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Key takeaways
     Working patterns are changing with 62% of survey 

respondents expecting to work remotely at least 
some of the time

      VAT workloads remain high, with more than a third 
of organisations spending at least 25 days   
on returns

      More than half of organisations still rely on 
spreadsheets despite being aware of the increased 
risk of inaccuracies 

     Nearly 75% expect their role to change to focus less 
on manual tasks and error checking and more on 
value added tasks and tax planning 

      Top three priorities for the tax function are to 
reduce compliance workloads (64%), increase 
submission accuracy (49%) and avoid penalties 
(45%) 

      Over a third want to gain better tax insights from 
their data

      Technology is redefining working practices

To help ascertain industry attitudes, Accountancy Age – in 
partnership with Tax Systems – embarked upon a survey 
of our readership with regards to their approach to moving 
back to the office, their attitudes towards MTD and the 
modernisation of the UK tax administration, and their priorities 
for how they aim to improve their tax processes through 
technology. Here we present the results of our research.

There are several conclusions to be made from the study, 
and in the following pages we explore the findings, from the 
short termism approach to complying with Making Tax Digital 
(MTD) for VAT, to the surprising confession that half knew 
and accepted that their VAT Return was inaccurate, and the 
intention to use HMRC’s digital plans to justify further    
tax transformation.

 

The pandemic has also put a spotlight on technology and 
accelerated the digital journeys of many businesses, with the 
industry calling for solutions capable of consolidating data, 
to free up more time for review, and data analysis to derive 
business intelligence. Here is our snapshot of the industry 
and what people predict will become the dominant trends 
over the next few years.

Aaran Fronda
Editor 
Accountancy Age

The pandemic has significantly altered the tax landscape, shifting priorities and altering the way 
the industry operates. As the coronavirus crisis continues, questions are now being asked about 
what this means for the future of tax from regulation to working patterns to the transformation 
of the tax function itself. 

1. Foreword
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The pandemic forced many businesses to hastily establish 
remote working practices, but our survey shows that many 
tax and finance teams have not only warmed to the concept 
but want to continue operating in a similar vein – at least to 
some degree.

We found 62 percent of respondents expected to work 
remotely in some form as the pandemic eases, with only  23 
percent anticipating a full-time return to the office. Drilling 
down further, 36 percent of respondents predicted they will 
spend a proportion of the week split between home and 
office going forward. Just over a fifth (20 percent) anticipated 
having the freedom to decide for themselves, while a 
relatively modest 6 percent expected to work remotely  
full-time. 

These findings suggest we are likely to see a big change in 
working patterns across the industry over the next few years 
as people strive for a better work-life balance. It’s a view 
echoed in other reports too. For example, a recent study by 
McKinsey & Co predicted hybrid models of remote work were 
likely to persist in the wake of the pandemic. Its analysis 
found the potential for remote work is highly concentrated 
among highly skilled, highly educated workers in a handful of 
industries, occupations, and geographies.

“More than 20 percent of the workforce could work 
remotely three to five days a week as effectively as they 
could if working from an office,” the report said. If remote 
working does take off at this level, it would mean “three to 
four times” as many people working from home than before 
the pandemic.

2. Changing working patterns

How will working 
practices change?

62%
of respondents expected to work 
remotely in 2022

We don’t know yet

We will have the freedom to choose to 
work remotely

We will return to working in our offices

We will spend a proportion of the week 
working remotely and part office based 
post lockdown

We will have to work remotely full time

23%
36%

20%

6%

14%
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3. Technology as a facilitator
Technology obviously plays a crucial role in facilitating remote 
working. The changing working patterns across the industry 
have also highlighted the benefits of tax technology, with 
automation and digitalisation making tasks simpler and easier 
for accountants and tax professionals.

Cisco predicted three years ago that 95 percent of workloads 
would be processed in 2021 by cloud data centres and 
there is little doubt that cloud technology is now a vital 
component, enabling teams to operate on the same 
documents, regardless of where they are based, which has 
been a crucial leap.

However, respondents to our survey are equally divided 
over whether an increase in home working would see 
organisations become more reliant on tax technology. While 
40 percent of those surveyed agreed they were becoming 
more dependent on tax technology due to an increase 
in remote working, 36 percent disagreed. This may be 
attributable to the size of the business and their workloads. 

Organisations with more complex VAT requirements, for 
example, may need to embrace a higher degree of technology. 
Conversely, those dealing in relatively uncomplicated work 
may find the existing technology used within the business is 
enough to meet their needs. 

40%
percent of businesses are becoming 
more dependent on tax technology

Are you relying more on tax 
technology?

Yes

No

Don’t know

40%

36%

24%
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4. Tax technology wishlists
Whether finance teams find themselves working from an 
office or their homes, we found that survey respondents 
wanted technology to play an increasing role in their day-
to-day activities as it was seen as being key to increasing 
accuracy, reducing workloads, better auditing and making 
processes more efficient.

Our survey showed that more than half of respondents (51 
percent) wanted a single, consolidated data pool to create 
a ‘source of truth’ from which to extrapolate data for all tax 
returns. This would see their processes align with HMRC’s 
ambitions for a single digital tax account over which all 
submissions would be made, as outlined in its plans for a 
modern tax administration last summer.

51%
A single, consolidated data pool to create a 

single ‘source of truth’ which can be used to 
extrapolate data for all tax returns

27%
Data analytics that allows ‘slicing and dicing’ of 
data for period-on-period comparisons, to spot 

potential tax claims and reliefs etc

49%Automated error correction to flag issues for 
immediate attention

15%Governance data to prove compliance with SAO, 
BRR regulations etc

30%Automation of complex tax processes ie Partial 
Exemption and Group reporting

50%
Digital audit trails for all tax processes that make 

it easy to interrogate data and demonstrate 
compliance/respond to HMRC queries

What’s in your top three wishlist?
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This was just ahead of the 50 percent of respondents that 
wanted digital audit trails for all tax processes to make it 
easier to interrogate data and demonstrate compliance/
respond to HMRC queries. Being able to drill back through 
the data to individual transactions is likely to be increasingly 
important in the future and it will also enable those that use 
partial exemption to better demonstrate their compliance 
with HMRC.

Coming in close behind on technology wishlists was the 
ability to automate error correction to flag issues for 
immediate attention (49 percent). Automated data checks can 
identify errors and anomalies, with customised data checks 
allowing businesses to use their own search criteria and even 
potentially identify other tax reliefs that the company could 
be claiming, making it easy to see why this would be popular.

Of the 36 percent of the respondents with complex VAT 
processes, 80 percent wanted to be able to automate their 
processes. This links into other surveys, such as that from 
PWC, that show the desire for more sophisticated technology 
that can cope with the demands of these complex processes 
and the high potential to reduce processing time by between 
30-40% using automation.

Our survey results also tie in with previous McKinsey 
research that found technology can already fully automate 
42 percent of finance activities – and mostly automate a 
further 19 percent.

Separately, analytics that allow data to be sliced and diced 
to compare different periods was cited by 27 percent 
of respondents in our survey, while 15 percent wanted 
governance data to prove compliance with regulations such 
as SAO and BRR.

“ McKinsey: technology can 
already fully (or partially) 
automate 61% of finance 
activities” 
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Our research shows that the industry is clear on how 
technology can help it simplify complex tasks and processes 
in the future. However, with a significant number of 
organisations currently using a variety of systems and 
execution methods, as well as still being dependent on 
spreadsheets, a substantial amount lacked total confidence in 
their reported VAT figures.

In fact, our survey revealed that the majority of respondents 
(58 percent) expected some errors within their VAT 
calculations and submissions, while only 43 percent had total 
confidence in their figures. However, 49 percent believed they 
were at least 90 percent correct and 9 percent admitted there 
would be some broader concerns.

5. The risks of inaccuracies

58%
of respondents accepted errors within 
their VAT calculations and submissions

How much confidence do you have in your reported VAT figures?

Total

90%+ correct

We/I have some 
broader concerns

43%

49%

9%
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For respondents that used spreadsheets, there was a 
relatively broad split when it came to what could increase 
the risk of inaccuracies in the return. Incorrect formulas were 
the number one concern, cited by 62 percent of people in the 
survey, followed by issues surrounding key man dependency 
(55 percent) and the impact on the business of losing the 
person who created or maintained the spreadsheets and 
understood their inner workings. The challenge of managing 
multiple spreadsheets was also an issue for 36 percent of 
respondents, as was tracking back errors (29 percent) and 
macro errors (25 percent).

55%
see key man dependency as a risk

What do you perceive to be the dangers of using spreadsheets?

Incorrect formulas

62%

Macro errors

25%

Tracking back errors

29%

Managing multiple 
spreadsheets

36%

Key man dependency e.g. on the 
individuals who created/maintain 

the spreadsheets and fully 
understand their inner workings

55%
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6.  Dealing with complex      
VAT environments

The survey revealed that 36 percent of organisations had 
complex VAT environments ie they utilised VAT groups, partial 
exemptions, had high transaction levels or used multiple data 
sources. We then asked this group whether implementing a 
digital audit trail would be challenging for them. Complex VAT 
processes have far more moving parts so are more difficult to 
track, particularly in spreadsheets, and should HMRC query 
any aspect of the Return, tracking back can be an almost 
impossible task. The results were pretty close, with 41 
percent thinking they would be able to provide a digital audit 
trail while 40 percent didn’t, and 19 percent admitting they 
didn’t know.

Of course, this begs the question whether having difficulty 
in creating digital audit trails means these companies will 
encounter more problems with MTD compliance if HMRC 
tighten up the mandation in the future.

It also suggests that MTD may have been a tick box item in 
2021 if organisations knew they might struggle to implement 
digital audit trails.

Separately, 27 percent of organisations had some form of 
purpose-built digital link solution which meant they had 
no concerns about the VAT process. Elsewhere, the same 
number (27 percent) were concerned about error corrections 
that must be performed on digital records.

Slightly fewer organisations (23 percent) were worried 
about managing reverse charge calculations, which must 
be performed twice if they cannot be done in their MTD 
software. Adjustments to digital records was a concern for 15 
percent of those surveyed, while spreadsheet linking (linked 
cells must mirror one another using formula) was highlighted 
by 7 percent.

Yes

No

Don’t know

Will it be difficult for you to 
create a digital audit trail?

41%

40%

19%
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7. Time spent on VAT
The pandemic has accelerated the digital transformation 
of many organisations which was reflected in our research 
by a decline in the number of days spent on VAT returns. 
However, despite many businesses using technology to 
automate related processes, there is clearly a need for further 
investment in this area to reduce cost and improve resource 
savings by moving away from manual processes. 

More than a third of organisations (34 percent) spent at 
least 25 days-a-year on VAT returns. This includes collating, 
identifying and inputting VAT data, while 30 percent dedicated 
10 days to this task. The number of people that devoted five 
days to this task was 21 percent while the number spending 
just one day was 15 percent. At the other end of the scale, 
21 percent spent 25 days, while 13 percent were working on 
them for 50 days or more.

34%
of organisations spend 25+ days a 
year on their VAT returns

15%
21%

30%

21%

6% 7%

How much time do you spend on VAT annually?

1 day 5 days 10 days 25 days 50 days More
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Many organisations were still unprepared for MTD Phase 
2. At the time the survey was conducted, just under half 
of the organisations surveyed (48 percent) said they were 
already MTD Phase 2/digital links compliant, while a quarter 
(26 percent) had yet to reach this stage. Around a fifth of 
companies (21 percent) expected to be compliant before their 
reporting period began, 4 percent planned to defer, and 2 
percent conceded they’d miss the deadline.

Just over half of organisations took a compliance-led 
approach, with 53 percent planning to do the bare minimum. 
But, given all the other issues and challenges being faced 
during the pandemic, it’s hardly surprising that many 
businesses have put more advanced digitalisation plans on 
the back burner: there’s strong evidence to suggest many 
may revisit their MTD deployments given that 73 percent 
want to automate their processes and commit to further 
digital transformation. 

Around a third of organisations (33 percent) were aiming for 
the dual benefit of achieving the required MTD compliance, as 
well as increasing efficiency and productivity, with 29 percent 
planning to use technology to minimise human interaction 
and reduce error, while a fifth (20 percent) wanted to improve 
processes by creating digital audit trails. 

Ascannio - stock.adobe.com

8. MTD: Compliance or digital first?

53%
of businesses regarded MTD 
for VAT as a compliance issue 
rather than an opportunity for 
transformation

What are your aims for MTD in 2021?

To meet the compliance 
requirements only

To improve our 
processes by creating 

digital audit trails

To use technology 
to minimise human 

interaction and
reduce error

Achieve MTD 
compliance and increase 

efficiency
and productivity

53% 20% 29% 33%
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9. The future for tax

Name your three priorities for your VAT process

Having navigated their way through the pandemic and the full 
mandation of MTD for VAT, the question arose where next tax 
teams would focus their efforts. We’ve already heard about 
tax team wishlists for technology but what are their top 
priorities for the year ahead?

Many wanted to continue to use technology to increase 
efficiency, with 64 percent of organisations looking to further 
reduce compliance workloads through measures such as the 
automation of adjustments and digital audit trails.

This is understandable given the future roll out of MTD will likely 
see reporting obligations increase and deadlines converge. 

Under MTD for corporation tax, for instance, we could see 
the introduction of quarterly reporting for all comprising four 
updates, one true-up and one annual reporting process, 
equivalent to a sixfold increase in the compliance workload. 
HMRC has also mooted the possibility of combining annual 
statutory and corporation tax reporting requirements, which 
would also see pressure increase.

64%

49%

26%

29%

33%

16%

Reduce our compliance workloads

Improve accuracy of tax submissions

Enable digital auditing

Automate adjustments

Gain tax insights from data ie period on period 
comparisons, forecasts etc

Reclaim VAT overpayments

45%Avoid penalties/charges for late/incorrect filings
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Almost half of respondents wanted to continue to improve 
the accuracy of tax submissions (49 percent), while 45 
percent wanted to use automation to avoid penalties or 
charges for late/incorrect filings. It’s interesting to compare 
this with the 90 percent accuracy rate cited earlier, which 
was seen as an acceptable level of risk, suggesting that in the 
future, tax teams expect HMRC scrutiny to increase.

HMRC is set to revise the tax administration framework to 
bring about a modern trusted tax administration, as part of 
which it is proposing the smarter use of data to make the 
process simpler, more transparent and harder to get tax 
wrong. This suggests data management will have a more 
important part to play going forward from a regulatory point 
of view, prompting many organisations to consider getting a 
better grip on their processes.

Around a third of organisations (33 percent) believed they 
would benefit from gaining tax insights from their data, such 
as through period-on-period comparisons and forecasts. The 
assumption here is that tax data analysis could improve a 
business’s comfort in its tax position, boosting confidence in 
the figures and shortening review times, plus this data could 
also inform commercial decisions. It’s a practice that could 
reshape tax functions if, as suggested by PWC, the market 
follows digital trailblazers and ‘flips the pyramid’, dedicating 
the majority of time not to data collection but to analysis.

In addition, many organisations would prefer manual 
adjustments to be automated, with 29 percent saying they’d 
like this to happen, while 26 percent wanted to enable 
digital auditing which would allow them to prove their 
compliance. Being able to reclaim VAT overpayments was 
flagged by 16 percent.

64%
of organisations want to reduce 
compliance workloads 

“ In the future tax teams expect HMRC scrutiny to increase.”
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10. How will working practices change?
Then came the intriguing question of how organisations see 
the role of the finance professional changing over the next 
five years. The overwhelming prediction – from 73 percent of 
respondents – was that they expected their role to change 
significantly so that their day-to-day efforts would focus less 
on manual tasks and error checking and more on value added 
tasks and tax planning. This represents a sharp increase 
over last year’s figure of 59 percent and bodes well for the 
industry, as automation will hopefully free tax professionals 
to really apply their knowledge and skills.

It’s widely expected that data analysis will number among 
the most prized skillsets going forward, with 53 percent 
listing this as a key skill they will need. But demand for tax 
technologists – those that combine the twin areas of tax 
and technology – was only predicted to rise by a third (33 
percent), down on the 45 percent that thought this last year. 
This may well be influenced by the fact that tax technology 
is becoming easier to use, negating the need for specialist 
technical knowledge.

Meanwhile, a similar number of organisations as last year (27 
percent) predict roles will require the ability to specialise on 
more specific taxes, while 26 percent believe more tax tasks 
will be brought in-house. 

These responses reflect the changing relationship between 
businesses and accountancy firms with a rise in co-
sourcing models, which enables accountancy firms to focus 
on providing high value tax advice while end businesses 
automate data processes, allowing them to cut costs and 
maximise internal capabilities. 

How will your role change in the next five years?

73%
Less time spent on manual tasks and error 

checking - will free up time for value add tasks 
and tax planning

53%More emphasis on data analysis skills

33%Demand for tax technologist skill sets

27%Ability to specialise more on specific taxes

26%More tax tasks will be brought in-house

6%Other (please state)

73%
expect their roles to change significantly, 
with less focus on manual tasks and error 
checking and more on value added tasks 
and tax planning
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11. Conclusion
The survey revealed that working patterns have changed 
considerably during the pandemic and are unlikely to revert to 
how they were before, with a hybrid model of working from 
home and the office now set to dominate. Technology has 
played a major part in making this possible and will continue 
to do so, helping to fuel and accelerate the transformation of 
the tax function.

Approaches towards the second mandation under MTD for 
VAT have largely been compliance-led rather than used to 
bring about long-term change and to make organisations 
‘digital first’. That said, those that have approached MTD 
as a tick box exercise due to their preoccupation with the 
pandemic may well choose to revisit their digital plans in the 
next year to gain from the benefits of accuracy and efficiency 
associated with automation.

The findings reveal that spreadsheets remain a key tool 
in completing the VAT process for over 80 percent of 
organisations, even though half admitted they knew their 
VAT returns were sometimes inaccurate. So it’s perhaps not 
surprising that many had concerns in the immediate term over 
accuracy, workloads and the risk of key man dependency.

Compliance workloads remain high, with a third of those 
we spoke to spending 25 days or more per annum on VAT 
reporting while 13 percent were dedicating 50 days or 
more to the process. The primary focus for many moving 
forward was to see workloads reduced, submission accuracy 
increased, and the potential for mistakes, misfiling and 
missed deadlines eradicated so that they can avoid penalties 
and spend more time delivering value to the business. 

Looking to the future, the continued roll out of MTD to 
the other tax regimes and the modernisation of the tax 
administration by HMRC will see businesses drive forward 
their own tax transformation initiatives to reduce workloads, 
human intervention and error rates. Tax teams want to 
simplify and consolidate processes to create a single source of 
truth from which trusted data can be extrapolated and used to 
complete returns. This is likely to prove essential as the other 
taxes come under MTD and reporting obligations increase.

Technology was seen as the key to achieving these aims, with 
50 percent believing tax tech would allow them to improve 
efficiency and accuracy, and to meet changing regulatory 
obligations. Of those dealing with complex VAT processes, 80 
percent wanted to automate these processes over the next 
five years, irrespective of any regulatory compunction to do so.

Tax teams want to be able to drill down into their data, 
whether that be to satisfy queries from HMRC or to gain tax 
insights, with a third wanting to use their data to provide value 
added services but they also recognised the need to develop 
the analytical skills to interpret and apply this knowledge. 
As technology adoption gathers pace, working practices 
may even reverse, with less time spent on mundane manual 
processes, such as data collection and checking data integrity, 
and more on value added activities, such as tax planning. 

Finally, tax operating models also seem to be shifting. A 
quarter of organisations wanted to bring more elements of 
the VAT process inhouse, enabling them to collect, prepare 
and submit a first draft of the return to their advisor for 
review so that rather than the binary inhouse versus 
outsourcing model we have today, we can expect co-sourcing 
to become the norm. This new approach, which sees 
technology used to process tax data ahead of a first draft, 
could be a major change as it will both improve processes and 
reduce costs.

52%
wanted a single tax data pool to 
drive accuracy and efficiency
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12. About this report
This survey was conducted between March and May 2021. The primary aim of the survey was 
to identify and evaluate how businesses were approaching VAT reporting, preparations and 
attitudes towards MTD, and to understand the current view on the future development of the 
tax function.

Responses came from senior management in tax, audit, consultancies, corporate and personal 
finance, and forensics. The survey and the report were conducted by Accountancy Age in 
partnership with Tax Systems.


