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In the last of our current series of articles on
Making Tax Digital, we cast our eye to the
horizon and what we can expect from tax
digitalisation in the coming years.

Robo-inspectors, data-pods, tax-savvy
virtual assistants and the increasing
democratisation of tax – welcome to tax
in the 2020s.
It would be an understatement to say the world
and how we live our digital lives has changed a
lot in the past six months. Covid-19 has brought
about adoption of technology at a rate that was
unthinkable at the turn of the year and it’s a
trend that is unlikely to go into reverse.
Individuals, businesses and governments
have rapidly needed to adapt - becoming
more online, digital and automated. This is
particularly true in the world of tax, immigration
and compliance, with the rapid rollout of new
policies and the need to communicate and
gather information quickly.
Once we do get to the ‘other side’ of the
pandemic, governments are going to need
to maximise tax revenues to help rebuild
economies. Technological evolution is going to
be key to this and bring whole new ways for
businesses and individuals to plan and organise
their tax affairs.
So sit back (in your slightly uncomfortable
home office chair) and let’s take a look at what
we can expect in the digital tax and compliance
world in the next few years.
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The point
of no return?
The large majority of tax returns in the UK are now submitted digitally online (10.4 million,
equivalent to almost 94% for 2018/19). But it’s clear the march towards digitalisation is
not going to stop there.
In the coming years the annual tax return in its current form
is likely to be replaced by real-time reporting, withholding,
and tax payments.
The increasing digitalisation of transactions – everything
from payroll data to corporate accounts – means that access
and assessment of these records can be, by and large,
immediate. In turn this is likely to lead to more frequent microtax calculations and payments, compared to the monthly and
annual ones which are the norm today. So will digital kill the
tax return star at some point in the future? Most likely.
Blockchain has the potential to be the underlying ledger
for transactions and tax. This is provided current challenges
and limitations such as scalability, energy consumption, data
protection and complexity can be overcome.

In China, governments and private enterprise are working on
blockchain-based schemes with the potential to change the
landscape of tax compliance. President Xi Jinping himself has
endorsed the push towards blockchain. According to reports,
the Shenzhen Taxation Bureau have issued over 10 million
blockchain invoices in the past year and a half, eliminating the
need for physical tax invoices from the authorities in these
cases2.
We can expect other blockchain-based schemes involving
tax authorities to emerge in the next couple of years, plus the
development of global standards. Private blockchains focussed
on specific use-cases are also starting to spring up. Payroll
blockchains, VAT blockchains, equity blockchains – the list of
potential uses related to tax really is long – rather like the block
chains themselves.

In the UK a number of government departments have begun
initiatives looking into the use of blockchain. HMRC have been
exploring the use of blockchain to help with customs and
border control. Wider applications for blockchain by HMRC may
well follow.

Data pods

“

We can expect other blockchain-based schemes
involving tax authorities to emerge in the
next couple of years, plus the development of
global standards.

”

Decentralisation of data

Public blockchains

Private blockchains

Traditional databases
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P(rivacy) in a pod
In addition to the technical obstacles
to blockchain adoption, there’s also the
question of whether individuals and
taxpayers are going to be increasingly
willing to give up control of all of this data
and put it, and their trust, in the hands of
governments and private companies.

There are other technologies that might be part of the answer,
including Personal Online Data Stores, or ‘pods’. Championed
by Tim Berners-Lee, the inventor of the World Wide Web, data
pods aim to give users full control of their own data, including
over access and storage location.
Data pods are decentralised and have the potential to allow
taxpayers to decide what data of theirs is shared with their
employer and third-parties. They could also be a mechanism
for how authorities request data from taxpayers and vice versa.
This type of technology could have a big impact on how
companies and governments hold and process data.
Could a logical progression of this mean that the burden of
payroll reporting and withholding switches to the individual?
The more automated payroll processes become, the greater
the likelihood of this.

“

As tax goes increasingly digital, taxpayers will
want and need more control over their data.
This may mean that over time, the burden of
reporting, withholding and compliance shifts
more to the individual.
Stephen Curtis
KPMG LLP

”
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Is sharing, caring?
Authorities are beginning to really care
about sharing our information. Countries
are now exchanging data with other
countries.
Sharing citizen data within the EU has become standard
practice, with the most high-profile initiative being the EU’s
LISA strategy, led by – (take a deep breath before reading on)
- the European Agency for the Operational Management of
Large-Scale IT Systems in the Area of Freedom, Security and
Justice3. The eu-LISA Strategy involves the building of a largescale IT system for storing and sharing citizen information
between member states. In other words, data that is useful in
relation to immigration, tax and other areas. In 2021 the EU is
due to introduce ETIAS, the – (take a slightly shorter breath) –
European Travel Information and Authorisation System.

ETIAS is a completely electronic
system which allows and keeps
track of visitors from countries
who do not need a visa to enter
the European Schengen Zone.

In short, the level of data that governments keep and share
about us is at an all-time high and is increasing, along with
the purposes to which they are putting the data. The lines of
distinction between your immigration, tax, travel and other
records will also become increasingly blurred.
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“Herman, how much tax
have I paid this year?”
The 2010s saw Artificial Intelligence (AI)
go mainstream, with rapid advancements
made in the field. Over the course of the
next decade AI is set to radically change the
services that governments and revenue
authorities provide their taxpayers.

With the technology becoming increasingly sophisticated,
expect the likes of Herman (slash Hermione slash substitute
your own name of choice for a HMRC virtual assistant) to
get to know you, your personal circumstances and your tax
affairs. Want Herman to read out your latest tax statement?
No problem. Want Hermione to work out if you are eligible
for Married Couple’s Allowance and to submit the application
automatically without a form in sight? Sure thing.

Today, if you have access to a suitable device you can ask Alexa
(Amazon’s eponymous voice assistant) to ‘open HMRC’ to
perform tasks and get basic queries answered. This includes
tasks such as reporting a change of circumstance, querying
payment information and renewals.

AI is also becoming an important tool for HMRC to help spot
anomalies and combat tax fraud. It’s the dawn of the robotax inspector – AI trained on huge datasets in order to help
with compliance for simple and complex cases. The robotax inspector will also comb social media and other publicly
available information on the internet, in order to build up a
profile and case information for a taxpayer and their employer.
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assistants

Elimination
of tax return

11

1

10

Tax micropayments and
withholding

2
Blockchain
tax ledgers

9

The future
of tax
– what’s in
store?

8
Tax data
‘pods’

3

4
7
Crossgovernment /
country data
exchange

6

Employeecentric
compliance

Taxpayer
score-cards

5

Increased
tax
harmonisation

Tax spend
– taxpayer
choices

© 2020 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated
with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

6

Tax in the New Age
So how are you feeling about the prospect of
hyper-digitalisation?

On the face of it things should get easier for taxpayers
and companies, with automated compliance and
algorithm-powered tax planning becoming the norm.
Tax advice will become more accessible thanks to
AI and virtual assistants. Blockchain and data pods
should in theory provide more control.
And in this new age of digitalisation, could the
prospect of taxpayers having the freedom to choose
how their tax contributions are spent, at least in part,
become possible?
Digitalisation enabling tax democratisation
– an exciting prospect.

“

The hyper-digitalisation of tax will bring
great changes in the way taxes are paid
and administered, bringing more control
and choice.

”

Bethan Thomas
KPMG LLP
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Contact us
For further information please contact
the advisors below or your advisor at
your local KPMG office.

Bethan Thomas
Partner,
Global Mobility Services
+44 (0)20 7311 2354
+44 (0)7917 040 086
bethan.thomas@kpmg.co.uk

Stephen Curtis
Director,
Global Mobility Services
+44 (0)20 7311 2479
stephen.curtis@kpmg.co.uk

About KPMG’s Global Mobility Services (GMS)
Aligning our thinking to your talent management
objectives, we can support you with the planning
and management of your international workforce.
GMS provides advisory, compliance and administrative
services, along with outstanding technology, to help you
manage an international workforce.
Our network across KPMG member firms of over 4,000
leading specialists supports more than 2,500 companies
across 140 countries worldwide. The tools and advice we
provide helps to simplify business functions and reduces time
spent on compliance, making the assignee experience more
seamless.
For many organisations, the pressure to compete effectively
has led to an increase in the size and complexity of their
global workforce, placing greater demands on international
human resource teams. Managing compensation, tax
compliance and global mobility is becoming more costly,
complex and time-consuming.
GMS brings together a wealth of tax, technology, immigration
and mobile administration services to help you manage your
global workforce in an easier, safer and far more efficient way.
Whether you are considering expansion or relocation to a new
location, an acquisition or more streamlined processes to help
you manage your existing workforce, our practice can help
support you.

1. https://www.gov.uk/government/news/record-breaking-104-million-customers-filed-online
2. http://www.xinhuanet.com/english/2019-11/01/c_138519857.htm
3. https://www.eulisa.europa.eu/Publications/Corporate/eu-LISA%20Strategy%202018-2022.pdf
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