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I strongly favour the subse

quent method of taxation (Method B) for
the following reasons.

2. It is essential to bring supplementary benefit within the
reckoning for tax. It would not be consistent with our policy on work
incentives if we were to tax the NI benefits paid to the involuntarily
employed, while leaving untaxed the supplementary benefit which may
b paid to those who have been disqualified from NI benefit because
ffhey have caused their own unemployment.

5. However, any of the Method A (curre?t) S{‘stgmts: oiu;pai::;:ggm
Scussed in the Inland Revenue paper, if applied to st ¢
L2efits, would mean that the zmount payable in a particular week mggt
be p uced below the minimum entitlement considered necessary to avoil
8hip. Either the deduction would have to be restored, which is a
€l8e, or we should have to introduce leglslatlon_resm:;tﬁg
eblementary benefit entitlement in such cases. This wgularliment
®lely controversizl and very difficult to defend in .

The advantages of adopting Method B are:-

i i of
1), There would be no gquestion of reducing t:llze weekly income any
t below the supplementary benefit level.

" taxed at

EBS (as well as UB and supplementary o el o
tr?te 2ppropriate to the tax position of ea;e "compounding” method
a:{":l;dthan applying the rough g;g;glelgig paper and pere 15 of the

in par h 15 of the the claimant nC
ta Y the Iglanagr;le)venge)- This Wuldbenbeeg?:n t?adﬁ.ch he is entitled
I:!ation but as an arbitrary cut fn alated ;I contributions.
% of past payment of earnings-re

4 funds, where due, would be
RIS 2 curen systenm (Method &) Lax £otr s S peing paid only
Wpljonrolatically during unemployment, instest of o

lon after a delay, 381118??9"5 now.
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(Method B) they woulg be
s\'Ste;]d of a tax year. mpjg wou
he € 1
Eégurn to work.

payable‘only on retyrn to work or at
1d Provide an extrg incentive to
I favour, :‘nerefore, the

adoption of Option 1B, ie taxation of
B o UD. ERS, and Supplemen
flay—ra

0 # -
tary Benefit Up to the Standard pate of
by the subsequent methoq, is opti bring in tpe Same

UB by e (£200 million) as woulg the option favoured by the Chancellor,
rgvzngimila—? staff cost,

a

Department of Employment JP
10 December 1979

(CONFIDENTIAL)
¥~———




	CAB 134 4337 (384)
	CAB 134 4337 (385)

