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Philip Baker QC (Professor of Taxation, Institute for Advanced Legal Studies, University of 

London) 

Causes of complexity in the United Kingdom tax system 

Why does the UK have the longest tax code in the world?  Is this a cause of complexity, or a 

reflection of complexity?  Why has the current situation arisen?  The paper will discuss 

possible causes of the complexity of UK tax law, including the annual Finance Act process; 

the complex nature of UK society; the style of statutory drafting; the impact of the Tax Law 

Rewrite.  The paper will then discuss what might be done to reduce the complexity.  It will 

argue that just simplifying the legislation will not achieve the result (though it might help): 

real simplification requires simplifying the structure of taxes (e.g. merging the tax base for 

income tax and national insurance contributions), simplifying the administration of the tax 

system, and simplifying the sources of tax law. 

Jacqueline Coolidge (The World Bank International Trade and Investment Unit) 

Simplified small business tax regimes in developing countries: Empirical evidence of use and 

abuse 

Fixed tax regimes for micro scale businesses in developing countries tend to be very popular. 

They typically offer both attractive rates and minimal compliance costs.  However, actual 

turnover levels and thus eligibility of businesses tends to be hard to monitor.  In practice, 

there has been widespread anecdotal evidence that fixed-tax regimes are often used by 

medium-sized businesses (usually by under-declaring their turnover), such that participation 

in the general tax regime risks getting eroded.  
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Data from the World Bank Group’s Tax Compliance Cost Surveys provide empirical 

evidence of these problems.  Albania had until quite recently (and Ukraine still has) fixed-tax 

regimes that appear to be unnecessary and are used by businesses that can and arguably 

should be paying taxes based on turnover, if not profits.  Yemen had a regime with overly 

generous features.  While designed explicitly for illiterate entrepreneurs, it simply 

encouraged almost all businesses to declare that they could not carry out bookkeeping.  

Burundi’s regime offered a fixed tax for micro-enterprises that may have been appropriately 

designed and targeted, but the “simplified” regime intended for small businesses was only 

slightly simpler than the regular regime, and was rarely utilized.  Nepal’s regime is similar. 

With regard to enforcement, the survey evidence suggests that the tax regimes in all four 

countries failed to put in place risk-management strategies targeted at abuse of the fixed tax 

regimes. 

Judith Freedman (Pinsent Masons Professor of Taxation Law and a Fellow of Worcester 

College, University of Oxford) 

Complex institutions for a complex tax system: The organisational approach to managing tax 

complexity and uncertainty 

A fundamental cause of tax complexity lies in flaws in underlying policy, but given the 

intensely political nature of taxation it is unrealistic to expect that any jurisdiction will 

manage to set up a fully coherent set of tax policies.  There is a tension between technical 

requirements of tax system design and political pressures: the demands of politics often 

increase complexity. 

In the UK we have seen the emergence of a range of methods and new institutions intended 

to improve tax policy making and to increase scrutiny of tax legislation and the tax 

authorities, as well as the development of increased political scrutiny.  This paper considers 

whether such institutions, processes and methods of scrutiny are well constructed to reduce 

complexity and, indeed, whether they should prioritise reduction of complexity.  The focus 

will be on the UK’s ‘new approach’ to tax policy making in the UK and on institutions such 

as the Office of Tax Simplification and the GAAR Advisory Panel.  The recent activities of 

the House of Commons Public Accounts Committee, advised by the National Audit Office, 

and the House of Lords Economic Affairs Committee will also be considered as part of the 

overall picture. 

Ann Hansford (Senior Lecturer in Accounting and Taxation, Exeter University Business 

School) and Patricia Billingham 

The complexity of tax risk management: Going beyond the tax law 

This paper provides a detailed review of the changing approach now taken to the 

management of tax risk.  The empirical data is drawn from in depth qualitative interviews 

with UK Tax Directors of FTSE 100 companies and other large international groups.  The 

findings demonstrate that in assessing tax risk, corporates now take into account a much 

broader range of stakeholders and decisions about tax are not based solely on the tax 
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legislation.  Large corporates are self-regulating and changing their behaviour.  These self-

imposed restrictions are creating increasing uncertainty and complexity. 

John Hasseldine (Professor of Taxation, University of New Hampshire) 

A primer on oversight mechanisms and administrative responses to tax complexity in the 

United States 

This paper provides an overview of federal responses to the problem of tax complexity in the 

United States. In addition it first outlines the federal oversight organizations that oversee the 

IRS’ operations to ensure that efficiency and effectiveness are present within the agency. 

These include the Government Accountability Office, the Office of Management and Budget, 

the Treasury Inspector General for Tax Administration and several other House, Senate and 

IRS Committees. The paper will outline IRS initiatives at tax complexity monitoring and 

responses and also examine the extent to which the oversight organizations analysed address 

tax complexity themselves. 

Kristin Hickman (Professor of Taxation, Minnesota Law School) 

Tax complexity and judicial review 

The paper will highlight American administrative law norms and discuss how those might be 

leveraged to offset some of the negative implications of tax system complexity.  U.S. courts 

have recognized their inherent limitations in reviewing executive agency administration of 

complex regulatory systems.  For example, the Chevron doctrine reflects U.S. courts' 

recognition that, where the legislature has given agencies the discretion to shape 

programmatic details, traditional tools of statutory construction are of limited utility, and 

courts lack the expertise to evaluate the substance of agency exercises of discretionary 

authority.  But courts are comparatively good at evaluating whether agencies have satisfied 

various procedure and process requirements designed to ensure transparency, accountability, 

and public participation.  In the U.S., however, courts are only beginning to apply this 

approach to judicial review in tax cases.  Rising tax system complexity offers a normative 

justification for this shift. 

Kuda Muli (Doctoral student, University of Pretoria) and Dr Theuns Steyn (University of 

Pretoria) 

Exploring individual taxpayers’ perceptions of tax complexity 

Generally, tax systems are perceived to be complex.  This study takes a qualitative empirical 

approach to examine individual taxpayers’ perceptions of tax complexity.  The study also 

investigates whether taxpayers perceive that their tax burden is influenced by complexity and 

analyses suggestions by respondents on how the South African tax system can be simplified. 

The findings are that not all taxpayers perceive the tax system as being complex.  These 

respondents mainly acknowledge the various means available, such as e-filing, to counter the 
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effects of tax complexity.  They also point out that taxpayers should be responsible for 

educating themselves on how the tax system works. 

However, the majority of the respondents believe that the tax system is complex.  The 

complexity is mainly attributed to the challenges taxpayers face in attempting to comply with 

tax legislation.  These challenges include difficulties in keeping up to date with constant 

changes to legislation, the fear of filing inaccurate tax returns and a general lack of adequate 

knowledge to confidently handle one’s tax affairs.  An interesting theme emerged of how 

respondents make the presumption that the tax system might be complex for other taxpayers 

due to a lack of education or knowledge on the tax system. 

The study concludes that perceptions of tax complexity seem to be influenced by 

complexities in tax legislation, user needs as well as user abilities.  Recommendations are 

made for further studies to assess taxpayers’ tax literacy levels.  Future studies may also 

investigate taxpayers’ awareness of their rights and obligations under tax laws 

Lynne Oats (Professor of Accounting, University of Exeter and Director of the Tax 

Administration Research Centre, Institute for Fiscal Studies-Exeter University) 

Tax complexity and symbolic power 

Much has been written about the vested interests associated with tax complexity, and the 

manner in which such interests inhibit simplification projects.  Much less has been written 

about the ideological underpinnings of tax simplicity, although there is some 

acknowledgement of this nested within critiques, for example, of optimal tax theory.  Using 

insights from French Sociologist Pierre Bourdieu, these vested interests and ideologies will 

be explored in this paper as a field analysis, in which the tax field is conceived of as a site of 

struggle and in which symbolic power plays an important role. 

Andrew Packman (with Neville Howlett) (Tax Transparency and Total Tax Contribution 

Leader, PricewaterhouseCoopers International Limited, London) 

Paying Taxes: The global picture – an index to encourage tax reform and the development of 

good tax systems 

Now in its 10
th

 year, ‘Paying Taxes’ provides insight into the operation of tax systems around 

the world to help inform policy makers in designing good tax systems.  In this paper we look 

at the purpose of the study, what it covers and doesn’t cover, the methodology and how the 

data is collected.  We summarise and evaluate the key messages and trends from the start of 

the study to the present using the three core indicators (total tax rate, hours to comply and the 

number of payments) and look at the insights afforded by data collected in addition to these 

three core indicators.  We present some economic analysis using the ‘Paying Taxes’ data and 

also consider how the data can provide insights into the hallmarks of a good tax system. 
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Frank Pedersen (Visiting Professor at New York University and former Head of the Danish 

Office of Tax Simplification) 

A sound perspective towards tax complexity in a hypercomplex society 

The theoretical perspective presented by social theorist Lars Qvortrup in The Hypercomplex Society 

focuses on society’s progression first from a simple to a complex society, and then to our present 

phase: the hypercomplex society.  This theoretical structure is useful to a consideration of tax 

complexity.  In a complex society, a system can be considered from inside – corresponding, in the 

taxation context, to the ability of tax professionals to understand the tax system.  In a hypercomplex 

society, by contrast, there is no one who can be expected to understand the entire system.  

Nonetheless, tax professionals are able to act within the context in which they find themselves. In 

linking comprehension of tax complexity to the overall development of society, this article offers an 

understanding of the present-day state of tax complexity, as well as a perspective for accepting, in the 

tax context, how our current society manage complexity. 

Alex Raskolnikov (Charles Evans Gerber Professor of Law, Columbia University) 

The uneasy case for graduated tax penalties 

This paper searches for the economic case for aggressiveness-based graduation of tax 

penalties and finds it uneasy in both the optimal and complete deterrence frameworks. The 

optimal deterrence approach successfully used in many areas of economic regulation is 

unhelpful in designing the real-life tax rules and sanctions because the ideal tax system is so 

different from the real one. Arguments suggesting that graduated tax sanctions are efficient 

for the reasons unrelated to the efficiency of the underlying substantive rules are mistaken or 

lack empirical support crucial for their validity. Turning from efficiency to compliance does 

not change the ultimate conclusion. While the compliance-focused complete deterrence 

approach has dominated the economic literature on tax enforcement, that literature largely 

ignores legal uncertainty and, therefore, has no tools to investigate aggressiveness-based 

graduation. This paper advances our understanding of taxpayer choices and decision making 

under legal uncertainty by offering an informal model of tax noncompliance with uncertain 

legal rules and exploring its implications in the complete deterrence framework. 

Binh Tran-Nam (Associate Professor UNSW Australia) 

A comprehensive approach toward measuring the costs of tax complexity 

As a criterion of good tax policy, tax simplicity (or its mirror, tax complexity) has, until 

recently, been neglected.  This neglect is apparent in terms of tax teaching (e.g. textbooks on 

public finance), research (e.g., articles in academic journals) and tax policy (e.g., tax 

simplification is perhaps the least observed goal of tax reform).  There has been, however, an 

international rise in the interest in the topic of tax complexity, possibly because of the rapid 

spread of the value added tax with visible and high costs of operation.  Not surprisingly, there 

has been a substantial growth in the empirical studies of tax compliance costs, especially tax 

compliance costs of business taxpayers, around the word. 
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The first step to any tax simplification is the proper measurement of the costs of tax 

complexity.  The central argument of this paper is that the existing approach in measuring the 

costs of tax complexity is conceptually inadequate.  In particular, it is argued that tax 

operating costs, however well-defined and estimated, merely represent the accounting cost of 

tax complexity.  A conceptually more satisfactory approach calls for indirect and 

macroeconomic costs of complexity in addition to the direct (operating) costs of tax 

complexity.  Indirect costs of tax complexity refer to the loss of output due to the change in 

behaviour of economic agents which is, in turn, caused by their actual or perceived tax 

complexity.  Macroeconomic costs refer to the multiplier effect of the combined direct and 

indirect costs of tax complexity as they flow through the economy.  This paper is intended to 

provide a preliminary investigation of these concepts. 

David Ulph (Professor of Economics and Finance, University of St Andrews) 

Measuring tax complexity – a conceptual framework 

This paper sets out a conceptual framework for thinking about tax complexity and how it 

might be measured.  It starts by examining what tax complexity might mean, and, based on 

the economic theory of optimal taxation it examines issues relating to tax design.  It then 

considers issues relating to the way in which the tax law is written and the tax system is 

administered.  It examines how complexity might be measured, and offers some reflections 

on a measure currently being employed by HM Treasury in the United Kingdom. 

Francois Vaillancourt (with Marco Lugo) (Professor Emeritus of Economics, Montreal 

University) 

Tax complexity and compliance costs: theoretical issues and results for Canada, 2007 

This paper first examines how the notion of tax complexity has been operationalized in some 

empirical work.  It then uses data from the Canada Revenue Agency and from a survey (2007) 

of individual Canadian tax filers to estimate the compliance costs of using ten specific federal 

income tax credits.  This is done using both descriptive statistics and multivariate analysis to 

establish who uses what credit.  We then relate these costs to the desired outcomes and to the 

associated tax expenditures. 

Michael Walpole (Professor of Taxation, School of Taxation and Business Law, Australian 

School of Business, UNSW Australia) 

The virtues of tax complexity: Why the community wants a complex tax system 

The paper will trace some of the outpourings and anxiety on the subject of tax minimisation 

by Multi National Entities (MNEs) and the anti-avoidance responses to these outpourings.  

The thesis is that the community does not actually want, nor can it afford, a tax system that is 

too simple if it can be subverted to reduce the tax burden of well-resourced MNEs.  The 

paper will address the implicit irony that greater complexity may create opportunities for 

avoidance.  Thus complexity of a specific type to reduce avoidance (through reporting 

requirements and GAARs) is what is required. 
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John Whiting (Director of the UK Office of Tax Simplification) 

Tax simplification: Lessons from the United Kingdom 

The United Kingdom’s (UK) Office of Tax Simplification (OTS) has been in operation for 

four years, studying areas of the UK’s tax code and making recommendations to Ministers on 

changes to effect simplifications.  What has it achieved – and what lessons are there for 

simplification efforts generally?  John Whiting, Tax Director of the OTS throughout its 

existence, will also discuss the OTS’s views on what makes complexity and how it can be 

measured, with particular reference to the OTS’s complexity index. 

 

Discussants/Commentators 

Gordon Cooper AM (Adjunct Professor, UNSW Australia) 

Michael D’Ascenzo AO (Adjunct Professor, Melbourne University and UNSW Australia, 

and former Commissioner of Taxation, Australia)  

Cliff Fleming (Ernest L. Wilkinson Chair and Professor of Law, J Reuben Clark Law School, 

Brigham Young University) 

Gerhard Nienaber (Associate Professor of Taxation, University of Pretoria) 

Tony Pagone (Justice of the Federal Court of Australia) 

Pasquale Pistone (Jean Monnet Chair in European Tax Law and Policy at WU Vienna 

University of Economics and Business and Academic Chairman of the International Bureau 

of Fiscal Documentation)  

Joel Slemrod (Paul W. McCracken Collegiate Professor of Business Economics and Public 

Policy at the Stephen M. Ross School of Business at the University of Michigan) 

Sharon Smulders (Professor of Taxation and Research Director, South African Institute of 

Tax Practitioners) 
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