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Background, previous research, additional reading
Making Tax Digital (MTD) was announced at Budget 2015, with more detailed business specific commitments (MTDfB) announced at Autumn Statement 2015 and in the Roadmap https://www.gov.uk/government/publications/making-tax-digital, published in December 2015.  It is a core element of HMRC’s transformation which seeks to modernise tax administration, deliver greater voluntary compliance and an enhanced customer experience, by integrating tax into day to day business processes, removing the need for an annual return for many business customers.  

MTDfB will change the way businesses interact with HMRC; moving customers away from a paper based/telephone first approach to increasingly digital services. Through the use of third-party developed software/apps, businesses will be able to automate and integrate their record keeping into the day-to-day running of their business.  In doing so, businesses will be able to update HMRC quarterly, getting a more up to date view of the tax they owe, increasing certainty, providing the foundations to flourish and grow.

MTD will require businesses to keep their records digitally and to update HMRC on a quarterly basis. Qualitative research and co-design with small businesses is needed to develop HMRC’s understanding of the reasons for common, simple and tax errors, and how they might be most effectively addressed within MTD design. 

Making Tax Digital Public Consultations
A collection of Making Tax Digital public consultations around specific elements of the Making Tax Digital reforms were published on Gov.uk on 15 August 2016 (including more details on how the requirements for digital record keeping and quarterly updates will work). The consultation period ended on 7th November 2016.  A government response to the consultation will be published in January 2017.
https://www.gov.uk/government/collections/making-tax-digital-consultations
The consultation covered the following areas relevant to this study;
· What functionality would be necessary in a free software product and what types of business should a free software produce /package cater for? 
· What guidance or links to external guidance would businesses find most useful within their software? 
· What prompts and nudges would be most useful to businesses? 



Background: Making Tax Digital for Business (MTDfB)

HMRC's vision is for a personalised service designed around our customers’ specific needs, built on digital tax accounts and making better use of data (including the data HMRC holds). MTDfB will transform HMRC's interaction with customers growing voluntary compliance through the use of digital tools; updating HMRC quarterly rather than completing an annual return, and offering the opportunity to move payment onto a ‘pay as you go’ basis, providing customers with certainty and convenience.

MTDfB will require most business customers (including, self-employed, partnerships, companies and some landlords) to keep their business records digitally and to update HMRC quarterly (or more frequently if they choose) for the following taxes: Business Income Tax, VAT and Corporation Tax.  Through MTDfB, HMRC aims to make tax administration more straightforward and less burdensome for UK businesses by integrating tax into day to day business processes; harnessing the digital tools of today to deliver the tax services of tomorrow.

MTDfB will mean businesses being able to send tax data to us digitally, using the sorts of devices (pc’s, smartphones, tablets) many already use.  Third party software or Apps will link securely into HMRC’s systems, allowing taxpayers to submit data to HMRC more easily and information we already hold will no longer need to be re-supplied. In order to achieve this our policy, products and processes will be simplified and aligned across different taxes.

MTDfB will engender voluntary compliance for businesses.  It will deliver significant tax and customer benefits firstly by a move to digital record keeping; and then secondly through the incorporation of prompts and nudges within the third party software that directly addresses the reporting errors/ carelessness at source (e.g. at point of data entry/update). The digital tools will highlight errors made by customers and prompt for information which otherwise might have been overlooked, providing more certainty for businesses that they are reporting what is required of them and have got their tax right.  

There are two broad categories of error that third party software has potential to address, to include, but not restricted to the incorporation of nudges and prompts.  These are: 

i) Simple errors such as transposition and arithmetic which will be addressed by the keeping records digitally; and
ii) More technical tax errors where customers’ misunderstanding/lack of knowledge/confidence with the tax rules (eg treatment of cars for VAT and/or direct tax purposes) which will be addressed within the software via ‘nudges and prompts’ in the form of targeted guidance.
This research will expand on ongoing research to better understand the underlying reasons for errors to focus on businesses that interact with more than one tax type (VAT and/or Corporation Tax/Income Tax Self-Assessment) to understand customer behaviours and address cross-tax errors, and errors that are particular to more complex businesses such as companies.  

Insight gained from the co-design research will support:

1. Further improve voluntary compliance at source, reducing errors through the provision of effective nudges and prompts to address the underlying behaviours in real, or close to real time
2. An improvement in business customer experience in managing their tax affairs, through the provision of timely, targeted and supportive messages to address  error behaviours and provide customers with, for example, greater clarity on what is required of them through prompts containing targeted guidance and greater reassurance that they are performing the appropriate actions
3. Potentially enhance the role of agents by leveraging their engagement to address potential risks before submission; freeing up their time to focus on business advice.


The focus of this Research Brief

This research will expand on the ongoing error research and focus on businesses that interact with more than one tax type (VAT and/or Corporation Tax/Income Tax Self-Assessment) to understand customer behaviours and address cross-tax errors, and errors that are particular to more complex businesses such as companies.  In particular, the output from this research will be used to understand cross-tax and Corporation Tax (CT) technical issues that occur, informing the design of the software, and co-create prompts and nudges that will effectively address the underlying causes.

Specifically, this research will explore business customers reporting and record keeping behaviours to identify those issues and practices that result in common groupings of errors being made in relation to cross tax and more complex errors.  The research will also explore with those customers how software messages (e.g. targeted guidance) would best be developed and presented to flag, challenge and address in real time those errors without negatively affecting customer experience.  

This qualitative research will be required to also explore in-depth the underlying causes of an initial, prioritised selection of c.5 error types including both simple and technical errors (see i and ii above).  The co-design element (or alternative approach) of the planned study will therefore need to explore the businesses how best to design the prompts and nudges to more effectively address the identified underlying causes.

This brief sets out our requirements for two phases of research:

1) Phase 1: to explore in detail business customers’ reporting and record keeping behaviours to identify those issues and practices that result in common groupings of errors being made in relation to cross tax errors and more complex errors. 
2) Phase 2: To explore with those business customers how software messages (eg targeted guidance) would best be developed and presented to flag, challenge and address in real time those errors identified in phase 1 without negatively affecting customer experience.

We require tenderers to submit bids for both phases of work according to the requirements set out in this Brief.  Please ensure your proposals maintain separation of activities and costs across the two phases.  Both phases must be fully proposed with detailed schedules of activities and costings.

We envisage that the successful tenderer from this commissioning exercise will be awarded a contract for Phases 1 and 2.  However, HMRC may, for any reason, decline to go ahead with Phase 2 and reserves the right to re-tender this phase for whatever reason.  The contractor is to undertake no work on Phase 2 without the prior written permission of the HMRC project manager.  It may become necessary to re-visit certain aspects of Phase 2 following the findings from Phase 1 and changing project contexts.  

Research Objectives
The aim of this research is to continue to inform HMRC’s understanding of the reasons common (simple and technical) errors are made by business customers and inform the design of nudges and prompts embedded in third party software to address effectively the underlying error causing behaviours. Ultimately, this research will expand the current evidence base and explore a second tranche of identified errors (to include cross-tax) and ensure MTDfB is able to promote voluntary compliance closer to real time.
More specifically, the objectives for this research, to be conducted over two separate phases, are to:
Phase 1
· Explore current business reporting behaviours relevant to identified simple and technical tax errors, to include cross-tax e.g. record keeping practices, use of accounting software, level of expertise in accounting and tax, how they currently go about reporting to HMRC, use of agent to finalise the return and check data (where appropriate) 

· Explore and identify customer behaviours and decisions underlying and resulting in the errors.  This will be considered across a range of business types and sectors, where they are most common and costly in tax terms e.g. inadvertent error arising from slip in data entry or memory lapse, rule or knowledge based mistake arising from lack of knowledge or confidence, poor record keeping practices, through to deliberate non-compliance (routine, situational or exceptional)
· Identify where intervention is needed at point of data entry (and potentially on updating HMRC), and how software nudges and prompts might address underlying behaviours and decisions (including, where relevant, how it affects their use of agents in checking data)

Phase 2

· Co-design (or alternative approach) with customers how software prompts and nudges would be best developed and presented (e.g. wording, timing, approach to delivery) to:
· most effectively engage customers to address the causes of errors to reduce the likelihood of those errors being made at the point of reporting and
· enable a positive overall customer experience in using MTD software and minimise any potential negative customer experience impacts (e.g. resulting in disengagement or unintended impacts on contact, trust in the software/HMRC and/or compliance)
· Identify areas where any signposted HMRC guidance would need to be amended in order to maximise the effectiveness of presented nudges and prompts

Proposed Methodology
To address these objectives, this research will be qualitative in nature incorporating a co-design element. It will include two stages reconvened over a short time frame.
Your expertise will be essential here, and we do not wish to be overly prescriptive in defining the methodology.  We expect to work collaboratively with you following the appointment to further develop and agree the best approach to the work.  However, we envisage the following stages and methods.
Stage 1: in-depth interviews. The research will comprise a series of in-depth interviews with an observational element that explores with businesses their current reporting behaviours where cross-tax and more complex errors occur. Based on the limited data available supplemented through external and internal engagement we will aim to identify trade sector specific issues or common groupings of complex cross tax errors that occur. 
It may be challenging to observe actual reporting behaviour within a real life situation, where possible the research design should therefore enable observation as close as possible to small businesses actual record keeping and reporting behaviour to be able to explore unconscious as well as conscious or claimed behaviour that businesses may perceived as desirable.  Your expertise is essential here in how this may be achieved and dealing with any practical and/or privacy issues that may arise.
Stage 2: Co-design mini group discussions. 
Co-design is an approach to design attempting to actively involve all stakeholders (e.g. employees, partners, customers, citizens, end users) in the design process to help ensure the result meets their needs and is usable.  
With this in mind, HMRC would like to actively involve business customers and HMRC staff in the design process for software prompts and nudges.

After initial exploration with businesses around their current reporting behaviours and the reasons underlying their decisions and behaviours leading to, or increasing likelihood of making those errors, participants will be reconvened for a second phase of the research undertaken in mini-group discussions.  The mini-discussions will comprise a co-design element, whereby participants will explore approaches to addressing the factors underlying the errors within software design.  This will include the use of stimuli, including prototypes where available and will explore design principles that customers feel will most effectively help them to avoid making errors within their reporting, whilst not negatively impacting on their experience of using the software.

The research will focus on a number of agreed key error types (4 to 6) not addressed in Phase 1 and include customer groups from a small number of sectors (4 to 5) where such errors are identified as problematic.  The exact errors will be agreed with the successful bidder at the inception phase.  The proposed research approach and costs should therefore focus on exploring business views in relation to the stated number of errors.  

Stimulus
This stage will include the use of stimuli, including early prototypes and possible customer journeys within the software design, where available, and will explore design principles that customers feel will most effectively help them to avoid making errors within their reporting, whilst not negatively impacting on their experience of using the software.  

We expect to work closely and collaboratively with you to develop stimuli that will help prompt discussion and co-design of solutions in a constructive way. 

We will be looking for your recommendations on stimulus considerations in your proposal

Sampling and target Audiences

We expect the winning agency to free-find the sample for this work – please advise on any particular challenges associated with this.

The primary target audience is incorporated and more complex businesses. The research will focus on a small number of agreed error types (up to 5) prioritised following HMRC analysis to include both simple and technical errors.  The research will include customer groups from a small number of sectors (c.4) where such errors are identified from HMRC analysis as problematic.

Within this we would want a good cross-section, where feasible, across the sectors identified of

· Business sector:  include a mix of business sectors, to ensure we have a better understanding of the different needs and factors that my increase the potential for error-making.  We would like to ensure that the majority sample are more complex (larger – but turnover under £10m and fewer than 20 employees) businesses that interact with more than one tax type.
· Taxes engaged with – those in Corporation Tax/Income Tax Self Assessment, as well as those who are also VAT registered.
· Digitally capability – including some who are less digitally confident.
· Use of Agents:  we would like to ensure there is a balance within the sample of those that do and do not use an agent.

While we would like to include some mix of digital confidence and record-keeping practices within the sample, we believe the co-design stage would be more constructive with businesses who do not have substantial barriers to using digital record-keeping tools per se.  We think it is likely that we should separate those customers using Agents for finalising their return from unrepresented customers in any co-design session. 

Geographical location should fall out naturally, due to the spread of business sectors covered. However, the design should ensure a good geographical spread across the country and where feasible a reasonable mix of demographics as relevant to the business sectors sampled

What we need from you – the deliverables

The Proposal
The proposal submitted should include:
· Understanding of the research brief
· A detailed breakdown of your research design including sampling proposals and clear rationale for the methods you propose
· Timetable
· Personnel, including background and experience
· Whether any part of the project will be subcontracted, and if so to whom

The proposal should specify who will be responsible for delivering this project and should provide detail of the input into the project that will be provided by each named person.
We expect to discuss the requirements and the approach in more detail at set up with project team and key stakeholders.

Please let us know on receipt of this brief whether you think there will be any conflict of interest in your submitting a proposal.


Project Deliverables

Interim Deliverables/Requirements
1. A set up meeting with the project team and key stakeholders
2. Detailed implementation plan and timetable for each phase of the research
3. Face to face stimulus development meeting (1 hour)
4. Progress reports to designated HMRC team (weekly) 
5. An opportunity for wider stakeholders to view the co-design groups, where facilities allow
6. Interim findings (in PowerPoint), focussing on the key areas of evidence from Phase 1, with a summary of key findings
7. Face to face presentation of phase 1 findings with HMRC project team
8. Action planning workshop to inform design of material for Phase 2
9. Face to face set up meeting for phase 2

Final Deliverables 

1. Face to face presentation of the findings at HMRC’s London Office (100 Parliament Street) in PowerPoint), plus Q&A session
2. Full report (slide pack) for internal use with a summary of key findings up front.  This should document analysis, findings and insights in an engaging manner with supporting quotes, providing clear recommendations for future action and implementation (approx. 40-50 slides)
3. Publication report suitable for publishing on gov.uk (c10 pages in MS Word format) to a set publication template to be provided
4. A one page, engaging, standalone summary of the research including key findings and insights which can be circulated to stakeholders and published on our internal Customer Zone.

Our project timeline 
The timings below are an estimate and will be reviewed and agreed with the successful bidder at the Set-Up Meeting.
	Brief Sent out 
	Thursday 24th Nov 2016

	Proposal returned to HMRC
	5pm Monday 12th Dec 2016

	HMRC assess proposals
	w/c 12th Dec 2016

	Contract awarded to successful bidder
	By 10thJan 2017

	Project set up meeting
	12th  Jan 2017

	Design of Phase 1 fieldwork materials & Approval
	Monday 16th Jan to Thursday 26th Jan 2017

	Phase 1 qualitative fieldwork
	30th Jan to 17th Feb 2017 

	Phase 1 analysis
	w/c 20th Feb 2017

	Interim Phase 1 findings
	w/c 27th Feb 2017

	Design of Phase 2 co-design fieldwork material
	w/c 6th Mar 2017 to Monday 20th Mar 2017

	Phase 2 Fieldwork
	w/c 20th Mar 2017 – w/c 3rd Apr 2017

	Phase 2 analysis and prep for debrief presentation
	w/c 10th Apr 2017


	Topline Phase 2 findings issued to HMRC
	w/c 17th Apr 2017

	Draft Debrief Presentation slides to HMRC
	w/c 24th Apr 2017

	Debrief Presentation (face-to-face) to HMRC
	w/c 24th Apr 2017

	Final presentation slides delivered
	w/c 1st May 2017

	Publication report (initial draft delivered to HMRC)
	w/c 8th May 2017



Budget
We are not able to disclose exact budget information.  Please provide a cost for the project design set out above and set out alternatives if you feel these would better meet the research objectives. 
[bookmark: gjdgxs]
Costs must include travel and other expenses, broken down separately. Costs should include all fees and expenses but exclude VAT.
General Terms and conditions
On receipt of a satisfactory proposal, the successful research agency will be awarded a fixed price contract for the project. The Standard Conditions of Contract governing research commissions are laid down by the MR130001 framework agreement and are not negotiable.  HMRC observes the general practice of paying only for work satisfactorily completed. All work should comply with the Code of Conduct of the Market Research Society. The Standard Conditions of Contract are available on request.  
Payment terms have been negotiated to split as follows on most projects (however there will always be exceptions – which we will do our best to cater for)
30% on commission
30% on Fieldwork commencement
40% on completion
When costing proposals it would be helpful to ensure we can see these key stages clearly.  
Some key elements of our standard terms are below:

Contractual obligations 
As a result of government policy to achieve greater transparency in public procurement and help deliver improved value for money, HMRC is obliged to publish tender documents for all contracts with a whole life value of over £10,000.  There is a further obligation to publish all contracts with a whole life value of over £10,000 with effect from January 2011.  It is a condition of bidding for this work that applicants accept these obligations and agree to the subsequent publication of the contract once awarded.
Data handling
In most cases, any data we supply will be encrypted, probably using the highest encryption used by Winzip v9 or above. It is your responsibility to ensure appropriate steps are taken to ensure you are able to receive and decrypt our data.
We also require confirmation at appropriate times of the deletion of customer records from both removable and fixed media within your organisation.
Please note that HMRC does not permit the use of USB sticks and so all electronic versions should be provided on CD.
Once appointed, you should agree with your HMRC contact what security rating any data or documentation you produce should have and how it subsequently should be handled.
As part of our standard data handling requirements, as part of your proposal we will require details of your plan to receive, store and use any data that we may supply to you. In most cases the data we supply to you will contain customers’ personal details and we need to be sure that you will treat this data appropriately.
This should include precise details of the data handling and security procedures you have in place. In particular, please detail how, once we have delivered the data to you, how you will transfer and store it and who in your organisation will be able to access it. You should also detail your processes for archival of and/or destroying the data that has been finished with. As an example this should include, what systems you have that are accessible from the internet, how access to the information is managed, and details of how your data servers are backed-up and maintained.
If you have supplied current information, this does not need to be provided again.
Documentation
HMRC will require the publishable report delivered in both pdf and word formats. The pdf document should include the file size as part of the filename.
In addition, HMRC will require draft copies of all key documents, such as recruitment questionnaires, presentation charts, top line and final report. These are to be submitted in sufficient time for comments to be incorporated into the final version and for our approval to be given for production of the final version to take place.

NB ‘Personal’, ‘Confidential’ and ‘Commercial’ sensitive information has been redacted according to the provisions in the FOI Act (sections 40, 41 & 42) 
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