman's resignation after the revelation about his loan to Labour and examines the implications for the company he founded  

By Robert Watts  
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How much can happen in a month? Four weeks ago Capita's executive chairman, Rod Aldridge, proudly announced record results for the outsourcing group he created 19 years ago.  

"Capita enters 2006 with confidence,'' Aldridge said bullishly, as he unveiled record profits of pounds 153m and a slug of new contracts.  

"Our operations are performing consistently well, our chosen markets are active and our sales prospects are exciting. Moreover, the ingredients for a successful year are already in place.''  

This weekend the support services giant, best known for running London's hated congestion charge, is in a state of turmoil.  

Aldridge's resignation last Wednesday over his pounds 1m loan to Labour prompted a near 5 per cent fall in Capita's share price.  

Who will replace him when he leaves in July is just one of a myriad of questions about this extraordinary affair.  

Did Aldridge's loan have any bearing on the winning of lucrative contracts by Capita since it was made? Did the non-executive directors know of the loan? And did they or the shareholders call for Aldridge's head? In short, did Aldridge really walk?  

By the end of last week, Capita seemed to be displaying the neurosis of a company under siege. One malicious rumour was that the loan may have been made using company funds. Aldridge's statement said that the decision to lend money was his "personal decision'', but it did not categorically say that it came from his own resources.  

Within two hours of asking Capita for clarification on this matter, this newspaper received a missive from Geraldine Proudler, the solicitor at Olswang who advised the Guardian in its legal battles with Jonathan Aitken and Neil Hamilton.  

She said that "there has been absolutely no misuse of company funds'' at Capita. A statement from a press officer would have sufficed, but Capita felt compelled to spend shareholders' funds on the letter.  

In his own statement last Wednesday, Aldridge said he was stepping down because he didn't want the "misconception'' that his financial backing for the Labour Party had helped Capita win contracts to persist. In all it has won pounds 2.6bn of business since Labour came to power in 1997. Since last year's election, it has won contracts to run IT for the Department of Work and Pensions, the Independent Police Complaints Commission and the administration of driving licences.  

In February, Capita secured a pounds 120m deal to continue representing the Department for Trade & Industry over personal injury claims from miners. At the end of last year it won a contract to administer British Waterways' pension scheme.  

Popular with New Labour though this support services giant is, Capita's record is not without blemish.  

When the group was hired to create a database for the Criminal Records Bureau costs mushroomed from pounds 250m to pounds 400m. It also copped a pounds 3.7m fine after an array of problems with the launch of London's congestion charge. And only last week, the Financial Services Authority fined Capita pounds 300,000 for inadequate internal fraud controls. This follows similar security problems highlighted by the National Audit Office with the Individual Learning Accounts, another Government initiative implemented by Capita.  

Despite Aldridge's close connection with Labour and Capita's chequered record, the company's rivals do not suggest that it receive favouritism from the Government. These contracts would all have gone out to tender.  

"Capita has won contracts and they've failed to win contracts,'' said a senior figure at one of Capita's biggest rivals. "I think the ones they've won they deserved to win, and the ones they lost they deserved to. But, true, it doesn't look great. And the loan will be preying on the minds of politicians and civil servants when other contracts go out to tender in the future.'' This might explain why Capita's shares have dropped so sharply.  

So if there was no conflict of interest, only the perception of one, why did Aldridge go? The company is adamant that he was not pressured to leave, yet the Sunday Telegraph was told late last year that several shareholders were growing increasingly concerned by the company's links with Labour late last year. In particular, they were troubled by Aldridge's pounds 2m donation to one of Tony Blair's flagship city academies in Blackburn. It was also noticed that he was appointed to head a pounds 150m youth volunteering network in December. This was an unpaid post, but it was made two months after the loan was granted.  

However, it is highly unlikely that there was a coordinated effort to oust Aldridge last week. "That would take days. Details of the loan broke on Monday, and he was gone by Thursday morning,'' says a highly respected City figure.  

"Such moves take time and there is no evidence of that. However, it is possible that one or two shareholders or non-execs made their feelings known. It does look awful, a flagrant conflict of interests. Probably best for him to go before these people start making their feelings known.''  

Certainly, Peter Cawdron, Capita's senior non-executive director - who is now tipped to replace Aldridge - has a reputation as a stickler for the rulebook. One has to wonder too what Capita's chief executive, Paul Pindar, felt about his chairman's generosity to his biggest customer, or if he even knew about it. Although the company has flaunted its "contacts across government'', Capita's annual report stresses that it makes no political donations.  

Another individual who loaned money to Labour in the run up to the 2005 general election said yesterday that Aldridge resigned to save himself and Capita from any further criticism. "It was simply because of this [to avoid damaging criticism] that he resigned. No other reason,'' the individual said.  

But this scandal has not just proved damaging for the Labour Party. The Capita story is an astonishing, even astounding tale of wealth creation. For several years it has been one of the most highly rated stocks in one of the most highly rated sectors: support services. Despite last week's fall it still trades at 456.25p, on a multiple of 24 times prospective earnings and yields only 1.6 per cent. Its dividends have grown at a compound rate of 31 per cent in recent years, but the shares peaked at 645p in 2000.  

After leaving school at 16 with five O-levels, Aldridge became a postboy, then trainee accountant, at East Sussex County Council. It was not until he had turned 40 that he organised a pounds 330,000 management buyout of CCS, an obscure consultancy wing of the Chartered Institute of Public Finance and Accountancy, which advised local government on payroll. Today his creation has a market capitalisation of pounds 2.4bn.  

Aldridge owns more than 17m shares in the company, worth pounds 81m. In the past year, he has sold 1m shares worth more than pounds 4m and he retains options over a further 2.4m shares with exercise prices between 71p and 359p.  

Yet this weekend it seems inevitable that Aldridge's legacy will remain forever tarnished by his financial dealings with the Labour Party - a grim lesson perhaps for other businessmen who choose to dabble in the murky world of Westminister.  
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Sir, Fresh from the disaster of the individual learning accounts of a few years ago, the Department for Education and Skills now seems determined to destroy the one sector of education that is operating successfully.  

To solve the skills gap, schools must put their affairs in order and then employers must reintroduce apprenticeships and day release to colleges equipped to provide proper skills-based training. Many such colleges have been upgraded to universities, which has contributed to the problem.  

MARK WINDISCH Wembley  

(c) Times Newspapers Ltd, 2006   
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Wolf! Wolf! has been the motto of the National Farmers' Union for so long that the British public can no longer tell a silo from a subsidy. Yet last week England's 120,000 farmers had a legitimate grievance. They were stunned to be told that last year's subsidy cheques are still not in the post. They may not get them for another month, if then.  

Only 20% of cheques have been signed, partly because a Pounds 37m government computer has declared more than 95% of claims "unvalidated". As a result some Pounds 3billion cannot be released from the exchequer. Ministry phones go unanswered, forms are lost, banks are preparing to foreclose on overdrafts. The BBC's Farming Today programme is like a daily dispatch from a banana republic.  

England's new single farm payment scheme has collapsed. Two weeks ago Margaret Beckett, the relevant minister, declared: "I take full responsibility." She meant she had just sacked one of her officials, Johnston McNeill, so as to save the skin of her farm minister, an obscure Tony crony called Lord Bach. The latter had spent six months deriding critics of his scheme as "shoddy" and creating "unfounded alarm and uncertainty".  

The shambles at Defra, the rural affairs department, might win more publicity were a similar litany of woe not rising from every corner of Whitehall. The health department's extravagant pre-election pay rise for the National Health Service has led to a Pounds 900m wave of health trust deficits. Accountability has taken the same track as at Defra. No minister has resigned but Patricia Hewitt has sacked an official, Sir Nigel Crisp, with the bung of a "back-pocket" peerage.  

Part of the trouble at health was also Hewitt's extraordinary decision to proceed with a Pounds 6billion "choose-and-book" computer. This is an unnecessary machine for which no health professional ever asked and which was sold to her predecessors by the smooth-talking salesmen now beating a path to the softest touch in global computer procurement, the British taxpayer. A leaked report in February suggested that the NHS computer may end up costing a mind-numbing Pounds 50billion.  

Meanwhile, the Commons public accounts committee has just declared the maladministration of Gordon Brown's new tax credit scheme "systemic". As computers struggle to "claw back" some Pounds 2billion in overpayments from people who have already spent them, post offices resound to hysterical claimants trying to reach officials on mobile phones, having been denied money to which they felt entitled.  

The list continues. At the Child Support Agency a backlog of 350,000 cases and a dud computer have led to uncollected maintenance of Pounds 3billion. The culture department was last month castigated by a Commons committee for its 24-hour drinking law, "a shambles ... dilatory and completely unacceptable". The education department has blown Pounds 1billion on a "truancy and behaviour initiative" from which government auditors could find no benefit.  

John Prescott has spent Pounds 168m on "consultancy fees" involved in demolishing 150,000 houses in the north of England. The row over the principle of identity cards has obscured a greater scandal: Charles Clarke's gullible acceptance of a computer contract whose cost is escalating past Pounds 12billion towards, on one estimate, Pounds 30billion.  

A forthcoming study of public sector IT (by Patrick Dunleavy and Helen Margetts) has British government the worst of seven leading purchasers, with the highest "scrap rate", the least contract discipline and the most unbalanced dominance by big suppliers. The American firm EDS has 51% of the UK market and is invulnerable to its own failures.  

Something is wrong with British public administration. Britons are not used to having their central government so comprehensively trashed. Since the days of Northcote-Trevelyan it was the envy of the world. The integrity of the civil service was taken for granted and the accountability of ministers was the rock on which the constitution was built.  

The traditional partnership between ministers and civil servants has collapsed, destroyed by Blair's sofa government and his miasma of agencies, consultancies and private firms. These lack continuity, leadership and accountability. The relationship between Whitehall and such shadowy entities as EDS, KPMG, WS Atkins, Serco and Capita seems immune to scrutiny. Yet Brown has granted them multi-billion-pound contracts, some for as long as a quarter of a century. Serco describes itself as having "a culture infused with the spirit of public service".  

It runs Britain's speed cameras.  

Rod Aldridge, chairman of Capita, calmly resigned last month rather than embarrass his company over a Pounds 1m secret loan to Tony Blair, after a sequence of lucrative contract fiascos. These embraced individual learning accounts, London housing benefits, the Criminal Records Bureau and a mysterious contract for a "government literacy and numeracy strategy" that cost Pounds 177m, not a penny of which went on teaching. Capita's turnover under Blair has soared from Pounds 112m to Pounds 1.4billion. Aldridge, "a government adviser on outsourcing", has become a multi-millionaire at our expense.  

The establishment of "agencies" under Margaret Thatcher was intended to spotlight executive objectives, not enrich the private sector. Responsibility was clear.  

There was still a civil service profession, secure and trained to "speak truth to power". It had its failings, well satirised in Yes Minister. Its virtues are becoming the more apparent by their absence, leaving behind a regime more reminiscent of Paraguay or Peru.  

The introduction of what a Blair aide, Jonathan Powell, called a "more Napoleonic" style of government was meant to traumatise the old regime and did. Civil servants were all but banished from the upper echelons of government in favour of sycophants and entrepreneurs. Last year Blair rejected the demand of the public standards watchdog to end "mistrust and cronyism" by no longer letting ministers give top jobs to their friends such as Bach and Lord Birt.  

Privatisation shifted advice to ministers away from the civil service towards "para-government". What had been the work of officials is now undertaken, at vast expense, by McKinsey, UBS Warburg, Price Waterhouse Coopers, KPMG and others.  

Favouritism and waste run uncontrolled by parliamentary or value-for-money audit.  

Fees paid by Brown to privatise the London Tube ran to more than Pounds 500m - without buying a single train.  

The Office of Government Commerce, supposedly charged with cutting 70,000 civil servants in three years (the "Gershon" cuts), has so far cut 3,000, while increasing its spending on consultants from Pounds 5.8m to Pounds 9.2m in a single year. When asked what it could cut, the health department said it could lose Pounds 500m in overheads "with no loss of efficiency". Meanwhile, anyone visiting a London accident and emergency department might be forgiven for thinking themselves back in Nightingale's Scutari.  

This is not public administration but public chaos. Downing Street is deaf to the cry from across the public sector: please, no more reorganisation. Primary care trusts are about to be reorganised for the umpteenth time, from 330 down to under 100; police forces from 43 down to 24; and planning offices from counties to eight regional outposts of Whitehall. The trend of this reorganisation is everywhere centralist, despite protestations from the minister for making speeches about localism, David Miliband. The police force amalgamations will cost Pounds 500m without buying a single extra policeman. Upheaval buys consultants, not services.  

It is Trotsky's "perpetual revolution".  

If there is one thing this government hates being told, it is that someone else does things better. Yet devolved government in Scotland and Wales has implemented the new farm subsidy scheme a month ago with no trouble. The one arm of government that is meeting the Gershon staff targets is not central but local. No local government is running a deficit. The only public sector computer project to be working properly is London's congestion charge, commissioned free of Whitehall involvement.  

Last week British local councils went on strike. They did so because Brown had conceded gilt-edged pensions to all central government staff, including MPs, but insisted that workers in local government do an extra five years before retiring.  

It was a class arrogance no Tory chancellor would have dared. As snobbery it was magnificent. As public administration it was dreadful.  

simon.jenkins@sunday-times.co.uk  

(C) Times Newspapers Ltd, 2006   

Students' reward card flop earned Capita pounds 66m  
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IT COULD have paid for more than 3,300 new teachers, 250,000 laptop computers or replenished understocked school libraries with 10 million new text books.  

Instead, pounds 100 million of public money has been wasted on a reward card scheme, intended to encourage teenagers to stay on at school, which has been officially evaluated as a flop. Ministers decided last week to cut their losses and axe the Connexions Card - but not before it has earned Capita, the private company that runs it, more than pounds 66 million.  

Critics yesterday rounded on ministers for yet another ill-conceived initiative which has wasted huge amounts of public funds on trying to "bribe'' youngsters to turn up to lessons.  

"Millions of pounds of taxpayers' money has ended up in the coffers of the Government's friends at Capita because of this gimmick,'' said Nick Seaton, the chairman of the Campaign for Real Education. "This money would have been much better spent in schools and colleges on raising basic standards, so that pupils have the necessary levels to continue with education.''  

David Willetts, the shadow education secretary, compared the scheme with the fiasco of Individual Learning Accounts - a bungled attempt to encourage more adults into education, which was also run by Capita. "This is yet another example of an untested, ineffective project that has been allowed to run for years despite failing to produce results. Just think of the number of maths teachers or text books that could be bought with this kind of money.''  

The Connexions Card was launched by the Department for Education and Skills six years ago to give 16- to 19-year-olds an incentive to stay on at school by giving them "loyalty points'' that they could exchange for discounts on CDs, clothes and tickets for events.  

Early evaluations in 2003 warned of its lack of progress, but ministers continued to back the scheme, even after the final assessment report last year concluded that there was no evidence that it had improved teenagers' motivation or led to more staying on. Less than four per cent of youngsters had redeemed points with the card. Just 54,788 had used it by the end of 2004 - spectacularly failing to hit the target of 1.7 million.  

While the scheme was questioned by critics, Capita was picking up pounds 66.14 million. Under the contract, the company is due to receive a further pounds 41.48 million, but officials refused to say last night how much of this would be paid.  

Beverley Hughes, the children's minister, said: "Cardholders will have until the end of August this year to earn points and until the end of February 2007 to redeem them. We will be winding it down because the card has served its purpose.''  

Official figures released last week show that the proportion of 16- to 18-year-olds who are not in education, employment or training increased from 10 per cent in 2004 to 11 per cent last year - about 220,000 young people.  
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A new strategy aims to meet skills needs and appeals for fairer funding  

The Open University in Scotland has released plans aimed at meeting Scotland's skills needs over the next five years - along with a plea for fairer funding for part-time students.  

The OU is Scotland's largest part-time higher education provider, with 39 per cent of the country's undergraduate university students. Its five-year strategic plan commits the OU to developing its provision to meet a growing need for part-time education, caused partly by Scotland's ageing population.  

The OU's strategy is specifically geared to respond to Scotland's skills agenda, says its Scottish Director, Peter Syme. "We need to focus on raising skills in the workplace. Numbers of school leavers will tail off over the next decade and nearly 80 per cent of the workforce are not educated to degree level. We believe Scotland should see the OU as an important resource to draw on."  

Scotland's part-time students are at a greater disadvantage, compared to full-time students, than their counterparts in other parts of the UK, he says. Scottish full-timers are now exempt from tuition fees while part-timers continue to pay them, and receive significantly less financial support.  

"The OU is firmly of the view that the support available to part-time students, as opposed to full-time students, is out of balance for Scotland. More needs to be done to support part-timers.  

"In the short term, this could be done by extending the fee waivers scheme and Individual Learning Accounts. In the medium term, whatever the fee regime, maintaining the distinction between part-time and full-time makes little sense."  

The OU has just joined the Scottish Executive's Individual Learning Account scheme, which allows people on low incomes to get up to £200 a year towards the cost of studying an Open University course. Syme said this is good news, but finance continues to be a barrier to learning and part-time students still get relatively little support.  

The Open University has more than 14,000 students in Scotland, making it the country's largest part-time education provider. One in five OU students in Scotland is on a low income or not in unemployment.  

OU NEWS IN BRIEF  

England win World Cup  

A team of seven schoolgirls from Suffolk have become World Champions in the Robot World Cup held in Bremen, Germany, in June. The team from Amberfield School, near Ipswich, took first place in the RoboDance event. Altogether six UK teams reached finals of RoboCup, in which team of youngsters design and build robots to play soccer, carry out rescues and dance. Dr Ashley Green, an Open University robotics researcher who co-ordinates the UK entry, said: "Our teams were up against stiff opposition from around the world, including state-sponsored Chinese and Japanese teams equipped with more advanced electronics." Al the British teams had to fund their own travel, accommodation and registration expenses.  

Practice makes perfect  

Are you teaching or otherwise supporting learning in higher education, and seeking to develop your expertise? A new postgraduate certificate in academic practice has been launched by The Open University, which gives you the opportunity to appraise your educational practices in the light of research into learning, teaching, assessment and other aspects of the curriculum. Students will investigate and apply technologies and practices to support student learning in distant, virtual, blended and face-to-face modes of teaching. For more information go to  www.open.ac.uk/courses  and key in course code H812 into the prospectus search.  

Building on success  

A successful student has been rewarded by having a building named after him. Philip Suly, 60, who gives his name to The Open University's new Student Services headquarters, has studied 61 Open University courses and achieved a BA, a BSc, an MSc and three diplomas. Suly, who runs his own consultancy business and describes himself as a "compulsive studier", puts his impressive academic achievement down to good time management.  

Capita delivers value -to customers and shareholders alike;Tempus   
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Capita still has the power to please investors. Yesterday's interims revealed an express train of a business thundering down the rails with the prospect of miles of empty, dead straight track still ahead of it.   

Sales, operating profits and the first-half dividend were lifted, respectively, by 23 per cent, 27 per cent and 29 per cent -not a bad pace for a locomotive now weighing in at Pounds 3 billion.   

Capita is a past master at persuading government departments and private sector enterprises to outsource to it back- office functions of all sorts. The company gets a bad press. There have been fiascos such as the delays over checking teachers for criminal records at the Criminal Records Bureau or the fraud-hit plan for Individual Learning Accounts.   

But Capita wouldn't keep winning contracts if it wasn't, on the whole, delivering good service at less than the cost to its clients of doing things in-house. In the first seven months of this year it has clinched Pounds 806 million of major contracts, from taking over part of the BBC's personnel department to running a call centre fielding technical queries for Dixons.   

The pipeline of potential new business, where it has already been shortlisted as a candidate, stands at Pounds 2.8 billion. Capita has also proved itself adept at retaining contracts when they come up for renewal.   

The beauty of the business model is that the contracts are long term, running for as long as 25 years and averaging eight years. Shareholders can peer years into the future with relative confidence. There are few other companies which at the halfway stage could boldly announce, "the board believes shareholders will be very pleased with the results for the year as a whole".   

Capita is big and has been able to apply scale economies to bring down costs for clients, while pocketing substantial profits for itself. In one niche business - handling life policy customers for the insurance industry -it reckons it has in five years driven down the backoffice cost from Pounds 40 a year per policyholder to about Pounds 12. It now handles administration for 10 million policyholders.   

That scale advantage is hard to challenge. Across all outsourcing areas, Capita claims 26 per cent of the market. Its closest competitor, Liberata, has 10 per cent. The shares, up 44p yesterday to 518.75p, now stand on 23.3 times earnings and yield 1.6 per cent. Pricey, but still worth buying.   

(c) Times Newspapers Ltd, 2006    
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Until last week I had never been in the boardroom at the National Audit Office. It is one of London's hidden art deco gems - a visual feast of wood inlay and sweeping curves, albeit somewhat faded with age.   

Sitting down with Sir John Bourn, the Comptroller and Auditor-General (pictured), my mind was on anything but the decor. After all, this highly respected figure, the UK's most senior public spending watchdog, very rarely gives interviews.   

I started by asking about tax credits - Gordon Brown's flagship policy, designed to top up low incomes. Earlier this month HM Revenue & Customs admitted that the system is losing pounds 1.3bn annually to fraud and error - more than double the predicted sum.   

Opposition politicians accuse the Chancellor of "meddling'' with tax credits - changing the rules too often in a bid to appear dynamic. Critics add that the scheme is too complex, systematically overpaying some claimants with the state then clawing money back.   

Bourn is impeccably neutral. But he too lays the blame for the waste - more than pounds 1 in every pounds 10 paid out - firmly at the Chancellor's door.   

"If you constantly alter the system, you increase fraud and error,'' he says. "You foster chaos and confusion as claimants and civil servants try to cope with changes that are not thought through.''   

Bourn is "troubled'' that the Chancellor's pet project is causing "genuine misery'' among low-income families. "The thing about tax credits, and I find this just incredible, is the failure of imagination and of sociological competence,'' he says. "A scheme has been designed in which we over-pay a lot of poor people, who often have trouble managing money. So when we later demand repayment, that causes a great deal of anguish.''   

I cite the Government's line - that tax credits combat poverty.   

"People have been helped,'' Bourn concedes. "But why do that in a way which causes such misery? And we've spent far more than necessary because we've had to write off the hundreds of millions of pounds we simply can't get back.''   

I refer to a recent NAO report which found that more than 1m pensioners were not claiming pension credit because they found the associated means test either demeaning or too complex.   

Bourn laments the "terrible waste of resources'' represented by a policy - again, closely associated with Brown - that has pulled almost half of all pensioners into means testing. "The transaction costs involved in means testing at the current level are ridiculous,'' he says. "As a society, we don't have to spend our money in this way''.   

The NAO annually oversees a staggering pounds 700bn of government spending and revenue. Its work - auditing a whole range of public bodies - saves taxpayers millions of pounds every year. That is why, within Westminster and Whitehall, Bourn's word is gospel.   

With that in mind, I ask about Network Rail. The rail infrastructure company is classified as a private sector entity - despite debts, backed by the Treasury, of pounds 23bn. Should this mighty liability, I ask, be on the Government's books?   

"The Office for National Statistics is examining this,'' he says. "The vibes I'm getting suggest the ONS may indeed soon be saying they should classify Network Rail's debt in the public sector.''   

This is hugely significant. A seemingly arcane accounting move would smash Brown's hallowed fiscal rules to smithereens. "If it was left to me,'' Bourn adds, "I would say Network Rail should be in the public sector.''   

We broach the more general issue of statistical independence. I cite a recent Mori poll which suggested that four fifths of the public think official data are skewed.   

"I'm not surprised,'' Bourn says. "We used to believe in official statistics without question. In previous years, a minister dealing with some uncomfortable numbers wouldn't attack the statisticians and argue they are wrong. But they do now.''   

Bourn detects "real anger'' in the ONS that official numbers are challenged by economists closer to the political action. "Professional people feel their work is being subverted,'' he says.   

"Ministers question their work using data produced within departments - and that's worrying for our democracy.''   

This is part of a trend, says Bourn, that sees ministers "acting like chief executives, looking only to boost their short-term share price''. I ask what he means. "There is not enough piloting of policy. And when ministers rush ahead, that increases the risk that taxpayers won't get value for money.''   

I take this as a general statement - until Bourn starts naming initiatives launched - or reformed - by this Government. "The Child Support Agency,'' he says, "tax credits and Individual Learning Accounts - these have all failed because they were launched too quickly, and without any thought for the people implementing them.''   

But even the Civil Service itself doesn't escape without a prod. "Whitehall needs to make much better use of its people,'' says Bourn. "Often, there is talent among the little people, way down the line, whose ideas are crushed by middle managers.''   

"You mean Sir Humphrey?'' I ask. "Yes - we need to strangle Sir Humphrey,'' says Bourn with a smile. "He wants to maintain the status quo - and isn't interested in finding innovators within the civil service. That's a betrayal of the public.''   

The NAO's boardroom may have faded with age. But as I leave through its double doors I reflect that our 72-year-old Auditor-General is very much at the top of his game.   

Liam Halligan is Economics Correspondent at Channel 4 News.   
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Welcome to a week in the life of the Home Office. On Monday it was "super Asbos" (yet again) to crack down on crime without bothering judges. On Tuesday two Islamic groups were banned under new speech censorship powers. On Wednesday came a "top level purge" of disloyal Home Office officials. On Thursday we had 8,000 more prison places, a 10% increase, to accommodate "violent and dangerous prisoners", and longer sentences for rapists and paedophiles. On Friday we had army boot camps back again to toughen up young prisoners and more summary justice by police on the street. This is the new Britain.  

The arrival of John Reid at the Home Office has elevated the HGI (headline-grabbing initiative) into a medieval book of hours. For the past eight years July has brought the same "rebalancing" of the criminal law, the same get tough measures against criminals (vicious murderers and rapists, as Reid calls the entire prison population) and affirmations that last year's HGIs were palpably inadequate.  

This is desperate stuff, proving only that Reid is not a strong minister but a man in thrall to his press. His daily antics must humiliate whatever shred of intellectual respectability still hangs about his shell-shocked department.  

The sheer repetitiveness of Home Office HGIs shows their irrelevance to what may (or may not) be wrong with law and order in Britain. Not one minister in this government has the guts to stand up to the tabloid press, invariably cited as a proxy for public opinion. Public administration has become a long-running performance of The Royal Hunt of the Sun.  

For all this the worm is beginning to turn. If only out of exhaustion the system seems to be rejecting the present government's overriding HGI culture. Recent months have seen a lengthening list of initiatives shrinking as if removed from political life support.  

Last week a costly attempt to nanny the private housing market collapsed under the politically challenged minister Yvette Cooper, famous for her unreadable white papers. She had been warned from the start that her compulsory "home improvement packs" were expensive and redundant aids to house purchase. Yet she pressed on, encouraging some Pounds 250m to be invested in duplicating private surveys.  

With nowhere near enough inspectors recruited the prospect was of sudden stasis this autumn in the housing market, apart from the added cost of Cooper's housing stealth tax -Pounds 800-Pounds 1,000 per pack. Only last week did she admit defeat. The packs will now be voluntary and therefore pointless.  

Meanwhile, across Whitehall tents are folding and caravans departing in the night.  

At education Tony Blair had to abandon Lord Adonis's dream of a personal grammar school sector to rival local comprehensives (though religious selection remains).  

Last week Patricia Hewitt, the health secretary, had to drop a bizarre advertisement inviting private sector firms to run the Pounds 64billion worth of local National Health Service trusts. This giant leap towards privatisation was called a "drafting error" by Lord Warner, her junior minister, and was withdrawn.  

The much-delayed NHS computer, its cost rising towards Pounds 20billion, is slithering towards disaster as doctors, never consulted, claim to have no use for it.  

Round at the Treasury, Pounds 2billion in overpaid tax credits to poor people has had to be written off because computers cannot recoup them without turning a poverty trap into a bankruptcy one. The same department last December walked away from an exotic plan to allow tax relief on second homes for pension plans. Having ignored all warnings that the scheme was a tax dodge, Gordon Brown performed a U-turn weeks before the start of the tax year and cost millions in wasted advice.  

A similar onset of sanity appears to have taken hold even of the Home Office. This month Reid formally abandoned the plan considered vital by Charles Clarke, his predecessor, to cut 43 police forces to 17. A reform said to save up to 25,000 police jobs and millions of pounds in administration was then said to cost anything between Pounds 175m and Pounds 1 billion to implement. Such stupefying sums seem to come and go unaudited.  

At the same time the Home Office indicated that its much-vaunted ID cards are to be both postponed and reassessed. At Pounds 6 billion and rising (possibly to Pounds 12 billion), any concept of value for money has long departed. For that sort of money, said one Whitehall wit, Blair could wipe out every terrorist base in Afghanistan and still have cash to spare for a national DNA database.  

Westminster gossip attributes this retrenchment to the waning status of the prime minister and Brown's rising star. Yet almost all the HGIs now in retreat fell within the purview of Brown's Treasury. Its own catalogue of failed initiatives is as long as any, embracing e-universities, individual learning accounts, baby credits, Tube privatisation and so-called "Gershon cuts". A more plausible reason for the retreat is that the managerial ideology of the government's early reformism, of salvation through high-tech innovation, just never delivered.  

The huge mainframe computers sold to gullible ministers and laundered through the "Office of Government Commerce" have never worked as promised. In most cases billions of pounds have gone up in unaudited smoke. At the Home Office alone, the prison service cannot keep tabs on released prisoners or talk to departments dealing with probation or immigration or asylum or even the police. The whole sales pitch of computers -joined-up government -was nonsense.  

E-government was the application of technology to an insoluble problem, the straightening by government of Kant's crooked timber of mankind. This was well demonstrated last month when an official was asked how many illegal immigrants there were in Britain. He pointed out that the question was impossible to answer, like the number of "failed asylum seekers" at large. He was excoriated for stating the obvious.  

The same obscurity surrounds "police reported crime figures" published last week.  

These have nothing to do with crime and everything to do with police station closures, call centres and record keeping, and with the shifting definitions of crime. People are so brainwashed by the cult of statistics as to be innumerate when it comes to assessing them.  

The onset of Whitehall realism suggests a loss of faith in the mechanistic arrogance with which Blair's government took office. His mindset saw facts as things stuffed in at one end of a silo while policies were "delivered" at the other. His personal disillusion was already clear from his "scars on my back" speech in 1999. Yet for six years he was at sea, dragged hither and thither by fee-hungry bankers, consultants and computer salesmen.  

Like Brown, Blair trusted private sector consultants rather than civil servants because they were richer. He could not understand that a ready fee distorts advice. A decade of NHS reorganisation consumed a doubling of real expenditure yet delivered the mass closure of local general hospitals and the collapse of out-of-hours GP services.  

An excellent BBC radio documentary on the Home Office last Thursday presented it as the typical postmodern department of state. Its concern was not with promoting the economy but with such intangibles as the public's sense of security. As such it was institutionally vulnerable to high-profile failure, always under pressure to play safe. It was expected to guard civil liberty and yet to keep in check the forces of darkness.  

These days it seems to have sided all too readily with darkness. Terrorised by the tabloid papers, Reid and his predecessors have never knowingly uttered a liberal word and seem to delight in infuriating the Home Office's pet villains: judges, prison reformers, human rights campaigners and "bleeding hearts". As Reid delights in his tabloid reviews he knows that his policies of prison-cramming and judge-bashing are charlatan. But what the hell if they are popular and drive the Tories farther to the right (away from all hope of a Liberal Democrat coalition).  

To this a sensible public has only one recourse, now increasingly in evidence. It is that HGI government simply does not work. Rushed and ill-conceived initiatives fail. Sanity has the best tunes in the end. For that at least we can thank that humble home improvement pack.  

simon.jenkins@sunday-times.co.uk Escape from the ministry of madness, News Review, page 8  

(C) Times Newspapers Ltd, 2006   
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INDUSTRY chiefs will today accuse the Government of wasting millions of pounds on an "alphabet soup'' of quangos and colleges which fail to provide skilled workers.  

They dismiss the provision of skills and training as "dysfunctional'' and "irrelevant'' to meeting the needs of business.  

The report, by the Confederation of British Industry, says the Government has squandered pounds 3 billion on further education colleges.  

It says the number of vocational qualifications has swollen to nearly 6,000, but claims many have been designed by consultants rather than employers, making them of doubtful economic value.  

In a blow to Gordon Brown, the Chancellor, who has made skills training one of his priority areas, the CBI says fewer than half of employers have received useful information from the Government's 49 skills bodies.  

The employers want the Government to scrap ring-fenced funding for further education colleges, forcing them to compete for money with employer provided training. They also say they should be put in the driving seat, designing qualifications to  

meet their needs and that of the economy.  

Under Mr Brown the Treasury has pumped money into training budgets.  

The first initiative, Individual Learning Accounts, which he announced in his 1999 Budget to provide lifelong learning opportunities for everyone in the workforce, had to be abandoned after more than pounds 1 million was siphoned off by fraudsters.  

The careers service was re-launched as Connexions, the pounds 450 million a year quango which spent a large amount of its budget on advertising but was condemned by schools as unhelpful and is about to shut down.  

Then the complex bureaucracy of the Learning and Skills Council, made up of 47 local branches distributing pounds 9 billion a year, was reformed into 148 "local partnership teams'' with the addition of 25 sector skills councils.  

Mr Brown ordered a review of skills in 2004, headed by Sandy Leitch, the former chief executive of Zurich Financial Services, which in its interim report last year predicted that opportunities for unskilled workers would shrivel from 3.4 million today to 600,000 by 2020, bringing an urgent need to raise the level of skills.  

The CBI is also calling for a new professional careers advisory service and a reduction in "the bewildering number of skills bodies''.  

"We don't want another shuffling of the deck chairs within a dysfunctional system,'' said Richard Lambert, the CBI's director-general.  

"Instead a closer relationship between business and training could really help us face globalisation with confidence.''  

Dr John Brennan, the chief executive of the Association of Colleges, disputed the CBI report, saying that Ofsted had judged 99 per cent of college provision to be satisfactory or better for 2005/06.  

"Colleges already compete in an open market very successfully as more than 2000,000 employers across the country can testify.''  

Businesses back Leitch recommendations on training REACTION.  
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Business leaders broadly welcomed Lord Leitch's recommendations which would give employers a key role in determining the content of publicly-funded training schemes.  

However, EEF, representing manufacturing employers, cautioned that government must deliver on its own commitments "before considering any form of compulsion on employers to delivering basic skills in the workplace".  

Richard Lambert, director-general of the CBI employers' group, last month called for further education colleges to be stripped of the Pounds 3bn they receive from the taxpayer and for businesses to be allowed to decide how to use the money to train workers.  

He said yesterday the Leitch recommendations could "improve the UK's skills profile dramatically over the next two decades".  

"Companies will endorse Lord Leitch's central tenet that the skills needs of employers - and employees - should be at the heart of adult training," he said.  

Jeremy Galpin, a director of construction group Costain, said: "Leitch's focus on finding ways to ensure the UK has the right skills for the next decade is vital. Industries such as construction are already under great pressure to ensure that they realise their potential and deliver on a heavy order book, including high-profile projects such as the 2012 Olympics."  

However, further education colleges were cautious, amid concerns their funding could be at risk from employers going to private training providers.  

John Brennan, head of the Association of Colleges, welcomed many of the proposals but said the funding changes would "require careful planning and their managed introduction over a realistic period to maintain stability of provision for the millions of adults in colleges".  

Paul Mackney, general secretary of the University and College Union was more critical. He said: "We don't want all the skills funding to be dependent on constantly changing short-term needs of employers. Further education is better equipped to judge both immediate and long-term skills needs, taking account of regional and national factors."  

Brendan Barber, TUC general secretary, said the "clock was ticking" for the one in three employers that failed to train. These employers were "now on notice to clean up their act by 2010, or the new individual right to workplace training will be implemented", said Mr Barber.  

David Willetts, the shadow education secretary, welcomed Lord Leitch's analysis of skills needs but said he should have cut the number of training quangos.  

"There is a failure of nerve because they did not follow through on their analysis with practical proposals to clear the number of existing planning bodies. If he was really serious about putting all the money into Train To Gain and Individual Learning Accounts, we would not need any of these bodies."  

Employer control of adult skills cash 'risky'.  
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Proposals to give employers total discretion on how to spend the vocational adult learning budget is an "extremely risky" way to overhaul the skill system, the outgoing chief inspector of the Adult Learning Inspectorate has said.  

The distribution of all public spending on adult vocational skills through the Train to Gain scheme was one of the central recommendations last week by Lord (Sandy) Leitch in his Treasury-commissioned report on giving the UK a "world class" skill system.  

Lord Leitch said it would help to make the training system more responsive to the demands of business, but David Sherlock, chief inspector of the ALI, said it was fraught with difficulties.  

"The aims of the Leitch report are perfectly sensible, but we have doubts about whether the means of getting there are going to be reliable. Just putting Pounds 3bn a year through Train to Gain and Individual Learning accounts seems to me to be very high risk."  

Train to Gain is a brokerage system that helps employers access funding and training services that best suit them.  

ALI inspectors found examples of where Train to Gain had contributed little or no teaching of new skills "and where little or no value had been added to the capability of the employee or employer".  

Mr Sherlock said: "If we simply parcel out money through brokers to any employer who thinks they can use it, we will have a huge proliferation in the number of training sites. In some ways that is a good thing, but it will also mean we will lose some control and some employers will inevitably cheat the system."  

Publishing his last report as chief inspector before the ALI is merged with Ofsted next year, Mr Sherlock also warned of other potential problems.  

A new "light touch" inspection regime would reduce the information about particular courses available to employers. This could hinder the creation of an efficient market in adult learning and skills.  

He said: "Lighter-touch inspection and greater self-regulation by providers may be perceived as reducing bureaucracy and saving money, but they also carry grave dangers - losing sight of excellence, failing to spot poor performance, sacrificing the objectivity which only external scrutiny brings."  
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A distinguished Maori educationist recently told me he was impressed by the way colleges in the UK helped people to learn how to do things. He was, though, puzzled by the things that they didn't teach: how to be a good family member, how to relate to your community, what stories to tell your children. With an education like this, he wondered, "who would want to come to your funeral?" The question stuck in my mind as I was reading the Leitch review, with its ambitious targets for the skills needed to make the UK economy more competitive.  

It will cost between pounds 1.5bn and pounds 2bn a year until 2020 to implement Leitch; and while Gordon Brown accepted the review's targets in his pre-budget report, we will only know if there is enough money to achieve it when the comprehensive spending review is over.  

Labour came to power with a vision of lifelong learning like my Maori colleague's. It recognised that in addition to learning for work, adults use learning to enrich their lives, to contribute to their communities, to help their children, and to prolong their active lives.  

The government backed its vision with individual learning accounts, which showed that there is a massive demand for learning, as long as people can choose what, where and when to learn. It fostered initiatives to develop adult learning in the poorest communities, and it backed a Skills for Life strategy which has given more than 3 million people the chance to improve their literacy, numeracy and language skills.  

The strategies were accompanied by a call, repeated in Leitch, for more investment from government, individuals and employers. But the policies that followed offered carrots, in the form of subsidies to employers to offset training costs; and sticks, in the form of sharp increases in fees, and a reduction in course offers for individuals. And much of the new provision was paid for by cuts in other areas of adult learning.  

Thankfully Skills for Life remains a priority. But the same cannot be said for adult learning in general. The latest evidence from the Learning and Skills Council makes bleak reading. It shows that in 2005-06, the number of 19- to 29-year-olds in further education fell by about 10%, and the number of students in their 30s and 40s was down 17%; there were 21% fewer 50- to 54-year-olds, 23% fewer 55- to 59-year-olds, and the number of pensioners fell by 26%. There was a decline of 10% in adult and community learning.  

These figures come on top of sharp losses in student numbers in 2004-05, and ahead of a cut in the European Social Fund's support for participation in further education for the most vulnerable groups. It is a high price to pay.  

The biggest losers have been people pursuing courses that fall outside the National Qualifications Framework, with a year-on-year fall of almost 40% of provision where the level was not specified. French for Fun is better protected than level 3 Italian - crazy.  

Over three years, around a million learning opportunities for adults will be lost. The figures are, surely, testament to Labour's abandonment of its vision for lifelong and life-wide learning for all. In its place we have a narrow utilitarianism, with government support available to employers, and to people who want the qualifications the government wants them to want.  

There is, of course, a thriving private market in adult learning, for those with the cash and the confidence to make use of it. Our studies suggest that the gap between the learning rich and the learning poor is as wide as ever, that working-class people miss out, and that older people lose out most. As the 80-year-old mother of a colleague asked: "Why do they give me a free TV licence and take away my keep-fit class?"  

Of course, I hope Gordon Brown will find the money for Leitch. We need a skilled workforce, certainly, but we also need a civilised, inclusive society. And learning for that needs support as well.  

Alan Tuckett is director of the National Institute of Adult Continuing Education  
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A distinguished Maori educationist recently told me he was impressed by the way colleges in the UK helped people to learn how to do things. He was, though, puzzled by the things that they didn't teach: how to be a good family member, how to relate to your community, what stories to tell your children. With an education like this, he wondered, "who would want to come to your funeral?" The question stuck in my mind as I was reading the Leitch review, with its ambitious targets for the skills needed to make the UK economy more competitive.  

It will cost between pounds 1.5bn and pounds 2bn a year until 2020 to implement Leitch; and while Gordon Brown accepted the review's targets in his pre-budget report, we will only know if there is enough money to achieve it when the comprehensive spending review is over.  

Labour came to power with a vision of lifelong learning like my Maori colleague's. It recognised that in addition to learning for work, adults use learning to enrich their lives, to contribute to their communities, to help their children, and to prolong their active lives.  

The government backed its vision with individual learning accounts, which showed that there is a massive demand for learning, as long as people can choose what, where and when to learn. It fostered initiatives to develop adult learning in the poorest communities, and it backed a Skills for Life strategy which has given more than 3 million people the chance to improve their literacy, numeracy and language skills.  

The strategies were accompanied by a call, repeated in Leitch, for more investment from government, individuals and employers. But the policies that followed offered carrots, in the form of subsidies to employers to offset training costs; and sticks, in the form of sharp increases in fees, and a reduction in course offers for individuals. And much of the new provision was paid for by cuts in other areas of adult learning.  

Thankfully Skills for Life remains a priority. But the same cannot be said for adult learning in general. The latest evidence from the Learning and Skills Council makes bleak reading. It shows that in 2005-06, the number of 19- to 29-year-olds in further education fell by about 10%, and the number of students in their 30s and 40s was down 17%; there were 21% fewer 50- to 54-year-olds, 23% fewer 55- to 59-year-olds, and the number of pensioners fell by 26%. There was a decline of 10% in adult and community learning.  

These figures come on top of sharp losses in student numbers in 2004-05, and ahead of a cut in the European Social Fund's support for participation in further education for the most vulnerable groups. It is a high price to pay.  

The biggest losers have been people pursuing courses that fall outside the National Qualifications Framework, with a year-on-year fall of almost 40% of provision where the level was not specified. French for Fun is better protected than level 3 Italian - crazy.  

Over three years, around a million learning opportunities for adults will be lost. The figures are, surely, testament to Labour's abandonment of its vision for lifelong and life-wide learning for all. In its place we have a narrow utilitarianism, with government support available to employers, and to people who want the qualifications the government wants them to want.  

There is, of course, a thriving private market in adult learning, for those with the cash and the confidence to make use of it. Our studies suggest that the gap between the learning rich and the learning poor is as wide as ever, that working-class people miss out, and that older people lose out most. As the 80-year-old mother of a colleague asked: "Why do they give me a free TV licence and take away my keep-fit class?"  

Of course, I hope Gordon Brown will find the money for Leitch. We need a skilled workforce, certainly, but we also need a civilised, inclusive society. And learning for that needs support as well.  

Alan Tuckett is director of the National Institute of Adult Continuing Education  
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* Victim hit in the stomach and hand  

* Grudge against company suspected  

A letter bomb that exploded in the headquarters of a company that runs the Criminal Records Bureau and the London congestion charge may have been sent by someone who harboured a personal grudge.  

A woman was taken to hospital with minor injuries yesterday morning after a small incendiary device contained in a Jiffy bag blew up at Capita's offices in Central London.  

Scotland Yard's Counterterrorism Command, SO15, were on the scene within minutes, but police sources said last night that it was "highly unlikely" that the bomb was the work of terrorists.  

Police believe that the device may be the work of a single issue group, such as a fathers' rights organisation, or someone who feels they have been badly treated by the company. Examination of the remains of the envelope by explosives experts will be crucial in determining who sent the package and the motive for doing so.  

Capita is Britain's most successful outsourcing company and it carries out the unpopular work that government departments and local councils want to avoid, including collecting council tax and the BBC licence fee.  

A spokesman for company said yesterday: "Capita can confirm that a small incident took place at its Victoria Street office this morning involving an incendiary device."  

Police evacuated all six floors of the Capita building, which is close to Scotland Yard and the House of Parliament, and cordoned off Victoria Street for most of the day. Witnesses described the state of the bomb's victim. Shah Rahman, 28, who works at a nearby opticians, said: "I saw her coming out of the building with her arm bandaged. She was crying and there was quite a lot of blood."  

Elaine Rogers, who works at a shoe repair shop next to the building, said: "She looked in very bad shock when they put her into the ambulance. She had a wound to the stomach, which you could see was still bleeding and she had a wound to the hand."  

Although valued at more Pounds 2.9 billion, Capita has attracted fierce criticism from some of its customers -opponents have dubbed it "Crapita" -and suffered several setbacks.  

The National Audit Office criticised the company for underestimating the potential for fraud in the now-defunct individual learning accounts scheme, and a database that the company built for the Criminal Records Bureau in 2002 was delayed badly.  

Capita has also been accused of bidding deliberately low in order to secure contracts and then going wildly over budget, an accusation it denies.  

FACING FLAK  

Capita ran the housing benefit system in Lambeth. Hundreds of complaints followed Baroness Morris, a former education minister, was "deeply dissatisfied" after the Criminal Records Bureau failed to check all school staff by the start of the 2002 year Capita ran individual learning accounts for 14 months; 2.5 million accounts were opened and Pounds 265 million handed out, but MPs said "the level of misuse may never be established"  

Source: Times database  

(c) Times Newspapers Ltd, 2007   
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Further education lecturers have survived incorporation, dodgy youth-training schemes, dubious individual learning accounts and disastrous franchises. The government's new consultation on the Leitch report poses a far more fundamental challenge. It is a manifesto for privatisation that threatens much of what is left of FE lecturers' professional status, never mind their contracts and the stability of the sector.  

At the heart of the proposals are three assertions. First, that employers should run training, despite the paucity of evidence that they are qualified to do so. Sir Digby Jones, the skills commissioner, confuses education and training, and many of his former Confederation of British Industry colleagues have consistently failed to demonstrate commitment beyond their short-term needs.  

Second, that performance management should continue to be top-down, through targets, standards and inspection. Yet Sir Andrew Foster noted that the key difference between UK further education and its international comparators was the lack of trust in education professionals by English politicians and policymakers.  

Third, that provision should be demand-led, with market forces playing a decisive role.  

Yet this consultation provides no more evidence than Leitch that the market proposed would benefit further education. Large training companies such as Capita, Tribal and Carter & Carter sniff very big pickings.  

Previous experience of individual learning accounts has made even hawks within the sector wary of private enterprise. When Ioan Morgan, principal of Warwickshire College and chairman of the 157 Group, last month proposed a system of self-regulation for the group, suggesting that "some colleges could opt out and try to become private companies", there was immediate concern.  

Crucially, in a document that seeks "step change" and greater "ambition" to "double attainment at most levels", there is no recognition that staff who teach have any policy contribution to make. As the white paper on 14- to 19-year-olds put it, "we will ensure that the workforce can implement what they are asked to do".  

The government wants a workforce that gratefully receives the training others think appropriate, not a profession of experts capable of self-improvement. There is no sense that the relationship between lecturer and students is the key to success, and that the test of any proposals is whether they enable that relationship to flourish. There is no mention, for example, of ensuring lecturers become lifelong learners. Instead, employers will have to cut labour costs.  

The demand-led market proposed will manage "performance" by fear. Fear of failure, fear of losing business, fear of going out of business. Courses that attract "customers" will be prioritised whether or not they are what the country needs.  

Instability will grow. Who would bet against a college going to the wall under this system? The principals who seek to be educational leaders first and business leaders second will fade away. Local missions and what is left of accountable governance will be at risk. Staff experiences, concerns and ideas are absent from the market proposed. It is unclear how improvement and innovation will come about when staff have no ownership of the demand-led market.  

The government has allocated substantial funding to FE and takes the sector more seriously than its predecessors. But the relentless pursuit of change driven by dogma and imposed from on high means these proposals are fatally flawed and will undermine much of what has been achieved.  

Roger Kline  

Roger Kline is head of equality and employment rights, University and College Union  
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At the heart of the proposals are three assertions. First, that employers should run training, despite the paucity of evidence that they are qualified to do so. Sir Digby Jones, the skills commissioner, confuses education and training, and many of his former Confederation of British Industry colleagues have consistently failed to demonstrate commitment beyond their short-term needs.  

Second, that performance management should continue to be top-down, through targets, standards and inspection. Yet Sir Andrew Foster noted that the key difference between UK further education and its international comparators was the lack of trust in education professionals by English politicians and policymakers.  

Third, that provision should be demand-led, with market forces playing a decisive role.  

Yet this consultation provides no more evidence than Leitch that the market proposed would benefit further education. Large training companies such as Capita, Tribal and Carter & Carter sniff very big pickings.  

Previous experience of individual learning accounts has made even hawks within the sector wary of private enterprise. When Ioan Morgan, principal of Warwickshire College and chairman of the 157 Group, last month proposed a system of self-regulation for the group, suggesting that "some colleges could opt out and try to become private companies", there was immediate concern.  

Crucially, in a document that seeks "step change" and greater "ambition" to "double attainment at most levels", there is no recognition that staff who teach have any policy contribution to make. As the white paper on 14- to 19-year-olds put it, "we will ensure that the workforce can implement what they are asked to do".  

The government wants a workforce that gratefully receives the training others think appropriate, not a profession of experts capable of self-improvement. There is no sense that the relationship between lecturer and students is the key to success, and that the test of any proposals is whether they enable that relationship to flourish. There is no mention, for example, of ensuring lecturers become lifelong learners. Instead, employers will have to cut labour costs.  

The demand-led market proposed will manage "performance" by fear. Fear of failure, fear of losing business, fear of going out of business. Courses that attract "customers" will be prioritised whether or not they are what the country needs.  

Instability will grow. Who would bet against a college going to the wall under this system? The principals who seek to be educational leaders first and business leaders second will fade away. Local missions and what is left of accountable governance will be at risk. Staff experiences, concerns and ideas are absent from the market proposed. It is unclear how improvement and innovation will come about when staff have no ownership of the demand-led market.  

The government has allocated substantial funding to FE and takes the sector more seriously than its predecessors. But the relentless pursuit of change driven by dogma and imposed from on high means these proposals are fatally flawed and will undermine much of what has been achieved.  

Roger Kline is head of equality and employment rights, University and College Union  
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EDITORIAL & OPINION   

If in July 1997 when he made his first Budget speech, Gordon Brown could have foreseen how the next decade would unfold he would be both pleased and puzzled. If it is correct to liken Gordon Brown's political style to that of Stalin, as the former cabinet secretary Lord Turnbull maintains, the Chancellor could take heart from the fact that he had achieved much of what he set out to do. The achievement justified the method, a line that Josef Stalin would have fully understood. The reasons to be pleased first.   

The Chancellor would surely be pleased at the key aim he set out nearly 10 years ago: to achieve macro-economic stability. I have been rereading his first Budget in preparation to commenting today on what must be his last. He, of course, had already given the Bank of England the task of setting interest rates within the framework of inflation targets. His first aim in his 1997 Budget was to set out a parallel framework for fiscal stability, the golden rule: only to borrow for investment not consumption over the economic cycle, and second, to hold down overall debt at a prudent level.   

Now you can argue about the extent to which he is bending his own rules by fiddling around with the timing of the economic cycle and by not counting some forms of public debt (ie. pension liabilities to state employees) towards the total debt. But viewed in the round, public finances have been more stable over the past decade than for a generation.   

Alongside macro-economic stability was the desire to increase the long-term growth potential of the economy. That does seem to have happened but not as a result of the action that the Chancellor himself took. The puzzles begin.   

The second aim in that speech was to increase the quality and quantity of investment. That was how growth potential would be increased. Well, we have not really done so, or at least not to any significant extent. Business investment is at last coming up but we have come out of the 2001/2 dip with a much smaller increase in investment than in previous cycles. We have increased our growth potential but that seems to have come less from investment and more from immigration. Growth has also come from service industries that by their nature rely less on investment than manufacturing industries.   

The third priority in that speech was to cut unemployment, a drive to get people to move from welfare to work. Here there is another puzzle. The trend of unemployment has certainly come down but incapacity has shot up. Unemployment among the young, especially targeted back in 1997, remains very high.   

David Willetts, the shadow Education Secretary, points out that Gordon Brown has indeed brought more teenagers into post-16 education, but has taken them from employment not unemployment. The proportion of 16- to 18-year-olds in full-time education has risen from 56 per cent in 1997 to 59 per cent in 2005, but the proportion in work has fallen from 32 per cent to 27 per cent, while the number not in education, employment or training has risen from 9 per cent in to 11 per cent in 2005.   

To say this is not to attack the Chancellor or indeed the Government's aims. Rather it is to show how hard it has been to meet the laudable aims set out in that speech. Spending state funds does not seem to help and for someone who has an embedded belief that spending state money is the right way to tackle social problems, this must be a puzzle.   

His fourth objective in that speech was "opportunity for all". There were lots of elements to this. There was to be a University for Industry; a national child-care strategy; individual learning accounts; and on and on. One element that does stand the test of time, however was the school building programme, announced right back in that first Budget.   

What remains curious, reading all this 10 years on, is the relentless element of it all: the profound belief in government schemes. Here he differs sharply from the Prime Minister, who was regretting to an acquaintance the other evening that too many people believed the only way of solving social problems was more state intervention.   

There are specific aspects of that first Budget speech that sound a bit off-key now: for example cutting VAT on domestic fuel. "I would like to abolish VAT on fuel," he said, "but European rules prevent me from doing so."   

Even odder in the light of what has happened subsequently was his commitment on house prices: "I will not allow house prices to get out of control and put at risk the sustainability of the recovery," he said, justifying increases in stamp duty and cuts in mortgage interest relief. As it turned out, our present housing boom really got under way about that time. Somewhere out in the future will be the consequences of that.   

But perhaps the biggest puzzle of all for the Chancellor must surely be that, given all he has achieved, why is he not more popular? The economy has grown successfully, living standards are much higher, there has been some progress on the social objectives he set out all those years ago. Why, when he stands up today, will most of us feel a sigh of relief that this will be the last time we have to listen to yet another Brown budget? And of course there is the apprehension of what will happen next when the Prime Minister steps down. I suggest the answer comes in three parts. One is simply that people don't like being lectured to; they like being charmed. There is nothing that can be done about that.   

The second is that people attribute whatever economic success they have achieved over the past decade to their own hard work and tend to discount the fact that the broad overall economic success of the country has enabled them to be successful. That is an understandable human reaction, albeit a slightly unfair one.   

The third, however, is the really corrosive part. It is a general feeling, hard to pin down, that things are not quite as hunky-dory as we are being told .   

There is evidence to support this suspicion. For example, we just heard yesterday that inflation on the old Retail Price Index is now at 4.6 per cent, the highest for 15 years. It was 2.5 per cent when he took over. Government borrowing, while on target, is stuck at around £37bn. It was set at £13.25bn in that first budget. Taxation as a percentage of GDP is the highest for 15 years and is projected to go even higher, and this at a time when tax rates world-wide are trending down.   

We will learn more today. We will learn it not from what the Chancellor says, but from the detail of the numbers he reveals. The packaging will be great; what is in the box, once unpacked, more disappointing. But look on the bright side: Stalin did not bother with the packaging. And if we are being ungrateful to what has been a remarkable Chancellor he can console himself with one of Stalin's lesser-known remarks: "Gratitude is a sickness suffered by dogs."   
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Gordon Brown's incursions into education policy have been limited.   

While overseeing a sharp rise in funding for the Department for Education and Skills - this year, the DfES has Pounds 76bn to spend, against Pounds 24bn in 2000-01 - he has remained aloof from key areas of reform, such as the academies programme.   

Seemingly more interested in results than the means of achieving them, he has made public-service accords with the DfES obliging the department to meet targets on everything from improving maths and English standards to tackling childhood obesity.   

Critics say he has been content to pour in extra cash rather than trying to improve standards through reform.   

Anastasia de Waal, head of family and education at the think-tank Civitas, said it was tragic resources had been directed at "computers and shiny buildings", adding: "The real reason private schools perform so much better is because of their smaller class sizes."   

When the chancellor has intervened, it has usually been with policies explicitly linked to competitiveness. Universities were given initiatives to encourage research that could be commercialised or turned into job-creating enterprises.   

Alarmed at the decline in scientists, in the last Budget Mr Brown announced an entitlement for all pupils to study "the full range of science subjects" at GCSE level. After-school science clubs were also thrown some cash.   

Skills and adult learning have been another focus of interest for the chancellor. But his first flagship scheme, Individual Learning Accounts, was destroyed by fraud.   
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There is a distinct change of tone in the government's response to the Leitch review compared with the bleak utilitarianism of its earlier skills strategy white papers. Though many of the Leitch measures that ministers have adopted have a sense of business as usual, the early speeches of John Denham, the secretary of state for skills, demonstrate that the change of tone is not accidental.   

He is clearly committed to an inclusive approach to adult learning, suggesting that the government's response to Leitch is just one step towards a learning society.   

We have seen a gap between vision and detailed policy before, 10 years ago, in the new Labour government's green paper The Learning Age, and there are lessons to learn from the experience. Apart from the flagship initiatives trailed in the Labour manifesto - individual learning accounts, and a University for Industry - The Learning Age showed remarkable continuity with inherited Conservative policy.   

In striking contrast, David Blunkett's preface to the paper was a lyrical statement of the government's aspirations. Certainly, it was important to support learning that would secure economic prosperity for individuals, communities, enterprises and the nation. But, he argued, people use learning for much, much more than that - to give dignity to their lives, to satisfy and stretch curiosity, and to change their circumstances. And the state needed to make sure everyone had access to learning for these purposes.   

When asked about the gap between the imaginative vision in the preface, and the limited measures in the main paper, Blunkett counselled patience, arguing that it takes time to turn round an oil tanker. What followed during the government's first term was impressive. There was evidence aplenty of a commitment to widening participation.   

Individual learning accounts, in particular, were spectacularly successful in encouraging people to take up study. So too were the bite-size courses Malcolm Wicks introduced to stimulate increased participation.   

Neither survived the sharp shift of direction that followed once the secretary of state changed. No talk now of slow-moving oil tankers. Change came at the speed of a racing dinghy, with a welter of new initiatives and, with it, a narrowing of options for many adults. As widening participation has slipped from the FE agenda, and resources are ever more tightly focused on meeting public-service targets, a million adult learners have disappeared from public provision over two years.   

What are the lessons? First, recognise that the state doesn't know everything. Set the direction of travel, but have the humility to support institutions to make judgments about how best to meet learner demand. Hold them accountable after the event for how they have addressed policy priorities, but trust them. Second, recognise that when it comes to employers unconvinced of the value of staff development, voluntarism hasn't worked. Third, set the right targets - qualifications alone won't secure the sort of society and economy the government aspires to. Fourth, recognise that for adults, small is beautiful. Make learning available in small chunks. Finally, avoid too many initiatives.   

Alan Tuckett is director of Niace, the National Institute for Adult Continuing Education   
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Comment | LEADING ARTICLE ++ SATS RESULTS

The fiasco over this year's Standard Assessment Tests (Sats) is more than just a failure to deliver on time. It is a self-inflicted wound on the educational system that will affect the ranking of schools and the marking of papers for years to come. Just how the exams authority came to negotiate such a flawed contract, and just how the US company concerned got it so wrong, has yet to be established. But it is something that the Schools Secretary Ed Balls - currently refusing to acknowledge any responsibility for the mess - is going to have to come forth and explain. Apologies (which incidentally Balls still won't give) are not enough. What schools and children need to know is what is going to happen to the results this summer, and whether the same company, which has been given a five-year contract, can be trusted in the future.

Dr Ken Boston, the chief executive of the Qualifications and Curriculum Authority, which was in charge of negotiating and overseeing the contract, has admitted that the date for publishing next year's results has already been put back. It thus becomes clearer by the day that the current system of testing is unsustainable and has to be reformed. The simplest and best way - from an educational point of view - would be to scrap the tests for 14-year-olds altogether. They are supposed to check pupils' progress as they approach GCSEs and could easily be replaced by an internal assessment of pupils by their teachers. Dr Boston calculated that, in any one year, almost 1,700,000 secondary-school pupils are taking tests or exams in English for which external markers have to be found. There are only a maximum of 40,000 English teachers to mark them. It is proving an impossible conundrum which only an easing of the current testing pressures can solve.

That, of course, does not deal with the problem of the contract given to the US-based firm ETS - which has another four years to run. Too often in the past, contracts have been handed out to firms to deliver public services which it has then proved impossible to police effectively. Witness the Criminal Records Bureau checks on staff working with children introduced in the aftermath of the Soham murders, and the Government's Individual Learning Accounts scheme, which opened itself up to fraud because staff did not have time to check every application for a grant.

This is not to decry the idea of farming out work to the private sector, which has often been brought in because of failures by the public service. It is, however, a plea for a greater scrutiny of the contracts offered. It should have sounded a warning bell to the QCA when two of the UK's biggest exam boards - the Assessment and Qualifications Alliance and the OCR (Oxford and Cambridge and Royal Society of Arts) - refused to put in bids for the national curriculum test contract.

At present, we are left in a situation in which the QCA is investigating legal avenues as to whether it can recoup money from ETS for failure to deliver the test results on time, or even cancel the remaining four years of the ETS contract. Dr Boston appears to favour continuing to work with the company despite the harsh words he has for their performance. We are more sympathetic to the point of view expressed by Michael Gove, the Conservatives' schools spokesman, who suggested that the contract should be terminated on the grounds of ETS's failure to deliver. The courts would then have to determine whether they were entitled to compensation or had forfeited that right. A more easily deliverable contract could then be negotiated with a third party - possibly an English exam board with experience of the system - in the wake of scrapping the national curriculum tests for 14-year-olds.
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?How to describe the grief at the News of the World as Max Mosley wins his privacy case, pocketing pounds 60,000 and costing the Murdoch empire up to pounds 1m in legal fees? The latest advertisement for the paper, commissioned when it seemed obvious that it would lose, nevertheless shows the torso of a dominatrix with the tagline: "Domination. Mosley's not the only one getting a spanking. We have been beating our rivals for 165 years." As you see: desolate, inconsolable.

? And surely we reached a pretty pass this week when Dr Julian Lewis, one of the more rightwing Tories, stood up to denounce the lefties at the Telegraph. The beastly Sunday Telegraph wants to reveal my home address, he told MPs; and it wants to reveal all your addresses. He fingered the deputy news editor and former home affairs correspondent, Ben Leapman, as the culprit. "Unfortunately, apart from employing an anti-Conservative activist as a political journalist, the Sunday Telegraph has bought into his reckless campaign to expose MPs' addresses and has done everything it can to attack me," he complained. It transpires that Leapman merely queried Lewis's use of a nom de plume to register his home address. He has also scrutinised MPs' expenses. Still, how would Labour types feel if the Guardian employed the Europhobe Bill Cash or the Ukip talisman Bob Spink, asked Lewis. No worse than us.

?We feel that if staff working for MPs at the Commons need training, they should have it, particularly in e-learning. It's a big job, an important job. Who could we best hire? Why not Capita? Never mind the mess-ups involving the congestion charge, the housing benefits fiasco in Lambeth, the criminal records bureau failure and the individual learning accounts fiasco - pounds 70m over budget and scrapped on police advice. Let's go with Capita. Lightning never strikes twice.

?"No UK organisation has done more to damage environmental protection than Channel 4," fulminated George Monbiot this week as the broadcaster sustained a split lip from Ofcom for its controversial documentary on global warming. Monbiot's attack on the broadcaster is all over the web now and it's a bit of a PR disaster. Might Channel 4 have seen it coming? Well, possibly, as the clues were there in a lengthy article it commissioned last year for a book to mark the station's 25th anniversary. In it, one George Monbiot said something to the effect that no UK organisation has done more to damage environmental protection than Channel 4, but strangely his article was omitted from the anniversary tome - though the station was forced to shell out to Monbiot. We suspect that no UK organisation has done more to help its main detractor hone the arguments with which he would later skewer it. They are innovators, altruists.

?Finally, as the world picks over the entrails of his 12 years in the shadows, Radovan Karadzic sits forlornly in his cell, refusing food and reading the Bible. He probably enjoys the stuff about smiting. Ever true to type. His first request was to shave the beard that helped him stay incognito, a revelation that may ease the pressure on all those here who wear beards for very different reasons and with considerably more pride. Yesterday the Beard Liberation Front, the informal network of beard wearers, wrote to home secretary Jacqui Smith demanding urgent intervention to stop "the orgy of beardism" - ie irrational prejudice towards the hirsute - that has, it says, swamped the media in the past few days. Keith Flett is the organisation's Obama, providing both inspiration and leadership. "You can see the more rabid pogonophobes in the security services demanding random checks on people's beards to see if they are false or hiding something," he says. "It is essential that the home secretary acts to make it clear that beardism is not part of British society and that the hirsute, from Frank Dobson to Noel Edmonds, have nothing to fear." We suspect this is aimed at us as yesterday we endorsed these random checks, thus making us part of the problem rather than the solution. We are big enough to say, we're sorry. And we mean it.
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The controversial data-handling firm Capita is in the frame to run next year's Sats after the American-owned company responsible for the late delivery of this year's tests was sacked yesterday.

ETS Europe has been ordered to pay back pounds 24.1m of nearly pounds 40m it received to run the testing process and stripped of the pounds 156m five-year deal after its handling of the test results collapsed. Government agencies will now oversee the delivery of the last 30,000 results and the appeal process. ETS has been banned from contacting schools directly.

Teacher unions cast doubt on whether a new contract could be awarded in time to deliver next year's Sats to 1.2m pupils in England, and called on ministers to take the opportunity to overhaul the system.

Ed Balls, the schools secretary, who returned from his summer break to deal with the announcement yesterday, signalled that the problems could trigger some reform of Sats. He said: "The system is not set in stone. I'm open to reform long-term. There are a number of things we're looking at - the Making Good Progress pilot is one of those, but it would be wrong to rush into a change straight away." Making Good Progress is a pilot scheme of lower intensity testing currently underway. Balls ruled out suspending Sats for 2009.

Ken Boston, chief executive of the Qualification and Curriculum Authority (QCA), said yesterday the body would launch an urgent tendering process and that he expected organisations which previously expressed an interest to bid again. ETS was one of five companies shortlisted two years ago. Edexcel, the only for-profit national exam board in England, which ran the Sats before ETS, has publicly declared that it bid and lost last time. The Guardian has learned that Capita also bid.

Two of the three major exam boards have already ruled themselves out of the contract, saying they did not believe there was a strong enough educational rationale for Sats. Greg Watson, head of the OCR exam board, said it did not bid because the tests were used to measure schools against one another, rather than qualifying a child at a certain level and diagnosing skills. A second exam board, AQA, also said it had not bid because of concerns about the purpose of the tests.

One senior examiner said that the process was so educationally "vacuous" that it would be more suited to a company such as Capita, which is used to dealing with large-scale public sector data projects rather than educational examinations.

Capita, which already runs vast public sector contracts, such as London's congestion charge and educational maintenance allowances, has had its own problems in delivering contracts. Its establishment of the Criminal Records Bureau in 2002 was hit by delays and the Individual Learning Accounts programme, which it ran a contract for, collapsed in 2001 after evidence of fraudulent activities emerged.

Opposition MPs complained that ETS has still received pounds 16m for this year's Sats, but Balls insisted that once the cost of administering the tests was considered the company would be out of pocket, not the taxpayer. Boston has refused to rule out his own resignation over the debacle. The QCA's role in the fiasco will be investigated under an independent inquiry.

John Dunford, general secretary of the Association of School and College Leaders, said that schools that had struggled with ETS would feel vindicated, but warned: "Many markers have lost confidence in the system and, even with ETS out of the picture, it will be difficult to deliver a wholly successful system in 2009."

Mary Bousted, general secretary of the Association of Teachers and Lecturers, was more stark: "It is simply not possible for the QCA to appoint a new test contractor to deliver the Sats exams for 2009."

ETS apologised for the delay but insisted the quality of marking was high.

Leader comment, page 36 ?

Two major exam boards have claimed Sats measure schools against one another rather than testing skills Photograph: Alamy
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Teacher unions cast doubt on whether a new contract could be awarded in time to deliver next year's Sats to 1.2m pupils in England, and called on ministers to take the opportunity to overhaul the system.

Ed Balls, the schools secretary, who returned from his summer break to deal with the announcement yesterday, signalled that the problems could trigger some reform of Sats. He said: "The system is not set in stone. I'm open to reform long-term. There are a number of things we're looking at - the Making Good Progress pilot is one of those, but it would be wrong to rush into a change straight away." Making Good Progress is a pilot scheme of lower intensity testing currently underway. Balls ruled out suspending Sats for 2009.

Ken Boston, chief executive of the Qualification and Curriculum Authority (QCA), said yesterday the body would launch an urgent tendering process and that he expected organisations which previously expressed an interest to bid again. ETS was one of five companies shortlisted two years ago. Edexcel, the only for-profit national exam board in England, which ran the Sats before ETS, has publicly declared that it bid and lost last time. The Guardian has learned that Capita also bid.

Two of the three major exam boards have already ruled themselves out of the contract, saying they did not believe there was a strong enough educational rationale for Sats. Greg Watson, head of the OCR exam board, said it did not bid because the tests were used to measure schools against one another, rather than qualifying a child at a certain level and diagnosing skills. A second exam board, AQA, also said it had not bid because of concerns about the purpose of the tests.

One senior examiner said that the process was so educationally "vacuous" that it would be more suited to a company such as Capita, which is used to dealing with large-scale public sector data projects rather than educational examinations.

Capita, which already runs vast public sector contracts, such as London's congestion charge and educational maintenance allowances, has had its own problems in delivering contracts. Its establishment of the Criminal Records Bureau in 2002 was hit by delays and the Individual Learning Accounts programme, which it ran a contract for, collapsed in 2001 after evidence of fraudulent activities emerged.

Opposition MPs complained that ETS has still received pounds 16m for this year's Sats, but Balls insisted that once the cost of administering the tests was considered the company would be out of pocket, not the taxpayer. Boston has refused to rule out his own resignation over the debacle. The QCA's role in the fiasco will be investigated under an independent inquiry.

John Dunford, general secretary of the Association of School and College Leaders, said that schools that had struggled with ETS would feel vindicated, but warned: "Many markers have lost confidence in the system and, even with ETS out of the picture, it will be difficult to deliver a wholly successful system in 2009."

Mary Bousted, general secretary of the Association of Teachers and Lecturers, was more stark: "It is simply not possible for the QCA to appoint a new test contractor to deliver the Sats exams for 2009."

ETS apologised for the delay but insisted the quality of marking was high.
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Not all about qualifications: lifelong learning contributes to a 'civilised society, develops the spiritual side of our lives and promotes active citizenship,' says David Blunkett

Learning, to paraphrase that famous injunction about pets and Christmas, is not just for our childhood years. It is supposed to be for life or at least as long as our faculties work. In fact, evidence suggests that it is one of the things that keeps us going. To be perpetually seeking new knowledge and understanding of the world and of ourselves, and to be acquiring skills, are part of the human condition.

Since many of us can expect to live considerably longer than previous generations, our opportunities of lifelong learning increase proportionately.

There is no pithy definition of lifelong learning that all can agree on, but some define it as: "People of all ages learning in a variety of contexts - in educational institutions, at work, at home and through leisure activities. It focuses on adults returning to learning rather than on the initial period of education."

This interpretation is actually a work in progress because it is being used by the current national Inquiry into the Future for Lifelong Learning, which has been sponsored by the National Institute of Adult and Continuing Education (Niace). And by the time the inquiry, which is roughly at its halfway stage, has published its final report in June next year this definition will undoubtedly look different.

Why is such a large-scale inquiry happening now and to what end?

"I think this is the first integrated and comprehensive look of this kind," says Sir David Watson, historian and professor of higher education management at the Institute of Education, University of London, and chair of the commission that is overseeing the inquiry.

"Bits of it have been done before. There was a slew of reports at the time that New Labour came in around 1997 and 1998."

He cites a number of examples: the Dearing report, by the National Committee of Inquiry into Higher Education, of which he was himself a member; Learning Works, by the Widening Participation Committee, chaired by Helena Kennedy; Learning for the 21st Century, produced by the National Advisory Group for Continuing Education and Lifelong Learning; and, of course, The Learning Age, the green paper that gave so many people hope that here was a government finally that was going to take lifelong learning seriously.

"(Learning) helps make ours a civilised society, develops the spiritual side of our lives and promotes active citizenship," wrote the then secretary of state for education and employment, David Blunkett, in the foreword. "Learning enables people to play a full part in their community. It strengthens the family, the neighbourhood and consequently the nation. That is why we value learning for its own sake as well as for the equality of opportunity it brings."

Somehow that never happened. The enormous vat of hope and goodwill that flowed after those words has largely since dried up, to be replaced by a cynicism all the more corrosive for the extent of the perceived betrayal.

There was an attempt to fire up the adult population into some sort of learning through the "individual learning accounts". But after those pounds 150 packets of seed money had to be ignominiously withdrawn, because of the vulnerability of this poorly protected programme to fraud, the momentum appeared to go out of Labour's lifelong learning wagon.

Suddenly employability and the needs of employers became the lodestar for the government's adult education policy. Whitehall interest in lifelong learning has not simply faded - ever-narrower funding priorities have wrought havoc with adult education.

Comprehensive study

With detectable understatement, Watson says: "To a certain extent there are things in the political and policy environment that have increased the need for an overall holistic look."

The Inquiry is by no means simply a critique of how things have gone since the early New Labour days. It is a broader attempt than ever before to encompass lifelong learning, says the Inquiry director Tom Schuller.

"The Learning Age foreword that David Blunkett wrote promised so much and now has shrivelled. There is a feeling that we really need another go at it on more of an evidence base."

The inquiry spans 10 themes. The first looks at the dynamics of learning within the workplace. The demography strand maps out the changes taking place in the UK's population, and makes some sug gestions about their implications for the future design of lifelong learning. The third looks at the effects lifelong learning has on psychological and physical health, and the fourth examines migration and social change. The fifth explores the impact of new technologies on adult education.

The next four themes look at the role of lifelong learning in reducing poverty, tackling crime and social exclusion, maintaining sustainability and fostering citizenship and belonging.

And finally the inquiry investigates the role of public, private and voluntary sectors in lifelong learning. Both Tom Schuller and Watson emphasise that this is not leading up to a concerted call for the government to spend more money. In fact, one of the big surprises to have come out at this halfway stage, says Watson, is how large the total of public expenditure in learning is. Across all government departments it has been estimated at about pounds 31bn.

The inquiry will show up the imbalances in public expenditure in different areas of learning, says Schuller. One example is the gulf between the pounds 200m kept aside for the adult safeguarded learning budget, which goes on the evening-class end of lifelong learning, and the sum - roughly 20 times that - which goes on teaching full-time undergraduates in higher education.

If there are any fledgling conclusions at this stage, those leading the inquiry are keeping them close to their chests.

"I'd say that there is a broad social and cultural recognition that learning is enormously important in a global economy, not only for economic security but for social cohesion," says Watson.

Inquiry: lifelonglearninginquiry.org.uk
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Learning, to paraphrase that famous injunction about pets and Christmas, is not just for our childhood years. It is supposed to be for life or at least as long as our faculties work. In fact, evidence suggests that it is one of the things that keeps us going. To be perpetually seeking new knowledge and understanding of the world and of ourselves, and to be acquiring skills, are part of the human condition.

Since many of us can expect to live considerably longer than previous generations, our opportunities of lifelong learning increase proportionately.

There is no pithy definition of lifelong learning that all can agree on, but some define it as: "People of all ages learning in a variety of contexts - in educational institutions, at work, at home and through leisure activities. It focuses on adults returning to learning rather than on the initial period of education."

This interpretation is actually a work in progress because it is being used by the current national Inquiry into the Future for Lifelong Learning, which has been sponsored by the National Institute of Adult and Continuing Education (Niace). And by the time the inquiry, which is roughly at its halfway stage, has published its final report in June next year this definition will undoubtedly look different.

Why is such a large-scale inquiry happening now and to what end?

"I think this is the first integrated and comprehensive look of this kind," says Sir David Watson, historian and professor of higher education management at the Institute of Education, University of London, and chair of the commission that is overseeing the inquiry.

"Bits of it have been done before. There was a slew of reports at the time that New Labour came in around 1997 and 1998."

He cites a number of examples: the Dearing report, by the National Committee of Inquiry into Higher Education, of which he was himself a member; Learning Works, by the Widening Participation Committee, chaired by Helena Kennedy; Learning for the 21st Century, produced by the National Advisory Group for Continuing Education and Lifelong Learning; and, of course, The Learning Age, the green paper that gave so many people hope that here was a government finally that was going to take lifelong learning seriously.

"(Learning) helps make ours a civilised society, develops the spiritual side of our lives and promotes active citizenship," wrote the then secretary of state for education and employment, David Blunkett, in the foreword. "Learning enables people to play a full part in their community. It strengthens the family, the neighbourhood and consequently the nation. That is why we value learning for its own sake as well as for the equality of opportunity it brings."

Somehow that never happened. The enormous vat of hope and goodwill that flowed after those words has largely since dried up, to be replaced by a cynicism all the more corrosive for the extent of the perceived betrayal.

There was an attempt to fire up the adult population into some sort of learning through the "individual learning accounts". But after those pounds 150 packets of seed money had to be ignominiously withdrawn, because of the vulnerability of this poorly protected programme to fraud, the momentum appeared to go out of Labour's lifelong learning wagon.

Suddenly employability and the needs of employers became the lodestar for the government's adult education policy. Whitehall interest in lifelong learning has not simply faded - ever-narrower funding priorities have wrought havoc with adult education.

Comprehensive study

With detectable understatement, Watson says: "To a certain extent there are things in the political and policy environment that have increased the need for an overall holistic look."

The Inquiry is by no means simply a critique of how things have gone since the early New Labour days. It is a broader attempt than ever before to encompass lifelong learning, says the Inquiry director Tom Schuller.

"The Learning Age foreword that David Blunkett wrote promised so much and now has shrivelled. There is a feeling that we really need another go at it on more of an evidence base."

The inquiry spans 10 themes. The first looks at the dynamics of learning within the workplace. The demography strand maps out the changes taking place in the UK's population, and makes some sug gestions about their implications for the future design of lifelong learning. The third looks at the effects lifelong learning has on psychological and physical health, and the fourth examines migration and social change. The fifth explores the impact of new technologies on adult education.

The next four themes look at the role of lifelong learning in reducing poverty, tackling crime and social exclusion, maintaining sustainability and fostering citizenship and belonging.

And finally the inquiry investigates the role of public, private and voluntary sectors in lifelong learning. Both Tom Schuller and Watson emphasise that this is not leading up to a concerted call for the government to spend more money. In fact, one of the big surprises to have come out at this halfway stage, says Watson, is how large the total of public expenditure in learning is. Across all government departments it has been estimated at about pounds 31bn.

The inquiry will show up the imbalances in public expenditure in different areas of learning, says Schuller. One example is the gulf between the pounds 200m kept aside for the adult safeguarded learning budget, which goes on the evening-class end of lifelong learning, and the sum - roughly 20 times that - which goes on teaching full-time undergraduates in higher education.

If there are any fledgling conclusions at this stage, those leading the inquiry are keeping them close to their chests.

"I'd say that there is a broad social and cultural recognition that learning is enormously important in a global economy, not only for economic security but for social cohesion," says Watson.

Inquiry: lifelonglearninginquiry.org.uk
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Once upon a time, a government came to power that wanted to "make individuals feel" that their learning was theirs; and that wanted to help people "gain the skills they want".

This was not long ago, of course: just 10 years. It was the Labour government - its then chancellor, Gordon Brown, and its 1997 manifesto respectively - talking about Individual Learning Accounts (ILA), launched in 2000, closed down in 2001. As we free-fall into recession, could we please have them back?

The idea behind an ILA is that if you save money in a special account, the government will then add to it; just as it provides a Gift Aid top-up to a charity when people donate. The government decides how much to give and whether to give different amounts to different sorts of people. But once the money is in the account, it is up to you what sort of course you use it for and to make the payment; there are no complicated forms and eligibility checks at enrolment. It really is about everyone "owning" their learning.

But say "ILA" to anyone in Whitehall, and if they don't look blank, they look horrified. "Wasn't there all that fraud?" As the House of Commons education and skills committee established, there was not actually much fraud. There was, rather, a very badly designed scheme, launched too fast, and with almost non-existent quality control. In addition, ILAs were instantly popular - there was "an explosion of interest", in a top civil servant's words. And, the scheme succeeded in involving learners even though it was highly restricted in the courses it covered. The Commons committee was very keen to see ILAs return.

Today, however, Labour apparently knows exactly what learners need. Hence the stripping of adult education in favour of subsidising employers through Train to Gain, the insistence that courses lead to formal qualifications, the refusal to fund further qualifications at a "level" that someone already holds, the obsession with piling up level 2 awards at the expense of anything else. It is a long way from 2000, when people could open an ILA with no grilling about their previous educational history and no obligation to acquire a qualification. As a very senior mandarin remarked, people "find it very useful . . . to add to an existing qualification, because life changes".

Contrast this with John Denham, who confidently announced in October this year that his department's rules "concentrate public investment where it is most needed". Ministers have for many years ignored evidence, from institutions such as the Institute of Fiscal Studies and the Institute of Education, that many of the qualifications they promote do little or nothing for earnings. But, given their insistence that training policy guarantees major contributions to growth, some acknowledgement of what is actually happening to the economy might be in order.

I n fact, individuals are in a better position to know what is good for them than are governments, because they are close to "their" labour market, and know what sort of work fits their lives. The record of "youth training" and "adult retraining" schemes, in which governments decide what training to offer, with benefits often dependent on attendance, is uniformly dreadful.

Individuals also know that education cannot be divided up in a neat "vocational/leisure" way. What you learn can become relevant in a host of unpredictable circumstances. Wanting to help children with homework is a major motivator for many adult learners - and highly economically relevant. But while it fits easily into a system in which individuals decide what they want, it is completely at odds with one driven by contracts to "deliver" highly specific NVQs accredited on the shop (or supermarket) floor.

The Tories' recent policy green paper on training edges towards a rebirth for ILAs, proposing "life-long learning accounts" rather than "skills" accounts - a symbolic renaming that matters. The government, meanwhile, is piloting a number of "skill accounts" that are not actually accounts at all. They are just a new form of payment from the Learning and Skills Council, covering specific types of people and age groups on very specific government-approved courses.

Central planning has failed. Demonstrably. Again. It has not spotted and filled the nation's "skill gaps", whatever they may turn out to be in the post-recession world, or raised productivity, or ensured economic growth by delivering qualifications. It is time to rediscover individuals, and learning, and individual learning accounts.

Alison Wolf is Sir Roy Griffiths professor of public sector management at King's College London
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Once upon a time, a government came to power that wanted to "make individuals feel" that their learning was theirs; and that wanted to help people "gain the skills they want".

This was not long ago, of course: just 10 years. It was the Labour government - its then chancellor, Gordon Brown, and its 1997 manifesto respectively - talking about Individual Learning Accounts (ILA), launched in 2000, closed down in 2001. As we free-fall into recession, could we please have them back?

The idea behind an ILA is that if you save money in a special account, the government will then add to it; just as it provides a Gift Aid top-up to a charity when people donate. The government decides how much to give and whether to give different amounts to different sorts of people. But once the money is in the account, it is up to you what sort of course you use it for and to make the payment; there are no complicated forms and eligibility checks at enrolment. It really is about everyone "owning" their learning.

But say "ILA" to anyone in Whitehall, and if they don't look blank, they look horrified. "Wasn't there all that fraud?" As the House of Commons education and skills committee established, there was not actually much fraud. There was, rather, a very badly designed scheme, launched too fast, and with almost non-existent quality control. In addition, ILAs were instantly popular - there was "an explosion of interest", in a top civil servant's words. And, the scheme succeeded in involving learners even though it was highly restricted in the courses it covered. The Commons committee was very keen to see ILAs return.

Today, however, Labour apparently knows exactly what learners need. Hence the stripping of adult education in favour of subsidising employers through Train to Gain, the insistence that courses lead to formal qualifications, the refusal to fund further qualifications at a "level" that someone already holds, the obsession with piling up level 2 awards at the expense of anything else. It is a long way from 2000, when people could open an ILA with no grilling about their previous educational history and no obligation to acquire a qualification. As a very senior mandarin remarked, people "find it very useful . . . to add to an existing qualification, because life changes".

Contrast this with John Denham, who confidently announced in October this year that his department's rules "concentrate public investment where it is most needed". Ministers have for many years ignored evidence, from institutions such as the Institute of Fiscal Studies and the Institute of Education, that many of the qualifications they promote do little or nothing for earnings. But, given their insistence that training policy guarantees major contributions to growth, some acknowledgement of what is actually happening to the economy might be in order.

I n fact, individuals are in a better position to know what is good for them than are governments, because they are close to "their" labour market, and know what sort of work fits their lives. The record of "youth training" and "adult retraining" schemes, in which governments decide what training to offer, with benefits often dependent on attendance, is uniformly dreadful.

Individuals also know that education cannot be divided up in a neat "vocational/leisure" way. What you learn can become relevant in a host of unpredictable circumstances. Wanting to help children with homework is a major motivator for many adult learners - and highly economically relevant. But while it fits easily into a system in which individuals decide what they want, it is completely at odds with one driven by contracts to "deliver" highly specific NVQs accredited on the shop (or supermarket) floor.

The Tories' recent policy green paper on training edges towards a rebirth for ILAs, proposing "life-long learning accounts" rather than "skills" accounts - a symbolic renaming that matters. The government, meanwhile, is piloting a number of "skill accounts" that are not actually accounts at all. They are just a new form of payment from the Learning and Skills Council, covering specific types of people and age groups on very specific government-approved courses.

Central planning has failed. Demonstrably. Again. It has not spotted and filled the nation's "skill gaps", whatever they may turn out to be in the post-recession world, or raised productivity, or ensured economic growth by delivering qualifications. It is time to rediscover individuals, and learning, and individual learning accounts.

Alison Wolf is Sir Roy Griffiths professor of public sector management at King's College London
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In 1997 Tony Blair declared his three priorities to be "education, education, education". It is a pity that he did not make them "skills, skills, skills". Despite all the investments made by Labour - the state now spends £5 billion a year on adult skills - millions of workers lack basic abilities. Five million are not functionally literate. One in six lacks the numeracy expected of 11-year-olds.

The failure to overcome the chasm in skills is an indictment against any government committed to fairness. Long-run economic growth is inhibited by a paucity of skills. But, more importantly, being unskilled lowers resilience, saps wellbeing and corrodes life chances. The vast army of unskilled workers in our nation is a moral crime as much as an economic waste.

One of the tests of a civilised society is that it thinks beyond its productivity. Let's say Mike, in his fifties, is illiterate and wants to learn to read and write. Any humane society would make the

investment even if it knew in advance that this would not result in his being able to get back to work or spend more money - in other words "to add economic value". Mike's life might not add anything to the nation's GDP but it would be a better life.

The tragic paradox is that the people who do receive training are the ones already with higher levels of skill: 40% of graduates get some training each year, compared with just 10% of workers with no qualifications.

The labour market exacerbates the inequalities of learning. Politicians often blame employers, but the hard truth is that, from a purely commercial perspective, it makes more sense to spend money on additional training for quick-learning, highly qualified employees.

So it is wrong to suggest that the skills gap results from a "market failure". The market fails to deliver a more equal society, for sure - but that's not what markets are for.

If markets cannot magically dissolve the skills gap, successive state-sponsored bureaucracies have also failed to deliver. The institutional architecture of skills is hardly straightforward. The UK Commission for Employment and Skills has replaced the Sector Skills Development Agency and now the employer-led Sector Skills Councils set the agenda for different parts of the labour market.

A morass of agencies creates plenty of jobs for experts in skills policy but little opportunity for the unskilled.

If we want to tackle inequality in skills, a number of measures are needed. First, individuals should be given their own

"skills accounts" with wide discretion about how the money in them is spent. The new adult advisory service should advise people on how to use this money, following the highly successful model of giving the recipients of social care control over their own budgets.

The government is now piloting individual skills accounts but fears a repeat of the disastrous Individual Learning Accounts scheme, which resulted in widespread fraud. Yes, ILAs were poorly executed, but the principle behind them was sound. It is time to move on.

Second, employees should be given more right to training. It may not be in the immediate financial interests of to give staff time off for training, so if we want people to have more choice, more regulation is inevitable. The new " right request" time for training is a welcome step, but a right to have time to train should follow quickly.

Third, skills acquisition needs to be more closely integrated into welfare reform measures. The government is rightly asking more of both welfare recipients and welfare providers, but there should be rewards for helping people into training as well as for them into work - especially as the economy tips into recession.

The skills gap is not a new problem; policymakers were worried about it in 1850. Nor is the failure to find a solution.

The last Conservative government's Youth Training Scheme (YTS) was lamentable.

Bold action could unquestionably narrow the skills gap. The political problem is that most journalists, most politicians and most policymakers don't live in the world of the unskilled. The funding of universities is a much hotter topic in Westminster because MPs are graduates with graduate children.

David Lammy, now minister for higher education but previously in charge of skills, is one of the few politicians who gets genuinely angry about the skills gap and many of the modest improvements of recent years took place on his watch. But generally any debate containing the word "skills" invokes either a yawn or a sigh.

The failure on all sides of the political divide to tackle the evil of ignorance is thus a failure of democracy itself.

Richard Reeves is the director of Demos which last week published The Skills Paradox www.demos.co.uk
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In 1997 Tony Blair declared his three priorities to be "education, education, education". It is a pity that he did not make them "skills, skills, skills". Despite all the investments made by Labour - the state now spends £5 billion a year on adult skills - millions of workers lack basic abilities. Five million are not functionally literate. One in six lacks the numeracy expected of 11-year-olds.

The failure to overcome the chasm in skills is an indictment against any government committed to fairness. Long-run economic growth is inhibited by a paucity of skills. But, more importantly, being unskilled lowers resilience, saps wellbeing and corrodes life chances. The vast army of unskilled workers in our nation is a moral crime as much as an economic waste.

One of the tests of a civilised society is that it thinks beyond its productivity. Let's say Mike, in his fifties, is illiterate and wants to learn to read and write. Any humane society would make the investment even if it knew in advance that this would not result in his being able to get back to work or spend more money - in other words "to add economic value". Mike's life might not add anything to the nation's GDP but it would be a better life.

The tragic paradox is that the people who do receive training are the ones already with higher levels of skill: 40% of graduates get some training each year, compared with just 10% of workers with no qualifications.

The labour market exacerbates the inequalities of learning. Politicians often blame employers, but the hard truth is that, from a purely commercial perspective, it makes more sense to spend money on additional training for quick-learning, highly qualified employees.

So it is wrong to suggest that the skills gap results from a "market failure". The market fails to deliver a more equal society, for sure - but that's not what markets are for..

If markets cannot magically dissolve the skills gap, successive state-sponsored bureaucracies have also failed to deliver. The institutional architecture of skills is hardly straightforward. The UK Commission for Employment and Skills has replaced the Sector Skills Development Agency and now the employer-led Sector Skills Councils set the agenda for different parts of the labour market.

A morass of agencies creates plenty of jobs for experts in skills policy but little opportunity for the unskilled.

If we want to tackle inequality in skills, a number of measures are needed. First, individuals should be given their own "skills accounts" with wide discretion about how the money in them is spent. The new adult advisory service should advise people on how to use this money, following the highly successful model of giving the recipients of social care control over their own budgets.

The government is now piloting individual skills accounts but fears a repeat of the disastrous Individual Learning Accounts scheme, which resulted in widespread fraud. Yes, ILAs were poorly executed, but the principle behind them was sound. It is time to move on.

Second, employees should be given more right to training. It may not be in the immediate financial interests of firms to give staff time off for training, so if we want people to have more choice, more regulation is inevitable. The new "right to request" time for training is a welcome step, but a right to have time to train should follow quickly.

Third, skills acquisition needs to be more closely integrated into welfare reform measures. The government is rightly asking more of both welfare recipients and welfare providers, but there should be rewards for helping people into training as well as for helping them into work - especially as the economy tips into recession.

The skills gap is not a new problem; policymakers were worried about it in 1850. Nor is the failure to find a solution. The last Conservative government's Youth Training Scheme (YTS) was lamentable.

Bold action could unquestionably narrow the skills gap. The political problem is that most journalists, most politicians and most policymakers don't live in the world of the unskilled. The funding of universities is a much hotter topic in Westminster because MPs are graduates with graduate children.

David Lammy, now minister for higher education but previously in charge of skills, is one of the few politicians who gets genuinely angry about the skills gap and many of the modest improvements of recent years took place on his watch. But generally any debate containing the word "skills" invokes either a yawn or a sigh.

The failure on all sides of the political divide to tackle the evil of ignorance is thus a failure of democracy itself.

Richard Reeves is the director of Demos which last week published The Skills Paradox www.demos.co.uk
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Two summers ago the government agreed to a sheaf of recommendations on what it should do to keep the nation prosperous. They were published in a report produced by a team overseen by Lord Leitch. He had been asked by Gordon Brown, then chancellor, to assess what skills the workforce would be needing in 2020. When the report came out, in December 2006, the country appeared to be enjoying good economic times.

Now that this has all changed, does the Leitch prescription still hold good or has it been rendered obsolete by the recession?

According to the MPs of all main parties who make up the Commons select committee on innovation, universities and skills, the Leitch report needs at the least to be re-assessed in the different economic climate. That means taking another careful look at one of the report's key planks, namely that the government's flagship Train to Gain programme should be expanded.

It is essential, said the MPs that there is a "proper evaluation of all aspects of Train to Gain", given the large amounts of money going into it. The Leitch report proposed a "demand-led" system. Through Train to Gain employers' training needs would be identified, and further education colleges and private training organisations would provide the training for them free of charge, but the committee's chairman, the Liberal Democrat MP Phil Willis, is critical about whether Train to Gain is fit for purpose. "When have we ever had a situation where there is free money available to make your workforce more productive and yet employers say they don't want it?" he asks. "Train to Gain is too complex to access and is actually fitting into somebody else's agenda. The bureaucracy involved is the biggest barrier, particularly to small employers."

And yet at least one employers' organisation, the CBI, had wanted the government to be even more enthusiastic about embracing the Leitch report.

"I thought the response to the Leitch proposals was a bit lame," said Richard Lambert, the CBI's director general, in August 2007. "I thought that the government pulled back from some of the bolder recommendations."

It is the MPs who are out of date, says Mark Haysom, chief executive of the Learning and Skills Council (LSC). He maintains that the select committee has based its criticisms of Train to Gain on evidence it heard last summer. Since then, he says, the programme has been reformed to become more flexible.

John Denham, the Skills Secretary, recently announced that the government was adapting its Train to Gain programme and, in future, small and medium-sized businesses would be able to access short training programmes."We strongly agree that skills and training are issues of national importance and much has been done to give businesses and individuals the real help they need in these tougher times," he said at the time.

Skills systems

"That's why we have been working hard to continue reforms in the skills system so that both further education colleges and universities are best able to respond.

"We have also announced new funding of pounds 158m to retrain people who have lost their jobs, alongside a major expansion of apprenticeships to over 250,000 starts."

Other recommendations put forward by Leitch in his final report are also criticised by Willis and the committee. Leitch said that if the UK was to become a world leader in skills by 2020, the number of adults skilled to GCSE level or vocational equivalents would have to rise from 69% in 2005 to 90%.

More than 40% of adults would need to be skilled to graduate level and above, up from 29% in 2005. To those targets the government added one of its own: that 68% of adults be qualified to level 3, A-level or equivalent, by 2020.

"There is no evidence, other than some anecdotal evidence, that training improves productivity, other than when companies organise their own training. The Leitch report has come home to roost in a very big way", he says.

But one key aspect of Leitch finds favour with Willis and his colleagues. "What he also did was point out to the government that you cannot look at this short term. He had a 2020 vision. It is heartening to hear John Denham talk about 2020, not short-term fixes."

But there is pounds 1bn of Train to Gain funding that cannot be spent, Willis says.

Some of the government's opponents accuse it of mistaking qualifications for skills, but that is how skills are measured internationally, says Willis.

"Leitch used qualifications as a measure, which is the way international comparisons are made about skills levels," he says. "That was the orthodox paradigm at the time and we needed to take that as the starting point. Our criticism is that having done that analysis, was this the right way forward? We believe that setting targets for qualifications is a flawed model."

He says there is now more need than ever to restructure the Leitch reforms, drawn up as they were in a time of economic optimism. "We believe Leitch's emphasis is quite wrong," he adds.

"It's about upskilling. We believe re-skilling is as important. You need both. We have professional classes that are losing their jobs. People who are used to work, having been in work all their lives, suddenly need reskilling to meet the challenge."

He says he is delighted there will be some radical reform of Train to Gain that will allow businesses to access short training programmes.

According to Mark Haysom, changes introduced on 2 January include the funding of bite-sized courses in "business-crit ical subjects demanded by businesses".

He says: "A significant number of changes have already been made to Train to Gain to reduce bureaucracy, increase the flexibility of the service and enable more businesses to access training designed specifically to help improve productivity. The new flexibilities will help businesses weather the economic storm and ensure they are in a better shape to respond when the upturn comes. While the context in which the Leitch report was written has changed, the ambitions are still very relevant."

He says that from April 2009 newly redundant individuals and those under notice of redundancy will be able to access fully funded support for a range of skills activity that aids progression into sustainable employment.

"The LSC recognises that these are dif ficult times, but we are here to help support businesses and individuals to gain the skills they need to ensure we all come out of the economic downturn sooner and stronger," he adds.

Further education policy

Willis is less optimistic about other changes taking place affecting FE policy. "I believe the government is making a complex system even worse by abolishing the Learning and Skills Council, splitting the departments, and putting local authorities in charge of delivering 14-to-19 education."

One of the most exciting parts of the Leitch agenda, he says, is an area now being developed: skills accounts. "We see skills accounts as an opportunity to give power back to people in upskilling and reskilling. It is a wonderful opportunity. Independent voices must be heard. It is at the heart of the modern skills agenda."

Willis believes the government is cautious about implementing this, although the Department for Innovation, Universities and Skills says new safeguards will avoid past problems with the individual learning accounts programme launched in 2000 , which was suspended a year later owing to allegations of fraud.

Lord Leitch (above) stressed upskilling in his report but critics say re-skilling is just as important Amit Lennon
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