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New Tax Credits: still a lot of work to be done, says IoD

Plans to introduce new tax credits could leave many small businesses unable to cope with the administrative burden, a report out today claimed. The Government was urged to reconsider a number of proposals well in advance of the 2003 start date for the new tax regime. The potential pitfalls are highlighted in the Institute of Directors' latest account of mounting red tape on business.

Richard Baron, Deputy Head of the Policy Unit at the IoD, said:

"Employers have reluctantly taken on the burden of delivering the working families tax credit through the payroll. In 2003, only three years after payroll delivery started, the system will change. Many of the changes to be made are helpful to businesses, but there is still a great deal of work to be done. It needs to be done quickly, because employers will be faced with some big systems changes.

"Childless employees will get tax credits for the first time. This means that many small employers will be brought into the system for the first time. They will face a steep learning curve. The more warning they can get of their task, the better.

"Awards of new tax credits will run for 12 months, rather than six. This will cut down on the notifications to employers to start paying awards, but it will mean changes mid-year to take account of changes to employees’ circumstances. These mid-year changes will be a real hassle for employers. They should be handled by changing the child credit payments made directly by the Revenue, instead of changing the amounts paid by employers.

"Finally, it still does not look as though it will be possible to use PAYE codes to deliver tax credits, even if awards run for tax years. But the administrative saving from using PAYE codes would be so great that it would be worth changing the coding system to allow this."
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Contact Points:

Richard Baron, Deputy Head of the Policy Unit, tel: 020 7451 3212 

 pager: 07669 101473; home: 020 7833 0420 

Ruth Lea, Head of the Policy Unit, tel: 020 7451 3291; pager: 07626 241749

        home: 020 8346 3482

Steve Reardon, Director of Communications, tel: 020 7451 3263

mobile and out of hours: 07881 626330 

Richard Taylor, Press Officer, tel: 020 7451 3264 

mobile and out of hours: 0421 734886
Notes to Editors:

The Institute of Directors is a non-political organisation with some 68,000 members world-wide, 54,000 in the UK, whose aim is to help directors to fulfil their leadership responsibilities in creating wealth for the benefit of business and society as a whole. To this end the IoD provides an effective voice to represent the interests of its members to government and opinion-formers, and to bring the experience of business leaders to bear on the conduct of public affairs.

