CONFIDENTIRL 2

P2 IMEMATIVISTRRZ

DEPARTMENT OF HEALTH AND SOCIAL SECURITY T , .
ALEXANDER FLEMING HOUSE 0 Ay Hmt 'H'\z
ELEPHANT AND CASTLE LONDON SE1 6BY

TELEPHONE 01-407 6522 EXT 6SR 3 €1 cleagss o4 Gree. fape

13 Co'm-j ovk o W(c)«uc)a_j PV 4
Your reference - wle L M:. Lk

Our reference =
p— M‘Ji
Ms Petra Laidlaw %32
Private Secretary to F i

the Chancellor of the Duchy 25 IMarch 1980
of lencaster , ‘\“

Deor Pobn A Jris (1 ankt . oo C Wy

Ve spoke yesterday about our intention to publish a Green Paper containing
proposals to place on employers a statutory duty to provide sick-pay for their
emnlo*‘ces in place of nzational insurance sickness benefit. ! bemlcea +o @"Jw hawe
a for Hae wmm 3 H-Obwar

Because paris of the Green Paper contazin assumptions based on proposals 1o be
announced in the Budget, it has had to be printed as a "Secret" document. This,
I understand, has limited our ability to alter the publishing date and I am told
it could only be brought forward with great difficulty.

-

One othe: ezson o“ preferring a Vednesday publication is that this would remove
it from Budg debate. What we are proposing in the Green Parer should not
be seen as the social security cuts to be announced tomorrow and Thursday;
it is a arate exercise designed to rationalise benefit r\rovision in one
limited z of soc;nl security. Both the Secretary of and Mr Prentice
feel vexy it would be fto the Governmentls advant: to emphasise
that this i 5cp1:‘ate policy development and not an ex 1on o_ previously
announced ca'ts in social security provision.

For these reasons we consider it imperative that publication should be on 2 April.

As to whether or not there should be a statement to the House, the lMinister has
expressed a sirong preference for announcement by means of a written answer. This
} would avoid a potentially difficul® period oI QUERTIONINg which would inevitably
concentrate not he proposals in the Green Paper but the Budget proposals for
the House will have already had two opportunities to question

poten

t
on tl
social Mecurlt As
our ilinisters (wltn all the attendant adverse publicity this will give rise to) it is
felt that it would be best to avoid another confrontation. Further, the Green Paper
is proposing a 6 month consultation period and lMembers will be able *o question
Ministers during that time and when the proposals are finalised for presentation

as a Bill.

I therefore would be grateful for approval to publish the Green Paver on 2 April and
to announce it by means of a wriiten answer. A possible text for the reply is
attached; this has not yet been finalised by iir Prentice. I am copying this letter
and enclosure to liurdo Haclean at the Chief whip's Office and Hick Sanders a7t Lo. 0.
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DRAFT STATEMENT ON ESSP

1. The Government have today published a Green Paper "Income During Initial
Sickness: A lew Strategy" (Cmnd 7864). Copies have been placed in the Library.
The paper sets out for discussion our ; employers should provide sick-

pay for their employees in place of national insurance sickness benefit.

2. We have thought it right to review the role of the State in providing
sickness benefii against the background of the increasing number of employees
who are covered by occupational sick-pay arrangements and in the belief that
the State should, wherever possible, withdraw from activities which firms

and individuals can perform perfectly well for themselves.

3. Furthermore, there are two unsatisfactory features of the present system.
First, a large number of employees are at present financially better-off when
sick than when at work because they receive the equivalent of full-pay but do

not pay tax on that part of it represented by national insurance benefit. This
unsatisfactory situation will continue until we zre able to bring benefits within
tax. Second, many thousand civil servants are engaged in the administration of
sickness benefit which is often payable for short periods to people who are
already receiving sick pay from an employer who has 1o provide for the
administration of his scheme. This duplication of effort can only be regarded

as wasteful.

4 . The proposals in the Green Paper would help to remedy both these drawbacks
to the present arrangements. Tax would be levied on a much greater proportion of

payments made during sickness and there would be large savings in civil service

numbers.,

5 The proposals are neither firm nor final. They are set out as the basis for
genuine discussion with all interested parties and the Government will not take
final decisions on the scheme until we have carefully considered all representations
received. I appreciate that what is suggested will require close study and we

are therefore allowing six months for consultation.







