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Tax is top of C-suite’s mind in election run-up

The tax function has long been moving
beyond a compliance back-office focus

into a key C-suite priority —helping shape
business strategy decisions around
operating models, supply chains, mergers
and acquisitions (M&A), cash mobilization
and finance and human resources. This
transformation will pick up speed as tax
and strategy become even more intertwined
to support growth during an economic
downturn. The upcoming national election is
amplifying the spotlight on tax and elevating
it to a core business issue.

Right now, the more than $2 trillion in US
government deficit spending to finance
COVID-19 relief is clearly on the minds of
most senior executives. Many tax leaders
(77%) expect tax rates to go up, regardless
of political currents—a sentiment shared by
business leaders across the C-suite (70%).

Among all policy issues, companies expect
post-election tax law changes to affect their
companies the most. More than half (56%) of
all business leaders see tax as the top policy
issue for their companies, ahead of COVID-
related stimulus (42%) and US-China trade
relations (33%).

Top areas of policy impact as a result of US election
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Q: Thinking of the upcoming US general election, where would changes in the following policies have

the most impact on your company?

Highest-ranked choices from a list of 11 options.
Source: PwC Pulse Survey
September 3, 2020: base of 578, Tax leaders base of 64
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Top findings

Sixty-four tax leaders from F1000 and private companies, along with other C-suite executives,
weighed in on this and other policy-related issues in our latest PwC Pulse Survey, fielded
August 28, 2020 to September 3, 2020. Find these insights in our Road to Election 2020 report.
In the ongoing survey, tax leaders also shared their perspectives on other top-of-mind issues,
including where they’ll focus go-forward efforts, what an increased demand for transparency

Where tax leaders plan to invest

Current administration ~ New administration

means for brand and controversy, and which new operating models they’ll look to as they
reimagine the tax function for efficiency and value.

Different paths dictated by election outcome

Facing a broad set of tax, stimulus and

trade issues, tax leaders’ emphasis will

vary depending on the election outcome.
Under a new administration, tax leaders
anticipate far-reaching changes to tax law.
Sixty-six percent of tax leaders will increase
investments in tax scenario planning if Joe
Biden wins the presidency (compared to 38%
under President Trump). If President Trump
is reelected, 31% of tax leaders expect to
increase capital investments, and they will
also spend time on their supply chains, M&A,

capital investments and digital transformation.

There are important caveats. How tax policy
evolves depends not only on who wins

the presidency but also on who controls
Congress and steers economic conditions

next year. With a divided government, it
will likely be hard to make sweeping tax
law changes. And even if the Democrats
control the White House, Senate and
Congress, economic conditions might tip
the scale toward fiscal stimulus rather than
tax increases.

Relegating tax to a compliance function
will be a big miss in this environment.

Tax departments must continuously look
ahead at changes, from expiring or newly
enacted tax provisions to evolving global
and US tax rules and political shifts. And
they must model against multiple scenarios
to reduce uncertainty, allow for no-regrets
planning and generate insight to help their
companies thrive.

Tax scenario planning 38% 66%

Capital investments 31% 13%

M&A, divestiture or other deal type ) 3%

Supply chain 31% 9%
Digital transformation 30% 22%

Domestic expansion 27% 20%

20%
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Risk management 25%

International expansion 25% 23%

Workforce planning 22% 20%

Q: Is your company more or less likely to increase investment in any of the following areas with a
second term of the current administration? A new administration? (responding ‘more likely’)

Source: PwC Pulse Survey
September 3, 2020: base of 578, Tax leaders base of 64
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US companies are preparing for greater demands for transparency

and more tax controversy

Governments around the world are re-
thinking long-standing tax principles amid
the continued public debate over companies
paying their “fair share” of taxes. Tax leaders
are at the forefront of these discussions.
While global tax rules constantly evolve,

the current scope and pace of change is
unprecedented. In this environment, tax has
become a brand and reputational issue as
well as a key business issue. Three-quarters
of tax leaders expect an increase in demand
for global tax transparency in the next few
years. Given these initiatives, companies will
need to focus not only on tax planning and
compliance but also invest in policy teams
that can navigate anticipated legislative
changes that follow from (or in some cases,
front run) these efforts.

A global campaign to rewrite international tax
rules is continuing to advance as countries
respond to the economic effects of the
pandemic. Consider the tax issues arising
from the digitalization of the global economy.
Ongoing efforts by the G20 and OECD to
develop a long-term consensus solution to

tax challenges arising from the digitalizing
economy are playing out at the same time
that individual jurisdictions are resorting to
unilateral tax measures. Concerns that these
unilateral measures constitute discriminatory
actions aimed at collecting revenue from US
technology companies in turn are leading

to increased trade tensions. Add to this
debate the pandemic and the budget crises
facing governments, and it’s easy to envision
more aggressive audit and enforcement
postures by domestic, local and global
taxing authorities.

Against this complex backdrop, the global
tax policy agenda likely will continue to
feature unprecedented volatility. The dispute
resolution mechanisms needed to provide
business certainty are yet to be developed
and agreed upon. Global businesses will look
to manage risk through policies, procedures
and controls around how they determine tax
positions and work with tax authorities. They
will need to have a coordinated approach to
tax audits and dispute resolution.

Looking toward greater tax transparency — and risk controversy
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Q: Please indicate the degree to which you agree or disagree with the following statements.
There will be an increase in demand for global tax transparency in the next few years, leading to
greater reputational risk and tax controversy for my global operations.

Source: PwC Pulse Survey
September 3, 2020: base of 578, Tax leaders base of 64
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Cutting costs, optimizing operations through tech-enabled models

Many factors have accelerated companies’
plans to modernize their tax department
operating models. These factors range

from COVID-19 forcing cost reductions and
shifts to working remotely to enterprise-
wide initiatives to modify business operating
models, finance transformations and moves
to the cloud.

Almost three-quarters of tax leaders

are cutting costs and transforming their
operating models through a combination
of levers including automation (53%),
outsourcing and managed services (44%)
and new technology (38%).

These findings reflect how tax functions

are changing their operating models to
implement new cost containment measures
while at the same time striving to do

much more. This includes providing better
insights to management, increasing service
levels to internal customers and speeding
reporting cycles. Other improvements

include the ability to absorb and assess the
impact of rapidly changing legislative and
regulatory landscape, managing increasing
levels of financial and reputational risks
and addressing demands for increased
transparency. And, just as importantly, tax
leaders continue to look at how to create
value for the enterprise.

Based on the priorities, capabilities and
cost/benefit considerations, there are a
number of levers and models companies
are considering to build the tax function of
the future. These include upskilling their
workforce, standardizing and automating
activities, and leveraging shared services
centers and strategic co-sourcing,
outsourcing and managed services. The
optimal tax operating model is not an either-
or choice and may differ by functional area
(e.g., income tax, indirect taxes, planning,
business unit support) and informed by each
company’s unique situation.

How the tax function is changing

Changing internal processes or automating more

Outsourcing work or leveraging managed services

Upgrading technology

Reducing personnel/rationalizing roles

My company’s tax department is not planning
actions to cut costs
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Q: Which of the following is your company's tax department planning in order to cut costs?

Source: PwC Pulse Survey
September 3, 2020: base of 578, Tax leaders base of 64
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Latest findings: Road to election 2020

No matter who occupies the White House next, business leaders must anticipate what policy
and regulatory shifts will mean. The election focuses on big issues, such as economic stability,
the role of government programs in driving economic recovery, and responsibility of business
in creating domestic jobs and championing diversity and inclusion. See what’s top of mind
and keep up with perspectives on how your company can be more agile and responsive to
whatever comes next.

Learn more
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Current and past surveys

PwC Pulse—September 2020

Workforce Pulse—July 2020

CFO Pulse—June 2020
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