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The regional analyses
EU & EFTA

On average, in the EU & EFTA 
region, the case study company 
has a Total Tax Rate of 41.1%, 
made 13.1 tax payments and 
took 179 hours to comply with 
its tax obligations in 2012.

Labour taxes and mandatory 
contributions are and have 
consistently been the largest 
part of the Total Tax Rate, 
accounting for 65% of the 
overall rate in 2012. These 
taxes required 48% of the 
time to comply in 2012, but 
accounted for only 24% of the 
number of payments.

The region has the lowest 
time to comply apart from the 
Middle East and the lowest 
number of payments after 
North America.

Across the nine years of the 
study, on average, the region’s 
average Total Tax Rate has 
reduced by 4.1 percentage 
points, the time to comply has 
fallen by 59 hours, and the 
number of payments has fallen 
by 9.3.

In recent years the Total Tax 
Rate for this region has started 
to increase, while the two 
compliance sub-indicators, 
time to comply and the number 
of payments, continue to drop 
away steadily.

Paying Taxes 2014. PwC commentary
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European Union & European Free Trade Association (EU & EFTA). The following economies are included in our analysis of EU & EFTA: Austria; Belgium; 
Bulgaria; Croatia; Cyprus; Czech Republic; Denmark; Estonia; Finland; France; Germany; Greece; Hungary; Iceland; Ireland; Italy; Latvia; Lithuania; 
Luxembourg; Malta; Netherlands; Norway; Poland; Portugal; Romania; San Marino; Slovak Republic; Slovenia; Spain; Sweden; Switzerland; United Kingdom
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The nine year trends for the  
EU & EFTA region
Figure 3.39 shows that the three Paying 
Taxes sub-indicators for the EU & EFTA 
region have fallen over the nine years 
of the study, however, in recent years 
the fall in Total Tax Rate has slowed. 

The average Total Tax Rate for this 
region has fallen from 46.6% in 2004 
to 42.3% in 2010, but in 2011 the rate 
increased marginally. Despite this 
increase, the 2012 average Total Tax 
Rate for the region remains just below 
the world average. 

Of the 28 economies which were 
included in all 9 years of the study, 
24 have reduced their Total Tax 
Rates since 2004 by an average of 5 
percentage points. The remaining 
four economies increased their 
Total Tax Rates by an average of 
1.4 percentage points. Bulgaria had the 
greatest overall fall in Total Tax Rate 
of 17.5 percentage points, being the 
cumulative result of gradual reductions 
between 2004 and 2010. The next 
largest reductions in Total Tax Rate are 
found in Greece, Italy and Romania 
at 10.0, 11.0 and 12.9 percentage 
points respectively.

Figure 3.39

The sub-indicator trends for the EU & EFTA

The trend data in Figure 3.39 includes only those economies for which data is available for all years of 
the study and therefore the figures differ from the regional averages for 2012. The economies that are 
excluded are: Cyprus, Luxembourg, Malta, San Marino
Source: PwC Paying Taxes 2014 analysis

22  In this section the trend averages are calculated only for those economies that have been included in all nine years of the study to ensure that we represent a 
true trend. The trend data for 2012 will therefore differ from 2012 data which includes all economies. The economies excluded from the Eu & EFTA trend data 
are: Cyprus, Luxembourg, Malta and San Marino 
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The average time to comply in the 
region has fallen consistently from 250 
hours in 2004 to 19122 hours in 2012.
Almost a third of this reduction is due 
to reforms in the Czech Republic which 
included the introduction of mandatory 
electronic filing, the unification of 
certain taxes and the simplification of 
tax processes. In the region there were 
6 other economies that reduced their 
time to comply by over 100 hours over 
the 9 years of the study. Again, the 
introduction, widespread adoption and 
improvement of electronic filing and 
payment systems are the most common 
reasons for the reductions.

The average time to comply for this 
region is still well below the world 
average and it is the second lowest 
for the time to comply, after the 
Middle East. 

The average number of payments in 
the region has also fallen steadily over 
the 9 years of the study dropping from 
21.4 payments in 2004 to 12.122 in 
2012. A quarter of the reduction is due 
to reforms in Romania including the 
introduction of electronic filing and 
payment and the unification of social 
security contribution returns. Croatia, 
Latvia and Poland each reduced their 
payments by more than 20 over the 
9 years.

In the last two 
years the Total 
Tax Rate and 
time to comply 
have remained 
flat, while the 
number of 
payments has 
continued to fall
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Figure 3.40

Trend in Total Tax Rate in EU & EFTA by type of tax
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The Total Tax Rate in the  
EU & EFTA
Figure 3.40 shows how the Total Tax 
Rate in the EU & EFTA region breaks 
down into the three main components 
of profit taxes, labour taxes and ‘other’ 
taxes. It shows that over the 9 years of 
study labour taxes and social security 
contributions have consistently 
accounted for between 63% and 66% 
of the Total Tax Rate in this region. 
There are four economies where labour 
taxes account for a far smaller share of 
Total Tax Rate, namely Denmark, the 
United Kingdom, Malta and Norway.

The majority of movements in all three 
tax categories have been relatively 
small. Since 2004, all three key 
elements of the Total Tax Rate have 
fallen, profit taxes by 2.3 percentage 
points, labour taxes and mandatory 
contributions by 1.4 percentage points, 
and ‘other’ taxes show a 0.5 percentage 
point reduction. These movements 
are consistent with the global pattern 
and the growing importance of 
labour taxes. 

Over the last 9 years across the region, 
the greatest single reduction for any 
economy and any type of tax was a 
reduction of 15.6 percentage points 
in labour taxes in Bulgaria due to a 
series of reductions in employer’s social 
security contributions. Despite the 
reductions, in 2012 labour taxes still 
accounted for 73% of the Total Tax 
Rate in Bulgaria. The only significant 
increase in labour taxes was in Iceland 
due to increases in social security and 
pension contributions.

Greece and Italy have both reduced 
profit taxes by just over 10 percentage 
points since 2004 by reducing the 
headline rates of corporate taxes. 
There are 17 other economies that have 
also reduced their profit tax rates, by 
an average of 2.9 percentage points 
over the 9 years.

The magnitude of the reductions in 
‘other’ taxes has been moderate, with 
the most significant change being 
an 8.3 percentage point reduction 
in Lithuania.

Looking at the most recent year, profit 
taxes increased, labour taxes remained 
steady and ‘other’ taxes decreased as 
explained below.

In 2012 labour 
taxes account for 
more than 65% of 
the Total Tax Rate
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Figure 3.41 shows the EU & EFTA 
economies that have had the most 
significant movement in Total Tax 
Rate between 2011 and 2012. Only 5 
out of the 32 economies in this region 
had significant changes in the Total 
Tax Rate. The reforms affected all of 
the major types of tax with profit tax 
reforms having the biggest impact on 
the Total Tax Rate. 

• As explained on page 104 Spain has 
broadened its profit tax base and as 
a result its Total Tax Rate increased 
by 19.9 percentage points. This 
is mainly driven by the repeal of 
a tax rule that granted 100% tax 
depreciation for certain fixed assets 
in the year of purchase. This has 
been replaced by the standard tax 
depreciation rates.

• Germany also broadened its 
profit tax base by amending tax 
depreciation rules for non-current 
assets acquired after 31 December 
2009 from a declining balance to a 
straight line method. This resulted 
in the 3.5 percentage point increase 
in the Total Tax Rate shown in 
Figure 3.41.

• New rules were introduced in Italy 
that allow more expenses to be 
treated as tax deductible for profit 
tax purposes. In particular, the 
regional tax (Imposta Regionale 
sulle Attività Produttive (IRAP)) 
relating to employee expenses 
as well as 3% of paid-in capital 
can both now be treated as tax 
deductible.

• The major change in Estonia was 
the abolition of the local municipal 
sales tax which significantly 
reduced the Total Tax Rate from 
66.4% to 49.4%.

• The decrease in Croatia’s Total 
Tax Rate was largely due to the 
reduction in the employer’s health 
insurance contribution, which 
reduced by 2 percentage points 
from 15% to 13%. 

Source: PwC Paying Taxes 2014 analysis
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Significant movements in Total Tax Rate between 2011 and 2012 – the EU & EFTATwo economies 
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have broadened 
their profit tax 
bases leading to 
increases in their 
Total Tax Rates
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The time to comply in EU & EFTA
Figure 3.42 shows the breakdown 
in the time to comply since 2004 for 
the three key tax elements for the 
EU & EFTA region. While globally 
consumption taxes have tended to 
be the most time consuming, in this 
region labour taxes and mandatory 
contributions have consistently 
required the largest amount of time 
to comply. But these taxes have also 
shown the greatest reduction in time 
required which has helped to drive the 
global trend. 

Overall, the time to comply has fallen 
significantly over the nine years of 
the study, though the rate of decline 
has slowed in the last year. The total 
reduction in the regional average 
since 2004 amounts to 59 hours. 
Almost 60% of this decrease relates 
to improvements made in the time 
to comply with labour taxes and 
mandatory contributions; less than 7% 
of the reduction relates to corporate 
income taxes. 

Only the Czech Republic has 
significantly reduced the time to 
comply across all three types of tax 
thanks to a number of simplifications 
to the processes and administration 
for tax compliance, coupled with 
the introduction, improvement 
and adoption of electronic filing 
and payment.

There are 11 economies in the region 
that have reduced their time to comply 
with labour taxes and mandatory 
contributions by over 40 hours. 
Electronic filing and payment systems 
account for much of the reduction in 
the time to comply with labour taxes, 
though there are other reforms such as 
the availability of simpler compliance 
processes for smaller companies in 
the Netherlands.

Bulgaria and Spain are the only 
economies besides the Czech 
Republic to have significant 
reductions in the time to comply 
with consumption taxes. 

Source: PwC Paying Taxes 2014 analysis

Source: PwC Paying Taxes 2014 analysis
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Figure 3.42

Trend in time to comply in the EU & EFTA by type of tax

Figure 3.43

Significant movements in time to comply between 2011 and 2012 – the EU & EFTA
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Introduction of 
electronic filing 
and payment has 
affected labour 
taxes the most

Figure 3.43 shows the EU & EFTA 
economies that have had the most 
significant movement in time to comply 
between 2011 and 2012. Out of the 32 
economies in the region, only Germany 
recorded a significant change. 

In Germany, balance sheet data now 
has to be submitted electronically to 
the tax authorities in a pre-defined 
structure and the additional work 
relating to the preparation of this 
has increased the time to comply by 
11 hours.
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The number of payments in the 
EU & EFTA
Figure 3.44 shows the trend for the 
EU & EFTA region since 2004 in the 
number of tax payments split by the 
three main types of tax. ‘Other’ taxes, 
which include VAT, environmental 
taxes and local taxes, have consistently 
accounted for the highest number of 
payments. This is consistent with the 
global picture, and remains the case 
in 2012.

The dramatic reduction in the number 
of payments for labour taxes and 
mandatory contributions was the main 
driver for the reduction in the overall 
average number of payments for the 
region. It has fallen by 73% for these 
taxes from 8.5 payments in 2004 to 
2.3 in 2012. The number of payments 
for profit taxes fell by 1.2 payments 
(48%) and ‘other’ taxes reduced by 1.8 
payments (17%) over the same period. 

Source: PwC Paying Taxes 2014 analysis
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Trend in the number of tax payments in the EU & EFTA by type of tax

The drop in labour tax payments 
between 2010 and 2011 is driven by 
Romania adopting electronic filing and 
introducing a unified return for social 
security contributions. This reduced 
labour tax payments in Romania by 
72. In addition to the reduction in 
Romania, 10 other economies have 
reduced their labour tax payments 
by at least 11 payments since 2004. 
Only Finland and Poland have reduced 
profit tax payments significantly, 
while Poland, Latvia and Croatia have 
reduced payments of ‘other’ taxes by at 
least 10 payments. 

This region has the lowest average 
number of payments apart from North 
America; this is mainly due to the 
widespread adoption of the electronic 
filing and payment. The majority of 
companies in 29 of the 32 economies in 
the region use electronic systems to file 
and pay their taxes.

Reduction in 
tax payments 
driven by reforms 
to Romanian 
social security 
contributions
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Figure 3.45 shows the EU & EFTA 
economies that have had the most 
significant movement in number of 
payments between 2011 and 2012. 
Only three economies had significant 
changes in the number of payments in 
the region. The reforms mainly reduced 
the number of payments of labour 
taxes and mandatory contributions. 

• In 2012, Croatia fully implemented 
the e-filing and e-payment of social 
security contributions which allows 
joint payments and reduced the 
number of payments from 12 to 
only 1.

• The decrease in payments for 
Iceland was due to the abolition of 
the weight distance tax, and the 
improvement made in Romania was 
driven by changing the quarterly 
payments for company tax to 
twice yearly payments from the 
beginning of 2012.

Source: PwC Paying Taxes 2014 analysis

Figure 3.45

Significant movements in number of payments between 2011 and 2012 – the EU & EFTA
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Portugal
 2014 should be a turning point for Portugal

Jaime Esteves

PwC Portugal

In the Paying Taxes 2014 study the 
ranking for Portugal has fallen by 4 
places to 81. Our case study company 
has not however found it harder to pay 
its taxes in Portugal. The fall is the 
result of other economies introducing 
tax reforms and other measures that 
have improved their tax systems 
and as a consequence their ranking. 
Portugal is not alone in struggling to 
attract foreign investment, to increase 
competitiveness and in implementing 
measures to help improve its 
economic environment.

Since the last study, Portugal has 
maintained the number of tax 
payments at 8 per year, and also the 
time to comply – currently at 275 
hours. This compares with the 328 
hours first reported in Paying Taxes 
2006. Portugal has reduced its Total 
Tax Rate to 42.3%; but with a fall of 
only 1.5 percentage points since the 
first Paying Taxes back in 2006. 

While the number of tax payments 
in Portugal compares well with the 
global average (only 21 economies in 
the study have fewer payments), the 
country still has a long way to go to 
achieve a similar position for the time 
to comply sub-indicator. With 275 
hours required every year to deal with 
the tax system, the average is above the 
world average. This does not compare 
well with other European economies 
such as Luxembourg which with 55 
hours takes the least amount of time in 
the EU. Portugal’s neighbour Spain also 
performs better in terms of the time to 
comply sub-indicator, taking 167 hours. 
This illustrates a recurring theme of 
the Paying Taxes studies; that while 
changes to the Total Tax Rate, are often 
necessary, they are not sufficient on 
their own to maintain or improve an 
economy’s ease of paying taxes ranking 
in the study. Changes in the compliance 
burden are also needed and can often 
have a more significant impact. 
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Looking forward, it is hoped that 
future Paying Taxes reports will reflect 
substantial changes which will flow 
from corporate income tax reforms 
that are expected to be approved in 
2013 and which will apply from 2014. 
These reforms are aimed at simplifying 
the tax system and lowering the tax 
burden. Portugal is taking important 
steps towards improving its tax 
system with a view to  becoming 
more competitive.

One reform that is expected to affect 
the case study company results is the 
gradual reduction of the standard 
corporate income rate in the short 
term. Currently 25%, the rate will be 
lowered to 23% in 2014 and 21% in 
2015 with it reaching between 17% 
and 19% in 2016.

There are also a number of reforms 
which will be important for 
encouraging investment, but which 
will not affect the Paying Taxes sub-
indicators owing to the fact pattern 
of our case study company. These 
reforms include:

• the introduction of a participation 
exemption regime exempting 
dividends and capital gains in 
general from corporate income tax

• an optional exemption regime for 
permanent establishments abroad

• an extension of the existing tax 
exemption for inbound dividends

• changes to the requirements for 
group taxation

• a patent box regime for intangibles, 
providing for a relief from taxation 
of 50%, and

• an extension to 12 years of the 
period in which tax losses can be 
carried forward.

While the focus for Portuguese 
companies has shifted from a purely 
domestic perspective to a more 
international one as companies 
seek to take advantage of business 
opportunities around the world, the 
goal for the Portuguese Government 
is to make Portugal an attractive 
destination for doing business. 
Portuguese companies must be able 
to compete with their international 
peers, and at the same time there is a 
need to provide foreign investors with 
the conditions that encourage them to 
invest in Portugal and to consider using 
Portugal as a hub for investments in 
other countries such as the Portuguese 
speaking African countries and the 
regional integration areas of which 
they are members.

Despite the current economic and 
financial difficulties that Portugal 
is facing, and recognising that more 
needs to be done, a reduction in the 
corporate income tax rate as early as 
2014, and a reduction in the time to 
comply, both afforded by the corporate 
income tax reform, should improve the 
ease of paying taxes in Portugal in the 
near future.
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Spain
New measures to increase government revenues

Mario Lara

PwC Spain

The demand for a reduction in Spain’s 
public deficit has led to the adoption 
of measures intended to increase 
tax revenues. Corporate income tax 
collections had fallen by almost 60% 
between 2007 and 2012 and therefore 
it was evident that certain aspects of 
taxation had to be reformed to increase 
revenue. These measures are clearly 
reflected in the Total Tax Rate sub-
indicator for 2012, which we already 
expect to increase still further in the 
near future. The public deficit stood 
at 6.98% in 2012, compared to 8.96% 
in 2011. If, however, we add to this 
the cost of the bank restructuring, 
the deficit reached 10.64% of GDP.23 
An increase in fiscal pressure seems 
almost inevitable if the deficit is to 
be reduced to a figure close to 3%, 
within the framework of a stagnant 
economy with over 25% of the working 
population unemployed. 

The measure that has most increased 
the fiscal pressure on companies in 
2012 has been the elimination, with 
effect from 31 March 2012, of the 
enhanced depreciation regime that 
applied to new tangible fixed assets and 
property investments. This measure, 
in force since 2009, allowed companies 
to claim upfront tax depreciation on 
new assets and investments, thereby 
reducing corporate income tax in those 
years in which investments were made. 

Looking wider than the fact pattern of 
the Paying Taxes case study company, 
to companies whose net turnover in the 
previous year exceeded €20 million, 
the offsetting of prior-year tax losses 
has been limited as they may now 
only be used to offset up to 50% of 
taxable profits arising in the current 
year (25% if turnover in the previous 
tax period exceeded €60 million). 
This means that companies with 
significant brought forward tax-losses 
will have to pay corporate income tax. 
There have also been reductions in 
the additional tax deductions that can 
be claimed on some expenses such as 
expenses arising from research and 
development activities. 

In line with regimes in other countries, 
a 30% EBITDA24 limitation has been 
introduced on the deductibility for tax 
purposes of interest and other finance 
costs above €1 million. This limitation 
affects financial expenses irrespective 
of whether they derive from internal or 
external borrowing. 

23 Programa de estabilidad 2013-2016 Available from:  http://www.minhap.gob.es/es-ES/Estadistica%20e%20Informes/Paginas/estadisticaseinformes.aspx
24 Earnings before interest, taxation, depreciation and amortisation
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Looking at measures introduced more 
recently and which have yet to affect 
the case study company, the 2013 
Budget Law has increased the tax base 
by limiting the tax deductibility of 
depreciation charges during 2013 and 
2014 to 70% of the amounts that would 
have qualified for a tax deduction prior 
to the approval of the measure. 

The regime for the payment of 
advance instalments of corporate tax 
has undergone significant change 
with the introduction of minimum 
payments based on the accounting 
profit for the period, rather than on 
the estimated taxable profit for the 
period. A company with accounting 
profits, but no taxable profits, e.g. 
due to the use of brought forward 
losses, or due to non-taxable dividend 
income, will still have to make 
payments of corporate tax. Although 
such payments will be deducted from 
the final tax assessment, they require 
earlier payment of tax liabilities and 
have an adverse impact on companies’ 
cash flows. 

While VAT does not have an impact 
on the Total Tax Rate of the case 
study company, in a wider context it is 
interesting to note the changes that the 
Spanish Government has made to the 
scope of indirect taxation. With effect 
from 1 September 2012, the standard 
rate of VAT was increased from 18% to 
21%, while the reduced rate increased 
from 8% to 10%.

Certain measures are temporary and 
are intended to be applied only until 
Spain’s economic stability and growth 
get back on track. The economic 
situation in Spain suggests that some 
of these measures will be extended 
and other new measures will be 
introduced, some of which are already 
being considered by the Spanish 
legislative chambers. 

Given the overriding need to increase 
tax revenues, the Spanish Government 
has had limited scope to introduce tax 
incentives to boost economic activity. 
There are however a couple of targeted 
reforms worth noting, namely the 
reduction of corporate income tax 
by 10 or 15 percentage points for 
two years for newly incorporated 
companies from 2013, as well as the 
introduction of certain deductions for 
the reinvestment of profits. 

Spain has opted to seek increased tax 
revenue to stabilise its public accounts 
and this increased fiscal pressure is 
reflected in the Total Tax Rate for 
2012. We hope that this tax effort is 
worthwhile and that we will soon see a 
return to economic growth. 
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Sweden
A stable position in Paying Taxes, but an active debate around tax

Magnus Johnsson

PwC Sweden

The Paying Taxes sub-indicators for 
Sweden have remained stable for a 
number of years, but this does not 
mean the area of corporate taxation is 
quiet. On the contrary, in recent years 
there has been much public debate 
on a wide range of issues and new 
legislation has been introduced. 

When it comes to compliance and 
administration, the Swedish tax system 
is functioning well. With only four 
payments per year, Sweden is almost at 
the top of the number of payments sub-
indicator. The low number of payments 
comes from extensive use of electronic 
filing and an ability to make joint 
payments. In 2012, 67% of Sweden’s 
companies filed their tax returns 
electronically, up from 60% in 2011. 

In response to a need to offer a 
competitive environment, corporate 
income taxes have been sharply 
reduced in past years. A cut from 28% 
to 26.3% in 2009 was followed by a 
further cut to 22%, applicable from 
1 January 2013. Sweden’s corporate 
income tax rate is now just below the 
European Union average of 23%.

However, while the rate of corporate 
income tax has a high public profile, 
corporate income tax is a relatively 
small part of Sweden’s Total Tax Rate. 
Just less than 16 percentage points 
relate to corporate income taxes 
while just over 35 percentage points 
relate to labour taxes and mandatory 
contributions. Over the nine years 
of Paying Taxes the Total Tax Rate 
for labour taxes and mandatory 
contributions has dropped slightly 
from 36.9% in 2004 to 35.5% in 
2012. In 2012, the Total Tax Rate 
stayed at 52.0% for the fourth year in 
a row and so remains well above the 
global average.

At present the entire Swedish corporate 
tax system is currently being reviewed 
by a government appointed committee. 
The stated aim of the review is to 
broaden the tax base and to create 
neutrality between equity and debt. 
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The review was initiated in 2011 and 
final reports are due to be published by 
March 2014. Meanwhile, some changes 
in corporate taxation have already 
been introduced or are under way:

• Following a public debate on tax 
planning and private ownership of 
tax-financed enterprises, such as 
schools and homes for the elderly, 
new legislation was introduced in 
2013 that means that interest is no 
longer deductible for tax purposes 
if it arises on shareholder loans that 
are used to finance acquisitions. 

• In 2013, the Swedish Parliament 
adopted a Government proposal to 
change certain rules for companies 
with a limited number of active 
individual shareholders. Previously, 
all shareholders in such companies 
could treat some of their income 
as capital income for tax purposes. 
From 1 January 2014 the rules will 
only apply to shareholders who 
own more than 4% of a company. 
Following criticism from Sweden’s 
Council on Legislation, the 
Government did not proceed with 
a previous proposal on a higher 
salary withdrawal requirement. 

122 4
Number of 
payments

Time 
(hours)

52.0
Total Tax 
Rate (%)



108 Paying Taxes 2014. PwC commentary

United Kingdom
Maintaining trust in the tax system to help encourage growth

Kevin Nicholson

PwC United Kingdom

Over the period covered by the Paying 
Taxes study we have experienced some 
of the most challenging economic 
conditions of recent times. After a 
period of significant growth, the severe 
recession left us with the need to deal 
with a long term structural deficit, 
an ageing population and a shift 
globally in the balance of economic 
power. Along with these issues three 
additional factors have become the 
focus of the tax debate both in the UK 
and internationally: globalisation of 
business; economies competing for tax 
revenue; and the arrival of the digital 
age. All of these however get us to one 
key reality; government has a need for 
increased tax revenue streams for the 
long term and the challenge is how best 
to achieve this and at the same time 
to provide a tax system which is both 
trusted and which helps to encourage 
economic activity a globalised world.

As one of the most open economies 
in the world, the UK has to work hard 
at retaining and attracting business 
as a source of both jobs and tax 
revenues. This has strong implications 
for the tax base, which includes not 
only corporation tax but all of the 
taxes that are driven from corporate 
activity. The process of corporate 
tax reform in the UK has been going 
on throughout the nine years of the 
Paying Taxes study, led by successive 
Governments with the aim of making 
the UK’s tax system competitive. 
The current system in the UK, which 
broadly seeks to tax economic profits 
made in the UK but not beyond, is now 
broadly coherent in the context of a 
truly globalised business world and 
compares reasonably well with other 
similar economies. 

The UK now has a relatively low 
corporation tax rate which is also 
the result of the policy of successive 
governments. This has seen the rate 
fall from in excess of 50% in the last 
century and it is planned to reach 20% 
for the year beginning 1 April 2015. 
Incentives such as the patent box have 
also been implemented to help keep 
the UK “open for business”, attract 
investment and to create employment 
and economic activity which in turn 
should produce a broader and more 
stable tax base. 
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It is expected that receipts from 
corporation tax may reduce in the short 
term, but as has been seen in studies 
we have conducted in the UK , it is 
also expected that this will be offset 
by increases in other taxes,25 which 
have proved to be more stable as being 
less dependent on profits. The aim is 
also for there to be a larger population 
of business taxpayers paying 
corporation tax (and other taxes) for 
the longer term and some recent public 
announcements of companies moving, 
or returning, to the UK are early 
indicators of this working. 

One of the most attractive aspects 
of any tax system for international 
investors is stability. The approach of 
government in laying out its corporate 
tax road map for reform has helped in 
this respect, as has the model adopted 
by the UK tax authorities, Her Majesty’s 
Revenue and Customs, (HMRC) and 
its risk based approach to dealing with 
taxpayer issues.

As regards the results for the UK in the 
World Bank Paying Taxes study, since 
the 2012 study the position has been 
improving so that this year the UK 
ranks 14 in the list of 189 economies 
included. It is the Total Tax Rate that 
has had the most significant impact 
on the result. The gradual fall in the 
statutory rate for corporation tax is 
reflected in the study and has helped 
to reduce the overall Total Tax Rate to 
34.0% in this year’s study, and with 
further reductions in the corporation 
tax rate still to take effect, we can 
expect the overall rate to fall further.

The number of payments has remained 
constant at eight reflecting the position 
of one profit tax (corporation tax), one 
labour tax on the employer (national 
insurance contributions) and six 
other taxes including VAT, business 
rates, landfill tax, vehicle excise tax, 
insurance premium tax and fuel duty.

The number of hours required to 
comply with corporation tax, labour 
taxes (including national insurance 
contributions, employee income taxes 
and VAT) has also remained constant 
at 110 hours. 

So the UK currently has an attractive 
tax system, but that is not to say that 
there is no more to be done. 

Beyond the fact pattern of the Paying 
Taxes company there are many 
difficult issues still to address in the 
international arena, not least of which 
is the public concern as to how the 
international system currently works. 
This takes us back to the issues of 
globalisation and the advent of the 
digital age. The UK Government is 
actively participating in the review of 
the system, and in the meantime it will 
need to ensure that domestic tax law is 
kept up to date and consistent and that 
HMRC is properly resourced to ensure 
the tax due under the law is collected. 
Maintaining trust in the system, the 
professionalism and integrity of HMRC 
and securing the support of business 
and the public, is critical.
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