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SPECIFICATION OF REQUIREMENTS

1. Introduction
1.1. HM Revenue & Customs (HMRC) wishes to commission a supplier from the DWP/HMRC social and economic research framework to undertake research into the awareness and understanding of the current system of pensions tax relief and reactions to different options for reform.
1.2. This research will seek to explore individuals’ and employers’ understanding of and behavioural responses to the current system of pensions tax relief and help design and test reactions to different potential options for reform. 
1.3. HMRC intends for this contract to be in place by September 2015 with final outputs delivered by March 2016.
1.4. HMRC will maintain the overall management of the project.

1.5. The contract will be awarded to the organisation deemed to best meet HMRC’s requirements and provide best value for money. Assessment will be based on the factors included in section 12.
2. Context
2.1. During the last Parliament, the government responded to the changing shape of our society and the challenges posed by increased longevity through several reforms to pensions. These included the introduction of the new State Pension, pensions flexibility and automatic enrolment. 
2.2. In the private sector, employers are now less likely to offer a defined benefit pension scheme to new employees and instead are frequently turning to defined contribution pensions. This has changed the way that the pensions industry is structured and consumer expectations of how pensions should be provided. Similarly, the last government recognised the need to limit the cost to taxpayers of continuing to provide final salary defined benefit pensions for the public sector and in April 2015 introduced new career-average schemes, which share the costs of pension provision more fairly between members, employers and taxpayers.
2.3. Increasing longevity and changes in pension provision therefore provide the context for considering whether there is a case for reforming pension tax relief.  In order to incentivise long term saving, the government provides tax incentives for both individuals and employers to save into pensions. The principle of the current system is that contributions to pensions are exempt from tax when they are made, but taxed when they are paid out to the individual. The current structure of the system can therefore broadly be characterised as “Exempt-Exempt-Taxed” (EET). However, the gross cost of pension tax relief is significant. Including relief on both income tax and National Insurance contributions, the government forwent nearly £50 billion in 2013-14.
2.4. At Summer Budget 2015, the Government published a consultation on whether and how to undertake a wider reform the system of pensions tax relief. 
The principles the government believes any reform considered as a result of the consultation should meet are:

· It should be simple and transparent

· It should allow individuals to take responsibility for ensuring they have adequate savings for retirement. 
· It should build on the early success of automatic enrolment in encouraging new people to save more

· It should be sustainable, in line with the government’s long-term fiscal strategy.
Further details on the consultation, including specific questions are available at: https://www.gov.uk/government/consultations/strengthening-the-incentive-to-save-a-consultation-on-pensions-tax-relief
3. Research Aims & Objectives
3.1. This research will make an important contribution to future government policies targeting pension tax relief. There are two main research objectives:

· Explore individuals’ and employers’ awareness and understanding of the current pension tax relief system, and associated savings behaviours
· Understand how individuals and employers respond to different packages of government support for saving into retirement (including the status quo)

3.2. The following are more detailed research questions to be answered:
Individuals (note that this is likely to focus on individuals aged 16-55, exact composition to be discussed with the successful bidder)
Saving into pension behaviour
· Do individuals currently save into a pension?
· If not, what is the reason for this?
· If yes, (do they know) how much do they save into a pension?

· Is there anything which would motivate/enable individuals to save (more) into a pension?
· Do individuals have a rough idea of how much they need to save e.g. as a proportion of their salary, or over their lifetime, to achieve a certain income during retirement? What other factors influence your decision to save into a pension (including demographics)?
· Who influences individuals when making decisions about pension savings/where do they go for information/advice?
Awareness/understanding and effect on behaviour of the current system 
· Are individuals aware of the current system of pensions tax relief? 
· Do individuals understand the current system? (E.g. do they understand that the Government gives them up-front tax relief on contributions; that they would need to pay tax on their pension when they retire; that they get the option of a 25% tax-free lump sum in retirement?)
· (For occupational pensions) do individuals understand what employer contributions are, and how much they are getting? Does this influence how much individuals contribute?
· If individuals do not understand the current system of pensions tax relief, what are the reasons for this? What would make it easier to engage with pension saving?
· What impact does the current system have on decisions to save for retirement?
· What do they think are the benefits/drawbacks of the current system (if any)?

· Do demographic factors affect understanding and perception of the current system?
Understanding and reactions of the new options for reform
For each option for reform (up to a maximum of 4 options), including maintaining the current system, with no or small changes (once explained):

· Do individuals understand the option proposed?

· If they do not understand the option, what are the reasons for this/which aspects are specifically difficult to understand?

· Would this option affect their intentions to save, and if so, how? 
Example:
· Would it make people more/less likely to save into a pension
· Would it affect the amount they would save into a pension?
· How does saving behaviour change according to the way options are communicated?

· Do individuals see any advantages/drawbacks to the options proposed?
Employers (note that this is likely to focus on small and mid-sized employers (under 250 employees), exact composition to be discussed with the successful bidder)

Awareness/understanding and effect of the current system

· Are employers aware of the current system of pensions tax relief? 
· Do employers understand the current system?
· If employers do not understand the current system, what are the reasons for this?
· How does the current system and their understanding of it affect their decision to contribute to pension funds?
· Is tax more important a consideration than National Insurance contributions (or vice versa)? If so, why?
· What would cause employers to increase/decrease pension contribution amounts? 
· How are these decisions dealt with in their business?
· What other factors influence these decisions? 
· What do they think are the benefits/drawbacks to the current system (if any)?
Understanding and reaction of the new options for reform
For each option for reform (up to a maximum of 4 options), including maintaining the current system, with no or small changes (once explained):

· Do employers understand the option proposed?
· If they don’t understand the option what is the reason for this?

· How do they evaluate the option?
· Would this option affect their intentions to contribute to pension funds? How and why?
· Do these decisions change according to the way options are communicated, and if so how?
· Do employers see any advantages/drawbacks to the options proposed?
4. Methodology & Scope
4.1. HMRC envisages a two-phase approach for this research using a mixed method approach. We wish to include individuals and employers (SMEs) in both phases of this research. We have set out the method and scope, and sampling approach for each of the phases separately.
Phase one: Qualitative research 
Methodology and scope

4.2. Qualitative research likely to be in the form of interviews or focus groups which will focus on a) exploring respondents’ understanding of the current system of pensions tax relief and elements that influence it, and how this relates to their behaviours b) develop and refine alternative options for reform and alternative ways of presenting them (including the current system).
4.3. The qualitative research will be run first to allow us to explore understanding and initial responses to the broader options and consideration points set out in the consultation. Tenderers are invited to suggest what qualitative method would be the most appropriate approach for this phase of the research.
Quantitative material development

4.4. The contractors will need to develop the materials for the qualitative research, with HMRC input and we invite contractors to set out how they will go about this within the tight timescales for this project.

Sampling approach

4.5. The research will include both individuals and employers (SMEs). Depending on the approach tenderers need to provide clear detail on their approach, sample size and costing for this. For example, if interviews are the suggested method then tenderers need to provide details on how many interviews are sufficient to achieve the objectives of the research, the length of the interview envisaged, and the cost per individual interview.
Sample source

4.6. HMRC will not be providing the sample for this work. Tenderers should provide details of their proposed sample frame for this work and include this clearly in their costing. Tenderers should also provide information about the time constraints of securing delivery of this sample. 
Other demographics/variables of interest

4.7. The sample will include individuals (16-55 year olds) and employers (SMEs). HMRC would like to include individuals from a range of earning levels e.g. non-taxpayers, basic rate, higher rate, additional rate. HMRC would like to include individuals who currently save into a pension as well as those who do not, and of those who currently have a pension we would like there to be a mix of Defined Benefit pension savers and Defined Contribution pension savers. 
Opt-out letter

4.8. The contractor will need to send an advance letter to individuals and employers selected for the research.
Phase two: Quantitative research (OPTIONAL)

This part of the project may not be required; a decision will be taken in the light of phase 1 and work elsewhere in the programme.
Methodology and scope

4.9. Once the qualitative research has been completed and the consultation responses reviewed we would use these findings to test fewer specific options in the survey (phase 2).
4.10. Phase two will involve follow up quantitative research, we envisage conducting a telephone survey focusing on getting a representative view of awareness, understanding and impact on saving behaviours of selected options. We would review the results from phase one before deciding on a) population to cover (i.e. Individuals only or individuals and SMEs) and b) the exact questions to cover for the survey.
Survey length

4.11. We envisage that the survey length will be approximately 12-15 minutes. It is anticipated that the survey will include mainly closed questions with perhaps one or two open ended questions and costing should be indicative of this.
Questionnaire development
4.12. The contractor will need to develop a high quality questionnaire for the telephone survey, with HMRC input, and we invited contractors to set out how they will go about this within the tight timescales for this project.

Sampling approach
4.13. A random probability sampling approach should be adopted for the survey with:
4.14. Option 1. Individuals. We envisage surveying 1000 individuals by telephone with a representative sample of the population (individuals aged 16-55) however tenderers can propose alternative approaches. 
4.15. Option 2. Individuals and employers (SMEs). We envisage surveying 1,500 individuals and employers (1000 + 500) by telephone with a representative sample of the population (individuals aged 16-55, SMEs below 250 employees) however tenderers can propose alternative approaches.
4.16. Tenderers are invited to provide costing for each option.
4.17. This suggested sample size should be sufficient to dcover sub-groups within the sample with robust base sizes for each sub-group (likely to cover individuals who save in a pension and those who don’t, those on defined benefit and those on defined contribution schemes; in case of option 2, also SMEs who contribute to employees’ pension funds and those who don’t, and SMEs offering different pension schemes), and analyse these sub-groups by key demographic characteristics e.g. age, job status, income status (PAYE/SA taxpayers), different rate taxpayers (Basic rate/Higher rate/Additional rate), SMEs size in case of Option 2. 
4.18. A small pilot run of the survey will also be required and tenderers should outline how we can ensure most value is derived from this. Tenderers should provide information on how much sample they would need to contact in order to achieve the completed number of interviews. 
4.19. Tenders should comment on the trade-off between sample sizes, levels of precision and the timescale of the project, providing a recommended design to meet the milestones with a sufficient fieldwork period for random probability sampling. We are open to alternative approaches to the sample size and structure, and invite contractors to set any suggestions out in their tender.

Sample source
4.20. HMRC will not be providing the sample for this work. Tenderers should provide details of their proposed sample frame for this work and include this clearly in their costing. Tenderers should also provide information about the time constraints of securing delivery of this sample. 
Opt-out letter

4.21. The contractor will need to send an advance letter to individuals and employers selected for the research
5. Timetable
5.1. The estimated overall timetable for the project is set out below.  
	Stage
	Timing
	Action

	Procurement
	2nd September  
	ITT issued

	
	10 September
	Deadline for questions on the ITT

	
	16 September
	Deadline for ITT

	
	w/c 21 September
	Possible interviews with tenders

	
	
	Award contract

	
	w/c 28 September
	Set-up meeting with selected organisation

	Qualitative design
	w/c 28 September
	Develop qualitative research materials and sampling

	
	w/c 5th October
	Recruitment for qualitative work

	Qualitative
fieldwork and analysis 


	w/c 12 October
	Qualitative fieldwork starts 

	
	w/c 19 October
	Interim findings

	
	By end October
	Qualitative fieldwork finishes

	
	Beginning of November
	Qualitative results presentation

	OPTIONAL Survey development
	Beginning of November
	Questionnaire development and piloting

	
	Beginning of November
	Recruitment for Quantitative work

	
	Mid November
	Workshop to discuss and sign off questionnaire with HMRC stakeholders

	OPTIONAL Survey fieldwork
	Mid November 
	Quantitative fieldwork starts

	
	Approx. 14 days after fieldwork
	Interim survey findings 

	
	Mid December
	Quantitative fieldwork finishes

	Analysis and reporting
	By Mid-January
	Presentation drawing qualitative and survey findings together (OPTIONAL)

	
	End January (End November if Qualitative stage only)
	Draft report received

	
	End February (mid-January if Qualitative phase only)
	Final report received


5.2. Tenderers should confirm that they can meet this timetable.

5.3. Please ensure that key project team members will be available for the set-up meeting to be held on w/c 28 September 2015 as detailed above.
6. Length of Contract
6.1. HMRC intends for the contract to be in place in September 2015 and to run until January 2016 (if Phase 1 only) or March 2016 (if both Phase 1 and 2)
7. Outputs (deliverables)
7.1. Interim results for the qualitative research will be required by mid/end October, and as the fieldwork progresses, and there may be further ad hoc requests for progress updates while fieldwork is ongoing. Interim results will be required approximately 14 days after the survey fieldwork starts.
7.2. The deliverables required are:
· A detailed project plan outlining key dates and milestones, clearly indicating any actions for HMRC
· A set-up meeting
· Discussion guides for the qualitative stage
· Interim findings from the qualitative stage to an agreed timetable and top line results shortly after the end of this stage
· A meeting/presentation of findings from the completed qualitative stage and to discuss the quantitative stage (pending go-ahead)
· Development of a questionnaire for the survey and findings from the pilot (pending go-ahead for the second stage)
· A meeting to finalise the questionnaire (if necessary)
· Top line findings from the quantitative research (pending go-ahead for the second stage)
· A complete dataset of results (SPSS) (pending go-ahead for the second stage)
· A final presentation combining qualitative and quantitative findings (pending go ahead for the second stage) to key stakeholders to present the results of the work
· A final publishable report of research findings
8. Project Management and Contract Administration
8.1. Redacted under section 40 of the Freedom of Information Act is HMRC Manager for this project. She will be responsible for the day to day management of the contract. Once the contract has been awarded, all contact with HMRC concerning the project should be made through her. The research organisation will be required to appoint a contract manager who will act as the principal point of contact for the Department.

8.2. The research organisation will be expected to work closely with the HMRC project manager and through her, with internal customers within HMRC throughout the duration of the contract.  She must be kept informed of progress and be involved in key decisions. Proposed changes in project staffing (at all levels) or deviations from the agreed work programme must be discussed and agreed with the project manager in advance.  She is responsible for all decisions that involve funding. 

8.3. In costing your tender you should allow for attendance at a minimum of two meetings (if only Phase 1 goes ahead), or four meetings (in case both Phase 1 and Phase 2 go ahead) in 2015/2016. Meetings are expected to take place at HMRC offices in London, although some may take place at the research organisation’s premises by arrangement. These might include the following:

a. Set-up meeting
b. Presentation of qualitative findings and discussion of the quantitative stage (pending go-ahead)
c. Finalise questionnaire (pending go ahead of second stage)
d. Presentation of results incorporating both qualitative and quantitative research findings (pending go-ahead for the second stage). 
9. Quality and Risk Management 
9.1. Tenderers should include a quality control plan with their proposal, which should demonstrate their internal procedures to assure quality control. In particular, this should include data checks, strategies for achieving a high response rate, management of fieldwork calls, monitoring of interviewer performance, strategies for minimising missing data, processes for ensuring final outputs meet HMRC’s needs.  
9.2. Proposals should also include an assessment of the key risks to this project. This should identify the most significant risks to successful completion of the programme of work, assess the degree of risk (likelihood and impact), set out strategies for minimising these risks and managing the consequences if problems occur. See the separate excel sheet in Annex C as an example of the template HMRC require research contractors to complete.
10. Expertise and Capability
10.1. HMRC acknowledges that considerable resources are required for the successful delivery of this project to time. It is possible that agencies invited to tender have the skills and ability within their organisation to undertake all or part of this work but do not have sufficient resources required to successfully deliver the whole requirement.  We therefore encourage agencies to collaborate with other suppliers to ensure that they are fully capable of undertaking this work.  
10.2. HMRC is looking for suppliers who can demonstrate that their proposed team incorporates those with:

a. Experience of designing and conducting qualitative research

b. Experience of designing and conducting quantitative research in particular knowledge of conducting large scale representative surveys and random probability samples.
c. Experience of conducting research with individuals and employers dealing with financial topics  
10.3. Proposals should summarise the skills and expertise that particular members of staff bring to the team and clearly identify the project manager, with CVs included as an annex. 
10.4. The proposal should specify details of which parts (if any) of the project will be sub-contracted, the name of the sub-contractor who will work on the project, their experience of related research, and their responsibilities within the project. If it is proposed to sub-contract any of the work, the same details as those provided by the tenderer should be given about the qualifications, experience and responsibilities of staff involved along with a description of their respective roles and the management arrangements put in place.  Ultimately, however, the successful contractor will be held to account for the performance of any sub-contractor and needs to demonstrate their confidence to successfully manage sub-contractors.
11. Resourcing and pricing

11.1. Tenderers are invited to propose how they would meet these requirements in the form of a programme of work. Tenderers must include a project plan and time schedule for the work that identifies the main tasks and key milestones that will be used to monitor progress, indicating clearly where HMRC is expected to contribute. The plan should also be accompanied by a resource profile, giving a breakdown of the resources in person days to each task. 
11.2. The proposal must include a firm price offer (excluding VAT) and a breakdown of costs by:
	Activity
	Personnel (level of staff)
	Number of days per team member
	Day rate per team member
	Overheads
	Total

(£)

	Project Management: including initial set-up meeting, regular updates, progress checks and additional meetings
	
	
	
	
	

	Fieldwork
	
	
	
	
	

	Analysis
	
	
	
	
	

	Reporting: including provision of interim findings, writing of final report (inclusive of corrections to draft reports)
	
	
	
	
	

	Incentives (if applicable)
	
	
	
	
	

	Other costs, including administration, travel and subsistence
	
	
	
	
	

	VAT (if applicable)
	
	
	
	
	


Note: Tenders that do not supply a schedule of costs in the format outlined above will not be accepted. Rows/columns can be added to the above table as necessary. Tenders should provide separate costs for phase one and phase two of this project. 
11.3. If the decision not to continue with this project at any stage has additional costs associated, this should be clearly identified and a justification for these costs provided. Any additional costs identified will be subject to negotiation and agreement with HMRC prior to any contract being awarded. 

11.4. Please indicate whether VAT would be payable. This is not a factor in determining which tender is successful, but the information is useful to assist our financial planning.
11.5. HMRC may require additional meetings and presentations to those as itemised in section 8.3 above. Tenderers should supply costs per meeting and presentation.  
12. Tender Evaluation Criteria
12.1. Tenders will be evaluated on best value for money. This will be judged on the basis of assessment of proposals (supplemented where relevant by discussion at interview) against the following quality criteria set against overall cost (excluding VAT). 
12.2. Tenderers should set out their tender according to the following criteria but can add additional sections such as an introduction and summary. Particular attention should be paid to the information requested under each criterion.
a. Addressing Aims & Objectives (20%)
· How well the aims and objectives are addressed;

· The extent to which the tenderer demonstrates an understanding of the context and key issues for the project.
b. Methodology and scope (30%)
· The quality of the proposed approach to the qualitative methodology 
· The quality of the proposed approach to quantitative methodology 
· The quality of the proposed sampling approach and recruitment, for both the qualitative and quantitative stages, including:

· Approach to sampling and weighting procedures

· Strategies to maximise successful contact with sample
· Method to maximise response rates

· Minimising response bias

· Methods to minimise don’t know responses
The quality of the proposed analytical approach, for both the qualitative and quantitative stages                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                      
· The quality of the proposed approach to integrating findings from the qualitative and quantitative elements of the project
· The quality of outputs offered, and the extent to which these meet (or exceed) those requested

c. Project delivery (30%)
· Quality of the project plan 

· Capacity to deliver the project within the required timetable, including capability to provide interim findings during fieldwork 
· Identification of key risks to the project and proposed strategies to mitigate these risks
· Ability to rapidly deliver other specified outputs
d. Team and experience (20%)
· Proposed team composition, management, experience and expertise, in the subject matter and methodology related to the project, plus days input for each team member at each key stage of the project and day rates of each team member.
12.3. Tenders will be evaluated using the scale below.
	Score
	Description

	0
	Totally fails to meet the requirement

	1
	Meets some of the requirement, with limited supporting information

	2
	Meets some of the requirement, with reasonable explanation

	3
	Fully meets the requirement, with detailed explanation/evidence in support

	4
	Exceeds the requirement, with detailed explanation/ evidence in support 


12.4. The contract will be awarded on the basis of an ability to identify and address all key areas and issues relevant to the study. Whilst contract price will be an important consideration, it is only one of a range of important factors affecting any decision to award a contract. HMRC reserve the right not to accept the lowest priced (or any) tender. 

12.5. HMRC will select the successful tendering organisation deemed to best meet the requirement and value for money against the criteria described above. Tendering organisations may be invited to interview by HMRC before the selection is made, with interviews scheduled for w/c 21 September 2015.  Following final selection, any necessary post tender negotiations will be held with the preferred supplier in order to finalise the work programme prior to awarding the contract.
13. Data security and protection
13.1. The successful contractor will be required to submit a security plan before the start of the contract. This will detail your approach to safeguarding confidential information including your company policies for handling sensitive documents and computer files from unauthorised access. 

13.2. If you intend to involve sub contractors at any stage of the project please include details of how you will ensure their compliance with all aspects of the Security Plan.

13.3. The requirement on Data Security is set out at Schedule 5, Appendix 6 of the Framework Call off Terms and Conditions. A Security Plan questionnaire is attached (please see Annex D). 

14. Other Ethical Issues
14.1. To preserve confidentiality and anonymity, details of individual participants in the research must not be included in the analysis and reports.

14.2. Published outputs of statistics will be consistent with statistical disclosure guidelines, as advised by HMRC. 

15. Procurement Transparency 
15.1. HMRC is obliged to publish tender documents for all contracts with a whole life value of over £10,000. It is a condition of bidding for this work that applicants agree to the subsequent publication of the contract once awarded.
15.2. If Bidders believe that any of the information requested is commercially sensitive they should provide such information in a separate letter.
16. Commissioning Conditions
16.1. The DWP/HMRC Research Framework 2013 Terms and Conditions will form the basis of the contractual agreement between the successful tendering organisation and HMRC. 
16.2. The contractual agreement will be subject to the contractor complying with the Official Secrets Acts and related Legislation including Section 18 and 19 of the Commissioners or Revenue and Customs Act 2005.
16.3. HMRC retains the option of whether or not to commission the study, or any element of it.
16.4. Terminating the contract – After phase one of this research project, HMRC reserves the right to terminate the contract, and not to continue with phase two of this project. Tenderers should therefore provide clear and separate costs for both phase one and phase two of this project. HMRC reserves the right to terminate the contract prematurely (for any reason) should this be deemed necessary. In the event that it would become necessary to terminate or adjust the contract, HMRC will cover costs for services provided up to that point. Contractors should not book or schedule fieldwork (for either phase) until written confirmation has been provided by HMRC. Contractors should provide a cancellation policy, including details of charges (if any) should it be necessary to cancel fieldwork.

16.5. Additional contractual information is included in Annex B.

Summary of requirements

16.6. Tenders should include the following information:

· A summary of proposals including a firm price bid (exclusive of VAT) as detailed in Section 11;
· A detailed explanation of proposals to meet the aims and objectives outlined above. This should include details of methodology;

· A detailed timetable for the proposed research for each specific information requirement, taking into account that outlined in Section 5;
· Quality control procedures and risk register as outlined in Section 9 (as annexes);

· Curriculum Vitae of key personnel proposed, their status within the company, area of expertise and details of their individual chargeable day rates;
· Chargeable rates for other personnel proposed. Where these can be identified as groups (e.g. administration, support etc.) then a group rate will suffice;

· Any further costs identified.
16.7. Tenders should not exceed 30 pages (excluding Annexes). Information included after this limit will not be considered under the tender evaluation process.

Queries on this research specification
16.8. Tenderers with any queries about the research specification should contact redacted under section 40 of the Freedom of Information Act in the Department’s KAI Directorate, by e-mail: redacted under section 40 of the Freedom of Information Act. The deadline for queries is 4pm on 10th September 2015.

Information on how and when to return tenders

16.9. Tenderers should provide notification of their intention to submit a proposal by email to redacted under section 40 of the Freedom of Information Act by 4pm on 7th September 2015
16.10. Please read the enclosed Instructions for Tenderers carefully. 
16.11. You should send a PDF or read-only electronic copy of your proposal by e-mail to arrive at the following e-mail address: redacted under section 40 of the Freedom of Information Act no later than 4pm on 16th September 2015 (unless the date is subsequently amended in writing by the Department). No hard copies of the tender are required. 
In summary, tenders should note the following:
	Action
	Deadline
	Contact

	Notify your intention to submit a proposal
	4pm on 7th  September 2015
	Redacted under section 40 of the Freedom of Information Act

	Submit queries on ITT
	4pm on 10th September 2015
	Redacted under section 40 of the Freedom of Information Act

	Submit read only tender via email 
	4pm on 16th September 2015
	Redacted under section 40 of the Freedom of Information Act
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