SELF EMPIGYED POLICY GROUP - FINAL'RUPORT'

Backeround

We wera set up in May, 1975 with e two-fold task. Fi.rst-
to make recommendations on tha poaztlon of the self employed
with partiouler reference ta thalr Natmnal Insuranca ‘contri-
butions emd benefiis. Secord, o got as & watch aug for '&he
self-em_plnyed both inside Parliement. anr]. ou‘as:.de. Wo
produced an Interin Report on poliey in Ootoher, 1975 We
have been active in our wakch dog role and have worked clus-]y
with the Smallsr Businesses Uommlttna bscauae ma.ny sa].f employea
are also small employers. Many of the problema are sm:.lar a.nd
require & common.aprreach, . -

: We hevs esteblished cloas ﬂon‘aac‘t with outalde orgam.aa-
tions, particularly those represantmg tbs self smployed and
we -believe. it mpcrtaut thaﬁ thls ccntac-.'h ahnuld be ma:.n’camed
after ¢ur main pc_lhg_:r _@r}c_ _zg, comp‘]?_e\‘:_ed_ L e

The Atwosphore

- The ;self employed and the ﬂmﬂll busmeasea feel s’arong,ly
that their existence is threatened by 1ncreaaed ta.x and other
burders. The bankruptey figures hear elcquent tes‘tmpn)r to
this feeling. Although mch of the blame is placed on the
present Gove:ment the previous Gonaervatwe Govermnent
aleo eriticized, in particuler for introducing the new I
comtributions, The present finaneial difficulties she.rpen
disillusionmens. with pGll‘tlclB.nS.‘ On the other hamd, the
efforts the Gonservatlve pe.rty has baen me.kmg recently are
helping to improve the e.tmosphere a.nd Wrs. Thatcher 1s S
regarded as genuinely sympathetic to the pos:.tmn of ’aha small
man,



man.

impertant to restete as often and as publlcly as posslbla the
Conservative belief that the self employed and the sma_ll flrma

are v1tal to our f‘rea socls‘{:y rmd to the restoratlon of our

of' tha small wan afe not taksn “inte ‘Bocount {n Whitehall when
dec].s:.on.s 'are Tads ar.ul that the;r ara® oversha.dwe& by the blg -
hattallons of the T and tha o8I, Ncl:ouy féels that the® - -
prescns sma.l}. flrm/set up 1n $he Depa.rtment ‘of " Tndustey] with:

a ;Lun:n.or M’.‘m:.stez‘ in nharge, ig effectivel ~Nor do the Ministers
who have actually heldths off:.ce in this Government, or the
prevmus bomaervatﬁve Government. ‘This’ pomta %o the need to

look at the Whitehall and Westm_mater mchmar':f.
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Dur recommendatlona re‘late to fhs machmery of Govarmnent

1cy groups ‘are deahug m.‘ah fhe other mam
subJecta of ooncarn notﬂbJ.y cap:.tal and mcome taxea VAT anﬂ.

responaibility for the self emploved and small firms. We are
mot recommending a new Department, but & Minister senior emcugh
to co-ordinate effectively the work of existing Departmemts and
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to ensure thet the/small firme ave known and congidered before

policy decisions are made, We heve: noted th-at in a number of
TEC countries and in the USA the smell firm sector is represented
at senior Govermment level and this is generally welcomed. We

belisve that a Ministeriel eppointment would be insuffiecient of
itself to reverse the Whitehall bias in favour of the big -
battalions both pationalized and- private. His work would need
re:.nforo:mg through public. acrut:.mr, support and criticsm,

There is preasure for the appointment of a Shedow Minister.
While we have sympethy with this, we do mot press it beceuse we
appreciate that it migh wnduly tie the leeder®s hand prior to- :
her forming a:Government, : . BN

These reecommsndations would receive strong but not universel
support among the interests comcerned, Many would see them es
a meat important peliay pledge axd gesture of determination to--
recognise the impoitence of the smell man, Others would be -
sugpicious of grester Whitehall entsglements ) - . .

: The new NI- contribution a.rrangemanta. aml, in partlcular,
the Class IV comtribution for- the self employed, caused an
explosion of rasentment.  They were largely responstible for the
formation of the new organisations repras‘snting the self smployed
elthough these now deal with all grievances. o

The new Cless IV combribubtion was scen as the lasi straw
‘to people elready burdened with inereesed texes. Although
resentment is diminishing and reluctant accepbaunce of the need :

for the contribution ia growing, it is politically desirsble
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te sugar the pill: The Tiew, ¥ates of contribution which started.
_in April, 1976, have, t0-some artent redragsed the balance::
in favour ‘of ‘the self employed relative to employera/employaes. ’
It iz now difficulf to argue that as a group the self employsd .
are at.d -disadvintage inmtheir cont»ibutions although some-. @i .:
detailed criticisms can be.mads about the. present errangements. -
For cxample, the lower 1i6i% for Class IV contribubions which.. .
was introduced in April 1975, has renained unchengsd at:£1600. -
despitéecthe Pall in:its real-velue._ This has meant many gelf
erployed people have besr . drawn inté.the (lasa: IV,u.sL-_ byithe: -
effeckslof inflakion, © i - '

For.the self.employed person higher up.the svals the
increassiin thelupper.Class:IV ,,contnbutwn_ linit: in-April 1974
from £3600 @0 24900 p.n. meens, for exemple; thet a self .-

Lemploj#d personiwith taxahle: profits or gatns of £5000 p,a, will
be paying en extra £104 p.a. out of his net income. .This .- -
compares- with the 1976 Budget tex Yconcessiona® for a £5000 p.a.
family man with twe childrei of £87.50. RIS

It is signifirent thel:the self employed orgenisations’are.
now paying more attention to tax rel:.ef on ths NL contrl.but:l.cn
The Party has already advocated tax “eliaf o5 taat part of “Hhe
contribriTon which can be regardeé ag ‘the’ emgloyer s contribution

va_been move .
and smmﬂments to this effect/:l.n Finance bill debvates. The ..

- The vost of ellowing tax reliesr’ on all .the Class II and
Class IV contributions in 1975-6 would have been about £80 million
{Hensard 22/5/75 WA Col, 572} so the cost of dllowinz the

()
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employer clemant agamst tax would be in the order of £50 million,
However, this would not mvolve any extra ‘public expenazture
because the NI con‘hrlbutlons on employers and employees would

be raised ta cover thla SUl.
Benefiits
On National Ingurance bénefité, we think it right to

maintain thé‘ineligihilit‘y %o unempléyment benefit. We see mo _
objectmn in prmc:.ple to meling the self employed eligible to

gernings related sickness bemefit and ‘the’ full range of mlury
beneflts prov:Lded this is tech.nlcally fegaible.  The

Government is cona:.der:.ng these matters at present.

The othsr main National Insurance grievanca concerns’ tha
EEC arrangament The FEC working perty is eouslder:l.ng how
benefits, ineluding medival benefits, now provided for emplovees
who wsve betwden Member States could be extended to the self
employed, We think it right that the self employed shoul'd b
inoluded and this element of disorimination against them -
removed. : ) i
Penaiong

"Th our fnterin report we recommended that the mexizim that

can be invested each year in nenmsion anmities Tor the self

empln)}ed shanld be subst'ahtiany incressed, Under the 'prbvisions
of the 1?‘76 Finance Bill the limit has been raised to £2250
w]uch goes e long way towarda msatmg our recommendutmn,

in the 1977 Finance Bill. This level should be kept under
oonstant review or, betber still, indexed so thet it doss not
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lose its value. As well a3 the cash ceiling the percentuge
lindt (at present 15%) elso needs raising to take account of
inflation since the limit was last raised in 1971, This is
narticularly important for the older person who has deliberately
wostpened talking out an annuity in order to put the mexrimun

resources inte his business,

Tnder the Sceial Security Pensions Aet 1975, employess in
cocupational pension schemes are to have an element of inflation
wrocfing of their pensions provided by the State. HNothing
equivalent is provided for the self emnloved. We recommend that,
if femsible, sinmilar protection should be made available for
their private pension arrangements. Alternatively, comsideration
might be given to allowing the self employed to contribute to
tie earnings related part of the new Stote pension scheme.

These recommendations on Mafional Insurance and private proviaion
involve technical matters of whieh we sre not equipped to pub
forward detailed recommendations. However, we believe that

proposals can be worked ouk.
Public Tneui

We do not propose that the Party should publically commit
itself to these recommendstions because, for exanple, the

Mational Insursnce position is likely to change yet again before

ue come Lo office.

Houever, we do recomnsid that s clear indicefion should be
given that we ar~ not satiafied with the social secur ity arrangs-
pments for the self emnloyed and that we intend to imorove them,
Ve therefore recommend that the Party sefis up an ipguiry in

e el Ant 1 h fits and to
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report o the Secretary of State. Ve recomvend that this
inquiry be of a public or semi-wublie neture vhich would perait
reyresentations to be mede openly by interested bodies and
would re-assure the sslf employsd that their srievances were

being proverly exemined by an impartial and expert body.

21/5/7%



