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Introduction
For the KPMG network, a top priority is helping member firm clients manage tax 
transformation and position their businesses for future success. Since 2006, we have 
conducted regular surveys of tax executives around the globe to uncover their most 
pressing issues. Our purpose is to gain insights on how these issues influence changes 
in structure, investments in people and processes, and overall objectives and priorities.

Now, in this updated survey conducted in late 2012, the environment in which 
tax directors operate has changed dramatically. Lingering economic uncertainty is 
increasing pressure on companies to cut costs and on tax authorities to boost revenue. 
Globalisation continues to spur centralisation of finance, tax and other functions. 
Companies are expected to improve their governance, accountability and transparency 
in all areas. Further, political attitudes toward taxation are shifting, with much more focus 
on civic responsibility and public demands that companies should pay their “fair share” 
of tax to the jurisdictions where they earn profits.

With this environment as a backdrop, we sought to identify trends and benchmarks on 
the following fundamental questions:

•  How are tax departments changing their operations to address emerging economic, 
business and regulatory trends?

•  How are they progressing on aspects of governance and performance such as 
strategy, risk management and measurement?

•  How are they approaching process and technology investment and improvement, 
including the impact of cloud computing?

•  How are they addressing the pressure to more effectively resource how they do  
their work?

•  How are they responding to rising tax authority scrutiny and demands?

The survey now shows that tax departments have made good progress in several of 
these key areas. However, in a rapidly changing business and regulatory environment, 
the results also suggest that there is still work to do if tax departments are to meet the 
dual challenges of effectively managing risk while providing more effective, real-time 
support to business activity and influence on the bottom line.
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Based on KPMG International’s survey of tax executives, tax 

departments of UK-based multinationals are:

• More advanced than their global peers in having global 

standards related to tax policies, tax department 

accountabilities, and board-level involvement in the 
development of tax strategies that align with the company’s 
overall business strategy.

• Ahead of their global counterparts in centralising 

management and direction of the global tax responsibilities 

within a headquarters tax department, which can help ensure 
clarity over roles, responsibilities and reporting lines but bears 
the risk that tax teams may have less opportunity to contribute 
value to other business functions.

• Not integrally involved in finance function transformation 

projects or sourcing opportunities (i.e. leveraging shared 
service centres) and less likely to influence or benefit from 
projects aimed at standardising and automating finance, 
accounting and tax processes.

• Highly focused on tax compliance and financial reporting 

activities due to rising regulatory pressure and negative 

consequences of compliance failures, diminishing their ability 
to balance other important pursuits like cash tax planning and 
interacting proactively with other business functions.

• In the absence of more investment in standardisation, 

efficiency and process improvement, facing future challenges 
from rising compliance needs and cost pressures, which could 
draw ever more time and resources from collaborating with 
other business units.

Focus on United Kingdom
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KPMG International’s series of global benchmarking studies of tax department 
structures and operations shows that leading tax departments – those that add the 
most value to their businesses – do so by putting high priority on three areas:

1. clarifying accountabilities

2. driving standardisation and efficiency

3. promoting connectivity with their colleagues across the business in support of a 
proactive tax department. 

In conducting the survey in late 2012 on behalf of KPMG’s member firms, we were 
keen to see how tax departments in have progressed in these areas, especially 
given on-going economic uncertainty and continuing regulatory reform.

This report highlights recent developments in the UK tax environment and insights 
on how UK-based tax departments have advanced since our last survey in 2009.

For analysis of the global survey results, visit kpmg.com/goodbetterbest.

Improving accountabilities – board level attention 
rises in pace with reputational risk 

For UK-based multinationals, it has become common practice to have a tax strategy that 
is consistent with the company’s overall business strategy – 96 percent of UK-based 
respondents now say they have such a strategy, which is close to the result achieved in 
2009 and above the current global result of 93 percent.

Over the past 3 years, the level of board involvement in tax strategy development and 
governance rose significantly:

• The percentage of UK-based respondents who say their tax strategy has board-level 
approval climbed from 52 percent in 2009 to 88 percent currently. 

• 78 percent of UK-based respondents say their board and/or corporate leadership are 
directly involved in providing guidance on the tax strategy – a significant increase 
from 2009 (56 percent) and slightly higher than the global result (73 percent). 

• 80 percent of UK respondents report having global standards related to tax policies 
and procedures, up from 56 percent in 2009. 

However, fewer UK-based respondents – 66 percent – say they have formally 
documented their tax strategy, which is important in ensuring that the strategy is 
adequately communicated and implemented.

88%  
of UK-based tax 

departments have a 

board-approved strategy 

that aligns with their 

overall business strategy

66%  
 have formally 

documented their tax 

strategy
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Contributing to board and upper management’s increased focus on tax are the UK’s 
Senior Accounting Officer rules, which require the chief financial officer (CFO) or 
equivalent to take personal responsibility to certify that reasonable steps have been 
taken to ensure appropriate tax accounting arrangements are in place (e.g. through 
implementation and monitoring of robust tax processes, controls and systems). 
Introduced in 2009, these rules are in line with the sharpening focus on tax controls  
and governance.

Regulators, investors and analysts continue to take much more interest in how 
companies manage their taxes. Regulatory and media attention has focused on whether 
companies are paying their ‘fair share’ of tax and on behaviour with regard to tax 
planning. Calls for mandatory reporting of tax payments and detailed information such 
as sales and net assets on a country-by-country basis are coming from many areas. 
The debate continues as to the right approach: mandatory reporting via legislation or 
voluntary disclosure.

As reputational risk related to tax for UK-based firms is on the rise, executive and 
director-level attention to tax governance and risk has risen accordingly. We expect 
this to continue, spurring more interaction and collaboration among boards, finance 
executives and tax departments and drawing more attention to the need for greater 
visibility and control over tax compliance processes and controls.

To that end, we also expect greater awareness of how much tax is paid, where that tax 
is paid and whether that is in line with expectations given the tax strategy. When asked 
where they expect their tax department would devote its time over the next 12 months, 
UK respondents gave the highest rankings to tax compliance and financial reporting. 
These activities are expected to occupy 22 percent and 18 percent of tax department 
time respectively.

Driving standardisation & efficiency – centralising 
activities & leveraging sourcing options

The levels of standardisation of tax and compliance processes reported by UK 
respondents are close to or below those reported globally. However, compared to their 
global counterparts, respondents in the UK are less likely to say that finance leadership 
drives standardisation in their global tax department: only 16 percent of UK-based 
respondents say finance leadership drives standardisation “strongly” (36 percent globally) 
and only 8 percent say finance leadership drives it “relentlessly” (15 percent globally).

Only 16% 

of UK-based 

respondents 

say finance 

leadership drives 

standardisation 

“strongly” and  

only 8% drive it 

“relentlessly”
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This suggests that the greater independence of UK-based companies’ tax departments 
has caused them to be less involved in finance function transformation projects aimed 
at standardising and automating finance and accounting processes.

As global businesses re-think their strategies for the future and as finance functions 
transform to adapt to new business models, tax departments need to ensure they are 
fully involved and contributing to the transformation. Whilst a tax department can develop 
its own strategy, it can be more successful if it is developed in the context of an overall 
sourcing strategy or finance transformation and thus supports the wider business case. 
The alternative is the risk of losing influence as the tax department scrambles to catch up 
with other parts of the business in the wake of change.

There is evidence that some forward-thinking UK-based tax departments are becoming 
better at leveraging their sourcing models to free tax department time and resources for 
more strategic purposes. Currently, 46 percent of UK respondents use outsourcing or 
co-sourcing to carry out or support tax department responsibilities and 30 percent say 
they use an accounting shared service centre to support the tax department.

Freeing up internal resources for other tasks and lack of availability of internal resources to 
complete work are named as the most important characteristics driving decisions on what 
compliance activities to outsource or co-source. The types of work outsourced that saw 
the biggest increases since 2009 include overseas corporate income tax compliance and 
expatriate/personnel tax compliance. This suggests that UK-based tax departments are 
becoming more strategic in their sourcing and more confident in accessing specialised tax 
resources when a business need arises.

However, the majority of UK-based respondents seem to have little interest in improving 
the efficiency of tax department processes: 76 percent are satisfied with their current 
administrative budgets, 88 percent are satisfied with levels of investment in tax 
technology and process improvement, and only 12 percent expect the structure of their 
tax department to change in the near future.

46% 

of UK respondents 

outsource or 

co-source tax 

department activities

30% 

use a shared service 

centre to support the 

tax department

76% 

are satisfied with 

their current tax 

administration 

budgets

12% 

expect their tax 

department to be 

restructured in the 

near future
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In light of the challenges ahead, we would expect forward-thinking UK-based tax directors 
to be considering their business case for change to improve efficiencies by streamlining 
and automating tax processes.

By doing so, they stand to gain benefits in terms of greater visibility and control over 
compliance and reporting processes and improved quality. Just as importantly, they  
can free up resources to balance compliance work with higher value strategic and 
business support activities, allowing them to become more effective and proactive 
business partners.

Promoting connectivity – value adding activities 
pushed to the side-lines

As noted, among UK respondents, tax compliance and financial reporting activities 
remain the primary focus of the tax department. While these activities are critical 
and growing more so, they need to balanced with other, more strategic activities for 
companies to realise their tax departments’ full potential value.

For UK-based tax departments, integration with business groups ranks low in priority, 
both in terms of how the tax department is measured and where tax department time 
is expected to be spent. Even though UK tax departments are interacting more with 
boards and upper management, the priority on compliance activities is pushing other, 
more value - adding activities – like cash tax planning and closer integration with the rest 
of the business – to the side-lines.

There is a clear trend toward centralising resources within a global or company-wide tax 
department that directs or manages the global tax department. UK respondents are more 
likely than their global peers to have a centralised tax department in place. Currently, 
82 percent of respondents say their company has a headquarters tax department that 
directs, manages and coordinates the global tax department, compared to 76 percent 
of global respondents. Also, 60 percent of UK respondents say their company has 
employees with responsibilities for particular regions or multiple countries, compared to 
52 percent of global respondents and up from 44 percent in 2009. 

60% 

of UK respondents 

now have employees 

with responsibilities 

for particular regions 

or multiple countries 

versus 44%  

in 2009

51% 

of UK-based tax 

departments’ time 

is expected to be 

spent on compliance, 

reporting and 

managing audits

© 2013 KPMG LLP, a UK limited liability partnership, is a subsidiary of KPMG Europe LLP and a member firm of the KPMG network 
of independent member firms affiliated with KPMG International Cooperative, a Swiss entity. All rights reserved.



Good, Better, Best – United Kingdom / 7

This trend toward centralisation can hamper tax departments’ ability to focus on better 
connectivity with all parts of the company and may explain the lower priority on closer 
integration with the rest of the business. When tax teams assemble in central locations, 
they typically have less opportunity to engage with teams in other countries. This can 
contribute to a perception that they focus solely on tax compliance versus supporting 
and understanding the broader company. Such situations are even more challenging 
when other finance and accounting functions are also centralised.

Companies that adopt centralised tax department structures need to put in place 
measures and procedures to ensure tax teams can participate and contribute to 
decisions and activities where tax has an impact and can increase or decrease value.

Managing tax authority audits is now more important to UK-based respondents, and is 
expected to occupy 11 percent of tax department time in the next 12 months. Although 
the level of tax controversy reported by UK-based respondents has actually dropped 
since 2009 in all taxation areas, except corporate income tax and transfer pricing (which 
are unchanged), the increased importance placed on dealing with UK tax audits appears 
to be due to a more focused approach being adopted by tax authorities on all aspects of 
the tax audit process.

Rising tax audit activity, combined with rising cost pressure as global economic 
uncertainty persists, means that UK-based tax departments may have to devote  
even more time and resources to compliance than they do now, leaving less time  
and resources to provide effective, real-time support to business activity and influence 
the bottom line.
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Blueprint for change

As tax functions struggle to cope with mounting regulatory and cost pressures, leading 
organisations are seeing that a transformational approach can show the way forward.

Knowing where to start can be a daunting task. In our experience, the challenges and 
the solutions can be grouped into the key elements of Governance, Compliance and 
Technology. This can help you assess and understand your challenges and develop an 
approach that works for your business.
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Governance

What is your vision and how can you make it happen?

The attitudes of governments, shareholders and boards of directors to the management 
of tax are changing and managing tax risk and reputational issues are now high on the 
agenda. We are seeing progressive businesses implementing a governance framework 
which takes account of the inter-dependencies of the operational issues they face.

Key considerations include:

• Establish a clear tax vision and strategy, aligned to the business objectives of the 
wider organisation.

• Determine your appetite for risk, how you manage reputational issues and how you 
communicate your tax position to your internal and external stakeholders.

• Create the right tax operating model to deliver the agreed tax strategy whilst 
providing the flexibility to deal with future changes.  

• Assess your resourcing requirements by determining how many people are  
needed, skills they need, where they should be located and what they should  
be responsible for.

• Determine how the tax function will be measured including the right KPI’s to drive 
the right behaviour and helps Tax to demonstrate that it’s delivering on its objectives.
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Compliance

How do you manage your statutory obligations in the most efficient and effective way?

As finance functions transform their structures, the challenge is for Tax functions to keep 
pace with this change and consider the sourcing models available to them to meet their 
legal, fiscal and statutory obligations.

Key considerations include:

• Understand your real cost of compliance and build a business case for change to 
ensure you are getting the right return on your investment.

•  Assess your sourcing options to determine how you can manage your tax and 
statutory obligations in the most efficient and effective way.

•  Ensure your compliance sourcing model aligns with your business strategy and assess 
whether you need a common strategy and approach for compliance for all taxes.

•  Streamline, standardise and automate existing processes to increase productivity and 
identify potential cost savings.

•  Proactively manage your relationships with tax authorities, filing obligations and tax 
compliance risks.
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Technology

How can technology improve your efficiency and control?

Technology can be essential to the effective management of tax and can be the key to 
releasing resources from compliance and validation activity and achieve more effective 
management of risk. But all too often, businesses will fail to maximise the tax functionality 
of existing finance platforms, or will invest in additional tools without a clear strategy.

Key considerations include:

• Ensure your existing finance and/or ERP systems are properly tax sensitised to provide 
standardised tax determination and reporting functionality across your business.

•  Put in place the right tools to give you all the management information you need over 
tax filing, payments and risks across your business.

•  Identify any weaknesses in your business and tax processes and put in place data 
analysis tools to act as a compensating control.

•  Deliver significant cost and resource savings by reducing the time spent on 
consolidating, analysing and reporting data through greater automation.

•  Access faster, more accurate reporting and forecasting data, aligned to clear business 
metrics, to enable informed strategic decisions and improved performance.
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About the survey 

• KPMG International’s global survey of people in charge of tax policy and 
operations of businesses worldwide is one of the largest surveys of its kind.

•  Iterations of the survey have been conducted regularly since 2006, charting the 
evolution of leading tax departments and identifying operational benchmarks 
for high-performing tax teams.

•  For the current survey, 1,150 heads of tax in 22 countries, including 50 
respondents in the United Kingdom, took part in blind telephone surveys to 
share their opinions on how tax departments are adapting to current business 
challenges. About 700 of respondent companies are Fortune 500, Forbes 2000 
or equivalent companies.

•  To gain more clarity on the telephone survey results, additional in-depth 
interviews were conducted with several clients of KPMG member firms and 
tax professionals worldwide.
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