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Maintaining trust in the tax system to help encourage growth

Kevin Nicholson
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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.

11034.0 8
Number of 
payments

Time 
(hours)

Total Tax 
Rate (%)

25 Total Tax Contribution for The Hundred Group 2012



www.pwc.com/payingtaxes 
www.doingbusiness.org 

The Total Tax Rate included in the survey by 
the World Bank has been calculated using the 
broad principles of the PricewaterhouseCoopers 
methodology. The application of these principles 
by the World Bank Group has not been verified, 
validated or audited by PricewaterhouseCoopers, 
and therefore, PricewaterhouseCoopers cannot 
make any representations or warranties with 
regard to the accuracy of the information 
generated by the World Bank Group’s models. In 
addition, the World Bank Group has not verified, 
validated or audited any information collected 
by PricewaterhouseCoopers beyond the scope 
of Doing Business Paying Taxes data, and 
therefore, the World Bank Group cannot make 
any representations or warranties with regard 
to the accuracy of the information generated by 
PricewaterhouseCoopers’ own research.

The World Bank Group’s Doing Business tax 
ranking indicator includes two components in 
addition to the Total Tax Rate. These estimate 
compliance costs by looking at hours spent on 
tax work and the number of tax payments made 
in a tax year. These calculations do not follow 
any PricewaterhouseCoopers methodology 
but do attempt to provide data which is 
consistent with the tax compliance cost aspect 
of the PricewaterhouseCoopers Total Tax 
Contribution framework. 

The firms of the PricewaterhouseCoopers global 
network (www.pwc.com) provide industry-focused 
assurance, tax and advisory services to build 
public trust and enhance value for clients and their 
stakeholders. More than 180,000 people in 158 
countries across its network share their thinking, 
experience and solutions to develop fresh 
perspectives and practical advice. 

This publication has been prepared as general 
information on matters of interest only, and 
does not constitute professional advice. No 
one should act upon the information contained 
in this publication without obtaining specific 
professional advice. No representation or warranty 
(express or implied) is given as to the accuracy 
or completeness of the information contained 
in this publication, and, to the extent permitted 
by law, neither PricewaterhouseCoopers nor 
the World Bank Group accept or assume any 
liability, responsibility or duty of care for any 
consequences of anyone acting, or refraining to 
act, in reliance on the information contained in 
this publication or for any decision based on it. 
The World Bank Group does not guarantee the 
accuracy of the data included in this work. The 
boundaries, colours, denominations, and other 
information shown on any map in this work do 
not imply any judgment on the part of The World 
Bank Group concerning the legal status of any 
territory or the endorsement or acceptance of 
such boundaries. The findings, interpretations, 
and conclusions expressed herein are those of the 
author(s) and do not necessarily reflect the views 
of the World Bank, IFC and its Boards of Executive 
Directors or the governments they represent.

This publication may be copied and disseminated 
in its entirety, retaining all featured logos, names, 
copyright notice and disclaimers. Extracts from 
this publication may be copied and disseminated, 
including publication in other documentation, 
provided always that the said extracts are duly 
referenced, that the extract is clearly identified as 
such and that a source notice is used as follows: 
for extracts from any section of this publication 
except Chapter One, use the source notice: “© 
2013 PricewaterhouseCoopers. All rights reserved. 
Extract from “Paying Taxes 2014” publication, 
available on www.pwc.com/payingtaxes”. For 
extracts from Chapter One only, use the source 
notice: “© 2013 The World Bank and International 
Finance Corporation.  All rights reserved. Extract 
from “Paying Taxes 2014” publication, available on 
www.pwc.com/payingtaxes”.
 

All other queries on rights and licenses, including 
subsidiary rights, should be addressed to the 
Office of the Publisher, The World Bank, 1818 H 
Street NW, Washington, DC 20433, USA; fax: 202-
522-2625; e-mail: pubrights@worldbank.org.

© 2013 PricewaterhouseCoopers, the World 
Bank and International Finance Corporation. 
All rights reserved. “PricewaterhouseCoopers” 
refers to the network of member firms of 
PricewaterhouseCoopers International Limited, 
each of which is a separate and independent 
legal entity. The World Bank refers to the legally 
separate but affiliated international organizations: 
International Bank for Reconstruction 
and Development and International 
Development Association.
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