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HM TREASURY & INLAND REVENUE:

Delivering an incentive for membership bodies to provide workforce development 
1.0
RESPONSE SUMMARY
· The AAT does not believe that tax relief actively incentivises individuals to commit to or increase their learning and development.

· We do believe that tax relief is seen as a benefit and that as such it helps support a body’s drive to increase membership.

· However attracting new members is mainly a question about what benefits and services – and real advantages – that body can deliver and tax relief is a minor part of that package.

· We believe that the focus for developing skills in the workplace sits most effectively in efforts to change the attitude and understanding of employers.

· We would urge the government therefore to consider how it can encourage this, not least by supporting organisations such as the AAT in their efforts to convince employers.

· We accept that qualifying bodies should ensure that their membership is aware of this relief and encourage the government to undertake active promotion of this to qualifying bodies.

2.0
INTRODUCTION

· The Association of Accounting Technicians (AAT) is the only UK-based professional body dedicated to the education, development, regulation and support for accounting technicians. 

· The AAT is a company limited by guarantee and a registered charity. It has a Council (Board of Directors) made up of nominated, elected and ex-officio members. The AAT was founded as a not for profit organisation and is sponsored by Chartered Institute of Public Finance and Accountancy, the Institute of Chartered Accountants of England and Wales, the Chartered Institute of Management Accountants and the Institute of Chartered Accountants of Scotland. 

· The AAT is accredited to offer NVQ/SVQs in Accountancy at levels 2, 3 and 4. 

· The AAT has 55,000 student members and 38,000 full and fellow members.

· The AAT members are eligible for tax relief on their AAT subscriptions. 

3.0
GENERAL COMMENTS

The current qualifying conditions as set out in section 344 of the Income Tax Earnings and Pensions Act 2003, are that (para 2.12)
:

· the organisation must not be of a mainly local character; and

· the organisation must not be carried on for profit.

3.1
The organisation must not be of a mainly local character
· The AAT believes that the non-local condition is an important one and should be retained. It encourages a holistic approach to the provision of learning opportunities and ensures that geographical areas where it might be uneconomic can be subsidised by more populous areas. We believe that only non-local organisations will be able to provide this level of support. 

· However we would qualify this statement by pointing out that factors do exist which may affect the non-local condition, namely; 

· devolution for Wales and Scotland; 

· the debate about introducing regional assemblies;

· the existence of metropolitan assemblies and mayors;

· the existence of local LSCs.

· This trend for local solutions to local problems may mean that the conditions, while stating that a non-local approach is the ideal, should allow for a greater flexibility for a regional approach. 

3.2
The organisation must not be carried on for profit
· The AAT is a not-for-profit organisation and supports this condition. It ensures that the focus is on developing and delivering real benefits to members because the organisation is owned and run by those members. 

· The issue is whether commercial organisations can fulfil the learning and development role of professional bodies. We believe that the answer is ‘no’ and the reason is the underlying philosophy of the organisation. For a commercial organisation there must be a conflict of interest between their commercial aspirations and providing the services of a professional body. 

3.3 “… the focus of relief on professional bodies represents a bias toward specialist skills at the 

upper end of the skills distribution…” (para 2.15 – 2.18)

· While we do accept that in general professional bodies represent higher skill sets we are proud of our achievements for our students and members who, when they first join the AAT, often have no qualifications above level 2. 

· We believe in this respect that we are fully delivering on the Government’s objectives and that we represent a positive and relevant example of how professional bodies can help improve skills in the mid and lower levels of skills distribution. 

· We would argue therefore that a solution would be not to offer tax relief for a wider range of bodies, but instead to encourage the creation of bodies such as the AAT that concentrate delivery of opportunities to the areas of the workforce where they are most needed. 

· We further believe that this is best achieved by professional bodies being focused on particular skill needs, rather than, for instance, extending the range of skills to include those at a lower level. This model has worked well in accountancy where the AAT is able to bring dedicated resources and support at the technician level while working alongside the chartered and certified bodies. 

3.4
“… the Government is ready to consider changing the basis for qualification for tax relief, but the central criterion for any change will be the development of members’ workforce skills.” (para 2.26)

· We do not believe that tax relief is an effective incentive for someone to increase their skills. We believe that any employee is more likely to engage in learning and development through their own commitment and through the encouragement and practical support of their employer. We also know that the motivation to increase skills comes from an individual achieving real benefits as a result of such activity (e.g. promotion, bonuses, increased employability, the opportunity to change career, status) and this must be delivered by the employer. We therefore believe that the main way to encourage widespread development of skills across the workforce is by offering incentives to employers. 

· It has already been proven and not that long ago with the tax relief on vocational training scheme that using the tax system to encourage training does not work. It places additional burdens on employers both administratively and financial. 

· Neither do we accept that tax relief is the main factor in encouraging someone to join a professional body. Such a potential member will already have demonstrated considerable motivation and dedication in achieving the qualification or experience that allows them to apply for membership. It is these factors that mean that they will continue to develop their skills. 

4.0
ISSUES FOR COMMENT
4.1
What criteria do you think should be used in establishing whether a particular body should be treated as a qualifying body?(para 3.6)

· The AAT uses the following measures to demonstrate its commitment to members’ learning and development:

· A formal and regulated continuing professional development scheme, which follows best practice as laid down by recognised professional bodies (in our instance the International Federation of Accountants (IFAC));

· A stipulated number of hours required under the CPD scheme;

· A scheme which is mandatory or voluntary (for different levels of membership);

· The provision of opportunities to members to undertake CPD (e.g. hard or soft copy resources, events, branch activity);

· Range of membership services and benefits related to opportunities for learning and development.

· We believe that preference should be given to organisations whose qualifications and continuing professional development are based on nationally agreed occupational standards, and who have demonstrated agreement and support of the Government’s 21st Century skills strategy. 

· The AAT would also recommend that organisations are given the opportunity to support their application with evidence which is not prescribed but may be specific to themselves (e.g. membership surveys, commercially neutral strategies, mission statements).

· We also believe that we should ‘practice what we preach’ and therefore are committed to developing our own staff. We would argue that a further condition for qualifying would be an organisation’s commitment and ability to deliver learning and development for its own staff. We would recommend therefore that to qualify an organisation should be IIP accredited. This will act as an incentive for organisations to gain IIP accreditation where they have not already done so. Commitment to workforce learning and development will come from initiatives such as IIP.

· We do not believe that purely monetary or financial criteria (e.g. learning and development expenditure as a proportion of payroll costs) will provide the same guarantee of this commitment, since it does not concentrate on the value achieved but simply money spent. Indeed, a purely financial assessment could encourage organisations to spend more but to less effect. 

4.2
What proportion of the AAT’s activities is currently spent on members’ professional education and skills development and improving standards of competence?

· Approximately 75%

4.3
What other activities does the AAT undertake that impact on the provision and take-up of training or professional development opportunities for members?

· Lobbying government, employers and influential bodies; supporting organisations which employ AAT members; press and public relation activity; partnerships with suppliers of CPD opportunities.

4.4 
How does the AAT measure the return on this investment of resources?

· Resources are allocated according to the agreed business objectives and the strategies developed to achieve these objectives. Key performance indicators are used to define progress and it is on the basis of this progress against objectives that ROI is assessed. 

4.5
What criteria do you think should be used to determine the extent of an organisation’s investment in qualifying activities?

· Our answers above also answer this question. 


4.6
Is the information required for determining the proportion of qualifying activities readily available or are there costs associated with its production?

· The information outlined above would be readily available and would not require additional costs beyond staff time and preparing the information in the format required. 

4.7
Monitoring entitlement to approved status (para 3.7-3.9)

· The AAT agrees that there is a need to monitor entitlement to approval and that this should be undertaken by the Inland Revenue. 

· We would also support making covering this issue under corporate governance and making this a responsibility of trustees or directors. 

· If the reassessment relied on existing communications (e.g. annual report) there would be no additional costs bar postage. 

· We believe that under the above suggestions annual confirmation would be feasible. 

4.8
Delivering relief to individual members (para 3.10-3.11)

· Although we state above that we dispute whether the tax relief is an incentive to increased learning and development, we do accept that it will be seen as a benefit for employees. For this to have the maximum impact it must be something that is applied for by the individual. This makes the benefit real and personal. 

· We do accept that not all members are taking advantage of this bonus and we fully appreciate that qualifying bodies have a responsibility to publicise eligibility to their members. 

· We do not believe that asking the body itself to administer the relief would be beneficial. It would be a further administrative cost which, as a not-for-profit organisation, we would only be able to fund by increasing subscriptions or cutting back other activity. Either would have a negative impact on the Government’s objective of increasing workforce skills and membership bodies’ efforts to support this. 

· We also believe that if the body administers this charge and there is a subsequent change (for instance phasing out tax relief or reducing the level) this would be perceived by the members as an increase in fees. This would also impact negatively on members’ commitment to their professional bodies. 

· We believe that tax relief on members does not address the issue of getting unqualified or lower skilled employees to consider further training. It is ‘after the fact’. We would therefore urge the Government to consider widening relief to student costs such as examinations and subscriptions. 

· We believe that the government’s commitment to improving the skills will not be served by capping the tax incentive at a set amount, even if at a high level. This will mean that the value of the tax relief will automatically diminish. 

4.9
Widening the scope of approval of sub-groups (para 3.12-3.13)

· We believe that if the focus is on the achievable outcome – increasing the take up of professional development opportunities – then the structure of the organisations which deliver this is irrelevant. 

· We would point out that this is not just a question about sub-groups within a parent organisation but also relates to the audiences served by the organisation. The AAT has close to 100,000 members split 60:40 between student members (those undertaking qualifications) and full members (qualified and elected to membership). We believe that the focus on any incentives (tax or otherwise) should first be on encouraging employees to become a student, then on supporting them during their studies, and finally on encouraging them to maintain that commitment through becoming and remaining full members. 

ADDITIONAL INFORMATION

· Formed in 1980, the AAT is the leading professional body for accounting technicians with over 100,000 members worldwide.
· The AAT is sponsored by four of the major accountancy bodies in the UK:  The Chartered Institute of Public Finance and Accountancy (CIPFA);  The Institute of Chartered Accountants in England and Wales (ICAEW);  The Chartered Institute of Management Accountants (CIMA); The Chartered Institute of Chartered Accountants in Scotland (ICAS). 

� References in parentheses are to the consultation document
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AAT is sponsored by CIPFA, ICAEW, CIMA & ICAS

A company limited by guarantee (No. 1518983) and registered as a charity (no. 1050724)
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