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THE STATUTORY SICK PAY (GENERAL) (AMENDMENT) REGULATIONS (NORTHERN IRELAND) 2008
REGULATORY IMPACT ASSESSMENT

The costs and savings outlined in this Regulatory Impact Assessment are calculated on a United Kingdom-wide basis.

Background

Statutory Sick Pay provides a measure of earnings replacement for employees unable to work because of short-term sickness. Statutory Sick Pay is administered and paid for by employers, who have a statutory liability to pay Statutory Sick Pay for up to 28 weeks to any employee who is incapable of work under their contract of service for four or more days in a row and who satisfies the qualifying conditions.

Current regulations

The Statutory Sick Pay (General) Regulations (Northern Ireland) 1982 set out the requirements for employers to provide information on Statutory Sick Pay for benefit purposes and for determing whether an employee's maximum entilement to Statutory Sick Pay has been reached.
Currently, employers are required to provide information on:

· First date of sickness;
· Last date for which Statutory Sick Pay was paid;
· Number of weeks and days Statutory Sick Pay was paid for;
· The qualifying days for Statutory Sick Pay;
· If there were several linking spells of Statutory Sick Pay, details of the linking spells;
· The reason why payment of Statutory Sick Pay ended; and
· If Statutory Sick Pay has not been paid, the reason why.
Proposed changes
The introduction of Employment and Support Allowance, replacing incapacity benefits for new claimants from 27 October 2008, will reduce the amount of detailed information required about Statutory Sick Pay for benefit purposes. The only information that employers will be required to provide is:

· Last date for which Statutory Sick Pay was paid; 

· The reason why payment of Statutory Sick Pay ended; and
· If Statutory Sick Pay has not been paid, the reason why.
Accordingly, these amending regulations make provision for a reduction in the amount of information an employer has to supply when Statutory Sick Pay ends or is not payable.
Opportunity is also being taken to remove the little used requirement for employers to provide former employees with Statutory Sick Pay information to enable new employers to calculate an employee’s maximum entitlement to Statutory Sick Pay.

Reason for proposed changes

A major review of Statutory Sick Pay began in November 2006 to look at the degree and nature of the problems Statutory Sick Pay causes for employers and the protection it provides for employees.
The Statutory Sick Pay review working group established that the introduction of Employment and Support Allowance offers significant scope for a reduction in the information employers are obliged to provide about Statutory Sick Pay.
Entitlement to contributory Employment and Support Allowance and the rate of payment will not depend on the length of a period of sickness. All claimants will receive the same amount of benefit during an initial assessment phase. As a result, some of the information that is currently supplied will no longer be necessary.
Options

In considering the case for change the review working group looked at both radical change (replacement with a new scheme) and minor change (adjustment of the existing scheme). Radical reform of Statutory Sick Pay would be acceptable only if it could deliver real simplification benefits for business whilst maintaining employee rights. The outcome of the review had to maintain the rights of employees while imposing little or no additional cost on employers or the public sector. It was not therefore possible to devise a significantly altered or replacement scheme. While Statutory Sick Pay is no doubt a burden, especially to small employers and more generally within payroll departments, it does not top the list of employers’ complaints about burdens. Therefore the consensus was that the current scheme achieves a careful balance between benefits for employers and employees. The arguments for disturbing that balance were not strong enough to warrant major change.
Employers do find administering Statutory Sick Pay complex, especially the record-keeping requirements which they find cumbersome. Adjustments to the existing scheme could address this to some extent while continuing to meet policy requirements regarding sickness absence. Representatives of both small and larger employers would like to see a reduction in the record keeping associated with Statutory Sick Pay.

Financial Consequences

Reduction of information provided on Statutory Sick Pay by employers for benefit purposes

The Admin Burdens Measurement Exercise in 2005/2006 used the Standard Cost Model methodology to look at the administrative burdens of government regulation.

The total administrative burden of complying with the provision of information requirements for benefit purposes, as set out in regulation 15(1), (3)(a) and (4)(a) of the Statutory Sick Pay (General) Regulations (Northern Ireland) 1982 and the corresponding Great Britain Regulations, was estimated to be £2.945 million.

The amending regulations will continue to require employers to provide employees with information regarding Statutory Sick Pay for benefit purposes. However, employers will no longer need to provide complex information on Statutory Sick Pay. The only requirement will be to provide information on:

· Whether or not Statutory Sick Pay has been paid;

· If Statutory Sick Pay has not been paid, the reason for non payment; and
· If Statutory Sick Pay has been paid, the reason for ending payment and the last date for which Statutory Sick Pay is payable.

It is estimated that the amount of information employers will be required to provide will be reduced by 80%. Thus the amending regulations will reduce administrative burdens by £2.356 million.
Removal of information provided by a previous employer for a new employer in determining maximum entitlement to Statutory Sick Pay
The requirement for an employer to provide a former employee with a statement giving information about a recent spell of sickness, to enable a new employer to calculate the employee’s maximum entitlement to Statutory Sick Pay, does not recognise the reality that employees generally do not wish to advertise a previous sickness record to a new employer. This statement is only issued if the former employee requests it.

The review concluded that this provision is little used, adds unnecessary complexity to the current scheme and should be removed. An employee’s entitlement to Statutory Sick Pay from their new employer will be unaffected, except in so far as under the proposed change the new employer would be required to pay up to a maximum of 28 weeks Statutory Sick Pay, rather than any balance of 28 weeks after taking into account Statutory Sick Pay paid by the former employer.
These information requirements are set out in regulations 3A and 15A of the Statutory Sick Pay (General) Regulations (Northern Ireland) 1982 and the corresponding Great Britain Regulations. The administrative burden of complying with these regulations was estimated to be £1.632 million.

Revoking these regulations will remove the requirement for:

· Employers to produce a statement, if requested by the employee, detailing any Statutory Sick Pay paid prior to employment ending; and
· New employers to link any previous spells of Statutory Sick Pay paid by a previous employer, to determine an employee’s maximum entitlement to Statutory Sick Pay.
Thus removing this requirement completely will reduce administrative burdens by £1.632 million.
Impact on employers

The total administrative burden reduction resulting from these changes is estimated to be £3.988 million.

Simplifying the SSP1 form by reducing the information provided by employers on Statutory Sick Pay for benefit purposes could reduce the number of errors in completion by employers. Social Security Agency processing staff will be less likely to need to query possible discrepancies with employers, thus saving employers’ and public sector time.

In addition removing the requirement for a previous employer to provide a statement of any Statutory Sick Pay paid to a former employee will remove the need for a new employer to consider whether such Statutory Sick Pay paid would count towards the employee’s maximum entitlement to Statutory Sick Pay. Employer groups advise that employers are willing to bear the costs of any additional payments of Statutory Sick Pay resulting from this change as they believe it will be cost negative overall. Any additional Statutory Sick Pay expenditure will be more than compensated for by administrative savings that result from not having to consider previous sickness details for new employees or having to complete a statement of Statutory Sick Pay paid if the employee requests it when leaving employment.

Impact on employees

There is no significant impact on employees from these proposals. However, reducing the information provided by employers on Statutory Sick Pay for benefit purposes could reduce the time it takes to process an employee’s claim for benefit. In addition, employees will no longer need to be concerned that they have to inform their new employer about any previous spells of sickness with a former employer.
Impact on public sector
As described above, reducing the information about Statutory Sick Pay provided by employers for benefit purposes should reduce the time it takes the Social Security Agency staff to assess a benefit claim.

Responsibility for Statutory Sick Pay compliance and operation rests with Her Majesty’s Revenue and Customs. Removal of these regulatory burdens on employers will reduce some of the record keeping currently required and may reduce the number of enquiries made to Her Majesty’s Revenue and Customs about Statutory Sick Pay. There will be one-off guidance costs to publicise the changes. Overall cost impacts for Her Majesty’s Revenue and Customs are expected to be minimal.
Consultation

These proposals stem from the Statutory Sick Pay review working group which was set up to review the Statutory Sick Pay scheme. Membership of the group included representatives from employer and employee organisations, including the Confederation of British Industry, the Disability Rights Commission, the Forum for Private Business, the Federation of Small Businesses, the Institute of Directors, the Institute of Payroll Professionals, the Trades Union Congress, the Chartered Institute of Personnel and Development and Disability Alliance. Members of the group also consulted widely with their membership before drawing up the recommendations.

Small Business Impact Test
These amendments impact equally on both small and large businesses. It might be argued that savings for small businesses are greater as they are less likely to have automated systems or dedicated staff to deal with Statutory Sick Pay matters.
Small businesses were represented on the working group by the Confederation of British Industry, the Forum of Private Business, the Federation of Small Businesses and the Department for Business Enterprise and Regulatory Reform’s Small Business Team. The proposals were widely circulated by these representatives to their members for their views who were very supportive of the proposals and no adverse issues were raised.

Micro Business Impact Test

As with small businesses, it might be argued that savings for micro businesses are greater as they are less likely to have automated systems or dedicated staff to deal with Statutory Sick Pay matters.
Competition Assessment

The proposals do not affect competitiveness between companies.

Enforcement and sanctions
Responsibility for Statutory Sick Pay compliance and operation rests with Her Majesty’s Revenue and Customs. Employers and payroll representatives have been informed of the amendments by Her Majesty’s Revenue and Customs and guidance has been published in the Employer Helpbook. Further information will be provided via Employer Bulletins, Employer Talks and via Her Majesty’s Revenue and Customs web pages. In addition, Her Majesty’s Revenue and Customs’ Employer Helpline staff will be provided with a written brief to enable them to answer employers’ questions on how the changes affect them.

Summary
The Statutory Sick Pay (General) (Amendment) Regulations (Northern Ireland) 2008 make provision for the reduction in the amount of information employers must provide about Statutory Sick Pay for social security benefit purposes. They also remove the requirement for employers to provide information about Statutory Sick Pay paid to employees who are leaving their employment. This information will no longer be used by a new employer to calculate the maximum entitlement to Statutory Sick Pay during a subsequent period of sickness.
These provisions will reduce the administrative burden on business by approximately £4 million.

Declaration

I have read the Regulatory Impact Assessment and I am satisfied that the benefits justify the costs.

Signed for the Department for Social Development
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John O’Neill

22 August 2008
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