Draft Foreword for Smali Husinesses FoLley uocumenl

4 yesr ego wheri‘me publighed The Hight Approach, we promised to-
follow it with detallad proposals for the revival :of smaller bua-
inseses.. Bince then we have had the benefit of advice [Tom many
scurces - not least fmm 1hp very euccessful Smell Buginess Confer--
ence held in London in Fabruary. We rave reecherl importmt deoiu:lons
on meny pelicies that concern emall firms. o

During this year, “ine plight of many emall “businesses haw
wmorsened., Thousende have gone bankzupt, and many more are struggling-
Small snd large firme alike are finding survival diffieult in an
economy where they are over taxé‘&, over contrélled- and under reuard“}\

. Government ca:anot ereate proeperity, but they L1 prevent other
psople from creeting it. At present that is what the Iabour Govern=
ment 16 doing,  Nothing less 1s peeded for thé revival of mbaii
busineases tha.n & new aemomic clinate, and we believe that ouwr’ .-
approach and our propnaa.ls will creats the conditions in which fimms
both largs and auall cen thrive and Pprosper. That is the aim of all
our pelicies,

Our propoesls for lower taxes and mimpler taxes, more inceniives
fewer controls, lower public apending and more resources fer tha
private sector will, we believe, gc a long way tewards re-building
the right envircoment for induetry and for businesses of =11 ‘kinds.

Small firme are particulady importent for two reasons. They
_heve glways been the source of new ideas. It has often been the
picneering of a small firm that has led to the trendation of new
inventions fio new yproductg, and the opening wup of new markets.. And
they are the source of new employment. It is to them that we musi
look to provide the hundrede of thousands of new jobe we need.

Toc many opportunities itoday are being loet because individuals
with skill and enterpries are prevented from developing them, and
emall established firme are wmable to expand.

Alterpative Endings

1. Thie is vhy I am glad now te bring foyward propoeals for the
ravival of this vital sector. They are baped on the work of & group
of Members of Parliement under the chairmenship of kr Dawid kitchell.

I very much hope that thair proposals will gonerate wider
debate that will produce furher ideas. We shall welcoms any and atl
that kelp towerds forming our plane for asction in Gevernment.

- /e « + 2. We have glready



2. We have already published, for discussion and edvice, ews M i,
proposale on VAT and on Profit Sharing.

Iam paz:tj,cul_axfly glad now 0 bring forward these propesals
for Small Busineases. !['hsy are based on the wurk of & gmup of KEPs
under the Chairmenship of Mr. ‘David witchell. _L)

The proposels include, besides these already put forward in
The Right Approach which was published a ysar ago, a mmber of
imaginative ideas preduced by the Group. We shall welcome wide
debate on them dyring the coming months. Comment snd advice wili be
immensely valuable to ue, both in drewing up our Manufesto emnd in
forming cur plans for sction in Govermment. .

o

Revival of emall bueinoeses 18 epeentisl to our revival as'a -
country: all our plene must be formed with their needs in mind, I
believe that in this paper we ere satting out a ¢lear and sensible
programme for bringing sbout that long overdue revival.
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ALTERNATIVE DRAFT PROGAAMME FOR SMALL: BUSINESSES

A n

Conservative Partx Policy for the Self-E gloyed am:l the
-Smaller. Business

Working for oneaelf has ulwa.ys been hard work. But
it has been for centuries a saurce of great pride and -
satisfaction for hundreds of thousands of British people.
Independent themselves they have béen able, through the Jobs
. they creatc, to make others prosperous in their turn while their
taxes have helped o build the locinl eervices which support the
wenkest in our commun

Today the position is Very @ifferent:” It hes rirely
been ae difficult _1:6 a't_art or ei:f:mhd a businees, or to hand
it on to one's children as a going concern. For many, the
pressure of bureaucracy and growth of controls have made their
once~prized independence a burden too heavy to be worth
earrying ‘for much longer, whils tax is destroying the incentives
to do so. Hope is being strangled and as a result those
indispensible qunlitiéa of :I.'ma_glnn-tién, enterprise and drive
are bei-ng-stifled. " ‘Businesaes are d&ring too, faster than at
any time since 1914 and with them not ‘only jobs and tax
revenues, but alsc the new venturee on which tomerrow's living
standards will depend. : ’

The Conservative Party must take steps to reverse this
trend. The aim must be to change the atmosphere and
environment for the business comvu.nity. tocreate anew conditions
in which men and women of independent spirit will see it as
worth their while to use their skill and enthusiasm to start
or expand profitable enterprises.

This must be the goal for all businzssee of whatever
oize, and the whole of Conservative economic strategy should
have that’ purpn-e.LBut smaller busineeses have their own neade
and priorities which require appropriate policies - and the
rewards to soclety for meeting these needs are potentially very
great. More than one job in three outmide the public mector is
in smaller businesnss. If they were encouraged to do ao they
could become the main mource for new jobs.



Not_only will a prospercus small business sactor bring
more jobs, but the Euccass of any small bu.ineea and its
increased prusperity ia alao-of direct benefit to all those
who werk in it, who earn - more through the improvements in
preductivity which go with such prosperity. All the
evidence suggesta that wnrkine' relationships ‘are sasier and
happier in small co:_np,an!.e;}s. ., Many of the problems that
arice -in large enterprises a_re unknown in firms where the
owher-manager knows and is keown, to all of his employees,

L., Xt s clear that e nnomic qrnwth and su.ccosa for' Britain

is going to be increasingly in the :ervice sector, where . 4
smaTl=scale Gusiness It especimlly promipent— Waile Britain O

slides a3 an exporter of manufmctures, , it hae continu.ed to be .

the second largest world exporter of aewices, after the UsA,

This is where the growth will come, where the skills are

needed and where the empldyment will be.

Over ane quarter of our gross natienal product is
produced by small firms and the self-amployed and without them
large business could not function effectively. Yet the
self-employed and the amall firm have ._been the victims of so
wany recent laws and tnxeé ‘and general govérnmgnt interference
that it is easy to see why many feel that they have been the
target of a special assault. One obvicus result of their 0
sufferings is the blight which apnually spreads wider through
many of our major cities. Sheops are lost, factories close,
jobs disappear, hope fades. These are the consequences of
smashing the =maller business asector and harrasaing the self-
enployed,

The last Conservative government appointed the first-ever
Minister with special responsibility fop small firms, introduced
the. lower rate of Corporaticn Tax, eazed the restrictions on
‘close’ companies and brought in exemption for the emallest
firme from Training Board Levies. Ali the major recommendations
of the Bolton Committee on Small Firme had been implemented by
the time the Government left office in 19874, )

The Party has demonstrated its continuing commitment
by setting up the Small Business Bureau, through which small
firms are keaping the Party in touch with their problems, their
ideas and enabling it to defend thelr intereste more effectively.
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In cellabaration with the Puremus, the Conbervative
party policy group on smaller Husineases row offers this:
Programne £or, the _‘revi,val_of the s;nall. business sector.

Finance and Taxation

FADAGCE A e

2, . _Tax on small busi_.nee.ses.and those who run them is

too high and must be reduced. Those who start a small firm need
te be able to save before ptarting, to find private backars,

to be.able to plough back thetr profits so as to Keep pace

-with ipflation, keep thméelves up to date anhd then to invest

in expansion. In_variaisly they will alsc need to borrow,

but above all there Bt be incentive.

3. All these necessary mtepe in the birth and growth of
a business have been made more difficult or impoesible by .
the actions of the Labour Government.

4. We pust_therefore cut the basic and higher rates of
income tax, ga‘ls_e the thresholds, and aim at_sn early stage %o

reduce the upper rates %o Euroge-an levels, which do oot
generally exceed 60 per_cent. ’

The Party has made this its first priority and we
believe they are entirely right to do %0, Ideally we
would like to see still lower top marginal rates mnd the
phasing out of the investment income surchnt';e which actg
as a further discouragement to persenal savings and the
building up of capital npecessary to a busineas.
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5. - Mo wish to mee the definition of a mll firm for
Corporation Tax purpcoees extended. ' Hokiatot
5. We must alao diminish the burdens bomne by Tirms upon

which Corporation Tax is impored on paper profits arising
solely from inflation. As a first step we believe that
reserves built up under the scheme intr‘odu.ced in 1975 for
deferment of tax on etock apprecistion should be released from
the contingency eof mpnyment to the Revenue i-—li-l_—

ok _ We glee believe that there is a

case for providing. ;t'or d.epreciation at replacement rather

By Companies which require longer term loans of sums of
£50,000 or less often encounter difficulties in presenting their
case properly. We have noted the valusble work done by

CoSIRA in rural areas, and we are considering whether a
omparable consultancy aewice, able to gL_larant,gg loans might

e a help in urban areas. . We phall actively encourage
initiative by independent ar-ganisatiuns 1ike private peansion
funds to invest in snaller firms.

o ?

8. The Conservative aim must be to bﬁng about a partiasl

switeh from taxing people when they earn, to taxing people as
they spend. - There should be no hesitation about this:. After

5

* Doubte have been expressed over the irclusion of this

nrannaal .



all it

is income tax which falle on léw wages and hits Tkeda

smallp‘i-family budgets. By ?ontrnst VAT falls neither on
food nor trnnsporﬁ:é‘w&r\ I..pw-ur .

VAT
10.

11.
regist.

Loretd
The Party we—predged=ta return to a single positive rate
ofEVAT. ¥ = P
- .
We wish to see the threshold for compulsory VAT
pation raised in line with inflation {£5,000 in 1972

is equivalent to approximately £10,000 in Summer of 1977);
we want to ensure that relief 1s given from VAT on bad debta;

and teo

introduce simplified proceduree enabling traders to

pay VAT on an estimated quarterly basis, Farty preoposals on

how thig might be done have already been put forward.

1z,

The Party is committed to a thorough revigw of

enforcement provisions of both Customs and Excise and the

Inaldn

Revenue. .

Capital Taxes

1z,

Many businesses require more than one geperation to

reach their optifum size. Capital Transfer Tax {CTT) and
capital Gains Tax {CGT) combine to make their growth and
survival much more difficult. If the Labour Party enact a

Wealth
will T

14.

fux. as they #tili intend at some point, the poaiticn
ecome even more difficult,

The Conpervative Party has made it clear that it

rejecta we—pnauad Weglth Tax and it is cormitted to_an_sarly

reduct

fon ir the rates of CTT and substantial changes in

Capital Cains tax so that liability tapers off with the

passag

e to time. Thal is a good atart. Our purpase will be

to enable the successful small firm to survive from one generation
to the next. we would therefore wish to see special reliefs

for bu

sinesses passed on within the familye

. t‘c’
15. -aat-:\-k must a-£E:!*ﬂ!:::::;:;"1H!$§E=i§;;£11nrﬂrﬁ-bh--

whole
to ass
revers

structure of capital taxation. Our purpose must be
ist the spread of wealth throughout the community and
e its transfer away from the citizen to the state.
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23. We welcome the Party's proposal to paige the industrial

development certificate threshold and to_end the system of
office development permits.

Training Boards

24, High standards of training are essantial. But the
smallest businesses cannct avall themselves of Training Board
schemes and should not thereferq b:ve to pay levies to

the Training Boards. ¥e ahall ensure that esxemptions based upon
pay-roll keep pace with inflation. rhe shagt-attow the smaller

plapning, Rating and Local Government

Planning

25, Unless new businesses can get small inexpensive sites
many will not start. We have to make it easler for them to
find premisss. All-pervasive planning controls, comprehensive
redevelopment schemes, rigid geparation of business fram
residential areas, the tidy planning which tries to fit

people to the planners' blue print, all theee have wrought
havoe with small firme, the service they give to their local
community and the jobs they create, Nowhere is this more
apparent thao in the desolate centres of many of our older towns

and cities.

26. Local authorities should have a—dubicebo make ample
provision for small businesses in plamning allocations and to

encourage them.

The handling of planning applicetions for small firms
mst be speeded up and consent encouraged for the unobtrusive
small business which departs from the primary zoning laid
down by planners¥ Obvigusly this can only be effected if the
legrl and administrative coensegquences are ;cceptahle, and if
such ventures are not unsightly, noiey or causes of obstruction.

Rates
27- The dramatic increase in rates over the past three years

hag had a particulerly serious impact on small firms. In some

* Mr. Rossi's proposed re-draft:
However, ih pursuing policy continuing regerd must he had te
envirommental and amenity factors and permission should nout be
givgn where the project would have detrimental effects because
it is unsightly, noisy or the cause of obstruction.



ceses it has been the final straw which has broken them,
particularly small shopkeepers. Where business and living
accommodation are combined in many cases this 'mixed
hereditament' loses out on domestic rate pelief,

28. Residential parts of & mixed usage should have domestic
rate relfef, and emall firms should have the right to pay

rates by instalmentst

Local Government

29. Same local authorities have extended thelr trading
activities and direct labour building departments far béyond . -
the scale needed to fulfill their legitimate duties. 0
They have done s¢ using rate-payers’ money, often very

wastefully, and to the grave detriment of many small firms,
particularly in the hard pressed building industry. The

accounts they keep and publish are notoriously inadequate. We

are alarmed by Lebour Farty propesals to extend such local
awthority activities even further.

30. The Conservative Party has undertaken to repeal any

powers enabling direct labour organisations to extend theip
work outeide the areas ir which they are currently entitled

ta operate.

31. Where direct labour departments exist the Party is (_’)
committed to their being established as separate trading services,
with their contracts subject to competitive tendep, Final

accounte on each contract must be fully itemised, including
overheads and he submitted within a defired period.

ma. ﬂ..&nmv
32. Ui roll back the advance of local government
into activities carried out more effectively by private

enterprise.

Justice for the Self-Employed
National Immurance Contributions and Benefits .

a3. The concept of a percentage co ibution to National

Insurance is here o stay. It is because

retirement pensions are increased annually in line with prices,



Eiwever. it is gifficult to assess what would be

a faipr level of contributions from the self employed. For
exemple they are excluded from certain benefits and make less
claim on others to which they are entitled such as sickness
benefit. Nene of thelr contribution is allowed against tax
unlike the employer's payment.'

34, 7t is essential that the self-employed have a fair deal
ogver National Insurance benefite end contributions. We

gver National Insurance benciil® o S0l o =t o —

welcome the Party commitment'. to_hold an open inquiry to
which the self-employed and organisations representing them
will be ibvited to give evidence so thet justice can be done

. for this important section of the comunitx gared be been to be
done. ) :

a5. It is not fair that the self-employed mnd their families
are not eligible for medica.l benefits when they travel in

EEC eountries. Current negotiations should be hnought to an
early and succeasful conelusion,

Pensions and the Self-Employed

a6, The new earnings-related pension echeme which starts
in April 1978 excludes the self-employed. Inatend, they are

. allowed to contribute to a scheme of their choice up to a
maximum of 15 per cent of earnings with a top limit of
£3,000. But few cdn afford to take full advantage of this antil
late in their working life, so this scheme is too inflexible
and far less generous in its effect than it appears to be.

ar. Greater flexiBility must be introduced into these
arrangements.,

Our aim must be to see that the opportunities for them
to provide for thelr own pensicns should be as good as
those for the equivalent company employee.

The Voice of Small Firme and Self-Employed

a8. Having a Minister with responsibility for small firms
hae not prevented the disastrous policies of this Sccialist
Government, what i3 necded is a government whose whole
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philosophy and pelicies have the interests of amall firms at
hesrt, '

39, . But it ie
employed to

ordinated voice from outsmsentation
can be set up separately or in association with an existing

organisaetion on a valid basis the next Conservative Government
would wish ‘to consult it on a wide range of issuea of concern

ta the emaller business.

40. . All the measures’ suggested here would help to .
restore the self-employed and emall business sector to the ()
greater degree of prosperity which the,whole sountry 80
desperately needs. But much more important than any law

or regulation is a general change in attitude towards those

whe work on thelr own account. For toc long civil servants,
local authority officera, politicians and appointees to

public boards have viewed the entrepreneur with growing

suspicion or centempt.

41, Self«interest when put forward in terms of job security,
pood pension arrangements and safe working conditions has

been reparded as wholly superior to the self-interest which

leads men end women to work for themselvee, take risks, (J
seck new opportunities and build the future of themselves and
their families on their cwn judgement, ingenuity and willingness
te work.

42, This we are Hetermined to change. Jur security,

our social services, our ability to survive as a trading nation
in a harshly competitive world depend very heavily on making

it profitable and praiseworthy again to work fer oneself and

te run a successful buainess. Legislation can help but
attitudes of mind matter much mora. The Conservative Party

i3 pledged to do all in ita power to recreate the climate in
which husinesses are able and expected to flourish. without
sych a climate we shall not be able to restore vitality to

the smaller business world or prosperity te the country es a

whole.
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