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The regional analyses
South America

The average Total Tax Rate for 
2012 is 52.7% which is higher 
than the world average of 
43.1% and is the second highest 
of any region apart from Africa. 

In 2012, the average time 
to comply across the South 
America region is 618 hours, 
which is significantly higher 
than the world average of 268 
largely driven by Brazil with 
2,600 hours and Bolivia with 
1,025 hours.

Since 2004, a number of fairly 
small reforms have reduced the 
average of Total Tax Rate by 4.1 
percentage points.

The average time to comply has 
declined just by 41 hours since 
2004, which maintains the 
region as having the highest 
average time to comply with 
almost 350 hours above the 
world average in 2012.

South America remains 
the region with the highest 
time to comply, despite the 
introduction of electronic filing 
and payment capabilities in 
several economies.

Consumption taxes have 
always required the most time 
to comply in this region.

In 2012, despite the high time 
to comply, the average of 
number of payments for this 
region of 24.2 is slightly below 
the world average of 26.7. 
‘Other’ taxes account for 50% 
of tax payments in 2012. 

Paying Taxes 2014. PwC commentary



Bolivia
Country article, 
page 134

Colombia
Country article, 
page 136

The following economies are included in our analysis of South America: Argentina; Bolivia; Brazil; Chile; 
Colombia; Ecuador; Guyana; Paraguay; Peru; Suriname; Uruguay; Venezuela, R.B. 
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The nine year trends for 
South America 
Despite the fact that the region has the 
highest time to comply of all regions, 
and the second highest Total Tax 
Rate, decreases since 2004 have been 
moderate as shown in Figure 3.54. 
Between 2009 and 2011 the Total 
Tax Rate increased by almost one 
percentage point before falling again 
in 2012. Of the three sub-indicators, 
the number of payments has shown the 
greatest decline, in percentage terms, 
and has been below the world average 
since 2005.

In South America the Total Tax 
Rate varies greatly between the 12 
economies included in the region, with 
the maximum Total Tax Rate being 
107.8% in Argentina and the lowest 
Total Tax Rate being 27.7% in Chile. 
Five economies, including Argentina, 
have a Total Tax Rate over 60%. 

Figure 3.54

The sub-indicator trends for South America

The 12 South American economies have all participated in all years of the Paying Taxes study and are 
therefore all included in the trend analysis.
Source: PwC Paying Taxes 2014 analysis

Line: Time (hours)

659 659
644 645 638 641 635

619 618

2004 2005 2006 2007 2008 2009 2010 2011 2012

Bar: Total Tax Rate (%)

Bar: Number of payments

56.8 56.0 55.5
52.9 52.9 52.2 52.5 53.1 52.7

36.0

32.4 32.3

28.3 27.4 27.3
26.3

24.8 24.2

Since 2004 the region’s average Total 
Tax Rate has always been above the 
world average. Only Paraguay and 
Uruguay have shown significant 
reductions in Total Tax Rate during 
the period. Between 2004 and 2006 
Paraguay’s Total Tax Rate fell by 19.4 
percentage points due to changes in 
profit taxes. Uruguay has abolished 
its sales tax and reduced ‘other’ taxes 
resulting in an overall reduction of 29.4 
percentage points in its Total Tax Rate 
since 2004. 

Between 2009 and 2011 half the 
economies in the region increased 
their Total Tax Rate. Over this period, 
República Bolivariana de Venezuela 
increased its rate significantly by 
ten percentage points driven largely 
by doubling its municipal economic 
activities tax.

The average time to comply in the 
region is 618 hours, which is the 
highest average of any region and 
more than double the world average. 
This high average is driven by four 
economies (Bolivia, Brazil, Ecuador 
and República Bolivariana de 
Venezuela). As shown in Figure 3.50, 
the average time to comply for the 
region has reduced by just 41 hours 
since 2004.

The average number of payments for 
this region at 24.2 is the only sub-
indicator which is below the world 
average. But the range of results is 
very diverse across the region. In 
half the economies the case study 
company makes more payments than 
the world average, while in the other 
economies it makes fewer payments. 
Since 2004 the average number of 
payments has fallen steadily by a total 
of 11.8 payments.
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All three sub-indicators have fallen 
over the nine years of the study, but 
the rate of decline has been slow in 
recent years
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The Total Tax Rate in 
South America
Figure 3.55 shows how the Total Tax 
Rate breaks down into the three main 
components of profit taxes, labour 
taxes and ‘other’ taxes. From 2008 the 
proportions accounted for by these 
components have changed very little. 
Profit taxes account for the lowest 
proportion, followed by labour taxes 
with ‘other’ taxes being the largest 
element. This shows a very different 
emphasis from the global position 
where labour taxes are now the largest 
and ‘other’ taxes the smallest, but the 
trends in the tax rates for profit taxes 
and labour taxes have been similar to 
the global trends.

The labour tax average has been the 
most stable over the nine years of the 
study. Six of the twelve economies in 
the region have shown changes in the 
labour tax element of their Total Tax 
Rates since 2004, but the changes are 
generally small and arise from changes 
in the rate or the thresholds of labour 
taxes and social security contributions. 
The main drivers of the region’s 
changes in the period from 2006 to 
2008 are changes to various labour 
taxes and social security contributions 
in Brazil and Uruguay. 

The profit tax element of the Total 
Tax Rate fluctuated significantly 
during the period, but overall has 
fallen on average by 1.9 percentage 
points since 2004. Prior to 2008, 
profit taxes accounted for a greater 
proportion of the Total Tax Rate 
than did labour taxes. Since 2008 
profit taxes accounted for a smaller 
proportion of the Total Tax Rate than 
labour taxes, which is consistent with 
the global trend. The decrease in profit 
taxes between 2004 and 2006 was 
driven largely by Paraguay reducing 
its corporate income tax rate, with a 
total fall of 19.5 percentage points in 
the profit tax component of its Total 
Tax Rate. 

Figure 3.55

Trend in Total Tax Rate in South America by type of tax

Source: PwC Paying Taxes 2014 analysis
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Source: PwC Paying Taxes 2014 analysis

Figure 3.56

Significant movements in Total Tax Rate between 2011 and 2012 – South America

The rise in the profits tax Total Tax 
Rate between 2006 and 2007 can be 
attributed to increases in Uruguay and 
República Bolivariana de Venezuela. 
In Uruguay changes to the corporate 
income tax regime increased the profit 
tax element of the Total Tax Rate by 
12.2 percentage points, although there 
was no change in the statutory rate of 
corporate income tax. In the following 
year, this statutory rate fell from 30% 
to 25% accounting for a significant part 
of the overall fall in the average profit 
tax rate for the region.

For the nine years of the study ‘other’ 
taxes have been largest component of 
the Total Tax Rate in South America, 
and these taxes have also seen the 
largest changes. One significant change 
was the abolition of a sales tax (COFIS) 
in Uruguay in 2007. The República 
Bolivariana de Venezuela has been 
responsible for other significant 
changes as it has, since 2004, 
introduced several taxes, abolished 
a tax on financial transactions, and 
doubled the municipal economic 
activies tax. 

As shown in Figure 3.56 in 2012 
Guyana reduced its corporate 
income tax rate from 45% to 40% for 
commercial companies and from 35% 
to 30% for non-commercial companies.

-3.4

-10.5

-221.0

Guyana

Africa average (37.0)

IncreaseTotal Tax RateDecrease

Only Guyana has shown a 
significant movement in its Total 
Tax Rate in 2012
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The time to comply in 
South America
Figure 3.57 shows the breakdown in 
the time to comply since 2004 split by 
the type of tax. Consumption taxes 
have consistently required the most 
time to comply which is consistent with 
the global picture. These taxes have 
needed almost 50% of the total hours 
used in paying taxes in South America, 
which is above the global average for 
the proportion of time required for 
consumption taxes. Also consistent 
with the global trends, the time to 
comply with labour taxes has fallen 
the most.

Of the 12 economies in this region, 
there are 8 with electronic filing 
systems that are used by the majority 
of companies. Bolivia and República 
Bolivariana de Venezuela both have 
electronic filing and payment systems, 
but these are not available for all taxes 
and are not yet used by the majority 
of taxpayers. The introduction of 
electronic filing and payment systems 
however has not led to the substantial 
drop in time to comply that we have 
seen in many other regions. 

Figure 3.57

Trend in time to comply in South America by type of tax

Source: PwC Paying Taxes 2014 analysis

2004 2005 2006 2007 2008 2009 2010 2011 2012

350

300

250

200

150

100

50

0

Consumption 
taxes

Labour 
taxes

Corporate
income tax

Time to comply (hours)

Colombia has been the economy in 
the region with the greatest reduction 
in the time to comply, falling by 253 
hours since 2004. A substantial fall 
was recorded in 2006 followed by 
smaller reductions in subsequent years 
as electronic systems were improved 
and increasingly became used by the 
majority of businesses for specific taxes 
or sizes of company. The reduction was 
evident across all three types of tax.

The next most significant decline in 
time to comply has been seen in Peru 
where the sub-indicator has gradually 
fallen by a total of 131 hours since 
2007. Again this is largely due to the 
introduction and increased use of 
electronic filing and payment, and 
tax software.

In the last year the movement in 
the time to comply has been very 
small with no significant changes 
to highlight.

The fall in time 
to comply has 
been small and 
driven by just 
two economies
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Figure 3.58

Trend in the number of tax payments in South America split by type of tax

Figure 3.59

Significant movements in the number of tax payments between 2011 and 2012 – South America

Source: PwC Paying Taxes 2014 analysis

Source: PwC Paying Taxes 2014 analysis
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The number of payments in 
South America
Figure 3.58 shows the breakdown in the 
number of payments since 2004 split 
by the type of tax. In this region 13% 
of the sub-indicator for the number of 
payments relates to profit taxes, 37% to 
labour tax payments and the remaining 
50% to payments of ‘other’ taxes. In 
the region all 12 economies have VAT 
or a sales tax which is paid monthly. In 
República Bolivariana de Venezuela the 
case study company must also make 
monthly payments of property tax. 

Most of the economies in this region 
have one profit tax payment per year 
under the Paying Taxes methodology, 
but República Bolivariana de Venezuela 
significantly increases the average with 
13 payments. 

In Uruguay, from 2011, it has been 
possible to pay corporate income tax, 
VAT and capital tax jointly, resulting in 
a drop of 24 payments. Furthermore, 
in Uruguay, as in the majority of the 

economies, social security contributions 
and labour taxes can be paid jointly. 
Only Colombia and Argentina have 
had larger reductions in payments 
than Uruguay due to the introduction 
and adoption of online filing and 
payment systems.

As with the global trend, the average 
of number of payments of labour taxes 
has fallen significantly, reducing from 
13.9 payments in 2004 to 9.0 payments 
in 2009. This fall is due largely to the 
implementation in Colombia of an 
integrated form for online social security 
contribution payments unifying in a 
single online payment all contributions 
to Social Security, the Welfare Security 
System and Labour Risk Insurance. The 
number of labour tax payments has not 
changed since 2009.

In Paraguay, as shown in Figure 3.59, 
the number of corporate income tax and 
VAT payments has reduced due to the 
introduction half way through 2012 of 
electronic filing and payment systems.

Labour taxes and 
‘other’ taxes have 
driven the fall 
in payments in 
this region
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Bolivia
Bolivia is collecting more tax, but there is a high compliance cost

Eduardo Aramayo

PwC Bolivia

1986 was a turning point for tax in 
Bolivia. In that year Law 843 was 
approved which implemented profound 
fiscal reform and established a modern 
tax system in Bolivia. While this tax 
reform has been modified over recent 
years, these modifications have not 
distorted the main objective of the 
original law to create a coherent and 
unified tax system. Since 2005, tax 
collections have grown steadily and 
have become an important part of 
government revenues. This increase in 
tax collections has however imposed 
a substantial compliance burden. At 
1,025 hours Bolivia has the second 
highest time to comply of any economy 
in the study, it has one of the highest 
Total Tax Rates and only 29 economies 
have more tax payments, in view of 
a lack of the use of electronic filing 
and payment.

The Bolivian tax system has been 
strongly impacted by the Bolivian 
Tax Code (BTC) which was approved 
in 2003. It established a set of 
mechanisms that helped with the 
inspection, control and verification of 
taxpayers by the tax authorities.

The new Bolivian State Political 
Constitution approved in early 
2009 changed the structure of 
the Bolivian state from a single 
national government to a structure 
with different levels of government 
(e.g. municipal, departmental and 
central governments). These levels of 
government each have the capacity to 
create, manage and collect their own 
taxes in accordance with the ‘law of 
creation of taxes’, though to date the 
exercise of this power has been limited. 
The changes to the constitution have 
also opened up the possibility for the 
Bolivian government to change the 
essential principle of taxation from a 
territorial basis towards a worldwide 
tax system, though again there has 
been little practical change in this area. 
If these changes were to result in new 
laws being made in practice, it could 
increase the complexity of the Bolivian 
tax system still further.
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In another move which could increase 
complexity, legislators have also 
approved laws that allow new taxes 
to be levied on economic activities 
not previously captured. Bolivia now 
has taxes that arise on participation 
in gambling, business promotions 
and financial transactions in foreign 
currency. In addition, the Bolivian 
government has approved laws to 
apply additional income taxes (i.e. 
surtax) to specific industries which 
have demonstrated economic growth 
such as the mining and financial 
services sectors.

Further changes to tax legislation are 
currently going through the legislative 
approval process. This includes a 
new law on mining, changes to the 
commercial code and other changes 
that will bring new formal and 
material tax obligations. There is also 
the potential for Bolivia to apply new 
transfer pricing regulations in the short 
to medium term, along with anti-abuse 
legislation to help further expand 
tax collection.

One change that has been made to 
assist taxpayers is the adoption of 
a mechanism that allows taxpayers 
to appeal decisions before the tax 
administration, encouraging an 
administrative recourse instead of a 
judicial recourse as taxpayers must 
settle their tax debts (including the 
disputed amounts) before they can 
appeal before the tax court. 

In spite of the difficulty of paying 
taxes in Bolivia, there has been 
an increase, mainly in legal entity 
taxpayers, in the number of formally 
registered taxpayers. The Ministry 
of Economy has reported that the 
number of registered taxpayers has 
increased by nearly 15% during the 
2012 fiscal year compared to the 
previous fiscal year, reaching a level 
of approximately 302,000 registered 
active taxpayers. If paying taxes could 
be made easier, with fewer payments 
and less time required to comply with 
tax obligations, it would reduce the tax 
burden on these taxpayers and may 
encourage more companies to become 
registered active taxpayers.

To conclude, Bolivia is going through 
an important moment in its economic 
growth cycle and tax collection has 
played a major role in increasing the 
revenues available to government.  
There is however a pressing need 
to make tax compliance less time 
consuming in order to ensure that this 
growth in tax revenues continues, 
that a tax environment is created that 
is conducive to economic growth and 
investment and, finally, that more 
taxpayers are encouraged to become 
formally registered.
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Colombia
New legislation to refine existing rules and counter tax evasion

Eliana Bernal

PwC Colombia

Many significant changes to the 
Colombian tax system were introduced 
at the end of last year. But while 
modifications made in previous years 
were clearly reflected in the Paying 
Taxes results, these latest changes 
do not affect the case study company 
given its specific fact pattern. The 
changes largely relate to improving 
the legislation connected with 
corporate reorganisations, permanent 
establishments and thin capitalisation 
rules; legislation which in some cases 
was perceived to be operating in a way 
which had not been anticipated. These 
latest reforms are an important part 
of the reform process in Colombia to 
combat tax avoidance and tax evasion.

Rules concerning certain group 
reorganisations including mergers and 
spin-offs, have been tightened to close 
loopholes and to close down certain tax 
planning options. This has left only a 
few well defined instances where the 
reorganisation of companies can be 
carried out tax neutrally.

There were also changes to the capital 
gains tax regime. A 10% withholding 
rate will now apply if a seller owns 
an asset for more than two years. 
These changes have been made 
to favour direct sales rather than 
encouraging the complex tax planning 
arrangements and reorganisations 
which were sometimes used by 
companies seeking to avoid the 
previous 33% rate.

New thin capitalisation rules have also 
been introduced.  The new regime 
disallows a tax deduction for interest 
if the debt exceeds three times the net 
equity at the end of the preceding tax 
year. However, we see challenges in 
applying this new legislation as it is not 
completely clear how the calculation 
of the non-deductible portion of the 
interest cost should be performed.
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The Congress has implemented several 
measures to deal with tax evasion.  An 
important addition to legislation now 
requires that all transactions must 
have sufficient substance and reality 
to ensure that any expenses related to 
a set of transactions can be deducted.  
The legislation also enables the tax 
authorities to ignore tax planning 
structures if their only purpose is to 
save tax.

So the agenda around tax reform 
in Colombia is very active, but as 
mentioned these reforms are not 
affecting the Paying Taxes results 
which have remained broadly stable for 
the last three studies. The compliance 
indicators at 203 hours and 10 
payments compare favourably with the 
global averages and those of the South 
America region. The Total Tax Rate 
remains high, including significant 
elements related to municipal taxes 
and mandatory contributions which 
add to the corporate income tax.  We 
can expect some useful discussions 
when the South American Paying Taxes 
launch is held in Bogota this year.


