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Introduction 
 
The STUC is Scotland’s trade union centre.  Its purpose is to 
co-ordinate, develop and articulate the views and policies of the 
trade union movement in Scotland; reflecting the aspirations of 
trade unionists as workers and citizens.  
 
The STUC represents over 617,000 working people and their 
families throughout Scotland.  It speaks for trade union members 
in and out of work, in the community and in the workplace.  Our 
affiliated organisations have interests in all sectors of the economy 
and our representative structures are constructed to take account 
of the specific views of women members, young members, 
Black/minority ethnic members, LGBT members, and members 
with a disability, as well as retired and unemployed workers. 
 
Our affiliates, supported by the STUC within the construction 
sector have continued to campaign for fair employment in the 
sector, including an end to blacklisting and abolishing false self- 
employment. 
 
The STUC is appalled that successive Governments have failed to 
address this problem effectively and we accept that the current 
Government attempted to address this issue through the Finance 
Act 2014, placing the burden of proof on employment agencies, 
regarding a worker having genuine self-employed status. However, 
our view is that intermediaries, supported by businesses, have 
identified alternative vehicles or employment intermediaries, as an 
alternative vehicle to facilitate avoiding National Insurance 
liabilities. 
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Question 1: Do you agree with our description of an OAC?  
 
The STUC would agree with the description of Overarching 
Contracts as outlined in the consultation document. 
 
Question 2: Do you agree with our description of how OACs 
are used, are there variations which we haven’t covered here?  
 
The STUC does not agree with the description of how OACs are 
used.  OACs are not used solely to provide tax relief for individuals 
on these contracts for expenditure incurred on business travel and 
subsistence.  We believe umbrella companies are more likely to be 
using these contracts, to allow employers to avoid NIC liabilities 
perpetuating the practice of false self-employment that was 
supposed to be addressed following the enactment of the Finance 
Act 2014. 
 
Question 3: Do you agree with our description of why OACs 
are used? What is the main motivation for using an OAC? Are 
there any other reasons not described here?  
 
We do not disagree with the description used on why OACs are 
used.  The description focuses on the tax advantages for the 
individual and not employers.  Employers may encourage or 
pressurise directly employed workers to move to OACs as self-
employed sub-contractors. On doing so, the employer no longer 
has an NIC liability and, more importantly for the STUC, the 
individual is stripped of employment benefits, such as holiday pay, 
sick pay, occupational pensions and the national minimum wage. 
 
Question 4: On which of these reasons would you place most 
weight in explaining the recent increase in the use of OACs?  
 
In our view, the main reason for the increased use of OACs is not 
covered in the consultation document. We believe the increase to 
be attributable to the provisions contained in the Onshore 
Intermediaries Act 2014, supposedly to tackle false self- 
employment. Umbrella companies have seized an opportunity to 
promote their services as intermediaries, allowing employers to 
potentially transfer workers re-employed on direct contacts as a 
consequence of the action taken in the Onshore Intermediaries Act 
2014 onto OACs.   
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Our concern is that a substantial amount of revenue will be lost to 
HM Treasury should steps not be taken to outlaw this practice. 
 
It was estimated that the steps taken in the Onshore 
Intermediaries Act would result in savings of £400 million.  We 
would question if savings of this magnitude can be achieved in 
light of the attitude of umbrella companies and the employers who 
use them to deny workers who, to all intents and purposes are 
directly employed, access to employment protections and benefits. 
By using payroll or umbrella companies to counteract the 
Government’s actions, the overall savings as a result of the 
changes in the Onshore Intermediaries will be reduced. 
 
Question 5: Do you have any other comments? For example, 
do stakeholders agree that it is unfair that workers engaged 
through OACs with employment intermediaries get access to 
travel and subsistence relief whilst others in similar 
circumstances don’t?  
 
The STUC believes that the vast majority of workers accept that 
they should meet costs incurred in travelling to their normal place 
of work.  For genuinely self- employed workers with no fixed place 
of work and perhaps having to travel substantial distances to 
temporary places of work, then it would be hard to argue against 
them receiving tax relief for legitimate business expenses incurred. 
For the STUC it is not a question of fairness, but rather a question 
of whether the individual is genuinely self-employed and entitled to 
the associated tax benefits. 
 
The STUC would support the view of construction affiliate, UCATT,  
that the dispensation given to payroll companies, whereby the 
payment of expenses should not be subject to tax and National 
Insurance, where they are paid in addition to the national minimum 
wage, should be abolished. 
 
Question 6: Do you have any evidence on the extent of the 
usage of OACs by employment businesses?  
 
The STUC has no evidence on the use of OACs in employment 
businesses. 
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Question 7: Do you have any further evidence of the recent 
trends in the use of OACs?    
 
Other than the information provided in the discussion document 
and the evidence gathered by UCATT1 and published in their 
document on payroll and umbrella companies, we have no further 
evidence to provide. 
 
Question 8: Do these differ between umbrella companies and 
employment businesses?  
 
The STUC is not in a position to respond to this question. 
 
Question 9: Do you expect the prevalence of OACs to 
increase in the near future?  
 
The STUC believes that it is inevitable that the prevalence of 
OACs will grow as employers become aware of the full range of 
services that payroll and umbrella companies can provide in 
helping them avoid NIC liabilities. The STUC believes that a full 
review of the activities of such companies is now required, 
followed by regulation, effective enforcement of any new powers 
necessary to tackle abuse and prosecution of any umbrella 
companies or employers using their services who are found to be 
in breach of legislation. The figures quoted in the discussion 
document indicate growth of 50% of employees engaged by the 
larger umbrella companies between 2012/13 and 2013/14.  This is 
extremely concerning to the STUC, as we believe that there can 
be no justification for workers being employed on OACs and being 
genuinely self-employed rising from100,000 to 150,000 in such a 
short period of time.  However, we would question the evidence 
available to HMRC, as Hudson Contract, one of the largest payroll 
companies, claims they have 150,000 self-employed “operatives” 
on their books alone according to their website. This would 
suggest that the marketing strategy of the large payroll and 
umbrella companies is working and increasing amounts of 
employers are encouraging workers to move to self-employed 
status. 
 
 

                                            
1
 The Great Payroll Scandal- a Report for UCATT 
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Question 10: Which income groups do you expect will be the 
greatest users of OACs in the future?  
 
The STUC does not believe that it is not just a case of which 
income groups will be the greatest users of OACs, but rather which 
business sectors are likely to use umbrella companies to reduce 
their costs. In our experience, the misuse of self-employed status 
is more prevalent in the construction industry and this issue needs 
to be addressed. 
 
Question 11: Do you have any evidence on the extent of any 
competitive distortions created by misuse of the tax rules 
through OACs and other schemes noted in this document? 
 
The STUC has no evidence of this nature, although it makes 
sense that organisations having a lower cost base, due to NIC or 
any other tax avoidance, are going to be better placed to submit 
lower tenders when seeking work. 
 
Question 12: Do stakeholders agree there is a strong case for 
the Government legislating to restrict tax relief for travel and 
subsistence in these circumstances?  
 
The STUC would support new legislation that protects the current 
position for those who are genuinely self-employed. This should 
include improved regulation of payroll and umbrella companies, 
improved and increased enforcement by HMRC and the abolition 
of dispensations allowing employers to exclude travel and 
subsistence expenses from taxable deductions. 
 
Question 13: Do you have any evidence on the likely impact of 
Option 1? Do you think any particular sectors will be affected 
more than others?  
 
The STUC believes that Option 1 is likely to more successful in 
helping the Government achieving its aims outlined in Chapter 5, 
“Potential Ways Forward”. The only area with which we would 
disagree is that any change should not undermine the effective 
operation of the temporary labour market.  Our view is that, 
following the recession, the temporary labour market is already too 
big. 
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More people are having to settle for self-employment, work on 
temporary or zero hour contracts and in this case employment 
arrangements that exploit workers, reduce or remove protections 
while, at the same time, allow intermediaries the opportunity to 
contrive ways and means of exploiting the system to continue use 
of false self-employment. This option would allow those contracted 
to work temporarily away from their normal place of work to 
continue to claim tax relief. We would agree that mobile, 
permanent workers visiting different workplaces should also be 
eligible for tax relief on expenses. 
 
Question 14: Do you have any evidence on the likely impact of 
Option 2? Do you think any particular sectors will be affected 
more than others? 
 
The STUC does not view this as a viable option, as we do not 
agree that extending tax relief to all agency workers is a viable 
option. This could create a two tier workforce, where permanent 
employees receive no tax relief for travel and subsistence costs for 
home to work travel, while colleagues employed through 
employment agencies would. 
 
Question 15: Are there particular groups of people who will be 
significantly worse off if tax relief was restricted?  
 
The STUC believes that very few workers could be worse off, as 
any benefits received, through tax relief as a result of their self- 
employment, would be offset by getting access to employment 
protection and benefits. This would occur as a result of 
organisations directly employing workers when they no longer 
receive the advantage of not having to pay NICs.  
 
Question 16: Are there examples of where this may affect 
cases where it is fair that tax relief should apply?  
 
The STUC is not aware of any such cases. 
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Question 17: Do you think the removal of relief for travel 
expenses under Option 1 should be extended to PSCs?  
 
As the discussion document states any action taken by 
Government should reduce opportunities for connivance by payroll 
or umbrella companies, employers or individuals to exploit any 
new arrangements.  We would suggest that, should removal of tax 
relief be extended to those working in Personal Service 
Companies, it should also be on the basis that relief should remain 
for those operating under a PSC, where they can demonstrate that 
no employment relationship exists with the end client and the 
nature of their work is genuinely temporary. 
 
Question 18: Do you have any other suggestions, including 
broad based T&S reform as part of the T&S review announced 
at Budget 2014, for how the identified unfairness could be 
removed? 
 
The STUC believes that the dispensation awarded to payroll 
companies, whereby sums due in respect of travel and 
subsistence, should be abolished and retained for temporary 
workers only.  This would have to be supported by effective 
enforcement of any new legislation, to ensure that neither the 
payroll/umbrella company, nor the end client, can avoid liability 
when found to be in breach of HMRC or National Minimum Wage 
legislation. Payroll and umbrella companies should not be allowed 
to indemnify employers when HMRC find instances of non- 
compliance and workers classed as self-employed are found to be 
directly employed. 
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