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PRIME MINISTER

ADMINISTRATIVE AND LEGISLATIVE BURDENS ON SMALL FIRMS
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I made an interim report to you on 6 ?gh?uary, on the

review which David Trippier has been carrying out ‘on the

scope for further reductions in administrative and

IR 1SS
legislative burdens on small firms. Your Private

S

Secretary's letter of 9 Eeﬁruary expressed your wish that
7

the momentum of the review should be maintained. This

—

further report is to bring you up to date on progress.
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2 A range of burdens which affect small firms has been
identified and David has pursued particular areas in
bilateral meetings with Ministerial colleagues. As you
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know, officials here have prepared flow charts outlining
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the procedures to be followed when starting a business or

taking on an employee. (Copies are attached; you saw

these at Sir Robin Ibbs' Cabinet presentation). David has

written to colleagues in charge of appropriate Departments,

enc¢losing copies of the charts, to ask for their help in

—

reducing burdens for which they have responsibility.

Colleagues have been broadly sympathetic, but I should like
/vm

to seek your support in encouraging them to take positive
oy

action to reduce requirements on small firms.
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3 The following is a summary of progress on the main

fronts.

EMPLOYMENT LEGISLATION

John Selwyn Gummer has been considering the scope for
extending the two-year exemption from unfair dismissal
legislation to a larger number of small firms, and the

possibility of exempting all new firms for a fixed period.

He has, however, yet to reach a decision on this.
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PLANNING AND LOCAL AUTHORITY REGULATIONS

S Neil Macfarlane has agreed to consider the idea of a

DOE Small Firms Circular, which would encourage local

authorities to provide positive assistance to businesses in
complying with the regulations for which the authorities are
responsible. I would also like to see DOE use their
position to urge authorities to establish 'one-stop shops'

———

where a firm could complete all necessary local formalities.

This would immediately halve the number of stages to be
P

gone through on the 'Setting up in Business' chart.
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PROCEDURES

6 PAYE and VAT compliance procedures are acknowledged to
be a proportionally greater burden on small firms, but it

seems that procedures cannot be simplified further without

a substantial shift in the balance of taxation. I am

therefore pleased to learn that Inland Revenue are

beginning to revise the 'starter package' of documents sent

to a new employer. I hope that they will be able to
devote increased resources to this activity so that
procedures at least are made easier to understand in the

near future.

STATUTORY SICK PAY (Ssp)

T Although SSP was introduced for good reasons, and
monitoring of the scheme by DHSS has revealed no major
problems, it must be recognized that many small firms see
it as an additional burden and a further case of the
businessman being expected to carry out unpaid work for
Government.

J

CONCLUSIONS

8 The introduction of SSP and the absence of further

reductions of burdens in other areas have shaken the small




firms lobby's confidence in the Government's commitment to
the small firms sector. This is borne out by the
increasing number of calls, both from lobbyists and from

within the Party, for an Enabling Bill to exempt small

firms from large areas of legislation. I do not believe
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this to be the right approach - it would act as a dis-
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calls can only be resisted if we are seen to be committed

to further reductions in unnecessary burdens.

9 This is not an area where the DTI can act alone. My

own major contribution to reducing burdens is the current
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\}bﬂ A o exercise on the repackaging of DTI schemes. We are also
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closely examining statistical demands placed on business,

\fy although earlier reductions have limited the scope for

further cuts if the quality of information is to be
maintained. In comparison with other Departments, however,
my responsibility for administrative burdens is very

limited.

10 The improvements for small firms in the field of
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public procurement encourage me to believe that inter-

- s Ty e —
—— —

Departmental agreement on the reduction of burdens on small
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firms should also be possible. Obviously I am not

suggesting exemptions for the whole small firms sector -
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thresholds would need to be determined on a case-by-case




basis - but we should act to relieve burdens from the most
vulnerable. Cabinet colleagues have seen the scale of the
burdens facing small firms from the flow charts. If no
action is taken to reduce burdens, the charts will lengthen
further with the introduction of new legislation, and the

deterrent effect on business can only increase.

11 I hope I can have your support in asking colleagues
now to set in hand necessary work in their own Departments
and to indicate how soon they can bring about real
progress, particularly on the issues I have indicated

above.

12 I am sending copies of this minute to Quintin
Hailsham, Nigel Lawson, Patrick Jenkin, Norman Fowler, Tom

King, Grey Gowrie, and to Sir Robert Armstrong and Sir Robin Ibbs.
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SETTING UP IN BUSINFESS

(Optional hut recammended procedures Contact/Advice
are in brackets)

Solicitor/AéEuntant/
i * { Small Firms Service/
1 Co—operative Development

Sole '[‘rader—l [ Partnership ] | Limited Ompan?l Workers' Agency
co—operative

i !

Agree name and Form Industrial Registrar of Companies
register name and Provident CIn
and premises with Society - register
Registrar of through CIn
Companies
¥
{Have formal (Get solicitor or Solicitor /Acooumtant
deed of accountant to
partnership incorporate coopany)
drawn up)

l Decide on structure of businea;l

If trading under a name different If using a name, Issue each member
from that of the owner(s), must other than full with one share and
display name and address of corporate name of rulebook

owners(s) at premises ard on the company, must
stationery display name and
address of owning
company .

TRANSFER *| If taking over an existing business, must maintain employees' existing terms
OF and conditions of employment
IRDERTAK [NGS

Notify local Inland Revenue Inspector of Taxes on form 41G and send in P45 Local

from previous employment if appropriate. (Establish tax status with Office
Inland Revenue in writing.)
IS TAXABLE TURNOVER EXPECTED TO EXCEED £6000 > Register with local

PER QUARTER OR £1B000 PER YFAR? [B3-B4 levels] Customs & Excise VAT
office

Inland Revenue

No
 ;

| IS THERE INPUT VAT AND NO OUTPUT VAT? l_r 'Muat register

Yes | to reclaim
Ho VAT

I VAT registration is voluntary I

1

NATTOMAL l Contact local [HSS office for details of National Insurance contributions
INSURANCE

Local DHSS Office




PRIMISES

LICENCES

[ QWANGE OF USIC?-}

HNo

Consult local authority planning
depar tment
i

| STRUCTURAL ALTERATIONS? I—h

Yes

Consult local authority planning

Eﬁ m&ldiﬁrregt&at 1&23 depts,

-

o

Yea

[ ARE PREMISES INDUSTRIAL? }—+L

No

and Safety Fxecutive

totify nearest office of Health I
1

IS FOOD BEING STORED,

Contact Local Authority Environmental

PREPARED OR SERVED?

No

Health Department

WEAPONS SALES, IOTEL, THEATRE, CINEMA,
LOERY OPERATOR,
CHILIMINDING,
AUCTIONS, MATIOIRS, HAIRDRESSERS,
SEX SHOP, STRFET TRADING,
MITAL, MOBILE SHOP,
ETC?

FHMPLOYMENT NGENCY™,
PET SHOP,

CHFCK IF LICENCE 1S REQUIRED: BG ALOOHOL OR
FISH AND CHIPS, TAXI OPERATOR, CAR HIRE,

KENNELS, RIDING,
MASSAGE,
HAWKERS, SCRAP

FAR PIERCING, ACUPURNCIURE,

Apply to Local Authority
[or licensing justices or
police or (*) Secretary
of State for Fmploywent
as appropriate] for

licence

No

BETTING OR GAMING? I

No

Apply to local authority and
local Customs and Fxcise office
for licence

= =

OFFERING CREDIT OR HIRE
FACILITIFS?

Mo

Apply to local Trading Standards Of ficer
for licence [unless dealing only with
limited coepanies]

]

LISTED BUILDING? }

Apply to local authority for
permission to operate.

hNo

Pistrict Authority

[ e

District Authority/
County Council (Fire
Authority)/

Water Authority

lealth and
Fxecut ive

lexzal
Sifety
OFf

Tocal Author it Y
(Enviioimental tealth
Department )

licensing Section of
Local huthority,
Department of

Figployment ,

lexcal Authority.
Custems &
offire

Lexzal
Fra g snes

Disteick Authorily,
I'rading Stamnvlards
Department

Local Authority




FIRF
CERTIFICATE

LIRANCE

PO—— 1

CHRUK IF 'HOTIFIARIF RISK': PG HIGH FIRE RISK OR
LARGE. QUANTITIFS OF HIGLY FILAMMABLE MATERIALS
HSTURED?

Apply for Fire
Certificate from
Fire Authority

FACTORY WITH MORE THAN 20 FMPLOYEES, OR MORE THAN
10 NOT AT GROUMND LEVEL?

No

1

HOTEL WITH SLEEPING ACCOMMODATION FOR MORE THAN

6 GUESTS, OR ANY GUESTS OR STAFF SLFEPING ABOVE
FIRST FLOOR OR BELOW GROUND LEVEL?

NURSING HOME?

(Take out Personal, Third Party, Buildings and Contents, Loss of Profits

and Product Tiability Insurance)

County Councll
(Fire Authority)

Insurance Broker
or Company




TAKING ON AN EMPLOYFE
l Notepn
ine ocosat lonal

L!r-l 6 must be open to all, regardless of ethnic m'l-}irl Exenpt i

aqualifical fong, private

househalds, training in skills
to be uged abroad, seamen
tecruited abroad, Morthern
Ireland

L 5
I § OR MORE ENI’UJYI"J‘S?} —ll Jobs must be open to both H"'K!'.‘j Exemptions: only if worker's

gex can e shown to be a
No

genuine occupational qualific

ed act lixr roles

e i y }

DISARLED Sex Discrimination Rules Lzo OR MORE FMPLOYEES? ]
and disabled gquota do not r

.

apply Yea

Disabled guota Employ at least | Consult Jobcentre if unable
does not apply 3% registered to do so

} disabled

YOURG PEOPLE EMPLOYING UNDFR 18a IN Give written notice to Careers
A FACTORY? Of fice within 7 days

-t —

No

WRITTEN FMPLOYEE WORKS AT LEAST Must provide written statement To inchixle main terms and
STATEMENT 16 HOURS PFR WFEK? of main terms and conditions | conditions, pay, holidays,
OF MAIN TERMS of enployment within 13 weeks details of notice and

AND CONDITIONS of employment discipline procedures (seek
OF EMPLOYMENT No help from ACAS)

FMPLOYFE. WORKS A-16 HOURS Must provide written statement
PER WEFK? after 5 years

Ny

'

Mo pbligation to provide
statement

—r

LMen and women must get same pay for eguivalent work

DO WAGES COUNCILS OR |— —-{ Minimm rates payable ] Ask at Jobcentre: rates from

AGRICULTURAL WAGES Yes Secretary of appropriate
BOARD APPLY? Wages Council (5tedl House,

11 Tothill S, Feorlon SW1) or of
No Agricultural Wages Board (Fagle
louse, 90-9% Caamon St,

Wage rates uncontrolled, but London HC4)

have regard to any collective
agreement




\ MANUAI, WORKERS? | bmployee can demand payment
e in cash

No

Pay in cash or by chequel

; -
Must provide itemised pay statements showing deductions and maintain Dept of Employment Booklet B
Wages Dook

Cbtain P45 from esployee and make PAYE deductions and submit them Contact local Inland Revenue
monthly Tax Of fice for forms and charts
1 (“Starter package")

Must pay employers Mational Insurance and deduct employees National
Insurance

1S EMPLOYEE FXCLUDED FROM Fumployee eligible for State Fxclusions: over State pension
SSP? | Benefit instead of SSP if age; contract lasts under 3
sick months; average earninas below
No lower limits for NIC liability
(see Fmployers' Guide to SSP -
Be prepared to keep records N1227)

of sickneas absencs,
qualifying days and SSF pald

1

[anmw. LAUNDRY OR BAKERY? l__.[ EMPLOYING WOMEN OR UNDER mc.;] (Advice from Health and Safety
Yea

Executive regional office)
No No Yes

SHOP? ] Factories Act lays
down maximum hours
and holiday
requirementa. Must
give written notice
Contact Environmental to HSE before they
Health Department can do overtime.
(Local Authority) (Form 11). Post
for restrictions on abstract Fll.

hours of work. J

e -

| DRIVING? l| Limitations on hours worked in Department of Transport booklet
certain period. Fnsure employee
has appropriate licence.

]

INSURANCF, l Must take out Fuployer's Liability Insurance and display cextlficateJ Insurance broker or

J insurance conpany
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FMPLOYEE IN INDUSTRIAL Give Hc-a_lth ard Safety Fxecutive
ACTIVITY? { one month's written notice of
SAFETY l of intention to occupy a factory
Mo or use mechanical su-ar for the

- firat time (Form 9
tﬂ}‘iﬂ‘f?}: IN OFFICE/SHOP* ‘

ETC?

Notify Health and Safety
Yes Executive that employment
has started.
Hotify Iocal Authority ; -
on form OSRL that Post abstract of Factories Act Contact Ilealth and Safety
erployment has started and maintain general register Executive regional office for
(except for immediate ‘ details of other notices to
family) be posted in particular
+ Display addresses of Safety industries
Inspectors and Medical Adviser.
! Post notice DSRI Fost notice of meal intervals
; arnd clock used.

¥

50 OR MORE EMPLOYEES?

No i Yen

A trained first-
alder required

X 018 SO

Must provide at least ope First Aid box, post notices aiving its Seo e
location, maintain DHSS accident book (B1510) and retain supply of Execat
forms F2509/F2500 to report accidents. for guidinee

AT

Must notify employees of health and accident hazards and provide
trainina, advice and protective clothing if necessary. Provide quards
on dangerous machinery.

¥ =

FIVF OR MORE FMPLOYEES? J—-———-———-— Must provide written statement Guidance thtes from Health and
Yasa of Health and Safety policy Safety Fxix "

No

A suitable person* must be nominated as responsible for Health *(can be the enployer, but a
Safety recognised unicon has the
; right to nominate its own
‘representatives)

UNI0NS FM11wee has the right to belong ko a union |

¥

CONDITIONS {Muat provide 3.7 square metres floor space per employee
i

A thermometer must be placed on each floor and temperature requirements
of Factories, Offices and Shope Acts must be camplied with {generu].ly
16-19 deqref-a Centigrade)

At least one WC and one washbasin with hot and cold running water, Exenption: luildir;g sites
soap and means of drying must be provided. (Extra requirements

for more than 10 employees or public use). Supply drinking water
and vessels.




