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IS THE CHANCELLOR REALLY HELPING SMALLER BUSINESSES?
There was some light relief for smaller businesses in the Chancellor's latest Budget, widely seen as mercifully dull and limited in its tinkering effect, but a lot more could have been proposed to encourage the sector.
 

This was the Chancellor, after all, who has been spurring the new spirit of entrepreneurialism, welcoming the hundreds of thousands of new businesses starting up every year, but rarely referring to the many forced to give up one year, two years or three years later, defeated by the proliferation of red tape and still more regulations.
 

Can massive cuts in the Civil Service and merging the Inland Revenue and Customs & Excise ease the pressures on SMEs?   "I am pleased that the Chancellor has decided that the Civil Service has too many employees and is looking at various departments for efficiency savings," Helen Phillips, President of the UK200Group, said after the Budget.  "But I am left wondering whether the SME sector will have to pick up the slack by having to give still more information or collect more taxes on behalf of the Government."
 

The Chancellor giveth and the Chancellor taketh.   Small traders who have been incorporating their businesses in order to benefit from lower corporation tax will find much of the benefit removed from April 1st when such businesses with profits below £50,000 will face a minimum tax of l9 per cent on any dividends paid.  Will these businesses now have to consider disincorporating?
 

"I am worried by a Chancellor who, in 2002, gave the very small company a tax break, and now two years later takes it away," says the UK200Group's Helen Phillips.   "It shows that he did not think through in enough depth the implications of measures he took in 2002.  How many other changes is he now having to re-think, and at what legislative and administrative burden to the country as a whole?"
 

There is some relief for smaller businesses in the increase from 40 to 50 per cent investment allowance for capital expenditure and for businesses with a turnover below £50,000 who will no longer have to register for VAT.
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