Lee (77) 161 o SECRET
coPY NOles

Workl.ng for oneself has alwiys been hard worky But

satisfaction for himdreds of r.bpua'ands of British people.
Independent chemselves they hava beer: able, through tha
Jobs they creaée, to nw.k.e othars proaperous in their twem
while th t:axes have helped l:o bulld the aoc.ial services
which nupport. the weakest 1n nur cmmicy. R

Toda.y che poslt:l.o\\ u very different. "It hag rarely
baen a8 difﬂcult to al‘:art or expand a buainaaa. or to hand
it on to one'a chi.ldren as’a’ go:l.ng 'coticern,  For many, the
presaure of bureaueracy and growth of tontrole have made
their emce-prized independence a burdan too heavy to be
worth caxrying for much longer, while tax is destroying the
tncentives to do fo. Hope ie being strangled and as a result
those indispensible qualitifes of imagination, enterprise and
drive are being stifled, Businesses dre dying too, fester
then at any time since 1914 and with them not only fobs and
tax revenues, but also the mew ventures on which tomorrow's
living stendards will depend. ’

The Conservative party in}ﬂig to take steps to reverse
this trend, We aim to chenge thé atmosphere and environment
for the business ci:rmmity, to create anew conditicns in which
men and women of independent spirit will see it as worth
their wiile to use their slkidl and ent:huaiaam to start or
expand profitable enterprises,

e wish to do rhis for the good of all businesses of
whatever size, &nd our whole economic strategy has that purpose.
But smaller bBusinesses have their own needs and pricrities.
which require appropriate policies » and the rewsrds to
gsoclety for meeting these needs sre potembially vary great.
More than one job in three outside the public sector is in
smaller businesses, If they were encouraged to do so they
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could become the main source for new jobs. In fact it 1is

clear that econouie growth end:suceess for Britain is going

to be increasingly in the service sacnor,—;wh'érg ‘snall-scale
business ia especially prominent.  .While B Br:t.tain 8lides 2 an
exporter of memufactures, it has-continued to ba thé second
Largest world exporter of services, after the'UsA, This is
where the growth will coma, _whare the akina are needed and
where the employment .will be. Over one quarter ‘o ‘our”

gross national product ie produced by amal:l. :Eims a.nd the -~
aelf-emplayed and without them 1u.rg= bus!.neu could not
function_effectively, = Yet the self empl.nyea and ‘the small

firm have been the vi.ctlma of, ao‘maﬁy xecent 1hus and taxes ' 0O
and general government. l.m:erferance t'm.l: i.l: 1is eusy to Bee why
wmatyy feel that they have been the l:arget “of a special assault..
One obvious result of thelr suffa‘rings is the blt.ght which
anrmelly spreads wider through many of our ‘major cities. Shops
are lost, factories close, jobs disappear, hope fades, These
are the consequences of smashing the smaller business sector and
harrassing the self~employed.

The last anservativé govermment appointed the first-
ever Minister with special responsibility for small firms,
introduced the lower rate of (:orpnration tax, eased the
rertrictions or ‘close! campa:niea and brought in exemption
for the smallest firms frem Traiping Board Levies. The C
Party has demonstrated its continuing commitment by setting
up the Small Business Bureal, through which small f£irms are -
keeping the Party in touch with thelr problems, their ideas,
and enabling us to defend their interests more effectively.

In collaboration with the Bureau, we are now publishing
this programme for the revival of the small business sector,
Each section sets out: a) the pull.c:'.es ‘we shall definitely
cerry out; b) the alms we wish to pursue, but to which
total commitment is impossible because of incertainty about the
state of affalys we may inherit on aseuming office; and
¢) finally some ideas on which we particularly seek veactlions
and advice. '

veo/ Justice for €he
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.,Iusi"ica for tge glf—mlo!ed
We must begin with the special prob!.ems of the self-
employed, since 8o mamy small businesses are started by them.

Hational Inmsurance Contyibutions and Benefits

1, - The concept of a percentage contribution to National
“Insurance £5 here to stay,: It is unavoidable because
retireiient penslons ere incressed ammwelly iIn  line with
prices. - However, Lt is difficult to assess what would be a
fafr-level of contributions from the self employed. For
example they are excluded from certain benefits and mske less
claim on others to which they are entitled such as sickneas
benefit, Wone of thelr contribution is allowed agalnst tax
unlike the employexr's payment.

over. Nati . ance i sha;
hold an open inguiry to which we shall invite them and
orEanisations representing them to give evidence so that
ustice g for_this’ riant section of the

it -seen to .

3. It 1s not fair that the self-employed and their Families
are not eligible for wedical benefits when they travel iIn
EEC countries. It is our firm intention to bring current
negotiations to an early and succesaful concluaicn.

g & ol

4.  The new eatnings-related pension acheme which starts

in April 1978 excludes the self-employed.  Instead, they are
allowed to contvibute to a scheme of thelr choice up to a
maximm of 15 per cent of earnings with & top limit of £3,000.
But few can afford to take full advantage of this until late
in their working 1ife, so this scheme is too inflexible and
far less.generous in its effect than it appears to be.

5, inty L £ ilit to &
arrangements.
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Our aim must be to see that the gpportunities for them
to provide for their cwn pensions should be as good as those
for the -equivalent company employee. . '

and Lo rnment

Planning

6, Unless new bus!.neases can 5et sman :I.nexpenal.ve sites

many will not start. Wa'have to meke it easier for them to .

find premises. All-pervasive planning controls, comprehensive
redevelopment ac.heme?s,\rl.g!.d separation of business from
residential areas, the tidy planning which tries to fit | -
people to the plammera! blue print, sll thése have wrought 0
havoe with small firms, the service they give to their local
commumity and the jobs they treate.  HNowhere is this more

apparent than in the desolate centres of many of our older

towns and cities.

7. C; uthorities 8 d have a t e ample v
for & ggs in plann: 1locat: d to enc e
khe,,

The handling of planning applications for small firms
must be speeded up sl consent encowraged for the unobtrusive
small business which departs from the primary zoning laid O
dosm by plarmers. Obvicusly this can only be effected if the
legal and administrative consequences are acceptable, and if
such ventures are not uneightly, noisy or causes of
obstruction.

Bates .
8. The dramatic Increase in rates over the past three years
has had a paerticularly serious impact on small firms. In
gome cases it has been the final straw vhich has broken them,
particularly small shopkeepers. there business and living
accommodation are combined in many cases thip 'mixed
hereditament? loses out on domestic rate velief,




Local Goverpment

10, Some locsl authorities have extended their trading
activitids and diréct labowr building departments fax beyond
the dcale needed to PUlF{1Y their lepitimate duties. They
have done &0 using rate-payers' momey, often very westefully,
and to the grave detyinent of Wany smell firms, particularly
" In the hard pressed bullding ihdustry, The accounts they
keep and publish are notoriously inadequate. We are alarmed
by Labgur perty proposala to excend such local nut:hm':'.ty
activities even Eurther .

yhere direct labour departments exist we gre copmitted

to the: ing egtabli as 8 te trad B S
with their contracts subject to competitive tender. Final

= L=:3 ac] act t_ba L. C

Ue_pim to roll back the advance of local gevernment
into activities carried out more effectively by private
enterprise.



Finance and Texation

12, Tax 'on emall buainesscs and those who rﬁﬁ'iﬁsﬁzié"
too high and must be reduced, Those. who st;rt a small
firm need to bhe able to save tefore stqrtiny, to rind privnte
backers, -to be-able te plough back their pruf@ts 0 &8 to
keep pade with inflation; keep: xhemeeIVEB up do datet mnd then

to invest in expanaien. _{nvariaply_they will alsc need to
borrow, but above all therg;n&a;.be inqgntive. ’

1a, All these necessary steps in the birth and groﬁth of
8 business have been mude more difficult or impessible b&
the actions of .the Lal -Government.

14. We Bhall cut the: asic and gher rates of inccme_'
tax, raise the thresholds, and nim at an early stage Lo

reduce the upper rates to Europesr levels, which do nof ~
generally exceed 60 per cent, -

The Party has made thie.ité first'ﬁriority and we
believe they are entirely right tn‘do-sd. Ideally we
would like to see still‘low;rlkop marginal rates and the
phasing out of the investment incume'aurcharge which acts
as a further discouragement te personal savings and the
bui lding up of capltal necessary to a buginess.

15. we mim to extend the definition of a small firm for
Corporation tax purposes.

16. We also aim to diminish the hurdens borne by firms
upon which Corporation Tax i3 imposed on paper profits
arising solelv from inflation. As 8 first step we helieve
that reserves built up under the scheme introduced in 1978
for deferment of tax on stock appreciation should be released
from the cortingency of repayment to the Reverue in all but
exceptional circumstances. We also believe that there is

a case for providing for depreciation at replacement rather
than historic coet, We are examining ways in which small
firms might be able to put money aside free of GCorporaticn
Tax to enable them to expand, provided the money is invested
in expansion, development or re-equipment of the business
within, say, Tive years. Thie fits in with the cleosely related
idnas for easing 'close’ compapny c¢istribution requirements.



17. We are considering further ldeas as te ways in which
it can be made worthwhile for private individuals to back

a small firm. . i . L

18. Companies which, require longer term lcans of sums of
£60,000 or less often encounter difficulties in presenting their
casc properly. We have noted the valuable wqrk done by
CoSIRA in rural areas, and we are considering whether a
comparable consultancy service, able to guarantce lcans might
be & help in urban areas. We shall actively encourage
ipitiative by independent org;hisations 1ike privafe pension
funds to invest ip emaller firms.

19. Yie aim to bring mbout a partial switch from taxing
pecple when they earn, to taxing people as they spend. There
thould be no hesitation about this, After all it is income 7
tax which falls ot low wages and hits the smallest family
budgets. By cortrast VAT falls nefither on foed nor transport.

20, We shall return to a gingle positive rate of VAT,
21. ¥e aim to raise the threshold for compulsory VAT

reglstration in line with inflation (£5,000 in 1372 is
equivalent to approximately £10,000 in Summer of 1977); to
ensure that relief is given from VAT on bad debts; and to
introduce simplified procedures enabling traders te pay VAT on
an estimated quarterly basis. Party proposals on how this
might be done have alresdy been put Forward.

22, The Farty is ccmmitted to a thoroggh review of
enforcement provigiorns_of both C oms_and Excise and the

Inlend Revenue.

Capital 1axes

23. Many busireszses require more than one generation te
reach their optimum size. Capital Transfer Tex (CTT) and
Capital Gains Tax {CGT) combine to make their growth and
survival much more difficult. If the Labour Party enact a
Wealth Tax, as they still intend at some point, the position
will become even more difficult.

The Conservative Party has made it clear that it

rejects an anpual Wealth Tax.




e4. We are committed to an early reduction in the ratee of

CTT and substantial changes in Capital Gains Tax so that
liabilIty tapers off with the passage to time, That is a

good start., '~ Our purpose will be to enable the successful small
fipm to survive from one generatilon to the next. wWe would

therafore wish to see ppecial reliefs for busipesses passed
on within the family.x

25. Later we aim tc carry gut a major rationalisatien of
the whole structure of capital taxatien. our purpose is to
assist creation of the spread of wealth throughout the community
and reverse its transfer away from the citizen to the state.

Falr Competition

26, We are concerned at the extension of the activities
of nationalised industries into manufacturing and distributien.
Such e policy almost certainly leeds to unfair competition.

27, We aim to safeguard small firms from subsidised
competition and to open up fresh opportunities for them to

tender for governmert contracts.

Controls, Regulations and Company Law

28, The amcunt of time taken up by controls,regulations and
questionnairee 1s suffocating enterprise and initiative.

The cry "Get off our backs” is repeated up and down the
country. Even the smallest limited company has to comply
with statutory requirements designed for the very different
circumstances cof the giant public firm.

29, Wwe wieh to create a rew class of limited company. e
have called it the '"Proprietary Company'. It would reflect
the different needs and obligations of the small private
buginess. We invite ipterested parties to consult ue on how
it should be defined and what benefits it shoulid enfoy.

30. We shall reduce the number of forme with which the

self-employed and small businesses have to cope, We_shall
make it easier for them to tell which are compulsory and

which are not.

Additional preposal in The Right Approach to the Economy
We doubt very much the wisdom of retaining the Investment
I?come Surcharge. It prevents the bullding up of private
risk capital and =0 denles small firms funds for investment.




a1, Employment protecting regulations are now sc onerous
and involved that we fear many small employers are not

taking on new workers. We want to collect evidence about -
the effects on both small and large firms and if our fears aré
Justified we shall change the regulations.

32, ‘We _prepose to raise the industrial deVelopment
certificate threshold and to end the syotem of office’

development permits.

Traiping Boards

33. High stendards of training are essentiml. But the
emallest businesses cannot avail themeselves of Trailning Board
schemes and should not therefore hive to pay levies to the
Training Boards. Wa ghall encure that exsmptions bBased upon
pay-roll keep pace with inflation. We shall allew the
smaller fipms subject to the levy to offsct apainst it
expenditure on management consultancy snd advisory services.

The Voice of Smell Firms and Self-Employed

34. Having & Minister with responeibility for small firms
has net prevented the disastrous policies of this Socialist
Government. What ig needed ls a government whose whole
philosophy and pelicies have the intereets of mmall firms at
heart. We shall be that Ggvernment.

35. But it is not enough for small firms and the self-
employed to have a powerful influence within goverrment - they
must create for themselves a much more cffective and
co-ordinated voice from outside. If such a representation
can be sat up separately or in association with an exieting
organisation on a valid hasis-tﬁe next Conservative Governmert
would wish to consult it on a wide range of issues of copcern
to the amaller business.

36. A1l the measures suggested here would help to

restore the self-employed and small business secctor to the
greater degree of prosperity which the whole country ec
desperately needs. But much more important than any law

or regulation is & gereral change in attitude towards thoee
whe work on thelr own account. For too long civil servante,
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lccal authority officers, politicians and "sppointees to
public boards have viewed the entrepreneur with growing
suspicion or contempt.

Self-interest when put forward in terme of job security,
good pension arrangements and safe working cdnditions has
been regarded as wholly auperior to the self=interest which
leads men and women to work for themaelves, take risks, seek
new opportunities and build the future of themselves mnd thelr
families on their own judgement, ingenuity end willingness to

work.,

27. This we .are determined to change. Our security, O
cur secial services, cur sbility to gurvive as a trading nation
in a harshly competitive world depend very heavily on making

it profitable and praiseworthy again to work for oneself and

to run a succeszful business. Legislation can help but
attitudes of mind matter much more. The Conservative Farty

is pledged to do &1l in its power to recreate the climate in
which businesses are able and expected to flourish. Without
such & climate we shall not be able to restore vitality to

the smaller busines world or prosperity to the country as a
whole.

Conservative Repearch Department, DM/ANR/AM/RME
24 0ld pueen Street, London $.W.31. . 19,.8.77 :



