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Caxton Howse, Tothill Street, London SWI1H 0NF

Telephone (1273 53':!9

Telex 15564 Fax (]-2T3 582

Secrefary of Stale

Paul Gray Esq

Private Secretary

10 Downing Street

LONDON

SW1 2} Pebruary 1990

Dew Pl

Liz Smith wrote to you nng}?’fgaruﬂry about the position of the
Fallemploy  Group. Thi letter i to keep you abreast of
developments, as promised.

Mr Hicholls met Mr Stephen O'’Brien (Chairman) and Mr Linbert
Spencer (Chief Executive) of Fullemploy on 27 February with Sir
Geoffrey Holland and Steve Loveman from the Department’s Training

Agency.

In response to questions to Mr O'Brien and Mr Spencer the
following emerged:

- Mr O'Brien accepted the broad thrust of the Peat Marwick
MeLintock ( PMM) report on Fullemploy's financial
pogition, which among other things predicted a shortfall
of £640,000 in 1989/90;

the latest <report (1 Pebruary) from Fullemploy's
internal accountants suggested that the Group was still
solvent (though the impression given by Mr O’'Brien was
that it might be touch and go). A further report is due
sarly in March;

the Fullemploy Board had agreed an ambitious strategy
for 1989/50 intended to make the Group less dependent on
the cash-flow of its training company. This involved a
new consultancy which had taken longer to reach break-
even than expected (it now appeared to be breaking even
month on month). Some parts of the training company had
made losses during the year. The Group had hoped for
further developmant funding from the Employment
Department which they did not get;
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during the latter part of the year the financial
management of the Group had been strengthened by key
appointments. This would give the Board earlier warning
of future financilal cri=zes;

crigses were however likely to recur since the Group
could only finance development through cash-flow, an
inherently risky process. To that extent a forward
Business Plan as proposed by Peat Marwick McLintock
would be difficult to produce;

Fullemploy’'s immediate next steps would be to ensure
that the consultancy broke even or was cut and that tha
training company was substantially restructured to cut
its coste and make its local managers accountable for
profit and loss;

Mr Q'Brien believed Fullemploy should continue to move
towards a role which enabled it to influence hearts and
minds and was less based around relatively low level
skills training.

Mr Nicholls said that the Employment Department’s interest lay in
the particular field of training. He could not find £640,000 and
in any case could not commit any money in the absence of a
Business Flan. The Home Office would have a wider interest in
Fullemploy's activities but would no doubt equally have difficulty
in finding money (Mr Spencer indicated that Fullemploy were not
necessarily locking to the Govermment for the whole of the
shortfall). Mr HNicholls commented that the steps taken by
Fullemploy to establish financial control, get the consultancy on
a sound footing and cut the training company’'s costs would make a
guﬂgi package on which to approach private asponsors for additional
unding.

Mr Nicholls asked Fullemploy to produce a note setting out these
positive steps. He undertook to write guickly to them giving the
Department’s position.

I am copying this letter to Private Secretaries in the Departments
of Education and Scilepce, Environment, Home Office, Ministry of
Defence, Scottish and Welsh affice, and to Sonia Phippard in S8ir
Robin Butler's office.
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ANDREW McCULLY
Private Secretary
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CORRESFUNDENCE WITH PROFESSOR PETER TQFHE =
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I am replying to jyour l&fE;I of 9 February, attaching a letter
from Professor Toyne to the Prime Minister dated 7 February.

We have been in touch with Professor Toyne, and established that
he is advocating the use of distance learning and interactive
video as a means of delivering initial teacher training. He
believe=s that these media will enable a wlder range of pecple to
become teachers, and that the media themselves will inspire
trainees to become better teachers.

We agree with Professor Toyne that distance learning and
interactive video offer very promising means of delivering
components of teacher training. Indeed, we have commissioned
development of in-service training materials from the Open
University, ¥Yorkshire Televigion and others.

Nevertheless, Professor Toyne's approach may turn out to be
gsometning of an embarrassment. Liverpool Polytechnic have no
initial teacher training capability in the =sciences; and although
there are a number of television companies which have buillt up
impressive track records in educaticnal television, and
in-service training in partieular, Mersey Television 1s not one
of them. Mr Redmond's chief claim to fame 1 &2 the criginator
of Brookside and Grange Hill. WNevertheless, in accordance with
the Prime Minister's wish to send a substantive reply, the draft
proposes that the Department should makXe contact with him to
discuss his ideas further.

I attach a draft reply for the Prime Minilster to send, which
builds on these points.
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JGHH RATCLIFF
Assistant Private Eecretary
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IMPROVING TEACHER SUPPFLY IN SCIENCE AND MATHEMATICS

Thank you for your letter of 7 February following cur seminar on
training. I too found this a stimulating and worthwhile day.

I very much agree that training technigues which are used in
commerce and industry might be egually appropriate in educatien.
The use of distance learning in education is, of course, well
established; and indeed I understand that a number of initial
teacher training courses make use gf distance learning in
precisely the way you have in mind - to widen the range of pecple
becoming teachers, and to enable pecople who might not otherwise
have been able to do spo to undergo initial teacher training.

I am interested by your suggestion that the use of interactive
video and distance learning might of themeselves inspire people
become better teachers. Certainly, there are indications that
the use of IT in the classroom can prove motivating and

stimulating, and I see no reason why this should not extend to
initial teacher training.

I suggest that the best way of taking your ideas further would be
for you to speak to the Department of Education and Science, and
I shall arrange for the appropriate official responsible for
initial teacher training to make contact with you shortly.




- Liverpool Polytechnic I s

The Rt Hon Mre Margaret Thatcher Mp['™
Frime Mipnister FE)
10 Downing Street

LONDDN

EW1R DAR

PT/BPW/1.57

th February 1990

M. P Husal

Thank you wvery much indeed for inviting me to participate in last
Friday's seminar on training. I am sure we all felt that it was a
most productive day and that it will lead to some real action in

thies vitally important area,

You will remember the brief discussion we had in the final session
about the possible use of distance learning and interactive wvideo
in the specific context of trying to train inspiring teachers in
science and mathematics. I am sure there are real possibilities
here and I have had some initial discussions with Phil Redmond
{(Chairman and Chief Executive of-Mersey Television) who would be
very keen to join with me in trying to develop something
appropriate. 1 should be only too happy to discuss the
possibilities with you ghould you feel you would like to take the
idea forward.

Once again, may I thank you for a stimulating and thoroughly
exciting day.

urs sincerely

Feter Toyne
Rector
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FULLEMFLOY GROUP

I am writing to alert you to a difficulty with regard to
the Fullemploy Group. As you may know, the Fullemploy Group has
evolved from Project Fullemploy which started in the early
seventies as a City of Tondon response to high levels of
unemployment within the ethnic minerity community. The Group's
main activity is the provision of training principally through
this Department's Employment Training programme in inner city
areas. Its Chief Executive is Linbert Spencer who is a member
of the HNaticnal Training Task Force as well as the Home
Secretary's Advisory Council on Race Relations.

The Training Agency of the Employment Department commissioned the
consultants Peat, Marwick, McLintock last December to review the
financial position and prespects of the Fullemploy Group. The
consultancy was agreed with PFullemploy after they requested
funding of £1 million to make them self-sufficient within 18
months.,  THh& ToOMEUITants have now reported that there are
insufficient cunds for accepting this as a complete estimate
of Fullemploy's financial need and that it would not of itself
produce progress towards Self-sufficiency. Indeed, Fullemploy
themselves told the consultants that they would need more money
over a longer period to achieve this goal while furnishing no
evidence that the goal could in fact be achieved.

i

The consultants have recommended that Fullemploy should be
invited to submit a business plan giving more details of thair
future prospects with particular reference to the training
activities which are the main part of their business. Ministers
in this Department have invited Fullemploy to produce such a
report without commitment to any further funding being on offer.
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Having received the report and the invitation, Fullemploy have
asked for an immediate injection of £400,000 to keep the Group
afloat for the rest of the current financia ear., Our Ministers
have repeated their request for a hq;inaas plan and suggested
that they meet the Chairman of the Fullempley Bgard, aphen
0'Brien, with the Chief Executive, Linbert Spencer. Ministers
are vary conscious of the high personal profile of Mr Spencer and
the sensitive nature of his organisation but consider it
assential that they receive the further information recommended
by the consultant before considering any additional commitment.

I attach a note giving the background to the current difficulties
with Fullemploy and an outline of the Training Agency's position.
We will keep you and colleagues in other interested Departments
in close touch with developments. Meanwhile, it would clearly
be helpful if this Department could be consulted about any
enguiries addressed to colleagues in other Departments.

I am copying this letter to Colin Walters (Home Office), Stephen
Williams (Welsh Office), Simon Webb (MOD), Ben Sleocock (DTI),
Stephen Crowne (DES), Jim Gallagher (Scottish Office) and Roger
Bright (DOE) and to Carys Evans (Chief Secretary's Office).

LIE BMITH
Private Secretary

CONFIDENTIAL
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FOLLEMPLOY GROUP

Background

1. Mr Nicholls met Mr Spencer, Chief Executive of Fullemploy,
on 28.9.89. At the meeting Mr Spencer indicated that Fullemploy

was secking £1m funding for his organisation over 18 monthe to

T ; . : :
anable Fullemploy to become financially self-supporting. With

Fullemployfs agreement, Peat, Marwick, MecLintock [P, M; M) wWwara
commissioned to prepare a report on the financial position and
prospects of the Group, foousing on the likellhood of
Fullemploy’'s becoming self-financing within 18 months. The
consultants began work on 12.12.89 and the report was received

by Ministers at ED and Home Office on 7.2.90.
Fullemploy’s expressed position

2. At the outset of the consultancy, Mr Spencer indicated to

P, M, M that Fullemploy’s funding requirement was actually £2.5m

over 4 Years. E

1989,90 £ 400Kk
1590,/91 £1,000%k
18997 2093 £ 700k
1992/93 L 400k

£2.5 million

From 1993/94 Mr Spencer kelieved that Fullemploy would be self-
supporting. Ho evidence or forecasts were given to support this
wiew. The financial forecast for 19%0/91 was not available
during the period of the consultancy.

Consultants’ findings

3. P, M, M estimated that the trading deficit for 198%/90 was
likely to be nearer £640k than the £400k suggested by Mr
Spencer. Cash flow difficulties could be experienced early in




the 1990/91 year deepite an accumulated cash surplus of £4%0k
from 1%98B/8%9. The training company (ane of 6 within the Group
and representing over 70% of the total coperation) was expected
to break even in 1989/50 taking into account its trading revenues
and including £350k from the Home Office for Reglional Office
management. The remaining 4 cperational companies (consultancy,
publications, enterprise encouragement and Wales) had a
projected total deficit of around £240k. The Group HO was
likely to record a deficit of £400k in 19B83/90,

For 1990/91, P, M, M conclude that Fullemploy will need

additional funding of [800K (assuming a continuation of the
exieting £250k funding from the Home Office); ie a total of
around f£im. This would be dependent on no further expansion

plans.

4. P, M, M found inadequate management, budgeting and control
in Fullemploy. There was no evidence that the Group could
become self-financing in the medium or longer ferm. IE
Fullemploy was fto contbtinue as at present; permanent core-funding

sagmad To be necasSsSary.

Consultants’ Recommendations

5. P, M, M recommended that:

1) Fullemploy be requested to prepare a detbailed
business plan to support their projected need of E£2.5m
towards self-sufficiency;

ii) Fullemploy be asked to review the relatively high
cost base of thelir training activity with a view to
retaining or increasing competitiveness for contracting
directly with Training and Enterprise Councils.

Ministers" Action

6. Mr Nicholls wrote to Mr Spencer on 14.2.9%0 enclosing a copy

of tha report. He said its findings provided no basis on which

the Government could agree to provide further funding and that







