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Foreword
“It’s never been more exciting to be 
in the tax sector. Transformation is 
happening on all fronts, from the 
digitalisation of tax under Making 
Tax Digital to the changing role of the 
tax professional and the relationship 
between client and advisor. 

These changes are being driven by regulatory reform, which 
is seeing reporting requirements and workloads increase. In 
response, tax teams are automating processes but progress 
to date has been piecemeal. MTD will change this, providing 
a minimum bar for automation but it also represents an 
opportunity to invest in a way that brings efficiency and 
productivity gains to the business.

This report captures current views on tax transformation, 
how quickly businesses are adapting, and the obstacles that 
remain. It provides insight into how tax teams can more 
effectively embrace change to move beyond compliance and 
embrace the benefits of automation.”

Andy Mills, Tax Systems
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Introduction
It is 2019 and being a tax professional now looks 
very different from how it was ten years ago. For 
one, technology is changing the sector all the time. 
It is presenting new ways of achieving the same 
goals, conjuring up different goals, and creating 
new opportunities for growth. It is encouraging 
professionals to work in new ways, allowing them 
to reach a new level of productivity, and giving them 
the chance to be quicker, more efficient, and more 
accurate than ever before.

Making Tax Digital has been a huge topic of 
conversation among accounting and finance 
professionals in the last couple of years, and rightly 
so. It is an unprecedented regulation which will have 
a huge impact on some businesses and professionals. 
While some have been submitting their taxes digitally 
for a while, others have older processes in place 
meaning they have some big changes to make  
before they are compliant.

Yet there’s a temptation to let specific pieces of 
regulation overwhelm us and prevent us from seeing 
the bigger picture. MTD is part of a much broader 
puzzle, where international regulators are focusing 
on increasing tax revenues, reducing tax evasion and 
ensuring businesses are paying their fair share to 
support government spending and reduce annual 
deficits. This has resulted in a wave of local and 
international reporting obligations, alongside demands 
for increased tax transparency and bigger and bigger 
annual finance bills. At a time when finance teams 

resources are stretched, data collection equates to 
75% of compliance effort and internal stakeholders  
are demanding ever more value from their finance  
and tax professionals.

So MTD is just one aspect of the wider technological 
changes that are currently happening and still need 
to take place within the tax sector. MTD is a legal 
requirement so businesses are concerned about 
getting it right and are therefore placing a great 
deal of emphasis on it. However, addressing other 
developments in technology is just as important  
for the future of business, a point that is backed  
up by our survey results. 

In February and March 2019, Tax Systems conducted 
some research in collaboration with Accountancy 
Age to find out exactly what tax professionals thought 
about Making Tax Digital, where they are in their 
preparation and their views on the wider changes 
happening in the industry. It asked respondents to 
share their own experiences of MTD and for their 
opinions on how automation will affect the future of 
the profession to form the basis of this original report.

MTD is part of a 
much broader puzzle



4

A Tax Professionals Survey 2019: Attitudes and Approaches to Making Tax Digital

Getting ready for digital tax – Where are we now?
Since Chancellor Philip Hammond announced  
Making Tax Digital back in 2015, many businesses 
have been preparing to ensure their VAT returns 
procedures are digital and in line with HMRC’s 
requirements. Businesses with a taxable turnover  
above the VAT threshold of £85,000 will need to  
use compliant software to submit their tax returns  
to HMRC from 1 April (or 1 October 2019 for  
those with complex VAT requirements).

While most businesses know the basic details of 
MTD, there has been a lot of confusion and lack of 
knowledge around some more in-depth elements. 
According to our survey, awareness of the initial 
requirements to digitise submissions in line with 
government rulings by April 2019 are high, with 89% 
knowing that the pilot was open and a slightly lower 
71% knowing about the “closure” of the current 
HMRC portal for all post-mandation obligation  
periods. Further to this, 78% of respondents knew  
of both the April and October deadlines. 

Readiness for MTD is a completely different story.  
The results turned out lower than expected, with  
50% of organisations admitting they are not ready,  
30% disclosing that they are still in the planning stages 
and 20% having not started the process at all. 

Further to this, there was limited awareness of the 
need for digital links by the second mandatory date 
as only 41% knew about the April/October 2020 
deadline. This highlights that many organisations are 
focused on the initial compliance period but are  
not yet looking ahead at digital links requirements, 
despite the fact next April will come fast.

30.39%  We are currently 
reviewing our strategy

19.61%  Not started yet

50%  Our plan is in place and  
we have begun deployment 
of the relevant software  
and processes

HOW READY ARE YOU FOR MTD?

Only 41% knew about  
the April/October 2020 
mandatory deadlines
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Bringing manual processes in-house
When it comes to new services for MTD, the survey 
shows businesses are far more likely to use in-house 
software rather than outsourcing this job to advisors. 

It is unsurprising that a total of 84% of respondents are 
opting for in-house software solutions, with 57% going 
straight for an off-the-shelf solution from HMRC’s 
supplier list and 27% choosing an in-house ERP or 
accounting system, with an MTD software update. 

Only 12% have decided to outsource this decision 
and the related work to their advisor and 4% are 
developing a solution internally. Businesses are 
predictably opting for a quick and easy way to deal 
with MTD, which is to be expected given that 23% 
said preparations are taking too much time out of 
their day job and 18% feel there has not been enough 
time to prepare. 

The results also make sense when you consider the 
wider trend of businesses bringing manual compliance 
processes in-house, a result of the realisation that a lot 
of money could be saved if advisor fees did not have 
to be paid. A recent survey of corporation tax teams 
found that three quarters of responding businesses 
saved 50% on advisor fees of between £15,000 and 
£78,000 a year by bringing their tax processes in-house.

Testing 
One forgotten element of the MTD preparation story 
is the testing piece. Our results suggest the need for 
more education from vendors around options for 
process testing, since 58% of respondents did not 
know about options to test processes before formally 
signing up to the service.

Seeing as 68% intend to test in some way, it is 
concerning that some of these don’t know how 
vendors can support them through this process 
representing a missed opportunity to reduce the  
risk of errors.

There are key steps businesses can take to ensure 
a smooth transition into the new service, including 
selecting a vendor who will support you and offer tax 
compliance expertise, ensuring compatibility by looking 
for a wide range of plug-ins which enable the solution 
to interface with the ERP and accounting systems, and, 
of course, performing simulated submissions to test 
before going live with a new service. 

PLAN TO PRE-TEST SYSTEMS BEFORE COMMITTING TO MTDFV

 Yes

 No68%

32%

58%

didn’t know about options  
to test processes

https://www.taxsystems.com/sites/default/files/2018-06/customer_survey_2018v41.pdf?utm_source=Accountancy%20Age%20Report&utm_campaign=AA
https://www.taxsystems.com/mtd-7-things-consider-when-picking-vat-solution?utm_source=Accountancy%20Age%20Report&utm_campaign=AA
https://www.taxsystems.com/mtd-7-things-consider-when-picking-vat-solution?utm_source=Accountancy%20Age%20Report&utm_campaign=AA
https://www.taxsystems.com/making-tax-digital-road-testing-your-processes?utm_source=Accountancy%20Age%20Report&utm_campaign=AA
https://www.taxsystems.com/making-tax-digital-road-testing-your-processes?utm_source=Accountancy%20Age%20Report&utm_campaign=AA
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45%
More accuracy,  

leading to  
less errors

21%
Other 

48%
Increased efficiency  

when filing  
tax returns 23%

Reduction in queries  
from HMRC

18%
More secure  
tax returns

27%
Free up staff time  
to spend on other  

tax activities

24%
Refocusing of  

advisors away from 
compliance work

WHAT BENEFITS COULD/WILL MTD BRING TO YOUR BUSINESS IN THE FUTURE?

Buying criteria 

Other than a clear desire to buy long-term solutions, 
we asked respondents what else was important 
to them when selecting software for MTD. It was 
unsurprising that “price” and an “easy to understand 
interface” were the top two reasons, with price being 
the slightly less important consideration of the two. 

Further to this, 42% of respondents said they would 
buy based on the vendor’s track record of delivering 
compliance solutions and product support.

Many buyers expressed the need for a solution that 
integrates across the board with finance systems. So 
much so that 34% want a solution with a wide range 
of software plug-ins to ensure the software works 
with existing accounting and ERP systems, 33% want 
one with error reporting and an audit trail, and 31% 
want the ability to pre-test submissions. 

One more surprising finding was that 38% of 
businesses are already looking ahead to MTD for 
corporation tax and income tax when thinking about 
what software to choose. The result shows that many 
businesses are taking a more strategic view of the 
problem which they hope will save money and time 
on MTD in the future, even if it means searching  
more extensively in the short-term. 

MTD benefits
Despite an initial financial and time investment,  
MTD is set to bring a raft of beneficial changes to 
businesses as they continue on their future journey. 

38%
of businesses are already 

looking ahead to MTD for 
corporation tax
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MTD concerns
Despite the potential benefits, those going through 
digital changes because of MTD have also faced 
plenty of challenges and concerns. These are to be 
expected given we are entering the first stage of an 
unprecedented reform of the tax regime.

A majority of respondents, 64%, are worried about 
how the new software will allow them to perform 
functions that have always been carried out manually, 
such as amendments prior to submission. A significant 
percentage of respondents had more general worries, 
with 47% sharing concern about all manual processes 
being automated, 43% feeling worried about the cost 

of implementation, and 34% being unsettled by the 
potential for the constant need for changes to this 
regulation. 

Respondents also had specific worries about how 
more advanced VAT reporting will be tackled, 
with 65% sharing that they are concerned about 
adjustments, for example for fuel scale charges, partial 
exemption and error corrections. Almost half, 42%, 
need Special Schemes like retail scheme, flat rate 
scheme, and margin scheme and 31% worry about 
needing to consolidate financial data from across 
multiple accounting systems. 

DO YOU HAVE SPECIFIC CONCERNS AROUND COMPLETION OF VAT RETURNS WITH RESPECT TO… 

64%

20%

65%

18%

31%
41%

Adjustments,  
i.e. for fuel  

scale charges, partial 
exemption etc

Special schemes  
i.e. retail scheme,  
flat rate scheme,  

margin scheme etc

Amendments and  
error corrections

Exemption  
of entities

Combining records  
from individual groups/ 
entities using multiple 
accounting systems

Overseas  
entities
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MTD now and in the future
With all this focus on the now, it’s easy to forget 
about the future, yet the current MTD rulings only 
apply to VAT. The government has assured that MTD 
will extend to other taxes, such as income tax and 
corporation tax in the future. Hammond confirmed  
in his Spring Statement on 13 March that MTD would 
be applied to other taxes although not before 2021 
because it was crucial the MTD system works and  
that businesses are given time to get used to MTD  
for VAT first. 

All considered, we found that 38% of businesses are 
already thinking about what will happen when other 
taxes join the MTD programme.

A proportion of respondents, 18%, “are interested in 
seeing if we could use the same solution for future 
taxes but it’s not a prime consideration”. A further 9% 
said they were hoping to future-proof their investment 

38% of businesses are already thinking 
about what will happen when other 
taxes join the MTD programme

38%

PLANNING AHEAD

by accommodating other MTD demands while 11% 
stated “we are looking to gain a fully MTD compliant 
solution, but we also have our eye on the wider 
picture to allow us to see if automation will allow  
us to also increase our productivity and efficiency.”
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Automation – disruptor or enabler?
In our view the purpose of automating manual 
tax processes is to drive greater efficiency and 
productivity by replacing manual, time-consuming 
practices within the business and ensure mandatory 
requirements are met more efficiently. Automation 
in the context of tax refers to when finance and tax 
teams are able to automate end-to-end processes. 
MTD compliance software is an important aspect 
of this, enabling the collection and management of 
financial data and the creation of computation and 
e-filing. In this section, we will consider how widely 
automation has penetrated the industry. 

Initially, it would appear that automation is still in its 
relative infancy when it comes to tax since 80% of 
survey respondents still use spreadsheets in their 
compliance processes. However, there is a clear effort 
to move away from this as professionals begin to 
recognise the benefits of automation and how they 
can use it to assist in their everyday work as well as 
longer projects. 

When asked what is driving the increased use of 
automation in the industry, respondents put it down 
to several factors. Unsurprisingly, the need to meet 
the demands of increased regulation was the top 
reason people felt the development of automation 
was necessary, with 62% naming it as a driving factor. 

WHAT ARE THE FACTORS DRIVING AUTOMATION
IN YOUR INDUSTRY?

44% Need to free up human resource

Need for accuracy to reduce 
errors41%

Need to gain greater control  
over data32%

Need to reduce risk to the 
business i.e reputational and/or 
financial29%

Need to better utilise advisor 
skills and control spend28%

Need to comply with  
increased regulation62%

For 44% of respondents, automation is vital for freeing 
up human resource so employees can focus on other 
more strategic and advisory responsibilities while 
41% felt it was necessary to reduce human error and 
improve accuracy. The findings clearly reflect how 
increasing regulation is hiking up workloads, thereby 
creating the need to free up resources in tax and 
finance teams that are not getting increased funding  
to support them. 

Although fewer respondents thought they were driving 
factors, 32% felt that organisations needed systems that 
ensured the retention of control over their financial 
data. Building on the human resource aspect, 28% 
thought automation was critical to better utilise the 
skills of advisors working in the industry as well as to 
control spending. Nearly a third, 29%, felt the increased 
use of automation was necessary to reduce risk to 
businesses, this was unsurprising with surveys reporting 
that 88% of spreadsheets include errors and auditors 
commonly highlight this as an important risk factor.
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Navigating automation in the future
While individuals and businesses clearly recognise 
the importance and benefits of automation, actually 
executing it and using it to its full potential is another 
story and, perhaps, it will become more of a concrete 
plan for many businesses with the onslaught of MTD.

The type of change that automation can bring is not 
going to be implemented overnight, although almost 
a third, 30%, think it is vital for businesses to adopt 
automation now and use it in their day-to-day running 
of the business. When paired with those who would 
like to embrace automation by 2021, 44%, nearly half 
of the overall respondents will be using it in the next 
two years and 72% would like to be using it by 2024. 

Thinking about the impact of automation on talent  
in the future, 62% felt it is important that businesses 
are adopting it if they want to attract new talent  
and retain their best employees. As Millennial and  
Gen Z workers begin making up more of our 
workforce, this tech-savvy generation will want  

and even demand more automation as they are used 
to bypassing manual compliance work and other tasks. 
If you combine the increasing regularity and quality of 
automation with a growing workforce who want it 
in their businesses, we can expect to see automation 
continuing to redefine current jobs and allow tax 
professionals to undertake more value-added and 
arguably more interesting work.

While it is a relatively low percentage, 14% of 
respondents do feel like automation is a threat to  
their current jobs. With change will always come fears 
and concerns, and, out of the 50% of respondents  
who answered, 25% felt worried that automation will 
lead to people being replaced by machines and 18% 
were concerned they wouldn’t like the new job role 
that automation forces them to adopt. Over a third, 
35%, fear automation is and will continue to create 
a skills gap, especially given the differences in skills 
between generations. 

DO YOU THINK AUTOMATION IS IMPORTANT TO ATTRACTING AND RETAINING NEW TALENT?

No, it won’t make 
any difference to our 
recruitment

No, it’s a threat to current 
job roles

Yes, it will redefine 
current jobs and see 
tax professionals able to 
undertake more value 
added work

Yes, a tech-savvy generation 
will want more automation 
to avoid mundane manual 
compliance work

35.48%

13.98%

23.66%

26.88%

72%

of respondents believe  
they will automate tax 

processes by 2024 

35%

fear automation will  
create a skills gap
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Learning to use automation
So what skills do people think are actually needed 
with the growth in technological development? 

While 72% felt that new skills including coding and 
data analysis would be required, it was interesting that 
the remaining quarter, 23%, felt that, actually, there is 
no real need for additional technical skills since the 
technology being developed is purposefully easy to use. 

In reality, the idea of a skills gap may well be creating 
far greater fears and could be unjustified if software 
vendors do their jobs right.

As well as this, 65% of respondents felt that MTD and 
automation would not prevent them from continuing 
with spreadsheet processes anyway. This shows a limited 
understanding of the way MTD is changing processes 
but also begs the question of why are people worried 
about technology bringing such vast change.

72%

think they will need to  
learn new technical skills
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The Future of Finance
Alongside this change, how will businesses need to 
adapt to ensure they are both staying ahead of the 
curve in the market but also keeping their employees 
healthy and happy?

It will be crucial for businesses to bring in new talent 
and celebrate the ideas of younger generations 
who have grown up never knowing a world without 
technology, with 28% agreeing businesses should 
invest in new talent to help drive change. For 49% of 
respondents, businesses will certainly need to provide 
more training to finance professionals.

There are key technical changes businesses will also 
need to ensure they adopt, including deciding on 

what target operating model to embrace, for example, 
whether to in, out or co-source the tax function, 
and integrating computation engines with existing 
accountancy and ERP systems.

Almost three quarters, a huge 75% of respondents 
felt businesses will need to adapt by accepting they 
will have to spend money on technology. It is really 
about making an investment in the long run. Accepting 
the short-term pain now to create a cutting-edge, 
ahead of the curve business in the future. Over half 
thought the way forward was to integrate compliance 
engines with existing accountancy and ERP systems, 
recognising the merit in this approach. 

How will tax departments benefit? 

If you are still assessing whether to invest in automation 
for your business, or how much to spend on it, it is worth 
considering the benefits it can bring in the long run. 

When asked why the tax industry needs to embrace 
automation, 31% of respondents said gaining more 
control over data was a major reason to invest in  
new tools.

Automation should, if used effectively, free up people’s 
time. Employees will no longer need to spend time 
on mundane activities, but can turn their attention to 
more strategic, relationship-focused work. 

For 41% of respondents, automation will hugely 
benefit the tax sector by reducing and even 
eliminating errors from certain work tasks. 

Will see machine learning used to aid tax 
professionals in their work 36%

Will see the death of the spreadsheet 18%

Will automate key processes, freeing up 
manpower 75%

Will see new tech skills become in demand  
and the rise of the tax technologist 53%

Will see a move to electronic audits which the 
tax team can manage thereby pre-empting audits 45%

Will see the rise of data pools that can be used 
for multiple types of computations 43%

Will see data collection automated from source 
to submission 65%

HOW MUCH DO YOU THINK TECHNOLOGY WILL CHANGE THE FINANCE FUNCTION IN THE NEXT 10 YEARS?
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Conclusion and Takeaways

When you think about MTD in the wider context 
of acute technological change in the tax industry, it 
actually becomes much more worth it for businesses 
to spend time on selecting the right software and 
getting the process right. Much like the benefits that 
automation in general can bring, MTD offers businesses 
greater efficiency in their regular activities like tax 
returns, more time for professionals to spend on skilled 
work, and thankfully more accuracy and fewer errors. 

Having said this, businesses must consider the other 
side of the fourth industrial revolution. People often 
struggle with change, no matter how tech-savvy they 
are, and currently many workers feel concerned about 
the fast pace of change that technology is bringing, 
whether that be because they worry for the future  
of their jobs or because they see a widening skills  
gap. Business leaders must recognise this and manage  
it, by instigating conversation around the subject, 
offering regular training, and always being open with 
their employees.

So when it comes to MTD, it’s all about the bigger 
conversations it is sparking and the wider change it 
is forcing businesses to think about. While businesses 
have been slow to get onboard with MTD for VAT, it 
is clear they are now realising the long-term reality 
of MTD as many are searching for software solutions 
that will allow for more complex VAT reporting 
requirements and will carry them through MTD 
for other taxes. One element that some businesses 
missed out on this time was the ability to test 
software prior to take up: a benefit businesses should 
use going forwards to make for a smoother transition. 

Of course, these changes were inevitably going to trigger 
other trends within businesses and perhaps the most 
noticeable evolution is the movement of tax functions 
in-house. While tax very much used to be outsourced, 
businesses have realised they can make huge cost 
savings without increasing any workloads by bring tax 
back in-house and using automation to manage it. 

Automation is very much the future. Spreadsheets are 
still massively in use, but this is unsurprising. MTD and 
the wider change that automation brings is colossal 
and businesses could never have been expected to 
make the switch overnight. Tax professionals realise 
businesses need to embrace automation in the 
next five years and they are prepared to navigate 
the challenges it brings as long as they can reap the 
benefits too.

MTD offers businesses greater 
efficiency in their regular 
activities... more time for 
professionals to spend on skilled 
work, and thankfully more 
accuracy and fewer errors. 
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Tax Systems
Tax Systems is a leading specialist in tax compliance 
and regulatory reporting technology and services, 
providing solutions that automate compliance, reduce 
operational risk and increase audit control. 

We enable accounting firms and corporates to 
manage much of their end-to-end tax compliance 
processes and reduce operational risk associated  
with tax reporting obligations while building robust 
audit processes. 

We design innovative products and solutions for 
organisations that want to use technology to increase 
the accuracy, auditability, control and efficiency of 
processes such as corporation tax. We also save 
time around the performance of manual compliance 
processes, freeing up skilled staff to undertake more 
complex, value added tasks.

Tax Systems customers make up 43 percent of the 
FTSE 100 and 23 of the top 25 accountancy firms. 
We have been working with HMRC for over 25 years 
on tax compliance and are an approved supplier for 
MTDfV with our AlphaVAT solution.
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