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Security wﬁfte

of Statu tober about the
My Secre At Dfussels for an LC meeting
would certainly wish there to be further Winiat911¢L discussions
on the case for including a clause { Uﬂ0”p1(:cd sick in
Social Security Bill as -proposed by J'n >hancellor in his letters
of 12 Octobber and '

/

There is of ccurse the j ) f the losers. Mr Fowler and my
Secretary of State agre« ~‘“¢h1a;q should re-examine this, but
the propos=sd clause 1n he 8 L Se“urwfv Bill does not directly

alter the benefit entitlement unemployed sick; it is
regu lmuion—makén; yrovision enabling the change to be made, and

aJJ. or none of the S ' ) otected depending on what 1is

decided.
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I am sending copies of this le ] the private secretaries to
the Chancellor and the other recipients of his letter of today's

date.

>éiwb’?3 g"(:c,‘ e ;.g;‘f

ot Audane,

J ANDEHSON
Private Secretary




T“TL%RHIIY}' Chambers. Parliament Street, SWIP 3AG
01-233 3000

UNEMPLOYED CLAIMANTS WHO FALL SICK

As I think you know, there has been a difference of view
between Norman Fowler on one hand, and Norman Tebbit,
Janet self on yther, over the inclusion of
a claus i Security Bill. The
clause Regulations to be made to
give f a recent Rayner
scrutiny, in the benefit treatment
of unemployse
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if an opportunity
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the Prime Minister and members of |
Robert Armstrong.




DEPARTMENT OF HEALTH AND SOCIAL SECURITY
ALEXANDER FLEMING HOUSE
ELEPHANT AND CASTLE
LONDON S.E.l
TELEPHONE: 01407 5522

The Rt Hon Norman Tebbit MP

Secretary of State for Lﬂuloyment Tp g = Nt g o

Caxton House

Tothill Street /df//’ﬁ B
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Q“’ (\ MA flormAl, M Kemp,
, St My Mowgs, Mo Corppas

BENEFITS FOR UNEMPLOYED PEOPLE

Following our meeting last Wednesday, the further work which we commissioned

has been set in hand. Our officials will be reporting to us on the possibility
of a simplified short-term supplementary benefit scheme, material is being
prepared for colleagues on the question of milk tokens, and I shall be writing
to you as soon as possible, as n*omlsed, letting you have my conclusions on

the future responsibility for the NUBS computers. On the "holidzys" proposal,

T understand that the Treasury are unable to help us over the extra cost problem,
so I see no alternative but to let our colleagues know in due course that whilst
there is a case for the proposal in principle, there is no question of
implementation until such time as resources can be made available.

There is one issue, however, on which I am writing to you immediately because
of its urgency, and that is the question of including in our forthcoming
Social Security Bill a provision azbout unemployed people who fall sick., 4s I
made clear at our meeting, I am very ready to consider further with you and
the others concerned the merits of the Rayner Report recommendation on this
jissue when our officials have re-examined, as we asked them to, the problem
of the losers. But as I also made clear, I do not feel able to include a
provision dealing with this in the forthcoming Bill. This is now in the final
stages of drafting znd my undertaking to Cabinet, as a condition of their
authority to proceed with this Bill, was to exclude from it everything, other
than the items they expressly zpproved, which would be controversial unless
it was essential. This I have done, and you will have noted from my levter
dated 22 October to Willie Whitelaw and H Committee colleagues.

As I explained in my letter of 1 October to Geoffrey Howe, the proposal to treat
unemployed people who fzll wisgk as continuing to be available for and fit for
work would certainly be controversial. I think we must give ourselves more time
to consider all the implications very carefully before we decide whether or not
to proceed with it. Nor do I think that it is essential to deal with it in

the Bill we ghall shortly be introducing. If we do decide to go ahead, we can
deal with it in the 1982/89 session in time for implementation in 1983.
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,Qu made your views very clear to me at our meeting and I have of course noted
the views of Geoffrey Howe and Janet Young in their ldters to me. I do not want
at this staze to prejudge the cutcome of the further consideration we are going
to have to give to this guestion, but I should like to make clear the nature of
my misgivings.

The nub of the problem is that some unemployed and fit pe
good reascns, deprived of all benefit or have their benefi much reduced - for
example, because they caused their own unemployment by misconduct at work, or
because they are receiving a substendard occupational pension and their availability
for work (but not their fitness for it) is in doubi. But these penalties are
specific and peculiar to unemployed people who are fit for work and it would be
very hard to justify continuing them, for administrative convenience, in the

quite different circumstances of a person unable to work because of sickness.

ople are, for very
e
L

I do understand - and indeed support - the view which you and others have

expressed that if we are to make reforms we must be prepared to accept that

there will be some losers. My own view is when the case is strong and the

rewards meke it worthwhile then we should proceed notwithstanding the flak

we shall attract. We are dealing here, however, with sick people, one third of

whom could be losers., We identified at our meeting one particular group - the
chronically ill who are frequently off work and would be deprived for a time of their
entitlement to the long-term invalidity pension - and we asked our officials to

gsee what could be done to protect them.

There will be other groups where we could be in trouble. I am thinking in
particular of unemployed people who are stricken with a serious illness. LE

they have a stroke, suffer a heart attack, or develop cancer, and they are perhaps
bedridden, we would in effect be proposing to Parliament that they should continue
to be treated as though they are fit for work and thereby deprive them of the
sickness benefit to which they are entitled (by virtue of the contributions they
have paid) to which other sick people in similar circumstances are entitled, just
because they happened to be unemployed when illness occurred. The difficulties

of persuading the House of our case here would be great. -

The ‘relevance of our sick pay proposals to unemployed claimants who fall sick

is also something of an illusion. These proposals are about employed people who
fall sick and they will be guaranteed sick pay instead of sickness benefit (often
at a higher rate). It is important to us that we get the sick pay proposals
through with as little trouble as possible and, contrary to the view that has
been expressed that the Social Security Bill would be the appropriate vehicle to
deal also with unemployed claimants who fall sick, I would see it as a positive
disadvantage to attempt in the same Bill to force through a provision which would
have the effect of depriving some claimants, especially those referred to above,
of any benefit.

I do not rule out the possibility of finding some way round all these difficulties,
thougn as I said in my earlier letter measures to safeguard the losers are likely
to whittle away the savings from the main proposal. However, that is something
that we have asked our officials to look at again., But I am quite sure that we
should not attempt to deal with it in the forthcoming Bill if our aim is to

reduce to a necessary minimum the controversial elements in it.

I am copying this letter to Geoffrey Howe, Willie Whitelaw, Francis Pym,
Michael Jopling, Janet Young and Sir Derek Rayner.

e

~. HORMAN FOWLER
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The Rt Hon Norman Fowler MP Fraser

Secretary of State for Social Services
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UNEMPLOYED CLAIMANTS WHO FALL SICK

Thank you for your r of 1 October. I note you want to
drop the proposail t at people who fall sick whilst
unemployed as sti employed for the first eight weeks of
sickness from th i Qﬂﬂu"iLy Bill. I have also seen
Janet Young's tter t 6 October and Norman Teb bi*’s
letter of / October.

about your proposal.

from this imj Bill, I must emphasise that I do not
regard this oposal as inessential. It is an important element in the
implementatl'n of our Manifesto commitment to bring short
term benefits into tax. As you know we had hoped to be able
to introduce this proposal and the SSP scheme at the same
time as the taxation of benefits to the unemployed. This
woulid have avcided the creation of an incentive for unemployed
people to claim sickness benefit not only to avoid liability
on their benefit but also to obtain tax refunds which are
being withheld Gurﬁrg ¢ period of claim to unemployment
benefit. When the SSP scheme was deferred it was agreed, on
equity grounds, that this proposal should similarly be
deferred but re-introduced with SSP.

Whilst I apprzciate your desire to drop inessential measures

-
5|

is essentially a staff saving package
re seem on this basis appropriate that
equires only one clause but which
’ic?n' StaFalng effects (with possible
h rt of those you hope to achieve by
of injury benefit), should be part
that both J;ﬂah and Norman have
gree with them.

As you say,

and it would
this proposal
potentla__j.
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I cannot deny
reaction in the Hous

sure may provoke Opposition

is also undeniable that it
would be ma e contrc if introduced independently
of the SSP scheme. till think that the
present Bill remains the most appropriate vehicle for the
introduction of this proposal.
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On the substantive propos », I cannot accept that we should
not proceed because yme people would lose out. We have
always recognised th this is an inevitable by-product of
reform. Even so, I und and that the large majority of
claimants receive no more in sickness benefit than they do
as unemployed claimants. These people will gain by the
simplification of the system which this proposal provides.
Others will lose - but it is important to remember that only
those who are recurrently sick will actually notice at first
hand that they are worse off.

If you still feel strongly about this, I suggest you should
discuss at a meeting including Janet Young and Norman Tebbit.

GEOFFREY HOWL




poe

c o

1 —

ve

not bpe

11d

Q 42
st w1
v @
W E 0

™1
Vo

v
VrOLL 2

il

- o oy
BEALT S

o .'.-_f_'é

Qi

CcCOopy-

A
QY

b WS -

e
Ol

)]

W
_,.ru_ ﬂ._ s "r\.._u W O

aonH o o Shee m

1§ -

ﬁ.f“-
alsS
BAR




Caxton House Tothill Street London SWIHONA/ ¢

J;im

6400 | PNial

Telephone Direct Line 01-213
Switchboard 01-213 3000

GTN 2135

The Rt Hon Sir Geoffrey Howe QC MP
Chancellor of the Exchequer
Treasury Chambers

Great George Street

LONDON SW1 7 October 1981

L G ofes,

UNEMPLOYED CLAIMANTS WHO FALL SICK
Norman Fowler sent me a copy of his letter to you of 1 October.

Norman and I are meeting shortly to discuss outstanding issues,
including the treatment of the unemployed sick, arising from
recommendations in the Rayner report on payment of benefit to
unemployed people. I shall be pressing for the implementation of
the Rayner recommendation that unemployment benefit claimants
falling sick should be treated as unemployed for the first eight
weeks of sickness. This would save staff, simplify procedures,

be more comprehensible and convenient for claimants and staff

alike and would increase the revenue from and simplify the
administration of taxation of unemployment benefit. Nor would

it affect the level of benefits for the majority of the unemployed
sick. Although some claimants would receive less benefit than under
the present arrangements for most of those affected the amounts would
be small and in a number of cases anomalies by which sickness brings
increase in income would be brought to an end. Entitlement to
supplementary benefit would be affected only in the case of those who
became unemployed voluntarily.

I also consider that, if we decide to go ahead with the Rayner
proposal, there is a very strong case for including the necessary
clause in the Social Security Bill now in draft. I take this view
not only because I think we should make the change at the first
opportunity but because it links naturally with the provisions

in the same Bill for the employed sick. These also cover eight
weeks of sickness, bring the payments into tax, and involve 'broad
brush' treatment with loss of benefit for some. Such provision
for the unemployed sick may be contentious but no more so than

the proposals for the employed sick. I suggest it would be best to
take both the changes through together in a single Bill in this
Session rather than to have two separate battles on benefits for
the sick in different Bills in different Sessions. As I understand




it a single c i that is needed to make the change so
we should not b ddin ignificantly to the length of the Bill.

am sending copi his letter to Norman Fowler and Janet Young

nd also, with copy of Norman Fowler's letter, to Derek Rayner.
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UNEMPLOYED CLATMANTS WHO FALL SICK T Cropys g

Your officials may have shown you the report that has been prepared following
inter-departmental consultations on this subject. It suggests (para 38) that
if the Rayner proposal to treat people who fall sick whilst unemployed as still
unemployed for the first eight weeks of their sickness were to be implemented,
the Socizl Security Bill now in draft should be the vehicle. A clause would be
needed to provide the necessary regulation-meking powers.

Quite apart from f i of the proposal, I am sure we must rule out this way
of proceeding. ill, as you know, is to be the vehicle for two

- 1
major proposals, t Sick Pay Scheme and the Housing Benefit Scheme,
j I have undertaken to drop any miscellaneous
tely necessary especially if they azre controversial,
both heads. It is not a change vhich we have
a proposal, tzking benefit rights away from the
unemployed, will certzinly voke strong reactions in the House.

Turning to the substantive proposals in the report, I realise that there are
strong arguments in favour of the changes, in terms of simplification, some
staff savings, and additionzl revenue - since unemployment benefit will be taxed
vhereas sickness benefit will not. But I must say that I am very much concerned
at the number of le who would be disadvantaged if we proceed with the proposal
simplest form, Scmething liks one-third of 21l the unemployed who fall
each year would zctuzlly 1 ut in terms of benefit received. Moreover,
mplexity and st osts ' angements that would have to be made if
decided to zo ahead but o Foxbi compensate those who would otherwise
"losers" are shown to 1 -
the proposal. I do
now.




soon as it i ! bi e to do so, ie i ) ext available and suitable
piece of

Janet Young and liorman Tebbit, whose
report.

NORMAN FOWLER




PRIME MINISTER Weekend Box

Cabinet decided on 12 February that
the legislation to introduce a statutory
scheme for employers' sick pay should be

delayed.

Mr. Jenkin was asked to produce revised
proposals for the 1981/82 session which should
be designed to secure wider Parliamentary

support.

In the attached paper for H Committee,

Mr. Jenkin proposes to issue a consultative

paper on two different options for a revised

e ———y,

ESSP scheme. He would hope to complete his

consultation by September.

He also proposes to introduce self-

certification for incapacities lasting a—éggg

or less. This would operate from April 1982.

’i’/\:ﬂn’f‘mv

28 May 1981




Treasury Chambers, Parliament Street, SW1P 3AG

Rt Hon Patrick Jenkin MP

Secretary of Stsate

Department of Health and Social Security

Alexander Fleming House

Elephant & Csstle

London SE1 8BY 24 March 1981
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I am sorry not to have replied before to your letter of
24 February.

I do not think that I caz along with a2ll your arguments.
It is certainly common ground between us that the postponement
and partial loss of 3rn)ouer caV1ngs is a2 serious setback and
the small resultant increase in the PSBR is unfortunste. But
I think that the setback goes beyond this. Our commitment to
the reduction of the Du011c expenditure is not Jjust a means to
the eﬂﬁ of reducing the PSBR. It is slso a means to reducing
gle of the public sector. And it is s magjor objective
own right, as the rec dvlv published Public Expenditure
aper and the Chancellor's Budget Speech made clear.

>xceptions can arise, the fact that &

X neutral is not s sufficient justification
for accentﬂn N regse in, or the avoidance of sny reduction
in, the total of ex e*alture. Admittedly the change to
ESSP would not hsve had fect on the PSBR, but it will
represent the wjtbdrdmal of tne public sector from involvement
in particular flows of funds from employers to employees. It
will be a2 genuine move towards privatisstion. Its delay makes
it that much harder for us to demonstrste that we are honouring
our commitment to reduce the public expenditure total. In its
ebsence, we have got to consider how else we can mske that
coumitment credible.

More gene rally many prop °SB ; involve
increasing public exbu“d' B ole ncrﬂes'ng revenue through a
tax or ocuasi tax. ©Such : would work sgainst at least

r 3=

two of our objectives at

I am copying this letter to the Prime Minister and other lMembers
of Csbinet, and to Sir Robert Armstrong.

LEON BRITTAN
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1. Our proposals for a scheme for Empl yer%f StEZuto ick P /zyQ
due to be published in a Bill later this veek, with ﬁelgfd r{é'a"&zég
fortnight away. The Bill proposes that, apart from re ursement
arrangements for small businesses and in respect of new recruits to
an employment, the State should divest itself of any responsibility
for payments in respect of up to 8 weeks sickness among employees.
Employers would be liable instead for a minimum payment by way of

sick pay. They would be compensated for this by a reduction in their
national insurance contribution.

THE FRIME MINISTER | j—ent

Se The CBI have strenuously resisted these proposals, both on the
grounds of the extra indirect costs which would be put upon industry
(and which would not be met by the contribution reduction) and, more
particularly, of the disproportionate cost which would be borne by

the ménuracturing section of industry where sickness experience is

above average. As an alternative, the CBI have pressed for a system
whereby employers would be liable for a minimum level of sick pay, which
would be fully reimbursed by Government. We have pointed out, however,
that full reimbursement to employers, on the basis of individual scrutiny
of sickness claims, would be as staff-intensive as current DHSS oper-
ations, and the CBI have responded by arguing that employers should be
allowed to withhold their sickness payments from the monthly remittances
of contributions or tax which they make to Government. This also we
have felt bound to reject, on the grounds that employers could not be
expected to exercise adequate control over sickness payments for which
they were being fully reimbursed by the State.

Je There have been two major recent developments. First, when I met
the Party's Small Business Committee last Thursday they urged strongly
that any reimbursement to small firms should be on the basis of allowing
them to deduct the money due to them from payments to the Inland Revenue
(on the lines of the CBI proposal). Any o%her reimbursement arrangement,
which required them to lodge claims before receiving a payment, would be
strongly opposed on the grounds of its effect upon cash flow and the




necessary extra paper-work. On the following day, the CBI - having,
I believe, heard of this reaction - approached my office with the
suggestion that reimbursement to all employers might take the form
of making good a proportion, perhaps 50 per cent, of their sick pay
liabilities rather than meeting them in full. The remainder of the
reimbursement would still be through an adjustment of the national
insurance contribution - perhaps 0.3 per cent. Their suggestion
(confirmed at a meeting I held with them this morning) was that our
acceptance of this alternative approach would considerably lessen
hostility to the scheme among their members, and so ease the passage
of the Bill.

4, It is very late in the day for us to consider changing course,
but nevertheless the attraction of a scheme which would command much

greater assent among our supporters in the House and in the counE;§

than our original proposals seems to me to be worth consideration.
Accordingly, I should be grateful if I could have the guidancquf
senior colleagues over whether to offer to accept a suitable amendment
at the Committee stage of the Bill.

5. The advantages of the modified CBI approach seem to me to be:-

i. since employers would be meeting half the cost of
minimum sick pay themselves, they would have a direct
financial incentive to challenge doubtful claims, and
this would offer some protection to the State;

ii. those industries with a disproportionate amount of
sickness would be able to recover half their statutory
sick pay costs, which would cushion them against high
sickness absence; and

iii. the political prospects of achieving the Bill, without
further damaging amendments, would be greatly enhanced.

6. Nevertheless, it must be recognised that there are some major
advantages of our present proposals which would be lost if we compromised
with the CBI. These are:-




ie we could not expect to achieve the full saving of

5,000 DHSS staff. The effect of having to take account,

in the State's financial transactions with every employer,

of that employer's individual sickness experience will be
bound to mean, however simplified we make our new arrangements,
that staff savings would be unlikely to exceed one-half

that target;

ii. even the residual staff savings - of perhaps 2,500 -
would be further eroded if there were to be any difference
of treatment for new employers or for small firms. This
would have to be resisted - which could give rise to further
criticism from the Small Firms lobby;

iii. the starting date of April 1982 becomes uncertain. We

are examining urgently how quickly a revised set of procedures,
involving the Inland Revenue, could be introduced but at present
it cannot be said with certainty that the original deadline
could be met. Possibilities are a postponement until the
Autumn of 1982 or until April 1983.

7 It seems to me that the issues are evenly balanced, but an early
decision is needed if we are to have any chance - under the original
proposals or the alternative - of achieving staff and public expenditure
savings in 1982. The postponement of the Bill, pending further
consideration, could well mean a year's delay. As I see it, if we can
be sure of getting our present proposals through the House without undue
loss of Party support in the country, then we should go ahead as
planned. If however there is a serious risk that we shall be pushed,
either in the Commons or the Lords, to move to the new, Mark II, CBI
scheme, I would much rather take the decision now to switch to that

and then stick to it, rather than have to give way under pressure.

To change during the Committee or Report Stage would be bound to push
implementation to 198%5. I should be most grateful for colleagues'




guidance, on how we should proceed. Copies of this minute go
to Sir Geoffrey Howe, Francis Pym, Christopher Soames, and

Michael Jopling.

9 February 1981
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JOHN HOSKYNS

¥ Copy of the letter to the Prime Minister attached.




Th.e IR orum.of
Private Business
The Co-ordinated Strength of Independent Enterprise

Ruskin Rdoms, Drury Lane, Knutsford, Cheshire WA16 OED (Reg. Office) Tel: 0565 4468
SA 7-'/b::-

20 January 1981

he Prime Minister,
Rt. Hon. Margaret

10 Dowvmin

London SV

Th Thatcher, 2.

Pl o

12 Street
J1A 244

e writing to you direct on the importznt issue of your Government's
Pzyment of Sickness scheme s we have exhausted every other avenue.

The problems thic scheme will present to the small businessman zre:-

Von provision of a medical sickness note until after seven deys of siclmess.

2. That it will make the employer resvonsible,without the benefit of mediczal
advice, for deciding vhether or not to pay statutory sickness pay and should
the employer in the eyes of the employee have made a wrong decision, he could
risk being taken to a TRIBUMNAL - perhzps months later.

%e That it will cost the Cx;}oyer3ﬂore in sickness pay than the reimbursement
scheme will cover. :

These fzctors will result in:-

1« An increase in z2bsenteeism due to sickness in the smzller firms.
-
2. The smaller businessman not wanting to take on more fulltime staff.
%. Antagonising the smaller businessman th“ou"ﬂ more paper work and its
associated cost and time.

This scheme in the FORUM'S view will cost the community an extra £22,5aper annum.,

The FORUM hes put: forward sensible alternative proposals which could meet your
Governments objectives, copies of .hlch are enclosed, but we zre nevertheless
informed that the BILL will be published in its present form in mid-February 19€1l.

In the interests of 211 smaller businessmen mzy we ask you to intercede to stop
the damaging parts of this legislation,before the BILL is introduced, so that we
can support you in this matter.

Yours sincerely,

S.A. Mendham
Chief Executive
The Forum of Privzte Business

Enclosurcs.

Directors: S.A. Mendham, C.Eng., M.I.Mech.E.,, M.B.I.M., HW.N. Ambler, B.Sc., M.I.P.M., L.S. Hailes, M.1.H.V.E.
G.H. Mcintosh, M.I.M.C., ACM.A, M.B.I.M,, P.1JLK. Sparrow B.A.(Hons) Cantab, A.G. Wareham.

THE FORUM OF PRIVATE BUSINESS
COMPANY LIMITED BY GUARANTEE REGISTERED IN UK No. 1329000
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ALTERNATIVE

iy

RIGHT unless the employee can prove hic case.
lote.
enployers direcily by the PAYE Card.

L

The employer wo 2y ALL sick p2y up to six months.
The employer would deduct Tax and National Insurance,
The employer would be able to deduct.5’ of payroll/year for doing

the work.

The FORUM'S Alternative to DOCTORS MNOTES

Doctors Note > 2 as IOW but employee pays

ramination

increased to 5 )
2s now but NO SSP until

Tne 7ffect of the FORUM's Alternative Method of Reimbursement

Revised Comparative Costs between Present and FORUM Scheme at 1980 prices:
iy

Present Scheme FORUI1 Scheme

Cost @ 1980 B = £416,250,000 £403,763,000
Cost of CS E = 40,000,000 - 40,000, 000

£456,250,000 £443,763,000

GAIN of £12,487,000

Plus tax

revenue £120,000,000
£132,487,000

— s




10 DOWNING STREET

THE PRIME MINISTER 15 January 1981

P s g

Thank you for your letter of 15 December, setting out the

CBI's further views on the proposals in the Green Paper '"Income
During Initial Sickness: A New Strategy'", in light of the changes
which Patrick Jenkin announced to the House of Commons on

21 November.

The Government have tried very hard to minimise the impact
of the scheme on industry, and believe that the improved compensation
and reimbursement package announced by Patrick Jenkin goes a long
way to meeting the criticisms that were levelled at the original
proposals. I am sorry, therefore, that you feel that we are still
not doing enough to cover the extra costs that employers will face.
Your estimate of a gross cost of some £900 million to employers
does, of course, include not only the direct costs of the proposed
scheme but also indirect costs, in particular the effect of possible
pressure on employers, by their workforces, to improve on the
minimum provisions that will be laid down. As I pointed out in my
letter of 3 December, occupational sick-pay has long been a matter
for negotiation, and employers will, I am sure, be able to deal

with any unreasonable demands as they always have done.

You also draw attention to the fact that the proposed method
of compensation does not reflect variations in sickness experience
between individual firms. This is so, but, as I pointed out in
my previous letter, any alternative which tried to match the
compensation to each company's individual circumstances would require
a significant State bureaucracy. This would certainly be true of
an extension to all employers of the proposed small employer

reimbursement scheme. This scheme, as at present proposed, will

/ need




need about 1,000 civil servants to operate it - but will still
allow the Government to achieve the saving of around 5,000 - our
original target figure. It is estimated that, if this scheme
were extended, the DHSS would need to employ at least 1,000 more

civil servants than they currently have working on sickness benefit.

And, of course, there would be an increase in public expenditure.

So, whilst our aim of taxing income received during initial sickness

would be achieved, this would be at the expense of two crucial
Government objectives - cutting public expenditure and the size of
the bureaucracy. I am sure that the CBI would find such a develop-

ment as unwelcome as we would.

In conclusion, I should like to say that the Government have
carefully considered the alternative proposals put forward by the
CBI and others, and have found that only a scheme broadly on the
lines of that described in the Green Paper will achieve all our

objectives - objectives which I know you support.

Sir Raymond Pennock




DEPARTMENT OF HEALTH & SOCIAL SECURITY
Alexander Fleming House, Elephant & Castle, London SEI 6BY
Telephone 01-407 5522

~ From the Secretary of State for Social Services
PQ 2715/673

S0l 4L5Q

‘3 January 1981

Thank you for your letter of 22 December enclosing a copy
of one that the Prime Minister had received from

Sir Raymond Pennock of the CBI about ESSP.

enclose as requested a draft reply that the

Prime Minister might send.

Youa evet

g/ ke

MIKE TULLY
Private Secretary




Sir Raymond Pen
Chairman
Confederation of British Industry
Centre Point
Oxford

January 1981
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INCOME DURING INITTIA CKNESS: A NEW RATEGY

Thank you for your letf of 15 December, setting out the
on the proposa in the Green Paper "Income During Initial
Strategy", : 1g of tl anges which Patrick Jenkin
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The Government have tried very hard to minimise the impact of the scheme on

industry, and believe that the improved compensation and reimbursement package

announced by Patrick Jenkin goes a long way to meeting the criticisms that were
levelled at the original proposals [ am sorry, therefore, that you feel that
we are still not doing enough to cover the extra costs that employers will face.
Your estimate of a gros o5t of some £900 million to employers does, of course,
include not only the direct costs e proposed scheme but also indirect
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10 DOWNING STREET

From the Private Secretary 22 December 1980

The CBI have now written a further letter
to the Prime Minister about the employers'
statutory sick pay arrangements.

I should be grateful if you could let
me have a draft reply for-the Prime Minister
to send. It would be helpful if this could
reach me by 5 January.

.

Mike Tully, Esq.,
Department of Health and Social Security.
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10 DOWNING STREET

PRIME MINISTER

Here is a further letter
from Ray Pennock about the

employers' statutory sick

pay proposals. We will let

you have a draft reply.

19 December 1980




103 New Oxford Street President

Confederation of British Industry From | |
Centre Point Sir Raymond Pennock . .
London WC1A 1DU

Telephone 01-379 7400
Telex 21332
Telegrams Cobustry London WC1

AHLSNANI HSLLIYE
40 NOLLVHAJHANOD

v,

15th December 1980

Dear /"‘au.a, WM"J}

Thank you for your very full letter of 3rd December
explaining in detail the Government's proposals to implement
the Green Paper "Income During Initial Sickness: A New Strategy".

We welcome the additional help given in these proposals
by Patrick Jenkin but unfortunately they do not do nearly enough
to remove the substantial extra costs to industry which we believe
these proposals would involve at a time when the market simply
does not allow companies to recover additional costs through
higher prices. We believe that the gross costs to industry
of the proposals would be about £900 million of which not more
than £600 million would be recovered by the reduction in
employers' national insurance contributions which are now
proposed.

It is also most unfortunate that manufacturing industry,
which has already borne the brunt of current economic adversities,
would because of its relatively high sickness absence, bear a
disproportionate part of this extra cost. We still believe
that the fairest way of dealing with this problem would be to
set up a system of reimbursement instead of a reduction in
national insurance contributions. Patrick Jenkin's proposal
to apply the principle of reimbursement to small companies is
helpful and we suggest that this principle be extended to all
companies as a method of dealing with this problem. We do not
believe that there need by any significant increase in the amount
of bureaucratic control involved in such an arrangement, and it
would meet the Government's policy objectives, which you know
we support.

I am sorrv that so far we have not been able to agree
with Government in this matter; this is because we believe
that the potential damage to industry still remains significant
and we are therefore asking that this matter can be looked into
once more.

Yours sincerely,

The Rt. Hon. Margaret Thatcher, MP
Prime Minister,

10, Downing Street,

London, SW 1.




DEPARTMENT OF HEALTH & SOCIAL SECURITY

"«  Alexander Fleming House, Elephant & Castle, London SE1 6BY <

Telephone 01-407 5522 ﬂ(/pﬁ?vdw ‘5'?““’“ uaU/j—

From the Joint Parliamentary Under Secretary of State

o
Your Ref: AS/11/2 = ﬁ‘Ww.

Our Ref: PO 2715/620

R Sutcliffe Esq
Arrow Securities Lid
Ashmount House

48 Doncaster Road
FMexborough \ Of—‘?\-

South Yorkshire December 1980

dot AMngfoCL/fe

Thank you for your further letter of 4 November about the Green Paper proposzls
for a statutory sick pay scheme.

The purpose of the Green Paper was, of course, to ensure a thorough airing for the
complex issues involved, and we had over 1,000 responses from organisations,

d -

businesses and individuals. The vast majority supported our objectives: to bring

into tax over 90 per cent of payments during periods of sickness (thus helping to
ensure that employees are not better off when sick than when at work), to reduce

the size of the civil service by about 5,000, and to make a saving in public
expenditure. If the proposals are implemented, they will do away with an absurd
duplication of effort in provision for sickness between this Department and industry.

In the light of the comments we have received in the course of the consultation
process we have made changes to the Green Paper proposals which will go a long way
to meet those anxieties which have been expressed. For example, the contribution
reduction originally proposed would have fully compensated industry as a whole for
the extra wage costs involved, but because there will be some indirect costs, and
because we cannot take account of variations in sickness experience, we are
prepared to offer extra help amounting to £100 million in round figures. It will
take the form of an extra 0.1 per cent reduction in the employer's contribution
liability. .

Small businesses pose a different problem. There is a vast difference between a
firm of 500 people where one goes sick and a firm of five where one goes sick. We
are therefore proposing a package of extra help for small businesses in the form
of a reimbursement scheme. They will be able to claim back 50 per cent of
statutory sick pay paid out above a certain level in respect of each employee who
goes sick. This is in addition to the reimbursement in respect of new employees
proposed in the Green Paper (which will apply to all employers), so that small
employers will be able to claim back 100 per cent of sick pay above a certain level
for new employees. Small firms will be defined by reference to the total amount of
annual earnings on which the employer is liable to pay national insurance contribu-
tions. Final details are not fixed, but it is hoped to set a qualifying level of




up to between 7 and 10 times the national (male) average wage. The total package
of reimbusement will cost around £40 million, and the great bulk of that will go

to small employers.

I hope that the two major changes I have described, together with some minor
improvements to the details of the scheme, will show that we have kept the
difficulties faced by employers, and particularly small employers, in the present
economic climate very much in mind when deciding how best to achieve the important
advantages to the country as a whole offered by the statutory sick pay scheme.

The full details of the scheme remain to be settled and we need to consult further
before we finally make up our minds on the package we intend to put before
Parliament. However, I hope you will accept that the changes we have proposed add
up to a fresh scheme which will be attractive and, most importantly, will achieve

our objectives.

b/w RN
/

MRS LWDA CHALKER




10 DOWNING STREET

THE PRIME MINISTER 3 December 1980

20% o e,

Thank you for your letter of 6 November about the proposals
in the Green Paper "Income During Initial Sickness: A New Strategy".
I understand that representatives of the CBI met Reg Prentice
recently to discuss in detail the criticisms you have of the

proposals.

I am glad that you support the objectives behind the scheme.
They are important enough to bear repeating - a reduction of some
£400 million a year in public expenditure; a saving of 5,000
civil service posts; and the bringing into tax of the vast majority
of payments made during sickness. These are valuable gains. Though
we have examined carefully other means of achieving them, including
the proposals put forward by the CBI, none of the alternatives
offers all three benefits. It is because there is no other way
that we can make these savings that we shall be going ahead with
a statutory sick-pay scheme based on the Green Paper proposals.
Subject to the passage of legislation, we anticipate the scheme
starting in April 1982.

You are rightly concerned about the costs the scheme could
place on industry and this concern is shared by the Government.
Last Friday Patrick Jenkin announced that we had been impressed
by the arguments of the CBI and others about the indirect costs

of our proposals and are proposing additional compensation.

Originally we intended to reduce employers' national insurance
contribution liability by the increase in employers' wage costs,
estimated to be around £500 million in 1979/80. terms. We now have
promised a further 0.1% decrease in the contribution liability

/ which




which will be worth £100m to industry as.a whole.

This substantial additional help is intended to assist with
indirect costs. While most firms will want and be able to resist
unreasonable pressure from the unions to improve existing sick-pay
arrangements, some will wish to bring their own provisions more
into line with the measures we propose. We recognise that inevitably
this will raise employers' wage costs and the extra £100m will go

a long way to meeting these.

It is true that the method of compensation envisaged is rough
and ready and cannot take account of an individual company's
existing sick-pay arrangements or its sickness record. But any
alternative which tried to match the compensation to each company's
individual circumstances would require a bureaucracy much greater
than already exists. Moreover, the rate of sickness absence in
a company or an industry is already reflected in the prices of its
goods and services. The additional costs of paying the statutory
sick-pay envisaged will have only a marginal extra impact, and

the extra £100 million will help soften this.

Patrick Jenkin also announced that about £40 million had been
allocated to reimbursement, the bulk of which will go to small firms.
As suggested in the Green Paper, help will be available in respect
of new employees (those who have been in their current job for
8 weeks or less); this will amount to 50% of all statutory sick-pay
paid out for this group. Similar assistance will be available to
small firms and it is hoped that the definition of size - by

reference to national insurance contributions paid in the last tax

year but one prior to the incapacity - will enable around 75% of
all employers to be included. The final details of the scheme
have yet to be worked out but I am sure that small employers will

welcome what we are proposing.

You also raise the question of certification for sickness
absence, and the need for employers to have some statement by a

doctor that an employee is incapable of work. As you know, discussions

/ with the medical




with the medical profession are continuing and we hope that there
will be a solution acceptable both to them and to employers. I
can assure you, however, that we regard it as essential that
employers should have adequate evidence of which to base statutory

payments,

In total, I hope that the additional compensation measures
I have mentioned will reconcile the CBI to the statutory sick
pay scheme and help us to achieve our objectives, which I know the

CBI supports, without the damage to industry that you feared.

LM N

O g At

Sir Raymond Pennock




DEPARTMENT OF HEALTH & SOCIAL SECURITY
Alexander Fleming House, Elephant & Castle, London SEI 6BY
Telephone 01-407 5522
From the Secretary of State for Social Services
Tim Lankester Esq
Private Secretary

10 Downing Street
LONDON swl

pw e hanlyer

Bernie Merkel wrote to you on 17 r't{gelfb/er enclosing a
draft reply for the Prime Minister to send to

Sir Raymond Pennock about the Green paper on sick pay.
We later phoned your office and asked if the draft could
be held as it had been overtaken by events.

I am now able to enclose a revised draft for the
Prime Minister, which has been cleared with my
Secretary of State.

v/
/vl

Private Secretary
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Sir Raymond Pennock

Chairman

Confederation of British Industry
Centre Point

103 New Oxford Street

LONDON

WC1A 1DU

INCOME DURING INITIAY, SICKNESS: A NEW STRATEGY

Thank you for your letten of 6 November about the proposals in the Green Paper
"Income During Initial Sickmess: A New Strategy'". I understand that
representatives of the CBI me% Reg Prentice recently to discuss in detail the

criticisms you have of the proposals.

I am glad that you support the objectives behind the scheme. They are important
enough to bear repeating - a reduction\of some £400 million a year in public
expenditure; a saving of 5,000 civil serwice posts; and the bringing into tax
of the vast majority of payments made during sickness. These are valuable
gains. Though we have examined carefully other means of achieving them,
including the proposals put forward by the CBI,\ none of the alternatives offers
all three benefits. It is because there is no other way that we can make these
savings that we shall be going ahead with a statutory sick-pay scheme based on
the Green Paper proposals. Subject to the passage of\ legislation, we anticipate

the scheme starting in April 1982.

You are rightly concerned about the costs the scheme could'place on industry
and this concern is shared by the Government. Last Friday Patrick Jenkin
announced that we had been impressed by the arguments of the CBI and others
about the indirect costs of our proposals and are proposing additional
compensation. Originally we intended to reduce employers' national insurance
contribution liability by the increase in employers' wage costs, estimated to
be around £500 million in 1979/80 terms. We now have promised a further 0.1%
decrease in the contribution liability which will be worth £100m to industry as

a whole.




This substantial additional help is intended to assist with indirect costs.
While most firms will want and be able to resist unreasonable pressure from

the unions to improve existing sick-pay arrangements, some will wish to bring
their own provisions more into line with the measures we propose. We recognise
that inevitably this will raise employers' wage costs and the extra £100m will

go a long way to meeting these.

It is true that the method of compensation envisaged is rough and ready and
cannot take account of an individual company's existing sick-pay arrangements
or its sickness reéard. But any alternative which tried to match the compensation
to each company's individual circumstances would require a bureaucracy much
greater than already exisfs, Moreover, the rate of sickness absence in a company
or an industry is already refigcted in the prices of its goods and services. The
additional costs of paying the~§tatutory sick-pay envisaged will have only a
marginal extra impact, and the extrg £100 million will help soften this.

‘.\
Patrick Jenkin also announced that aboug'QﬂO million had been allocated to
reimbursement, the bulk of which will go thﬁmall firms. As suggested in
Green Paper, help will be available in respect™of new employees (those who have
been in their current job for 8 weeks or less); Ehis will amount to 50% of all
statutory sick-pay paid out for this group. Similér.assistance will be available
to small firms and it is hoped that the definition of Bize - by reference to
national insurance contributions paid in the last tax yeax but one prior to the
incapacity - will enable around 75% of all employers to be included. The final
details of the scheme have yet to be worked out but I am sure that small employers

2

will welcome what we are proposing.

You also raise the question of certification for sickness absence, and the need

O
for employers to have some statement by a doctor that an employee is incapable

of work. As you iscussions with the medical profession are continufing
and we hope that th will be a solution acceptable both to them and to
employers. 1 can assure you, however, that we regard it as essential that

employers should have adequate evidence on which to base statutory payments.




In total [ hope that .t additional compensation measures I have mentioned

will reconcile the CBI to the statutory sick pay scheme and help us to achieve

Fate

know the CBI supports, without the damage to industry
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EMPLOYERS! STATUTORY SICK PAY

Your Private Secretary wrote to mine on 20th November about the employers!'
statutory sick pay scheme. I have also seen the letter of 21st November from the
Prime Minister's Private Secretary.

I understand that you were able to secure our other colleagues' approval to your
proposals and have noted what you said during the debate on the Address. I also note
that you and the Parliamentary Under-Secretary of State, Department of Industry, will
be consulting representatives of small firms on whether small firms should be liable to
pay to an employee, without reimbursement, the first £15 of sick pay in any tax year
or £15 in respect of each separate spell of sickness, and that you will report back to
H Committee with the formula that you recommend. It would be helpful if that report
could spell out the shape of the scheme as you now envisage it since, althouzh
announcements have now been made on two major points on which we did not reach a final
view at our meeting on 5th November, I am sure the Committee would still welcome an
opportunity for further consideration of the scheme,as agreed at that meeting, before
legislation is introduced.

I am sending copies of this letter to the Prime Minister, the members of

H Committee, the Secretary of State for Energy, the Parliamentary Under-Secretary
of State, Department of Industry, and Sir Robert Armstrong.

The Rt. Hon. Patrick Jenkin, M.P.




10 DOWNING STREET

From the Private Secretary 21 November 1980

Thank you for sending us copies of your
letters of 19 November, about tobacco adverti-
sing and promotion and 20 November about
employers' statutory sick bay, seeking policy
clearance before your Secretary of State
Speaks in the Debate on the Address.

As I told you on the telephone in the
course of yesterday, the Prime Minister is
content that your Secretary of State should
broceed as proposed on both matters.

I am sending copies of this letter to
Stephen Boys-Smith (Home Office) and David
Wright (Cabinet Office).

M. A PATTISON

B.C. Mérkel, Esq.,
Department of Health and Social Security.

|




PRIME MINISTER

Patrick Jenkin is seeking urgent policy approval on two

points, now that tomorrow is to be the Social Services day.

———e

The first is on employers' statutory sick pay. H Committee

agreed a number of amendments to the Green Paper Scheme several
weeks ago, but asked Mr. Jenkin to look for some further

————E—
concessions to the small businessman, in view of the prospect

st
of Parliamentary difficulty.
The additional changes are:

(1) A small employer should receive no reimbursement

on the first £15 of statutory sick pay for which he is
liable, but wiiiméet 50 per cent reimbursement there-
after. (Mr. Jenkin doeéﬂgot intend to define at

this stage whether the "first £15" relates to a single

tax year, or to each separate spell of sickness.)

(2) Reimbursement should be 100 per cent where the
ot A T ok
sickness began within 8 weeks of the employee joining

the firm.

(3) Small firmsto be defined by reference to the total
amount of earnings on which the employer was liable to
r—r

pay NI contributions, with the dividing line somewhere

in the range between 7 and 10 times the national male
average wage. This will allow coverage by some 70 to

80 per cent of all employers.

Colleagues seem ready to accept these proposals, and the

Conservative Backbench Committee on Health and Social Services

have apparently viewed them favourably.

Full details are in the letter at Flag A, Content for

——————

Mr. Jenkin to go ahead?

1. e e jpedidozy  [Mr. Jenkin

P / e Z_L-Lﬂf\—-e/v& Vs
'S / AL e

DA /hfb
Gt ) e s MR ke Cogp b




Mr. Jenkin would also like to announce a new voluntary

arrangement on tobacco advertising and promotion. The
—

industry have been looking for a 4-year-plus agreement.

Mr. Jenkin has made less progress than he had hoped, and he
feels that the current industry offer will only do until

July 1982, It covers about a one-third reduction . in

that period in the level of poster advertising, with something

on product modification over a slightly longer period, The
price is that Mr. Jenkin will undertake to seek to block

the implementation of any legislation up to July 1982, although

he has made it clear that the House must be free to express its

view on smoking and initiate such action as it might see fit.

I understand that Mr. Younger is far from happy with

these proposals, which he sees as a sell-out, If he and

Mr., Jenkin can reach agreement on this basis before Mr. Jenkin

speaks tomorrow, are you content with what is proposed?

A'pﬂ'i' ‘ZO‘ Pb\:l’.:) o
4 H(_mlH—

Details at Flag B.~- Fﬂuﬂ

/7
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20 November 1980
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THPLOYERS! STATUTORY SICK PAY

1Ll L

At the meecting on 5 November of Home Affairs Commit

(%]

(i that the proposals to make c—r“'-" oyers

during the early weeks of sickness s

rt‘-"“ b . a
to industry as a whole) but that pressure fi v further concessio

bO Ire -‘_A..

on
)ff?‘
lir 11u(h 311, Pa rh.r".ﬂ.:m‘i;ary

an annouvncement of ouwr intention to proceed with the schen

- [ - ~ B
11 vr'_u‘.' anaech

My Secretary of :

with lir ﬂitcholl 5, sould welcome colleagues' approval for

and for am some of the deatails in the debate on the Oueen's :

He (el ﬁongg:ou_uo»y-z_ accordingly will need clearance
by 6pm %ﬁ p vcnihc ¢f as he hope: is 1 able to assure Conservative
backbenchers that many of their misgivings about the scheme will now be met.
The Chief Secrefary has agreed ° imbursement scheme — hoth in respect
of new cemployees and small bur: nsse should be constructed within a cost of
avout £40 million. This wou oW the publiec expenditure savings which leve
already been recorded to be Bearing in mind this limit on

expenditure and also the need cure savings of 5,000 staff, the Parliamentary
Under Secretary (Industry L IIr Jenkin have agreed that the scheme for small
businesses should have the following sali

h
ent Teaturecs:
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& b= a small employer should receive no reimbursement on the first £1%5
of statutc.v sick-pay for which he is liable, but thercafter should 'i,-;‘
able to claim reimbursement of 50% of his statutory liability;

ii., the level of reimbursement should increase to 100% where the relevant
incapacity began within 8 weeke of his taking the employee concerned on

to his bocks; e '

iii. a small firm should, for this purpose, be defined by reference to
the total amount of earnings on which the employer was liable to pay
national insurance contributions, and the dividing line should lie
somewhere 3n the range between 7 and 10 times the national (male) average

wage. This will allow coverage to extend to some T0% or 80% of all
employers.,

Proposals of this kind were outlined to the Conservative backbench committee
on health and social services, and appeared to be very acceptable to them,

e ——— B

In one important area the details of the package have still to be worked out.
The question which remains open is whether a small fiwm shovld be liable to vay
to an employee, without reimbursement, £15 sick pay in any tax year or £i5 in
each of his separate spells of sickness. On the answer to this question will
depend the exact level at which the upper limit for "small firme" can be set,
while still 2llowing us to achieve our target savings in public expenditure

and civil service manpower. It is, however; an issue which both the Parlismentary
Under Secretary (Industry) and Mr Jenkin would prefer to leave open until there
has been an opportunity to consult representatives of small firms, and elicit
whether their preference is for more comprehensive help or for a scheme which
provides reimbursement for the maximum number of employers. It will be casier
to carry out these consultations after the general line of the Government's
approach has been made public, and they will report back to H Committee with the
formula which teyeventually recommend.

My Secretary of Statle should welcome the Committee's agreement

i. that {ue contribution reduction for employers in general should be
0.1% higher than was envisaged in the Green Paper; and

ii, that concessions for small businesses should be worked out, within
an overall reimbursement cost of about £40 million, on the lines indicated
in paragraph 3,

and that, when he speaks tomorrow on the Queen's Address, he should announce
both the general contribution reduction and indicate the general purpoxrt of the
Government's thinking on omall businesses. In view of the short time available,
I am afraid that I have to ask for urgent clearance of this,

I am copying this letter to the Private Secretaries to the Prime lMinister,David Howell
members of H Committee, David Mitchell and Sir Robert Armstrong.

ii}‘erﬁ T

e N

B C MERKEL
Private Secretary
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DEPARTMENT OF HEALTH & SOCIAL SECURITY
Alexander Fleming House, Elephant & Castle, London SEI 6BY
Telephone 01-407 5522
From the Secretary of State for Social Services

PO 2715/612

4
/
T Lankester Esqg /

Private Secretary ;
10 Downing Street }'7 November /1980

|

Thank you for your létter of 6 November to
Don Brereton, which enclosed one from the CBI about
sickness pay.

I attach, as requested, a draft reply which the
Prime Minister might send to Sir Raymond Pennock.

8 F
W/
Uae R

J—
b’ef"“—;ﬂ. W‘\

B C MERKEL
Private Secretary




PO 2715/612

Sir Raymond Pennock

Chairman

Confederation of British Industry
Centre Point

10% New Oxford Street

LONDON WC1A 1DU

INCOME DURING INITIAL SICKNESS: A NEW STRATEGY

Thank you for your letter of 6 November about the proposals in the Green Paper
"Tncome During Initial Sickness: A New Strategy'". I understand that last week
representatives of the CBI met Reg Prentice to discuss in detail the criticisms

you have of the proposals.

I am glad that you support the objectives behind the scheme. They are important
enough to bear repeating - a reduction of some £400 million a year in public
expenditure; a saving of 5,000 civil service posts; and the bringing into tax

of the vast majority of payments made during sickness. These are valuable gains.
Though we have examined carefully other means of achieving them, including the
proposals put forward by the CBI, none of the alternatives offers all three
benefits. It is because there is no other way that we can make these savings
that we shall be going ahead with a statutory sick-pay scheme based on the

Green Paper proposals.

You are rightly concerned about the costs the scheme could place on industry.
But, as was made clear in the Green Paper, employers as a whole will be fully
compensated for the increase in wage costs which will arise from its introduction.

The CBI estimate of extra costs of £900 million (of which £500 million will be

returned by means of a reduction in national insurance contributions) includes

nearly £400 million, which are not directly attributable to the proposed scheme.
For example, the abolition of the earnings-related supplement is a separate
matter: it will result in savings to the National Insurance Fund which will be
taken into account when the contribution rates for 1982/8% are set. The question
of other costs arising n the re-negotiation of occupational sick-pay schemes

is one for employers. hey alone can decide whether they can afford to make any




improvements on existing arrangements, and it will be for them to tell unions
that if there are to be improvements they can only be financed from the total

amount the company can offer for wage increases.

Tt is true that the method of compensation envisaged is rough and ready and
cannot take account of an individual company's existing sick-pay arrangements

or its sickness record. But any alternative which tried to match the

compensation to each company's individual circumstances would require a

bureaucracy much greater than already exists. Moreover, the rate of sickness
absence in a company or an industry is already reflected in the prices of its
goods and services. The additional costs of paying the statutory sick-pay

envisaged will have only a marginal extra impact.

You also raise the question of certification for sickness absence, and the
need for employers to have some statement by a doctor that an employee is
incapable of work. As you know, discussions with the medical professions are
continuing and we hope that there will be a solution acceptable both to them
and to employers. I can assure you, however, that we regard it as essential

that employers should have adequate evidence on which to base statutory payments.

I cannot accept that the Government's proposals are damaging to industry, which
will, after all, gain £500 million a year through reduced national insurance
contributions. A statutory sick-pay scheme will go a long way to meeting our
objectives of cutting public expenditure and enabling us, by ending the

present widespread duplication of payments during sickness, to reduce further
the size of the civil service. I know that the CBI welcomes these objectives
and hope that you will appreciate that none of the alternatives which have

been suggested will produce the benefits to the economy which are offered by

the proposals in the Green Paper.
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Confederation of British Industry From the President
Centre Point Sir Raymond Pennock
103 New Oxford Street

London WC1A 1DU

Telephone 01-379 7400

Telex 21332

Telegrams Cobustry London WC'1

AYLSNANI HSILIHE
J0 NOLLVHHJHANOD

6th November 1980

Income during initial sickness: a new strategy

I am writing to you personally because the CBI is most
seriously concerned that, in spite of the representations
we and others have made, the Government seems likely to
introduce legislation in the next Parliamentary session
giving effect to the proposals in the above Green Paper.

As in many other areas, we support the Government's
objectives, but we really do strongly urge that more time
be given to finding other ways of achieving them.

The concern of our members - very forcibly expressed
after wide consultation - is threefold : the inadequacy
of the proposed compensation, the inequity between companies
and sectors, and the problems of sickness certification.

By our calculations, the proposals as they stand could
increase industry's net costs by some £400 million. We
feel that it is quite imperative that no unnecessary
additional costs should be imposed on industry at this time.
We believe the Government has seriously under-estimated the
cost of its proposals on industry and that the level of
compensation proposed is quite inadequate.

However it is not just a question of compensation.
Mainly because of the uneven incidence of sickness, the
burden of cost would fall quite disproportionately on
those sectors - especially in manufacturing - which are
already being tightly pressed. We have a number of detailed
company examples of this pressure, which are available, if
you should require them.

Finally, it is essential that employers have an adequate
means of ensuring that sickness for which they are making
payments is genuine. There is a real problem here, given
the evident unwillingness of doctors to accept any obligation
to provide employers with certification.




I am aware that we have continually urged reduction
in Government spending, but I hope you will agree with
me that it would be very damaging to do it merely by
transferring costs of this magnitude to manufacturing
industry, especially at a time when the real rate of
our return on capital is under 3 per cent.

Yours sincerely,

The Rt. Hon. Margaret Thatcher, MP,
Prime Minister,

10, Downing Street,

London, SW1.




10 DOWNING STREET
PRIME MINISTER

A letter from
Ray Pennock arguing against

the proposals in the Green

Paper on sickness pay.

You will want to reply to
this letter, and I will
get a draft from DHSS.

6 November 1980




PRIME MINISTER cc. Mr. Wolfson

This is an important paper, from

Patrick Jenkin on employers' statutory

sick pay. H will discuss it on Wednesday.
Vi f—

Mr. Jenkin has already told you that
there is a lot of negative reaction to the

proposals - especially from small business

e ———
and also on the Government back benches.

He summarises the main criticisms in para-
graph 6, and sets out proposed concessions

in paragraphs 7-9. These concessions will
—il
significantly reduce the savings to be

—

offered by this scheme, but they are likely
— c—

to be the very minimm necessary to get

the scheme througn. There is a fair chance

that the Government will be pushed further

/"

- - __ﬁ
in Parliament.

4 November 1980
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DEPARTMENT OF HEALTH & SOCIAT, SECURITY
Alexander Fleming House, Elephant & Castle, London sE1 68y
Telephone o1-407 5522

From the Joint Parliamentary Under Secretary of State

5

PO 2715/561

R Sutcliffe Esq

Arrow Securities Lid

Ashmount House

48 Doncaster Road

Mexborough

South Yorkshire October 1980

\&m& [{u Cg:\j/ C,{,;{f(’{’&/

Thank you for your letter of 8 September to the Prime Minister about the Green
Paper on income during initial siclmess., I have been asked to reply.

It may be helpful first of all to explain why the Government is anxious to put
forward these proposals now. First, they will result in the majority of payments
made during sickness becoming taxable., This will, in turn, make the job of taxing
other incapacity benefits that much more feasible in the next few Yyears. Taxing
benefits is an essential part of the Government's policy on incentives, and it is
quite unacceptable that someone should get more out of being off work than in it.

Second, the scheme will reduce public expenditure by some £400 million. This will
make a very worthwhile contribution to the achievement of the Governmeni's zim of
substantially reducing public expenditure - essential if the rate of inflation is
to be brought dovn, interest rates cut, and incentives restored so that peonle can
appreciate in real terms the benefits of hard vork., Social Sccurity experditure
is very high, too high for the country to afford at present, and the Green FPaper
broposals are one way of cutting it. That is why the scheme is a crucial one to
the regeneration of a strong economy,
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We are mindful, nevertheless, of the difficulties some employers - particul~rly
the smaller ones - may face, and the Green Paper pays close attention both to
their needs and to the extent of the help to be made available to them. We do
propose to ease their lot, in two principal ways: by underwriting their incrcased
wage bill costs as a group through a measure of reimbursement, and by keeping the
eventual scheme.as eimple as possible to understand and operate. These are arcas
in which we have asked for the views of those most closely concerned.

Primary reimbursement would be made through a general reduction in the rate of
the employers!'! national insurance contribution, without regard to individual
employers! actual outlay. The estimate mentioned in the Green Paper that
employers'! wage bills could rise by about £415 million overall would be more than
offset by the suggested reduction of 0.5 per cent in the contribution. On the
basis of figures supplied by the Government Actuary in another connection, a
variation of one quarter per cent in the rate affects income for the National
Insurance Fund by close to £250 million. Secondary reimbursement would, howvever,
be related directly to the sick pay paid to ncw employees. The figures are quoted
simply as a guide to help the discussion, and much depends upcen the final shape
of the scheme and the amounts involved at the time of its introduction.

However, I do accept that the proposed across-the-board reduction in the national
insurance contribution will be bound to be uneven in effect. We are listening
very carefully to the views expressed on this, particularly those coming from
small businesses, and we shall certainly be willing to look again at this if
there is any way to smooth out the unevenness without eroding the advantages we
expect to gain from the proposals,

Your suggestion that sick pay costs ehould be recovered by employers from their
monthly payments to the Inland Revenue has been considered, but was, I am afraid,
rejected. The main problem with the proposal is that where employers had to make |
deductions from the incomehthey had collected (because the National Insurance >
contributions alone were insufficient to cover the sick pay costs) there would be
the need for a complicated process of reconciliation at the end of the year of e ()
the amounts of income tax and National Insurance contributions due to he collected
and actually collected. Not only would such a system involve an additional burden
on employers, but it would also need a substantial nusber of civil sexrvants to
operate.

0

However, I would like to thank you for your constructive interest in the proposals.
The Green Paper contains many talking points, and we intend to weigh very carefully
the reactions of all sections of the community before putiing forward legislation.
The views and comments we have received will all contribute towards the overall
picture now emerging from this vital consultation process,

MRS LYNDA CHALKER




10 DOWNING STREET

From the Private Secretary -11 September 1980

). o

I attach a letter from' the Managing
Director of Arrow Securities Limiteq about
NHI contributions. k

I would be grateful if you could arrange
for one of your Ministers to reply to
Mr. Sutecliffe on the Prime Minister's behalf
letting us have a copy of the reply for our
records here in due course

/%%M e

Bernie Merkel, Esq.,
Department of Health and Social Security.




INDUSTRIAL AND COMMERCIAL SECURITY

September, 1980

The Right Honourable Mrs. M. Thatcher,
Prime Minister,

10 Downing Street,

Westminster,

London, W.1.

Dear Prime Minister,

Conservative Small Businesses Voters
A New Strategy - Income During Initial Sickness
i =]

Has anyone realised the danger to the Conservative Party if the DHSS's
Green Paper proposals are adopted?

I understand some 20% of employees are outside company sickpay schemes,
mainly smaller companies whose success is vital for the future of the
country.

DHSS proposes a rebate of %% of Employers NHI contributions to reflect
collective liability for extra wage costs. This is surely a nonsense
because you cannot lump together a firm with five employees which has
no sickpay scheme with the British Steel Corporation for example.

Consider the small company:
Five men @ £100 wage each per week

NHI contributions @ 13.59 = £67.50

1 man off sick now receives nothing from the company but is paid by
DHSS out of the state scheme. The employer simply hires another man
for the same wage.

~
Under the pronoscd ochcne, dition to having to take on another
man or lose p-»\-u\.tu_u.- 5 the er pioyer
week and will receive back only 3Lp being 2% of the NHI contributions
leaving him with a net deficit of £29.66 per sick man per week to make
up out of profit. There will also be extra administrative and rcstage
charges to be met.

will have to pay £30 sick pay per

Jeont'd...




Tlearly the many businessmen who will be made bankrupt if this scheme
~oes through will never vote Conservative again.

The answer surely is that firms should deduct at source from their NHI
contributions the exact sum paid out in sick pay on a monthly basis plus
a stipulated amount to cover administrative charges. To do otherwise
will create a deeper cash flow problem,

There is another point - a firm with only one or two employees will not
normally have enough in NHI contributions to pay £30 sick pay. Is it
intended to rehate previous payments or will they have to stand the extra
costs themselves?

I trust you will accept this letter in the spirit in which it is written;
88 a grassroots reaction after much discussion with fellow businessmen
who strongly support the greater part of your policies and wish you well.

Yours sincerely,
for ARROW SECURITIES LIMITED

R. SUTCLIFFE
MANAGING DIRECTOR

(S




With the Compliments of
the Private Secretary to
the Secretary of State
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DEPARTMENT OF HEALTH. AND SOCIAL SECURITY
Alexander Fleming House
Elephant and Castle
[ London, S.E.1.
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DEPARTMENT OF HEALTH & SOCIAL SECURITY

Alexander Fleming House, Elephant & Castle, London SEI 6BY

Telephone 01-407 5522

From the Secretary of State for Social Services

I enclose a copy of a summary of the main proposals for a statutory sick pay
scheme. A green Paper entitled "Income During Initial Sickness: A New Strategy"
(Command 7864), was published last April to set out the background to these

proposals and the considerations involved.

There are three main reasons why the Government has put forward these proposals
now. First, they will result in the majority of payments made during sickness
becoming taxable. This will, in turn, make the job of taxing other incapacity
benefits that much more feasible in the next few years. Taxing benefits is an
essential part of the Government's policy on incentives; it is quite unacceptatle

that someone shauld get more out of being off work than in it.

Second, the scheme will reduce public expenditure by some £400 million. This
will ma<e a very worthwhile contribution to the azhievement of the Government's
aim of substantially reducing public expenditure - essential if the rate of
inflation is to be brought down, interest rates cut, and incentives restored so
that p=2ople can appreciate in real terms the benefits of hard work. Social
Security expenditure is very high, too high for the country to afford at
present, and the Green paper proposals are one way of cutting ii. That is why

the scheme is a crucial one to the regeneration of a strong economy.

Third, the Government expects a saving of about 5,000 civil servants posts to
result from the scheme, many of which are concerned with doing “jobs that
private industry has already accepted as appropriate to them. As the Green Paper

points out, a large and evidently growing sector of the business wourld is now




E)oviding income during sickness for employees. Some employers apparently find

the complexities of juggling with two inter-related schemes operating side by side

time-consuming and wasteful; they would prefer to do the whole job themselves.
ce

The tasks ntral Government must be reduced, and such duplication of effort

of
avoided. Streamlining the system is essential.

We are mindful, nevertheless, of the difficulties some employers - particularly
the smaller ones - may face, and the Green Paper pays close attention both to
their needs and to the extent of the help to be made available to them. We
propose to ease their lot in two principal ways: by underwriting their increased
rwage bill costs as a group through a measure of reimbursement, and by keeping the
eventual scheme as simple as possible to understand and operate. These are areas

in which we are seeking the views of those most closel concerned.
= |

Primary reimbursement would be made through a general reduction in the rate of
the employers' national insurance contribution, without regard to the individual
employers' actual outlay. The estimate mentioned in the Green Paper that
employers' wage bills could rise by about £415 million overall would be more
than offset by the suggested reduction of 0.5 per cent in the contribution.

On the basis of figures supplied by the Government Actuary in another connection,
a variation of one quarter per cent in the rate affects inceme for the National
Insurance Fund by close to £250 million. Secondary reimbursement would, however,
be related directly to the sick pay paid to new employees. The figures are
quoted simply as a guide to help the discussion, and much depends upon the final

shape of the scheme and the amounts involved at the time of its introduction.

The Green Paper contains many talking points, and we intend to weigh very
carefully the reactions of all szctions of the community before putting forward
legislation. The views and comments now coming in will all contribnte towards

the overall picture now emerging from the vital consultation stage of these

proposals.




SUMFARY OF THE MAIN PROPOSALS IN THE GREEN PAPER "INCOME DURING INITIAL
SICKNESS: A NEW STRATEGY" (COMMAXND 7864)

The main proposals for a statutory sick-pay scheme are:-

(i) entitlement to continuing wages during sickness should be conferred

on all employees for whom national insurance contributions are payable,

(other than married women and widows who have opted to pay the reduced

contributions);

(ii) though there would be no payment due for the first three days of any
spell of incapacity, employers' sick-pay wouldlast for up to eight weeks
in any tax year after which title to national insurance benefit would beginj;

(iii) the minimum amount of sick~-pay should - subject to ‘waiting days' -
be £30 a week if it were replacing the present (Novamber 1979) sickness

benefit rates; but

(iv) a low earner who falls sick should have a statutory entitlement to a

proportion of normal earnings instead of the £30 flat-rate;

(v) employers! national insurance contribution liability should be reduced
by an amount broadly reflecting their collective liability for extra

wage costs;

(vi) within the total available for compensating employers, they would be
entitled to claim a direct re-imbursoment of one-half of the sick-pay
disburscd to employees with less than eight weeks' service;

(vii) on balance, it would not be appropriate to treat small firms differently
from other employers by allowing a further re-imbursement provision for

very small firms;

(viii) decisions about entitlement to sick-pay should be taken on the basis
of doctors' advice concerning incapacity for work and, as far as possible,
within the rules of sick-pay schemes which are negotiated by the employer

and employees concerned.




e
The Government would welcome comments on these proposals and on the following

questions:~

(i) should there, after the first forinight of sickness, be a higher
minimum rate of sick-pay for employees with dependent children than is

available in general?

(iia how should the normal pay of low earners be defined, and is 75% of

See

-siel=pay an appropriate level for their sick-pay entitlement?

(iii) ought it to be open to sick-pay schemes to seek advice on individuals!
capacity for work from the DHSS Regionzl Medical Service?

(iv) would it be more appropriate for Industrial Tribunals or national
insurance tribunals to resolve disputes between sick-pay schemes and their

members in which statutory entitlement to benefit is at issue?

Comments on these and other matters should be sent to the office of DHSS (Branch
A3) at Room 4516, Alexander Fleming House, Elephant and Castle, london SE1 6BY.
It would be helpful if they could be received by 30 September 1980.
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THE PRIME MINISTER b 30 July 1980
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Dear Mr. Brown,

Thank you for your letter of 15 July with which you
-enclosed one from the Scottish Action Office of the
National Federation of Self Employed and Small Businesses,
about the Q?Oposals for a statutory sick pay scheme.

—

The Government remains firmly committed to promoting
small businesses, and a number of measures have already
been introduced in the fields of taxaiion, accounting and
employment protection to help them in a practical way.

There are, howaver, very good reasons why we are

anxious to put forward these proposals now. First, they

will result in the majority of payments made during sickness
becoming taxable. This will, in turn, make the job of taxinz
other incapacity benefits that much more feasible in the next
few years. Taxing benefits is an essential part of the
Government's policy on incentives, and it is quite unacceptable

that someone should get more out of being off work than in it.

Second, the scheme will reduce public ex»enditure by some
€400 million. This will make a very worthwhile contribution
to the achievement of the Government's aim of substantially
reducing public expenditure - essential if the rate of
inflation is to be brought down, interest rates cut, and
incentives restored so that people can appreciate in real
terms the benefits of hard work. L Social Security expenditure
is very high, too high for the country to afford at present,

and the -Green Paper proposals are one way of cutting it. That

/strong




strong economy.

Third, the Goéernment expects a saving of about 5,000

civil servants posts to result from the scheme, many of

which are concerned with doinghjobs that private industry

has already accepted as appropriise to them. As the Green

Paper points out, a large and evidently gfowing sector of the
business world is now providing income during sickness foz?
employees. Some employers apparently find the complexities

of juggling with two inter-related schemes operating side

by side time-consuming and wasteful; they would prefer to do

the whole job themselves. The tasks of central Government must
be reduced, and such duplication of effort avoided. Streamliniﬁg
the system- is essential.

We are mindful, nevertheless, of the difficulties some
employers - particularly the smaller ones - may face, and the
Green Paper pays close attention both to their needs and to
theléktent of the help to be made available to them. We
propose to ease their lot in two principal ways: by
underwriting their increased wage bill costs as a group
through a measure of reimbursement, and by keeping the eventual
scheme as simple as possible to understand anrd operate. These
are areas in which we are seeking the views of those most

closely concerned.

The Greer Paper coniains many talking points, and we intend
to weigh very carefully the reactions of all sections of the
community before putting forward legislation. The views and
comments being collected by the Department of Health and Social
Security will all contribute towards the overall picture
beginning to emerge from the vital consultation state of these
proposals. I have asked them to note those of the Scottish

Action Office.

Yours sincerely,

MT

e
Ron Bri.gm, Esq., M.P.
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Ms Petra Laidlaw %32
Private Secretary to F i

the Chancellor of the Duchy 25 IMarch 1980
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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.

I weuld oto(:m ‘w-u«u? cua?' omameeuTs o g Qlephonz .

Yours sincerely
: , é
J\QLEC!L\ WA -
: o<t

M KERIN

Pwal Socretan, to Ha
Maisler for Sociad Sacrrid;




. CONFIDENTTAL

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.
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percentage this was of the total of such
dismissals.

Dr. Vaughan : This information is not
available centrally. Health authorities
are not obliged to report to the Depart-
ment the outcome of any disciplinary
investigations.

Sickness Henefit Changes

Mr. Chapman asked the Secretary of
State for Social Services if he has any
plans to change the sickness benefit
scheme.

Mr. Patvick Jenkin: I intend to pub-
lish a Green Paper in the spring of next
year setting out the Government’s pro-
posals for the payment of sick pay by
employers.

Over 80 per cent. of all employees have
some cover for sickness from their em-
ployers. In a large number of schemes,
sick pay is made up either of full wages
or of full wages less nafional insurance
benefit. In cither case, since national

insurance sickness benefit is not taxable,
employees can be better off sick than in
work and this does not seem very sensible.

I am therefore considering proposals
for legislation to place a duty on employ-
ers to pay an amount of sick pay roughly
equating to the average at present paid by
way of national insurance sickness benefit.
Such sick pay would be taxable. Employ-
ers’ liability would be limited to the first
eight weeks of sickness in any tax year.
The proposed scheme would apply to all
employvers and would cover all employees
except those with earnings below the
lower earnings limit for national insurance
cover and those who have opted out of
national imsurance cover. As part of the
reform, 1 shall propose that employers
should not be required to pay sick pay for
the first three days of a spell of incapa-
city. In addition, separate spells of three
days or less would not be linked for sick
pay purposes. Thus, only if sickness lasts
for four consecutive days or more would
sick pay be a statutory requirement. A
similar change in the rules would apply
to those entitled to national insurance
cover. Employers will of course remain
free to retain or introduce arrangements
which go beyond the proposed statutory
minimum.

For employees whose sickness in any
tax year excceds ecight weeks and for

oy
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those not covered by the scheme, national
insurance sickness benefit will be avail-
able subject to the contribution condi-
tions. The national insurance scheme will
continue to provide sickness benefit for
the self-employed and for others who have
no employer. People receiving invalidity
benefit will continue to do so as long as
they qualify.

Employers would be compensated for
the increased cost involved mainly by a
reduction in their national insurance con-
tribution liability. Consideration will be
given to the problems which may face
very small firms,

The Government will take full account
of any representations made during the
period of consultation following the pub-
lication of the Green Paper before final
decisions are taken.

EMPLOYMENT

Accidents and Dangerous
Occurrences
Mr. Cryer asked the Secretary of State
for Employment if he will make regula-
tions which will impose a duty on all
employers to notify certain accidents and
dangerous occurrences.

Mr. Mayhew : Following the publica-
tion of a consultative document carlier
this year and in the light of comments
received. thg Health and Safety Com-
mission is shortly to consider proposals
for regulations which would require that
accidents which involve fatal and major
injury, and those which involve absence
from work for more than three dayvs. will
be required to be notified to the relevant
enforcing authority. The proposals
include a schedule of dangerous occur-
rences which would be notifiable.

Prohibition and Improvement Notices

Mr. Greville Janner asked the Secretary
of State for Employment how many pro-
hibition and how many improvement
notices have been served in each of the
six month pertods since such notices be-
came available ; how many prosccutions
have resulted from failure to comply
therewith ; and how many and what per-
centage of such prosecution has resulted
in eonvietions.

Mer. Mayhew : The chairman of the
Health and Safety Commission informs
me that the information is not available
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in all the detail requested. He has given me the figures in the tables below.
HEALTH AND SAFETY ENFORCEMENT NOTICES ISSUED

1975—
January-June
July-December

Not separately di%liné:.i_;iv.hcd" \

TorAL

1976—
January-June
July-December

Not separately distinéﬁishcd

ToTtAL

1977—
January-June
July-December

Not separately disljnigﬂi.»:hcdm

ToTtAL
1978
January-June
July-December
TorAL

1979—
January-June .

Note: No information by half year is available for enforcement notices issued by the agricultural

Prohibition

934
1,275
241

2,450

1,279
915
340

2,534

1,354
1,312
464

3,130

1,777
1,643

3,420

1,931

inspectorate in 1975 or by local authorities before 1978,

Prosecutions* By HSC ENFORCEMENT AUTHORITIES FOR NON-COMPLIANCE WITH NOTICES, BY DATE OF
CoMPLETION OF HEARING

Number of Informations ...
Convictions—

Numbert

Percentage

Number of Informations ...
Convictions—

Numbert

Percentage

Number of Informations ...
Convictions—

Number?t

Percentage

Number of Informations ...
Convictions—

Numbert

Percentage

Number of Informations ...
Convictions—

Numberf

Percentage

# Prosecutions taken in any one year include cases where the original enforcement notice was issued
in the previous year. Notices were not issued before 1975. The table excludes information on local
authority prosecutions, details of which are not available. Apart from figures for 1979 up to the end
of October no information is avail

+ In addition, prosecutions rel

16 Q 42

able for peri

1975

Prohibition
8

8
. 100
1976
Prohibition
7

7
100

1977
Prohibition
12

11
92

91
f?rohfbf‘ tion
4

4
2 5 100
1979 (January-October)
Prohibition
6

6
100

Improvement
1,767
2,422

960

5,149

2,662
2,340
2,497

7,499

2,947
3,286
3,020
9,253
6,110
6,048

12,158

6,538

Improvement
35

34
97

Improvement
84

78
93

Improvement
110

105
95

Improvement
113

113
100

Improvement
99

99
100

ods less than calendar years.
lating to 1 notice in 1975, 5 in 1976 and 4 in 1977 were withdrawn.

Total

2,701
3,697
1,201

7,599

3.941
3,255
2,837

10,033

4,301
4,598
3,484

12,383

7,887
7,691

15,578

8,469

Total
43

42
98

Total
91

85
93

Total
122

116
95

Total
117

117
100

Total
105

105
100




10 DOWNING STREET

From the Private Secretary 17 December 1979

The Prime Minister has seen your letter
to me of 14 December, about employers' statutory
sick pay.

She is content that your Secretary of
State should reply to an arranged Question as
in the draft enclosed with your letter.

I am sending copies of this letter to
Richard Prescott (Paymaster General's Office),
John Stevens (Chancellor of the Duchy of
Lancaster's Office) and Murdo Maclean (Chief
Whip's Office).

MJ A, o A '_f"f'l_f SON

Wi

B.C. Merkel, Esq.,
Department of Health and Social Security,
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EMPLOYERS STATUTORY SICK PAY

At H Compfittee on 11 December we were given clearance to
continue work on the preparation of a Green Paper and also
to announce the Government's broad plans in reply to an
arranged Question on 17 December.

My Secretary of State is proposing to reply to the Question
as in the attached draft. I would be grateful for your
confirmation that the Prime Minister is content with the
proposed reply.

I am copying this to Richard Prescott in the Paymaster
General's Office, John Stevens in the Chancellor of the Duchy's
Office and Murdo MacLean in the Chief Whip's office.

A
P _
f()t¢wva \“'\h?\

B C MERKEL
Private Secretary




DRAFT PQ REPLY

Q. To ask.the Secretary of State for Social Services if he has any plans to
change the sickness benefit scheme? :

I intend to publish a Green Paper in the spring of next year setting out

the Government's proposals for the payment of sick pay by employers.

p—

Over 80 per cent of all employees have some cover for sickness from their

—

employers. In a large number of schemes sick pay is made up either of full
—————

wages or of full wages less National Insurance Benefit. In either case,
since National Insurance Sickness Benefit is not taxable, employees can

be better off sick than in work and this does not seem very sensible.

I am therefore considering proposals for legislation to place a duty on
employers to pay an amount of sick pay roughly equating to the average

at present paid by way of National Insurance Sickness Benefit. Such sick .
pay would be taxable. Employers' liability would be limited to the first
eight weeks of sickness in any tax year. The proposed scheme would apply

to all employers and would cover all employees except those with earnings
below the lower earnings limit for National Insurance cover and those who
have opted out of National Insurance cover. As part of the reform, I will

propose that employers should not be required to pay sick pay for the first
three days of a spell of incapacity. In addition, separate spells of three

days or less would not be linked for sick pay purposes. Thus, only if sickness
lasts for four consecutive days or more would sick pay be a statutory
requirement, A similar change in the rules would apply to those

entitled to Nationai Insurance cover. Employers will of course remain free

to retain or introduce arrangements which go beyond the proposed statutory .

minimum,

For employees whose sickness in any tax year exceeds eight weeks and for -
those not covered by the' scheme, National Insurance Sickness Benefit will'"
be available subject to the contribution conditions. The National Insurance
Scheme will continue to provide sickness benefit for the self-employed and
for others who have no employer. People receiving invalidity benefit will::

continue to do so as long as they qualify.




Employers would be compensated for the increased cost involved mainly
by a reduction in their National Insurance contribution liability.
Consideration will be given to the problems which may face very small

firms.

The Government will take full account of any representations made during

the period of consultation following the publication of the Green Paper

before final decisions are taken.
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