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The Paying Taxes indicators (the Total 
Tax Rate, the time to comply and 
the number of payments) have now 
been part of the World Bank Group 
Doing Business project for eight years, 
monitoring the changes and reforms 
made to tax regimes around the world. 
The simple aim of the study is to supply 
business leaders and policy makers 
with robust data to enable tax systems 
to be compared on a like for like 
basis, and to help inform the dialogue 
which underlies the development of 
tax policy. 

The study is unique in that it now 
not only covers 185 economies, but 
it also provides an insight into how 
tax systems have developed over a 
significant period of time, using a 
consistent methodology. 

The period covered (2004 to 2011) 
has been a particularly turbulent 
one. Initially there was a period 
of significant growth, followed by 
an abrupt and severe economic 
downturn. We are now in a period 
of slow, gradual, but inconsistent 
recovery. It is not surprising therefore 
that with this volatile economic 
backdrop, the interest in the payments 
made by business and received by 
governments has become more intense 
and widespread. 

In this year’s publication therefore we 
have focussed on the trends that the 
Paying Taxes data show, both at the 
global level, and also by geographical 
region. Globally it is now easier for 
firms to pay taxes than eight years ago. 
Both the administrative burden and 
the average tax rates have decreased 
over this period. The studies for some 
time have shown a trend toward a 
lowering of corporate tax rates and 
a broadening of the tax base. In last 
year’s publication the pace of reform 
continued but with an increasing 
focus on improving the administrative 
aspects of the tax system. This 
year’s results are more complex; 
administrative reforms have continued, 
but the fall in average global tax rates 
seems to have stalled; this may indicate 
that tax rates are stabilising as the 
pressure on public finances continues 
to grow.

Taxes have historically been used as 
a policy instrument in a variety of 
ways, but with the continuing difficult 
economic environment, the tension 
between the need to raise tax revenues 
and at the same time to provide a 
system which encourages economic 
activity is increasing. Governments 
need to raise revenues to enable 
them to discharge their obligations 
to provide funding for infrastructure, 
education and public health, and 
in some cases there is still much to 
do to reduce the significant public 
deficits which persist. However, in a 
world which has now truly embraced 
globalisation, some governments also 
see a need to put in place tax systems 
which are seen to be efficient, can 
help to attract investment, and in turn 
can help foster economic growth. A 
sensible business tax system is not just 
about attractive tax rates but also tax 
rules which are simple and easy to 
comply with. 

As in previous editions of the Paying 
Taxes publication we include a 
number of articles from around the 
world which give further insights on 
how governments are addressing the 
challenging issues that they face and 
some of the specific policies that they 
are implementing.

We have also included the results of 
some additional analysis undertaken 
this year. As we now have eight years 
of Paying Taxes data, we consider it 
sufficiently robust for a comparison 
to be made with some broader 
macroeconomic indices around growth 
and investment. In some respects the 
results are perhaps not surprising, 
confirming that higher tax burdens are 
associated with lower investment; the 
more striking result is that reducing 
the administrative burden on business 
appears to be linked with economic 
growth more strongly than cutting 
tax rates. Paying Taxes suggests that 
administrative reform is the priority 
for governments. 

We hope that the Paying Taxes study 
continues to generate data that you find 
useful, but if you have any comments 
or feedback on how we can develop 
this study further then we would be 
delighted to hear from you.

 

Augusto Lopez Claros

Andrew Packman
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Key themes and findings
Indicators at the global level

267
hours

27.2
payments

44.7%
Total Tax Rate

On average it now takes our case study company 267 hours 
to comply with its taxes, it makes 27.2 payments and pays 
an average Total Tax Rate of 44.7%. 

On average across the eight years of the study the cost of tax, 
the Total Tax Rate, has fallen by almost 1% for each year; the 
time to comply has fallen by 54 hours (seven days); and the 
number of payments has fallen by 6.5.

8% 6.554

Total Tax Rate Time to comply
(hours)

Number of 
payments While the time to comply and number of payments have 

continued to fall significantly in 2011, the rate of decline 
for the Total Tax Rate slowed. The Total Tax Rate fell by 
0.3%, the number of hours fell by a day and the number of 
payments by almost 2.

Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec

Total Tax Rate
-0.3%

-1 day

2011

Time to comply

-2
Number 
of payments

In 2011 the average rate of profit tax has remained flat while 
the rate for labour taxes and social contributions increased 
by 0.1% and for ‘other’ taxes fell by 0.4%.

Labour taxes
+0.1%
+/- 0%

-0.4%

Profit taxes

Other taxes

2011

Jan Feb Mar AprMay Jun Jul Aug Sept Oct Nov Dec

Total 
Tax 
Rate
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Corporate income tax only part of the burden

12%

Time Total Tax Rate

12% 26% 36%

Payments

Corporate income tax continues to represent only 
part of the tax burden on business – it accounts for 
only 12% of payments, 26% of time and 36% of 
the Total Tax Rate. This profile has changed very 
little over the eight years of the study.

31

35
2010

Reforms

2011

Reforms continue around the world. However the number of 
economies reforming has fallen from thirty five last year to 
thirty one in the most recent study. The focus continues to be 
on reducing the administrative burden of the tax system.

The distribution for the time to comply has also narrowed.  
In 2011 132 economies spent between 101 and 350 hours 
on their tax compliance for the case study company compared 
with 105 of the economies in 2004.

2004
105 economies

2011
132 economies

101
-350
hours

2004
93 economies

2011
116 economies

Total Tax Rate 
between 
26-50%

The range of Total Tax Rates applied around the world has 
narrowed. 116 economies in the study now have a rate 
between 26 and 50% compared to 93 economies in 2004. 

All three paying taxes indicators have 
fallen consistently over the period of 
the study reflecting the reforms that 
governments have implemented with 
a view to making paying taxes easier 
and so easing the burden for business 
and government.

Not surprisingly in a world in which 
globalisation is being embraced and 
comparisons are more easily made 
with geographic neighbours and 
economic peers, the range of the 
indicators is narrowing suggesting 
a gradual move to what may be 
perceived as being sustainable.

The fact that the compliance 
indicators (the number of hours 
and payments) continue to fall 
significantly, suggests that there 
is still scope for improvement in 
many economies around the world, 
and that the value of making such 
improvements is understood. 
However, the reduction in the Total 
Tax Rate has slowed reflecting the 
need for governments to deal with 
different economic scenarios and 
circumstances which have arisen in 
the wake of the economic downturn, 
and to use a variety of policy options 
which they have at their disposal. 

The study continues to show that 
corporate income tax is only part 
of the picture when looking at the 
contribution made by business to 
public finances. This is important for 
governments when considering the 
reforms which it feels are necessary 
for the tax system. And for companies 
the challenge is to have a better 
understanding of the full extent of 
their contribution to the economy 
in which they operate and an ability 
to improve the way in which they 
communicate on tax.
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Below 
the global 
averages

Biggest 
reformer

Highest 
total tax rate

Efficient 
tax systems

Lowest
payments

High 
number of 
payments

Highest
hours

Least 
demanding
tax systems

Compliance continues to 
take longest in South America 
(619 hours) and the least 
amount of time is spent in 
the Middle East (158 hours). 
This has been the position 
consistently through the 
eight years of the�study. 

The 2013 study shows that the 
Middle Eastern states have the 
least demanding tax systems for our 
domestic case study company. They 
have the lowest average Total Tax 
Rates (23.6%), the lowest time to 
comply (158 hours), but the 
payments indicator (17.6) suggests 
that improvements are still possible 
for electronic filing and�payment.

The Middle East has had the lowest 
Total Tax Rates and Africa has the 
highest throughout the eight years of 
the study. The elimination of the 
cascading sales tax regimes is 
improving Africa’s position. This has 
also helped reduce the global average 
along with large falls in the rates 
applied in Central Asia & Eastern 
Europe, and the Middle East.

Central Asia & Eastern Europe has 
been the biggest reformer over the 
eight years of the study. Economies 
in this region have shown the 
largest fall in both the time to 
comply (200 hours) and number 
of payments (22.2) and apart from 
the Middle East have the largest 
fall in the Total Tax Rate (12.6%).

The highest number of 
payments is now made in 
Africa (37.0) and the lowest in 
North America (8.3) followed 
by the EU & EFTA1 (12.8). 

*  The regional classifications are different from those used in the World Bank/IFC Doing Business report. For a list of economies in each region please refer to 
the regional analyses which begin on page 41 

1  European Union & European Free Trade Association (EU & EFTA)

The regional picture*
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Below 
the global 
averages

Biggest 
reformer

Highest 
total tax rate

Efficient 
tax systems

Lowest
payments

High 
number of 
payments

Highest
hours

Least 
demanding
tax systems

Compliance continues to 
take longest in South America 
(619 hours) and the least 
amount of time is spent in 
the Middle East (158 hours). 
This has been the position 
consistently through the 
eight years of the�study. 

The 2013 study shows that the 
Middle Eastern states have the 
least demanding tax systems for our 
domestic case study company. They 
have the lowest average Total Tax 
Rates (23.6%), the lowest time to 
comply (158 hours), but the 
payments indicator (17.6) suggests 
that improvements are still possible 
for electronic filing and�payment.

The Middle East has had the lowest 
Total Tax Rates and Africa has the 
highest throughout the eight years of 
the study. The elimination of the 
cascading sales tax regimes is 
improving Africa’s position. This has 
also helped reduce the global average 
along with large falls in the rates 
applied in Central Asia & Eastern 
Europe, and the Middle East.

Central Asia & Eastern Europe has 
been the biggest reformer over the 
eight years of the study. Economies 
in this region have shown the 
largest fall in both the time to 
comply (200 hours) and number 
of payments (22.2) and apart from 
the Middle East have the largest 
fall in the Total Tax Rate (12.6%).

The highest number of 
payments is now made in 
Africa (37.0) and the lowest in 
North America (8.3) followed 
by the EU & EFTA1 (12.8). 

It is not surprising that the  
economies in the Middle East 
feature so prominently in the top 
jurisdictions of the Paying Taxes 
indicators. This can largely be 
attributed to the relatively few taxes 
levied on the case study company 
and a reliance on other sources 
of government revenues. The 
expectation is that this will change 
as new revenue raising measures 
are introduced.

The economies in Central Asia 
& Eastern Europe have led the 
charge over the period of the study 
to improve their tax compliance 
procedures and also to reduce their 
tax rates. 

While the Total Tax Rates for Africa 
still appear to be high, if the three 
countries with cascading sales 
taxes are excluded then the average 
falls to a level which is just above 
the world average, leaving South 
America as the region with the 
highest Total Tax Rates.

South America is also the region 
which demonstrates the heaviest 
compliance burden in terms of the 
hours to comply. This is driven by 
a mix of complicated tax systems, 
regimes which have multiple levels 
of government and tax authorities, 
and where regular changes to the 
tax system are common.

The developed economies of 
Europe and North America not 
surprisingly have the most efficient 
tax systems but Total Tax Rates can 
be high, driven in many cases by 
numerous labour taxes and social 
contributions.

The Asia Pacific economies tend to 
have Total Tax Rates that are below 
the world average and they have 
continued to fall as they look to 
compete in the world economy. 
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A comparison of the Total Tax Rate indicator with GDP and 
FDI suggests that higher Total Tax Rates for business are 
associated with reduced ability for an economy to grow and 
attract inward investment. 

Comparing the compliance indicators for the time to comply 
and the number of payments with GDP suggests that a 
high level of administrative complexity in the tax system 
is associated with less economic growth, and to a greater 
degree than the tax cost – this is particularly the case in 
relation to the number of payments indicator, implying that 
a high number of taxes, and a lack of electronic filing and 
payment facilities are key reasons here. 

Total Tax 
Rate

Inward 
investment

GDP 
growth

Tax
Administrative 

complexity

GDP 
growth

Some economic insights



The economic analysis to compare the Paying Taxes 
indicators with Gross Domestic Product (GDP) and 
Foreign Direct Investment (FDI) suggests that while 
higher business taxation can be linked to slower 
economic growth and international investment, 
reducing the administrative burden and complexity 
of the tax system can potentially be linked to a greater 
change in overall growth. The implication is that 
minimising the time and effort which businesses need 
to spend on complying with the tax system is equally 
important for governments when considering how best 
to stimulate and sustain economic growth.

In economies where action was taken to reduce complexity 
in tax administration – both in terms of the number of 
payments and the time taken to deal with tax matters – 
there has been a positive change on economic growth.

GDP
growth

Tax administrative 
complexity

8Key themes and findings
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Paying tax is important. Taxes provide government with 
revenues, and those who pay them have a stake in the system 
and in how government spends its money. In view of the current 
global economic climate, many governments spending and tax 
policies are now constrained by the need for deficit reduction to 
maintain the confidence of financial markets, but there is also a 
need to strike a balance when setting fiscal policy. Tax systems 
can also contribute to an economic environment that is attractive 
for inward investment and which can help domestic businesses to 
grow. For developing economies, the global economic downturn 
has created an additional issue to address as the aid budgets 
of developed economies have been cut. Governments in these 
countries need to consider how they can replace this funding. 
Looking at how they can improve their tax systems so that they 
are capable of generating a more sustainable source of financing 
than debt or aid is high on the agenda. The pressure from 
governments for tax authorities to generate higher tax revenues  
is likely to continue to increase. 

About Paying Taxes  
and this report 
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The Paying Taxes study looks at tax 
systems from the business perspective. 
Business plays an essential role in 
contributing to economic growth and 
prosperity by employing workers, 
improving the skills and knowledge 
base, buying from local suppliers and 
providing affordable products that 
improve people’s lives. Business also 
pays and generates many taxes. As 
well as corporate income tax on profits, 
business pays employment taxes, 
social contributions, indirect taxes, 
property taxes and a whole variety of 
smaller taxes including environmental 
taxes. The Paying Taxes study shows 
that corporate income tax is levied on 
business in 179 economies, value added 
tax (VAT) is collected by business in 
154 economies, and a range of labour 
taxes and social contributions is borne 
and collected by business in 184 
economies. Taxes borne and collected 
by business are therefore important 
and the impact that these taxes and 
the tax systems used to generate them 
have on business is also important both 
in terms of their direct cost, and in 
terms of the compliance costs that they 
impose on business as an unpaid tax 
collector for government.

Paying Taxes is a unique study. It 
provides data on tax systems around 
the world with an ability to monitor 
tax reform, and now over an eight 
year period. It is unique because it 
generates a set of indicators that 
measure the world’s tax systems from 
the point of view of business and also 
because it covers the full range of taxes 
paid in 185 economies, measuring 
how business complies with the 
different tax laws and regulations in 
each economy. 

This is the eighth year that the Paying 
Taxes indicators have been included 
in the Doing Business project run by 
the World Bank Group. The indicators 
measure the ease of Paying Taxes for 
a small to medium sized domestic 
company, in all of the 185 economies 
that it covers. 

The objectives of the study are:

• to provide data which can be 
compared between economies on a 
like for like basis;

• to facilitate the benchmarking 
of tax systems within relevant 
economic and geographical 
groupings, which can provide an 
opportunity to learn from peer 
group economies; 

• to enable an in‑depth analysis of the 
results which can be used to help 
identify good practices and possible 
reforms, and

• to generate robust data on tax 
systems around the world, 
including how they have changed, 
which can be used to inform the 
development of good tax policy.

Paying Taxes uses a case study scenario 
to measure the taxes and contributions 
paid by a standardised business 
and the complexity of an economy’s 
tax compliance system. This case 
study scenario uses a set of financial 
statements and assumptions about 
transactions made over the year. Tax 
experts from a number of different 
firms in each economy (including 
PwC), compute the taxes and 
mandatory contributions due in their 
jurisdiction, based on the standardised 
case study facts. Information is also 
compiled on the frequency of filing 
and payments, as well as the time 
taken to comply with tax laws in an 
economy. The case study company is 
not intended to be a representative 
company, but has been constructed to 
facilitate a comparison of the world’s 
tax systems on a like for like basis. 

Paying Taxes covers both the cost of the 
taxes which are borne by the case study 
company, and also the administrative 
burden of the taxes that the company 
bears and the taxes that it collects on 
behalf of government (but which do 
not have an impact on the company’s 
results). Both the tax cost and the tax 
compliance burden are important 
from the business point of view and 
these are measured using three 
sub‑indicators:

• Total Tax Rate, (the cost of all 
taxes borne);

• time needed to comply with the 
major taxes (profit taxes, labour 
taxes and mandatory contributions, 
and consumption taxes); and

• the number of tax payments.

The World Bank /IFC Doing Business 
project calculates an overall ranking 
for the ease of paying taxes which 
is a simple average of the percentile 
rankings on each of the sub indicators 
with a lower threshold applied to 
the Total Tax Rate. The threshold is 
defined as the highest Total Tax Rate 
among the 15% of economies with 
the lowest rates. The results for each 
sub‑indicator, split by type of tax, 
are included in Appendix 2 of this 
publication along with the overall 
ease of Paying Taxes ranking. Further 
details are also available on the Doing 
Business and the PwC websites.2 The 
full methodology for the case study 
company and the indicators are also 
set out on these websites and some 
examples of how the indicators are 
calculated are included in Appendix 1 
of this publication.

Chapter 1 of this publication sets 
out this year’s perspective from the 
World Bank. 

It looks at where paying taxes is easy 
and where not, the reforms that were 
made in 2011/2012, and some insights 
learned from the eight years of data 

Chapter 2 provides a further analysis 
by PwC. 

This year the analysis begins by 
comparing the Paying Taxes indicators 
with some key macroeconomic 
measures. It then takes a look at the 
global results for this year’s study and 
a comparison of the results around 
the world by geographical region. 
The chapter goes on to take a detailed 
look at the global trends over the eight 
years of the Paying Taxes study for 
each of the sub‑indicators, and again 
compares the movements in each of the 
geographical regions. 

2  www.doingbusiness.org and www.pwc.com/paying taxes
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Each region is then looked at in detail. 
This covers the tax profile for the 
region and the economies within each 
region, a comparison for each of the 
sub‑indicators and also how each of 
these has changed for that region with 
a focus on the some of the economies 
which have driven those movements. 
A selection of commentaries from 
a number of PwC offices around 
the world is included in each of the 
regional sections. These look at the 
results of Paying Taxes for their 
particular economy in more detail 
illustrating how the data is being used 
in practice to inform and stimulate 
discussion with governments and, they 
also refer to some of the reforms that 
have been and are being implemented 
to address the issues arising in 
such dialogues. 
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Jean-Baptiste Colbert, French philosopher and Minister 
of Finance to King Louis XIV, once remarked that “the 
art of taxation consists in so plucking the goose as to 
obtain the largest possible amount of feathers with the 
smallest possible amount of hissing.” How taxes are 
collected and paid has changed a great deal since then. 
But governments still face the challenge of maximising 
revenue collection while minimising distortions. 

Findings of the 
World Bank and 
IFC’s Doing Business 
2013 report

Chapter 1
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Firms in the United Arab Emirates 
face the lightest administrative 
burden in Paying Taxes. They 
must make only four payments a 
year and spend 12 hours doing so. 

From June 2011 to June 2012 
Doing Business recorded 31 
reforms making it easier and less 
costly for companies to comply 
with taxes.

Liberia made the biggest 
improvement in the ease of paying 
taxes in the past year.

Belarus has advanced the most 
toward the frontier in regulatory 
practice in Paying Taxes 
since 2004. 

The most common feature of tax 
reforms in the past eight years 
was to reduce profit tax rates, 
often in the context of parallel 
efforts to improve tax compliance. 
But in the past two years more 
economies focused on introducing 
electronic systems.

Among regions, Eastern Europe 
& Central Asia had the biggest 
improvement in the ease of Paying 
Taxes in the past eight years.

For more information on good practices and research related to Paying Taxes, visit 
http://www.doingbusiness.org/data/exploretopics/paying-taxes. 
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Figure 1.1: Where is Paying Taxes easy – and where not?

Economy Overall rank Most difficult Rank

United Arab Emirates 1 Cameroon 176

Qatar 2 Mauritania 177

Saudi Arabia 3 Senegal 178

Hong Kong SAR, China 4 Gambia, The 179

Singapore 5 Bolivia 180

Ireland 6 Central African Republic 181

Bahrain 7 Congo, Rep. 182

Canada 8 Guinea 183

Kiribati 9 Chad 184

Oman 10 Venezuela, RB 185

Figure 1.2: Who made Paying Taxes easier and lowered the tax burden in 2011/12 – 
and what did they do? 

Feature Economies Some highlights

Introduced or 
enhanced electronic 
systems

Albania; Belarus; Bosnia and 
Herzegovina; Costa Rica; 
Czech Republic; Georgia; 
Germany; Kenya; Panama; 
Russian Federation; Saudi 
Arabia; Slovak Republic; 
Slovenia; Ukraine; United Arab 
Emirates; Uruguay

Ukraine introduced an online filing 
and payment system and made its 
use mandatory for medium-size 
and large enterprises.

Reduced profit tax 
rate by 2 percentage 
points or more

Belarus; Brunei Darussalam; 
Fiji; Japan; Republic of Korea; 
Lao PDR; Liberia; Mali; Puerto 
Rico (U.S.); Slovenia; Thailand; 
United Kingdom

The United Kingdom reduced 2 
corporate income tax rates: the 
main rate from 28% to 26% and 
the small-company rate from 21% 
to 20%.

Merged or eliminated 
taxes other than 
profit tax

Albania; Hungary; Liberia Liberia abolished the turnover tax.

Simplified tax 
compliance process

Jamaica; Mali; Panama; 
Poland

Jamaica introduced joint filing and 
payment of all five types of social 
security contributions that firms 
must make. 

Reduced labour 
taxes and mandatory 
contributions

Croatia Croatia made Paying Taxes less 
costly by reducing health insurance 
contributions.

Introduced change in 
cascading sales tax

Swaziland Swaziland introduced value added 
tax to replace its cascading 
sales tax.

Note: Rankings are the average of the economy’s rankings on the number of payments, time and Total 
Tax Rate, with a threshold imposed on the Total Tax Rate. 
Source: Doing Business database. 

Source: Doing Business database. 

Doing Business records the taxes 
and mandatory contributions that 
a medium-size company must pay 
in a given year and also measures 
the administrative burden of Paying 
Taxes and contributions. It does this 
with three indicators: number of 
payments, time and Total Tax Rate for 
the Doing Business case study firm. 
The number of payments indicates the 
frequency with which the company 
has to file and pay different types 
of taxes and contributions, adjusted 
for the way in which those filings 
and payments are made.3 The time 
indicator captures the number of hours 
it takes to prepare, file and pay three 
major types of taxes: profit taxes, 
consumption taxes, and labour taxes 
and mandatory contributions. The 
Total Tax Rate measures the tax cost 
(as a percentage of profit) borne by the 
standard firm. The indicators do not 
measure the fiscal health of economies, 
the macroeconomic conditions under 
which governments collect revenue 
or the provision of public services 
supported by taxation. The ranking on 
the ease of Paying Taxes is the simple 
average of the percentile rankings 
on its component indicators, with a 
threshold applied to the Total Tax Rate 
(Figure 1.1).3

Who reformed in Paying Taxes in 
2011/12?
From June 2011 to June 2012 Doing 
Business recorded 31 reforms making 
it easier or less costly for firms to pay 
taxes (Figure 1.2). Sixteen economies 
mandated or enhanced electronic 
filing, eliminating the need for 196 
separate tax payments and reducing 
compliance time by 134 days  
(1,070 hours) in total. In Uruguay 
small and medium-size companies can 
now file and pay corporate income tax, 
value added tax and capital tax online. 

3  Companies sometimes prefer more frequent payments, to smooth cash flow, and less frequent filing.
4  The threshold is set at the 15th percentile of the Total Tax Rate distribution, and this year is 25.7%. All economies with a Total Tax Rate below this level receive 

the same percentile ranking on this component. The threshold is not based on any economic theory of an “optimal tax rate” that minimises distortions or 
maximises efficiency in the tax system of an economy overall. Instead, it is mainly empirical in nature, set at the lower end of the distribution of tax rates levied 
on medium-size enterprises in the manufacturing sector as observed through the Paying Taxes indicators. This reduces the bias in the indicators toward 
economies that do not need to levy significant taxes on companies like the Doing Business standardised case study company because they raise public 
revenue in other ways—for example, through taxes on foreign companies, through taxes on sectors other than manufacturing or from natural resources (all of 
which are outside the scope of the methodology).
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Figure 1.3: Who makes Paying Taxes easy and who does not – and where is the Total 
Tax Rate highest?

Payments (number per year)

Fewest Most

Hong Kong SAR, China 3 Antigua and Barbuda 57

Saudi Arabia 3 Guinea  58

Norway 4 Senegal 59

Qatar 4 Panama 60

Sweden 4 Congo, Rep. 61

United Arab Emirates 4 Sri Lanka 61

Georgia 5 Côte d'Ivoire 62

Singapore 5 Serbia 66

Chile 6 Tajikistan 69

Malta 6 Venezuela, RB 71

Time (hours per year)

Fastest Slowest

United Arab Emirates 12 Cameroon 654

Bahrain 36 Ecuador 654

Qatar 48 Senegal 666

Bahamas, The 58 Mauritania 696

Luxembourg 59 Chad 732

Oman 62 Venezuela, RB 792

Switzerland 63 Vietnam 872

Saudi Arabia 72 Nigeria 956

Seychelles 76 Bolivia 1,025

Hong Kong SAR, China 78 Brazil 2,600

Total Tax Rate (% of profit)

Highest

Colombia  74.4 

Palau  75.7 

Bolivia  83.4 

Tajikistan  84.5 

Eritrea  84.5 

Uzbekistan  98.5 

Argentina  108.3a 

Comoros  217.9a 

Gambia, The  283.5a 

Congo, Dem. Rep.  339.7a 

Note: The indicator on payments is adjusted for the possibility of electronic or joint filing and payment 
when used by the majority of firms in an economy. 
a  As a result of assumptions about the profit margin used to standardize the financial statements of 

the case study company, in four economies the amount of taxes due would exceed the profit of the 
company. To be able to comply with its tax obligations in these economies, the company would 
therefore have to charge more for its products and generate a higher profit. The methodology does not 
allow for price adjustments and assumes a standard cost markup of 120%. 

Source: Doing Business database. 

This option was available only for large 
taxpayers until 2011. Seven other 
economies implemented electronic 
filing for the first time, raising the 
number offering this option from 
67 in 2010 to 74 in 2011.5 Thanks to 
improvements in electronic systems 
for filing and paying social security 
contributions, Saudi Arabia this year 
ranks among the 10 economies with 
the fewest payments and lowest tax 
compliance time (Figure 1.3).

Electronic systems for filing and Paying 
Taxes eliminate excessive paperwork 
and interaction with tax officers. They 
can reduce the time businesses spend 
on complying with tax laws, increase 
tax compliance and reduce the cost of 
revenue administration.6 But achieving 
these results requires effective 
implementation and high-quality 
security systems.

Twelve economies reduced profit tax 
rates in 2011/12: six high-income 
economies (Brunei Darussalam, Japan, 
Korea, Puerto Rico [territory of the 
United States], Slovenia and the United 
Kingdom), four middle-income ones 
(Belarus, Fiji, Lao PDR and Thailand) 
and two low-income ones (Liberia and 
Mali). Reductions in profit tax rates are 
often combined with efforts to widen 
the tax base by removing exemptions 
and with increases in the rates of 
other taxes, such as value added tax 
(VAT). Liberia improved the most in 
the ease of Paying Taxes. It reduced the 
corporate income tax rate from 35% to 
25% and abolished the turnover tax. 
The Total Tax Rate fell from 43.7% of 
profit to 27.4%. 

Eleven economies introduced new 
taxes (Cambodia, Costa Rica, Cyprus, 
El Salvador, Ethiopia, Japan, Malawi, 
Maldives, Mali, Nigeria, and República 
Bolivariana de Venezuela). Others 
increased profit or income tax rates 
(Botswana, the Dominican Republic 
and Moldova)7 or social security 
contributions (Hungary and Poland).

5 One of the economies added to the sample in this year’s report, Malta, has offered electronic filing for several years and so is included in the count for 2010. 
6  Mexico, for example, has relied heavily on technology and the use of electronic systems to lessen the administrative burden for taxpayers. These efforts 

simplified requirements for firms, reducing the number of annual tax payments recorded by Doing Business from 27 in 2007 to 6 in 2011 and the time to 
comply with major taxes from 549 hours to 337.

7  At the same time Moldova reduced the withholding tax for dividends from 15% to 6% and lowered the withholding tax for payments other than dividends 
from 15% to 12%. In addition, it introduced a new tax regime for small and medium-size enterprises under which small companies pay a single tax of 3% of 
revenues from operational activities.
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What have we learned from eight 
years of data? 
Since 2005 Doing Business has 
recorded 296 tax reforms in 142 
economies (Figure 1.4). Some of these 
reforms introduced online filing, added 
in 29 economies in the past eight 
years. These and other improvements 
to simplify tax compliance reduced 
the time required to comply with the 
three major taxes measured (profit, 
labour and consumption taxes) by 54 
hours on average, and the number of 
payments by 7 (rounded). 

Eastern Europe and Central Asia had 
the biggest improvement, with the time 
reduced by 181 hours and the number 
of payments by 24 (Figure 1.5). 
Upper-middle-income economies have 
advanced the most toward the frontier 
in regulatory practice in Paying Taxes, 
followed by lower-middle-income 
economies (Figure 1.6).

Besides lessening the administrative 
burden of taxes, many economies also 
reduced tax rates, often from relatively 
high levels and with complementary 
efforts to improve tax compliance. 
Sub-Saharan Africa had the largest 
reduction in the Total Tax Rate, 13.3 
percentage points on average since 
2005. Some of this reduction came 
from the introduction of VAT, which 
replaced the cascading sales tax.8 
Burundi, Djibouti, Mozambique, Sierra 
Leone and Swaziland all introduced 
VAT systems. In Sierra Leone tax 
revenue remained relatively stable as 
a percentage of GDP, rising only from 
10.8% in 2005 to 11% in 2009. But the 
share of revenue coming from taxes 
on goods and services increased from 
11.9% to 24.6%.9 

Figure 1.4: Tax reforms implemented by more than 75% of economies in the past eight years

Number of Doing Business reforms making it easier to pay taxes by Doing Business report year

Figure 1.5: Tax compliance simplified the most in Eastern Europe and Central Asia

Average payments (number per year)

South Asia (8 economies)

Middle East & North Africa (19 economies)

East Asia & Pacific (24 economies)

Latin America & Caribbean (33 economies)

Sub-Saharan Africa (46 economies)

OECD high income (31 economies)

Eastern Europe & Central Asia (24 economies)

Reforms

Doing Business 2006
Doing Business 2007

Doing Business 2008
Doing Business 2009

Doing Business 2010
Doing Business 2011

Doing Business 2012
Doing Business 2013

 4 2 1 1 2 10

 1 4 3 2 6 2 3 2 23

 3 5 9 8 4 29

 4 5 5 8 6 2 7 5 42

 3 8 8 6 11 11 7 4 58

 9 7 6 8 9 7 7 9 62

 8 11 10 9 9 11 7 7 72

OECD high income (31 economies)

Middle East & North Africa (19 economies)

East Asia & Pacific (24 economies)

Eastern Europe & Central Asia (24 economies)

South Asia (8 economies)

Latin America & Caribbean (33 economies)

Sub-Saharan Africa (46 economies)

DB2013
DB2006

DB2013
DB2006

DB2013
DB2006

DB2013
DB2006

DB2013
DB2006

DB2013
DB2006

DB2013
DB2006

1 2 8 12
 2 5 8 16

 2 11 8 21
 2 13 9 25

 4 11 10 25
 4 13 12 29

 4 8 16 28
 8 19 25 52

 3 13 13 30
 3 12 15 30

 4 11 15 31
 5 17 18 40

 4 16 19 39
 4 16 20 40

Average payments (number per year)

Corporate income tax
Labour taxes
Consumption taxes

Note: An economy can be considered to have only one Doing Business reform per topic and year. The 
data sample for DB2006 (2004) includes 174 economies. The sample for DB2013 (2011) also includes 
The Bahamas, Bahrain, Barbados, Brunei Darussalam, Cyprus, Kosovo, Liberia, Luxembourg, Malta, 
Montenegro and Qatar, for a total of 185 economies.
Source: Doing Business database. 

Note: To ensure an accurate comparison, the figure shows data for the same sample of 174 economies 
for both DB2006 (2004) and DB2013 (2011) and uses regional classifcations that apply in 2012. The 
economies added to the Doing Business sample after 2004 and therefore excluded here are the 
Bahamas, Bahrain, Barbados, Brunei Darussalam, Cyprus, Kosovo, Liberia, Luxembourg, Malta, 
Montenegro and Qatar. DB2006 data are adjusted for any data revisions and changes in methodology. 
Source: Doing Business database. 

8  VAT is collected by the firm and its cost is fully passed on to the consumer. Because the firm has to make the payments and spend time filling out the returns, 
VAT is included in the indicators on payments and time. But the amount of VAT paid is not included in the Total Tax Rate. Cascading sales tax, which is paid at 
every point of the supply chain, is included in the Total Tax Rate, because the firm cannot deduct the sales tax it pays on its supplies from the amount it owes 
on its sales. Economies introducing VAT regimes to replace the sales tax regime have therefore seen a reduction in their Total Tax Rate.

9 World Bank, World Development Indicators database, http://data.worldbank.org/.
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Many African economies also reduced 
profit tax rates in the past eight years, 
reducing the share of profit taxes in 
the Total Tax Rate by 0.9 percentage 
point on average in the region. But the 
biggest reduction in this share occurred 
in OECD high-income economies, 
where it fell by 4.1 percentage points 
on average. Over the same period 
tax revenue increased slightly as a 
percentage of GDP in Sub-Saharan 
Africa and remained relatively stable in 
OECD high-income economies.10 

Such reforms have had positive effects. 
Matching the data available since 2005 
on Total Tax Rates with investment 
data indicates that a reduction of 1 
percentage point in the Total Tax Rate 
is linked to an increase in investment 
equivalent to 1% of GDP.11 

Figure 1.6: Middle-income economies have advanced the most toward the frontier in Paying Taxes

80

60

40

20

0

Average distance to frontier (%)

Low income Lower middle income Upper middle income High income

2011

2004

Note: The distance to frontier measure shows how far on average an economy is from the best 
performance achieved by any economy on the Paying Taxes indicators since 2004. The measure is 
normalised to range between 0 and 100, with 100 representing the best performance (the frontier). The 
data refer to the 174 economies included in Doing Business 2006 (2004). Eleven economies were added 
in subsequent years. The figure shows data for the financial years 2004 (measured by the Paying Taxes 
indicators in Doing Business 2006) and 2011 (measured in Doing Business 2013).
Source: Doing Business database. 

10 World Bank, World Development Indicators database, http://data.worldbank.org/.
11  The analysis controls for government consumption, institutional quality and corruption perception. It also controls for total trade openness and rents from 

natural resources. Eifert, Benjamin. 2009. “Do Regulatory Reforms Stimulate Investment and Growth? Evidence from the Doing Business Data, 2003–07.” 
Working Paper 159, Center for Global Development, Washington, DC. Djankov, Simeon, Caralee McLiesh and Rita Ramalho. 2006. “Regulation and Growth.” 
Economics Letters 92 (3): 395–401.
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Since 2004 there has been a 
convergence in business regulatory 
practices in Paying Taxes. This means 
that laws, regulations and compliance 
procedures are more similar across 
economies today than they were eight 
years ago. The greatest convergence 
in regulatory practice has occurred 
in time. Among the 174 economies 
covered by Doing Business since 2004, 
the time to comply with taxes in that 
year averages 681 hours in the worst 
quartile of the economies as ranked by 
performance on this indicator, while it 
averaged 211 hours for the rest  
(Figure 1.7). Since then the average 
time for the worst quartile has fallen to 
497 hours, getting closer to the average 
of 201 hours for the rest.

Figure 1.7: Strong convergence across economies since 2004 – averages by quartile

Note: Economies are ranked in quartiles by performance in 2004 on the ease of Paying Taxes. The data 
refer to the 174 economies included in Doing Business 2006 (2004). Eleven economies were added in 
subsequent years.
Source: Doing Business database. 
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Source: Doing Business database. 

Figure 1.8: Who has narrowed the distance to frontier in Paying Taxes between 2004 and 2011?

Most improved Change in distance to frontier (percentage points)

Belarus 61 (0 -> 61)

Georgia 47 (39 -> 86)

Colombia 47 (13 -> 60)

China 42 (19 -> 61)

Azerbaijan 37 (38 -> 75)

Ukraine 31 (16 -> 47)

Sierra Leone 30 (34 -> 64)

Argentina 30 (14 -> 44)

Yemen, Rep. 30 (33 -> 63)

Uruguay 30 (31 -> 61)

Note: The distance to frontier measure shows how far on average an economy is from the best 
performance achieved by any economy on the Paying Taxes indicators since 2004. The measure is 
normalised to range between 0 and 100, with 100 representing the best performance (the frontier). The 
data refer to the 174 economies included in Doing Business 2006 (2004). Eleven economies were added 
in subsequent years. The first column lists the top 10 most improved economies in order; the second 
shows the absolute improvement in the distance to frontier between financial years 2004 and 2011.
Source: Doing Business database. 

Figure 1.9: Broad tax reform in Belarus reduces payments, time and Total Tax Rate
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Belarus has advanced the furthest 
toward the frontier in regulatory 
practice in Paying Taxes since 2004 
(Figure 1.8). Embarking on an 
ambitious tax reform in 2005, Belarus 
abolished several taxes, reduced 
tax rates, broadened the tax base, 
simplified filing forms and the tax law 
and invested in electronic systems that 
make it easier to file and pay taxes. 
These changes reduced the number 
of annual payments from 125 to 10, 
the time from 987 hours a year to 338 
and the Total Tax Rate from 137.5% of 
profit to 60.7% (Figure 1.9). The efforts 
to make tax compliance easier and less 
costly are paying off. While 1,681 new 
limited liability corporations registered 
for the first time in 2005 in Belarus, 
6,142 did so in 2011. Indeed, the total 
number registered in this period 
increased by 68.9% (from 27,619 
to 46,653).12 

12  World Bank Group Entrepreneurship Snapshots. The full data set is available on the Doing Business website (http://www.doingbusiness.org).
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The continuing turbulent economic environment is 
making decisions around tax policy more difficult.  
In the wake of the global economic downturn,  
economies are under increasing pressure to be 
competitive, to implement tax systems that can help 
encourage economic growth, while at the same time 
addressing public sector deficits, and putting economies 
on a more sound footing. Government spending cuts 
and a loss of public trust in business and concerns over 
whether companies are paying the ‘right amount of tax’ 
have intensified the calls for tax reform and transparency 
around how tax systems operate, with a view to holding 
both governments and businesses to account. 

The PwC commentary

Chapter 2
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Governments also see a need to put 
in place tax systems which are seen 
to be efficient, can help to attract 
investment, and in turn can help foster 
economic growth.
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An economic analysis
Taxation, economic growth  
and investment

The disappointing performance of 
many economies – particularly the 
higher income countries in the West 
– has focussed attention on how 
governments can boost economic 
growth. As the world economy has 
emerged from the global financial 
crisis, much emphasis has been on 
providing a stimulus to demand 
and improving the performance of 
the financial system. In addition, 
governments are starting to shift their 
attention to the potential of supply-side 
measures, which aim to improve the 
ease of doing business in a country. 
The easier it is to do business, the more 
likely it is that new businesses will be 
formed and existing businesses will 
grow – creating value-added and jobs. 
And economies where it is easier to do 
business will tend to attract investment 
from overseas, providing an added 
potential boost to economic growth 
and jobs.13

Andrew Sentance

Senior Economic Adviser

PwC (UK)

One important way in which the 
government can improve the ease of 
doing business in an economy is by 
reducing the burden of the tax system 
on firms. This can be done in a number 
of different ways. First of all, it can 
be achieved by lowering tax rates and 
easing the overall burden of taxation. 
That is challenging because a reduction 
in the overall tax burden in an economy 
can only be achieved on a sustainable 
basis if government spending as a share 
of economic activity is also reined in to 
the same extent.

A second way of creating a more 
business-friendly tax system is through 
tax reform. Tax rates which directly 
bear on business activity can be 
brought down by shifting the burden 
of tax away from wealth-generating 
activities and towards personal 
expenditure – such as VAT. Another 
way in which tax reform can help 
create a better climate for business, 
is by broadening the tax base which 
enables the same amount of taxation to 
be raised with a lower overall tax rate. 
The UK’s current approach to corporate 
tax reform is an example of this kind 
of approach.

13  Djankov, Simeon, Caralee McLiesh and Rita Ramalho. 2006. “Regulation and Growth.” Economics Letters 92 (3):395–401.
    Eifert, Benjamin. 2009. “Do Regulatory Reforms Stimulate Investment and Growth? Evidence from the Doing Business Data, 2003–07.” Working Paper 159, 

Centre for Global Development, Washington, DC.
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One important way in which the 
government can improve the ease of 
doing business in an economy is by 
easing the burden of the tax system on 
firms. This can be done in a number of 
different ways.
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A third way in which changes to the tax 
system can help economic growth is by 
easing the administrative burden on 
businesses – reducing the time which 
businesses need to spend dealing with 
tax matters and the complexity of the 
payment systems.

For the last eight years, PwC has been 
working with the World Bank and IFC 
to measure how burdensome the tax 
system is in different economies using 
three simple indicators: the Total Tax 
Rate of a case study company as a 
percentage of profits; the number of 
different payments which businesses 
need to deal with; and the time 
spent by businesses dealing with tax 
compliance. Now that these measures 
have been calculated for a large 
number of economies over the eight 
year period, we feel we have a strong 
enough data set to conduct some 
statistical analysis into the relationship 
between the tax system in different 
economies and their economic 
growth and ability to attract overseas 
investment.

For this purpose we have analysed 
the experience of 166 economies in 
our database14 – to see how the level 
of taxation on businesses in these 
economies and its complexity relates 
to their rate of growth and ability to 
attract inward investment.

What did our analysis show?
We used regression analysis to look 
at the relationship between the 
Paying Taxes indicators which we 
have been measuring over the period 
2004-11 and: (1) the economy’s 
average economic growth rate over 
that period; and (2) the growth of 
the stock of inward investment over 
the same period. The hypothesis was 
that economies which had higher tax 
burdens or more complex tax systems 
would experience lower growth or 
inward investment over a period of 
years. We also looked at the impact of 
changes in the Paying Taxes indicators, 
as it is also likely that economies 
which are actively seeking to reduce 
the burden and complexity of the tax 
system will also experience stronger 
growth.

Our analysis sought to take into 
account and control for the fact that 
emerging and developing economies 
have stronger growth potential because 
their economies are growing from a 
lower base. So as well as including 
our Paying Taxes indicators in the 
analysis we included the level of GDP 
per head in each economy at the start 
of the period we were considering 
(2004). This would be expected to have 
a negative correlation with growth 
performance – with richer more 
mature economies experiencing lower 
growth rates and poorer countries 
having more scope to catch-up with 
the leading economies. This did indeed 
turn out to be the case.

We need to be cautious about inferring 
too much from the results given the 
complex nature of the relationship 
between the tax system and economic 
growth. For example, changes in the 
tax system may well be correlated 
with other policy developments which 
improve the business climate in an 
economy and hence raise growth. 
However, the results are in the 
direction which we would expect – 
economies with lower tax rates on 
business and less complex tax systems 
experience stronger growth and attract 
more foreign direct investment.

14  Some countries covered by the Paying Taxes study had to be excluded due to a lack of consistent GDP and FDI data for the full period of our analysis. Data 
for economic growth was drawn from the IMF World Economic Outlook database and FDI data was from UNCTAD.



26An economic analysis

Figure 2.1 below summarises the 
average results of our regression 
analysis for economic growth 
across the 166 countries.15 In terms 
of economic growth and inward 
investment, the Total Tax Rate 
facing our case study company has 
the expected negative correlation 
with economic growth and with 
inward investment. But there are also 
significant negative growth impacts 
from the administrative complexity 
of the tax system – in particular the 
number of different tax payments a 
business has to make. We also found 
that in economies where there was 
a reduction in tax administration 
complexity – both in terms of the 
number of payments and the time 
that businesses take to deal with tax 
matters– this could have a positive 
impact on economic growth.

Does the tax system slow 
economic growth?
Our analysis supports the view that 
the business tax system slows (or 
creates a ‘drag’ on) economic growth, 
both through the overall burden of 
tax payments and the complexity 
of the tax system. We need to exert 
caution however in interpreting our 
results, but if we take the results at 
face value, across all the economies 
we studied, the total “tax drag” over 
the period of our analysis (2004-
2011) was estimated at 1.15% per 
annum on average. This is the average 
amount by which the level of taxes, 
the administrative burden of dealing 
with the tax system, and changes in tax 
complexity have impacted growth in 
the economies in our sample. 

15  More detail of the regression analysis is on our 
PwC website at www.pwc.com/payingtaxes

Source: PwC analysis of the impact of business tax payments in 166 countries,  
2004 to 2011

As Figure 2.1 shows, there are three 
components to the influence which 
the business tax system appears to 
exert on economic growth, according 
to our analysis. The most significant is 
the administrative burden of the tax 
system, reflected in the number of tax 
payments businesses need to make. 
This is associated with a drag  
on economic growth of around  
one percentage point per annum 
across our sample of countries. But 
this is moderated to some extent by 
the second component, which is a 
reduction in the complexity of the 
tax system which has been taking 
place over time. This reduction in 
complexity is associated with an 
increase in growth by an average of 
around a quarter of a percentage point 
per annum across the economies in 
our sample.

The third component is the Total 
Tax Rate as a percentage of profit – 
which averaged around 50% for the 
economies in our study over the period 
2004-2011. According to our estimates, 
each ten percentage point cut in the 
Total Tax Rate (relative to business 
profits) is associated with an increase 
in the annual economic growth rate by 
just under 0.1%. The total “drag” on 
economic growth created by the Total 
Tax Rate on business for all economies 
in our study is around 0.4% per annum.

Figure 2.1: Economic growth and business taxation

Average % pa change in GDP growth linked to impact of business taxes

0.4

0.2

0

-0.2

-0.4

-0.6

-0.8

-1.0

-1.2

-1.4

-1.6

Reduction in tax 
administration

Total Tax Rate
Number of payments

Tax ‘drag’ Tax reform



27 Paying Taxes 2013. PwC commentary

One of the conclusions we might draw 
from these results is that changes in 
the administrative aspects of the tax 
system seem to have a much bigger 
potential impact on economic growth 
than differences in the amount of 
tax paid. This may reflect the fact 
that tax revenues are recycled within 
economies to support government 
expenditure which can be positive 
for economic growth (if efficiently 
spent) – through the impact on 
education, health, infrastructure, etc. 
So there is a credit side to the equation 
when tax is raised to support these 
economically and socially useful 
activities. But the administration and 
complexity of the tax system adds to 
the overall burden on society with no 
compensating benefit.

We can use these results to look at 
the implications of the findings of the 
Paying Taxes 2013 Study. Figure 2.2 
shows the estimated “tax drag” on 
economic growth based on the latest 
results, using the regional averages 
discussed later in this chapter. It shows 
that the associated drag on growth in 
the region with the highest tax rates 
and number of payments, Africa, is 
about 1% per annum greater than the 
best, North America. The main factor 
creating differences between regions 
is the number of tax payments, rather 
than the Total Tax Rate. This highlights 
the significant potential benefits to 
economic growth of reductions in the 
administrative complexity of the tax 
system facing business.

The tax system and 
inward investment
Our analysis suggested that the 
administrative aspects of the tax 
system did not have a noticeable effect 
on the level of inward investment, 
but the link with the Total Tax Rate 
appeared stronger. The average 
“tax drag” on the growth of inward 
investment across all the countries 
in our sample was 3.7%. And a 10% 
cut in the Total Tax Rate is associated 
with an increase in the stock of inward 
investment by 0.7% per annum 
according to our analysis. 

Source: PwC analysis of the impact of business tax payments in 166 countries, 2004 to 2011

Figure 2.2: Growth and business taxes by region 
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The fact that inward investment 
appears to be more sensitive to the 
overall Total Tax Rate and less sensitive 
to the administrative tax burden may 
reflect the fact that a complex and 
time-consuming tax system has a 
bigger negative impact on small and 
medium-sized enterprises who are less 
involved with flows of international 
investment. Larger companies have 
the management systems to cope with 
complex tax systems, but will still 
tend to shift their investment flows to 
locations where the overall tax burden 
– as measured by the PwC Total Tax 
Rate measure – is lower.

Policy implications
This analysis has interesting 
implications for policy-makers. It 
suggests that while the total amount 
raised in business taxation is associated 
with lower economic growth and 
international investment, the 
administrative burden and complexity 
of the tax system has the potential to 
have a greater correlation with overall 
growth. There is clearly a lot of scope 
for fiscal authorities to act in this area, 
and over the period we studied there 
appeared to be a noticeable benefit 
to growth performance in economies 
which experienced reductions in the 
complexity of their tax systems.

This suggests that governments keen 
to create a more business-friendly tax 
climate which is more supportive of 
economic growth need to focus not 
only on the overall rates and burden 
of taxation, but also on minimising 
the time and effort which businesses 
need to spend complying with their 
tax systems.

This suggests that governments keen 
to create a more business-friendly tax 
climate which is more supportive of 
economic growth need to focus not 
only on the overall rates and burden 
of taxation, but also on minimising 
the time and effort which businesses 
need to spend complying with their 
tax systems.
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The Paying Taxes 2013 
global results 
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The 2013 global tax profile
Figure 2.3 shows the global average 
results for each of the Paying Taxes 
indicators. It also shows the range 
across the 185 economies in the study. 

On average around the world our case 
study company makes 27.2 payments, 
takes 267 hours (nearly seven weeks 
based on a 40 hour week) and has a 
tax cost of 44.7% of its commercial 
profit. The range for each indicator is 
very wide. The number of payments 
ranges from 3 in Hong Kong SAR, 
China and Saudi Arabia, to 71 in 
República Bolivariana de Venezuela. 
The time to comply is lowest in the 
United Arab Emirates and is highest 
in Brazil. The lowest Total Tax Rate 
is found in Vanuatu and the highest 
in the Democratic Republic of the 
Congo (where a cascading sales tax 
still exists). As will be seen in a later 
section of this report, the compliance 
indicators have continued to fall while 
the Total Tax Rate has stabilised in the 
most recent period.

While corporate income tax is charged 
in 179 (97%) of the economies in the 
study, the results have consistently 
shown that across our three indicators 
it remains only part of the tax burden 
on business. It accounts for 12% 
of payments, 26% of the time and 
36% of the Total Tax Rate and these 
percentages have hardly changed 
from previous studies (see Figure 2.4). 
Labour taxes and social contributions 
are levied in 184 economies around the 
world, while VAT (within ‘other’ taxes) 
is now a feature of the tax system in 
154 economies. 

Figure 2.4: The global allocation of the Paying Taxes indicators across profit taxes, labour 
taxes and ‘other’ taxes

Profit taxes
Labour taxes
Other taxes

Payments Time Total Tax Rate

49%

39%

38% 26%
28%

36% 36%

36%
12%

Figure 2.3: The global average result for each indicator

Tax type Total Tax Rate% Time to comply
Number of 
payments

Profit taxes 16.2 68 3.4

Labour taxes and contributions 16.2 97 10.6

Other / consumption taxes 12.3 102 13.2

Total 44.7 267 27.2

Minimum 8.4 12 3.0

Maximum 339.7 2600 71.0

Source: PwC analysis.

Source: PwC analysis.
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Total Tax Rate
While the range of the Total Tax 
Rate is wide (see Figure 2.5), 116 
economies out of the 185 economies 
(63%) have a rate between 26% and 
50% in the current study (2011). This 
is a slightly higher concentration than 
in the previous year (114 out of 183 
economies), and when compared with 
the results for 2004 (Paying Taxes 
2006), it is clear that Total Tax Rates 
have generally fallen and have become 
more concentrated. In 2006 there were 
only 93 out of 174 economies (53%) in 
the 26% to 50% range. Not surprisingly 
in a world in which globalisation is 
being embraced and comparisons are 
more easily made with geographic 
neighbours and economic peers, the 
range of the indicators is narrowing 
suggesting a gradual move to what may 
be perceived as good practice.

The regional comparison in Figure 2.6 
shows that four regions, (Central Asia 
& Eastern Europe, North America, 
Central America & Caribbean and the 
EU & EFTA) all have average rates 
that are close to the world average. 
This again is a strong indication of 
how the range of tax rates applied is 
narrowing. The Asia Pacific region has 
an average which is almost one fifth 
below the world average while the 
Middle East has the lowest average 
which is almost half the world average. 
Rates are highest in Africa with an 
average of 57.4%, almost one third 
above the world average, however it 
is of note that if the economies which 
still have a cascading sales tax were 
excluded, then this average would fall 
to 43.4% which would then be only 
slightly above a revised world average 
of 40.9%. The average Total Tax Rate 
is also high in South America at 53.5% 
which is almost one fifth above the 
world average.

Figure 2.5: Distribution of the Total Tax Rate across 174 economies in 2011 and 2004 
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Figure 2.6: Regional comparison of the Total Tax Rate

Middle East

Asia Pacific

Central Asia & Eastern Europe

North America

EU & EFTA

Central America & Carribean

World Average

South America

Africa

Number of payments

Profit taxes
Labour taxes
Other taxes

 9.2 13.9 0.5 23.6

 17.6 10.7 8.1 36.4

 10.3 20.4 10.6 41.3

 20.2 16.4 5.4 42.0

 12.7 26.4 3.5 42.6

 22.5 12.1 8.6 43.1

 16.2 16.2 12.3 44.7

 16.9 17.3 19.3 53.5

 18.6 14.4 24.3 57.4

Source: PwC analysis.

Source: PwC analysis.
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Source: PwC analysis.

Source: PwC analysis.

Time to comply
Figure 2.7 shows that the indicator 
for the hours to comply also has an 
extremely wide range with outliers 
at 12 hours in the United Arab 
Emirates and 2,600 hours in Brazil. 
The distribution for this indicator 
is however also becoming more 
concentrated in the 101 – 350 range. 
132 out of the 185 economies in 
the current study (2011) are in this 
range compared to 105 out of the 174 
economies in 2004.

The regional comparison in Figure 2.8 
shows one region has an average which 
is close to the world average, Central 
Asia & Eastern Europe. Five of our 
regions have relatively low averages, 
the Middle East having the lowest 
with 158 hours, some 40% below the 
world average. Africa has an average 
46 hours or 17.2% above the world 
average, while South America has the 
highest average at 619 (15 weeks based 
on a 40 hour week) which is almost 
2.5 times the world average. The time 
taken in Ecuador, Bolivia and Brazil is 
the major reason for the high number 
of hours taken here and we explore 
this further in our commentary on 
page 126.
 

Figure 2.7: Distribution of the time to comply across 174 economies in 2011 and 2004 
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Figure 2.8: Regional comparison of the time to comply

Middle East

EU & EFTA

North America

Central America & Carribean

Asia Pacific

Central Asia & Eastern Europe

World Average

Africa

South America

Number of payments

Corporate income tax
Labour taxes
Consumption taxes

 44   89       25   158

 38   88   58  184 

 96   53   65  214 

 42   99   77  218 

 75   72   83  231 

 76   88   97  261 

 68   97   102  267 

 78   103   133  313 

 137   193   289  619
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Number of payments
The indicator for the number of 
payments also has a very wide 
range with outliers at 3 payments 
(Hong Kong SAR, China and Saudi 
Arabia) and 71 payments (República 
Bolivariana de Venezuela) in the latest 
study. 121 economies have between 
6 and 35 payments (compared to 
199 last year). Eight economies have 
fewer than 6 payments and 56 have 
more than 35 payments. There are 
two clusters in this distribution with 
34 economies having 6 – 10 payments 
largely as a result of having the ability 
to file and pay all of their major taxes 
on line, while 27 economies have 
between 31 and 35 payments. Most of 
these economies have some electronic 
filing and payment and an ability to 
pay some taxes jointly. As shown in 
Figure 2.9, when compared with the 
distribution in 2004 it is clear that 
number of economies in these clusters 
has increased. In 2004 there were only 
17 economies in the 6 – 10 payment 
range while there were 25 economies 
in the range 31 – 35. This illustrates 
well the advance made over the period 
of the study with regard to electronic 
filing and payment.
 

Figure 2.9: Distribution of the number of payments across 174 economies in 2011 and 2004 
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Source: PwC analysis.

Source: PwC analysis.

Source: PwC analysis.

The regional comparison in  
Figure 2.10 shows five of our eight 
regions below the world average and 
three above. In North America and the 
EU & EFTA, the common availability 
of electronic filing and payment keeps 
the average number of payments low 
even though the number of taxes is 
similar to that found in other regions 
as can be seen in Figure 2.11. At the 
other end of the scale in Africa and the 
Central America & Caribbean region 
the use of electronic filing and payment 
is more limited, and this, coupled 
with the existence of numerous labour 
taxes and social contributions, and 
‘other’ taxes, keeps their averages 9.8 
(36%) and 7.7 (28%) payments above 
the world average respectively. The 
Middle East region is below the world 
average but as Figure 2.11 shows this is 
driven by having fewer taxes, although 
the introduction of electronic filing 
and payment in Saudi Arabia and The 
United Arab Emirates has helped bring 
this average down more recently.

Global trends for Paying Taxes 
2012/2013 and over the past 
eight years 
The trends for the Paying Taxes 
indicators over an eight year period 
have shown a consistent reduction in 
the average tax burden on business 
across the three Paying Taxes 
indicators. In this section the averages 
are calculated only for those economies 
that have been included in all eight 
years of the study (174 economies) 
to ensure that we represent a true 
trend. The values shown here for 
Paying Taxes 2013 averages (calendar 
year 2011) are therefore different to 
the averages shown earlier, as there 
are now 185 economies in the most 
recent study. 

The trends over the eight year period 
are shown in Figure 2.12. They show 
a 7.7% fall in the Total Tax Rate, a fall 
in the number of hours of 54 and a fall 
in the number of payments by 6.5. The 
fall in the indicators has been driven by 
296 reforms.

Figure 2.10: Regional comparison of the number of payments

Figure 2.11: Regional comparison of the number of taxes
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Figure 2.12 The fall in the global average results between 2004 and 2011 

Total Tax Rate (%) Time to comply (Hours) Number of payments

2011 2004 Change 2011 2004 Change 2011 2004 Change
Profit taxes 16.6 19.5 (2.9) 71 84 (13) 3.4 4.2 (0.7)

Labour taxes  
& contributions

16.6 17.6 (1.0) 98 122 (24) 10.5 13.8 (3.3)

Other / 
Consumption 
taxes

12.7 16.5 (3.8) 107 125 (17) 13.5 16.0 (2.5)

Total 45.9 53.6 (7.7) 276 330 (54) 27.5 34.0 (6.5)
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Figure 2.13 shows how the average 
global Total Tax Rate has fallen by 
7.7% from 53.6% in Paying Taxes 2006 
(calendar year 2011), but that the rate 
of reduction has slowed in the most 
recent period. There are also some 
regional differences that lie behind this 
overall global trend.

Figure 2.13: The global and regional trends in the Total Tax Rate from 2004 to 2011

From 2010 to 2011, the average Total 
Tax Rate fell by only 0.3% compared 
to a fall of 3.3% the year before. The 
average rate of profit tax remained 
flat, while the rate for labour taxes and 
social contributions increased by 0.1% 
and ‘other’ taxes fell by 0.4%. When 
comparing the regions, the average 
Total Tax Rate increased between 2010 
and 2011 in Africa, Central Asia & 
Eastern Europe, the EU & EFTA region, 
and South America.
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Over the eight year period of the study 
there have been large reductions in 
the average African Total Tax Rate and 
this has had a significant impact on the 
overall global rate. This has included 
the impact of several economies 
replacing cascading sales taxes with 
VAT systems. The African Total Tax 
Rate has been the highest of any region 
throughout the period of the study. 

Reductions in the rates applied in 
Central Asia & Eastern Europe have 
also contributed significantly to the 
global trend, and have now fallen 
below the world average. The rates 
in the Asia Pacific region, Central 
America & Caribbean, and North 
America have fallen consistently and 
continue to fall, and have always been 
below the world average. The average 
rate for South America has altered 
little in the last five years of the study, 
and has always been well above the 
world average.

The rates applied in the Middle East 
have fallen during the eight years of 
the study and have always been well 
below the world average and for seven 
of the last eight years have been the 
lowest. The initial significant fall in the 
2005 Paying Taxes study was the result 
of the cascading sales tax in the Yemen 
being replaced by a VAT system.

Figure 2.13 is also another good 
illustration of how the range of global 
Total Tax Rates is narrowing. More 
details around these movements 
appear in the regional sections 
which follow. 

 

Total Tax Rate falls

7.7%

The average global 
Total Tax Rate has 
fallen by 7.7% from 
53.6% in Paying 
Taxes 2006.
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Figure 2.14: The global and regional trends in the time to comply from 2004 to 2011

Time to comply
Figure 2.14 shows how the global 
average for the time to comply has 
fallen by 54 hours from 330 in 2004. 
There has been a reduction in each year 
of the study which has continued in the 
most recent period (8 hours). There 
are again some regional differences 
to note.

In South America, while the hours have 
fallen consistently over the period of 
the study, the reduction has been small 
and this region has always had, and 
continues to have, the highest number 
of hours required for compliance by far.
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For Central Asia & Eastern Europe,  
the time to comply has fallen every 
year since Paying Taxes 2007 and this 
has continued in the most recent period 
with a fall of 48 hours. Over the eight 
year period this region has registered 
the largest fall of 200 hours, a fall 
of 43%.

In Africa the average number of hours 
fell until 2010 but has increased a little 
in the most recent period. The region 
now has the second highest average 
number of hours.

In the Asia Pacific region the number 
of hours fell until Paying Taxes 2012 
but has also increased in the most 
recent study. 

In the Central America & Caribbean 
region there has been a reasonably 
consistent fall in the hours to comply 
which has continued, while in North 
America and the EU & EFTA the time to 
comply has fallen every year. 

In the Middle East, the time to comply 
has been stable throughout the period 
of the study. This region has always 
had the lowest average time to comply. 
 

Time to comply falls

54

The global average 
for the time to 
comply has fallen  
by 54 hours 
since 2004.



Number of payments
The global average for the number of 
payments has fallen in every year of the 
study. The indicator has fallen by 6.5 
payments. All regions have contributed 
to this fall (see Figure 2.15).

The largest falls have been recorded 
for the Central Asia & Eastern Europe 
region (largely due to the introduction 
of online filing and payment) and these 
falls have been accelerating with a 36% 
fall over the last four years, so that it 
is now no longer the region with the 
highest average number.
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Figure 2.15: The global and regional trends in the number of payments from 2004 to 2011
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The Central America & Caribbean 
region has had a steady fall in the 
indicator over the study period but 
remain above the global average. In 
Africa the reduction in the number of 
payments has been small, so that the 
region now has the highest average of 
any region.

After Central Asia & Eastern Europe, 
South America has seen the next 
largest fall in the average number of 
payments taking it below the world 
average, while the trend for Asia Pacific 
has been more stable.

This is one indicator where the Middle 
East does not have the lowest average. 
The indicator has been virtually flat 
until the most recent period when it 
has fallen by 1.9, which is 86% of the 
total eight year fall. 

The number of payments for the EU 
& EFTA has always been well below 
the global average and the falls have 
continued to be significant in recent 
years as the economies who have 
most recently entered the EU have 
introduced electronic filing and 
payment systems. The economies in 
North America have always had the 
lowest average number of payments, 
and the introduction of electronic filing 
and payment in Mexico in Paying Taxes 
2008 confirmed this position.

Number of payments falls

6.5

The global average 
for the number 
of payments has 
fallen in every year 
of the study. The 
indicator has fallen 
by 6.5 payments.



The regional analyses
Africa16

Africa has the highest average 
Total Tax Rate of any region.

Africa has the highest average 
number of payments of 
any region.

While Africa has an average 
number of taxes above the 
world average, it is the lack 
of electronic filing which 
is the main reason for the 
high number of payments. 
Only three economies have 
electronic filing for all 
major taxes.

While the Total Tax Rate  
for the region has fallen 
significantly (by 12.3% largely 
as a result of the replacement 
of cascading sales taxes), falls 
in the time to comply have 
been more moderate (25 hours) 
and falls in the number of 
payments have been small 
(1.9 payments).

‘Other’ taxes are a larger 
element of the Total Tax 
Rate for Africa than is seen 
globally, but the elimination 
of cascading sales taxes is 
reducing this feature.

Africa has the second highest 
average for the time to comply.

Consumption taxes (VAT)  
take the most time in Africa –  
133 hours on average.

16  The following economies are included in our analysis of Africa: Algeria; Angola; Benin; Botswana; 
Burkina Faso; Burundi; Cameroon; Cape Verde; Central African Republic; Chad; Comoros; Congo, 
Dem. Rep.; Congo, Rep.; Côte d’Ivoire; Djibouti; Egypt; Arab Rep.; Equatorial Guinea; Eritrea; Ethiopia; 
Gabon; Gambia; The, Ghana; Guinea; Guinea-Bissau; Kenya; Lesotho; Liberia; Madagascar; Malawi; 
Mali; Mauritania; Mauritius; Morocco; Mozambique; Namibia; Niger; Nigeria; Rwanda; São Tomé and 
Principe; Senegal; Seychelles; Sierra Leone; South Africa; Sudan; Swaziland; Tanzania; Togo; Tunisia; 
Uganda; Zambia; Zimbabwe

Paying Taxes 2013. PwC commentary41



Angola
Country article, 
page 49

Uganda
Country article, 
page 55

Sierra Leone
Country article,  
page 53

Mauritius
Country article, 
page 51

42The regional analyses: Africa
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The 2013 tax profile
Figure 2.16 shows that for the number 
of payments and the time to comply 
the profile of the taxes levied on our 
case study company is not dissimilar 
to the overall global pattern. However 
it shows that on average across the 
region the proportion of Total Tax 
Rate accounted for by labour taxes and 
social contributions is smaller with 
a greater proportion represented by 
‘other’ taxes.

Figure 2.16: The profile of taxes borne in Africa

Profit taxes
Labour taxes
Other taxes

Payments Time Total Tax Rate

49%
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Source: PwC analysis.
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Source: PwC analysis.
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Figure 2.17: The Total Tax Rates in AfricaTotal Tax Rate
Figure 2.17 shows that the average 
Total Tax Rate for the region at 57.4% 
is well above the world average. It also 
shows however that the cascading sales 
taxes which are still present in three 
economies, Comoros, The Gambia 
and Democratic Republic of the Congo 
contribute heavily to this high rate 
and also to the high proportion of 
other taxes shown in Figure 2.16. In 
past years, the study has seen reforms 
in Burundi and Sierra Leone which 
abolished cascading tax systems and 
adopted a VAT system, and this had 
a major impact, bringing the average 
down and helping to improve the ease 
of Paying Taxes in these economies. If 
the three economies with cascading 
sales taxes were excluded from the 
average it would fall to 43.4%, which 
would still be above the global average.

Looking across the other economies 
in this region, corporate income tax is 
prominent in the majority of economies 
while labour taxes and social 
contributions are relatively low. There 
are some exceptions. One example is 
Mali where five separate taxes - social 
security contributions, payroll tax, 
apprenticeship tax, tax for youth 
employment and accommodation tax 
are levied on wages. 
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Time to comply
The average time to comply in the 
African region is 313 hours, which 
again is well above the world average. 
This is shown in Figure 2.18. The time 
to comply in 28 economies around 
the region is above the world average 
with six economies having hours in 
excess of 600 (over 15 weeks), Republic 
of Congo, Cameroon, Senegal, 
Mauritania, Chad and Nigeria. In these 
economies the consumption taxes 
(all of which are VAT) account for the 
largest element of the compliance 
time, and this is a common theme in 
a number of other economies in the 
region. 42 of the 51 economies in 
Africa now have a VAT system, but 
only three have implemented the tax 
with an electronic filing and payment 
capability which is commonly used. 
Administration of VAT is an important 
issue and in Kenya for example the 
case study company spends 243 hours 
on complying with this tax. Here it has 
to file monthly returns which require 
detailed analysis of the accounting 
information. Online filing for VAT, 
introduced in 2009 is helping to reduce 
the burden and the hours to comply 
are falling. 

The various levels of government that 
companies are required to comply 
with can also contribute to a high 
compliance burden. 60% of African 
economies have more than one level of 
government levying taxes. In Nigeria, 
the economy which requires the 
highest number of hours for our case 
study company to comply with its tax 
affairs also has the highest number 
of taxes in the region. In Nigeria the 
case study company has to comply 
with taxes levied by three levels of 
government, and spends a total of 
956 hours every year doing so, with 
the compliance time split between 
profit taxes (398 hours), labour taxes 
(396 hours) and VAT (162 hours). The 
absence of an online filing system also 
contributes to the huge compliance 
time burden in the economy. Similarly 
in Chad, the African economy with 
the second highest number of hours, 
the high compliance hours can also be 
attributed in part to the multiple levels 
of government along with the absence 
of online filing. 

Source: PwC analysis.
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Figure 2.18: The time to comply in Africa
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Number of payments
The average number of payments for 
the region at 37.0 is also well above 
the world average. The majority of the 
payments relate to labour taxes and 
social contributions, and ‘other’ taxes 
(see Figure 2.19).

Only three economies (Mauritius, 
Tunisia and South Africa) have 
electronic filing and payment 
commonly used for their major taxes. A 
lack of electronic filing for labour taxes 
and for VAT largely accounts for 41 of 
the economies in the region having a 
number of payments which exceed the 
world average of 27.2. Cote d’Ivoire is a 
good example of this. It has the highest 
number of payments in Africa (62) 
and 59 of these relate to labour taxes 
and VAT. 

Source: PwC analysis.
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Figure 2.19: The number of payments in Africa
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The trends
Over the eight years of the study there 
has been improvement across all three 
Paying Taxes indicators. The Total Tax 
Rate has seen a significant reduction. 
The fall in the number of hours has 
been more moderate and has stalled in 
more recent years while the fall in the 
number of payments has been small 
(see Figure 2.20). 

Time to comply
Over the last eight years, the average 
time to comply in Africa has fallen by 
25 hours. Economies such as Lesotho 
and Madagascar have reduced the 
number of hours by large margins 
having implemented major reforms.

In Lesotho the time to comply has 
reduced from 564 in 2004 to 324 
in 2011. This can be attributed to 
the increased use of accounting 
software for the preparation of tax 
filing information. In Madagascar, 
the hours needed to comply have 
fallen as various taxes have been 
abolished, including capital gains tax, 
professional tax, stamp duty and tax on 
dividends. These reforms in 2007 were 
a key driver behind the reduction in the 
time to comply from 400 hours in 2004 
to 201 in 2011. 

Total Tax Rate
The Total Tax Rate has seen the 
largest falls, these arising particularly 
in the last four years, largely as a 
result of several economies replacing 
their cascading sales taxes with VAT 
systems. Overall the average still 
remains at a high level. 

The economies which have replaced 
their cascading sales taxes are 
Burundi, Djibouti, Mozambique, Sierra 
Leone and Swaziland. Economies such 
as Sierra Leone and Burundi have 
taken centre stage with reforms that 
have impacted the Total Tax Rate. 
Over the past eight years, Sierra Leone 
has reduced its Total Tax Rate by 
240.3% while Burundi’s has reduced its 
by 226.7%. 

Figure 2.20: The indicator trends for Africa
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Sierra Leone reduced its corporate 
income tax from 35% to 30% as well 
as the highest personal income tax 
rate from 35% to 30%. In July 2009, 
Burundi replaced the turnover tax with 
a VAT and this has contributed to the 
huge improvement in the Total Tax 
Rate for the economy. 

Number of payments
The reduction in the number of 
payments over the eight years of the 
study has been small, and in the most 
recent period there has been a small 
increase in the average. Reforms in 
various economies such as Tunisia, 
Cape Verde, the Arab Republic of 
Egypt, and Algeria, have helped with 
the small reduction. Here taxes have 
been either merged or abolished, along 
with some introduction of online filing 
and payment. 

Tunisia provides a good example. 
Effective January 2009, companies 
with a turnover of TND 2 million and 
above were required to use the online 
filing system. The reform not only 
reduced compliance time, but also the 
number of payments from 22 to only 
8. In Egypt, a reform in the tax law 
in the year 2005 saw the elimination 
of the state development duty and 
introduction of electronic filing. The 
reforms led to a reduction of payments 
from 42 in 2004 to 29 in 2011.

Over the eight years of 
the study there has been 
improvement across 
all three Paying Taxes 
indicators. The Total Tax 
Rate has seen a  
significant reduction.
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The Paying Taxes indicators 
demonstrate that the tax regime in 
Angola continues to be difficult for the 
case study company. Angola ranks 154 
in the latest Paying Taxes study and 
172 in the World Bank and IFC’s Ease 
of Doing Business ranking. The number 
of hours has not fallen since the study 
began eight years ago and remains 
at 282 hours, while the number of 
payments has remained unchanged at 
31 reflecting a lack of electronic filing 
and payment across each of the major 
taxes. The Total Tax Rate has also 
consistently been just over 53% during 
the study period. 

The oil sector plays an important role 
in the Angolan economy, currently 
accounting for over 95% of export 
revenue and over 75% of National 
Budget revenue, according to the 
International Monetary Fund. With 
a view to reducing dependency on 
the oil sector, the government is 
implementing a number of measures 
aimed at diversifying the economy and 
increasing tax revenues. This includes 
various tax reforms aimed at making 
the Angolan tax framework more 
simple and fair. 

New laws were published at the end 
of March 2012 which changed the 
investment income tax code, the 
stamp tax code and the consumption 
tax code. 

Investment income tax – The 
changes introduced aim to widen the 
tax base for other income that was 
not subject to tax in prior legislation 
(e.g. interest from treasury bonds and 
bank accounts). This new regime also 
abolishes some exemptions granted 
previously and includes territory 
rules for the application of investment 
income tax. The penalties applicable 
have also been updated. 

Stamp tax – Under the new stamp 
tax code, several pieces of legislation 
have been repealed as they are no 
longer applicable. The law is now 
clearer on the rules relating to the 
assessment, settlement, exemptions 
and compliance obligations. 

Angola
New tax reforms provide a step in the right direction

Pedro Calixto 

PwC Angola
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Consumption tax – Major changes 
were made to introduce new services 
that will be subject to this tax along 
with associated new procedures 
for assessment and payment. 
Other changes relate to ensuring 
that exemptions available on the 
importation of goods are also granted 
for the same locally produced goods. 
Finally, changes have been made 
to clarify the responsibility for the 
payment of consumption tax to ensure 
that it lies with the producer or supplier 
of goods or service provider, rather 
than the final consumer.

Further change to the tax code is 
expected in the future including, 
updates to the general tax code, the tax 
procedure code, the corporate income 
tax code, the individual income tax 
code, and the big taxpayers regime. 

Some of the most relevant changes 
expected include:

Corporate income tax
• A reduction in the rate (35% 

to 30%) and an increase in the 
withholding rate to 6.5%;

• Additional disallowance of 
certain costs (e.g., interest on 
shareholders loans);

• Changes to the depreciation rules 
and rates;

• A neutral regime for mergers; and
• New transfer pricing regulations 

and group taxation rules.

Personal income tax
• Clarification of non taxable limits 

for several types of income;
• Additional categories of income to 

become taxable; and
• Various amendments to the 

tax rates.

The government is also investing in 
updating its tax administration as 
part of the tax reform process, but 
there is still much to be done and 
some of the priorities for this include 
better preparation and training of 
tax authorities staff, more guidance 
for taxpayers published by the tax 
authorities, the introduction of tax 
courts to resolve disputes between 
taxpayers and authorities, procedures 
to allow for tax refunds, and the 
introduction of electronic filing 
and payment.

53.2% 282 31

Total Tax Rate Number of hours Number of payments
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The Africa launch of the Paying 
Taxes 2012 publication took place in 
Mauritius. The Finance Secretary of the 
Ministry of Finance was the main guest 
speaker, with further contributions 
from representatives of the Mauritius 
Revenue Authority (MRA) and the 
World Bank and IFC. 

In his speech, the Finance Secretary re-
iterated the government’s commitment 
to improve the financial environment 
in Mauritius through greater public 
– private sector inter-actions and 
also invited the various stakeholders 
to share their ideas for a better 
tax system. 

In the National Budget 2012 (which 
was held a week before the Africa 
launch event), the Minister of Finance 
and Economic Development (MoFED) 
announced a series of measures to help 
boost economic growth. The abolition 
of the solidarity income tax (SIT) as 
well as capital gains Tax on the sale 
of immovable properties (introduced 
a year earlier) were two measures, 
amongst others, which were aimed 
to stimulate investment. From a tax 
perspective, the abolition of the SIT 
on dividend eliminated the economic 
double taxation of income and helped 
to restore Mauritius’ competitiveness 
as a jurisdiction. The MoFED also 
announced that the tax exemption for 
companies in the Freeport Zone would 
be extended to an indefinite period as 
an incentive to reinforce and enhance 
the freeport and logistics platform as a 
pillar for the economic growth. 

Mauritius
Committed to sharing ideas for a better tax system

Tony Leung Shing 

PwC Mauritius
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Mauritius is an international financial 
centre where the treaty network 
plays an important role in attracting 
investments and, with the emergence 
of Africa as the next investment 
destination, the MoFED announced 
plans to appoint ambassadors to assist 
with the negotiation of new tax treaties 
with African countries.

Whilst policies were being introduced 
to boost growth, other measures 
were also being taken to simplify tax 
administration in Mauritius. Amongst 
others, companies with an annual 
turnover exceeding MUR 2 million 
are now required to submit their tax 
returns and pay tax electronically. 
Electronic filing of PAYE returns 
has also been made mandatory for 
companies with 25 employees (50 in 
prior years). The benefits of electronic 
filing have, of course, been recognised 
for our case study company throughout 
the eight years of the Paying Taxes 
study. These measures extend the 
benefits to even smaller companies. As 
regards to the processing of tax refunds 
by the MRA, the law was amended to 
impose interest charges in respect of all 
refunds processed beyond six months. 

The Total Tax Rate in Mauritius is 
28.5%. Measures have been introduced 
during 2012 which should reduce 
the Total Tax Rate going forward. 
However, it may take some time for 
these measures to filter through the 
system and for benefits to be realised. 
As Andre Bonieux, Senior Partner of 
PwC Mauritius, mentioned during 
his opening speech at the 2012 Africa 
launch, the abolition of several taxes 
in Mauritius should lead to a better 
ranking in the future.

28.5% 161 7

Total Tax Rate Number of hours Number of payments
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Sierra Leone has seen some 
improvement in tax administration 
over the period of the study (a 
fall in the number of hours by 42) 
but over the last four years the 
compliance indicators have remained 
relatively stable. 

The major reform for Sierra Leone 
has been the introduction of a goods 
and services tax (GST) in 2010 to 
replace the sales tax regime, and this 
significantly reduced the Total Tax Rate 
for the case study company. 

The introduction of the GST saw the 
Total Tax Rate drop from 235.6% to 
32.1%, the rate which still applies in 
the 2013 study. This is mainly because 
under the new GST regime, the case 
study manufacturer is able to claim 
a deduction for input tax incurred on 
purchases against output tax payable 
on sales, instead of adding to the 
costs incurred as existed under the 
repealed sales tax regime. The old 
regime did not have a provision for 
making this claim and the case study 
manufacturer had to recover the sales 
tax component by increasing its selling 
price to customers, although under the 
case study company assumptions with 
the fixed profit margin it was unable to 
do this.

Sierra Leone
The introduction of GST is a start, but scope for further 
reform remains

George Kwatia 

PwC Ghana
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The new GST Act has also eased tax 
administration and compliance for 
both the National Revenue Authority 
and the taxpayer, in terms of the 
number of taxes as GST (a single tax) 
now replaces a number of taxes such 
as entertainment tax, import sales tax 
and professional services tax. While 
this did not directly affect the case 
study company, this did have an impact 
on other taxpayers.

Other changes in the tax law during 
the most recent year included a 
widening of the individual tax bands 
and the introduction of legislation to 
support a specific GST Refund Account 
to refund the overpayment of GST 
to taxpayers.

Despite these changes, there is still 
scope for further improvements to 
be made to the tax administration 
process. The number of hours the case 
study company spends in complying 
with all the applicable taxes in Sierra 
Leone at 357, exceeds the sub-Sahara 
Africa average of 319 hours and is well 
above the global average of 267. Also, 
although the number of tax payments 
per year in Sierra Leone, at 33 in the 
latest study, is below the sub-Sahara 
Africa average of 39, there is scope 
to reduce the number of mandatory 
or statutory payments. Currently a 
taxpayer has to make 12 separate 
monthly payments through the year 
at different offices in respect of GST to 
the NRA, and another set of payments 
to the National Social Security and 
Insurance Trust. Streamlining this 
could also reduce the total hours 
spent to comply with the statutory 
payments and further reduce the tax 
administration burden on taxpayers.

Going forward, the Paying Taxes study 
will continue to bring discussions on 
topical tax issues in Sierra Leone to 
the fore, not only addressing the need 
to ease the administration of taxes 
but to help inform the debate with 
government and its aim of broadening 
the tax base and increasing the 
government’s revenue.

32.1% 357 33

Total Tax Rate Number of hours Number of payments



Uganda ranks 93 out of 185 countries 
in this year’s Paying Taxes study. The 
country is second only to Rwanda in 
the East African region.*

The time to comply that our case study 
company takes to comply with its tax 
affairs in Uganda has fallen by only 
24 hours over the eight years of the 
study. The government in its budget 
speech for the 2012/2013 financial 
year committed to improving its tax 
administration. 

Overall, the reforms implemented by 
the government have been positive 
and as a consequence it is hoped that 
next year’s results will reflect this trend 
by showing some improvement in the 
number of hours and the payments 
indicator. The reforms undertaken 
include the introduction of electronic 
filing of tax returns. This was originally 
introduced towards the end of 2009 as 
a pilot project, starting with a select 
number of taxpayers. In 2010, all 
large taxpayers were added onto the 
electronic register. Thereafter, all other 
taxpayer categories were incorporated, 
onto the electronic register so that 
today all taxpayers are required to use 
electronic filing. 

Uganda
Electronic filing eases the compliance burden

Francis Kamulegeya 

PwC Uganda

55 Paying Taxes 2013. PwC commentary *  East African Community includes: Burundi Kenya, Rwanda, Tanzania, Uganda 
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While the Total Tax Rate has been 
relatively stable over the eight years 
of the study the rate increased in the 
most recent period. The government 
is adopting various policies which are 
designed to widen the tax base and 
also to improve tax collection.  
A good example is the proposal to 
revise the tax threshold and tax bands 
for individual income tax from  
UShs 130,000 (USD 52) to  
UShs 235,000 (USD 94) per month,  
as well as increasing the number of tax 
agents mandated to collect withholding 
tax on payments to persons in Uganda 
for supplies of goods and services from 
139 to 254 agents. These reforms have 
been initiated in the current year and 
so have yet to make an impact on tax 
revenues and tax administration. We 
expect to see the fruits of these reforms 
impacting the Ugandan economy 
positively over the next few years.

Uganda introduced new transfer 
pricing regulations in July 2011 which 
have an impact on related party 
transactions. Prices of related parties 
are expected to be comparable to those 
established at arm’s length between 
unrelated buyer and seller on normal 
commercial terms.

In conclusion given the revenue targets 
set for the Uganda Revenue Authority 
which are increasing on a yearly basis, 
it is unlikely that the government will 
remove any taxes or even reduce rates 
for those taxes which currently exist. 
The government is looking to collect 
68% of its funding requirements for 
Financial Year 2013 from domestic 
sources with tax revenue contributing 
97% of this.

37.1% 213 31

Total Tax Rate Number of hours Number of payments

*  East African Community includes: Burundi Kenya, Rwanda, Tanzania, Uganda 



The regional analyses
Asia Pacific17

The averages for all three 
indicators are below the 
global average.

The average time to comply 
in the region is low. Only ten 
economies take more time than 
the global average.

Only the Middle East has an 
average Total Tax Rate which is 
lower than Asia Pacific.

The trend data over the last 
eight years shows a steady but 
moderate improvement across 
all the three indicators.

On average corporate income 
tax is the largest element of the 
Total Tax Rate for the region.

17  The following economies are included in our analysis of Asia Pacific: Afghanistan; Australia; 
Bangladesh; Bhutan; Brunei Darussalam; Cambodia; China; Fiji; Hong Kong SAR; China; India; 
Indonesia; Japan; Kiribati; Korea, Rep.; Lao PDR; Malaysia; Maldives; Marshall Islands; Micronesia, 
Fed. Sts.; Mongolia; Nepal; New Zealand; Pakistan; Palau; Papua New Guinea; Philippines; Samoa; 
Singapore; Solomon Islands; Sri Lanka; Taiwan; China; Thailand; Timor-Leste; Tonga; Vanuatu; Vietnam
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Hong Kong 
SAR, China
Country article, 
page 65

Thailand
Country article, 
page 71

Singapore
Country article, 
page 69

New Zealand
Country article, 
page 67

58The regional analyses: Asia Pacific



59 Paying Taxes 2013. PwC commentary

The 2013 tax profile
Figure 2.21 clearly shows that 
corporate income tax accounts for a 
larger proportion of the Total Tax Rate 
and the time to comply than is the case 
in most other regions. 

Total Tax Rate
The average Total Tax Rate for the Asia 
Pacific region at 36.4% is well below 
the world average of 44.7%, and the 
Middle East is the only region with a 
lower average rate. Only nine of the 36 
countries in the region have a Total Tax 
Rate which is above the world average 
(see Figure 2.22). Profit taxes comprise 
the largest element of the Total Tax 
Rate in the region with 24 out of the 
36 economies (2/3) having a corporate 
income tax which is the largest 
component of their rate.

Figure 2.21: The profile of taxes in Asia Pacific
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Figure 2.22: The Total Tax Rates in Asia Pacific 
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Source: PwC analysis.

Time to comply
The average time to comply for the 
region at 231 hours is much lower  
than the world average of  
267 hours (see Figure 2.23). Only  
10 economies (28%) spend more 
time than the world average, and this 
includes two economies, Pakistan and 
Vietnam where the number of hours 
is particularly high, 560 and 872 
respectively which have a significant 
impact on the regional average. The 
significant amount of time required 
to deal with their VAT systems is 
a significant driver in these two 
economies. Our case study company 
in Pakistan for example, spends 480 
hours complying with VAT where it 
has to comply with three levels of 
government (federal, state and local) 
and make multiple payments for these 
taxes. In Vietnam 320 hours are spent 
on VAT which is a consequence of 
the high level of detailed disclosure 
required in the monthly and annual 
returns. In Vietnam the company also 
spends 335 hours on its labour taxes 
and social contributions, the highest 
in the region, this arising from the 
need to comply with five taxes levied 
on gross salaries and an obligation 
on employers to file annual personal 
income tax returns, which is unusual. 

Figure 2.23: The time to comply in Asia Pacific
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Number of payments
The Asia Pacific region has an average 
of 24.8 payments per year, which like 
the other two indicators is below the 
world average of 27.2 payments, but 
the range is wide and the economies 
are spread evenly through this range 
(see Figure 2.24). A lack of electronic 
filing and payment in the majority of 
economies in the region for labour 
taxes and social contributions along 
with multiple ‘other’ taxes in many 
keeps the average number of payments 
close to the world average. 

Source: PwC analysis.
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Figure 2.24: The number of payments in Asia Pacific 
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The Trends
The trend data over the last eight 
years shows a steady but moderate 
improvement across all the three 
indicators. The average number of 
payments has reduced by 2.3, the Total 
Tax Rate by 2.6%, while the time to 
comply has fallen by 52 hours (see 
Figure 2.25).

Time to comply
Below are some examples of the 
reforms introduced in this region.

In China, measures have been 
introduced to encourage the use of 
online filing, and changes have also 
been made to the tax laws to improve 
clarity in the tax legislation. The 
use of online filing and payment for 
various taxes increased the efficiency 
of the tax filing significantly and saved 
the taxpayers time for compliance. 
Coupled with various reforms on 
corporate income tax, China has 
reduced its compliance hours from 832 
in Paying Taxes 2004 to 338 in Paying 
Taxes 2011. 

Vietnam has implemented various 
reforms in recent years, which have 
reduced the time required to comply 
for VAT and corporate income tax. 
In 2010, two decrees on VAT and 
corporate income tax were passed 
which provided guidance on various 
grey areas of the law and this coupled 
with advancement in accounting 
software allowed compliance time to 
fall by 69 hours. 

As a general theme for the region, the 
introduction of effective electronic 
systems in almost one third of the 
economies has helped to reduce 
the number of hours required 
for compliance. 

Source: PwC analysis.

Source: PwC analysis.

Figure 2.25: The indicator trends for Asia Pacific
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Number of payments
China again provides a good example 
where measures have been introduced 
to reduce the number of payments. 
The payments have reduced from 35 
in Paying Taxes 2006 to just 7 in the 
most recent study, and this is mostly 
the result of adopting joint payment 
mechanisms for various labour taxes 
and social contributions and also the 
introduction of electronic filing for all 
taxes. India and Malaysia have also 
reduced their number of tax payments, 
both have reduced the number by 22. 
The abolition of real property gains 
tax in Malaysia in April 2007 and the 
abolition of the fringe benefit tax in 
India helped these reductions along 
with the implementation of online 
filing systems and the ability to make 
joint payments. 

Total Tax Rate
China has had the largest reduction of 
the Total Tax Rate in the region. The 
Total Tax Rate reduced from 80% in 
Paying Taxes 2006 to 63.7% in the 
most recent study. There have been 
a number of reforms which reduced 
the Total Tax Rate including changes 
made for all companies (domestic and 
foreign) to introduce a unified rate 
of 25% (falling from 33.3%) from 
January 2008.

In Mongolia various reforms including 
the reduction in the employer’s 
social security contributions and the 
introduction of progressive corporate 
income tax rates have driven a fall in 
recent years so that the Total Tax Rate 
has fallen from 39.8% in Paying Taxes 
2006 to 24.6% in Paying Taxes 2013. 
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What has happened in the Maldives?
It is worth mentioning the changes that have taken place in the 
Maldives. Since the beginning of the Paying Taxes study in 2006, the 
Maldives had secured the number one position in the ease of paying 
taxes ranking. In the most recent study this position has changed. 
The Total Tax Rate for the Maldives has increased by 21.4% from 
9.3% to 30.7%, the number of hours to comply from 0 to 252, and 
the number of payment, from 3 to 17. 

The introduction of a new business profits tax, a goods and services 
tax, and the implementation of mandatory pension contributions are 
responsible for the change. 

The new business profits tax requires two interim payments and one 
final payment every year, as well as 100 hours per annum to comply 
with the tax. 

The goods and services tax was implemented in October 2011 and 
for the 3 months in 2011 the compliance time was 61 hours and 
required three payments. These numbers are likely to increase next 
year. The pension fund contributions are due monthly but since they 
were only introduced in May of 2011 only 8 payments and 91 hours 
are presently recorded in the compliance indicators. 

The Maldives economy had been supported by a dynamic tourism 
sector for many years but external factors including the changing 
global economic landscape and the impact of the 2004 tsunami 
prompted a need for change. The reforms introduced are a good 
example of measures that some governments may need to take 
in order to adapt and diversify their economic base to secure 
sustainable tax revenues and to help encourage and support 
economic growth.
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Last year the Paying Taxes study was 
officially launched in Hong Kong 
SAR, China. Following the launch, 
Hong Kong SAR, China has kept its 
momentum in maintaining its global 
competitiveness. For years, the 
Paying Taxes study has consistently 
demonstrated that it has maintained 
a simple tax system which makes it 
is easy for business to comply. The 
tax cost for businesses is amongst the 
lowest in the world and the burden of 
tax compliance is also insubstantial 
when compared to most other 
jurisdictions surveyed. 

The Total Tax Rate for the current 
year of 23% is the same as that for 
last year, mainly due to the absence 
of any significant changes in the 
tax laws which would impact the 
circumstances of the case study 
company. A few tax measures have, 
however, been implemented or 
proposed in 2012. To promote the 
use of intellectual property rights 
and stimulate the development of 
creative industries in Hong Kong 
SAR, China, legislation introducing 
a tax deduction over a period of five 
years for capital expenditure on the 
purchase of registered trademarks, 
copyrights and registered designs was 
enacted in June 2012. The new tax 
deduction is available from the year 
of assessment 2011/12. On the other 
hand, businesses with employees 
earning more than HK$20,000 a month 
will find that their cost of hiring has 
increased slightly since 1 June 2012, as 
the cap on the employer’s mandatory 
provident fund contributions for 
employees has been increased from 
HK$1,000 to HK$1,250 per month. To 
strengthen Hong Kong SAR, China’s 
position as an international financial 
centre, the government launched 
a consultation paper on Islamic 
finance in March 2012. A number of 
amendments to the tax laws were 
proposed in this paper with the aim 
of providing a level playing field 
between Islamic and conventional 
bonds in terms of income tax and 
stamp duty implications. A bill on these 
amendments was introduced to the 
legislative body in September 2012 for 
its consideration and approval.

Hong Kong SAR, 
China
A changing tax landscape to maintain a business 
friendly environment

Peter Yu 

PwC Hong Kong SAR, China
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In recent years, much of the 
government’s focus with regard to tax 
policy has been on expanding Hong 
Kong SAR China’s tax treaty network 
and strengthening its co-operation 
with international taxation bodies. 
With the number of tax treaties 
increasing from five in 2008 to twenty 
five in 2012, more resources have been 
devoted to the tax treaty division of the 
Hong Kong SAR, China Inland Revenue 
Department in anticipation of an 
increased amount of work arising from 
implementation of the treaties. In April 
2012, an advance pricing arrangement 
programme was officially launched. 
Moreover, the Hong Kong SAR, China 
government launched a consultation 
process on exchange of tax information 
in May 2012. This process is aimed 
at soliciting views from various 
stakeholders on whether amendment 
should be made to the tax laws to put in 
place a legal framework which would 
enable it to enter into Tax Information 
Exchange Agreements. 

While the Hong Kong SAR, China 
domestic tax environment is expected 
to maintain its competitiveness, 
expanding their tax treaty network 
will further attract multinational 
enterprises to do business here. As a 
consequence, treaty application, and in 
particular issues around the interaction 
between domestic tax laws and treaty 
provisions, will become increasingly 
important for multinational 
enterprises doing business in Hong 
Kong SAR, China. Unfortunately, 
due to the unique tax system, there 
are considerable uncertainties in 
these areas but it is hoped that the 
Inland Revenue Department can help 
maintain or enhance Hong Kong SAR, 
China’s competitiveness by providing 
more guidance and greater clarity with 
regard to such issues.

23.0% 78 3

Total Tax Rate Number of hours Number of payments
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New Zealand
Public consultation to promote good tax policy

John Cuthbertson 

PwC New Zealand

The New Zealand government follows 
a principled approach to tax policy 
formulation through the ‘generic tax 
policy process’. The process involves 
issuing public discussion documents 
and seeking submissions before 
introducing tax legislation. New 
Zealand generally follows a ‘broad 
based, low rate’ approach to tax policy. 
This approach, along with a high 
standard of tax administration through 
the Inland Revenue, has lead to the 
present system being well recognised 
as comprehensive and coherent.
New Zealand’s last major round of 
tax reforms were announced in the 
government’s 2010 Budget, where
personal and corporate income tax 
rates were reduced and consumption 
tax (GST) increased. The ‘tax switch’ 
had several objectives. Sustainability 
of the tax base was improved by 
decreasing reliance on personal 
income taxes from internationally 
mobile salary and wage earners, and 
increasing reliance on consumption 
tax which is less mobile. Lowering 
personal income tax rates also reduced 
distortion by aligning the highest 
personal income tax rates and the 
trust income tax rate. Finally, the New 
Zealand government aimed to increase 
international competitiveness and 
productivity by decreasing the
corporate tax rate.

These tax reforms have contributed 
to the fall of the Total Tax Rate and 
the time indicator. The downward 
trend of the Total Tax Rate reflects 
the recent decreases in the corporate 
tax rate from 33% to 30% and to 
28% for the 2009 and 2012 income 
years respectively. The time indicator 
also fell this year, as additional 
hours allocated to the time spent by 
tax payers to process the GST rate 
change increase in the prior year, 
were excluded from the current year 
calculation of time spent.

The New Zealand tax system has 
proved resilient in light of domestic 
and global economic conditions.
However, the New Zealand tax system 
is not without issues and limitations.

67 Paying Taxes 2013. PwC commentary
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The Inland Revenue have won a 
number of recent high profile court 
cases on the general anti avoidance 
rule (GAAR). Businesses now face 
a degree of uncertainty as to when 
legitimate tax planning becomes tax
avoidance. Some tax professionals 
believe that the tax avoidance 
pendulum has swung too far in the 
Inland Revenue’s favour and that this 
may ultimately require legislative 
intervention. Legislative intervention is
not currently a priority for the New 
Zealand government given its current 
revenue requirements.

Interestingly the New Zealand media 
have focussed on the recent tax 
avoidance cases, supporting the Inland
Revenue’s view that taxpayers should 
‘pay their fair share’ of tax in order to 
support government social spending 
in areas such as health and education. 
This has influenced public opinion 
against tax planning, particularly by 
large companies and the wealthy.

Doing Business ranks New Zealand 
eighth in the OECD for ease of Paying 
Taxes but this analysis is based
on a company which is relatively large 
by New Zealand standards. Small and 
medium sized enterprises
(SME’s, defined as having 19 or fewer 
employees) make up 97% of New 
Zealand businesses, yet the New
Zealand income tax system does 
not distinguish between the largest 
multinational and the SME; a ‘one
size fits all’ approach is adopted. 
This means that SME’s are required 
to complete the same income tax 
compliance requirements as larger 
more complicated businesses. The New 
Zealand Institute of Chartered
Accountants released discussion papers 
in 2009 and 2012 suggesting a less 
complex tax regime for SME’s.

The New Zealand government’s 
stated objective to return to surplus 
by 2014/2015 has put pressure on the 
Inland Revenue to increase tax revenue 
through stricter enforcement of the 
current tax legislation, more
active pursuit of tax debt, and closing 
legislative ‘loopholes’. The Inland 
Revenue has increased audit activity
particularly in the property sector, the 
‘hidden economy’, and cross-border 
transactions, including financing.

33.5% 152 8
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As in prior years, Singapore continues 
to be a front-runner in the Paying 
Taxes 2013 study, ranking 5 out of 
185 of the economies surveyed. The 
Singapore government prides itself on 
the establishment and maintenance of 
a business friendly environment, and 
the local tax system is an integral part 
of that mindset. 

One core tax per tax base, a low 
number of hours needed to comply 
and a highly competitive Total Tax 
Rate continues to be the hallmark 
of Singapore’s stable and simple tax 
system. This is key to Singapore’s 
positioning as an attractive location for 
investment and entrepreneurship. 

Ever conscious of competitiveness 
in a fast-changing world, Singapore 
has not rested on its laurels despite 
its stellar track record. Building on a 
strong foundation, Singapore continues 
to seek areas of refinement for the 
tax system. 

Various authorities engage in 
discussion with PwC Singapore 
annually on potential areas of tax 
reform and international tax trends 
in response to the Paying Taxes 
publication. E-Circulars clarifying the 
application of tax rules are regularly 
introduced and updated. Refinements 
to tax return forms are made in 
response to public feedback and 
internal assessments. 

This evolving simple and stable tax 
system has served the city-state well for 
many years. However as the Singapore 
economy matures, policy-makers have 
progressively moved away from broad-
based initiatives to seek reform in 
targeted areas for maximum impact. 

These targeted reforms have been 
introduced in a variety of ways. For 
example, an array of tax incentives for 
growth industries such as enhanced 
or further deductions for expenditure 
relating to “desirable” activities is 
available. These incentives have an 
impact on businesses’ Total Tax Rates. 
The Productivity and Innovation Credit 
(PIC) scheme is a case in point. 

Singapore
Broad-based or targeted reform? Looking beyond Paying Taxes

David Sandison 

PwC Singapore
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Nonetheless, limitations in the Paying 
Taxes methodology may not allow the 
benefits of such targeted reforms to 
be reflected in Singapore’s results. For 
instance, a simplified tax return (Form 
C-S) was introduced by the Singapore 
tax authorities as part of an effort to 
simplify the filing procedures for small 
companies and reduce the time to 
comply. However, the revenue amount 
for the case study company exceeds the 
threshold for Form C-S users. Similarly, 
Paying Taxes fixed assumptions do not 
allow further tax deductions for many 
specific expenses to apply. 

As such, Singapore’s position in the 
survey could, in fact, drop in future 
rankings in relation to other economies 
which are making broader-based tax 
policy changes. Detailed rules and 
calculations associated with these 
Singapore’s targeted policies may also 
increase businesses’ time to comply, 
adding to their compliance burden. 
Furthermore, the real test of an 
economy’s tax compliance burden does 
not stop with tax filing. Though some 
qualitative data are gathered through 
the study, the methodology does not 
benchmark the procedures and time 
required to finalise a company’s tax 
assessment. There is hence limited 
information available to compare 
Singapore’s approach with its peers. 
This requires further study. 

Tax must and will continue to play a 
key role in the nation’s growth strategy. 
Reforms must and will continue. 
At times, reform may come at the 
cost of increasing the compliance 
burden of businesses. Such choices, 
while at times inevitable, should be 
weighed carefully. Policy makers 
should thus look beyond absolute 
results of the Paying Taxes rankings 
to comprehensively determine the 
most appropriate tax system in order 
to facilitate Singapore’s continuing 
growth story. 

27.6% 82 5
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Working with government to improve business environment

Thavorn Rujivanarom 

PwC Thailand

The long-awaited reduction in 
corporate income tax rates was finally 
legislated in 2012. Thailand’s corporate 
income tax rate has been reduced 
from 30% to 23% for 2012 and down 
to 20% for both 2013 and 2014. No 
compensatory increase in VAT or 
reduction in investment incentives was 
introduced to minimise the impact 
on the government’s revenue. The 
Total Tax Rate indicator in Paying 
Taxes can therefore be expected to 
fall in future having been relatively 
stable throughout the years covered by 
the study. 

In addition, the efficacy of filing for 
the corporate income tax returns 
and their review is also expected to 
ease with the Revenue Department’s 
move to encourage electronic filing of 
tax returns and the issue of new tax 
identification numbers compatible with 
electronic filing. 

A study on how best to reform the 
Revenue Code has been completed 
and it is now in the hands of the 
government. Included in the 
recommendations are regulations 
addressing thin capitalisation, 
controlled foreign corporations, 
treaty shopping and general anti-
avoidance rules.

Thus, while attempts are being made 
to reduce the time spent in preparing, 
filing and assessing tax returns, the 
tax laws are expected to become 
more sophisticated and complex in 
terms of plugging loopholes related to 
tax avoidance.
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During the past few years, the 
government has appointed the Office of 
the Public Sector Commission (OPDC), 
whose mission is to work with the Thai 
Public Sector, with their government 
agencies, and with the private sector 
to improve Thailand’s overall Doing 
Business ranking as well as specifically 
in Paying Taxes. The OPDC has worked 
closely with various government 
agencies to identify problem areas and 
has requested all related government 
agencies to help solve the problems. 
One example is the number of times 
that tax returns have to be filed and 
tax paid. While we acknowledge that 
the Revenue Department and the 
Social Security Office have consistently 
promoted electronic tax filing and tax 
payment to reduce the time required 
for filing tax returns, there is still more 
to do here particularly for employer 
paid social contributions with a view  
to bringing the time to comply  
(264 hours) and number of payments 
(22) down further (for the case 
study company).

The OPDC organises various seminars 
and workshops with government 
agencies, educational institutions 
and the private sector to discuss and 
brainstorm the problem areas in order 
to improve Thailand’s competitiveness. 
A number of organisations, including 
PwC, have been invited to provide 
input to these workshops. One 
consequence is that the Revenue 
Department has developed the e-tax 
invoice and e-receipt system so that 
entrepreneurs have been allowed to 
apply for approval from the Revenue 
Department to issue e-tax invoices 
since January 2012. As the concept 
of the e-tax invoice is still quite 
new in Thailand, and it cannot be 
implemented without approval, the 
majority of companies in Thailand 
still do not use this facility and further 
work is needed in this area. 

In summary, there have been many 
improvements in the Thai tax system in 
recent years as a result of a significant 
effort by the authorities. Whether this 
will make paying taxes fairer, easier 
or mutually beneficial will depend 
on the effectiveness of the Revenue 
Department’s efforts to improve 
tax collection without creating an 
additional burden to the business entity 
so that business can focus its attention 
on improving its sales and profits.

37.6% 264 22
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The regional analyses
Central America & the Caribbean18

Corporate income tax is 
particularly significant for the 
region in the Total Tax Rate but 
most time is spent complying 
with labour taxes and  
social contributions.

Since Paying Taxes 2006, 
the average hours to comply 
has declined by 19 hours, the 
smallest fall apart from the 
Middle East.

The average number of 
payments is higher than the 
world average and second only 
to Africa. A lack of e-filing 
coupled with numerous taxes 
are key reasons.

The number of payments has 
dropped by 7.6 in the eight 
year period. This is slightly 
larger than the fall in the 
world average, but still leaves 
the region with an average 
significantly above the 
world average.The fall in the average Total 

Tax Rate is the smallest for any 
of our regions.

18  The following economies are included in our analysis of Central America & the Caribbean: Antigua and 
Barbuda; Bahamas, The; Barbados; Belize; Costa Rica; Dominica; Dominican Republic; El Salvador; 
Grenada; Guatemala; Haiti; Honduras; Jamaica; Nicaragua; Panama; Puerto Rico; St. Kitts and Nevis; 
St. Lucia; St. Vincent and the Grenadines; Trinidad and Tobago
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Panama
Country article, 
page 83

Barbados
Country article, 
page 79

Jamaica
Country article, 
page 81
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The 2013 tax profile
Corporate income tax accounts for 
over half of the Total Tax Rate in 
this region, a significantly higher 
proportion than the global profile. 
However this is not reflected in either 
the number of payments or the time to 
comply indicators (see Figure 2.26). 
For the number of payments the profile 
is similar to the global position with 
other taxes accounting for the largest 
part followed by labour taxes and 
social contributions. The picture for 
time to comply is the reverse, with 
labour taxes having the largest part of 
the profile (just under half) which is a 
significantly higher proportion than is 
seen globally. 

Total Tax Rate
The average Total Tax Rate for the 
region is 43.1%. This is just slightly 
below the world average of 44.7%.  
The high corporate income tax element 
of the Total Tax Rate is a very common 
feature across the region  
(see Figure 2.27). It is the largest tax  
in all but four economies, Panama,  
El Salvador, Puerto Rico and Costa 
Rica. The Bahamas is exceptional in 
not having any corporate income tax 
at all. In this economy, other taxes like 
the business licence fee and stamp 
duties, are the most important taxes 
and account for most of the Total 
Tax Rate.

Figure 2.26: The tax profile for Central America & Caribbean
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Source: PwC analysis.

Figure 2.27: The Total Tax Rates in Central America & Caribbean 
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Source: PwC analysis.

Source: PwC analysis.

Time to comply
The average time to comply across the 
region is 218 hours which is well below 
the global average (see Figure 2.28). 
This figure has remained relatively 
stable in the most recent study. On 
average most time is spent in dealing 
with the labour taxes and social 
contributions this being the case in all 
but six of the economies in the region. 
This is particularly so in Jamaica where 
measures have been taken recently 
to reduce the compliance time on 
these taxes.

Number of payments
The average number of payments is 
34.9, which is higher than the world 
average and second only to Africa 
amongst the regions (see Figure 2.29). 
These are concentrated in the labour 
taxes and social contributions where 
there is a general lack of electronic 
filing and payment (16 of the 20 
economies in this region do not use 
e-filing to any appreciable degree). The 
monthly payments required for some 
of the major taxes such as corporate 
income tax, and VAT also increases 
the number of payments, examples of 
which can be found in Panama, and 
Antigua and Barbuda.

Figure 2.28: Time to comply in Central America & Caribbean 

Figure 2.29: Number of payments in Central America & Caribbean
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The trends
In Figure 2.30 the trend data shows 
small reductions for each of the 
indicators over the eight years. The 
average payments have reduced by 7.6, 
the time to comply by 19.1 hours and 
the Total Tax Rate by 2.3%.

Total Tax Rate
The Total Tax Rate for the region has 
declined by a modest 2.3% over the 
eight year period from a high of 45.1% 
in Paying Taxes 2006 comparing 
those economies that have been in all 
years covered by the study. While the 
average remains just below the global 
average, this is the smallest fall in 
average Total Tax Rate for any of our 
regions. Only Antigua and Barbuda 
and Puerto Rico have experienced 
considerable reductions in the Total 
Tax Rate. In Antigua and Barbuda, the 
corporate income tax rate was reduced 
twice. In 2005 it was reduced from 
35% to 30% and in 2008 it was reduced 
to 25%. In the most recent year Puerto 
Rico saw a decrease in its Total Tax 
Rate from 63.1% to 50.7%. This is the 
largest movement for any economy 
in the period and is mainly due to 
the reduction in surtax rates from 
January 2011. 

Other economies in the region have 
had Total Tax Rates that have remained 
largely stable while some have even 
increased them over the eight year 
period, for example in the Dominican 
Republic there have been increases in 
the corporate income tax and excise 
tax rates causing the Total Tax Rate to 
rise from 36.2% to 42.5%. 
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Time to comply
Since Paying Taxes 2004, the average 
hours to comply have declined by 19 
hours, the smallest fall apart from the 
Middle East. This reflects the general 
stability of the time to comply for the 
economies in this region. 

Over the eight year period Honduras, 
Costa Rica and Panama have seen the 
largest improvements (reductions of 
200, 176 and 129 hours respectively ) 
this largely resulting from increased 
electronic filing and payment. In 
the most recent year Panama has 
continued to reduce its hours (by 51) 
with the implementation of online 
filing and companies being obliged to 
file their VAT online, while in Jamaica 
the hours have fallen by 46 hours 
as action has been taken to merge 
the filing and payment of five major 
payroll contributions.

Number of payments
The number of payments has dropped 
by 7.6 in the eight year period. This is 
slightly larger than the fall in the world 
average, but still leaves the region 
with an average significantly above 
the world average. The introduction 
of online filing has largely driven 
this reduction, and it is now available 
for labour taxes in Costa Rica and 
Belize and for corporate income tax 
in Nicaragua. There have been some 
exceptions, for example in St. Kitts and 
Nevis where VAT was introduced in 
November 2010 which increased the 
number of payments by 12 in last year’s 
study (Paying Taxes 2012). Also of note 
is that in the most recent study Jamaica 
has reduced its number of payments 
by 50% by allowing employers to pay 
several payroll contributions jointly. 
This has had the effect of reducing 
payments from 72 to 36, and has also 
improved the number of hours to 
comply as referred to above.

Source: PwC analysis.

Source: PwC analysis.

250

200

150

100

50

0

Time (Hours)

2004 2005 2006 2007 2008 2009 2010 2011

50

40

30

20

10

0

Total Tax Rate
Payments
Time

Percentage/Payments

Figure 2.30: The trends in Central America & Caribbean 
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Barbados continues to feel the impact 
of the global recession, which has 
resulted in low economic growth for 
the past five years. As a consequence 
no significant adjustments have been 
made to the corporate tax rates during 
this time. Mechanisms have, however, 
been put in place to increase efficiency 
in the administration of the tax system 
and these are expected to reduce tax 
compliance cost, improve taxpayer 
satisfaction and increase tax revenues.

Barbados has varying corporate tax 
rates. Regular companies are taxed at a 
rate of 25% whilst companies approved 
as small businesses, manufacturing 
companies or approved developers in 
special development areas, are taxed 
at a rate of 15%. International business 
companies, international banks and 
international societies with restricted 
liability are taxed on a declining sliding 
scale at rates ranging from 2.5% - 1%. 
The minimum rate for these entities 
will be reduced to 0.05% for income 
year 2012 and 0.025% from income 
year 2013.

To reduce the time spent and cost of tax 
compliance, an electronic tax system 
was introduced in 2009 for income 
year 2008 by the Department of Inland 
Revenue. This enables corporate and 
individual taxpayers to file their tax 
returns online. This electronic filing 
system, although still with some 
challenges, has improved significantly 
over the years and allows taxpayers 
to file their returns anywhere at 
any time. Initially there was some 
hesitation amongst taxpayers and tax 
practitioners to file returns online, 
however, as confidence in the system 
has grown since it was introduced 
four years ago, so too has the level of 
usage. At present, individual taxpayers 
can elect to have their income tax 
refunds paid directly into their bank 
accounts and this has simplified 
the refund process for the revenue 
authorities. Unfortunately, it is not yet 
a fully electronic system, as taxpayers 
cannot pay their taxes electronically. 
The system has, however, allowed the 
Department of Inland Revenue to focus 
more of their resources on enforcement 
and investigations, as officers are now 
available to be deployed in these areas.

Gloria Eduardo 

PwC Barbados

Barbados
Strengthening the tax collection process to increase tax revenues 
and reduce the fiscal deficit
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Value Added Tax (VAT) is a major 
component of government revenues, 
now generating more revenue than 
direct taxes paid by corporations 
and individuals combined. The VAT 
registration threshold was increased 
from Bds$60,000 to Bds$80,000 in 
December 2010 and the VAT standard 
rate was increased on 1 December 2010 
from 15% to 17.5%. This was initially 
introduced as a temporary measure to 
be reviewed in 18 months but has now 
been extended “until further notice”. 
The VAT department has also recently 
automated the system for filing of its 
VAT returns and registrants can now 
file their VAT returns online. The VAT 
rate applicable to hotel accommodation 
was also increased on 1 May 2011 from 
7.5% to 8.75% (effectively 50% of the 
standard rate).

Despite the prevailing direct and 
indirect tax rates, revenue collected 
from taxes in recent years has been 
insufficient to cover the expenditure of 
the government. This is mainly due to 
the country having a high debt burden 
with the national debt as stated by the 
Minister of Finance in his July 2012 
budgetary proposals, being 113.5% of 
GDP for fiscal year 2010-2011.

In its National Strategic Plan, the 
Barbados government has established 
the fiscal objective of developing a 
transparent and sustainable public 
management system to promote 
efficiency and effectiveness in the 
current tax collection systems, as 
well as the system of expenditure 
management. This is expected to 
enhance financial stability and 
sustainability, improve compliance, 
reduce tax leakages and increase the 
level of tax revenue collected. With this 
objective in mind, the government has 
decided to establish a Central Revenue 
Authority (CRA) that is anticipated 
to commence operations in 2013 and 
become fully operational in 2014. The 
major revenue collecting agencies that 
are expected to be part of the CRA 
are: Department of Inland Revenue, 
Customs and Excise Department, 
Licensing Authority and Land 
Tax Department. 

45.4% 237 28

Total Tax Rate Number of hours Number of payments
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Jamaica
Advancing tax reform – the Jamaican journey

Eric Crawford 

PwC Jamaica

The Jamaica results in the 2012 Paying 
Taxes report were disappointing. The 
country’s low overall ranking caused 
much consternation at the launch of 
the Report in Kingston on 16 November 
2011. The credibility of the Paying 
Taxes report is exemplified by the 
extent to which it is quoted in all fora 
(including the Parliament) where 
Jamaica’s tax system is discussed, as 
well as the hosting of several visits 
from members of the team by senior 
policy makers, administrators and the 
private sector who were interested 
in learning more of the methodology 
and significance of the study. Hence, 
the improvements reported this 
year, which include reductions in 
payroll tax payments from 48 to 
12 annually and time to comply by 
11% will be noted keenly by the tax 
administrators, parliamentarians and 
the business community. Furthermore, 
electronic filing and remittance of tax 
as well as direct banking options are 
now well established and there are 
initiatives to expand these facilities 
even further. These measures appear 
to be bearing fruit, as atypically, tax 
revenues exceeded the targeted levels 
marginally for the first four months of 
this fiscal year, despite a 10% increase 
in budgeted revenues over fiscal year 
2012 outturn. 

The foregoing initiatives form part of 
ongoing tax reform programmes in 
Jamaica, which has undertaken three 
major rounds since the 1980’s. Yet there 
still is broad consensus that critical 
elements of the tax system are in need 
of further reform, both at the policy 
and the administration levels. In fact, 
this is one of the three non-negotiable 
demands of the International Monetary 
Fund (IMF) in its ongoing negotiations 
with the Jamaican government to 
conclude a new arrangement to replace 
an extended fund facility that was 
terminated prematurely in 2011.

In 1986 and 1987 respectively, 
the individual and corporate tax 
systems were simplified considerably. 
A progressive rate structure for 
individuals (with 57.5% at the margin) 
was replaced by a single rate of 331/3% 
(later reduced to 25%) on incomes 
over a fixed threshold. Simultaneously, 
a range of untaxed allowances 
were eliminated.
 
A two tiered corporate tax rate (of 
45%), was eliminated and replaced 
with a single rate of 331/3%. In 1991, 
general consumption tax (a VAT) 
was introduced as a replacement for 
a number of other taxes and levies, 
including sales & consumption taxes, 
excise/ consumption duties and most 
additional stamp duties.

81 Paying Taxes 2013. PwC commentary
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In 2004, a government appointed 
committee recommended a wide range 
of reforms designed to broaden the 
tax base, whilst shifting the burden 
from direct to indirect taxes. One key 
recommendation was the elimination 
of zero rating of supplies other than 
exports and diplomatic purchases as 
well as a reduction in the number of 
exempt items. Since 2005, successive 
governments have committed 
themselves to implementing several 
of the recommendations mentioned 
above, but despite a significant 
reduction in the number of zero-rated 
and exempt items under the VAT 
system, they have frequently relented. 
For example, 2012 was another year 
of expected significant reform based 
on the guidance published in a green 
paper presented to parliament in 2011 
(which expressed disappointment 
in the achievements over the years). 
Government announced the imposition 
of the VAT on 13 major categories of 
goods, mainly basic foods, animal 
feeds, agricultural inputs, certain 
medical supplies and printed materials; 
as well as an increase in the rate of 
tax on household electricity bills 
(above 300 kwh of consumption per 
months). Within two weeks of the 
announcement however, a number of 
these decisions were reversed. In fact, 
not only was an increased VAT rate for 
household electricity bills reversed, but 
a lower rate of tax that was imposed on 
this service in 2010 was also removed. 

Despite the disappointment reflected 
in the Green Paper in addition to the 
administrative reforms discussed 
above, there has been progress in 
other important areas, albeit over a 
protracted period. For example, the 
corporate tax rate will be reduced from 
331/3% to 25% next year. Transfer taxes 
and stamp duties on the sale of land 
has been reduced from approximately 
13% to 7% and there is no longer tax 
on the transfer of debt securities. Tax 
on dividends is now moderate at 5% for 
resident shareholders.

So what are the major areas of reform 
that are yet to be implemented? 
The big issue driving the demand 
for further reform by the IMF in the 
negotiations with the government for 
much of this year appears to be the 
need for it to reduce significantly, the 
grant of waivers and incentives (some 
of which are acknowledged to be of 
developmental value). The IMF is also 
insisting on further administrative 
reforms to reduce the extent of the 
tax leakage resulting from significant 
numbers of persons evading taxes. 
These final yards in what has turned 
out to be a gruelling marathon are 
critical. Jamaica’s economic survival 
depends on accomplishing them. 
An awesome responsibility lies with 
the administration.

45.6% 368 36

Total Tax Rate Number of hours Number of payments



Panama is currently at an extremely 
interesting moment in its economic 
growth cycle. There is currently much 
improvement in the infrastructure 
of the country taking place including 
technology, communications, and 
regional connections. The economic 
growth is the result of significant 
efforts made by government to 
position the country competitively in 
a global context and there is a drive 
for these improvements to continue to 
ensure Panama keeps pace with the 
international community.

To have an economy which has 
sustainable growth, which can help 
government meet its objectives 
requires significant resources. 
Therefore having a tax system which 
can deliver these resources is key for 
development. Evolving tax systems 
often generate increased complexity 
and Panama is no exception. For this 
reason, it is of great importance for 
time and effort to be dedicated to 
review the tax system in Panama and 
to compare the country’s systems with 
others around the world with a view to 
identifying shortcomings, and possible 
reform measures that may be required.

The Paying Taxes indicators are a 
useful index in this context to help 
assess the standing of Panama from 
the perspective of the tax obligations 
which are placed on business and 
which have to be complied with when 
doing business.

Panama
Developing a tax system to keep pace with the 
international community

Francisco Barrios

PwC Panama 
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Over the eight years of the Paying 
Taxes study reforms to the tax system 
have been implemented which have 
reduced the Paying Taxes indicators 
in Panama. The Total Tax Rate has 
reduced from 49.3% to 42.0% and 
kept below the world average (44.7%), 
while the time to comply has fallen 
from 560 hours to 431 hours but this is 
still well above the world average. 

A reduction in the corporate income 
tax rate to 25% in 2011 has contributed 
to the fall in the Total Tax Rate. For the 
time to comply while recent reforms 
have been made to VAT which enable 
companies to file their VAT online, and 
improvements have been made to the 
social security contribution systems to 
reduce the number of hours required in 
2011, the introduction of new forms for 
corporate income tax have increased 
the requirements for that tax and also 
introduced the need for additional 
payments. It is expected however that 
the number of payments will fall again 
in next year’s study as further changes 
have now been implemented to do this.

The Paying Taxes study invites us to 
reflect on these movements and to 
encourage a dialogue between business 
and government, so that together 
some consensus on the objectives 
and how they can be reached can be 
achieved. The hope is that in this way 
an improvement in the results of the 
Paying Taxes within the World Bank 
and IFC Doing Business project can be 
achieved with tangible results for all 
members of the community.

42.0% 431 60

Total Tax Rate Number of hours Number of payments



The regional analyses
Central Asia & Eastern Europe19

The average Total Tax Rate for 
the region is 41.3% which is a 
little below the world average 
of 44.7%.

The region has shown the 
biggest improvement of any 
region for each of the indicators 
apart from the Total Tax Rate 
where the Middle East shows a 
reduction of 15.8% compared 
to a fall of 12.6% in Central 
Asia & Eastern Europe.

Almost all of the economies in 
the region have a significant 
element of the Total Tax Rate 
accounted for by labour taxes 
and social contributions, but 
in addition in three economies 
‘other’ taxes are important.

The reforms made have moved 
this region close to the global 
average for each indicator.

The introduction of electronic 
filing, and reducing tax rates 
have been key to the reform 
process in this region.

The average time to comply 
across this region is 261 hours, 
only six hours below the world 
average of 267. It is evenly split 
between the major taxes.

19  The following economies are included in our analysis of Central Asia & Eastern Europe: Albania; 
Armenia; Azerbaijan; Belarus; Bosnia and Herzegovina; Croatia; Georgia; Israel; Kazakhstan; Kosovo; 
Kyrgyz Republic; Macedonia, FYR; Moldova; Montenegro; Russian Federation; Serbia; Tajikistan; 
Turkey; Ukraine; Uzbekistan
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The 2013 tax profile
The global finding that corporate 
income tax is only part of the burden 
applies equally in this region. The 
tax profile across the indicators 
is similar to the global average 
position but the element of the Total 
Tax Rate accounted for by labour 
taxes and social contributions is a 
larger percentage (see Figure 2.31).

Total Tax Rate
The average Total Tax Rate for the 
region is 41.3% which is a little below 
the world average of 44.7%. There is 
a wide range in Total Tax Rates across 
the region from 9.4% in the former 
Yugoslav Republic of Macedonia to 
98.5% in Uzbekistan (see Figure 2.32). 
Almost all of the economies in the 
region have a significant element of 
the Total Tax Rate accounted for by 
labour taxes and social contributions, 
but in addition in three economies 
the Kyrgyz Republic, Tajikistan and 
Uzbekistan ‘other’ taxes are important. 
Examples of these other taxes are the 
turnover tax in Kyrgyz Republic which 
accounts for over half of the Total Tax 
Rate in that economy, a road tax levied 
on turnover in Tajikistan accounting 
for over a third of the rate, and 
contributions to pension funds and to 
road funds (based on turnover) which 
again account for more than half of the 
rate levied in Uzbekistan.

Figure 2.31: The profile of taxes borne in Central Asia & Eastern Europe 
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Figure 2.32: The Total Tax Rates in Central Asia & Eastern Europe
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Source: PwC analysis.

Source: PwC analysis.

Time to comply
The average time to comply across 
this region is 261 hours, only 6 hours 
below the world average of 267 hours. 
Figure 2.33 shows that across the 
region the time to comply is fairly 
evenly split between the three major 
taxes. On average it takes 97 hours 
to comply with other taxes, 76 hours 
to comply with profit taxes, and 88 
hours to comply with labour taxes and 
social contributions. 
 
Number of payments 
The average number of payments at 
30.4 for this region is just above the 
world average of 27.2. There is a wide 
range from five in Georgia to 69 in 
Tajikistan. This demonstrates that 
there are a number of economies which 
have yet to implement comprehensive 
online filing and payment systems. 
Figure 2.34 shows that electronic 
filing is available for corporate income 
tax and labour taxes and social 
contributions in Georgia, Russia, 
Kazakhstan, Armenia and Turkey, 
which has helped to keep the number 
of payments below 20; for Russia and 
Turkey this is despite the case study 
company being subject to the highest 
number of taxes in the region (13 and 
14 respectively). The lack of e-filing 
for all taxes in Serbia, Tajikistan and 
Kyrgyz Republic gives rise to the high 
numbers of payments, (66, 69 and 51 
payments respectively) as payments 
are made manually for each tax.

Figure 2.33: The time to comply in Central Asia & Eastern Europe 

Figure 2.34: Number of payments in Central Asia & Eastern Europe 
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The trends
Figure 2.35 shows how the three 
indicators have changed for this region 
over the eight years of the study. 
The region has shown the biggest 
improvement of any region for each 
of the indicators apart from the Total 
Tax Rate. 

Total Tax Rate
The average Total Tax Rate for the 
region has fallen by 12.6% from Paying 
Taxes 2004 to the most recent study. 
It is now slightly below the world 
average. The breadth and pace of tax 
reform has varied across the region but 
it has gradually accelerated, and the 
fall in the Total Tax Rate over the eight 
years of the study is only second to that 
recorded for the Middle East. 

A number of economies have 
contributed to this decline with the 
largest fall being registered in Belarus 
where the rate fell from 137.5% to 
60.7% demonstrating a commitment 
to creating an environment which is 
more likely to encourage growth and 
economic activity. The reforms have 
included the abolition of the turnover 
tax and reductions in various social 
security contributions. 

Source: PwC analysis.
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Figure 2.35: The indicator trends for Central Asia & Eastern Europe 
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Time to comply 
This region has recorded the largest 
fall in the average time to comply 
for any of our regions. The hours to 
comply started to fall in Paying Taxes 
2008 and the reduction accelerated 
thereafter. The average time to comply 
has fallen by 200 hours. The economies 
showing the largest fall over the eight 
years have been the Ukraine, Belarus, 
and Azerbaijan. 

In the Ukraine the hours to comply 
fell to 491 in Paying Taxes 2011 from 
2,085 in Paying Taxes 2004. The main 
drivers for this fall were the increased 
use of electronic filing and maintaining 
electronic registers for corporate 
profits taxes, VAT, personal income 
tax and for all social contributions 
including pension fund contributions, 
along with the unification of social 
security taxes in 2011. The compliance 
time is expected to reduce further in 
the future as companies become more 
comfortable and familiar with using 
the online systems. 

Belarus has been a key driver of reform 
looking to make it easier for taxpayers 
to comply with tax obligations reducing 
its time to comply by 649 hours over 
the eight years of the study. In 2008 
electronic systems were implemented, 
while an online tax portal became fully 
operational in 2009, and by 2011, the 
majority of companies in Belarus were 
seen to be taking advantage of the 
various electronic facilities available 
for tax compliance.

In Azerbaijan the total number of hours 
has fallen from 756 in Paying Taxes 
2004 to 214 in 2011, the key drivers for 
this being in the introduction and use 
of online filing and payment, and the 
introduction of accounting software to 
assist with the calculation of payments.

Number of payments
The number of payments has also 
fallen consistently over the eight year 
period by 22.2 from 53.1 to 30.9. This 
fall is twice as large as recorded by any 
other region. This number however still 
puts the average result for this region 
just a little higher than the world 
average of 27.5. 

Ukraine and Belarus are the economies 
which again have been the driving 
force behind the reduction in this 
indicator and for the Ukraine the 
reforms giving rise to this reduction 
have largely taken place in the most 
recent period. The main reform driving 
the reduction has been the introduction 
of online filing and a subsequent 
increase in the use of online facilities 
by businesses. 

The region has shown the biggest 
improvement of any region for 
each of the indicators apart from 
the Total Tax Rate. 
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Globally, the past year has been a time 
during which questions around tax 
policy and tax administration have 
continued to make the headlines. 
With the general increase in public 
debt burdens across the globe and a 
reduced outlook for global economic 
growth the challenge of fairness from 
a tax system remains one that faces 
many economies. For Kazakhstan, 
the macroeconomic picture is perhaps 
more positive than for many other 
countries; but the echoes of the global 
trends are present here as well. 

Beyond the global pressures, 
Kazakhstan is also adapting and 
reacting to some more regional 
realities. The implications of the 
Customs Union with Russia and 
Belarus and the introduction of a 
single economic space are being better 
understood by the players in the 
market. Within this framework, there 
is a role for the fiscal environment 
in determining the relative 
competitiveness of an economy. Part 
of the challenge for Kazakhstan is in 
continuing to align administrative 
processes to ease the operation of the 
Customs Union, but ensuring that 
best practice is taken as the common 
denominator, rather than adopting or 
selecting by default the practice which 
can be expediently implemented but 
which may not bring the same level of 
efficiency. In addition to the ongoing 
implementation of the Customs 
Union, the goal of the government 
of Kazakhstan for diversification 
of the economy past the extractive 
industries and the over arching goal 
of being a competitive economy also 
continues to add to the debate about 
the fiscal system. 

Kazakhstan
Pursuing a culture of tax reform

Peter Burnie 

PwC Kazakhstan
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So where does this leave Paying Taxes 
as a driver of change? The significant 
efforts at reform that have been made 
by the authorities in the past years 
are already reflected in the relatively 
strong improvement in ranking that 
Kazakhstan has achieved. As the 
competition at the top of the table 
is fierce, there will be fewer reform 
initiatives that can make a significantly 
measurable difference. Maintaining 
the high ranking level that Kazakhstan 
currently enjoys means that a routine 
of continuous improvement is already 
being adopted: the debate about 
administration reform continues and 
the taxpayer experience is examined 
and reviewed from multiple angles. 
Participation in Paying Taxes therefore 
continues to play its role in the fiscal 
debate in the country.

The Kazakh fiscal authorities also 
increasingly engage with their regional 
and global counterparts to seek out 
initiatives or share insights from their 
experience. Discussions about topics 
such as tackling VAT non-compliance 
are ongoing. Another initiative that 
is in process is the role of electronic 
invoicing and how this will integrate 
with the tax administration system. 
For the future, there is nothing to 
indicate that we will not be continuing 
down the same path of identifying 
and pursuing reform initiatives. 
Kazakhstan is ranked higher in 
the Paying Taxes survey than its 
neighbours, meaning that it may be a 
place for others to draw inspiration. 
However, the traffic will not be all one 
way. Regional reform agendas will 
create the need for Kazakhstan to also 
refresh its approach. 

Change in Kazakhstan is constant 
and generally rapid. A culture of 
change has also been adopted for 
tax administration in the past years, 
with visible measurable results in the 
Paying Taxes survey ranking. The 
next part of the challenge is to allow 
this culture of reform to continue to 
address other aspects of the fiscal 
environment such as audit and drive 
positive results not only in terms of the 
three aspects measured by the survey, 
but also in additional elements of the 
taxpayer experience. 

28.6% 188 7
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Zeki Gunduz 

PwC Turkey

Over the eight years of the Paying 
Taxes study reforms to the tax system 
have been implemented which have 
had a positive effect on the indicators, 
bringing the Total Tax Rate for Turkey 
below the world and European 
averages and keeping the compliance 
indicators similarly below these 
averages. Since the 2004 study the 
Total Tax Rate has fallen from 53% 
to 41.2%. The main contributors to 
this fall have been a reduction in the 
corporate income tax rate from 30% 
to 20% in 2006, and a fall in the social 
security contribution from 19.5% to 
14.5% as a 5% rebate became available 
for the efficient filing of returns in 
2009. The time to comply has also 
fallen (from 254 hours to 223 hours) 
reflecting the transition to electronic 
invoice infrastructure and the 
availability of an e-invoice portal. 

As is often the case in many 
jurisdictions, economic indicators 
play an important role in shaping 
tax policy. This has been an issue in 
Turkey recently because the country’s 
current account deficit is high, 
reaching US$77.1 billion (10% of GDP) 
in 2011. The growth of the deficit is 
due to Turkey’s heavy dependence on 
importing value-added products and 
energy to run its economy which has 
raised many concerns in the last few 
years. The government has embarked 
on an ambitious programme to tackle 
the current account deficit and has 
taken measures to help reduce it in the 
short-term. With the rebalancing in 
the Turkish economy, trade conditions 
are starting to improve at the same 
time as consumption’s contribution to 
GDP is declining sharply. Therefore, 
we see a gradual improvement in the 
current account deficit starting from 
the beginning of the year. As of the end 
of the first half of 2012, the current 
account deficit fell to USD63 billion, 
dropping to 8.2% of GDP.

Turkey
Tackling the current account deficit and important developments 
in the Turkish landscape
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And yet there are still measures that 
need to be taken to ensure continued 
improvement in the long run. As part 
of this effort, a huge tax incentive 
package was launched in 2012. The 
package contains a wide variety 
of tax relief and exemptions and 
features a complex matrix system 
that determines the level of incentive 
granted depending on the location and 
type of investment. In simple terms, 
the incentives fall into four categories: 
general, regional, large-scale 
investment, and strategic investment. 
Under each category, various relief 
options and exemptions are provided, 
mainly including VAT exemptions, 
reductions or exemptions on income 
taxes, withholding taxes, customs and 
social security exemptions, allocation 
of investment areas, subsidies on 
interest on borrowing, and VAT 
refunds. Strategic investments are the 
only ones eligible for all exemptions 
and incentives because the whole 
purpose of this tax incentive package is 
to encourage entrepreneurs to produce 
key products that Turkey is heavily 
dependent on and to incentivise 
investments in rural, less developed 
and, more importantly, troubled areas 
in Turkey. These investments are 
ultimately expected to help further 
reduce the current account deficit.

Another major development associated 
with this package is reform in the 
private pension scheme to help bolster 
savings by increasing the attraction of 
the scheme. This move is also expected 
to reduce the current account deficit in 
the long run. One of the key changes is 
that the government will start to invest 
with pensioners at the rate of 25% of 
their contribution amount. Hence, for 
every TRY100 a pensioner invests, the 
government will invest TRY25 on their 
behalf. Previously, pensioners were 
allowed to deduct the contribution 
from their payroll tax base, but the use 
of this credit was limited. However, 
challenges still lie ahead as receipts 
from some of the taxes on import 
transactions that would otherwise 
have helped reduce the current 
account deficit in the fiscal budget 
have fallen. The share of transactional 
tax revenue in overall tax income is 
around 70%. The Finance Minister 
has already suggested that new tax 
increases are on the way in a draft 
law that has been sent to the Prime 
Minister. Although these proposals are 
not certain at this stage, the current 
debate is revolving around an increase 
in transactional taxes on disposals 
of real estate, removing existing VAT 
exemptions for real estate investment 
trusts, and increasing transactions 
taxes on imports. The tax authorities 
are focusing on the real estate industry 
as the industry has been booming 
for the last ten years with the 2008 
credit crunch having little effect on 
the market. 

41.2% 223 15

Total Tax Rate Number of hours Number of payments

For the future, we hope to see the 
Turkish tax system evolve further with 
increased efficiency, transparency and 
a competitive Turkish tax system which 
will help to boost Turkey’s economic 
development. 

This year there is a regional launch 
of the Paying Taxes publication in 
Istanbul. This will provide a useful 
opportunity to reflect on the results 
of the Paying Taxes for Turkey that we 
have seen so far, the current proposals 
for further reform and how it might be 
expected these will further evolve and 
impact on the results in the future.



The regional analyses
EU & EFTA20

62% of the Total Tax Rate in 
the EU & EFTA is accounted 
for by labour taxes and 
social contributions.

The Total Tax Rate has fallen in 
the region each year since the 
study began apart from in the 
most recent year. The average 
rate has increased by 0.1% 
between Paying Taxes 2010 
and Paying Taxes 2011.

The average time to comply 
across this region is 184 hours, 
83 hours below the world 
average, and the lowest of 
any region apart from the 
Middle East.

The average hours to comply 
have fallen in each of the last 
seven years of the study, falling 
by 60 hours overall. The region 
has the second lowest time 
to comply.

The average number of 
payments at 12.8 for this region 
is the lowest apart from North 
America. This low number 
is largely a function of the 
common usage of electronic 
filing and payment for the 
major taxes.

20  European Union & European Free Trade Association (EU & EFTA). The following economies are included 
in our analysis of EU & EFTA: Austria; Belgium; Bulgaria; Cyprus; Czech Republic; Denmark; Estonia; 
Finland; France; Germany; Greece; Hungary; Iceland; Ireland; Italy; Latvia; Lithuania; Luxembourg; 
Malta; Netherlands; Norway; Poland; Portugal; Romania; Slovak Republic; Slovenia; Spain; Sweden; 
Switzerland; United Kingdom
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Hungary
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The 2013 tax profile
Labour taxes and social contributions 
continue to account for the largest part 
of the Total Tax Rate in this region 
and take the largest amount of time to 
comply (see Figure 2.36). The profile 
for the number of payments is heavily 
weighted towards ‘other taxes’ which 
includes VAT, environmental taxes, and 
local taxes.

Total Tax Rate
The average Total Tax Rate for the 
region is 42.6% which is just below the 
world average (see Figure 2.37). The 
labour taxes and social contributions 
element of the Total Tax Rate is the 
largest in 23 of the 30 economies in 
this region. Denmark, the UK, Malta 
(new in the study this year), Ireland, 
Iceland, The Netherlands and Norway 
are the exceptions where corporate 
income taxes are the largest element.

Figure 2.36: The tax profile for taxes borne in the EU & EFTA 
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Source: PwC analysis.

Source: PwC analysis.

Figure 2.37: The Total Tax Rates in the EU & EFTA 
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Source: PwC analysis.

Time to comply
The average time to comply across this 
region is 184 hours, 83 hours below 
the world average, and the lowest of 
any region apart from the Middle East 
(see Figure 2.38). Two economies in 
the region, the Czech Republic and 
Bulgaria have a significantly higher 
number of hours with 413 and 454 
hours respectively. The main reasons 
for their high levels of compliance time 
relates to the labour taxes and social 
contributions, as well as VAT. 

In 23 economies it takes the longest 
time to deal with labour taxes and 
social contributions. Eleven economies 
in the region have four or more of 
these taxes which explains the high 
compliance hours. Hungary and 
Romania have six different types of 
these taxes. The time to comply is also 
driven by the complexity of these taxes

The VAT systems which are applied 
in every economy in this region, 
account for 32% of the time to comply 
on average, but as we have reported 
in previous years, although the VAT 
in this region is largely governed by 
a common legal framework there is 
considerable variation in the time 
to comply which range from eight 
hours in Switzerland to 165 hours in 
Bulgaria. The reason for this is that 
the administrative procedures used to 
implement the tax vary considerably 
including the frequency at which VAT 
returns are required, the supporting 
documentation and invoices that are 
required by some countries and not 
in others, and how extensive the VAT 
returns are that have to be completed.

Figure 2.38: The time to comply in the EU & EFTA
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Number of payments
The average number of payments  
at 12.8 for this region is the lowest 
apart from North America  
(see Figure 2.39). This low number is 
essentially a function of the fact that 
apart from two economies (Romania 
and Switzerland), all economies in the 
region have implemented electronic 
filing and payment for at least two of 
the three major taxes. Only Iceland, 
Cyprus and Romania have a number 
which is above the global average.

The trends
Figure 2.40 shows how the three 
Paying Taxes indicators have fallen 
over the eight years of the study but 
also how this fall has stalled for the 
Total Tax Rate.

Total Tax Rate
The Total Tax Rate has fallen in the 
region each year since the study 
began apart from in the most recent 
year. Between Paying Taxes 2012 and 
Paying Taxes 2013 the average rate 
increased by 0.1%. 

This increase in the most recent period 
is largely driven by Estonia. This 
economy made the most significant 
increase in its Total Tax Rate  
(by 8.7%), reflecting the full year 
impact of an additional ‘sales tax’ 
which is calculated by reference 
to turnover, and was originally 
introduced in June 2010. A number 
of economies reduced their Total Tax 
Rates, with Hungary, Greece and 
the UK making the largest cuts. In 
Hungary, the economy with the largest 
reduction over the twelve months 
since the last study, the community 
tax was abolished. In the UK the main 
rate of corporation tax was reduced 
from 28% to 26% while in Greece the 
corporate income tax rate continued to 
be reduced from 24% to 20%. 

Source: PwC analysis.
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Figure 2.39: The number of payments in the EU & EFTA 
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Over the eight years of the study 
the economies that have made the 
largest reductions in their rates have 
been Spain, Romania, Bulgaria and 
Greece. This has largely been driven 
by significant decreases in corporate 
income tax but coupled with reductions 
in social security contributions in 
Romania and Bulgaria.

Time to comply
The average hours to comply have 
fallen in each of the last seven years of 
the study, falling by 60 hours overall, 
including a fall of 13 hours in the most 
recent year.

The economies showing the largest 
fall over the eight years have been the 
Czech Republic, Finland and Bulgaria. 
This has been largely due to increased 
use of and improved electronic filing 
and payment capabilities and greater 
efficiencies in tax administration over 
the period. For example the Czech 
Republic made it mandatory for all 
taxes to be filed electronically and for 
there to be unified filing, replacing the 
need for separate filing of each tax to 
different authorities. A similar set of 
reforms were followed in Bulgaria. In 
Finland they have simplified reporting 
and payment for VAT and for labour 
taxes. In other economies, Hungary has 
simplified its taxes and tax bases while 
The Netherlands reduced the frequency 
of filing and payments for VAT.

Number of payments
The number of payments has also 
fallen steadily over the period of the 
study in this region, by 8.5 payments or 
just over 1 payment in each year. 
In the most recent year Romania 
reduced the number of payments from 
113 to 41. This dramatic reduction is 
largely due to the implementation of 
new legislation requiring employers 
to submit just one joint payroll return 
for all the social contributions and the 
employment income tax. 

Over the eight year period, it is 
electronic filing that has been the 
major driver of the overall reduction in 
the region.

Source: PwC analysis.

Source: PwC analysis.

Figure 2.40: The indicator trends for the EU & EFTA
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At 46.8% the German Total Tax Rate 
is still high compared with the world 
average of 44.7% and the average in 
the EU of 42.6%. 

The Total Tax Rate for the 2013 study 
has increased slightly compared to the 
46.7% in the previous year, due mainly 
to changes made to the social security 
contributions. The contributions for 
unemployment insurance increased 
from 2.8% to 3.0% and the health 
insurance contributions rose from 
14.9% to 15.5%. This increase was 
partly offset by minor reductions in the 
assessment ceilings for health and long 
term care insurance. 

The social security contributions add 
up to 21.8% which is almost half of the 
Total Tax Rate. This high level of social 
security contribution is the subject 
of ongoing debate and a concern that 
there needs to be a reduction with the 
aim of reducing the cost of labour, 
and increasing the income available 
for employees to spend. Recent 
discussions between government and 
the opposition parties around avoiding 
poverty in old age and how this will be 
funded suggests the potential for such 
reductions may be limited. 

Two taxes that continue to attract 
media attention are the solidarity 
surcharge and the trade tax. The 
solidarity surcharge was originally 
introduced in 1991 to cover the costs of 
the German reunification, but has been 
retained as a regular element to cover 
general government expenditure. 
From time to time there is debate 
around whether this “temporary” tax 
is still necessary, as the conditions in 
the “new” states have significantly 
improved in the last two decades, 
or if indeed it is still constitutional; 
according to a recent decision of 
Germany’s federal constitutional court 
this is the case. As regards the trade 
tax, certain trade associations and 
political parties would like to see it 
abolished or at least fundamentally 
reformed, whereas local authorities 
continue to insist on retaining the tax 
as it is an important source of revenue 
and also, as it is one instrument of tax 
policy which is available to them. 

Against the background of public 
discussion on reducing public 
debt and dealing with the steadily 
growing disparity of incomes and 
wealth, a debate has started on the 
re-introduction of wealth tax. The 
results of the general election to the 
German Bundestag in autumn 2013 are 
expected to have a significant impact 
on future developments in German tax 
policy making. 

Germany
A growing momentum to introduce e-filing

Dr. Tobias Taetzner 

PwC Germany
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Within the 2013 Paying Taxes study 
the payments indicator has fallen 
by three payments compared to the 
previous year which results from the 
introduction of mandatory e-filing 
for corporation tax and trade tax 
returns for fiscal years 2011 onwards. 
Corporation tax now only accounts for 
one payment per year, as opposed to 
four. In the previous year e-filing was 
optional for trade tax and VAT, but not 
possible for corporation tax. 

Compared to the 2012 study the 
time to comply fell from 221 to 207 
hours reflecting the cancellation of 
the testing-phase of the so called 
“ELENA”-procedure. ELENA was to 
require companies to electronically 
file salary-related data of all its 
employees to a central database on 
a monthly basis to help eliminate 
the need for employers to manually 
create income-certifications which 
have to be issued by employers at 
the request of their employees for 
the purpose of presenting them to 
government agencies. However due 
to data-protection concerns and the 
administrative burden for employers 
identified during the testing-phase 
ELENA has been withdrawn. 

A further e-filing development for 
the future will be the obligation to 
submit tax accounts electronically 
from 2013 onwards using an official 
‘taxonomy’. Although taxpayers 
will not be required to install a new 
accounting system or to remodel their 
chart of accounts, the implementation 
of the e-filing of the tax accounts is 
likely to cause a small increase in the 
administrative burden and the time 
to comply indicator in Paying Taxes. 
In preparation for e-filing for the first 
year, taxpayers will need to map their 
accounts to the official taxonomy and 
to implement a process which enables 
a transfer of the GAAP (Generally 
Accepted Accounting Principles) 
accounts to the taxonomy in the form 
of an XBRL-file (eXtensible Business 
Reporting Language) which is then 
electronically submitted to the tax 
authorities. In future years changes in 
the company’s chart of accounts or the 
official taxonomy will have to be kept 
under review to ensure appropriate 
adjustment to the mapping. 

The European launch event for 
Paying Taxes 2012 which took place 
in Germany last year was joined 
by representatives from business 
associations, politics, the tax 
administration and the press and 
presented an excellent opportunity to 
engage in a constructive dialogue with 
the government and the tax authorities 
on the future shape of the German tax 
system. One of the key issues discussed 
was the need of businesses for a 
reliable and stable policy in regard to 
taxation issues to enable them to plan 
business decisions accordingly. 

46.8% 207 9
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Hungary
Hungary at a turning point – making significant changes to 
fiscal policy

Norbert Izer 

PwC Hungary

Over the eight years of the Paying 
Taxes study Hungary has shown some 
improvement in its indicators, the most 
significant being a fall in the number of 
hours for tax compliance by 63 hours. 
But the hours to comply and the Total 
Tax Rate still lie above the European 
and world averages which suggests 
that creating a favourable fiscal 
environment is still a challenge. 

Being a member of the European Union 
in 2012 does not guarantee economic 
stability. As is the case for many 
other European economies, Hungary 
continues to suffer from the volatile 
economic position that troubles the 
Union. In such times governments 
have a highly demanding role to 
ensure measures are implemented that 
will result in a predictable business 
environment as well as a secure 
everyday life for their citizens. 

Besides looking to consolidate the 
recovery as regards the Hungarian 
budget, the government is aiming to 
create a more stable fiscal environment 
to help deal with the ongoing 
European crisis. Recent economic 
statistics give some hopeful signs. 
As a result of strict economic policy 
and the commencement of EU/IMF 
negotiations for Hungary specifically, 
they show a clear improvement for 
Hungary in the second quarter of 
2012. As a result the Excessive Deficit 
Procedure applied by the European 
Union to countries that exceed a deficit 
ceiling was lifted for Hungary. It is 
quite striking how government debt 
reduced from 82 % of GDP in 2010 to 
74% by the end of 2011. And for 2012 
the forecast is even more favourable 
with an expectation that Hungary will 
probably be able to keep the budget 
deficit target below 3%. The statistics 
indicate that a budget surplus of 4.3% 
was recorded as of April 2012 for 2011. 
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As part of the overall economic 
policy there is a significant change 
in progress as regards the fiscal 
policy of government. There is a clear 
objective to reduce taxes on income 
and increase taxes on consumption. 
The rate of corporate income tax has 
been substantially reduced. Now for 
a tax base up to HUF 500 million 
(around EUR 1.7 million) the corporate 
income tax rate is 10% and above this 
threshold the rate is 19%. Before 2012 
the threshold was HUF 50 million 
(around EUR 0.17 million). 

Another significant reform took 
place for personal income taxation. 
A progressive personal income tax 
regime was replaced by a flat personal 
income tax rate of 16% effective from 
January 2012 while tax credits and 
‘super grossing’ were abolished. A 
number of transitional measures were 
introduced along with tax incentives 
for families raising children to 
acknowledge the importance of family 
and to help stem the trend to an aging 
population over the long term. 

The obvious question is how will these 
tax cuts be financed? The government 
response is to introduce measures to 
raise taxes on those industries which 
are considered to have extraordinary 
profits. ‘Austerity taxes’ therefore 
now apply to banks (including a 
financial transactions tax), insurance 
companies, energy companies, retailers 
and telecommunications companies. 

Since the Paying Taxes case study 
company is based on a manufacturing 
company, the austerity taxes raised on 
the service providers mentioned above 
will have no impact on tax liabilities of 
the model company, so that the recent 
changes in the tax environment are not 
fully reflected in the results. 

As is clear from the above paragraphs, 
the Hungarian government aims to 
create a well structured, sustainable 
and predictable tax regime in order to 
help stabilise the economy and ensure 
that the budget deficit targets are met. 

50.3% 277 12
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The launch of the Paying Taxes study 
is one of the most anticipated events 
of the year, attracting widespread 
attention in political and economic 
circles and in the media.

The data provided by the study is 
recognised as a global reference point 
for tax reform, helping governments 
around the world to identify good 
practices and possible reforms.

Portugal
Helping to create an attractive destination for doing business

Jaime Esteves 

PwC Portugal

Over the past years fiscal sustainability 
and economic growth have and 
continue to be key concerns which 
are firmly on the Portuguese agenda. 
The focus for Portuguese business 
policy has been shifting away from a 
pure domestic perspective towards 
the ambitious goal of providing an 
environment which helps Portugal to 
become an attractive destination for 
doing business. However, the current 
economic and financial difficulties 
faced by the country may slow down 
expectations in this regard and what 
can be achieved in the short term.
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Recognising these problems, the 
Portuguese Tax Authorities’ are 
recruiting further support personnel 
to help make the process for complying 
with tax obligations simpler, faster, 
and less expensive, putting significant 
effort into providing quick and 
effective answers to taxpayers’ 
queries, and helping to establish 
the development of a relationship of 
mutual trust.

Another aspect which requires 
significant improvement is to help with 
resolving the long term tax disputes 
which exist between taxpayers and 
the tax authorities, which can often 
prove discouraging for investors. In 
order to overcome these issues a tax 
arbitration regime was introduced in 
2011, aimed at increasing the speed of 
the resolution of disputes and helping 
to reduce the time taken. 

Despite the fact that these measures 
are welcomed by the public in general, 
it is commonly believed that there is 
a need for action to implement more 
structural tax reforms which may help 
lead to an improvement in the Paying 
Taxes ranking, hopefully fostering an 
easier environment for doing business 
in Portugal.

42.6% 275 8

Total Tax Rate Number of hours Number of payments

Portugal now stands at 77 in the 
ranking for of Paying Taxes 2013. 
While the number of payments 
indicator has been stable throughout 
the eight years of the study and the 
Total Tax Rate has fallen only slightly, 
the time to comply has fallen by 
53 hours. 

In the past, a distinctive characteristic 
of the Portuguese tax system was 
that tax compliance was not an easy 
or agile process. However, with 
the introduction of E-government 
measures (electronic filing and 
payment), in 2006 with the “Simplex” 
programme, the entire process of 
filing tax returns was streamlined, 
and the interaction with taxpayers has 
substantially improved. 

Although these measures have taken 
Portugal in the right direction, 
sustained improvement is still required 
in a number of areas, as suggested by 
the results of the Paying Taxes study 
where the time to comply (275 hours) 
remains above the world average  
(267 hours). An example is, the 
frequency of change to the tax rules 
which often leads to significant effort 
to update procedures, and which 
contributes to significant uncertainty 
around the tax system. 
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Spain
Further steps taken to improve the collection of tax revenues

Santiago Barrenechea 

PwC Spain

Over the eight years of the Paying 
Taxes study, the indicators for Spain 
have shown consistent improvement. 
The time to comply has fallen from 
298 hours in Paying Taxes 2006 to 
167 hours in the most recent study, 
reflecting improvements made 
to the electronic filing processes. 
The Total Tax Rate has fallen from 
61.8% to 38.7% over the same 
period which reflects changes made 
to the corporation tax and social 
contribution regimes. 

In recent years, the feeble state of the 
Spanish economy has had a negative 
impact on tax revenue, forcing the 
government to take further steps 
to ensure reasonable tax revenues 
are collected in 2012 which will be 
reflected in future editions of the 
Paying Taxes study. Although most 
of the measures will have a limited 
duration, only affecting revenues in 
2012 and 2013, the way the underlying 
economy moves could alter the 
scenario significantly.

The most significant changes affect 
corporation tax, although these are 
not expected to generate the most 
significant increase in tax revenue. 
The first measure is to reduce the 
tax deductions allowed for financial 
expenses. Thus, as from 1 January 
2012, net financial expenses can only 
be set off against earnings up to a 
maximum of 30% of EBITDA (earnings 
before interest, tax, depreciation and 
amortisation), with a minimum of one 
million euro. The amount not deducted 
may be carried over to the following 
year, though with some limitations. 
This rule mainly affects financial 
expenses arising from corporate 
borrowing, regardless of whether 
the amounts borrowed derive from 
related parties. Non-deductibility of 
financial expenses is also regulated 
when expenses derive from amounts 
borrowed to buy shares within a 
group, unless the company can show 
adequate economic grounds to justify 
such financing.
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Companies’ present prerogative to 
set their own rate of depreciation on 
new fixed assets, a measure that was 
originally to continue through 2014, 
has now been withdrawn. A maximum 
limit has also been imposed on tax 
deductions for goodwill, whether 
arising from corporate takeovers or 
mergers – 1% in both 2012 and 2013.
With respect to corporate tax on 
advance payments, the government 
has increased the percentages for 
large- and medium-sized companies 
to up to 29% of the full amount 
payable. At the same time, the advance 
payments cannot be less than 12% of 
reported profit. 

VAT has also increased from 1 
September 2012. The general rate rose 
from 18% to 21%, while the reduced 
rate increased from 8% to 10%.

As far as individual income tax is 
concerned, the government has 
increased the marginal income tax 
rates, meaning that, depending on 
their residence, individuals earning 
more than EUR 300,000 per annum 
will be taxed at more than 50%. At the 
same time, capital gains, including 
interest and dividend income, 
previously taxed at a maximum rate 
of 21%, will now be taxed at a new 
maximum of 27%.

Furthermore, the government has 
introduced, on an exceptional basis, 
the potential to declare a “special 
tax return” for personal income tax, 
personal income-tax for non-residents 
and corporation tax. The purpose of 
this new special return is to collect tax 
on goods and earnings not previously 
declared, which will now be taxed 
at a rate of 10% of their acquisition 
value. The filing of this return and the 
relevant tax payment must be made 
prior to 30 November 2012. Fulfilment 
of this obligation will avoid the 
possibility of future administrative or 
criminal penalties. 

This year a regional launch of the 
Paying Taxes report is being held in 
Madrid which will provide a good 
opportunity for these issues to be 
discussed and to consider how these 
most recent changes may impact on the 
Paying Taxes indicators.

38.7% 167 8
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The regional analyses
Middle East21

The Middle Eastern states 
have the least demanding tax 
systems for our domestic case 
study company.

The average time to comply 
across the Middle East is 158 
hours again a Figure which is 
well below the global average 
and the lowest for any region.

The average Total Tax Rate for 
the region is 23.6%, well below 
the world average (44.7%) and 
the lowest of any region. The 
high element for labour taxes 
and social contributions is a 
common feature for almost all 
the economies in the region 
(but still below the world 
average of 16.2%).

The number of payments in 
this region is kept low in view 
of the low average number of 
taxes which is the lowest of all 
the regions, but to some extent 
this is compensated by the 
general low use of electronic 
filing and payment.

Recent reductions in the 
number of payments indicator 
reflect the introduction of 
electronic filing and payment.

21  The following economies are included in our analysis of the Middle East: Bahrain; Iran, Islamic Rep.; 
Iraq; Jordan; Kuwait; Lebanon; Oman; Qatar; Saudi Arabia; Syrian Arab Republic; United Arab Emirates; 
West Bank and Gaza; Yemen, Rep. 
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The 2013 tax profile
In the Middle East region labour taxes 
and social contributions account for 
the largest part of the Total Tax Rate, 
the number of payments, and the time 
to comply, a profile which is quite 
different to the average global profile 
(see Figure 2.41). 

Total Tax Rate
The average Total Tax Rate for the 
region is 23.6%, well below the world 
average (44.7%) and the lowest of 
any region (see Figure 2.42). The 
element for labour taxes and social 
contributions is a common feature 
for all of the economies in the region 
apart from West Bank and Gaza where 
no labour taxes are levied on the 
employer. It is also worth noting that 
a number of the oil-rich economies 
(Kuwait, Qatar, Bahrain, Saudi 
Arabia, and the United Arab Emirates) 
continue to have little or no corporate 
income tax applied to our case study 
company which explains why the 
overall average Total Tax Rate is so 
low. The absence of consumption and 
‘other’ taxes also helps to explain this 
average rate.
 
Time to comply
The average time to comply across 
the Middle East is 158 hours, a figure 
which is well below the world average 
and the lowest for any region.  
Figure 2.43 shows that for many of  
the economies, labour taxes and social 
contributions are the primary drivers 
of the time to comply, but in Yemen 
the goods and services tax takes the 
longest time to comply whilst in the 
Syrian Arab Republic it is corporate 
income tax.

Figure 2.41: The tax profile for taxes borne in the Middle East
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Figure 2.42: Total Tax Rates in the Middle East 

Figure 2.43: Time to comply in the Middle East 
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Source: PwC analysis.

Source: PwC analysis.

Number of payments
The average number of payments for 
the region is 17.6 (see Figure 2.44), 
which is well below the world average, 
but North America and the EU & EFTA 
have lower averages. The number 
of payments in this region is kept 
low by the small average number of 
taxes which is the lowest of all the 
regions, but to some extent this is 
compensated by the general low use of 
electronic filing and payment facilities 
particularly for labour taxes and 
social contributions, and VAT systems. 
It is also of note that it is the high 
income economies that have the less 
demanding tax systems, as they place 
a greater reliance on other sources of 
revenue that the less well off economies 
do not have.

The trends
Figure 2.45 shows that the Paying Taxes 
indicators have remained very stable 
throughout the eight years of this study. 

Total Tax Rate
The Total Tax Rate has fallen by only 
2.5% for the region since Paying Taxes 
2007 and has remained flat in the most 
recent year. Between Paying Taxes 
2006 and 2007 the Total Tax Rate fell 
from an average of 41.4% to 28.1%. This 
largely reflected the replacement of the 
production tax (which was a cascading 
tax) with a sales tax by Republic of 
Yemen. More recently this economy also 
reduced the rate of its corporate income 
tax from 35% to 20% in 2010.

There has been no significant 
movement in the Total Tax Rate for any 
of the Middle East economies in the 
most recent year.

Time to comply
The average time to comply for the 
region has remained virtually flat 
since 2004. The region has throughout 
the study period required the fewest 
number of hours for reasons as referred 
to above.

Number of payments
The number of payments has also 
remained stable throughout most of 
the study period. There has been some 
reduction over the last year driven 
by the implementation of online 
filing and payment systems by Saudi 
Arabia and the United Arab Emirates. 
These improvements relate to social 
security contributions. 

Figure 2.44: The number of payments in the Middle East 

Figure 2.45: The indicator trends for the Middle East
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In the past year, and since the 
publication of Paying Taxes 2012, the 
Middle East has experienced more 
turmoil than ever before. Totalitarian 
regimes have tumbled and others may 
follow. The so-called Arab Spring 
has led to a change in the regimes 
in Arab Republic of Egypt, Libya, 
Tunisia and the Republic of Yemen, 
where economic injustice and poverty 
continue. In the oil rich countries, 
there have also been some unsettled 
periods. However, such countries have 
taken swift measures to defuse difficult 
situations by providing economic 
stimulus packages and also direct 
cash payments to citizens, while still 
relying on continued income from oil 
revenues. In less fortunate economies, 
governments have turned to an 
increase in borrowing and taxes in 
order to finance necessary assistance 
for citizens. 

Despite these major disturbing events, 
Middle Eastern governments have not 
so far carried out major changes to 
their tax regimes and this is reflected 
in the results of the Paying Taxes study. 
The indicators have been very stable, 
and the Total Tax Rate and the time 
to comply indicators suggest that the 
region is the least demanding with 
regard to Paying Taxes. There are a 
number of reasons why the region has 
retained a leading position in the study. 
On one hand, the introduction of new 
taxes and the study of their potential 
impact has been a long slow process 
in the region. New taxes have not yet 
been introduced and the region is 
still characterised by low tax regimes 
with few taxes for domestic investors. 
On the other hand, as discussed in 
previous issues of Paying Taxes, what 
has helped keep some of the Gulf 
Cooperation Council (GCC) countries 
at the top of the Paying Taxes rankings 
is that while the case study company 
is a wholly domestic company, most 
GCC countries corporate tax laws look 
to tax foreign investors more heavily, 
and locally owned entities are almost 
exempt from tax (with the exception 
of Oman). Finally, the lack of sales 
taxes and other indirect taxes has also 
helped keep the compliance burden at 
a level below the world average.

Middle East
The need to increase tax revenues and the changing tax 
environment in the Middle East

Wadih AbouNasr 

PwC Lebanon
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Even though the immediate impact of 
recent events in the Middle East and 
the worldwide economic crisis has not 
directly translated into major changes 
generally in tax policies, some new 
tax laws have been implemented by a 
few Middle Eastern countries and it is 
most likely that other major changes 
will follow in the coming years. The 
most recent major changes worth 
mentioning here are new income tax 
laws in Qatar and Jordan, as well as 
new transfer pricing regulations in 
Egypt. We have also witnessed the 
introduction in Egypt of an additional 
tax bracket for corporations and 
individuals for higher profits and 
income, and Lebanon has laid down a 
draft budget Law for 2013 which will 
contain increases in corporate and 
individual tax rates, as well as an array 
of increases in indirect taxes (except 
VAT which remains at 10%). 

With increased spending requirements 
and populations demanding greater 
economic rights, the governments in 
the Middle East will face a challenge 
to raise additional tax revenues in the 
future, either by introducing new taxes 
(for example VAT), expanding the tax 
base (by taxing corporations owned by 
citizens), or increasing the tax rates (as 
some countries have already started to 
do). The GCC countries continue with 
their endeavours to introduce a VAT 
system with a target for doing so in the 
next two to four years. This includes an 
intention to harmonise the VAT laws 
that will be introduced by adopting 
a VAT framework law that will be 
adopted by all GCC countries, much 
like the GCC Customs Union law which 
existed prior to the introduction of a 
national VAT law. The question and the 
challenge will be whether the Middle 
East countries will be able to remain 
easy places to pay tax. With a slowing 
world economy and the potential for 
stagnating oil prices, governments in 
both oil and non oil rich countries will 
have a need to increase tax revenues 
in order to balance their budgets, 
and at the same time still provide 
an attractive business environment 
for investors.

One thing is for sure; change in the 
Middle East is on its way.

23.6% 158 17.6
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The regional analyses
North America22

At 42%, the average Total Tax 
Rate for the region is slightly 
below the world average. But 
this disguises some significant 
differences between the 
three economies.

The full implementation 
of electronic filing systems 
that allows for online 
payment and filing of all tax 
obligations has helped reduce 
compliance hours.

High levels of corporate income 
tax drive the rate in the United 
States, labour taxes and social 
contributions are significant in 
Mexico while generally lower 
rates apply in Canada.

Canada has been the main 
economy driving the fall in the 
Total Tax Rate.

It is of note that the three 
economies in this region have 
all implemented online filing 
systems that help to reduce 
the compliance time required 
whichs helps to keep the hours 
lower than might be expected 
when recognising that all three 
economies have tax systems 
which involve multiple levels 
of government.

22  The following economies are included in our analysis of North America: Canada; Mexico; United States
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The 2013 tax profile
While the results for the North America 
region cover a vast geographic area, 
and some large economies, it should 
be noted that they relate to only 
three countries. Corporate income 
tax accounts for the largest portion 
of the Total Tax Rate, and the hours 
to comply. The profile for the number 
of payments is however closer to the 
global average with corporate income 
tax only accounting for 16% of the total 
number of payments (see Figure 2.46). 

Total Tax Rate
At 42%, the average Total Tax Rate 
for the region is slightly below the 
world average. But this disguises some 
significant differences between the 
three economies (see Figure 2.47). 
Mexico and the United States have 
relatively high Total Tax Rates at 52.5% 
and 46.7%, while Canada’s is low at 
26.9%. While all three economies are 
federal states, Canada has embarked 
on an active policy to harmonise 
rates across the different levels 
of government.

High levels of corporate income tax 
drive the rate in the United States 
for our case study company which 
is located in New York and is subject 
to local as well as federal corporate 
income taxes. There are four labour 
taxes borne by the company in the 
United States and five other taxes 
also add a small amount to the total 
tax cost.

In Mexico while corporate income 
tax is significant with a rate at the 
higher end of the more usual range, 
there are two labour taxes and social 
contributions that are levied on gross 
salaries – social security contributions 
and employer paid payroll tax.

The case study company in Canada 
has a much a lower Total Tax Rate at 
26.9%, profit taxes account for only 
8.4 % of the rate while labour taxes 
account for 12.7% and other taxes for 
5.8%. There are four labour taxes that 
are levied on gross salaries in Canada, 
but the rates are relatively low. 

Figure 2.46: The tax profile for taxes borne in North America
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Figure 2.47: The Total Tax Rates in North America
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Source: PwC analysis.

Source: PwC analysis.

Time to comply
The average time to comply for the 
region at 214 hours is below the global 
average (see Figure 2.48). Corporate 
income tax takes the longest time 
in the region. This is driven by the 
systems in the United States and 
Mexico, while in Canada the allocation 
of time is more even. 

It is of note that the three economies 
in this region have all implemented 
online filing systems that help to 
reduce the compliance time required. 
Consequently to keep the hours 
lower than might be expected when 
recognising that all three economies 
have tax systems which involve 
multiple levels of government. 

Number of payments
The average number of payments for 
the region is 8.3, the lowest of any of 
our regions (see Figure 2.49). All three 
economies in this region have full 
electronic filing and payment which 
helps to achieve this low average. The 
relatively high number of taxes in the 
United States arises as the case study 
company is subject to four labour 
taxes and social contributions and five 
other taxes. 

Figure 2.48: The time to comply in North America 

Figure 2.49: The number of payments in North America 
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The trends
The North American economies have 
registered an improvement across 
all the three indicators over the eight 
years of the study (see Figure 2.50). 

Time to comply
The average time to comply has 
reduced by 118 hours and is now well 
below the global average. Mexico is 
the key economy that has implemented 
reforms that have led to this reduction. 
Examples of the measures taken 
include the full implementation of an 
electronic filing system that allows for 
online payment and filing of all tax 
obligations. This has helped reduce 
compliance hours from 552 in Paying 
Taxes 2004 to 337 in the most recent 
study. Also a new law introduced in 
June 2010 abolished the need to file an 
annual VAT return, as well as reducing 
the supporting information that was 
needed to be submitted to the tax 
authority. The reform helped to reduce 
the compliance time for VAT in the 
economy by 71 hours. 

Total Tax Rate
The Total Tax Rate has fallen steadily 
over the eight years of the study and 
has always been below the world 
average. The last three years has 
however seen the rate of this reduction 
slow. Canada has been the main 
economy driving the fall with its 
rate reducing from 49.1% in Paying 
Taxes 2004 to 26.9% in Paying Taxes 
2011. Various reforms initiated by the 
governments of Ontario and Canada 
in 2009 have been key, especially the 
reduction of the rate for corporate 
income tax to 12% over a three 
year period. 

Mexico had also been progressively 
reducing its corporate income tax rate 
from 33% in Paying Taxes 2008 to 28% 
in Paying Taxes 2011. It has increased 
again to 30% in the most recent period, 
but is due to fall again over the next 
two years. 

Source: PwC analysis.
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Figure 2.50: The trends in North America
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Number of payments
Both Mexico and Canada have 
implemented various reforms which 
have had a positive effect on the 
number of payments. 

In Canada, the harmonisation of 
corporate income tax rates between 
Ontario and the federal government 
and the introduction of combined 
payments and the filing of a single 
corporate income tax return with effect 
from 2009 helped reduce the payments 
indicator. In July 2010, the 8% Ontario 
retail sales tax (RST) and 5% federal 
sales tax were combined into a single 
13% harmonised sales tax (HST) 
which again reduced the number of 
payments required to comply with 
consumption taxes. 

In Mexico there has been full 
implementation of online filing and 
payment facilities which in turn has 
enabled joint filing and payments of 
a number of taxes. In October 2010 
consolidated filing and payment of 
monthly VAT, corporate income tax and 
IETU (Impuesto Empresarial a Tasa 
Unica) returns became possible using 
the Mexican tax authorities’ website. 
The new system led to a reduced 
number of payments, and a lighter 
burden for taxpayers.



Lincoln K. Schreiner 

PwC Canada

Canada
Proud to be in the top ten but improving tax policy is a never 
ending process

Canada has three levels of government 
that can levy taxes: federal, regional 
(province or territory) and community 
(city or municipality). For most tax 
filings, tax is self-assessed (the honour 
system). Once made, tax filings are 
subject to review (audit), as the 
relevant tax administrators see fit.

The federal and regional 
administrations have been working 
together to achieve an internationally 
competitive 25% combined federal 
and regional corporate income tax rate 
by the 2012 calendar year, in addition 
to reducing the tax compliance costs 
of Canadian corporations. This work 
continues, and over the past few 
years significant progress has been 
made, notably:

• The province of Ontario adopted 
the federal corporate income tax 
regime, so that now each legal 
corporation must file only a single 
(combined federal and provincial) 
corporate income tax return. 

• Many regions have adopted the 
federal value added (goods and 
services) tax regime, so that now 
each legal corporation must file 
only a single (combined) value 
added tax return (although the 
province of British Columbia has 
recently declared its intention to 
withdraw from the federal regime).

• The federal government announced 
that it will work with the regions 
to permit a corporate group to file 
a single combined (consolidated) 
Canadian corporate income tax 
return on behalf of all Canadian 
corporate members.
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The fall in profit taxes is caused by the 
ongoing annual reduction in corporate 
income tax rates which are designed 
to enhance Canada’s competitiveness. 
In the year 2013, the mainstream 
combined corporate income tax rate is 
scheduled to fall again. 

Tax administrators in Canada embrace 
technology, and hence corporations 
can make their tax filings online and 
pay their taxes by direct bank transfer.

The Paying Taxes study validates 
the efforts of federal and regional 
tax policy representatives and 
administrators across Canada. 
Canada is proud to be in the top 
percentile of the economy comparison 
in the study. Nevertheless, tax policy 
representatives and administrators 
across the country understand that 
improving tax policy and compliance 
results is a never-ending task. 

26.9% 131 8
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Tax policy includes a special reduced 
corporate income tax rate for active 
business profit earned within Canada 
by a private company that is owned by 
Canadian tax resident individuals. In 
simple terms, the first $500,000 of this 
profit is taxed at a combined federal 
and regional tax rate that is 11% 
lower than the mainstream combined 
corporate income tax rate. Slightly 
more than half of the profit earned by 
the Paying Taxes case study company 
is subject to this lower private company 
combined tax rate – a key reason for 
the low Total Tax Rate result. The table 
summarises the Total Tax Rate over the 
past two years:

Current year Prior year

Profit taxes 8.4% 9.4%

Payroll taxes 12.7% 12.6%

Property tax 5.1% 6.1%

Other taxes 0.7% 0.7%

Total tax rate 26.9% 28.8%



The regional analyses
South America23

The average Total Tax Rate for 
the South America region is 
53.5% which is higher than the 
world average of 44.7% and is 
the highest of any region apart 
from Africa. Five economies in 
the region have Total Tax Rates 
which exceed 60%.

The average Total Tax Rate 
for the region has fallen by 
only 3.7% over the eight 
years of the study and in the 
most recent year the rate has 
increased slightly.

The average time to comply 
across the South American 
Region is 619 hours, which is 
significantly higher than the 
world average and the highest 
of any region.

The hours to comply have 
remained high for the region. 
While the average has fallen 
by 40 hours, it has always been 
the highest and is still 352 
hours above the world average.

The number of payments is 
the one indicator that has 
fallen significantly for this 
region. It has reduced by 11.4 
which is only second to the fall 
recorded for Central Asia & 
Eastern Europe.

The average number of 
payments at 24.6 is the only 
indicator for this region which 
is below the world average, 
but half of the economies have 
a number above the world 
average and half a number 
below it.

23  The following economies are included in our analysis of South America: Argentina; Bolivia; Brazil; Chile; 
Colombia; Ecuador; Guyana; Paraguay; Peru; Suriname; Uruguay; Venezuela, R.B. 
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page 135
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The 2013 global tax profile
The tax profile (see Figure 2.51) for 
South America is not dissimilar to the 
global average profile. The percentages 
accounted for by corporate income tax 
are slightly less for the Total Tax Rate, 
and for the time to comply. Overall it is 
the ‘other’ taxes that actually account 
for the majority of the tax burden 
placed on business in this region. 
 
Total Tax Rate
The average Total Tax Rate for the 
South America region is 53.5% which 
is higher than the world average of 
44.7% and is the highest of any region 
apart from Africa (see Figure 2.52). 
Five economies in the region have Total 
Tax Rates which exceed 60%. These 
rates are high for a variety of reasons 
including, a turnover tax in Argentina 
coupled with high labour taxes, high 
levels of labour taxes and social 
contributions in Brazil and Colombia, 
a transaction tax based on turnover in 
Bolivia, while in República Bolivariana 
de Venezuela there are high levels of 
municipal business tax and employers 
social contributions. 

Figure 2.51: The tax profile for South America
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Source: PwC analysis.

Source: PwC analysis.

Figure 2.52: The Total Tax Rates in South America 
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Source: PwC analysis.

Source: PwC analysis.

Time to comply
The average time to comply across the 
South American region is 619 hours, 
which is significantly higher than the 
world average and the highest of any 
region. This is largely driven by four 
economies where it takes our case 
study company more than 600 hours 
to comply with its tax compliance (see 
Figure 2.53). It takes 2,600 hours in 
Brazil, 1,025 hours in Bolivia, 792 
hours in República Bolivariana de 
Venezuela, and 654 hours in Ecuador. 
In Ecuador, República Bolivariana de 
Venezuela and Bolivia these hours are 
required mainly for compliance with 
social contributions and consumption 
taxes such as VAT. In Brazil the time 
to comply is high for all three major 
categories of tax, for corporate 
income tax (IRPJ), social security 
contributions and VAT (ICMS).

Number of payments
The average number of payments 
at 24.6 is the one indicator which is 
below the world average. This average 
however disguises a significant 
difference between six economies 
that all have electronic filing and 
payment fully implemented for all of 
their major taxes and which therefore 
have fewer than 10 payments, and 
six economies that have 29 or more 
payments. While Bolivia and Uruguay, 
for example, have electronic filing and 
payment for their corporate income tax 
regimes, they do not have it for their 
other taxes and there is no electronic 
filing and payment in the four other 
economies which can clearly be seen in 
Figure 2.54. 

Figure 2.53: The time to comply in South America 

Figure 2.54: The number of payments in South America 
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The trends
Figure 2.55 shows that the time to 
comply and the Total Tax Rate have 
been slow to fall, while the number of 
payments have reduced significantly.

Total Tax Rate
The average Total Tax Rate for the 
region has fallen by only 3.7% over 
the eight years of the study and in 
the most recent year the rate has 
increased slightly. 

The small fall in the Total Tax Rate 
for the region over the eight year 
period 2004 to 2011 is the result of 
some economies such as Uruguay and 
Paraguay reducing their Total Tax Rate 
while others have either changed their 
rates little, or in some cases such as in 
República Bolivariana de Venezuela the 
rates have been increased. 

For Uruguay the Total Tax Rate has 
fallen from 71.4% in Paying Taxes 
2006 to 42.0% in the most recent study 
by eliminating 15 taxes (though, the 
impact of these taxes varied) and by 
reducing the corporate income tax 
statutory rate from 30% to 25%. 
In Paraguay the Total Tax Rate has 
reduced from 54.3% to 35.0%, this 
having been driven by the rate of 
corporate income tax progressively 
falling to 10% in 2006 from 20% in 
2005 and 30% in 2004.

In República Bolivariana de 
Venezuela the introduction of three 
new taxes: Science, Technology 
and Innovation tax, Antidrug tax, 
workplace preventions, conditions and 
environment tax, increased its Total 
Tax Rate from 51.1% Paying Taxes 
2006 to 62.7% in Paying Taxes 2013. 

Source: PwC analysis.
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Time to comply 
The hours to comply have remained 
high for the region. While the average 
has fallen by 40 hours, it has always 
been the highest of any of our regions 
and in this year’s study is still 352 
hours above the world average. 
Reforms undertaken in Colombia 
reducing the hours to comply from 456 
in Paying Taxes 2004 to 203 Paying 
Taxes 2011 and in Peru where the 
hours have reduced by 131, largely 
account for the reduction in the region. 
In Colombia an integrated form for 
online social contributions has been 
introduced and there is also now a 
facility to file and pay corporate income 
tax and VAT through the Electronic 
Information Services. Peru has also 
improved its electronic payment 
facilities for the three major taxes and 
the use of a tax authority website and 
has introduced VAT software which is 
widely used by business. 

Number of payments
The number of payments indicator 
is the one indicator that has fallen 
significantly for this region. It has 
reduced by 11.4 payments which is 
only second to the fall recorded for 
Central Asia & Eastern Europe. The 
main economies contributing to this 
fall over the eight year period were 
Colombia (by 60), Argentina (by 53), 
and Uruguay (by 24). These falls arise 
mainly in view of simplifications made 
to the tax system and the introduction 
of electronic filing and payment.
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Carlos Iacia 

PwC Brazil

Brazil
A new system promises to reduce the compliance burden  
for business

Brazil is considered to be one of a 
small number of economies around the 
world which has enormous potential to 
grow and attract investment. But like 
many other economies it is facing some 
economic obstacles which have been 
caused by the global economic crisis. 
In addition it is clear that the country 
still has a long way to go in terms of 
reforming the legal, regulatory and 
tax systems to provide an environment 
that can help unlock the economic 
potential that exists.

From a tax perspective, there is much 
still to be done - and this is illustrated 
very well by the results presented by 
the indicators in the Paying Taxes 
study. The tax compliance burden 
for Brazil is high and continues to far 
exceed the time required in any other 
economy by some margin. It takes the 
case study company some 2,600 hours 
or 65 weeks (based on a 40 hour week) 
to comply with its tax affairs and this 
has been a constant Figure throughout 
the eight years of the Paying Taxes 
study. The tax system comprises many 
confusing laws and rules which have 
been implemented by the federal, state 
and municipal tax authorities. The 
Brazilian state VAT (ICMS) system is 
particularly complex. It is a state tax 
that requires frequent information 
exchange and division of the tax 
revenues among the 26 states, the 
Federal District and its municipalities.
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This scenario results in taxpayers 
spending a large amount of time just 
trying to keep up-to-date with the 
system in order to be able to perform 
the necessary calculations, collect the 
taxes, fill-out ancillary obligations, and 
to send these to the tax authorities.

The Paying Taxes results have been 
a regular feature which has been 
commented on by the Brazilian media 
and there is recognition from the 
Brazilian tax authorities of the need for 
the system to change. 

The first steps have already been taken 
by the government. This has included 
the introduction of the SPED (Sistema 
Público de Escrituração Digital - Public 
System of Digital Bookkeeping). 

SPED promises to bring many 
improvements. The belief is that it will 
upgrade and modernise the complex 
Brazilian tax system and, in addition, 
it aims to establish a new kind of 
relationship between taxpayers and 
the government tax administration. 
This relationship will be based on 
transparency, in order to allow 
cost reduction, rationalisation and 
simplification of ancillary obligations.

The tax authorities are strongly 
committed to making the new system 
mandatory for all companies, but only 
the large companies at present have 
implemented it.

With the implementation of SPED, 
the hope is that in the near future, 
the time spent by taxpayers to comply 
with their tax obligations will fall. 
SPED should enable much of the tax 
system and related procedures to be 
controlled automatically. This should 
eliminate much of the paperwork and 
reduce the time required to comply 
with legislation changes, as well as 
the checking and auditing of tax 
information. At present, however, 
the old systems continue to be used 
in parallel so that taxpayers have to 
invest significant amounts of time in 
implementing the system for SPED, but 
they also still need to comply with the 
old ancillary obligations. 

Although many tax obligations and 
procedures are now electronic for 
taxpayers, others are still in transition. 
Accordingly, we are still waiting 
for, and looking forward to, the 
positive results that can be expected 
from SPED.

69.3% 2,600 9

Total Tax Rate Number of hours Number of payments
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Chile
Tax rate increase to finance public expenditures while compliance 
costs are still a challenge

Francisco Selame 

PwC Chile

The Paying Taxes indicators for Chile 
have changed little over the eight 
year period of the study reflecting the 
stability of the Chilean tax system, 
with no significant changes in the 
tax cost or the compliance burden. In 
the two most recent reports (Paying 
Taxes 2011 and 2012), the Total Tax 
Rate has remained at 25%, the time to 
comply 316 hours and the number of 
tax payments has been 9. However in 
this year’s study, each of the indicators 
has changed. 

The Total Tax Rate indicator increased 
from 25% to 28.1%, reflecting an 
increase in the First Category Tax 
rate for income during 2011, from 
17% to 20%. This was introduced by 
Law No. 20,455. Under this law it had 
been intended that the first category 
tax rate would fall again to 18.5% in 
2012 and then back to a rate of 17% in 
2013. However on September 4, 2012 
the Chilean Congress approved a tax 
reform (Law N° 20,630, published in 
the Official Gazette on September 27, 
2012) that will keep the first category 
tax rate at 20% as a permanent rate 
from 2012 onwards. This reform is 
specifically aimed at increasing public 
revenues to provide additional finance 
for public education. Other matters 
that have been included in the recent 
tax reforms include the reduction of 
stamp tax rates from 1 January 2013; 
reductions in the tax rates applicable 
to lower brackets for the Global 
Complementary Tax (levies on resident 
individuals) and second category 
tax (levies on resident employees); 
new transfer pricing provisions to 
align the Chilean tax system with 
OECD standards; and a tax credit also 
introduced for education. 
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For the future, it is expected that 
the Total Tax Rate indicator will not 
change with the first category tax 
rate staying at present levels, and the 
stamp tax rate reduction not expected 
to have a material impact on the result 
based on the fact pattern of the case 
study company.

The time to comply for the case study 
company has fallen from 316 to 291 
hours. This reduction recognises that 
Form 29 can be used for filing and 
paying VAT jointly with labour taxes 
through the electronic filing system. 
The compliance burden in Chile 
however remains relatively high (above 
the global average of 267) and the 
launch of Paying Taxes 2013 for South 
America in Chile will provide a good 
opportunity for this to be discussed.

Finally, the tax payments indicator 
has remained relatively stable, 
amounting to 6 tax payments per year. 
This recognises that social security 
contributions can be paid jointly using 
a private server called “Previred”, 
which is available for taxpayers with 
a similar fact pattern to the case 
study company.

The South American launch event in 
November 2012 will be an interesting 
opportunity to discuss these changes, 
the impact of the recent tax reform 
and the challenges that Chile has to 
confront with a view to improving its 
indicators in future.

28.1% 291 6
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Many significant events have occurred 
since the Paying Taxes report was 
launched in Colombia last year, 
the most important of which is the 
introduction to Congress of a far-
reaching tax bill. 

The bill, if enacted, will improve 
significantly the tax treatment for 
foreign investors in the securities 
markets, as well as adopting a new 
income tax tariff range for employees 
and other individuals. The proposed 
regulation is intended to reduce 
payroll costs significantly, with a view 
to boosting formal employment. The 
corporate income tax rate would also 
be reduced for some corporate tax 
payers (mainly small and medium 
enterprises). It is also intended that 
various other issues will be addressed 
including transfer pricing regulations 
and the VAT regime. 

The tax authorities continue to be 
very active in negotiating new treaties 
to ensure the avoidance of double 
taxation, which will benefit taxpayers. 
A number of new treaties have been 
agreed, including treaties with Canada 
and Switzerland. 

It is intended that the International 
Financial Reporting Standards (IFRS) 
will become mandatory in stages 
between 2013 and 2015. This will 
contribute to ensuring that better 
quality financial information is 
produced by enterprises in all sectors 
of the economy. 

Colombia
The Colombian tax system continues to evolve as the economy 
gains momentum

Mauricio Carvajal Córdoba 

PwC Colombia
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While the compliance burden has 
reduced steadily over the years of 
the Paying Taxes study with the 
introduction of online filing and 
payment, most recently the burden 
has increased a little (by ten hours) 
as a result of the introduction of new 
forms which have to be submitted 
jointly with the income tax return from 
2012 onwards. This new requirement 
has increased the tax burden for most 
taxpayers in 2012 and will continue in 
the future. 

Although paperwork has generally 
been reduced in Colombia, some 
procedural matters still require 
substantial interaction between 
businesses and the tax agencies, 
including in particular when 
reimbursement of VAT credits is 
required. In the future it is hoped that 
tax reforms will provide some solutions 
in this regard. 

The financial transaction tax (or debit 
tax), although still in place, will be 
phased out progressively from 2013 
to 2018, when the rate will reduce to 
0%. The tax continues to attract strong 
criticism as it discourages the use of 
the financial system in the economy. 
Its elimination will help reduce 
the Total Tax Rate, which is high, 
while also improving the number of 
payments indicator.

So while the Colombian tax system 
has evolved and developed in recent 
years there is still room for further 
reform with a focus on improving the 
interaction between the tax authority 
and taxpayers, and simplifying the tax 
structure by eliminating certain taxes. 

74.4% 203 9
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Ecuador has introduced a number 
of changes to its tax legislation and 
regulations during the period covered 
by the Paying Taxes study. Major 
changes were first enacted in 2008, 
and a number of further reforms 
have been implemented since then. 
However, these changes have only 
slightly reduced the Total Tax Rate, and 
there has been no improvement yet in 
the time to comply. 

Changes made to the tax rates have 
both increased and reduced the Total 
Tax Rate for Ecuador. Additional taxes  
introduced in 2008 increased the rate 
while reforms such as the gradual 
annual reduction in the income tax rate 
(from 25% applicable in 2010, to 22% 
which will be effective from 2013) have 
and will continue to reduce the rate. 

The government has also implemented 
a Production Code Law which 
introduced other incentives, such 
as income tax exemptions for new 
investments in specific economic areas. 
However, despite the expectation that 
such an initiative would have a positive 
impact on investment in Ecuador this 
has not yet materialised.

Despite the availability of electronic 
filing and payment which gives a low 
payment indicator result the time to 
comply remains high in view of the 
requirement to provide significant 
supporting information.

Ecuador
New challenges lie ahead as government seeks  
additional revenues

Pablo Aguirre

PwC Ecuador
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At present there are several key tax 
issues that are being discussed in 
the country. 

• As is the case in many economies, 
the government is looking to raise 
additional revenue by means of 
indirect taxation, recognising 
the potential for reduced 
administration and improving the 
ease of collection by using this type 
of tax. 

• There is also a debate around 
income tax pre-payments which 
are based on a percentage of assets, 
equity, income and expenses 
from the previous year for the 
calculation. A major concern is 
that the tax pre-payments will 
effectively become a minimum tax 
paid for tax payers (if their income 
tax obligation is actually lower 
than payments made in advance or 
where losses actually materialise 
for the year). Some industry 
sectors have expressed concerns 
regarding the impact of these 
income tax prepayments on their 
economic activities.

• The introduction of the 
International Financial Reporting 
Standards (IFRS) as the accounting 
principles to be used in Ecuador, 
has generated uncertainty and 
concern regarding the impact 
that the application of these new 
standards will have for determining 
taxable income.

• On the tax transparency agenda in 
2011 the Ecuadorian tax authority 
ruled that companies will have to 
report the names of their ultimate 
beneficiaries and owners, except for 
companies which are listed on the 
local stock exchange. This step is an 
innovative one for Latin-America, 
allowing tax authorities to receive 
data identifying who the effective 
owners are of companies operating 
in the country. 

Globally, taxes are clearly an 
instrument of government economic 
policy, an important tool to help deal 
with the current economic issues. The 
position is no different in Ecuador. 
government is looking to assert its right 
to levy taxes on revenues attributable 
to their jurisdiction and as part of 
this agenda they are looking at ways 
to secure more information, and 
control, in order to help them do this. 
Taxpayers need to be aware of the 
potential for change and to be prepared 
to address these new challenges.

34.6% 654 8

Total Tax Rate Number of hours Number of payments
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Paying Taxes records the taxes and 
mandatory contributions that a 
medium-size company must pay in a 
given year as well as measuring the 
administrative burden of Paying Taxes 
and contributions. The project was 
developed and implemented as part of 
the Doing Business project by the World 
Bank and IFC in cooperation with PwC. 
Taxes and contributions measured 
include the profit or corporate income 
tax, social contributions and labour 
taxes paid by the employer, property 
taxes, property transfer taxes, dividend 
tax, capital gains tax, financial 
transactions tax, waste collection 
taxes, vehicle and road taxes, and any 
other small taxes or fees. 

Paying Taxes measures all taxes and 
contributions that are government 
mandated (at any level—federal, 
state or local) and that apply to the 
standardised business and have an 
impact in its financial statements. In 
doing so, Paying Taxes goes beyond 
the traditional definition of a tax. As 
defined for the purposes of government 
national accounts, taxes include only 
compulsory, unrequited payments to 
general government. Paying Taxes 
departs from this definition because it 
measures imposed charges that affect 
business accounts, not government 
accounts, the main difference relates 
to labour contributions. The Paying 
Taxes measure includes government-
mandated contributions paid by the 
employer to a requited private pension 
fund or workers’ insurance fund. 
The indicator includes, for example, 
Australia’s compulsory superannuation 
guarantee and workers’ compensation 
insurance. For the purpose of 
calculating the Total Tax Rate (defined 
below), only taxes borne are included. 
For example, value added taxes are 
generally excluded (provided they are 
not irrecoverable) because they do 
not affect the accounting profits of the 
business—that is, they are not reflected 
in the income statement. 

They are, however, included for the 
purpose of the compliance measures 
(time and payments), as they add to 
the burden of complying with the 
tax system.

The Paying Taxes study uses the 
Doing Business case study scenario to 
measure the taxes and contributions 
paid by a standardised business 
and the complexity of an economy’s 
tax compliance system. This case 
study scenario uses a set of financial 
statements and assumptions about 
transactions made over the course of 
the year. In each economy tax experts 
from a number of different firms 
(including PwC) compute the taxes and 
mandatory contributions due in their 
jurisdiction based on the standardised 
case study facts. Information is also 
compiled on the frequency of filing 
and payments, as well as time taken to 
comply with tax laws in an economy. 
To make the data comparable across 
economies, several assumptions 
about the business and the taxes and 
contributions are used.

The World Bank and IFC overall 
ranking for the ease of Paying Taxes 
is the simple average of the percentile 
rankings for each of the sub indicators, 
but this year with a threshold being 
applied to the Total Tax Rate. The 
threshold is defined as the highest 
Total Tax Rate among the top 15% of 
economies in the ranking on the Total 
Tax Rate. It is calculated and adjusted 
on a yearly basis. This year’s threshold 
is 25.7%. All economies with a Total 
Tax Rate below this threshold receive 
the same score as the economy at the 
threshold. The threshold is not based 
on any economic theory of an “optimal 
tax rate” that minimises distortions 
or maximises efficiency in the tax 
system of an economy overall. Instead, 
it is mainly empirical in nature, set 
at the lower end of the distribution 
of tax rates levied on medium-size 
enterprises in the manufacturing 
sector as observed through the Paying 
Taxes indicators. This reduces the bias 
in the indicators toward economies 
that do not need to levy significant 
taxes on companies like the Doing 
Business standardised case study 
company because they raise public 
revenue in other ways—for example, 
through taxes on foreign companies, 
through taxes on sectors other than 
manufacturing or from natural 
resources (all of which are outside the 
scope of the methodology).
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Assumptions about the business
The business:
• Is a limited liability, taxable 

company. If there is more than one 
type of limited liability company 
in the economy, the limited 
liability form most common among 
domestic firms is chosen. The 
most common form is reported 
by incorporation lawyers or the 
statistical office.

• Started operations on 1 January 
2010. At that time the company 
purchased all the assets shown 
in its balance sheet and hired all 
its workers.

• Operates in the economy’s largest 
business city.

• Is 100% domestically owned and 
has five owners, all of whom are 
natural persons.

• At the end of 2010, has a start-
up capital of 102 times income 
per capita.

• Performs general industrial or 
commercial activities. Specifically, 
it produces ceramic flowerpots 
and sells them at retail. It does not 
participate in foreign trade (no 
import or export) and does not 
handle products subject to a special 
tax regime, for example, liquor or 
tobacco.

• At the beginning of 2011, owns 
two plots of land, one building, 
machinery, office equipment, 
computers and one truck and leases 
one truck.

• Does not qualify for investment 
incentives or any benefits apart 
from those related to the age or size 
of the company.

• Has 60 employees—four managers, 
eight assistants and 48 workers. All 
are nationals, and one manager is 
also an owner. The company pays 
for additional medical insurance 
for employees (not mandated by 
any law) as an additional benefit. 
In addition, in some economies 
reimbursable business travel and 
client entertainment expenses are 
considered fringe benefits. When 
applicable, it is assumed that the 
company pays the fringe benefit tax 
on this expense or that the benefit 
becomes taxable income for the 
employee. The case study assumes 
no additional salary additions for 
meals, transportation, education 
or others. Therefore, even when 
such benefits are frequent, they 
are not added to or removed from 
the taxable gross salaries to arrive 
at the labour tax or contribution 
calculation.

• Has a turnover of 1,050 times 
income per capita.

• Makes a loss in the first year of 
operation.

• Has a gross margin (pretax) of 20% 
(that is, sales are 120% of the cost 
of goods sold).

• Distributes 50% of its net profits as 
dividends to the owners at the end 
of the second year.

• Sells one of its plots of land at 
a profit at the beginning of the 
second year.

• Has annual fuel costs for its trucks 
equal to twice income per capita.

• Is subject to a series of detailed 
assumptions on expenses and 
transactions to further standardise 
the case. All financial statement 
variables are proportional to 2005 
income per capita. For example, 
the owner who is also a manager 
spends 10% of income per capita 
on travelling for the company 
(20% of this owner’s expenses 
are purely private, 20% are for 
entertaining customers and 60% for 
business travel).

Assumptions about the taxes and 
contributions
• All the taxes and contributions 

recorded are those paid in the 
second year of operation (calendar 
year 2011). A tax or contribution 
is considered distinct if it has a 
different name or is collected 
by a different agency. Taxes and 
contributions with the same name 
and agency, but charged at different 
rates depending on the business, 
are counted as the same tax or 
contribution.

• The number of times the company 
pays taxes and contributions in 
a year is the number of different 
taxes or contributions multiplied 
by the frequency of payment (or 
withholding) for each tax. The 
frequency of payment includes 
advance payments (or withholding) 
as well as regular payments (or 
withholding).
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The Paying Taxes indicators
Tax payments
The tax payments indicator reflects the 
total number of taxes and contributions 
paid, the method of payment, the 
frequency of payment, the frequency 
of filing and the number of agencies 
involved for this standardised case 
study company during the second year 
of operation. It includes taxes withheld 
by the company, such as sales tax, value 
added tax and employee-borne labour 
taxes. These taxes are traditionally 
collected by the company from the 
consumer or employee on behalf of 
the tax agencies. Although they do 
not affect the income statements 
of the company, they add to the 
administrative burden of complying 
with the tax system and so are included 
in the tax payments measure.

The number of payments takes into 
account electronic filing. Where 
full electronic filing and payment is 
allowed and it is used by the majority 
of medium-size businesses, the tax 
is counted as paid once a year even 
if filings and payments are more 
frequent. For payments made through 
third parties, such as tax on interest 
paid by a financial institution or fuel 
tax paid by a fuel distributor, only one 
payment is included even if payments 
are more frequent. 
     

Turkey: Number of payments

Tax type
World Bank 

indicator
 Actual 

payments Notes 
Corporate income tax 1 5 Online filing 

Stamp duty on property sale 1 1

Transaction tax on cheques 1 1

Property tax 2 2

Environment tax 2 2

Property transfer fee 1 1

Value added tax (VAT) 1 12 Online filing 

Advertising tax 2 2

Vehicle tax 1 1

Stamp duty on contracts 1 1

Employer paid - Social security 
contributions

1 12 Online filing 

Employer paid – Unemployment 
insurance contributions

0 12 Paid jointly 

Fuel tax 1 1 Embedded in payments 
to third parties

Employee paid - Social security 
contributions

0 12 Paid jointly 

Employee paid – Payroll tax 0 12 Paid jointly 

Employee paid - Unemployment 
insurance contributions

0 12 Paid jointly 

Total 15 89
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Time
Time is recorded in hours per year. 
The indicator measures the time taken 
to prepare, file and pay three major 
types of taxes and contributions: the 
corporate income tax, value added or 
sales tax, and labour taxes, including 
payroll taxes and social contributions. 
Preparation time includes the time 
to collect all information necessary 
to compute the tax payable and to 
calculate the amount payable. If 
separate accounting books must be 
kept for tax purposes - or separate 
calculations made - the time associated 
with these processes is included. 
This extra time is included only if 
the regular accounting work is not 
enough to fulfil the tax accounting 
requirements. Filing time includes 
the time to complete all necessary 
tax return forms and file the relevant 
returns at the tax authority. Payment 
time considers the hours needed to 
make the payment online or at the 
tax authorities. Where taxes and 
contributions are paid in person, the 
time includes delays while waiting.

Panama: Time to comply
Corporate 
income tax

Labour 
taxes

Consumption 
tax Total 

Compliance process 

Preparation

Data gathering from internal sources  
(for example accounting records) if held

36 24 48

Additional analysis of accounting 
information to highlight tax 
sensitive items

16 24 56

Actual calculation of tax liability 
including data inputting into software/
spreadsheets or hard copy records

24 36 24

Time spent maintaining/updating 
accounting systems for changes in  
tax rates and rules

0 12 2

Preparation and maintenance of 
mandatory tax records if required 

0 0 12

Total 76 96 142 314

Filing

Completion of tax return forms 6 24 12

Time spent submitting forms to tax 
authority, which may include time for 
electronic filing, waiting time at tax 
authority office etc

1 12 12

Total 7 36 24 67

Payment

Calculations of tax payments required 
including if necessary extraction of data 
from accounting records

0 0 0

Analysis of forecast data and  
ssociated calculations if advance 
payments are required 

1 12 12

Time to make the necessary tax 
payments, either online or at the tax 
authority office (include time for waiting 
in line and travel if necessary)

1 12 12

Total 2 24 24 50

Grand Total 85 156 190 431
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Total Tax Rate
The Total Tax Rate measures the 
amount of taxes and mandatory 
contributions borne by the business in 
the second year of operation, expressed 
as a share of commercial profit. Paying 
Taxes 2013 reports the Total Tax Rate 
for calendar year 2011. The total 
amount of taxes borne is the sum of all 
the different taxes and contributions 
payable after accounting for allowable 
deductions and exemptions. The taxes 
withheld (such as personal income 
tax) or collected by the company and 
remitted to the tax authorities (such 
as value added tax, sales tax or goods 
and service tax) but not borne by the 
company are excluded. 

The taxes included can be divided 
into five categories: profit or corporate 
income tax, social contributions and 
labour taxes paid by the employer 
(in respect of which all mandatory 
contributions are included, even 
if paid to a private entity such as a 
requited pension fund), property taxes, 
turnover taxes and other taxes (such 
as municipal fees and vehicle and 
fuel taxes).

The Total Tax Rate is designed to 
provide a comprehensive measure 
of the cost of all the taxes a business 
bears. It differs from the statutory 
tax rate, which merely provides the 
factor to be applied to the tax base. 
In computing the Total Tax Rate, 
the actual tax payable is divided by 
commercial profit. 

Commercial profit is essentially net 
profit before all taxes borne. It differs 
from the conventional profit before 
tax, reported in financial statements. 
In computing profit before tax, many 
of the taxes borne by a firm are 
deductible. In computing commercial 
profit, these taxes are not deductible. 
Commercial profit therefore presents 
a clear picture of the actual profit of a 
business before any of the taxes it bears 
in the course of the fiscal year. 

Commercial profit is computed as 
sales minus cost of goods sold, minus 
gross salaries, minus administrative 
expenses, minus other expenses, 
minus provisions, plus capital gains 
(from the property sale) minus interest 
expense, plus interest income and 
minus commercial depreciation. To 
compute the commercial depreciation, 
a straight-line depreciation method 
is applied, with the following rates: 
0% for the land, 5% for the building, 
10% for the machinery, 33% for 
the computers, 20% for the office 
equipment, 20% for the truck and 10% 
for business development expenses. 
Commercial profit amounts to 59.4 
times income per capita.

The methodology for calculating the 
Total Tax Rate is broadly consistent 
with the Total Tax Contribution 
framework developed by PwC and 
the calculation within this framework 
for taxes borne. But while the work 
undertaken by PwC is usually based 
on data received from the largest 
companies in the economy, Doing 
Business focuses on a case study for a 
standardised medium-size company.

The Total Tax Rate calculation for Chile
CLP ‘000 CLP ‘000

Profit before tax (PBT) 198,749

Addback above the line taxes borne:

Unemployment insurance 5,844

Work accident insurance 2,313

Property taxes 3,800

Municipal taxes 1,799

Fuel tax 1,152

Vehicle tax 95

15,003

Profit before all taxes borne/commercial profit 213,752

Corporate income tax on PBT after necessary adjustments (45,131)

Above the line taxes borne (15,003)

Total taxes borne (60,134)

Profit after tax 153,618

Total Tax Rate = Total taxes borne/commercial profit 28.1%
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World Bank and IFC’s distance  
to frontier measure 
The ease of paying taxes ranking 
measures the performance of 
economies on the payments, time and 
Total Tax Rate indicators relative to 
the performance of others. It does not 
provide information on the absolute 
improvement over time. Nor does it 
provide information on how large the 
gaps are between economies at a single 
point in time.

The distance to frontier measure is 
designed to address these issues, 
complementing the ease of paying 
taxes ranking. This measure illustrates 
the distance of an economy to the 
“frontier,” and the change in the 
measure over time shows the extent 
to which the economy has closed this 
gap. The frontier is a score derived 
from the most efficient practice or 
highest score achieved on each of the 
component indicators (payments, time 
and Total Tax Rate) by any economy 
since 2004. For example, in this time 
period the lowest number of payments 
recorded is 3, achieved by Hong Kong 
SAR, China, Maldives, Qatar and Saudi 
Arabia. On time, historically the lowest 
number of hours recorded is for the 
Maldives which until 2011 recorded 
0 hours because it did not levy any 
profit, consumption or labour taxes 
on which the time indicator is based. 
For the Total Tax Rate, consistent with 
the calculation of the rankings, the 
frontier is defined as the Total Tax Rate 
corresponding to the 15th percentile 
based on the overall distribution of 
Total Tax Rates for all years (equivalent 
to 27.5% of profits). If an economy has 
a Total Tax Rate below this level, it 
is considered to be at the frontier for 
this component.

Calculating the distance to frontier 
for each economy involves two main 
steps. First, individual indicator 
scores are normalised to a common 
unit: except for the Total Tax Rate, 
the other two component indicators 
y is rescaled to (max − y)/ (max − 
min), with the minimum value (min) 
representing the frontier—the highest 
performance on that indicator across 
all economies since 2005. Second, for 
each economy the scores obtained are 
aggregated through simple averaging 
into one distance to frontier score. 
An economy’s distance to frontier for 
paying taxes is indicated on a scale 
from 0 to 100, where 0 represents 
the lowest performance and 100 
the frontier.

The difference between an economy’s 
distance to frontier score in 2004 and 
its score in 2011 illustrates the extent 
to which the economy has closed the 
gap to the frontier over time. And in 
any given year the score measures how 
far an economy is from the highest 
performance at that time.

The maximum (max) and minimum 
(min) observed values are computed 
for the 174 economies included in the 
Doing Business sample since 2004 and 
for all years (from 2004 to 2011). The 
year 2004 was chosen as the baseline 
for the economy sample because it 
was the first year that Paying Taxes 
indicators were available. To mitigate 
the effects of extreme outliers in the 
distributions of the rescaled data (very 
few economies need 2,600 hours to 
comply with tax obligations, but many 
need 200 hours), the maximum (max) 
is defined as the 95th percentile of 
the pooled data for all economies and 
all years for each indicator. Take the 
Czech Republic, which has a score of 
65 on the distance to frontier measure 
for 2011. This score indicates that 
the economy is 35 percentage points 
away from the frontier constructed 
from the highest performances across 
all economies and all years. Czech 
Republic was further from the frontier 
in 2004, with a score of 41. The 
difference between the scores shows an 
improvement over time.

The distance to frontier scores for each 
economy and each year is available on 
the Doing Business website  
(http://www.doingbusiness.org/ 
data/distance-to-frontier).
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Table 1: Rankings
Economy Overall Rank
Afghanistan 94
Albania 160
Algeria 170
Angola 154
Antigua and Barbuda 142
Argentina 149
Armenia 108
Australia 48
Austria 77
Azerbaijan 76
Bahamas, The 51
Bahrain 7
Bangladesh 97
Barbados 121
Belarus 129
Belgium 75
Belize 45
Benin 173
Bhutan 71
Bolivia 180
Bosnia and Herzegovina 128
Botswana 39
Brazil 156
Brunei Darussalam 22
Bulgaria 91
Burkina Faso 157
Burundi 137
Cambodia 66
Cameroon 176
Canada 8
Cape Verde 102
Central African Republic 181
Chad 184
Chile 36
China 122
Colombia 99
Comoros 114
Congo, Dem. Rep. 171
Congo, Rep. 182
Costa Rica 125
Côte d'Ivoire 159
Croatia 42
Cyprus 31
Czech Republic 120
Denmark 13
Djibouti 67
Dominica 74
Dominican Republic 98
Ecuador 84
Egypt, Arab Rep. 145
El Salvador 153
Equatorial Guinea 173
Eritrea 146

Table 1: Overall Paying Taxes ranking

Table 1: Rankings
Economy Overall Rank
Estonia 50
Ethiopia 103
Fiji 85
Finland 23
France 53
Gabon 146
Gambia, The 179
Georgia 33
Germany 72
Ghana 89
Greece 56
Grenada 85
Guatemala 124
Guinea 183
Guinea-Bissau 146
Guyana 118
Haiti 123
Honduras 139
Hong Kong SAR, China 4
Hungary 118
Iceland 41
India 152
Indonesia 131
Iran, Islamic Rep. 129
Iraq 65
Ireland 6
Israel 82
Italy 131
Jamaica 163
Japan 127
Jordan 35
Kazakhstan 17
Kenya 164
Kiribati 9
Korea, Rep. 30
Kosovo 44
Kuwait 11
Kyrgyz Republic 168
Lao PDR 126
Latvia 52
Lebanon 37
Lesotho 95
Liberia 45
Lithuania 60
Luxembourg 14
Macedonia, FYR 24
Madagascar 68
Malawi 58
Malaysia 15
Maldives 57
Mali 166
Malta 27
Marshall Islands 92
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Table 1: Rankings
Economy Overall Rank
Mauritania 177
Mauritius 12
Mexico 107
Micronesia, Fed. Sts 85
Moldova 109
Mongolia 70
Montenegro 81
Morocco 110
Mozambique 105
Namibia 112
Nepal 114
Netherlands 29
New Zealand 21
Nicaragua 158
Niger 151
Nigeria 155
Norway 19
Oman 10
Pakistan 162
Palau 83
Panama 172
Papua New Guinea 106
Paraguay 141
Peru 85
Philippines 143
Poland 114
Portugal 77
Puerto Rico 104
Qatar 2
Romania 136
Russian Federation 64
Rwanda 25
Samoa 79
São Tomé and Principe 144
Saudi Arabia 3
Senegal 178
Serbia 149
Seychelles 20
Sierra Leone 117
Singapore 5
Slovak Republic 100
Slovenia 63
Solomon Islands 26
South Africa 32
Spain 34
Sri Lanka 169
St. Kitts and Nevis 135
St. Lucia 43
St. Vincent and the Grenadines 72
Sudan 101
Suriname 49
Swaziland 58
Sweden 38

Table 1: Rankings

Table 1: Rankings
Economy Overall Rank
Switzerland 18
Syrian Arab Republic 111
Taiwan, China 54
Tajikistan 175
Tanzania 133
Thailand 96
Timor-Leste 61
Togo 167
Tonga 40
Trinidad and Tobago 90
Tunisia 62
Turkey 80
Uganda 93
Ukraine 165
United Arab Emirates 1
United Kingdom 16
United States 69
Uruguay 140
Uzbekistan 161
Vanuatu 28
Venezuela, RB 185
Vietnam 138
West Bank and Gaza 55
Yemen, Rep. 113
Zambia 47
Zimbabwe 134
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Table 2: Tax payments

Table 2: Tax payments Number of payments
Economy Total tax payments Profit tax payments Labour tax payments Other taxes payments
Afghanistan 20 1 12 7
Albania 44 13 12 19
Algeria 29 0 12 17
Angola 31 4 12 15
Antigua and Barbuda 57 13 24 20
Argentina 9 1 1 7
Armenia 13 1 1 11
Australia 11 1 4 6
Austria 12 1 3 8
Azerbaijan 18 1 12 5
Bahamas, The 18 1 12 5
Bahrain 13 0 12 1
Bangladesh 20 5 0 15
Barbados 28 4 12 12
Belarus 10 1 5 4
Belgium 11 1 2 8
Belize 29 12 1 16
Benin 55 5 24 26
Bhutan 8 2 2 4
Bolivia 42 1 12 29
Bosnia and Herzegovina 44 12 1 31
Botswana 32 6 13 13
Brazil 9 2 2 5
Brunei Darussalam 27 1 24 2
Bulgaria 15 1 1 13
Burkina Faso 46 2 24 20
Burundi 25 6 4 15
Cambodia 40 12 12 16
Cameroon 44 13 12 19
Canada 8 1 3 4
Cape Verde 41 3 24 14
Central African Republic 55 4 24 27
Chad 54 12 24 18
Chile 6 1 1 4
China 7 2 1 4
Colombia 9 1 1 7
Comoros 33 3 12 18
Congo, Dem. Rep. 32 1 16 15
Congo, Rep. 61 5 36 20
Costa Rica 23 5 1 17
Côte d'Ivoire 62 3 24 35
Croatia 18 1 12 5
Cyprus 28 5 12 11
Czech Republic 8 1 2 5
Denmark 10 3 1 6
Djibouti 35 5 12 18
Dominica 37 5 12 20
Dominican Republic 9 1 4 4
Ecuador 8 2 1 5
Egypt, Arab Rep. 29 1 12 16
El Salvador 53 13 24 16
Equatorial Guinea 46 1 24 21
Eritrea 30 2 12 16
Estonia 8 1 0 7
Ethiopia 31 2 12 17
Fiji 34 5 14 15
Finland 8 1 3 4
France 7 1 2 4
Gabon 26 3 4 19
Gambia, The 50 5 13 32
Georgia 5 1 1 3
Germany 9 2 1 6
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Table 2: Tax payments

Table 2: Tax payments Number of payments
Economy Total tax payments Profit tax payments Labour tax payments Other taxes payments
Ghana 32 6 12 14
Greece 8 1 1 6
Grenada 30 1 12 17
Guatemala 24 1 12 11
Guinea 58 3 36 19
Guinea-Bissau 46 5 12 29
Guyana 35 6 12 17
Haiti 46 6 25 15
Honduras 47 5 13 29
Hong Kong SAR, China 3 1 1 1
Hungary 12 3 2 7
Iceland 29 1 1 27
India 33 2 24 7
Indonesia 51 13 24 14
Iran, Islamic Rep. 20 1 12 7
Iraq 13 1 12 0
Ireland 8 1 1 6
Israel 33 2 12 19
Italy 15 2 1 12
Jamaica 36 4 12 20
Japan 14 2 2 10
Jordan 25 1 12 12
Kazakhstan 7 1 1 5
Kenya 41 5 14 22
Kiribati 7 5 2 0
Korea, Rep. 10 1 2 7
Kosovo 33 5 12 16
Kuwait 12 0 12 0
Kyrgyz Republic 51 5 12 34
Lao PDR 34 4 12 18
Latvia 7 1 1 5
Lebanon 19 1 12 6
Lesotho 33 5 12 16
Liberia 33 5 12 16
Lithuania 11 1 2 8
Luxembourg 23 5 12 6
Macedonia, FYR 29 12 1 16
Madagascar 23 1 8 14
Malawi 26 2 8 16
Malaysia 13 2 2 9
Maldives 17 3 8 6
Mali 45 4 29 12
Malta 6 1 1 4
Marshall Islands 21 0 16 5
Mauritania 37 1 13 23
Mauritius 7 1 1 5
Mexico 6 1 2 3
Micronesia, Fed. Sts 21 0 4 17
Moldova 48 1 28 19
Mongolia 41 12 12 17
Montenegro 29 1 12 16
Morocco 17 1 12 4
Mozambique 37 7 12 18
Namibia 37 3 12 22
Nepal 34 4 12 18
Netherlands 9 1 1 7
New Zealand 8 1 2 5
Nicaragua 42 1 24 17
Niger 41 3 14 24
Nigeria 41 3 20 18
Norway 4 1 1 2
Oman 14 1 12 1



150Appendix 2: The data tables

Table 2: Tax payments

Table 2: Tax payments Number of payments
Economy Total tax payments Profit tax payments Labour tax payments Other taxes payments
Ghana 32 6 12 14
Greece 8 1 1 6
Grenada 30 1 12 17
Guatemala 24 1 12 11
Guinea 58 3 36 19
Guinea-Bissau 46 5 12 29
Guyana 35 6 12 17
Haiti 46 6 25 15
Honduras 47 5 13 29
Hong Kong SAR, China 3 1 1 1
Hungary 12 3 2 7
Iceland 29 1 1 27
India 33 2 24 7
Indonesia 51 13 24 14
Iran, Islamic Rep. 20 1 12 7
Iraq 13 1 12 0
Ireland 8 1 1 6
Israel 33 2 12 19
Italy 15 2 1 12
Jamaica 36 4 12 20
Japan 14 2 2 10
Jordan 25 1 12 12
Kazakhstan 7 1 1 5
Kenya 41 5 14 22
Kiribati 7 5 2 0
Korea, Rep. 10 1 2 7
Kosovo 33 5 12 16
Kuwait 12 0 12 0
Kyrgyz Republic 51 5 12 34
Lao PDR 34 4 12 18
Latvia 7 1 1 5
Lebanon 19 1 12 6
Lesotho 33 5 12 16
Liberia 33 5 12 16
Lithuania 11 1 2 8
Luxembourg 23 5 12 6
Macedonia, FYR 29 12 1 16
Madagascar 23 1 8 14
Malawi 26 2 8 16
Malaysia 13 2 2 9
Maldives 17 3 8 6
Mali 45 4 29 12
Malta 6 1 1 4
Marshall Islands 21 0 16 5
Mauritania 37 1 13 23
Mauritius 7 1 1 5
Mexico 6 1 2 3
Micronesia, Fed. Sts 21 0 4 17
Moldova 48 1 28 19
Mongolia 41 12 12 17
Montenegro 29 1 12 16
Morocco 17 1 12 4
Mozambique 37 7 12 18
Namibia 37 3 12 22
Nepal 34 4 12 18
Netherlands 9 1 1 7
New Zealand 8 1 2 5
Nicaragua 42 1 24 17
Niger 41 3 14 24
Nigeria 41 3 20 18
Norway 4 1 1 2
Oman 14 1 12 1

Table 2: Tax payments Number of payments
Economy Total tax payments Profit tax payments Labour tax payments Other taxes payments
Pakistan 47 5 25 17
Palau 11 4 4 3
Panama 60 13 16 31
Papua New Guinea 33 1 13 19
Paraguay 35 5 12 18
Peru 9 1 2 6
Philippines 47 1 36 10
Poland 18 1 1 16
Portugal 8 1 1 6
Puerto Rico 16 5 6 5
Qatar 4 1 1 2
Romania 41 4 12 25
Russian Federation 7 1 2 4
Rwanda 17 4 4 9
Samoa 37 5 24 8
São Tomé and Principe 42 2 12 28
Saudi Arabia 3 1 1 1
Senegal 59 3 36 20
Serbia 66 12 12 42
Seychelles 27 12 12 3
Sierra Leone 33 5 12 16
Singapore 5 1 1 3
Slovak Republic 20 1 1 18
Slovenia 11 1 1 9
Solomon Islands 33 5 12 16
South Africa 9 2 3 4
Spain 8 1 1 6
Sri Lanka 61 5 24 32
St. Kitts and Nevis 36 4 12 20
St. Lucia 32 1 12 19
St. Vincent and the Grenadines 36 4 12 20
Sudan 42 2 12 28
Suriname 29 4 12 13
Swaziland 33 2 13 18
Sweden 4 1 1 2
Switzerland 19 2 7 10
Syrian Arab Republic 19 2 12 5
Taiwan, China 12 2 3 7
Tajikistan 69 11 12 46
Tanzania 48 5 24 19
Thailand 22 2 13 7
Timor-Leste 18 5 12 1
Togo 53 5 24 24
Tonga 31 1 12 18
Trinidad and Tobago 39 4 24 11
Tunisia 8 1 4 3
Turkey 15 1 1 13
Uganda 31 3 12 16
Ukraine 28 1 24 3
United Arab Emirates 4 0 1 3
United Kingdom 8 1 1 6
United States 11 2 4 5
Uruguay 33 1 24 8
Uzbekistan 41 8 12 21
Vanuatu 31 0 12 19
Venezuela, RB 71 14 28 29
Vietnam 32 6 12 14
West Bank and Gaza 39 14 12 13
Yemen, Rep. 44 1 24 19
Zambia 37 5 13 19
Zimbabwe 49 5 14 30
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Table 3: Time to comply Number of hours
Economy Total tax time Corporate income tax time Labour tax time Consumption tax time
Afghanistan 275 77 120 78
Albania 357 119 94 144
Algeria 451 152 110 189
Angola 282 75 125 82
Antigua and Barbuda 207 23 136 48
Argentina 405 105 84 216
Armenia 380 121 162 97
Australia 109 37 18 54
Austria 170 49 54 67
Azerbaijan 214 60 97 57
Bahamas, The 58 10 48 0
Bahrain 36 0 36 0
Bangladesh 302 140 0 162
Barbados 237 27 162 48
Belarus 338 166 93 79
Belgium 156 20 40 96
Belize 147 27 60 60
Benin 270 30 120 120
Bhutan 274 250 24 0
Bolivia 1025 110 507 408
Bosnia and Herzegovina 407 68 81 258
Botswana 152 40 40 72
Brazil 2600 736 490 1374
Brunei Darussalam 96 66 30 0
Bulgaria 454 33 256 165
Burkina Faso 270 30 120 120
Burundi 274 80 48 146
Cambodia 173 23 84 66
Cameroon 654 180 174 300
Canada 131 45 36 50
Cape Verde 186 35 85 66
Central African Republic 504 24 240 240
Chad 732 300 216 216
Chile 291 42 125 124
China 338 74 152 112
Colombia 203 50 87 66
Comoros 100 4 48 48
Congo, Dem. Rep. 336 116 124 96
Congo, Rep. 606 275 150 181
Costa Rica 226 18 100 108
Côte d'Ivoire 270 30 120 120
Croatia 196 60 96 40
Cyprus 147 29 78 40
Czech Republic 413 94 217 102
Denmark 130 25 65 40
Djibouti 82 30 36 16
Dominica 120 15 48 57
Dominican Republic 324 82 80 162
Ecuador 654 108 306 240
Egypt, Arab Rep. 392 69 165 158
El Salvador 320 128 96 96
Equatorial Guinea 492 145 160 187
Eritrea 216 24 96 96
Estonia 85 20 34 31
Ethiopia 306 150 132 24
Fiji 163 42 61 60
Finland 93 21 48 24
France 132 26 80 26
Gabon 488 137 131 220
Gambia, The 376 40 96 240
Georgia 280 109 56 115
Germany 207 30 134 43

Table 3: Time to comply
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Table 3: Time to comply

Table 3: Time to comply Number of hours
Economy Total tax time Corporate income tax time Labour tax time Consumption tax time
Ghana 224 40 88 96
Greece 202 78 46 78
Grenada 140 32 72 36
Guatemala 332 44 132 156
Guinea 416 32 192 192
Guinea-Bissau 208 160 24 24
Guyana 263 48 48 167
Haiti 184 40 72 72
Honduras 224 35 93 96
Hong Kong SAR, China 78 50 28 0
Hungary 277 35 146 96
Iceland 140 40 60 40
India 243 45 93 105
Indonesia 259 75 94 90
Iran, Islamic Rep. 344 32 240 72
Iraq 312 24 288 0
Ireland 80 10 40 30
Israel 235 110 60 65
Italy 269 39 198 32
Jamaica 368 30 290 48
Japan 330 155 140 35
Jordan 151 10 90 51
Kazakhstan 188 75 70 43
Kenya 340 45 52 243
Kiribati 120 48 72 0
Korea, Rep. 207 94 74 39
Kosovo 164 32 42 90
Kuwait 98 0 98 0
Kyrgyz Republic 210 60 71 79
Lao PDR 362 138 42 182
Latvia 264 31 139 94
Lebanon 180 40 100 40
Lesotho 324 70 104 150
Liberia 158 60 60 38
Lithuania 175 32 85 58
Luxembourg 59 21 14 24
Macedonia, FYR 119 19 56 44
Madagascar 201 9 72 120
Malawi 175 67 78 30
Malaysia 133 26 77 30
Maldives 252 100 91 61
Mali 270 30 120 120
Malta 139 23 92 24
Marshall Islands 128 0 96 32
Mauritania 696 120 96 480
Mauritius 161 36 61 64
Mexico 337 155 69 113
Micronesia, Fed. Sts 128 0 96 32
Moldova 220 72 94 54
Mongolia 192 57 63 72
Montenegro 320 43 98 179
Morocco 238 70 48 120
Mozambique 230 50 60 120
Namibia 350 40 46 264
Nepal 326 120 84 122
Netherlands 127 25 64 38
New Zealand 152 34 59 59
Nicaragua 207 67 76 64
Niger 270 30 120 120
Nigeria 956 398 396 162
Norway 87 24 15 48
Oman 62 50 12 0
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Table 3: Time to comply Number of hours
Economy Total tax time Corporate income tax time Labour tax time Consumption tax time
Pakistan 560 40 40 480
Palau 142 46 96 0
Panama 431 85 156 190
Papua New Guinea 207 153 8 46
Paraguay 387 144 96 147
Peru 293 39 144 110
Philippines 193 42 38 113
Poland 286 62 124 100
Portugal 275 63 116 96
Puerto Rico 218 80 60 78
Qatar 48 12 36 0
Romania 216 40 118 58
Russian Federation 177 60 76 41
Rwanda 134 20 48 66
Samoa 224 48 96 80
São Tomé and Principe 424 40 192 192
Saudi Arabia 72 32 40 0
Senegal 666 120 96 450
Serbia 279 48 126 105
Seychelles 76 40 36 0
Sierra Leone 357 15 168 174
Singapore 82 32 10 40
Slovak Republic 207 42 62 103
Slovenia 260 90 96 74
Solomon Islands 80 8 30 42
South Africa 200 100 50 50
Spain 167 33 90 44
Sri Lanka 254 16 96 142
St. Kitts and Nevis 203 27 128 48
St. Lucia 92 11 51 30
St. Vincent and the Grenadines 111 14 52 45
Sudan 180 70 70 40
Suriname 199 48 24 127
Swaziland 104 8 48 48
Sweden 122 50 36 36
Switzerland 63 15 40 8
Syrian Arab Republic 336 300 36 0
Taiwan, China 221 161 27 33
Tajikistan 224 80 48 96
Tanzania 172 60 52 60
Thailand 264 160 48 56
Timor-Leste 276 132 144 0
Togo 270 30 120 120
Tonga 164 8 12 144
Trinidad and Tobago 210 45 75 90
Tunisia 144 64 30 50
Turkey 223 46 80 97
Uganda 213 45 66 102
Ukraine 491 109 192 190
United Arab Emirates 12 0 12 0
United Kingdom 110 40 45 25
United States 175 87 55 33
Uruguay 310 88 114 108
Uzbekistan 205 66 69 70
Vanuatu 120 0 24 96
Venezuela, RB 792 120 288 384
Vietnam 872 217 335 320
West Bank and Gaza 154 10 96 48
Yemen, Rep. 248 56 72 120
Zambia 132 48 24 60
Zimbabwe 242 78 96 68

Table 3: Time to comply
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Table 4: Total Tax Rate

Table 4: Total Tax Rate Total Tax Rate
Economy Total Tax Rate Profit tax Total Tax Rate Labour tax Total Tax Rate Other taxes Total Tax Rate
Afghanistan 36.4 0.0 0.0 36.4
Albania 38.7 8.6 25.3 4.8
Algeria 72.0 6.6 29.7 35.7
Angola 53.2 24.6 9.0 19.6
Antigua and Barbuda 41.5 26.0 9.5 6.0
Argentina 108.3 2.7 29.4 76.2
Armenia 38.8 15.0 23.0 0.8
Australia 47.5 26.0 20.3 1.2
Austria 53.1 15.0 34.7 3.4
Azerbaijan 40.0 12.9 24.8 2.3
Bahamas, The 47.8 33.0 6.1 8.7
Bahrain 13.9 0.0 13.5 0.4
Bangladesh 35.0 25.7 0.0 9.3
Barbados 45.4 24.1 12.7 8.6
Belarus 60.7 20.3 39.0 1.4
Belgium 57.7 5.4 50.8 1.5
Belize 33.2 24.7 7.0 1.5
Benin 65.9 14.8 27.3 23.8
Bhutan 40.8 36.3 0.0 4.5
Bolivia 83.4 0.0 18.8 64.6
Bosnia and Herzegovina 24.1 7.2 12.6 4.3
Botswana 25.3 21.7 0.0 3.6
Brazil 69.3 24.6 40.8 3.9
Brunei Darussalam 16.8 8.3 8.5 0.0
Bulgaria 28.7 4.8 20.2 3.7
Burkina Faso 43.6 14.8 22.6 6.2
Burundi 53.0 40.0 10.2 2.8
Cambodia 22.5 18.9 0.1 3.5
Cameroon 49.1 29.9 18.3 0.9
Canada 26.9 8.4 12.7 5.8
Cape Verde 37.2 18.0 18.5 0.7
Central African Republic 65.2 0.0 19.8 45.4
Chad 65.4 31.3 28.4 5.7
Chile 28.1 21.1 3.8 3.2
China 63.7 6.2 49.6 7.9
Colombia 74.4 19.2 28.8 26.4
Comoros 217.9 31.4 0.0 186.5
Congo, Dem. Rep. 339.7 58.9 7.9 272.9
Congo, Rep. 62.9 15.1 32.5 15.3
Costa Rica 55.0 18.9 29.5 6.6
Côte d'Ivoire 39.5 9.8 20.1 9.6
Croatia 32.8 11.3 19.4 2.1
Cyprus 23.0 9.0 11.8 2.2
Czech Republic 49.2 7.5 38.4 3.3
Denmark 27.7 20.0 3.6 4.1
Djibouti 38.7 17.7 17.7 3.3
Dominica 37.5 25.9 7.9 3.7
Dominican Republic 42.5 22.1 18.6 1.8
Ecuador 34.6 17.7 13.7 3.2
Egypt, Arab Rep. 42.6 13.2 25.8 3.6
El Salvador 35.0 17.0 17.2 0.8
Equatorial Guinea 46.0 0.0 25.4 20.6
Eritrea 84.5 8.8 0.0 75.7
Estonia 67.3 8.0 39.4 19.9
Ethiopia 33.3 27.0 2.0 4.3
Fiji 37.6 27.3 10.2 0.1
Finland 40.6 15.0 24.4 1.2
France 65.7 8.2 51.7 5.8
Gabon 43.5 18.4 22.7 2.4
Gambia, The 283.5 6.1 12.8 264.6
Georgia 16.5 14.3 0.0 2.2
Germany 46.8 19.0 21.9 5.9
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Table 4: Total Tax Rate

Table 4: Total Tax Rate Total Tax Rate
Economy Total Tax Rate Profit tax Total Tax Rate Labour tax Total Tax Rate Other taxes Total Tax Rate
Ghana 33.5 18.5 14.7 0.3
Greece 44.6 11.0 32.2 1.4
Grenada 45.3 27.6 5.6 12.1
Guatemala 40.9 25.9 14.3 0.7
Guinea 73.2 23.5 9.6 40.1
Guinea-Bissau 45.9 14.9 24.8 6.2
Guyana 36.1 23.8 8.8 3.5
Haiti 40.8 24.1 12.4 4.3
Honduras 40.3 26.6 5.1 8.6
Hong Kong SAR, China 23.0 17.6 5.3 0.1
Hungary 50.3 12.3 34.5 3.5
Iceland 33.0 10.4 9.8 12.8
India 61.8 24.6 18.2 19.0
Indonesia 34.5 23.7 10.6 0.2
Iran, Islamic Rep. 44.1 17.8 25.9 0.4
Iraq 28.1 14.6 13.5 0.0
Ireland 26.4 11.9 11.6 2.9
Israel 30.5 22.1 5.3 3.1
Italy 68.3 22.9 43.4 2.0
Jamaica 45.6 25.7 12.9 7.0
Japan 50.0 26.9 17.4 5.7
Jordan 28.1 12.9 12.9 2.3
Kazakhstan 28.6 15.9 11.2 1.5
Kenya 44.4 28.1 6.8 9.5
Kiribati 31.8 23.3 8.5 0.0
Korea, Rep. 29.8 15.2 13.2 1.4
Kosovo 15.4 9.1 5.6 0.7
Kuwait 10.7 0.0 10.7 0.0
Kyrgyz Republic 68.9 6.2 19.5 43.2
Lao PDR 33.3 24.8 5.6 2.9
Latvia 36.6 4.8 27.3 4.5
Lebanon 30.2 6.1 24.1 0.0
Lesotho 16.0 13.1 0.0 2.9
Liberia 27.4 18.3 5.4 3.7
Lithuania 43.7 5.9 35.1 2.7
Luxembourg 21.0 4.1 15.4 1.5
Macedonia, FYR 9.4 6.2 0.0 3.2
Madagascar 36.0 14.0 20.3 1.7
Malawi 34.7 23.6 7.7 3.4
Malaysia 24.5 7.5 15.6 1.4
Maldives 30.7 13.5 7.9 9.3
Mali 51.7 10.9 34.3 6.5
Malta 41.6 29.2 11.3 1.1
Marshall Islands 64.9 0.0 11.8 53.1
Mauritania 68.2 0.0 17.6 50.6
Mauritius 28.5 11.6 9.6 7.3
Mexico 52.5 24.6 26.5 1.4
Micronesia, Fed. Sts 58.7 0.0 6.8 51.9
Moldova 31.2 0.0 30.6 0.6
Mongolia 24.6 10.2 12.4 2.0
Montenegro 22.3 7.1 12.8 2.4
Morocco 49.6 25.2 22.7 1.7
Mozambique 34.3 27.7 4.5 2.1
Namibia 22.7 17.2 1.0 4.5
Nepal 31.5 17.2 11.3 3.0
Netherlands 40.1 20.6 18.1 1.4
New Zealand 33.5 28.8 3.7 1.0
Nicaragua 65.0 22.9 20.3 21.8
Niger 43.8 17.3 20.1 6.4
Nigeria 33.8 22.3 10.8 0.7
Norway 41.6 24.4 15.9 1.3
Oman 22.0 10.0 11.8 0.2
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Table 4: Total Tax Rate

Table 4: Total Tax Rate Total Tax Rate
Economy Total Tax Rate Profit tax Total Tax Rate Labour tax Total Tax Rate Other taxes Total Tax Rate
Pakistan 35.3 17.9 15.1 2.3
Palau 75.7 65.8 9.3 0.6
Panama 42.0 12.5 19.8 9.7
Papua New Guinea 42.2 22.0 11.7 8.5
Paraguay 35.0 9.6 18.6 6.8
Peru 40.5 26.7 11.0 2.8
Philippines 46.6 21.1 11.3 14.2
Poland 43.8 17.4 23.8 2.6
Portugal 42.6 14.5 26.8 1.3
Puerto Rico 50.7 15.8 14.4 20.5
Qatar 11.3 0.0 11.3 0.0
Romania 44.2 10.5 31.5 2.2
Russian Federation 54.1 7.1 41.2 5.8
Rwanda 31.3 21.2 5.6 4.5
Samoa 18.9 11.9 7.0 0.0
São Tomé and Principe 32.5 22.1 6.8 3.6
Saudi Arabia 14.5 2.1 12.4 0.0
Senegal 46.0 14.8 24.1 7.1
Serbia 34.0 11.6 20.2 2.2
Seychelles 25.7 23.3 1.7 0.7
Sierra Leone 32.1 17.6 11.3 3.2
Singapore 27.6 6.0 17.0 4.6
Slovak Republic 47.9 6.8 39.6 1.5
Slovenia 34.7 14.1 18.2 2.4
Solomon Islands 25.3 15.0 8.5 1.8
South Africa 33.3 24.3 4.1 4.9
Spain 38.7 1.2 36.8 0.7
Sri Lanka 50.1 1.6 16.9 31.6
St. Kitts and Nevis 52.1 32.1 11.3 8.7
St. Lucia 34.6 25.8 5.6 3.2
St. Vincent and the Grenadines 38.7 30.2 5.1 3.4
Sudan 36.1 13.8 19.2 3.1
Suriname 27.9 27.9 0.0 0.0
Swaziland 36.8 28.1 4.0 4.7
Sweden 53.0 15.7 35.5 1.8
Switzerland 30.2 8.9 17.7 3.6
Syrian Arab Republic 39.7 20.0 19.3 0.4
Taiwan, China 34.8 12.7 18.6 3.5
Tajikistan 84.5 0.0 28.5 56.0
Tanzania 45.3 20.2 18.0 7.1
Thailand 37.6 28.1 5.7 3.8
Timor-Leste 15.1 14.9 0.0 0.2
Togo 49.5 9.3 26.5 13.7
Tonga 25.7 24.3 0.0 1.4
Trinidad and Tobago 29.1 21.6 5.8 1.7
Tunisia 62.9 15.2 25.2 22.5
Turkey 41.2 17.9 18.8 4.5
Uganda 37.1 25.0 11.3 0.8
Ukraine 55.4 11.6 43.1 0.7
United Arab Emirates 14.9 0.0 14.1 0.8
United Kingdom 35.5 22.2 10.2 3.1
United States 46.7 27.6 10.0 9.1
Uruguay 42.0 23.6 15.6 2.8
Uzbekistan 98.5 0.9 28.2 69.4
Vanuatu 8.4 0.0 4.5 3.9
Venezuela, RB 62.7 6.1 18.0 38.6
Vietnam 34.5 11.6 22.6 0.3
West Bank and Gaza 16.8 16.2 0.0 0.6
Yemen, Rep. 32.9 20.0 11.3 1.6
Zambia 15.2 1.1 10.4 3.7
Zimbabwe 35.8 20.5 5.1 10.2



157 Paying Taxes 2013

World Bank and IFC Paying Taxes team
Tea Trumbic
Nan Jiang
Pawel Kopko,
Nina Paustian
Momodou Salifu Sey 

PwC Paying Taxes team
Neville Howlett
Veronica Basarab
Ugochukwu Dibia
Kenneth Njuguna



158Appendix 2: The data tables

The Total Tax Rate included in the survey by the 
World Bank Group has been calculated using 
the broad principles of the PwC methodology. 
The application of these principles by the World 
Bank Group has not been verified, validated or 
audited by PwC, and therefore, PwC cannot make 
any representations or warranties with regard to 
the accuracy of the information generated by the 
World Bank Group’s models. In addition, the World 
Bank Group has not verified, validated or audited 
any information collected by PwC beyond the 
scope of Doing Business Paying Taxes data, and 
therefore, the World Bank Group cannot make any 
representations or warranties with regard to the 
accuracy of the information generated by PwC’s 
own research.

The World Bank Group’s Doing Business tax 
ranking indicator includes two components in 
addition to the Total Tax Rate. These estimate 
compliance costs by looking at hours spent on tax 
work and the number of tax payments made in a 
tax year. These calculations do not follow any PwC 
methodology but do attempt to provide data which 
is consistent with the tax compliance cost aspect 
of the PwC Total Tax Contribution framework. 

PwC firms help organisations and individuals 
create the value they’re looking for. We’re a 
network of firms in 158 countries with more than 
180,000 people who are committed to delivering 
quality in assurance, tax and advisory services. 
Tell us what matters to you and find out more by 
visiting us at www.pwc.com.

This publication has been prepared as general 
information on matters of interest only, and 
does not constitute professional advice. No 
one should act upon the information contained 
in this publication without obtaining specific 
professional advice. No representation or warranty 
(express or implied) is given as to the accuracy or 
completeness of the information contained in this 
publication, and, to the extent permitted by law, 
neither PwC nor the World Bank Group accept 
or assume any liability, responsibility or duty of 
care for any consequences of anyone else acting, 
or refraining to act, in reliance on the information 
contained in this publication or for any decision 
based on it. The World Bank Group does not 
guarantee the accuracy of the data included in this 
work. The boundaries, colours, denominations, 
and other information shown on any map in this 
work do not imply any judgement on the part of 
The World Bank Group concerning the legal status 
of any territory or the endorsement or acceptance 
of such boundaries. The findings, interpretations, 
and conclusions expressed herein are those of 
the author(s) and do not necessarily reflect the 
views of the Executive Directors of the World Bank 
Group or the governments they represent.

This publication may be copied and disseminated 
in its entirety, retaining all featured logos, names, 
copyright notice and disclaimers. Extracts from 
this publication may be copied and disseminated, 
including publication in other documentation, 
provided always that the extract is clearly 
identified as such and that a source notice is 
used as follows: for extracts from any section 
of this publication except Chapter 1, use the 
source notice 
 
“© 2012 PwC. All rights reserved. Extract from 
“Paying Taxes 2013” publication, available on 
www.pwc.com/payingtaxes”. For extracts from 
Chapter 1 only, use the source notice: “© 2012 
The World Bank Group. All rights reserved. Extract 
from “Paying Taxes 2013” publication, available on  
www.pwc.com/payingtaxes”.

All other queries on rights and licenses, including 
subsidiary rights, should be addressed to the 
Office of the Publisher, The World Bank, 1818 H 
Street NW, Washington, DC 20433, USA; fax: 202-
522-2422; email: pubrights@worldbank.org.

© 2012 PwC and the World Bank Group. All rights 
reserved. PwC refers to the PwC network and/or 
one or more of its member firms, each of which 
is a separate legal entity. Please see www.pwc.
com/structure for further details. The World Bank 
Group refers to the legally separate but affiliated 
international organisations: International Bank for 
Reconstruction and Development, International 
Development Association, Multilateral Investment 
Guarantee Agency, International Finance 
Corporation and International Center for the 
Settlement of Investment Disputes.

Printed using an FSC certified, 100% 
recycled, chlorine process free paper from 
sustainable sources.

10/12. Design Services 27894.
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Foreword

Over the last three years the world has experienced an extraordinary 
financial and economic upheaval. The financial turmoil continues to 
reshape the economic landscape and to present difficult choices for 
governments in terms of public spending and fiscal policy. Severe damage 
has been caused to the public finances in many economies and difficult 
measures are being taken to repair them. In an increasingly global 
economy, business investment, capital innovation and skilled people 
will quickly flow to countries where tax systems encourage and offer the 
prospect of economic growth.

Governments in economies of all sizes and at all stages of development 
are struggling with the tax policy choices available to them. While taxes 
are essential for economic and social development, it is important that the 
taxes levied do not hinder the ability of companies to generate a sufficient 
and consistent return so that they can reinvest and grow their business. 

But while the perspective of business and government on what the 
optimum amount of taxes to levy may differ, there should be a common 
agenda regarding the administration of tax systems and the need to 
ensure that it is simple and efficient. Both benefit from tax systems which 
are simple to administer and where levels of compliance are high.

The quality of the rules that underpin the administration of the tax 
system is therefore very important. If care is taken to create a system 
which is easy to administer, then it is more likely that businesses will 
operate within the formal economy and as a consequence that government 
will be able to collect the revenues that it needs to fund expenditure on 
infrastructure, education and public health. This expenditure supports 
productivity, a key driver of economic growth, and so helps to promote a 
virtuous circle of development.

Paying Taxes 2012. The global picture1
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Our Paying Taxes study demonstrates again that reform of tax systems 
around the world is continuing. There is an increasing focus on improving 
the administrative aspects of tax systems including the use of electronic 
filing and payment for tax returns, the reduction in the number of taxes 
per base and an increasing use of self assessment procedures.

Governments, business and civil society all benefit from a fair, stable 
and sustainable tax system which can help to encourage growth. Articles 
included in this report continue to demonstrate the engagement of 
government with tax reform giving insights into how the Paying Taxes 
data has been used and providing details of the reforms that have been 
and are being implemented. 

We welcome feedback and encourage users of this report to provide 
additional input and comments, so that the value of the data can continue 
to be enhanced for the future.
 

Augusto Lopez-Claros
Director,  
Global Indicators and Analysis
The World Bank Group

Andrew Packman
Total Tax Contribution Leader 
PwC UK
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Key themes 
and findings

The impact that tax systems 
have on companies is 
important and governments 
should continue to develop 
tax systems which foster 
business investment and 
economic growth. 
The private sector plays an essential 
role in contributing to economic 
growth and prosperity including 
paying and generating taxes.

On average, around the world 
our case study company 
makes 28.5 tax payments 
in a year, takes 277 hours to 
comply with its tax affairs and 
has a tax cost of 44.8% of its 
commercial profits. 
It is important to look at each Paying 
Taxes indicator separately as they 
measure different aspects of the 
tax system.

Tax rates matter. 
The size of the tax cost for business 
matters for investment and growth. 
Keeping tax rates at a reasonable level 
can encourage the development of the 
private sector and the formalisation 
of business.

Tax administration matters. 
Efficient tax administration can help 
encourage businesses to become 
formally registered and the economy 
to grow, to expand the tax base and 
increase tax revenues. Both business 
and government can benefit from tax 
systems which are simple to administer 
and where levels of compliance 
are high.
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The downward trend in the 
Paying Taxes results continues, 
driven by many successful 
tax reforms showing that 
improving the tax system 
for business is high on 
governments’ agenda. 
The average Total Tax Rate has fallen 
by 8.5%, more than 1% for each year, 
the time to comply by 54 hours, more 
than a day a year and the number of 
payments by five.*

When considering how the tax 
system impacts business, and 
what companies contribute to 
public finances it is important 
to look at all of the taxes that 
companies pay. 
For our case study company the Paying 
Taxes results show that on average 
more than nine taxes are paid with 
corporate income tax representing 
just 12% of tax payments, 25% of 
the compliance time and 36% of the 
tax cost.

Paying taxes is easiest in high 
income economies, while only 
22% of low income economies 
are in the first or second 
quartile for the overall ranking. 
Tax revenues are a more sustainable 
source of financing for developing 
countries than debt or aid, so good 
tax systems can help to meet the 
Millennium Development goals.

The majority of economies in 
the Paying Taxes study charge 
corporate income tax or a 
similar tax on the profits of the 
case study company. 
Only ten economies do not levy a 
corporate income tax or similar tax 
on our case study company and in a 
further three no corporate income 
tax is paid due to the availability of 
generous reliefs and allowances.

Multiple employer social 
contributions can add to the 
tax cost, and also to complexity 
and the compliance burden.
Multiple taxation raises the cost of 
doing business increasing the number 
of payments that need to be made and 
the number of hours required.

The time needed to 
comply with VAT varies 
considerably around the 
world and even between 
neighbouring countries. 
Administrative procedures vary from 
country to country and this has a 
significant impact on how long it takes 
to comply with VAT.

Different government practice 
in administering other 
taxes can also impact the 
compliance burden. 
Complicated or ambiguous tax 
rules, additional layers of taxation 
and the need to deal with different 
tax authorities can all increase the 
complexity and compliance burden.

Efficient online systems make 
paying taxes easier for both 
business and government. 
Electronic filing and payment reduces 
the amount of paperwork, allows a 
more targeted and risk based approach 
to audit and compliance and can help 
eliminate corruption. 

The Paying Taxes study enables 
governments to benchmark 
their tax system. 
The use of a case study company 
enables a comparison with relevant 
peer groups including geographic 
neighbours or economies in the same 
economic grouping.

The purpose of the Paying 
Taxes study is to provide data 
to inform the discussion around 
tax policy, tax administration, 
and to encourage dialogue 
on reform. 
Dealing with tax audits and disputes 
was the area that most contributors 
wanted to improve followed by the 
approach of the tax authorities.

*  See figure 2.6
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In the words of Oliver Wendell Holmes, 
U.S. Supreme Court of Justice in 
1904, “Taxes are what we pay for a 
civilized society.” Governments need 
sustainable funding for social programs 
and public investments to promote 
economic growth and development. 
Programs providing health, education, 
infrastructure and other amenities are 
important to achieve a common goal 
of a prosperous, functional and orderly 
society. Those programmes require 
governments to raise revenue.

The private sector plays an essential 
role in contributing to economic 
growth and prosperity. Companies 
contribute to socio-economic 
development by employing workers, 
improving the skills and knowledge 
base, buying from local suppliers 
and providing products and services 
that improve people’s lives. They also 
contribute to government revenues 
through generating and paying taxes. 

About Paying Taxes

The Paying Taxes study is unique 
because it generates a set of indicators 
that measure the world’s tax systems 
from the point of view of business 
and also because it covers the full 
range of taxes paid in 183 economies, 
measuring how business complies 
with the different tax laws and 
regulations in each economy. As well 
as corporate income tax on profits, 
business pays employment taxes, social 
contributions, indirect taxes, property 
taxes and a whole variety of smaller 
levies including environmental taxes. 
The impact that tax systems have on 
business is therefore important.

This is the seventh year that the Paying 
Taxes indicators have been included in 
Doing Business project run by the World 
Bank Group. The indicators measure 
the ease of paying taxes for a small to 
medium-sized domestic company, in all 
of the 183 economies that it covers. 



“ Taxes are what we pay for  
a civilized society.” 

Oliver Wendell Holmes 
U.S. Supreme Court of Justice (1904)
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The objectives of the study are:

• to provide data which can be 
compared between economies on a 
like-for-like basis;

• to facilitate the benchmarking 
of tax systems within relevant 
economic and geographical 
groupings, which can provide an 
opportunity to learn from peer 
group economies; and 

• to enable an in-depth analysis of 
the results which can be used to 
help identify good practices and 
possible reforms.

Paying Taxes uses a case study scenario 
to measure the taxes and contributions 
paid by a standardised business and 
the complexity of an economy’s tax 
compliance system. This case scenario 
uses a set of financial statements 
and assumptions about transactions 
made over the year. Tax experts from 
a number of different firms in each 
economy (including PwC*), compute 
the taxes and mandatory contributions 
due in their jurisdiction, based on 
the standardised case study facts. 
Information is also compiled on the 
frequency of filing and payments, as 
well as the time taken to comply with 
tax laws in an economy. The case 
study company is not intended to be a 
representative company, but has been 
constructed to facilitate a comparison 
of the world’s tax systems on a like-for-
like basis. 

Paying Taxes covers both the cost of 
taxes which are borne by the case 
study company and the administrative 
burden of tax compliance for the 
company. Both are important from the 
business point of view and these are 
measured using three sub-indicators:

• the Total Tax Rate (the cost of all 
taxes borne);

• the time needed to comply with 
the major taxes (profit taxes, 
labour taxes, and mandatory 
contributions, and consumption 
taxes); and

• the number of tax payments.

All three sub-indicators are equally 
weighted to arrive at an overall 
ranking, however it is important to 
look at each one separately, as each 
measures a different aspect of the tax 
system, generating important findings 
that are not necessarily revealed in the 
overall ranking.

The results for each sub-indicator, 
split by type of tax, and the full set 
of rankings, calculated on a basis 
which is consistent with previous 
years, are included in Appendix 4 of 
this publication. Further details are 
also available on the PwC website. 
The full methodology for the case 
study company and the indicators 
is explained in Appendix 1, and a 
description of the Doing Business 
project as a whole is set out in 
Appendix 2.

Chapter 1 of this publication sets 
out the perspective from the World 
Bank Group. It looks at why tax rates 
and tax administration matter, and 
includes a discussion of reforms 
and good practices with a focus on 
electronic filing, one tax per base and 
self assessment. 

Chapter 2 provides a further analysis 
by PwC of the sub-indicators, which 
includes a look at the average picture 
for ease of paying taxes around the 
world, an assessment of how the 
Paying Taxes results have changed 
over the years and a focus on each 
of the indicators using a sample of 
economies and some regional and 
economic comparisons. 

Chapter 3 includes a number of 
commentaries from PwC firms around 
the world which illustrate how this 
data is being used in practice to 
inform and stimulate discussion with 
governments. These commentaries 
also refer to some of the reforms that 
have been and are being implemented 
to address the issues arising in 
such dialogues. 

*  ‘PwC’ refers to the network of member firms of PricewaterhouseCoopers International Limited (PwCIL), or, as the context 
requires, individual member firms of the PwC network.
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Paying Taxes and Doing Business

As for previous years, the overall paying taxes ranking included 
in this report continues to use a simple average of the percentile 
rankings for each of the sub indicators. These rankings are set 
out in Appendix 4. 

This year the rankings in this report differ from those used by 
the World Bank Group in the Doing Business 2012 report where a 
change of the methodology is being piloted to address a number 
of issues that have been raised through discussion with various 
stakeholders. The Doing Business report has applied a threshold 
to the ranking for the Total Tax Rate to seek to mitigate the 
effect of low Total Tax Rates on the rankings.

Paying Taxes covers both the 
cost of taxes which are borne 
by the case study company 
and the administrative
burden of tax compliance.
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Imagine a woman named Amina who 
owns a manufacturing company in 
Morocco. In 2004 she had to make 
28 payments and spend more than 
44 days (358 hours) to comply with 
tax regulations. Today, thanks to 
changes over the past seven years, her 
administrative burden is lighter. The 
government merged many taxes and 
eliminated others, and now Amina 
needs to make only 17 payments a 
year as measured by Doing Business. 
A new electronic filing and payment 
system, now fully implemented, saves 
Amina 15 days a year (120 hours). This 
is time she can invest in developing 
her business. “New technology 
makes compliance easier and more 
transparent,” said Mahat Chraibi, a 
partner at PwC Morocco. “This is one 
example of how technology helps to 
bridge the development gap.”   

Findings of the  
World Bank and  
IFC’s Doing Business 
2012 report

Doing Business records the taxes 
and mandatory contributions that a 
medium-size company must pay in 
a given year and also measures the 
administrative burden of paying taxes 
and contributions. It does this with 
three indicators: payments, time and 
the Total Tax Rate borne by a case 
study firm in a given year. The number 
of payments indicates the frequency 
with which the company has to file 
and pay different types of taxes and 
contributions, adjusted for the way in 
which those payments are made. The 
time indicator captures the number 
of hours it takes to prepare, file and 
pay three major types of taxes: profit 
taxes, consumption taxes, and labour 
taxes and mandatory contributions. 
The Total Tax Rate measures the 
tax cost borne by the standard firm 
(Figure 1.1).   

Chapter 1
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In 2004 Amina had to 
make 28 payments and 
spend more than 44 days 
(358 hours) to comply with 
tax regulations. Today, 
thanks to changes over 
the past seven years, her 
administrative burden 
is lighter.

Figure 1.1: What are the time, Total Tax Rate and number of payments 
necessary for a local medium size company to pay all taxes?

To prepare, file and pay value added or sales tax, 
profit tax and labour taxes and contributions

Total Tax Rate (% of profit before all taxes)

Number of payments (per year)

Time (hours per year)
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With these indicators Doing Business 
compares tax systems and tracks 
tax reforms around the world from 
the perspective of local businesses, 
covering both the direct cost of 
taxes and the administrative burden 
of complying with them. The 
methodology looks at the statutory 
incidence of taxes, and includes all 
taxes and contributions that the 
case study firm is obliged to pay. 
This does not mean that the entire 
burden falls on the firm; eventually 
the cost is shared among the owners, 
customers, workers and suppliers of 
the firm. The indicators do not measure 
the fiscal health of economies, the 
macroeconomic conditions under 
which governments collect revenue 
or the provision of public services 
supported by taxation.  

Why do tax rates and tax 
administration matter?  
Oliver Wendell Holmes, a former U.S. 
supreme court justice, said, “Taxes are 
what we pay for a civilized society.” 
Governments need sustainable 
funding for social programs and 
public investments to promote 
economic growth and development. 
Programs providing health, education, 
infrastructure and other amenities 
are important to achieve a common 
goal of a prosperous, functional and 
orderly society. And they require that 
governments raise revenues. This is 
so even in low-income economies that 
often receive large amounts of external 
assistance to help meet their needs. 
Taxation not only pays for public goods 
and services; it is a key ingredient of 
the social contract between citizens 
and the economy and thus key to 
building effective government. How 
taxes are raised and spent shapes 
the legitimacy of governments by 
promoting their accountability to 
taxpaying citizens and by encouraging 
effective administration and good 
public financial management.1   

All governments need revenue, but 
the challenge is to carefully choose 
not only the level of tax rates but also 
the tax base. Governments also need 
to design a tax compliance system 
that will not discourage taxpayers 
from participating. Tax rates and 
burdensome tax administration remain 
a top obstacle to business. Recent firm 
surveys in 123 economies show that 
companies consider tax rates to be 
among the top three constraints to 
their business, and tax administration 
to be among the top eight.2 Firms in 
economies that rank better on the ease 
of paying taxes tend to perceive both 
tax rates and tax administration as less 
of an obstacle to business (Figure 1.2).  

Figure 1.2: Tax administration and tax rates perceived as less of an obstacle in 
economies that rank better on the ease of paying taxes

Note: Relationships are significant at the 1% level and remain significant when controlling for income per capita. 
Source: Doing Business database; World Bank Enterprise Surveys (2006–10 data).

Economies ranked by ease of paying taxes, quintiles

Easiest Most difficult

High High

Low Low

Economies ranked by ease of paying taxes, quintiles

Share of firms perceiving tax administration as an 
obstacle to business

Share of firms perceiving tax rates as an obstacle 
to business

Easiest Most difficult

1 FIAS 2009. “Taxation as State Building: Reforming Tax Systems for Political Stability and Sustainable Economic Growth.” World Bank Group, Washington, DC. 
2 Companies ranked 16 obstacles to business in World Bank Group Enterprise Surveys in 2006–10 (http://www.enterprisesurveys.org). 
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Why tax rates matter  
The size of the tax cost for businesses 
matters for investment and growth. 
Where taxes are high, businesses are 
more inclined to opt out of the formal 
sector. A recent study shows that higher 
tax rates are associated with fewer 
formal businesses and lower private 
investment. A ten percentage point 
increase in the effective corporate 
income tax rate is associated with a 
reduction in the ratio of investment 
to GDP of up to two percentage points 
and a decrease in the business entry 
rate of about one percentage point.3 
A tax increase equivalent to 1% of 
GDP reduces output over the next 
three years by nearly 3%.4 Research 
looking at multinational firms’ 
decisions on where to invest suggests 
that a one percentage point increase 
in the statutory corporate income tax 
rate would reduce the local profits 
from existing investment by 1.3% 
on average.5 A one percentage point 
increase in the effective corporate 
income tax rate reduces the likelihood 
of establishing a subsidiary in an 
economy by 2.9%.6 

Profit taxes are only part of the total 
business tax cost – less than 36% on 
average. In República Bolivariana de 
Venezuela, for example, the nominal 
corporate income tax is based on 
a progressive scale of 6–34% of 
net income, but the total business 
tax bill, after taking into account 
deductions and exemptions, is 63.5% 
of commercial profit because of one 
other profit tax, four labour taxes 
and contributions, one sales tax, one 
property tax and three other taxes.   

Keeping tax rates at a reasonable level 
can encourage the development of the 
private sector and the formalisation 
of businesses. This is particularly 
important for small and medium-
size enterprises, which contribute to 
growth and job creation but do not add 
significantly to tax revenue.7 Typical 
distributions of tax revenue by firm size 
for economies in sub-Saharan Africa 
and the Middle East and North Africa 
show that micro, small and medium-
size enterprises make up more than 
90% of taxpayers but contribute only 
25–35% of revenue.8 Thus imposing 
high tax costs on businesses of this size 
might not add much to government tax 
revenue, but it might cause businesses 
to become informal or, in the worst 
case, to never exist at all.   

In Brazil a tax simplification scheme 
for microenterprises (SIMPLES) that 
consolidated several taxes, leading to a 
reduction in the overall tax cost of 8%, 
resulted in an 11.6% increase in the 
business licensing rate, a 6.3% increase 
in the registration of microenterprises 
and a 7.2% increase in the number of 
firms registered with the tax authority. 
Budgetary revenue rose by 7.4% as a 
result of increased tax payments and 
social security contributions. SIMPLES 
was also found to increase the 
revenues, profits, paid employment and 
fixed capital of formalised firms.9   

Businesses care about what they get 
for their taxes. Extensive and efficient 
infrastructure is critical for the sound 
functioning of an economy because it 
plays an important part in determining 
the location of economic activity and 
the kinds of activities or sectors that 
can develop. A healthy workforce is 
vital to an economy’s competitiveness 
and productivity – so investing in the 
provision of health services is clearly 
essential for economic as well as moral 
reasons. Basic education increases the 
efficiency of each worker, and good-
quality higher education and training 
allow economies to move up the value 
chain beyond simple production 
processes and products.   

The size of the tax  
cost for businesses 
matters for investment 
and growth.

3  Djankov, Simeon, Tim Ganser, Caralee McLiesh, Rita Ramalho and Andrei Shleifer. 2010. “The Effect of Corporate Taxes on Investment and Entrepreneurship.” American Economic 
Journal: Macroeconomics 2 (3): 31–64. 

4  Romer, Christina, and David Romer. 2010. “The Macroeconomic Effects of Tax Changes: Estimates Based on a New Measure of Fiscal Shocks.” American Economic Review 100: 
763–801. 

5 Huizinga, Harry, and Luc Laeven. 2008. “International Profit Shifting within Multinationals: A Multi-Country Perspective.” Journal of Public Economics 92: 1164–82. 
6  Nicodème, Gaëtan. 2008. “Corporate Income Tax and Economic Distortions.” CESifo Working Paper 2477, CESifo Group, Munich.
7  Hibbs, Douglas A., and Violeta Piculescu. 2010. “Tax Toleration and Tax Compliance: How Government Affects the Propensity of Firms to Enter the Unofficial Economy.” American 
Journal of Political Science 54 (1): 18–33. 

8 International Tax Dialogue. 2007. “Taxation of Small and Medium Enterprises.” Background paper for the International Tax Dialogue Conference, Buenos Aires, October. 
9  Fajnzylber, Pablo, William F. Maloney and Gabriel V. Montes-Rojas. 2011. “Does Formality Improve Micro-Firm Performance? Evidence from the Brazilian SIMPLES Program.” Journal of 
Development Economics 94 (2): 262–76. 
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But how effectively tax revenue is 
converted into public goods and 
services varies around the world. 
Recent data from the World Economic 
Forum show that in economies such 
as France high tax rates fund high 
levels of public goods and services 
such as infrastructure, health, 
primary education, higher education 
and training (Figure 1.3). The data 
show the opposite for economies 
such as Bolivia and Chad. Economic 
development often generates 
additional needs for tax revenue to 
finance a rise in public spending, but at 
the same time it requires the economy’s 
ability to raise revenue to meet these 
needs. More important than the level 
of taxation, however, is how revenue is 
used. In economies such as Canada and 
Denmark Total Tax Rates are moderate, 
but the public services provided rank 
high in a global comparison.10 In 
developing economies high tax rates 
and weak tax administration are not 
the only reasons for low tax collection. 
The tax base is much narrower because 
most workers earn very low wages or 
are in the informal sector.   

Why tax administration matters
Efficient tax administration can help 
encourage businesses to become 
formally registered and the economy 
to grow – and thus expand the tax 
base and increase tax revenues. 
Administration that is unfair and 
capricious will bring the tax system 
into disrepute and weaken the 
legitimacy of government. In many 
transition economies in the 1990s, 
failure to improve tax administration 
when new tax systems were introduced 
resulted in very uneven imposition 
of taxes, widespread tax evasion and 
lower-than-expected revenue.11  

Figure 1.3: High tax rates do not always lead to high tax revenue or 
good public services

Note: Quality of infrastructure, health and education refers to the average of the rankings on infrastructure, on health and 
primary education and on higher education and training as measured by the Global Competitiveness Index  
(see http://gcr.weforum.org/gcr2010/). Tax collection covers corporate income, value added and personal income taxes. 
Source: World Economic Forum 2010; U.S. Agency for International Development, Fiscal Reform and Economic 
Governance Project (2009 data); Doing Business database.
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10  World Economic Forum. 2010. Global Competitiveness Report 2010–2011. Geneva: World Economic Forum.11. Bird, Richard. 2010. “Smart Tax Administration.” Economic Premise 
(World Bank Group) 36: 1–5. 

11 Bird, Richard. 2010. “Smart Tax Administration.” Economic Premise (World Bank) 36: 1–5.
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Compliance with tax laws is important 
to keep the system working for all 
and to support the programs and 
services that improve lives. One way 
to encourage compliance is to keep the 
rules as clear and simple as possible. 
Overly complicated tax systems are 
associated with high evasion. High 
tax compliance costs are associated 
with larger informal sectors, more 
corruption and less investment. 
Economies with simple, well-designed 
tax systems are able to help the growth 
of businesses and, ultimately, the 
growth of overall investment and 
employment.12   

Low tax compliance cost and efficient 
procedures can make a big difference 
for firms. In Hong Kong SAR, China, 
for example, the standard case study 
firm would have to make only three 
payments a year, the lowest number 
of payments globally (Figure 1.4). 
In Singapore it would have to make 
five payments, still among the lowest 
requirements in the world. In Ireland, 
complying with profit tax, value added 
tax, and labour taxes and contributions 
takes only 76 hours a year, less than 
ten working days. These numbers are 
among the reasons that these three 
economies rank among the top ten.   

Recent research found that it takes the 
Doing Business case study company 
longer on average to comply with 
value added tax than to comply with 
corporate income tax. But the time 
it takes the company to comply with 
value added tax requirements varies 
widely, and the research shows 
that differences in administrative 
practices and in how value added tax is 
implemented are key reasons for this. 
Compliance tends to take less time in 
economies where value added tax is 
administered by the same tax authority 
as the one that deals with corporate 
income tax. The use of online filing and 
payment greatly reduces compliance 
time. The frequency and length of 
value added tax returns also matter. 
Requirements to submit invoices or 
other documentation with the returns 
add to compliance time. Streamlining 
the compliance process and reducing 
the time needed to comply is important 
for value added tax systems to 
work efficiently.13  

Figure 1.4: Who makes paying taxes easy and who does not – and where is the 
Total Tax Rate highest?

Payments (number per year)

Fewest Most

Hong Kong SAR, China 3 Senegal 59

Maldives 3 Congo, Rep. 61

Qatar 3 Côte d'Ivoire 62

Georgia 4 Serbia 66

Norway 4 Tajikistan 69

Sweden 4 Venezuela, RB 70

Singapore 5 Sri Lanka 71

Bhutan 6 Jamaica 72

Mexico 6 Romania 113

Timor-Leste 6 Ukraine 135

Time (hours per year)

Fastest Slowest

Maldives 0a Cameroon 654

United Arab Emirates 12 Ukraine 657

Bahrain 36 Senegal 666

Qatar 36 Mauritania 696

Bahamas, The 58 Chad 732

Luxembourg 59 Venezuela, RB 864

Oman 62 Nigeria 938

Switzerland 63 Vietnam 941

Ireland 76 Bolivia 1,080

Seychelles 76 Brazil 2,600

Total Tax Rate (% of profit)

Highest

Colombia  74.8 

Bolivia  80.0 

Tajikistan  84.5 

Eritrea  84.5 

Uzbekistan  97.5 

Sri Lanka  105.2b 

Argentina  108.2b 

Comoros  217.9b 

Gambia, The  283.5b 

Congo, Dem. Rep.  339.7b 

Note: The indicator on payments is adjusted for the possibility of electronic or joint filing and payment when used by the 
majority of firms in an economy. See the data notes for more details.  
a  In Maldives, where the hotel and tourism industry provides most tax revenue, the 3 major types of taxes covered by the 
time indicator do not exist. 

b  Where the data show that taxes exceed profit, the company must apply a price markup of more than 120% of the cost of 
goods sold to pay its taxes under the assumptions of the Doing Business case study. See the data notes for more details. 

Source: Doing Business database.

12  Djankov, Simeon, Tim Ganser, Caralee McLiesh, Rita Ramalho and Andrei Shleifer. 2010. “The Effect of Corporate Taxes on Investment and Entrepreneurship.” American Economic 
Journal: Macroeconomics 2 (3): 31–64. 

13 Symons, Susan, Neville Howlett and Katia Ramirez Alcantara. 2010. The Impact of VAT Compliance on Business. London: PwC.
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Regulatory reforms and 
global good practices  
In the past seven years more than 60% 
of the 183 economies covered by Doing 
Business implemented changes aimed 
at simplifying tax administration 
and reducing the tax burden – 244 
such reforms in all. In 2010/11, 33 
economies made it easier to pay taxes 
or reduced tax rates. Introducing 
electronic systems to make compliance 
easier was the most common feature of 
tax reform for the first time since 2004. 
Over the past seven years the most 
common features were reducing tax 
rates, introducing electronic systems 
and simplifying tax compliance by 
reducing the frequency of filing or 
allowing joint payment and filing of 
several taxes.   

Reducing tax rates  
The Total Tax Rate measures 
the burden of all the taxes that a 
company must pay in relation to its 
commercial profit. Thus all kinds 
of taxes that impose a cost on the 
firm are considered: profit taxes, 
property taxes, labour taxes and 
mandatory contributions paid by the 
employer, certain sales taxes, and 
other payments that do not require 
filing, such as property transfer taxes, 
stamp duties, dividend tax, capital 
gains tax, financial transactions tax, 
environmental tax, and vehicle and 
road tax.   

Globally, the average Total Tax 
Rate is 44.8% of profit. For the 174 
economies included in the sample in 
Doing Business 2006, the average is 
7.4 percentage points lower than it 
was seven years ago (Figure 1.5). This 
reduction reflects the 133 reductions 
of profit tax rates by two or more 
percentage points recorded by Doing 
Business in the past seven years – 
including those in eight economies in 
2010/11. These eight economies, most 
of which had statutory tax rates of 
more than 30% on companies’ profit, 
had an average Total Tax Rate of 75.3% 
before these reductions. Until 2010/11 
reducing profit tax rates was the most 
common feature of tax reform globally. 
Economies in Eastern Europe and 
Central Asia, and OECD high-income 
economies reduced profit tax rates the 
most, followed by sub-Saharan Africa.   

Figure 1.5: Eastern Europe and Central Asia has biggest reduction in Total 
Tax Rates

Note: The increase in the average Total Tax Rate in the South Asia region is driven by one major reform in one economy 
that increased the Total Tax Rate in 2010 by 48.4 percentage points between 2004 and 2010. Without this outlier, the 
average Total Tax Rate for the region would be 38.4%. The data sample for DB2006 (2004) includes 174 economies. 
The sample for DB2012 (2010) also includes The Bahamas, Bahrain, Brunei Darussalam, Cyprus, Kosovo, Liberia, 
Luxembourg, Montenegro and Qatar, for a total of 183 economies. 
Source: Doing Business database.
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Labour taxes and government-
mandated contributions paid by the 
employer account on average for 
36.2% of the Total Tax Rate in the 183 
economies covered by Doing Business. 
In some economies the statutory 
incidence of labour taxes falls on the 
employee rather than the employer. 
This case is beyond the scope of the 
Doing Business analysis and is not 
captured by any of the paying taxes 
indicators. Twelve economies do not 
require the payment of any social 
security contributions or labour 
taxes – Afghanistan, Bangladesh, 
Botswana, the Comoros, Eritrea, 
Ethiopia, Georgia, Lesotho, Maldives, 
Timor-Leste, Tonga, and West 
Bank and Gaza.14 But the other 171 
economies studied (93.4% of the total) 
collect some form of social security 
contributions, paid by the employer, 
the employee or both. In nine 
economies – Brunei Darussalam; Hong 
Kong SAR, China; Kiribati; Kosovo; the 
Federated States of Micronesia; Palau; 
Serbia; St. Lucia; and Vanuatu – the 
employee and employer pay the same 
share of social security contributions, 
while in 20 economies the employee 
pays a higher share than the employer 
(Figure 1.6).   

In five economies taxes and mandatory 
contributions for the standard case 
study firm add up to more than 100% 
of profit, ranging from 105.2% to 
339.7% (see Figure 1.4). Doing Business 
assumes that the case study firm has a 
gross margin of 20%.15 Because taxes 
are calculated on the gross amount, the 
size of the margin directly affects the 
ratio. For example, in the Democratic 
Republic of Congo, where the Total 
Tax Rate equals 339.7%, the company 
would have to have a gross profit 
margin of 30% to be able to meet its 
tax liability.16   

Figure 1.6: In most economies employers pay a larger share of  
social security contributions

Note: Includes 171 economies that levy labour taxes or social security contributions. Personal income tax is not included.
Source: Doing Business database.

Economies where employers 
pay the most (83%)

Economies where employees 
pay the most (12%)

Economies where employers and employees
pay the same share (5%)

14 This does not include personal income tax; it includes only labour taxes and social security contributions mandated in addition to any personal income tax. 
15 That is, sales are 120% of the costs of goods sold. 
16  Here, gross profit margin refers to sales minus costs divided by sales, where the sales have been adjusted to a level at which the case study company’s profit in the Democratic 

Republic of Congo would exceed the amount of taxes due. Given the original assumption in the case study of a gross margin of 20%, or 120% of the costs of goods sold, in the 
Democratic Republic of Congo sales would have to be 142% of the costs of goods sold for the case study company to be able to meet its tax obligation. 
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Making tax compliance easier
Complying with tax regulations takes 
29 payments and 277 hours a year on 
average. This reflects improvements, 
with tax compliance taking five 
payments and 46 hours fewer today 
than it did seven years ago (Figure 1.7).   

And making the process easier 
continues to be a concern. In 2010/11, 
23 economies made compliance easier, 
by introducing or enhancing electronic 
systems, simplifying tax compliance 
or merging or eliminating some taxes 
(Figure 1.8). Eleven of these did so 
as part of ongoing reforms that had 
begun in 2009 or earlier. For example, 
Doing Business has recorded reforms 
easing tax compliance in Mexico every 
year since 2005/06. In 2010 Mexico 
continued to reduce the administrative 
burden on businesses by eliminating 
some filing requirements for firms, 
including the obligation to file yearly 
value added tax returns.   

Offering electronic filing 
and payment 
An electronic system for filing and 
paying taxes, if implemented well 
and used by most taxpayers, benefits 
both tax authorities and firms. For 
tax authorities, electronic filing 
lightens the workload and reduces 
operational costs – such as the costs of 
processing, storing and handling tax 
returns. At the same time, it increases 
tax compliance and saves time. For 
taxpayers, electronic filing saves 
time by reducing calculation errors 
on tax returns and making it easier 
to prepare, file and pay taxes.17 And 
both sides benefit from a reduction 
in potential incidents of corruption, 
which are more likely to occur with 
more frequent contact with tax 
administration staff.18   

Figure 1.7: Administrative burden eased the most in Eastern Europe and 
Central Asia

Note: The data sample for DB2006 (2004) includes 174 economies. The sample for DB2012 (2010) also includes The 
Bahamas, Bahrain, Brunei Darussalam, Cyprus, Kosovo, Liberia, Luxembourg, Montenegro and Qatar, for a total of 183 
economies. DB2006 data are adjusted for any data revisions and changes in methodology and regional classifications 
of economies. 
Source: Doing Business database.
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17  Che Azmi and Kamarulzaman 2010. Che Azmi, Anna, and Yusniza Kamarulzaman. 2010. “Adoption of Tax E-filing: A Conceptual Paper.” African Journal of Business Management 4 (5): 
599–603. 

18 James, Sebastian. 2009. A Handbook for Tax Simplification. Washington, DC: International Finance Corporation. Available at http://ssrn.com/abstract=1535499. 
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Rolling out an electronic filing and 
payment system and educating 
taxpayers in its use are not easy tasks 
for a government. The necessary 
infrastructure must be put into place, 
especially where not all citizens 
have broadband access. Consider the 
example of India, where the Central 
Board of Direct Taxes took a series of 
steps to ensure a smooth process:   

• Publishing detailed help manuals 
on the forms and how to complete 
them on its website.  

• Providing free, downloadable 
software for preparing tax returns 
on its website. 

• Organising, in collaboration 
with the Institute of Chartered 
Accountants of India, live phone-
in question-and-answer sessions 
with accountants.

• Distributing CDs with software 
and help content to accountants, 
trade bodies, and professional and 
business associations through tax 
offices throughout India.  

• Setting up help centres at all field 
office headquarters.  

• Organising meetings and 
seminars with taxpayers and 
tax practitioners. 

• Answering taxpayers’ queries by 
phone and e-mail at the call centre. 

India is far from the only one to 
undertake the challenging process 
of introducing an electronic option. 
By 2010, 66 economies had fully 
implemented electronic filing and 
payment of taxes. Twenty of them 
adopted the system in the past 
seven years. Ten OECD high income 
economies have made electronic filing 
and payment mandatory. And this 
trend is likely to continue. In the next 
few years many other OECD high-
income economies, having introduced 
requirements for electronic filing and 
payment for larger businesses, plan to 
extend them to smaller ones.19   

Figure 1.8: Who made paying taxes easier and lowered the tax burden in 2010/11 
– and what did they do?

Feature Economies Some highlights

Easing 
compliance

Introduced 
or enhanced 
electronic 
systems

Armenia, Belarus, 
Belize, Colombia, Costa 
Rica, Georgia, India, 
Republic of Korea, 
Morocco, Nicaragua, 
Peru

Colombia established mandatory 
electronic filing and payment for 
major taxes, including corporate 
income tax and value added tax.

Simplified tax 
compliance 
process

Armenia, Belarus, 
Burundi, Finland, 
Georgia, Mexico, 
Montenegro, Romania, 
Rwanda

Burundi reduced the frequency 
of payment for social security 
contributions from monthly to 
quarterly.

Merged or 
eliminated 
taxes other 
than profit tax

Belarus, Canada, 
Côte d'Ivoire, Iceland, 
Republic of Korea,  
Montenegro, Romania, 
Seychelles, Sri Lanka, 
Ukraine

Côte d'Ivoire retired the 
contribution for national 
reconstruction, a tax it had 
established 5 years before.

Reducing  
tax rates

Reduced profit 
tax rate by two 
percentage 
points or more

Canada, The Gambia, 
Greece, New Zealand, 
Sri Lanka, Togo, 
Ukraine, Republic 
of Yemen

New Zealand's 2010/11 budget 
reduced its corporate income tax 
rate from 30% to 28%.

Reduced 
labour 
taxes and 
mandatory 
contributions

New Zealand, Turkey Turkey lowered its social security 
contribution rate from 19.5% to 
14.5% by offering a 5% rebate 
to companies complying with 
all their social security filing 
and payment liabilities by 
the deadlines.

Introducing 
new systems

Introduced 
new or 
substantially 
revised 
tax law

Belarus, Czech 
Republic, Oman, 
Ukraine, Republic 
of Yemen

The Czech Republic revised 
its tax legislation to simplify 
provisions relating to 
administrative procedures 
and relationships between tax 
authorities and taxpayers.

Introduced 
change in 
cascading 
sales tax

Democratic Republic 
of Congo, St. Kitts 
and Nevis

The Democratic Republic of 
Congo replaced its sales tax with 
a value added tax.

Source: Doing Business database.

19 World Bank Group, Investment Climate Advisory Services, Global Tax Team. 
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Forty-nine economies have one tax per 
tax base for taxes measured by Doing 
Business (Figure 1.9). This keeps things 
simple. Having more types of taxes 
requires more interaction between 
businesses and tax agencies. It also 
complicates tax compliance. In 17 
economies businesses must prepare 
one return for corporate income tax 
and another for an additional tax on 
profit. In India, Lesotho, São Tomé and 
Príncipe, South Africa and Ukraine, 
besides the profit tax, companies are 
subject to a tax levied on dividends 
distributed to shareholders.   

Figure 1.9: Good practices around the world in making it easy to pay taxes

Practice Economiesa Examples

Allowing self-
assessment

145 Argentina, Canada, China, Arab Republic of Egypt, 
Rwanda, Sri Lanka, Turkey

Allowing electronic 
filing and payment 

66 Australia, Colombia, India, Lithuania, Mauritius, 
Singapore, Tunisia

Having one tax per 
tax base 

49 Hong Kong SAR, China; FYR Macedonia; Morocco; 
Namibia; Paraguay; United Kingdom

a Among 183 economies surveyed.  
Source: Doing Business database.

Electronic filing and payment of 
taxes has made a big difference for 
businesses in some economies in Latin 
America and the Caribbean. Belize, 
Colombia, Costa Rica and Nicaragua 
had made online filing and payment 
available since the beginning of 
2000. But the new systems were fully 
implemented only in 2010 because 
taxpayers needed time to get used 
to them. The biggest improvements: 
Nicaragua reduced the number of 
payments by 22 and compliance 
time by 15 hours, and Costa Rica cut 
payments by 11 and time by 26 hours.  

Companies saw similar improvements 
in the ease of tax compliance in 
Georgia, where most were able to take 
advantage of the electronic system 
only recently. India made paying 
taxes easier by introducing electronic 
filing for the state value added tax in 
2010. This lowered the total number 
of payments from 56 to 33. Unlike 
the Latin American economies, India 
made electronic filing and payment 
mandatory, phasing in the change over 
time – first for corporate income tax, in 
2006, then for the federal value added 
tax, in 2009.   

Keeping it simple: one tax base, 
one tax  
Some 235 years after Adam Smith 
proclaimed simplicity to be one of the 
pillars of the effective tax system,20 
multiple taxation – where the same 
tax base is subject to more than one 
tax treatment – appears to be making 
tax compliance inconvenient and 
cumbersome for taxpayers in many 
economies. Multiple taxation increases 
the cost of doing business for firms 
because it increases the number 
of payments they must make and 
frequently the compliance time as 
well. Different forms have to be filled 
out, often requiring different methods 
for calculating the tax. In Haiti, for 
example, the case study business is 
subject to the local tax on profit in 
addition to the corporate income tax. 
Multiple taxation also complicates 
tax administration for tax authorities 
and increases the cost of revenue 
administration for governments. And it 
risks damaging investor confidence in 
an economy. 

20 Smith, Adam. 1776. An Inquiry into the Nature and Causes of the Wealth of Nations. Facsimile of the 1st ed. Amherst, NY: Prometheus Books, 1991. 
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Businesses in the Republic of Korea 
no longer need to calculate numerous 
taxes on the same base. Starting with 
the 2010 tax year, property taxes and 
city planning taxes are being merged 
with other taxes. And thanks to an 
effort aimed at unifying social security 
laws and administration, businesses 
can now file and pay four labour taxes 
and contributions jointly. This freed 
them from the requirement to file 
additional returns and bear additional 
tax compliance costs.   

Canada continued efforts to harmonise 
and simplify its tax system. After 
harmonising federal and provincial 
profit taxes beginning in the 2009 tax 
year, the country unified federal and 
municipal sales taxes in Ontario and 
British Columbia, lessening the tax 
compliance burden. Beginning in the 
2010 tax year businesses are subject 
only to the federal harmonised sales 
tax, which replaces the former federal 
goods and services tax and provincial 
sales tax. The harmonisation creates 
a tax regime that is easy to administer 
and easy to comply with. 

In the past seven years 40 economies 
eliminated and merged some taxes to 
simplify tax compliance and reduce 
costs for firms. Another way to make 
compliance easier when firms are 
subject to numerous taxes is to allow 
joint filing and payment of taxes levied 
on the same base. Firms in Colombia 
face four different taxes on salaries 
– but can meet these tax obligations 
by filing one form and making one 
payment. In most OECD high-income 
economies taxes levied on the same 
base are paid and filed jointly, and 
as a result the average number of 
payments across all economies in this 
group is only 13. Compare this with the 
average of 29 payments across all 183 
economies covered by Doing Business. 
Joint filing and payment of taxes is not 
widespread in Latin America and the 
Caribbean, where the average is 32 
payments, or in Sub-Saharan Africa, 
where the average is 37. Seventy-two 
economies allow firms to file and pay 
several taxes jointly, greatly reducing 
the time they must spend to comply 
with these taxes.   

In the past seven 
years 40 economies 
eliminated and 
merged some taxes 
to simplify tax 
compliance and 
reduce costs for firms.

Adopting self-assessment as an 
effective tool for tax collection  
Driven by a desire to reduce 
administrative costs for tax authorities 
and aided by modern technology, 
most economies have adopted the 
principle of self-assessment. Taxpayers 
determine their own liability under the 
law and pay the correct amount. For 
governments, the computer system and 
software for self-assessment, if they 
function well, ensure effective quality 
control. Self-assessment systems 
generally make it possible to collect 
taxes earlier and reduce the likelihood 
of disputes over tax assessments.21 
They also lessen the discretionary 
powers of tax officials and reduce 
opportunities for corruption.22 To be 
effective, however, self-assessment 
needs to be properly introduced and 
implemented, with transparent rules, 
an automated reporting process, 
penalties for noncompliance and 
risk assessment procedures for 
audit processes.   

Economies that have introduced their 
tax system recently or undertaken 
major revision of their tax regulations 
have tended to adopt self-assessment 
principles. These include all economies 
in Eastern Europe and Central Asia 
and almost two-thirds in East Asia and 
the Pacific, the Middle East and North 
Africa, and South Asia.

21 OECD Forum on Tax Administration. 2011. Tax Administration in OECD and Selected Non-OECD Countries: Comparative Information Series (2010). Paris: OECD. 
22 Imam, Patrick A., and Davina F. Jacobs. 2007. “Effect of Corruption on Tax Revenues in the Middle East.” IMF Working Paper WP/07/270, International Monetary Fund, Washington, DC. 
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The private sector plays an essential 
role in contributing to economic 
growth and prosperity. Companies 
contribute to socio-economic 
development by employing workers, 
improving the skills and knowledge 
base, buying from local suppliers 
and providing products and services 
that improve people’s lives. They also 
contribute to government revenues 
through paying and generating 
taxes. The impact that tax systems 
have on companies is important 
and governments should continue 
to develop tax systems which foster 
business investment and economic 
growth. This is particularly important 
at present following the financial crisis 
and a global recession, as governments 
around the world are looking to the 
private sector as the engine for a return 
to economic growth.

PwC commentary

A fair, sustainable tax system – how can 
governments create an environment that fosters 
business investment and economic growth?

Following the downturn there is 
also an increased focus on the role 
that tax can play in international 
development. Tax revenues would be 
a more sustainable source of financing 
for developing countries which are 
currently reliant on debt or aid. 
However our analysis of these results 
shows that tax rates tend to be higher 
and the compliance burden heavier in 
the lower income economies. Paying 
taxes is often easier for companies in 
high income economies, which tend 
to have mature tax systems and more 
streamlined compliance processes. 
Reforming the tax system, by ensuring 
rates are at a reasonable level and 
making it easier to pay, will encourage 
local businesses to register and pay 
their taxes and can help developing 
country governments increase their 
tax revenues. 

Chapter 2



Reforming the tax system, by ensuring 
rates are at a reasonable level and 
making it easier to pay, will encourage 
local businesses to register and pay their 
taxes and can help developing country 
governments increase their tax revenues.   



The downward trend in the Paying 
Taxes results has been driven 
by many successful tax reforms 
showing that improving the tax 
system for business is high on 
governments’ agenda.  
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Levying tax is not an easy task for 
governments, and there is no single 
model for the best tax system. 
Governments need to ensure that their 
tax system supports their economic 
and social objectives, helping to 
create economic prosperity and 
stability, enabling them to provide the 
services required by their populations. 
Developing tax policy which supports 
government policy is very important; 
how the policy is administered is 
critical to ensure that tax laws are 
properly implemented, and to allow 
taxpayers to meet their obligations 
easily. Paying Taxes provides a wealth 
of data on how the tax system impacts 
business; and enables governments to 
benchmark aspects of their tax system 
on a like for like basis with peer groups 
of economies.

The purpose of the Paying Taxes study 
is to provide data to inform discussion 
of tax policy and tax administration, 
and to encourage dialogue on tax 
reform. Every year the results generate 
great interest and are discussed with 
governments, business and other 
stakeholders around the world. In 
chapter 3 we again provide feedback 
from a number of countries showing 
how the results are being used.

The Paying Taxes study is unique 
for a number of reasons, such as the 
large number of economies included, 
the breath of the taxes covered, the 
focus on both tax cost and compliance 
burden, and the time series from the 
six years of the study. In this section 
we provide a PwC commentary on the 
results for 2012, to highlight a number 
of themes, and assist readers in how to 
use the results. 
 

The Paying Taxes study looks at tax 
systems from the business perspective. 
The tax system is an important element 
of governments’ regulatory framework 
for the private sector and can be seen 
as a barrier to doing business. The 
World Bank Group has carried out 
Enterprise surveys in more than a 
hundred countries over a number of 
years. These show that the business 
community everywhere in the world 
cares deeply about the tax system. In 
a survey by PwC,25 chief executive 
officers around the world identified 
the tax system, along with labour 
laws, as the areas of regulation they 
would most like their government 
to improve. Our analysis shows that 
during the seven years that this study 
has been undertaken, paying taxes has 
become easier with a steady reduction 
in the results for all three indicators. 
The downward trend in the Paying 
Taxes results has been driven by many 
successful tax reforms showing that 
improving the tax system for business 
is high on governments’ agenda. 
Around the world governments have 
reduced tax rates, reformed their tax 
rules, simplified the process for filing 
and paying taxes and introduced 
online systems. This has resulted in 
an average improvement on all three 
Paying Taxes indicators of around 16%. 
However there is still a wide range of 
results and for some economies paying 
taxes has not become easier, and in 
some cases has become worse.

The Paying Taxes study measures 
three aspects of the tax system for 
business – one relating to the tax cost 
(the Total Tax Rate) and two to the 
compliance burden (the time spent 
on tax compliance, and the number 
of tax payments). The administrative 
burden and cost of complying with 
taxes is important from the business 
perspective, as well as the rate of 
tax paid. Our analysis shows that 
different administrative practices 
used by government play a key role in 
lowering or increasing the compliance 
burden. We continue to suggest that 
this area should receive even more 
attention going forward. Easing 
the compliance burden to make tax 
collection more efficient brings benefits 
for both government and business. 
The less time business spends on tax 
compliance the more time it has to 
focus on building the business and 
contributing to economic growth. 
At a time of pressure on government 
budgets it may be difficult to reduce tax 
rates. However, governments can do 
much to reduce the burden on business 
by simplifying administration.

Companies pay and generate 
many different taxes. As well as 
corporate income tax on profits, these 
include employment taxes, social 
contributions, indirect taxes and 
property taxes. The Paying Taxes 
results show on average that more than 
nine taxes are paid around the world, 
with corporate income tax representing 
just 12% of tax payments, 25% of the 
time spent on tax compliance and 36% 
of the tax cost. When considering how 
the tax system impacts business, and 
what companies contribute into the 
public finances, it is important to look 
at all of the taxes and contributions 
that companies pay.

25 12th Annual Global CEO survey – Redefining Success – published by PwC in 2009.
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The average picture for the 
ease of paying taxes around 
the world
Figure 2.1 shows the global average 
result for each of the Paying Taxes 
indicators, and also shows the range of 
results across the 183 economies in the 
study. On average, around the world 
our case study company makes 28.5 
tax payments in a year, takes 277 hours 
to comply with its tax affairs (or nearly 
seven weeks on a 40-hour week), and 
has a tax cost (Total Tax Rate) of 44.8% 
of its commercial profits.

Paying taxes has got easier in the last 
year (average result in Paying Taxes 
2011, 29.9 tax payments, 282 hours to 
comply, and a Total Tax Rate of 47.8%). 
Further discussion of the downward 
trend in results over the years of the 
Paying Taxes studies is on page 28.

Figure 2.1 also breaks down the 
global average results by type of tax. 
A consistent message from the Paying 
Taxes study is that corporate income 
tax is only part of the tax burden on 
business. Figure 2.2 shows that on 
average corporate income tax accounts 
for only 12% of the tax payments made 
by the case study company, 25% of 
the time spent on tax compliance, and 
36% of the tax cost. These percentages 
have hardly moved over the years 
of the Paying Taxes studies. When 
considering tax reform, it is important 
that governments look at all the taxes 
that companies pay.

On average, around the world the case 
study company pays 9.3 different taxes, 
including taxes on profit, labour taxes 
and social contributions, consumption 
tax, property taxes, and others. Further 
information on the different taxes that 
have to be paid around the world is on 
page 45.

Figure 2.1: The global average result for each indicator

Tax type
Total  

Tax Rate
Time to  
comply

Number of  
payments

Profit taxes 16.0% 70 3.4

Labour taxes & contributions 16.2% 99 11.5

Other/Consumption taxes 12.6% 108 13.6

Total 44.8% 277 28.5

Minimum 0.2% 0 3.0

Maximum 339.7% 2600 135.0

Note: The table shows the average results for all economies in the study. 
Source: Doing Business database 

Figure 2.2: Corporate income tax is only part of the burden

Note: The chart shows the average results for all economies in the study. 
Source: PwC analysis 

36%25%

12%
On average corporate income tax accounts for 
only 12% of the tax payments made by the case 
study company, 25% of the time spent on tax 
compliance, and 36% of the tax cost

Other taxes 
(48%)

Payments

Labour taxes 
(40%)

Profit taxes 
(12%)

Other taxes 
(39%)

Time

Labour taxes 
(36%)

Profit taxes 
(25%)

Other taxes 
(28%)

Total Tax Rate

Labour taxes 
(36%)

Profit taxes 
(36%)
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Figure 2.3 shows how all the different 
taxes that have to be paid contribute 
to the results, using Rwanda as an 
example. In Rwanda, our company 
pays nine different taxes. Corporate 
income tax (21.2%), the business 
license (3.1%), social security (3.4%), 
and accident insurance contributions 
levied on the employer (2.3%), are the 
largest elements of the tax cost (Total 
Tax Rate 31.3%). Value Added Tax 
(VAT) is not a cost to the case study 
company, but does add significantly to 
the compliance burden. VAT accounts 
for 53% of the hours to comply and 
22% of the tax payments.

The Paying Taxes study measures 
three separate aspects of paying taxes. 
Two of the indicators relate to the tax 
compliance burden, and one to the 
tax cost. It is important to look at each 
Paying Taxes indicator separately as 
they measure different aspects of the 
tax system. Figure 2.4 compares two 
economies with contrasting results, 
Albania and Sweden. Taxes are high 
in Sweden, providing for high quality 
social services and reflecting a good 
standard of living for citizens. But it is 
easy to pay taxes in Sweden, resulting 
in less compliance time and fewer tax 
payments for our case study company. 
The Total Tax Rate in Albania is below 
the world average, but it is a more 
difficult compliance environment, with 
more hours needed for tax compliance 
and more tax payments.

Figure 2.3: How different taxes impact on the results – Rwanda

Tax Total Tax Rate Number of payments Time to comply

Corporate income tax 21.2% 5 22

Social security contributions 3.4% 4 48

Accident insurance 2.3% 0 -

Value added tax (VAT) - 4 78

Business license 3.1% 1 -

Property tax 0.2% 1 -

Property transfer tax 0.1% 1 -

Vehicle tax 0.5% 1 -

Fuel tax 0.5% 1 -

Total 31.3% 18 148

Figure 2.4: The three indicators measure different aspects of the tax system – 
Albania and Sweden

Albania Sweden World average

Total Tax Rate 38.5% 52.8% 44.8%

Time to comply 371 122 277

Tax payments 44 4 28.5

Note: This table is an illustration of the impact of the different taxes on the results using Rwanda.
Source: Doing Business database 

Note: This table compares the results for Albania and Sweden with the world average.
Source: Doing Business database 
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Which economies have 
good results in the Paying 
Taxes study?
The purpose of the Paying Taxes 
study is to benchmark the world’s 
tax systems from the perspective of 
a company paying taxes. It is unique 
in that it covers all the different taxes 
paid and looks at both the cost and 
the compliance burden. Governments 
around the world have consistently 
shown great interest in the results of 
the study as it enables them to make 
comparisons with their geographic 
neighbours, and with economic peer 
groups, and to identify best practice.

Figure 2.5 is a list of some of the 
economies that do well in Paying Taxes 
2012, with their indicator results 
and other key information. These are 
economies at the top of the rankings 
for the overall paying taxes ranking. 
They all have similar features in their 
tax systems and could potentially offer 
a model for other economies.

The eight economies in Figure 2.5 all 
levy the three main taxes in the fact 
pattern of our case study company – 
corporate income tax, employer social 
contributions, and VAT. The social 
contributions levied on the employer 
are between 40% and 80% of the 
total amount levied on employer and 
employee combined. They also all have  
online systems for our company to file 
and pay its tax. 

The economies that do well in 
the Paying Taxes study include 
Singapore, Ireland, Mauritius, Canada, 
Kazakhstan, UK, Norway, and Finland.

Corporate income tax is a common 
tax around the world and is levied 
on our case study company in 95% 
of economies. Several economies at 
the top of the rankings do not levy 
corporate income tax in the fact 
pattern of the case study company and 
are therefore excluded from the list. 
They include The Maldives, Qatar, 
the United Arab Emirates, and Timor-
Leste. For a discussion of corporate 
income tax and why the statutory rate 
is often not a good measure of the rate 
paid, see page 33.

VAT is the predominant form of 
consumption tax and is used in 83% 
of the economies. Economies at the 
top of the rankings that do not have a 
VAT include Hong Kong SAR, China, 
Seychelles, and several economies 
in the Middle East. These are also 
excluded from the list. For a discussion 
of the impact of VAT on the compliance 
burden, see page 41. 

Economies at the top of the rankings
that do not levy an employer social 
contribution on the case study 
company include Macedonia and 
Botswana. Some economies also levy 
most of their social contributions from 
the employee, for example Denmark, 
where 28% of social contributions are 
levied on the employer and 72% on the 
employee. These economies also do 
not feature in the list. For a discussion 
of how employer social contributions 
increase the tax cost, see page 35.

Sixty six economies in the Paying 
Taxes study have online systems for 
our company to file and pay its tax. 
See page 47 for a discussion about 
how online systems make paying 
taxes easier.

 

Figure 2.5: Which economies have good results in the Paying Taxes study?

Economy
Number of 

taxes
Total Tax 

Rate
Time to 
comply

Number of 
payments

Online 
systems

Singapore  5 27.1%  84  5 

Ireland  9 26.3%  76  8 

Mauritius  8 25.0%  161  7 

Canada  11 28.8%  131  8 

Kazakhstan  8 28.6%  188  7 

United Kingdom  8 37.3%  110  8 

Norway  4 41.6%  87  4 

Finland  9 39.0%  93  8 

Note: This table shows the Paying Taxes results for selected economies together with other key information.
Source: PwC analysis 
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How have the Paying 
Taxes results changed over 
the years?
In the years that the Paying Taxes 
study has been carried out there has 
been a trend to a lower tax burden 
on business. Figure 2.6 compares the 
global average results this year (2012) 
with those measured in the first study 
six years ago (Paying Taxes 2006). The 
average Total Tax Rate has fallen by 
8.5% (more than 1% for each year); 
the time to comply by 54 hours (more 
than a day a year); and the number of 
payments by 4.7. There are reductions 
in all types of taxes across all of the 
three Paying Taxes indicators.

Tax reforms around the world have 
driven this downward trend. The Doing 
Business project tracks tax reform and 
Figure 2.7 summarises their findings. 
Since the study began, there have 
been 133 significant reductions in the 
statutory rate of corporate income tax 
(CIT). Rates of labour tax and social 
contributions have been reduced 
38 times. There have been 47 taxes 
eliminated and the introduction of VAT 
in 15 economies have also contributed 
to the fall in the average Total 
Tax Rate.

Elimination of multiple taxes per 
base (49 economies now have one tax 
per base) and simplified processes 
for paying taxes (45 economies have 
revised their tax code) have helped to 
reduce the time to comply. The fall in 
the number of payments reflects the 
positive impact of electronic file and 
pay systems, introduced or enhanced 
in 48 economies, compared to six 
years ago.

The Netherlands is a good example 
of an economy where there has been 
a strong government focus on reform 
and easing the compliance burden. 
Figure 2.8 compares the results for 
The Netherlands in Paying Taxes 2012 
and 2006. Reforms have included 
simplifying the rules for computing 
corporate income tax and filing tax 
returns, quarterly filing of VAT returns 
to assist companies’ cash flow, and 
common definitions for calculating 
the wage withholding tax and 
social contributions.

Note: This table shows the results for The Netherlands in 2012 compared to 2006.
Source: Doing Business database

Figure 2.8: Paying Taxes in The Netherlands

2012 2006

Total Tax Rate 40.5% 48.5%

Number of hours 127 250

Number of payments 9 20

Note: The table shows the number of economies which have implemented certain types of tax reform.
Source: Doing Business database

Figure 2.7: Tax reforms around the world have driven a downward trend in 
the results

Type of reform Number of reforms

Reduction in CIT rate 133

Reduced rates of labour taxes and social contributions 38

Elimination of taxes 47

VAT introduced 15

Simplified process for paying taxes 40

Revised tax code 45

Electronic systems 48

Note: The table and chart show the global average result in 2012 compared to 2006 and the degree of change.26

Source: Doing Business database

Figure 2.6: The global average results – Paying Taxes 2006 and 2012

Total Tax Rate  Time to comply  Number of payments 

2012 2006 Change 2012 2006 Change 2012 2006 Change

Profit taxes 16.0% 19.4% -3.4% 70 86 -16 3.4 4.1 -0.7

Labour taxes  
& contributions

16.2% 17.5% -1.3% 99 120 -21 11.5 13.1 -1.6

Other/ 
Consumption 
taxes

12.6% 16.4% -3.8% 108 125 -17 13.6 16.0 -2.4

Total 44.8% 53.3% -8.5% 277 331 -54 28.5 33.2 -4.7

2006

2012

Total Tax Rate Time to comply Number of payments

8.5%
saved hours 

saved
fewer 

payments

54 4.7

16
%

16
%

14
%

26  The changes/trends quoted in this table, and generally in Chapter 2, reflect the movement in the global averages for all economies included in each study for 2006 and 2011. There 
are eight more economies in the 2011 study than in the 2006 study. The trends referred to in Chapter 1, are calculated on the basis of only the economies that were included in 
both studies.
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Paying taxes is easiest in 
high income economies
High income economies tend 
unsurprisingly to have better results 
in the Paying Taxes study. The World 
Bank Group’s Development Indicators26 
categorises the paying taxes economies 
into four income levels – high income 
(47 economies), upper middle income 
(50), lower middle (54), and low 
income (32). Figure 2.9 shows that 83% 
of the high income economies have an 
overall paying taxes ranking in the first 
or second highest quartile, compared 
to 22% of the low income economies. 

Figure 2.10 shows that in high income 
economies, on average the model 
company makes fewer tax payments, 
needs less time to comply with its tax 
affairs, and has a lower tax cost.

The compliance burden is easier for 
our company in the high income 
economies. In high income economies 
it makes 15.2 payments on average 
and needs 168 hours to comply with 
the main taxes. This compares to 
38.3 payments and 271 hours in 
the low income economies. High 
income economies tend to have 
more mature tax systems, with 
streamlined compliance processes and 
electronic systems.

The tax cost for our company is also 
heavier in the low income economies. 
The average Total Tax Rate is 67.8% 
compared to 37.4% in high income 
economies. Taxes on profit are higher 
(18.7% compared to 13%) as well as 
other taxes (36.1% compared to 4.2%). 
However, labour taxes and social 
contributions are higher in the high 
income economies (20.2% compared to 
13% in the low income economies).

It is important to stress that the 
lowest tax cost is not necessarily 
the best model. Taxes provide 
essential government revenue and 
business has an important role as a 
taxpayer. What is important is that 
the tax system supports business 
investment, economic growth, and 
social well-being. Higher taxes should 
flow through to a stable business 
environment, good infrastructure,  
and a better quality of life for citizens.

Good tax systems can help to meet 
the Millennium Development 
Goals.27 Today there is an increased 
focus on the role that tax can play 
in international development. It is 
clear that tax revenues are a more 
sustainable source of financing for 
developing countries than debt or aid. 
Developing countries need to be able 
to raise their own tax revenues to fund 
the services they provide, and to show 
citizens that there is a link between 
the tax they pay and the services they 
receive in return.

But there are many challenges to 
tackle in increasing tax revenues 
in developing countries, including 
combating capital flight, reducing 
the size of their informal economies 
and helping their tax authorities to 
monitor compliance and collect taxes 
due. The Paying Taxes results show 
that tax rates tend to be higher and the 
compliance heavier in the developing 
world. Reducing tax rates, broadening 
the base and making it easy to pay, 
can be important in encouraging local 
business to register and pay their taxes. 

83% of the high income 
economies have an overall 
paying taxes ranking 
in the first or second 
highest quartile...

...compared to 22% of the  
low income economies

83%

22%

26 http://data.worldbank.org/about/country-classifications 
27  UN Millennium Goals: end poverty and hunger, universal education, gender equality, child health, maternal health, combat HIV/AIDS, environmental sustainability, global partnership  

http://www.un.org//millenniumgoals/
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2nd Quartile (16%)

1st Quartile (6%)

Low income economies

1st Quartile (49%)

3rd Quartile (37%)

3rd Quartile (15%)

4th Quartile (2%)

High income economies

2nd Quartile (34%)
4th Quartile (41%)

Figure 2.9: The overall paying taxes rankings for high and low income economies

Note: This chart shows percentage of high income and low income economies in each quartile of the ranking for the overall paying taxes ranking. 
Source: PwC analysis 

Figure 2.10: The Paying Taxes indicators – average results for high and low income economies

Note: The chart compares the average result for the Total Tax Rate, time to comply and number of payments in high income economies, low income economies and the world average.
Source: PwC analysis 
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65.0 91.0 115.0 271.0
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69.0 48.0 168.0

High Income
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Number of payments
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40 payments
Labour taxes Consumption/other taxes

1.8

4.3 13.8 20.2 38.3

3.4 11.5 13.6 28.5

6.5 6.9 15.2
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Figure 2.13: Total Tax Rate for Kazakhstan compared to Eastern Europe and 
Central Asia, and to the world average

Note: The chart compares the Total Tax Rate for Kazakhstan with the Eastern Europe and Central Asia, and the 
world average.  
Source: PwC analysis 

Kazakhstan

Eastern Europe 
and Central Asia

World average

0%
Profit taxes

50%
Labour taxes Consumption/other taxes

15.9

16.0 16.2 12.6 44.8%

9.9 20.8 11.1 41.8%

11.2 28.6%1.5

Note: The table shows an example of the calculation of Total Tax Rate for Kazakhstan.
Source: PwC analysis

Figure 2.11: The Total Tax Rate calculation for Kazakhstan

 (KZT) '000  (KZT) '000

Profit before tax (PBT)  23,153 

Add back above the line taxes borne:

Social Tax  2,964 

Property tax  369 

Land tax  17 

Environment pollution fee  23 

Vehicle tax  13 

 3,386 

Profit before all taxes borne / commercial profit  26,539 

Corporate income tax on PBT after necessary adjustments  (4,215) 

Above the line taxes borne  (3,386) 

Total taxes borne  (7,601)

Profit after tax  18,938 

TTR = Total taxes borne / commercial profit 28.6%

What we measure –  
the Total Tax Rate
The Total Tax Rate measures the 
tax cost for our model company. 
Corporate income tax, employer social 
contributions, and all other taxes 
borne by the company are expressed 
as a percentage of profit before all of 
these taxes (called the commercial 
profit in the Doing Business project 
methodology).

Figure 2.11 shows how the Total Tax 
Rate is calculated, using Kazakhstan as 
an example. All taxes borne by the case 
study company in Kazakhstan total 
KZT 7,601k which represents 28.6% 
of commercial profit. The pie chart 
in Figure 2.12 shows the six different 
taxes borne by percentage. The largest 
taxes borne are corporate income tax 
55.6% of the Total Tax Rate, and the 
employer social tax 39.2%. Figure 
2.13 shows how the Total Tax Rate for 
Kazakhstan compares to the average 
rate for neighbouring economies in 
Eastern Europe and Central Asia,28 
and to the world average. It shows 
a lower percentage for labour taxes 
and for other taxes than for both 
these groupings.

Corporate income tax (55.6%)

Land tax (0.2%)

Vehicle tax (0.2%)

Environment pollution fee (0.3%)

Social tax (39.2%)

Property tax (4.5%)

Figure 2.12: The Total Tax Rate for Kazakhstan, by percentage

Note: The chart shows the components of the Total Tax Rate for Kazakhstan split by percentage. 
Source: PwC analysis

28  Central Asia and Eastern Europe includes Albania, Armenia, Azerbaijan, Belarus, Bosnia and Herzegovina, Croatia, Georgia, Kazakhstan, Kosovo, Kyrgyz Republic, Macedonia FYR, 
Moldova, Montenegro, Russian Federation, Serbia, Tajikistan, Turkey, Ukraine, Uzbekistan.
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Figure 2.14: Distribution of Total Tax Rate results – 114 economies have Total Tax 
Rates between 25% and 50%

Note: The chart shows the distribution of Total Tax Rate for all economies in the study. 
Source: PwC analysis  
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The average Total Tax Rate around 
the world is 44.8%, split profits taxes 
16.0%, labour taxes 16.2%, and other 
taxes and contributions 12.6%. 

There is a wide range of results for 
the Total Tax Rate across the 183 
economies in the study. Figure 2.14 
plots the distribution of results and 
shows that 114 economies (62%) have a 
Total Tax Rate between 25% and 50%. 
27 economies have rates below 25%; 
and 42 over 50%.



33 Paying Taxes 2012. The global picture

Taxes on profit – why the 
statutory rate of corporate 
income tax is often not a 
good indicator of the rate of 
tax paid
Paying Taxes measures the amounts 
of tax that would actually be paid by 
a company with the same fact pattern 
as our case study. Research using 
the Paying Taxes results shows that 
for corporate income tax the amount 
paid may be quite different than the 
headline statutory rate. (PwC research 
to be published in 2012.)

The great majority of economies in the 
Paying Taxes study charge corporate 
income tax, or a similar tax, on the 
company’s profits. Only ten economies 
do not levy corporate income tax or a 
similar tax on a business with the fact 
pattern of our case study company. 
In a further three economies, no 
corporate income tax is actually paid 
in the year measured, due to generous 
reliefs and allowances. However, 30 
economies charge the capital gain in 
the fact pattern separately to capital 
gains tax (rather than as part of the 
profits chargeable to corporate income 
tax, and often at a different rate); 
and 22 economies charge additional 
taxes on the profits of the company. As 
discussed on page 45, on average the 
company pays 1.3 taxes on its profits. 
See Figure 2.15 for a summary.

Figure 2.15: What taxes on profit are levied around the world?

22 
economies levy 
extra taxes on 
profit as well  
as CIT

30 
economies charge 
capital gains 
separately to 
capital gains tax

 173 
economies levy 
corporate income 
tax on the case 
study company

3 
economies do not 
pay corporate 
income tax due 
to generous 
allowance
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In calculating the amount of corporate 
income tax due, adjustments are 
required to the company’s commercial 
profits to calculate the taxable 
profits. These will include adding 
back business expenses which are 
not deductible for tax purposes, 
and deducting tax depreciation 
for qualifying capital expenditure. 
These will be required by tax law and 
will differ between economies. The 
required tax adjustments mean that 
there will be a difference between the 
statutory rate of corporate income tax 
and the rate of tax that is actually paid 
by the company on its commercial 
profits. This difference can be greater 
or less in different economies.

Figure 2.16 shows the position in 
five neighbouring economies in Asia 
Pacific. It compares the statutory rate 
of corporate income tax for the case 
study company with the effective 
rate of tax paid, and shows the main 
reconciling items. In China, the 
statutory rate is 20%, but the effective 
rate of corporate income tax paid is 
lower at 16.9%. The main adjusting 
item is accelerated depreciation for tax 
purposes. In Japan, the statutory rate is 
30%, but the effective rate is above this 
at 35.5%. Non-allowable items and two 
additional taxes on profit increase the 
tax cost. 

Figure 2.16: Corporate income tax rates for a selection of Asian economies

China

Korea, Republic of

Japan

Taiwan, China

Hong Kong SAR, 
China

0% 40%30% 35%25%20%15%10%5%

Statutory rate per Paying Taxes model Effective rate

37

25 6

Negative 0 Positive

25

China

Korea, Republic of

Japan

Taiwan, China

Hong Kong SAR, 
China

Tax depreciation in excess of book depreciation

Capital gains taxed at a different rate to the statutory rateRelief for losses bought forward

Expenses not deductible for tax purposes Other profits/taxes

25 39

48

Note: This chart compares the statutory rate of corporate income tax with the effective rate of corporate income tax and 
shows the reconciling items.
Source: PwC analysis 
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Employment taxes and 
social contributions – what 
is included in the Total 
Tax Rate
Employment taxes and social 
contributions (called labour taxes 
in this publication) levied on the 
employer are a significant cost for 
business. Figure 2.2 shows that on 
average, across all the economies, 
labour taxes are 36% of the Total Tax 
Rate (compared to an average 36% 
for taxes on profit and 28% for other 
taxes borne).

It is important to stress that what is 
included in the Total Tax Rate are 
the labour taxes that are borne by 
the employer and not those that are 
levied on the employee. Employee 
taxes are not included in the measure 
of tax cost (the Total Tax Rate). They 
are, however, included in the measure 
of the compliance burden (the hours 
to comply) where the employer is 
responsible for deducting them and 
paying them over to the government.

Labour taxes levied on the employer 
can include payroll taxes and 
taxes on benefits, as well as social 
security payments and other social 
contributions. Figure 2.17 shows a 
breakdown of the Total Tax Rate for 
France as an example. In France, the 
case study company pays an employer 
payroll tax, calculated on the wages 
and salaries (9.4% of the Total Tax 
Rate), and employer social security 
contributions (69.4% of the Total 
Tax Rate).

In some countries, multiple employer 
social contributions can add to the tax 
cost, and also to complexity and the 
compliance burden. For example, there 
are six different social contributions 
borne by our case study company in 
Hungary, together making up 65.1% 
of the Total Tax Rate (Figure 2.18). In 
Hungary, the cost of employer labour 
taxes is 34.1% of commercial profits, 
more than twice the world average 
of 16.2%. The time needed to comply 
with labour taxes in Hungary, at 146 
hours, is also well above the world 
average of 99 hours.

Figure 2.17: The Total Tax Rate for France, 65.7% - by percentage

Note: The chart shows a percentage breakdown of the Total Tax Rate for France by tax. 
Source: PwC analysis

Social security contributions 
(69.4%)

Corporate income tax (12.5%)

Payroll tax (9.4%)

Stamp duty (2.2%)

Business tax (6.5%)

Figure 2.18: The Total Tax Rate for Hungary, 52.4% - by percentage

Note: The chart shows a percentage breakdown of the Total Tax Rate for Hungary together with a list of social 
security contributions. 
Source: PwC analysis 

Social security contributions 
(65.1%)

Special tax (2.5%)Local business tax (11.3%)

Corporate income tax (15.3%)

Property tax (1.3%)

Vehicle tax (0.4%)

Land tax (0.4%)

R&D tax (1.7%)

Fuel tax (2.0%)

Social security contributions Tax rate

Pension contribution 51.7%

Rehabilitation contribution 4.6%

Health care contribution 3.8%

Training contribution 3.2%

Unemployment contribution 1.6%

Community tax 0.2%



36PwC commentary

Figure 2.19: Social security contributions borne and collected in  
South American economies

Note: The chart shows the percentage split of social contributions in South American economies between those levied on 
the employer and those levied on the employee.  
Source: PwC Analysis
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In most economies, social contributions 
are levied by government, partly 
on the employer and partly on the 
employee. As explained, the Total Tax 
Rate measures the tax cost for the case 
study company and therefore only 
includes those levied on the employer. 
The Total Tax Rate results are therefore 
affected by the government policy 
choice in each economy on the split of 
social contributions between employer 
and employee.

Figure 2.19 shows this split for 
economies in South America, using 
the Paying Taxes results. On average 
in these economies, the split is 55% 
borne by the employer and 45% 
by the employee. Three economies 
are outliers. In Chile, (86%) and in 
Suriname (100%) a higher percentage 
is levied on the employee. In Peru, 
100% is borne by the employer.



In the three economies in the 
African Union with Total Tax Rates 
over 100%, cascading sales taxes 
add dramatically to the figures. 
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Figure 2.20: The Total Tax Rate for the African Union compared to the world average

Note: The chart shows the average Total Tax Rate for the African Union, by type of tax, compared to the world average.  
Source: PwC analysis  

African Union average

World average

0%

Profit taxes

65%

Labour taxes Other taxes

17.7

16.0 16.2 12.6

16.0 16.2 12.6 44.8%

14.4 24.7 56.8%

Note: The table shows the Total Tax Rate for three economies in Africa which have a cascading sales tax and the 
proportion of the Total Tax Rate attributable to the sales tax. 
Source: PwC analysis 

Figure 2.21: The impact of cascading sales taxes on the Total Tax Rate in Africa

Economy
Total Tax 

Rate
Sales tax  
element 

Proportion of  
Total Tax Rate

Congo, Democratic Republic of 339.7% 221.0% 65%

The Gambia 283.5% 221.0% 78%

Comoros 217.9% 176.8% 81%

The impact of cascading 
sales taxes on the Total Tax 
Rate in Africa
A feature of some African tax systems 
is the high cost of other taxes in the 
Total Tax Rate. Figure 2.20 shows the 
average Total Tax Rate in the African 
Union29 is 56.8%, compared to the 
world average of 44.8%, and that a 
large part of the difference relates to 
other taxes.

In the three economies in the African 
Union with Total Tax Rates over 100%, 
cascading sales taxes add dramatically 
to the figures. Cascading-style tax 
systems add extra tax costs to each 
consumer so that an element of them 
is borne by each company in the supply 
chain. A Total Tax Rate of over 100% 
means that a company in that economy 
with the 20% mark-up of our case 
study could not make enough money 
just to pay all its taxes.

Three economies in the African 
Union still have cascading sales tax 
systems. This is down from five in the 
last Paying Taxes study as Burundi 
and Sierra Leone have changed to a 
VAT system.

Figure 2.21 shows the impact of 
cascading sales tax systems in 
Democratic Republic of the Congo , 
The Gambia, and Comoros and the 
percentage by which the Total Tax Rate 
is increased. If these three economies 
are excluded from the dataset, the 
revised average Total Tax Rate for the 
African Union is 42.6%, compared 
to a revised world average of 40.9%. 
For the remaining economies in the 
African Union, other taxes are 10.9% 
of commercial profit on average, 
compared to 8.8% on average around 
the world.

 

29  African Union includes Algeria, Angola, Benin, Botswana, Burkina Faso, Burundi, Cameroon, Cape Verde, Central African Republic, Chad, Comoros, Congo (Dem. Rep.), Congo (Rep.), 
Côte d’Ivoire, Djibouti, Egypt (Arab Rep.), Equatorial Guinea, Eritrea, Ethiopia, Gabon, Gambia (The), Ghana, Guinea, Guinea-Bissau, Kenya, Lesotho, Liberia, Madagascar, Malawi, 
Mali, Mauritania, Mauritius, Mozambique, Namibia, Niger, Nigeria, Rwanda, São Tomé and Principe, Senegal, Seychelles, Sierra Leone, South Africa, Sudan, Swaziland, Tanzania, 
Togo, Tunisia, Uganda, Zambia, Zimbabwe
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What we measure – the time 
spent on tax compliance
The time to comply measures the 
compliance burden for the case 
study company. Contributors in each 
economy are asked to estimate the 
time needed for compliance activities 
across the three major types of taxes it 
complies with. This includes corporate 
income tax; labour taxes and social 
contributions (both those levied on 
the employer and those levied on the 
employee, which the employer deducts 
through the payroll); and consumption 
taxes. Compliance activities for each 
type of tax are grouped under three 
headings – preparing the tax figures, 
completing and filing the tax returns, 
and paying the taxes.

Figure 2.22 shows how the time to 
comply is calculated using Colombia as 
an example. In Colombia a total of 193 
hours are needed, or nearly five weeks 
of full time work (with a 40-hour 
week). The most amount of time (87 
hours or over two weeks of full time 
work) is spent on labour taxes. Split by 
type of compliance activity (see Figure 
2.23), 68% of the total hours (around 
three and a half weeks) are spent 
preparing the tax figures. Note: The table shows the calculation of the hours to comply in Colombia split between type of tax and compliance activity.

Source: Doing Business database

Figure 2.22: Analysis of hours to comply in Colombia - 193 hours

Compliance process
Corporate 

income tax
Labour  

taxes
Consumption 

tax

Preparation

Data gathering from internal sources (for 
example accounting records) 

6 20 24

Additional analysis of accounting information 
to highlight tax sensitive items

16 12 24

Actual calculation of tax liability including data 
inputting into software/spreadsheets or hard 
copy records

5 10 6

Time spent maintaining/updating accounting 
systems for changes in tax rates and rules

0 0 0

Preparation and maintenance of mandatory 
tax records if required

5 4 0

Total 32 46 54

Filing

Completion of tax return forms 1 12 6

Time spent submitting forms to tax authority, 
which may include time for electronic filing, 
waiting time at tax authority office etc

2 10 0

Total 3 22 6

Paying taxes

Calculations of tax payments required 
including if necessary extraction of data from 
accounting records

2 6 0

Analysis of forecast data and associated 
calculations if advance payments are required

1 6 0

Time to make the necessary tax payments, 
either online or at the tax authority office 
(include time for waiting in line and travel 
if necessary)

2 7 6

Total 5 19 6
Grand Total 40 87 66

Figure 2.23: Hours to comply in Colombia by compliance activity

Note: The chart shows the hours to comply in Colombia by compliance activity.  
Source: Doing Business database
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File

Pay

0 hours
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150 hours
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5 19 6 30

3 22 6 31

46 54 132
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Figure 2.24: The hours to comply in Colombia compared to Latin America and the 
Caribbean, and the world average

Note: The chart compares the hours to comply in Colombia with the Latin America and the Caribbean, and the 
world average. 
Source: Doing Business database
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Figure 2.25: Distribution of the time to comply results – 124 economies have 
between 100 and 350 hours

Note: The chart shows the distribution of results for the time to comply. 
Source: PwC analysis
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Figure 2.24 shows how the time to 
comply in Colombia compares to the 
average in Latin America, and the 
Caribbean,30 and the world average. 
It shows that our company spends 
less time on tax compliance than on 
average in both these groupings, across 
all the three taxes.

The average time to comply around 
the world is 277 hours, split corporate 
income tax 70 hours, labour taxes and 
social contributions 99 hours, and 
consumption taxes 108 hours.

There is a wide range of results for 
the time to comply in the Paying 
Taxes study. Figure 2.25 shows the 
distribution across the 183 economies 
included. There is a concentration of 
results, with 124 economies between 
100 and 350 hours. 21 economies take 
less than 100 hours, and 38 economies 
need more than 350.

30  Latin America and Caribbean includes Antigua and Barbuda, Argentina, Bahamas (The), Belize, Bolivia, Brazil, Chile, Colombia, Costa Rica, Dominica, Dominican Republic, Ecuador, 
El Salvador, Grenada, Guatemala, Guyana, Haiti, Honduras, Jamaica, Mexico, Nicaragua, Panama, Paraguay, Peru, Puerto Rico, St. Kitts and Nevis, St. Lucia, St. Vincent and the 
Grenadines, Suriname, Trinidad and Tobago, Uruguay, Venezuela (R.B).
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It takes longer to comply 
with VAT than it does with 
corporate income tax
On average, it takes the model 
company longer to comply with VAT 
than it does for corporate income tax. 
Figure 2.26 shows that on average, 
across the 151 economies with VAT, 
the model company needs 123 hours to 
comply with VAT compared to 74 hours 
for corporate income tax.

VAT is the predominant form of sales 
tax system used around the world. 
151 of the 183 economies included in 
the Paying Taxes study have a VAT-
type sales tax system. Of the other 32 
economies, 15 have a different form 
of consumption tax and 17 have no 
consumption tax which applies to the 
case study company. 

The time needed to comply with VAT 
varies considerably around the world 
and even between neighbouring 
countries. For example, in the 
European Union countries there is 
a common legal framework for VAT 
systems, but the time needed to comply 
still varies considerably, from 24 hours 
in Finland and Luxembourg to 195 in 
Bulgaria. Research carried out using 
data from the previous Paying Taxes 
studies shows that administrative 
procedures vary from country to 
country, and that this has a significant 
impact on how long it takes to comply 
with VAT (see The impact of VAT 
compliance on business).31

The frequency at which VAT returns 
are required, and the amount of data 
requested in the returns, impacts the 
time to comply. Figure 2.27 shows 
the results of an analysis of a sample 
group of 30 economies. The time to 
comply increased by an average 54% in 
economies where monthly VAT returns 
are required, compared to those whose 
returns are less frequent, either bi-
monthly or quarterly. And the time 
needed for each return increased by 
over 100% where there were more than 
20 boxes to complete on the return.

The compliance burden also increases 
where invoices have to be submitted 
with VAT returns. Figure 2.28 shows 
an average increase of 70% in the 
time needed where invoices have to 
be submitted.

As shown in Figure 2.24, the hours 
to comply include any time spent 
in updating accounting systems for 
changes in tax rates. The Paying 
Taxes research shows that in the years 
spanning before and after the financial 
crisis (January 2008 to June 2011), 
40 economies changed their VAT 
rate. 74% of the rate changes were an 
increase, and 26% a reduction. Eleven 
economies changed their rate more 
than once. For example, in the UK the 
rate of 17.5% was reduced to 15% from 
December 2008, returned to 17.5% on 
1 January 2010, and increased to 20% 
on 4 January 2011. 

Figure 2.26: On average, it takes the company longer to comply with VAT than 
with corporate income tax

Note: The chart shows the average time to comply with corporate income tax and with VAT for the 151 economies 
with VAT. 
Source: PwC analysis 
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Figure 2.28: Compliance time rises where invoices have to be submitted to  
support returns

Note: The chart shows results for 161 economies providing data on the requirement to submit invoices with the VAT / 
consumption tax returns.  
Source: PwC analysis, Paying Taxes – The compliance burden, September 2011 
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Figure 2.27: The frequency at which VAT returns are required and the amount of 
data required impacts the time to comply

Note: The chart shows (1) the average time needed to comply depending on whether VAT returns are required to be 
made monthly or less frequently and (2) the average time per VAT return where more or less than 20 boxes have to be 
completed, both for a sample group of 30 economies with VAT. 
Source: PwC analysis, The impact of VAT compliance on business, September 2010
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31 The impact of VAT compliance on business September 2010 – http://www.pwc.com/gx/en/tax/indirect-taxes/impact-vat-compliance-business.jhtml
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+31%
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Different government 
practice in administering 
taxes can impact the 
compliance burden.
The way in which tax is administered 
by government does vary around the 
world and this affects the compliance 
burden for business. We recently 
published the results of a study which 
looks at how governments around the 
world administer their tax rules and 
how different practices can increase 
or ease the compliance burden for 
business. (See Paying Taxes – the 
compliance burden.)32 These results 
use data from the Paying Taxes 2011 
study. It also includes views given 
in interviews with a small number 
of leading experts, from the private 
and public sectors, with a wealth of 
experience in this area.

The study covers a range of aspects 
of tax administration, from the 
complexity or simplicity of the 
rules; the paperwork needed for tax 
compliance; the approach of the tax 
authorities and what happens in a tax 
audit to government being transparent 
about the taxes they receive and how 
they spend them.

Complicated or ambiguous tax rules 
increase the compliance burden for 
business. Figure 2.29 shows that the 
compliance time for business increases 
by an average of 39% in economies 
where the tax rules are considered by 
the Paying Taxes contributors to be 
complicated or very complicated. 

Tax systems around the world vary in 
their degree of centralisation. Some 
are quite centralised, with most taxes 
levied and administered at the national 
level. Others are quite decentralised, 
with additional layers of taxation at 
the provincial or regional and local 
levels. Decentralised tax systems bring 
benefits by making local government 
more independent, and also more 
accountable to citizens. But layers of 
taxation can increase the complexity 
and compliance burden for business. 
Figure 2.30 shows that the time needed 
for our case study company to comply 
with its tax affairs increases with more 
levels of taxes.

The compliance burden also rises 
where taxpayers have to deal with 
different tax authorities for different 
taxes. Corporate income tax and VAT 
are administered by the same authority 
in the majority of economies (70%). 
However, as shown in Figure 2.31, the 
time to comply rises by 31% if there is 
a separate tax authority for indirect 
tax. Social security contributions 
are administered separately in the 
majority of economies (67%), and the 
time to comply increases by a similar 
amount (30%).

+39%
Very simple/simple rules

Complicated/very complicated rules

Compliance time for business increases by an average of 39% in 
economies where the tax rules are considered by the Paying Taxes 
contributors to be complicated or very complicated

0
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249

Figure 2.29: Where tax rules are complicated it tends to take more time to comply

Note: The chart shows results for 155 economies providing data on simple/complicated tax rules. 
Source: PwC analysis, Paying Taxes – The compliance burden, September 2011 

Figure 2.30: The time to comply increases where there are more levels of taxes

Note: The chart shows results for 157 economies providing data on levels of government that can levy taxes. 
Source: PwC analysis, Paying Taxes – The compliance burden, September 2011 

Figure 2.31: Where there is a separate tax authority for indirect tax or for social 
contributions, the time needed to comply increased by 30%

Note: The chart shows results for 160 economies providing data on their indirect tax and social security 
contributions authority. 
Source: PwC analysis, Paying Taxes – The compliance burden, September 2011 
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32 Paying Taxes – The compliance burden – http://www.pwc.com/gx/en/paying-taxes/compliance-burden.jhtml
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What we measure – the 
number of tax payments 
made in a year
The number of payments measures 
the number of times the case study 
company has to pay taxes in the year 
and how it makes these payments. It 
includes all taxes, whether these are 
levied on the company, or like VAT, 
are administered by it. It provides 
a measure of the number of taxes 
which must be complied with. It also 
takes into account the method of 
payment and the use of electronic 
filing and payment. Where the majority 
of businesses, like the case study 
company, file and pay their taxes 
online, the number of actual payments 
is reduced to reflect the efficiencies 
of going electronic. Also, where taxes 
are paid through a third party, such as 
fuel tax paid to the fuel distributor, the 
number of payments is taken as one to 
reflect the lack of compliance burden.

Figure 2.32 shows how the number 
of payments indicator is calculated, 
using Japan as an example. Our model 
company makes three payments of 
corporate income tax and inhabitants 
tax in a year, monthly payments 
of health insurance, and quarterly 
payments of VAT. However, these 
are all reduced to one payment 
per tax in the indicator result to 
reflect the status of online filing and 
payment in Japan. Some taxes are 
paid jointly with others, so that no 
separate payments are required or 
recorded in the indicator result. This 
includes welfare pension insurance, 
child allowance contribution, and 
workmen’s accident compensation. 
The remaining taxes are either paid 
annually, such as depreciable fixed 
assets tax and business premises tax, or 
are embedded in a payment to a third 
party (fuel tax). In Japan, our company 
makes 66 actual tax payments in a 
year, but this is reduced to 14 for the 
number of payments indicator. 

Note: The table shows an example of the calculation of the number of payments for Japan.
Source: Doing Business database

Figure 2.32: The number of payments calculation for Japan

Doing Business 
indicator

Actual 
payments Notes

Corporate income tax 1 3 Online filing

Enterprise tax 0 2 Paid jointly

Inhabitants tax 1 3 Online filing

Health insurance 1 12 Online filing

Welfare pension insurance 0 12 Paid jointly

Child allowance contribution 0 12 Paid jointly

Workmen's accident compensation 0 2 Paid jointly

Employment insurance 1 2 Online filing

Consumption tax 1 4 Online filing

Fixed assets tax 1 4 Online filing

City planning tax 0 1 Paid jointly

Depreciable fixed assets tax 1 1

Business premises tax 1 1

Real property acquisition tax 1 1

Stamp tax 1 1

Automobile tax 1 1

Automobile tonnage tax 1 1

Fuel tax 1 On each 
refuelling

Embedded in third 
party payments

Registration and license tax 1 1

Tax on interest 0 1 Tax withheld at 
source

Total 14 66
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The pie chart in Figure 2.33 shows the 
number of payments by type of tax. It 
shows how the high number of taxes 
that have to be paid in Japan (20) 
compared to the world average (9.3) 
contributes to the result. Figure 2.34 
shows how the number of payments for 
Japan compares to the average number 
for neighbouring economies in Asia 
Pacific,33 and to the world average. It 
shows how the results for Japan are 
favourably impacted by the status of 
online filing and payment.

The average number of payments 
around the world is 28.5, split profit 
taxes 3.4, labour taxes 11.5, and other 
taxes 13.6. 

As for the other Paying Taxes 
indicators, there is a wide range 
of results around the world for the 
number of taxes. Figure 2.35 shows the 
distribution of results. 119 economies 
have between six and 35 payments. 
Only seven economies have fewer than 
six payments, but 57 economies have 
more than 35.
 

Figure 2.34: The number of payments for Japan compared to Asia Pacific and 
world average

Note: The chart compares the number of payments for Japan with Asia Pacific and world average.  
Source: PwC analysis 

Figure 2.35: Distribution of the number of payments results – in 119 economies 
there are between 6 and 35 payments

Note: The chart shows the distribution of results for the number of payments.  
Source: PwC analysis
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Figure 2.33: The number of payments for Japan

Note: The chart shows the number of payments for Japan split by type of tax. 
Source: Doing Business database
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33  Asia Pacific includes Afghanistan, Australia, Bangladesh, Bhutan, Brunei Darussalam, Cambodia, China, Fiji, Hong Kong SAR, China, India, Indonesia, Japan, Kiribati, Korea (Rep.), 
Lao PDR, Malaysia, Maldives, Marshall Islands, Micronesia (Fed. Sts.), Mongolia, Nepal, New Zealand, Pakistan, Palau, Papua New Guinea, Philippines, Samoa, Singapore, Solomon 
Islands, Sri Lanka, Taiwan, China, Thailand, Timor-Leste, Tonga, Vanuatu, Vietnam.
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Figure 2.36: Global average number of taxes paid by the case study company –  
9.3 taxes 

Note: The chart shows the average result for all economies in the study. 
Source: PwC analysis
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How many different taxes 
have to be paid around 
the world
Corporate income tax is one of many 
different taxes paid by business. 
Around the world, our case study 
company has to comply with 9.3 
different taxes on average, including 
labour taxes, consumption taxes, 
property taxes, and other taxes, as 
well as taxes on its profits. Figure 2.36 
shows how the average figure of 9.3 is 
split by type of tax.

Profit taxes (average 1.3) include 
corporate income tax, but also 
other taxes levied on profits, such 
as enterprise tax and inhabitants 
tax in Japan, or education tax in 
Nigeria. Labour taxes (average 
2) include a variety of taxes and 
social contributions that relate to 
employment and can be levied on 
the employer or on employees, for 
example payroll tax and social security 
contributions in France, or training/
apprentice tax in Kenya. Consumption 
taxes (average 1) include VAT, which 
is used in the majority of economies, 
but also other types of consumption 
tax, such as sales tax in Malaysia or 
cascading sales tax in The Gambia. 
Taxes on property (average 1) include 
taxes on property ownership and use, 
such as real estate tax in Peru and taxes 
on the transfer of property, such as 
stamp duty and property transfer tax 
in Jamaica.

As Figure 2.36 shows, there are many 
other taxes levied on business (average 
4). These include taxes on interest 
and cheque transactions, taxes or 
license fees for road vehicles, road 
maintenance levies, advertising taxes, 
and taxes on energy usage, refuse 
collection and sewerage. 

Figure 2.37: Number of taxes in Sweden and Kenya

Sweden - 5 taxes Kenya - 16 taxes

Tax base Tax Total Tax 
Rate

Tax Total Tax 
Rate

Profit Corporate income tax 15.7% Corporate Income tax 33.1%

Labour Payroll tax 35.5% Social Security (NSSF) 5.3%

Training or apprentice tax 1.5%

Consumption Value added tax (VAT) - Value added tax (VAT) -

Property Real estate tax 0.6% Land Rent 0.1%

Land Rates 0.3%

Stamp duty on contracts 0.0%

Other Fuel tax 1.0% Single business permit - 
manufacturer

4.2%

Single business permit - trader 0.8%

Standards levy 3.5%

Fuel tax - excise duty 0.4%

Road maintenance levy 0.4%

Petroleum development duty 0.0%

Tax on cheque transactions 0.0%

Advance Motor Vehicle tax 0.0%

Tax on interest 0.0%

Total Tax Rate 52.8% 49.6%

Note: The chart compares the number of taxes and how they contribute to the Total Tax Rate in Sweden and Kenya. 
Source: PwC analysis
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Multiple taxes add to the complexity 
and the compliance burden for 
business. Two examples, Kenya and 
Sweden, provide a good illustration 
of the variation in the number of 
taxes levied on business (see Figure 
2.37). Both economies have a similar 
Total Tax Rate (Kenya 49.6%, Sweden 
52.8%). However, Sweden follows 
what may be seen as good practice 
and raises these revenues by levying 
just five taxes – one tax per tax base. 
There is corporate income tax, payroll 
tax, VAT, real estate tax, and fuel tax. 
In contrast, Kenya levies 16 taxes with 
corporate income tax, two labour 
taxes, one consumption tax, three 
property taxes, and nine other taxes.

Figure 2.38 shows the distribution 
of results around the world for the 
number of taxes. A hundred and thirty 
eight economies have between five 
and 12 taxes; 14 economies have fewer 
than five taxes; and 31 more than 12.

Figure 2.38: Distribution of results for the number of taxes – 138 economies have 
between 5 and 12 taxes 

Note: The chart shows the distribution of results number of taxes. 
Source: PwC analysis
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Figure 2.39: Time to comply with VAT in Asia Pacific – online filing and payment

Note: The chart shows 1) the average hour to comply with VAT on economies in Asia Pacific which have VAT comparing 
those which do/do not have online filing and payment and 2) the time to comply with VAT the economies with online filing 
compared to the world average. 
Source: PwC analysis 
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Efficient online systems 
make paying taxes easier
Effective electronic systems for 
filing and paying taxes lighten 
the compliance burden, bringing 
efficiency benefits for both business 
and government. The advantages of 
electronic filing are that it reduces 
the amount of paperwork and lowers 
the cost of administration. Increased 
automation also allows a more 
targeted and risk based approach to 
audit and compliance. And electronic 
payment, rather than payment in cash 
or by cheque, reduces interactions 
with tax officials and can help 
eliminate corruption.

Figure 2.39 shows the time needed to 
comply with VAT in the ten economies 
in the Asia Pacific region which have 
VAT-type sales tax systems and online 
systems to pay and file these taxes. On 
average, the time needed to comply 
across these economies is 71 hours, 
which compares to the world average 
for VAT of 123 hours. Figure 2.39 also 
shows the impact of online systems 
on the tax compliance burden and 
compares the average time for these 
economies to those in Asia Pacific 
which also have VAT but do not have 
online systems. In economies where 
taxpayers like our case study company 
typically pay and file their VAT online, 
the average VAT compliance time is 
reduced by 52%.
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Figure 2.40: Comparison of the Total Tax Rate by region

Note: The chart shows the average result for the economies in each region and the world average for all economies in 
the study. 
Source: PwC analysis 

Figure 2.41: Comparison of the time to comply by region

Note: The chart shows the average result for the economies in the region and the world average of all economies in the study. 
Source: PwC analysis  
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How the Paying Taxes results 
vary by region
The purpose of the Paying Taxes 
project is to provide quantitative 
data to stimulate and inform 
discussion around tax policy and tax 
administration, and to encourage 
dialogue on tax reform. The Paying 
Taxes study enables governments 
to benchmark their tax system with 
relevant peer groups on a like for like 
basis, including geographic neighbours 
or economies in the same economic 
grouping. In this section we show how 
the results vary by region around the 
world, using selected regional and 
economic groupings of economies.

Figure 2.40 shows a comparison of the 
average Total Tax Rate. The African 
Union has the highest average Total 
Tax Rate (56.8%), and Asia Pacific 
the lowest (37.3%), compared to the 
world average of 44.8%. Both regions 
have profit taxes that are a higher 
percentage of commercial profit than 
the world average (African Union 
17.7%, Asia Pacific 18.1%, world 
average 16.0%), and employer labour 
taxes which are lower than the world 
average (African Union 14.4%, Asia 
Pacific 10.3%, world average 16.2%).

The biggest difference between the 
two regions is the other taxes levied on 
our case study. In the African Union, 
these are 24.7% on average, compared 
to 8.9% in Asia Pacific, and 12.6% 
worldwide. On page 38 we discuss the 
impact of cascading sales taxes on the 
Total Tax Rate in Africa. 

Latin America and the Caribbean is 
the region where it takes longest to 
comply with tax, and the average time 
needed (382 hours) is nearly twice 
that for the Organisation for Economic 
Co-operation and Development 
(OECD) countries (195 hours), and well 
above the world average (277 hours). 
Figure 2.41 shows a comparison of the 
average time to comply by region. The 
OECD countries tend to have more 
mature systems with streamlined 
tax paperwork and good electronic 
systems. The average time needed in 
OECD countries is below the world 
average for all the three main taxes – 
corporate income tax, (OECD 53 hours, 
world average 70 hours); labour taxes 
(OECD 80 hours, world average 99 
hours); and consumption tax (OECD 62 
hours, world average 108 hours).

34  OECD member countries include Australia, Austria, Belgium, Canada, Chile, Czech Republic, Denmark, Estonia, 
Finland, France, Germany, Greece, Hungary, Iceland, Ireland, Israel, Italy, Japan, Korea (Rep.), Luxembourg, Mexico, 
Netherlands, New Zealand, Norway, Poland, Portugal, Slovak Republic, Slovenia, Spain, Sweden, Switzerland, Turkey, 
United Kingdom, United States.

35   The European Union includes Austria, Belgium, Bulgaria, Cyprus, Czech Republic, Denmark, Estonia, Finland, France, 
Germany, Greece, Hungary, Ireland, Italy, Latvia, Lithuania, Luxembourg, Netherlands, Poland, Portugal, Romania, 
Slovak Republic, Slovenia, Spain, Sweden, United Kingdom.

36    G20 member states include Argentina, Australia, Brazil, Canada, China, France, Germany, India, Indonesia, Italy, Japan, 
Korea (Rep.), Mexico, Russian Federation, Saudi Arabia, South Africa, Turkey, United Kingdom, United States.
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Figure 2.42: More than 350 hours are needed for tax compliance in eight 
economies in Latin America and the Caribbean 

Note: The chart shows the hours to comply for economies in Latin America and the Caribbean where it takes more than 
350 hours. 
Source: PwC analysis 

Figure 2.43: Comparison of number of payments by region 

Note: The chart shows the average result for the economies in the region and the world average of all economies in the study. 
Source: PwC analysis
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Figure 2.44: The number of taxes and tax payments for the OECD economies

Note: The chart compares the average number of taxes and average number of payments results for OECD economies 
with and without online systems. 
Source: PwC analysis
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A quarter of the economies worldwide 
where the company spends more than 
350 hours on tax compliance are in the 
Latin American and Caribbean region. 
Figure 2.42 shows the hours needed in 
these eight economies by type of tax.

The OECD countries also have the 
fewest tax payments, with an average 
13.1 compared to the world average 
of 28.5, and 37.9 in Central Asia and 
Eastern Europe. This is not because 
the OECD has fewer taxes (10.7) 
compared to Central Asia and Eastern 
Europe (9.0) and worldwide (9.3). It 
is because in the majority of OECD 
countries the company can file and pay 
its taxes online.

Figure 2.44 compares the average 
number of payments and taxes 
between the OECD economies with 
online systems (32 economies) and 
those without (two economies).
It clearly shows the impact of 
online systems on the number of 
payments results.
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Figure 2.45: The overall paying taxes ranking for the European Union 

Note: The chart shows percentage of economies in the European Union in each quartile of the ranking for the overall 
paying taxes ranking 
Source: PwC analysis
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Figure 2.47: Labour taxes are a large part of the cost in the EU
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Note: The chart shows the average results for the EU economies in the study.  
Source: PwC analysis

Paying Taxes in the 
European Union
Twenty six of the twenty seven 
European Union (EU) countries are 
included in the Paying Taxes study 
(Malta is not included). Many of them 
have good results. Figure 2.45 shows 
that over 77% of EU economies have 
an overall ranking as calculated in this 
study in either the first (35%) or second 
(42%) quartiles. 

In the EU, the company spends 208 
hours on tax compliance, makes 17.0 
tax payments, and has a Total Tax Rate 
of 43.4%; all of which are below the 
world average. Figure 2.46 compares 
the average results for the EU with the 
world average. Some 69 hours (or 8 
days) less are needed for compliance, 
11.5 fewer payments, and the tax cost 
is 1.4% lower. Particularly for the two 
indicators that measure compliance, 
(rather than cost), paying taxes is 
easier than in some other regions.

Labour taxes and social contributions 
are a large part of the tax burden in the 
EU. Figure 2.47 shows that on average 
labour taxes account for 36.7% of the 
number of payments, 47.5% of the time 
to comply, and 65.1% of the Total Tax 
Rate. The company pays 2.7 different 
labour taxes on average, compared to 
2.0 around the world.

Figure 2.46: Paying taxes in the EU compared to the world average

Note: This chart compares the average results for the European Union with the world average. 
Source: PwC analysis
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Figure 2.48: Comparison of the Total Tax Rate in the European Union

Note: The chart shows the Total Tax Rate for the economies in the European Union. 
Source: PwC analysis
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At 28.3% of commercial profits on 
average, the cost of labour taxes 
in the EU is well above the world 
average (16.2%). Figure 2.48 shows 
the Total Tax Rate by economy, split 
by type of tax. In 81% of the EU 
economies, labour taxes and social 
contributions levied on the employers 
are the majority of the tax cost (above 
50%). As mentioned above, lower 
Total Tax Rates are not necessarily 
the best model. What is important 
is how governments use the tax 
revenues they raise from business 
and other taxpayers, and that higher 
rates contribute to prosperous and 
stable societies.

Profit taxes are 12.1% of commercial 
profits on average in the EU. The 
section on page 33 explains why the 
statutory rate of corporate income 
tax is often not a good measure of the 
rate of tax paid on profits, and this can 
also be seen in the EU economies. For 
example, in Ireland the statutory rate 
of 12.5% is below the average for our 
company in the EU 21.8%. However, 
taxes paid on profits in Ireland are 
11.9%, which is very close to the 
EU average. Tax depreciation is less 
generous in Ireland than in some other 
EU economies, and the capital gain 
in the fact pattern of our case study 
company is taxed separately at the 
higher rate of 25%.
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Figure 2.49: Comparison of the time to comply with the VAT in the European Union

Note: The chart shows the time to comply with the VAT for the economies in the European Union. 
Source: PwC analysis
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Figure 2.49 shows the time to comply 
with VAT in the European economies. 
Although there is a common legal 
framework for VAT, the time to comply 
varies considerably, from 24 hours 
in Finland and Luxembourg to 195 
hours in Bulgaria. On page 41 and 
also in our research published in 
September 2010 (see The impact of VAT 
compliance on business), we discuss 
how different administrative practice 
by governments can affect the time 
needed to comply with VAT. 
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Figure 2.50: The overall paying taxes ranking for sub-Saharan Africa

Note: This chart shows percentage of 
economies in the sub-Saharan Africa 
in each quartile of the ranking for the 
overall paying taxes ranking.  
Source: PwC analysis

Figure 2.52: Consumption taxes and 
other taxes add burden to sub-Saharan 
Africa

Note: The chart shows the average results for the 
economies in sub-Saharan Africa. 
Source: PwC analysis

Figure 2.53: Comparison of the Total Tax Rate in the Economic Community Of 
West African States (ECOWAS)

Note: The chart shows the Total Tax Rate for the economies in ECOWAS.  
Source: PwC analysis

Paying taxes in  
sub-Saharan Africa
There is a wide range of Paying 
Taxes results for the economies in 
sub-Saharan Africa. Two economies 
(Mauritius and Botswana) rank in the 
top 25 for the overall paying taxes 
ranking, but nearly half the economies 
come in the bottom quartile (44% – see 
Figure 2.50).

In sub-Saharan Africa, the company 
spends 318 hours on tax compliance, 
makes 37.0 tax payments and has a 
Total Tax Rate of 57.1% all of which are 
above the world average. Figure 2.51 
compares the average results for sub-
Saharan Africa with the world average. 
The tax cost is 12.3% higher, 41 hours 
or 5 days more are needed and 8.5 
more tax payments.

Figure 2.52 shows a breakdown for 
the results for sub-Saharan Africa by 
type of tax. Consumption taxes and 
other taxes add to the burden in these 
countries. They represent 51.2% of 
payments, 43.2% of the hours and 
44.7% of the tax cost.

Figure 2.53 shows the Total Tax Rate 
for the Economic Community of West 
African States (ECOWAS), split by 
type of tax. There are considerable 
differences in the make-up of the Total 
Tax Rate across these countries. Half 
the economies (seven) in ECOWAS 
have Total Tax Rates above the world 
average, yet all of these are low income 
economies (apart from Senegal).

Figure 2.51: Paying taxes in sub-
Saharan Africa compared to the 
world average

Note: The chart compares the average results for the sub-
Saharan Africa with the world average. 
Source: PwC analysis
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Figure 2.54: Comparison of time to comply in the East African Community (EAC)

Note: The chart shows the time to comply for the economies in EAC.  
Source: PwC analysis
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Figure 2.55: Comparison of the number of payments in the Southern African 
Development Community (SADC)

Note: The chart shows the number of payments for the economies in SADC.  
Source: PwC analysis
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Figure 2.54 shows the time to comply 
for the East African Community (EAC), 
split by type of tax. It shows that the 
largest amount of time is generally 
spent complying with consumption tax. 
All of the five economies in EAC have 
VAT, yet the time needed to comply, 
ranges from 148 hours in Rwanda to 
393 hours in Kenya, reflecting different 
rules and administrative procedures in 
these economies.

Figure 2.55 shows the number of tax 
payments for the Southern African 
Development Community (SADC), 
split by type of tax. On average, the 
company pays 8.4 taxes in these 
economies, below the world average 
of 9.3. In most of the SADC economies, 
taxes are filed and paid manually. Only 
the economies with the lowest number 
(Mauritius and South Africa) have 
online systems.
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What would contributors to 
the Paying Taxes study most 
like to change?
Contributors to the Paying Taxes 
study are tax experts from a number 
of different professional firms in 
each economy who assist business in 
complying with their taxes. They each 
respond to a questionnaire every year, 
identifying tax changes and reforms, 
and calculating the results for the three 
Paying Taxes indicators.

Contributors were also asked to 
indicate what they considered to be 
the best aspects of their country’s tax 
system, as well as what elements most 
need to be improved. Their responses 
identify the aspects of tax systems 
around the world that business would 
most like to change.

Figure 2.56 shows contributors’ 
responses for the different aspects on 
which they were asked to comment. 
Dealing with tax audits and disputes 
was the area that most contributors 
wanted to improve, followed by the 
approach of the tax authorities.

Contributors in 79% of 
economies wanted to see 
improvements in how a 
tax audit is dealt with in 
their country.

Contributors in only 21% of economies 
rated this as a good or best aspect of 
their tax system.

79%

21%

Contributors in 79% of economies 
wanted to see improvements in how a 
tax audit is dealt with in their country. 
Contributors in only 21% of economies 
rated this as a good or best aspect of 
their tax system. Figure 2.57 shows 
the regional picture, which highlights 
that the wish to improve this area 
is even higher in Latin America and 
the Caribbean (92%) and Asia Pacific 
(88%). Around the world, contributors 
in 66% of economies wanted to see 
improvements in the approach of their 
tax authority, with higher percentages 
in Latin America and the Caribbean 
(78%), the EU (72%) and Asia Pacific 
(67%) – see Figure 2.58.
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Figure 2.58: ...and also the approach of the tax authorities

Note: The chart shows results for all economies responding to the question and for 
selected regions.   
Source: PwC analysis, Paying Taxes – The compliance burden, September 2011
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Figure 2.56: Best and worst aspects of the tax system

Figure 2.57: Contributors would like to see improvements in 
dealing with tax audits and disputes...

Note: The chart shows results for all economies responding to the question and for 
selected regions.  
Source: PwC analysis, Paying Taxes – The compliance burden, September 2011

Note: The chart shows results for 154 economies responding to this question.  
Source: PwC analysis, Paying Taxes – The compliance burden, September 2011
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What makes paying  
taxes easier?
This chapter contains our analysis 
and commentary on the results of the 
Paying Taxes 2012 study. We explain 
how each of the three Paying Taxes 
indicators are calculated, and we 
show how the results for any economy 
can be compared to others, such as 
neighbouring economies or those in 
the same economic grouping, as well 
as to the world average results. We also 
show how the different taxes paid by 
the Paying Taxes case study company 
contribute to the results. 

The Paying Taxes study clearly shows 
that corporate income tax is just one of 
many different taxes paid by business 
(9.3 on average around the world). 
Eliminating the numerous small taxes, 
which do not raise significant revenues 
for government, but which do add 
to the complexity and the number of 
tax payments for business, can make 
paying taxes easier. 

The results also show that many 
economies levy multiple taxes on the 
same tax base (average 1.3 taxes on 
profit and two labour taxes around the 
world). Merging or aligning these taxes 
into a single tax per base need not 
reduce the revenues raised, but would 
significantly ease the compliance 
burden for business and the time 
needed to comply. 

The Total Tax Rate measures the cost 
of the taxes actually paid by the case 
study company. Our analysis shows 
that adjustments required under the 
tax rules in many economies mean 
that there is a difference between the 
headline statutory rate for corporate 
income tax and the rate of tax actually 
paid on company profits. Reducing 
these adjustments to broaden the 
base can reduce the complexity for 
business and enable governments to 
raise the same revenues with a lower 
statutory rate.

There is a wide range of results for 
the Total Tax Rate in the Paying Taxes 
study. We stress that lower rates 
are not necessarily a good model, 
and that what is important is that 
higher taxes should flow through to 
infrastructure, high value government 
services and a better quality of life for 
citizens. However, the results show 
that Total Tax Rates tend to be higher 
in low income economies, with higher 
proportions of commercial profits paid 
in corporate income tax and other 
taxes. Ensuring reasonable tax levels 
and broadening the tax base, as well as 
making it easier to pay tax, could help 
increase tax revenues by encouraging 
local businesses to register and pay tax.

Three economies in Africa still have 
cascading sales tax systems, which 
add extra tax costs to each consumer 
in the sales chain and considerably 
increase the Total Tax Rate. Changing 
to a value-added type sales tax system 
(VAT) would eliminate inefficiencies 
from the cascading effect (with sales 
tax being charged on sales tax).

Reducing the compliance burden 
brings benefits for both government 
and business. Making it easier to pay 
tax means companies spend less time 
and resource dealing with their tax 
affairs and should also increase the 
level of compliance. Our analysis 
shows that the different administration 
practices used by governments around 
the world have a considerable impact 
on increasing or reducing the time 
needed for tax compliance. Best 
practices include simple and clear 
tax rules, streamlined tax paperwork 
and easy-to-complete tax returns and 
having the same tax authority deal 
with all the main taxes.

An effective electronic system for 
filing and paying taxes also eases the 
compliance burden for business and 
lowers the cost of tax administration.

The private sector plays an essential 
role in contributing to economic 
growth and prosperity in any society. 
A fair, efficient and sustainable tax 
system for business is an important 
part of the regulatory environment 
that governments can create to foster 
business investment and economic 
growth. There is no single model for a 
good tax system; however, the Paying 
Taxes study enables governments to 
benchmark on a like-for-like basis, 
and can help identify best practice 
and areas for reform. Figure 2.59 
summarises some best practice which 
– from these results – makes paying 
taxes easier. Figure 2.60 suggests – for 
discussion – some possible hallmarks of 
a good tax system.
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Figure 2.59: From our results – what makes paying taxes easier?

Figure 2.60: Some hallmarks of a good tax system

•	 Raises revenue to fund 
public expenditure

•	 Balances the budget 
(over a period of time)

•	 Meets social objectives

•	 Improves human 
development

•	 Stable and consistent, 
enabling long-term 
business investment

•	 A fair value for natural 
resources

•	 Encourages international 
trade

•	 Encourages change in 
behaviour which society 
is agreed upon

•	 Minimises the 
administrative burden

•	 Clear and 
understandable rules

•	 Consistent with wider 
(non tax) law and 
international principles

•	 Consultation on policy 
and administration

•	 Based on law rather 
than the practice of 
tax authorities

•	 Consistently enforced

•	 Independent and 
effective route for 
resolving disputes with 
the tax authority

•	 Mutual trust and respect 
between taxpayers and 
the tax authority

Note: The table shows some possible hallmarks of a good tax system
Source: Paying Taxes 2010, PwC discussion of the possible hallmarks of a good tax system, page 23

Note: The table shows what makes paying taxes easier
Source: PwC analysis
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The Paying Taxes publication has 
become an important way in which the 
ease of paying taxes in Chile can be 
measured and compared, particularly 
with other Latin American countries. 
Chile’s indicators in the study for this 
year have not changed from previous 
years, and this confirms that Chile has 
a stable tax system which compares 
well in the region. 

While there has been little change in 
the year covered by the study, there 
are some changes to be aware of for 
the future. In 2010, Law N° 20,455 was 
enacted (in force from 31 July 2010) 
with the intention of increasing fiscal 
revenues to help finance the country ś 
reconstruction after the earthquake 
that hit Chile on 27 February 2010. 
This law increases the rate of First 
Category Tax from 17% to 20% for 
the calendar year 2011, but it will be 
reduced to 18.5% in 2012 and will 
return to 17% in 2013. 

There are also ongoing discussions 
which have been initiated by 
government to consider further 
measures to increase tax revenues for 
the future, but no firm proposals have 
yet been tabled. 

Chile

Increasing tax 
revenues to finance 
reconstruction 

Sandra Benedetto
PwC Chile
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While the tax authorities and 
government have made efforts 
to implement more efficient tax 
compliance systems, so that for 
example, most of the businesses in 
Chile now file tax returns and pay 
their taxes online, the time to comply 
required by our case study company 
in Chile is still relatively high. 
TaxpayerCo requires 316 hours per 
year to prepare and file tax returns 
and to pay corporate income taxes, 
labour taxes and VAT. This is above 
the world average of 277 hours. These 
compliance hours cover not only 
corporate income tax, but also the 
social security contributions and add 
significantly to the time required (137 
hours). The social security system 
in Chile is private, and employees 
can freely select from a wide 
number of institutions. Businesses 
are then obliged to declare and pay 
contributions for the employees to the 
multiple institutions that they choose. 
The system is considered to work 
well from the perspective that the tax 
compliance is performed by businesses, 
so helping to reduce tax avoidance and 
ensuring proper compliance. 

It is also worth focusing on VAT 
which accounts for 137 of the hours to 
comply. The separate publication “The 
impact of VAT compliance on business”, 
published by PwC in September 
2010, (which is based on the results 
from Paying Taxes 2010), shows the 
importance that this tax has around 
the world. It identifies the significant 
impact that the VAT compliance burden 
can have on businesses, identifying 
several aspects that can either increase 
or reduce the burden. For Chile there 
are a number of positive aspects to 
the VAT system, such as the existence 
of a single consumption tax, a single 
tax authority dealing with direct and 
indirect taxes, and the availability of 
online filing and payment for VAT. It 
is also the case that Chilean taxpayers 
are not required to enclose additional 
documents to support VAT returns 
submitted and taxpayers receive tax 
credits due related to VAT on exports, 
very promptly. The aspects of the VAT 
system where there is the potential for 
improvement include the frequency of 
the VAT filings and payment, and the 
length of the VAT return.

The Paying Taxes study always receives 
significant attention in the Chilean 
press and in connection with Paying 
Taxes 2011, Francisco Selamé, the lead 
partner of Tax and Legal Services at 
PwC Chile, highlighted Chile’s leading 
position in the region.
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Despite global economic turbulence, 
the Colombian economy has been 
resilient in recent years. The 
country is now attracting more 
foreign investment than ever and 
the government has been actively 
committed in the last decade to 
achieving a more predictable, easy-to-
comply with tax framework for foreign 
and domestic investors alike. 

The compliance burden has been 
reduced steadily over the years and is 
reflected in the fall in the number of 
payments and the time to comply in the 
Paying Taxes results. The expansion of 
an online filing and payment system 
has helped this along with various 
other measures, for example the tax 
reforms introduced in late 2010 which 
ruled that tax payers will not need 
to submit VAT and withholding tax 
returns where the amount payable 
equals zero.

Colombia

Commitment to 
further tax reform 
to improve the 
tax system 

Carlos Chaparro  
PwC Colombia
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Corporate income tax rates have 
remained stable in the last couple of 
years. But stamp tax, which was in 
place for a long time has had a 0% 
tax rate since early 2010, and new 
legislation provides for a phased 
withdrawal of this increasingly 
unpopular debit tax. However, taxes 
in Colombia still represent a high 
cost when compared to some other 
economies in Latin American region 
and also the world average. Broad 
reforms (including labour, and 
corporate taxes) have been passed 
with a view to reducing the size 
of the informal sector, though the 
effectiveness has yet to be assessed. 

Despite the significant reform agenda 
that has already been implemented, 
there is still potential for further tax 
reform. Taxpayers continue to spend 
a large amount of time trying to keep 
up-to-date with the daily flow of new 
decrees, official rulings and judiciary 
decisions. Some procedural matters 
still require intense interaction 
between businesses and the tax 
agencies. A good example is where 
businesses are due reimbursements of 
VAT – long queues at the tax office to 
secure these is a common occurrence.

Complying with municipal taxes also 
remains an important part of the 
tax burden: the regulation may vary 
significantly from one jurisdiction 
to another and the “fiscal war” 
between municipalities can often 
leave taxpayers with double taxation. 
While modernising the municipal tax 
regulation has been on the agenda 
for many years, there has been no 
improvement achieved in the system 
so far. 

The Colombian government is aware 
that the progress already achieved 
is not enough, and that reform is 
still needed in order to achieve a 
more competitive tax system. The 
government has announced recently its 
willingness to address the issues and 
to adopt in-depth reforms in the short 
term, and has set up a task force to 
assist with the aim of putting a package 
of measures together in one go rather 
than adopting a piecemeal approach. 

The Paying Taxes 2012 regional 
launch in Bogota will provide a forum 
for business and government to 
collaborate on business tax reforms 
using the Paying Taxes results as a 
bench mark. 

Total Tax Rate

Number of hours

Number of payments

74.8%

193

9



65 Paying Taxes 2012. The global picture

The German Total Tax Rate of 46.7% 
for the 2012 study fell from the 
48.2% of the previous year. This fall 
is mainly the result of changes to tax 
depreciation. Although these have 
reduced the tax cost the Total Tax 
Rate for Germany is still high when 
compared with the world average of 
44.8% and the average in the EU of 
43.4%. Germany ranks 130 out of 183 
for this indicator. The level of social 
security contributions is a major part 
of the German Total Tax Rate and 
currently, there is much discussion in 
the country on a possible reduction of 
social security contributions. 

Two other taxes that attract media 
attention are the solidarity surcharge 
and the trade tax. The solidarity 
surcharge initially introduced in 
1991 to cover the costs of the German 
reunification has been retained as 
a regular element to cover general 
governmental expenses. From time 
to time there are discussions on 
whether this “temporary” tax is still 
constitutional, although recently 
the German Supreme Tax Court 
has confirmed that it is. The trade 
tax is also currently under attack as 
some trade associations and political 
parties would like to see it abolished 
or at least to be fundamentally 
reformed. However the trade tax is 
the primary source of income of the 
local authorities, so discussions in this 
regard are quite difficult.

Germany

Developments in 
e-filing, and a focus 
on trade tax and the 
solidarity surcharge 

Dr. Tobias Taetzner 
PwC Germany
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The payments indicator may reduce 
in the future following the mandatory 
e-filing of corporation tax, trade tax 
and annual VAT returns for 2011 
onwards. At present, this is optional for 
trade tax and VAT, but not possible for 
corporation tax. 

A further e-filing development for 
the future will be the requirement 
to electronically submit accounts 
supporting the tax returns from 2012 
onwards using an official ‘taxonomy’. 
According to the tax authorities, 
taxpayers will not need to install a new 
accounting system or to remodel their 
chart of accounts. There has been some 
criticism that the new e-filing benefits 
the tax authorities more so than the 
taxpayer, especially for small and 
medium-sized entities like TaxPayerCo, 
and that the implementation of the 
new regulations will almost certainly 
give rise initially to an increased 
administrative burden.

As regards the indicator for compliance 
time, it can be expected that with 
the introduction of the new e-filing 
obligations mentioned above there will 
be a temporary increase in the number 
of hours required in the upcoming 
years in view of the need for companies 
to adapt their IT-systems, but a fall in 
time thereafter. 

The European launch event for 
Paying Taxes 2012 will take place in 
Germany this year and representatives 
from business, politics, financial 
administration and press will be 
present to discuss the results. The 
launch is an excellent opportunity for 
business to engage in a constructive 
dialogue with the government and the 
tax authorities on the future shape of 
the tax system

Total Tax Rate

Number of hours

Number of payments

46.7%

221

12
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The Africa launch of the Paying Taxes 
2011 publication took place in Accra, 
Ghana with the Deputy Minister 
of Finance and Economic Planning 
as guest speaker. There were also 
contributions from Commissioners of 
the Ghana Revenue Authority (GRA). 
The launch presented an opportunity 
for the department and District Heads 
of the GRA, the business community, 
representatives from the World Bank 
Group as well as tax consultants to 
interact on the state of the Ghana’s tax 
system and how to improve it.

In his speech, the Deputy Minister 
mentioned that the government is 
committed to continuing with reforms 
to make the administration of the 
tax system business friendly. He also 
stated that the GRA is currently in the 
process of installing a fully automated 
tax administration infrastructure, 
to help reduce tax compliance cost 
and time. 

Ghana

Reforms to make 
the tax system more 
business friendly 

Darcy White
PwC Ghana
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The 2011 Government of Ghana Budget 
Statement increased the withholding 
tax threshold. Withholding tax 
obligations, though not a direct tax cost 
to the business, impose a compliance 
cost burden as resource and time has 
to be allocated to the collection and 
subsequent payment of the withheld 
amounts to the Tax Authorities. 
Increasing the withholding tax 
threshold could therefore potentially 
reduce the tax compliance burden 
especially for small and medium 
sized entities such as the case 
study company.

In addition, the GRA expects to 
streamline its activities and to segment 
taxpayers into large, medium and 
small taxpayers groups so helping 
with the services that it provides 
and reduce the cost of compliance. 
With segmentation, the GRA hopes 
to be able to provide services which 
are tailored to meet the needs of the 
medium and smaller entities. 

The case study company made 33 
payments in Paying Taxes 2012 to 
comply with all its tax and social 
security obligations. This ranks Ghana 
111 out of 183 countries for this sub 
indicator. However with the New 
Pensions Act being implemented, the 
number of payments could increase, 
as the new law provides for a further 
mandatory occupational pension 
scheme and a voluntary personal 
pensions contribution known as the 
second and third tiers respectively, 
of which the payment may be made 
to different bodies. This new rule 
could therefore cause Ghana’s 
ranking in terms of the number of 
payments to fall. Perhaps as part of 
the government’s reform process, 
an alternative would be to consider 
centralising payments and filing 
returns for both direct and indirect 
tax as well as other payments to the 
regulatory bodies. This would help 
decrease the compliance burden for 
the taxpayer.

Ghana also saw some tax increments 
during the 2010 financial year, as part 
of governments drive to increase the 
revenues for the public finances. This 
change also affected the case study 
company, as the capital gains tax rate 
increased from 5% to 15% which was 
a contributing factor of the increment 
in the Total Tax Rate from 32.7% 
to 33.6%.

Overall, the Paying Taxes publication 
and its findings should help 
government shape the Ghana tax 
system and assist the business 
community to compare tax costs 
against other investment locations.

Total Tax Rate

Number of hours

Number of payments

33.6%

224

33
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Hong Kong SAR, China is well-known 
for its simple tax system. As is evident 
from the Paying Taxes study over the 
years, Hong Kong SAR, China has a 
strong track record of being efficient 
in administering the tax system. It also 
has a Total Tax Rate which is amongst 
the lowest in the world. 

The decrease in the Total Tax Rate 
from 24.1% to 23% over the last year 
is mainly due to a one-off waiver of 
property rates for the tax year 2010/11 
(subject to a specified ceiling). And 
there are other tax incentives which 
are available to reduce the overall tax 
burden even further for corporations. 
In particular, tax deductions for 
environmental protection machinery 
and installation costs were introduced 
in 2009 and an immediate 100% tax 
deduction for capital expenditure on 
environment-friendly vehicles has 
been available since June 2010. In 
the 2010/11 Budget announced in 
February 2010, the Hong Kong SAR, 
China government also proposed to 
introduce a tax deduction over a period 
of five years for capital expenditure on 
the purchase of registered trademarks, 
copyrights and registered designs. The 
assumptions made for the case study 
company in the Paying Taxes study 
however mean that these new tax 
incentives are not reflected in the Total 
Tax Rate.

Hong Kong SAR, China

A simple, transparent 
and efficient tax system 

Peter Yu
PwC Hong Kong SAR, China
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The Hong Kong SAR, China Inland 
Revenue Department is generally well 
regarded for its initiatives in employing 
the latest information technology, 
streamlining work procedures and 
maintaining communication with the 
tax-paying public. This has always 
been evident in the Paying Taxes study, 
with the 2012 report again revealing 
Hong Kong SAR, China as being among 
the easiest places in the world for 
businesses to comply with their tax 
compliance obligations. Hong Kong 
SAR, China’s tax administration is 
highly transparent, with information 
on such matters as tax revenues, 
objection procedures and tax rules and 
guidance being published online and 
readily accessible to the public. 

To further reduce taxpayers’ 
administrative burden and time 
required in complying with tax filing 
requirements, the Hong Kong SAR, 
China Inland Revenue Department 
brought in electronic filing of corporate 
tax returns from 1 April 2010. Because 
of the assumptions regarding the size 
of the company used in the Paying 
Taxes study, the benefits of electronic 
filing are not reflected in the 2012 
study. Nonetheless, going forward it 
is expected that such benefits will be 
enjoyed by a greater range of taxpayers 
as the system becomes further 
developed and more widely adopted 
and the limit on the size of businesses 
eligible to participate is raised.

The tax system in Hong Kong SAR, 
China has remained relatively 
stable. Much of the government’s 
focus with regard to tax policy has 
been on maintaining the simple and 
easy-to-administer features of the 
existing system. As such, the ease 
of compliance is expected to be a 
continuing feature of the system. 
Moreover, the government’s financial 
position is strong and therefore there 
is little reason to expect significant 
upward changes in the Total Tax Rate. 
Historically, developments in the tax 
systems of other jurisdictions have had 
little influence on the shaping of Hong 
Kong SAR, China tax policy. It remains 
to be seen, however, whether this will 
continue to be the case, particularly 
as the Hong Kong SAR, China tax 
system is becoming increasingly 
linked to the rest of the world through 
the conclusion of Double Taxation 
Agreements, the increasing focus of the 
Hong Kong SAR, China Inland Revenue 
Department on transfer pricing and 
a general trend globally towards 
cross-border cooperation between 
tax authorities.

Total Tax Rate

Number of hours

Number of payments

23%

80

3
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Tax reforms which started with 
the enactment of the amended 
tax administration law in 2008 
demonstrate the government’s efforts 
to reshape the tax environment and 
improve the investment climate. 
Internally the Indonesian Tax Office 
(ITO) became more professional in its 
approach in dealing with taxpayers 
and the tax administration was 
also modernised. As a result, the 
Paying Taxes study in 2009 showed a 
significant reduction of time spent on 
tax compliance. However, as shown 
by the stability of the figures in the 
number of hours and number of 
payments in more recent Paying Taxes 
study results, there have been few 
changes in the tax administration rules 
and regulations for the past couple 
of years. 

Although e-filing has been introduced, 
further improvements need to be 
made. The majority of Indonesian 
taxpayers are still not familiar 
with e-filing and mostly opt to 
do direct hardcopy filing of their 
returns. However, the government is 
committed to continuing the reform 
of tax administration, with the aim 
of increasing taxpayer compliance 
by increasing the efficiency and 
effectiveness of the ITO, and 
improving good governance in the 
tax administration by strengthening 
transparency and accountability.

Indonesia

Strengthening 
transparency and 
accountability to 
improve the tax 
administration and 
increase taxpayer 
compliance 

Ray Headifen 
PwC Indonesia
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Amended VAT Laws were enacted 
in April 2010, and this marked the 
completion of some further major tax 
reforms, and since that enactment the 
ITO continues to issue implementing 
regulations for VAT which aim to 
reduce the administrative burden for 
most taxpayers.

The downward trend in the Total 
Tax Rate in the Paying Taxes study 
has resulted from the enactment 
of the amended income tax law in 
2009, which has gradually reduced 
the income tax rates for corporates 
(and for individuals). In addition, 
the government has also provided a 
package of measures for companies 
that invest in certain qualifying 
business sectors and/or regions.  
The measures are:

• A reduction in net income of up 
to 30% of the amount invested, 
prorated at 5% for six years of the 
commercial production, provided 
that the assets invested are not 
transferred out within six years;

• Acceleration of fiscal depreciation 
and or amortisation deductions;

• Extension of tax loss carry-forwards 
for up to ten years;

• A reduction of the withholding tax 
rate on dividends paid to non-
residents to 10%.

These measures have been 
implemented since 2007 through 
the issue of several regulations that 
covers a significant range of types of 
investment and the plan is to increase 
this range before the end of 2011 along 
with tax holidays for entrepreneurial 
and innovative companies. Currently 
five business sectors that may enjoy 
the tax holiday are industries of base 
metal, oil finery and/or base organic 
chemical sourced from oil and gas, 
machinery, renewable energy and 
telecommunication equipment. 

Total Tax Rate

Number of hours

Number of payments

34.5%

266

51
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Jamaica has relatively high tax rates 
when compared with those of its peers 
in the region. Corporate tax is levied 
at 33.33% and individuals pay income 
tax at 25% on incomes exceeding 
approximately US$5,100, plus a 2% 
“education tax”, a 2% refundable 
contribution to a national housing fund 
and there is another 2.5% levy on the 
first US$11,600 (approx.) for social 
security scheme. Additionally, there is 
VAT at a standard rate of 17.5%, with 
significantly higher rates being applied 
to motor vehicles, fuels, liquor, tobacco 
and telephone services and handsets. 
Further, employers pay payroll related 
taxes of over 7%, in addition to their 
corporate taxes. At these levels, the 
burden on taxpayers cannot be said to 
be light. Yet, at 23% tax as a percentage 
of GDP is lower than what prevails in 
most other jurisdictions in the region.

Despite prevailing tax rates being 
at the higher end of the regional 
spectrum, tax collections have not 
been adequate to cover expenditure. 
This is in large part due to the country 
having one of the highest debt burdens 
in the world, with the national debt 
hovering at 128% of GDP, which 
explains why debt servicing costs are 
expected to consume as much as 48% 
of the 2011/2012 Budget. The fiscal 
deficit, though down from the 10.9% 
of GDP that it was in fiscal 2010 was 
still 6.1% for the fiscal year 2011. And 
the tax collections have consistently 
been below budget. For fiscal year 
2011 for example, tax collections 
fell short of what was budgeted by 
approximately 10%.

So what is being done and what can be 
done to resolve the apparent dilemma 
represented by inadequate funding in 
an environment where tax rates can 
hardly be increased?

Firstly, important initiatives have been 
instituted to strengthen controls over 
government expenditure in an attempt 
to cauterise waste and corruption. 
These include:

• the strengthening of the role of 
the Contractor General and the 
National Contracts Commission, 
which oversee and monitors 
the procedures involved in the 
awarding and performance of 
government contracts;

Jamaica

Inadequate tax 
collections despite 
relatively high tax 
rates – resolving 
the dilemma

Eric Crawford
PwC Jamaica
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• the development of a fiscal 
Accountability Framework, which 
involves the passage of legislation 
aimed at tightening the authority 
of statutory bodies to borrow 
without approval of the Finance 
Minister and general improvement 
in the management of the fiscal 
operations of the government; and

• the enhancement of the role of the 
Public Appropriation and Accounts 
Committee which reviews budget 
proposals in greater detail than was 
hitherto the case.

The second objective must be to 
broaden the tax base. This has 
been pursued almost entirely from 
the perspective of bringing what 
is believed to be a large body of 
recalcitrant taxpayers into the tax net. 
But there is another dimension to this 
problem to which attention needs to 
be paid, namely the extent to which 
there are transactions that generate 
significant wealth, yet fall legitimately 
outside of the scope of taxation, either 
by policy or for lack of adequate tools 
to enforce the legislation. Furthermore, 
there is an inordinately high incidence 
of “discretionary waivers”, meaning 
that the government waives tax that 
is legally due. It will not be easy to 
address this latter issue, given that 
individual taxpayers who benefit from 
various exemptions will fight to retain 
their positions of privilege.

In terms of expanding the tax net, 
much has been done over the past few 
years to simplify the administration 
of the tax system, which should make 
it easier for taxpayers to comply. 
Amongst these initiatives:

• The lowering of some rates to make 
it easier for taxpayers to comply. 
The gradual reduction in the 
transfer tax and Stamp Duty rates 
that are applicable to the transfer of 
shares and land, either inter vivos 
or on death is one such initiative. 
The transfer tax has been reduced 
from 7% to 4% and stamp duty 
from 5.5% to 3% for the sale of land 
(stamp duty remains at 1% on the 
sale of shares). These reductions 
are intended to encourage the 
development of the market in 
these assets and the proper 
administration of estates which 
frequently languish for many years 
due to the unavailability of cash to 
complete the probating of willis.

• A programme to introduce 
Electronic Filing and Payment 
Systems was introduced in October 
2008. This enables taxpayers to 
file most tax returns and settle 
liabilities electronically. The 
settlement of tax liabilities by 
way of direct debit has also been 
introduced recently.

• A mechanism has been introduced 
to facilitate a single payment to 
settle all payroll taxes and shortly, 
a single system will replace 
five separate mechanisms for 
accounting for those taxes.

• A forensic investigation unit has 
been established in the revenue 
to enhance its capacity to deal 
with corruption.

The Paying Taxes 2012 regional launch 
in Kingston will provide a forum for 
business and government to discuss 
some of these important issues using 
the Paying Taxes results to inform 
that dialogue. 
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A launch event was held jointly with 
The World Bank/IFC in Tokyo in 
December 2010 to introduce the Doing 
Business 2011-Paying Taxes study. A 
report on the Total Tax Contribution 
made by major corporations in Japan 
undertaken by PwC Japan for the first 
time during 2010 was also presented. A 
panel discussion by tax leaders of PwC 
firms in the Asian region, the UK as 
well as a representative of The World 
Bank Group followed the launch of 
these reports. The event was successful 
with a wide variety of people in 
the audience from government 
and business.

Japan

Reduction in the 
rate of corporate 
income tax deferred 
in the aftermath of 
the earthquake and 
the tsunami 

Hiroyuki Suzuki
PwC Japan 
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Since the first Paying Taxes study in 
2006 the Total Tax Rate has fallen 
by approximately 4%. This has 
primarily been due to the introduction 
of an accelerated method for tax 
depreciation. Its aim was to stimulate 
a recovery of Japanese economy in 
the last couple of years, but in terms 
of the normal effective tax rate of 
companies, the effect is limited 
because it is a temporary difference 
and the statutory corporate tax rate 
has remained unchanged at just over 
40% (which includes the Inhabitants 
Tax and Enterprise Tax, both of which 
are taxes based on profits). The tax rate 
is the highest among OECD member 
countries and also among our Asian 
neighbours such as Korea, Singapore 
and Thailand. Japan’s tax on profits 
(comprising corporate tax, inhabitants 
tax and enterprise tax) accounts for 
more than 50% of the Total Tax Rate, a 
much higher proportion than the world 
average and the Asian Pacific average. 
The heavy burden of corporate tax is 
therefore a crucial issue for Japanese 
businesses when considering their cost 
competitiveness in the global market. 

There are growing concerns about the 
trend for leading Japanese companies 
to move their manufacturing 
operations out of Japan to Asia not 
only because of commercial factors 
such as the growth of its market, 
and the appreciation of the Yen and 
lower production costs in other Asian 
countries, but also the high level of 
Total Tax Rate, and in particular 
the high corporate tax rate, which is 
becoming one of the key drivers for 
Japanese enterprises to consider when 
deciding whether or not to “exit” out 
of Japan. 

Given these circumstances, draft tax 
reforms were proposed in 2011, after a 
long dialogue between policy makers 
and business. This included a proposal 
for a 5% reduction of the corporate tax 
rate while the taxation base was to be 
expanded by the elimination of certain 
tax benefits with the intention that the 
impact on overall revenue would be 
neutral. However, this proposal has 
been suspended and not implemented 
in the aftermath of the earthquake 
and tsunami on 11 March 2011 that 
damaged the Japanese economy 
significantly. Japanese business society 
was obliged to accept a deferral of 
the reduction of the statutory tax rate 
given the crisis. Currently, there are 
extensive debates taking place among 
policy makers and business about how 
to fund the recovery of the area which 
suffered huge damage, both business 
and social. 

There is some possibility that a 
temporary surcharge of corporate 
tax and individual income tax will be 
implemented although there is still 
resistance to such an increase in taxes 
in view of the very strong downturn 
in the economy. An alternative being 
considered is an increase in the VAT 
rate in future years. In spite of the 
high level of Total Tax Rate in Japan, 
national tax revenues have been 
falling. With government debt now 
nearly double the Japanese GDP, 
there will be ongoing debate on how 
tax policies should be developed 
to deal with this debt, alongside 
the need to maintain Japanese 
companies’ competitiveness.

Total Tax Rate

Number of hours

Number of payments

49.1%
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The Paying Taxes survey has become 
a powerful tool for promoting 
change and development in the fiscal 
environment around the world. As 
documented in this report over the 
years, it has been used as a catalyst 
for change – and this is especially 
so in Kazakhstan. For Kazakhstan, 
change has been a vital part of the 
entire economic environment since 
independence 20 years ago. The 
vision of Kazakhstan as a modern 
developed economy has been a clear 
goal for the Kazakh authorities. This 
goal is regularly acknowledged by 
the Ministry of Finance and Main 
Tax Committee. 

Therefore, as part of this story of 
change, the fiscal environment has not 
been left out but has rapidly developed 
in the past 20 years. Initially the focus 
for the tax authorities was with the 
development of the regimes dealing 
with extractive industries. The country 
has seen the development of a range of 
fiscal arrangements such as Production 
Sharing Agreements to cope with the 
unique challenges faced by resource 
based economies. More recently, the 
government has looked at continued 
diversification of the economy and 
a program of supporting broader 
industrial development. 

Kazakhstan

Changing the fiscal 
environment as 
part of a move 
towards a modern 
developed economy 

Peter Burnie
PwC Kazakhstan
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Against this background of change, 
the findings of the Paying Taxes series 
have become an objective benchmark 
for the authorities. Given the stated 
goal of development for the country, 
there is a strong desire for this type of 
external independent benchmarking 
process to be conducted and for the 
results to document the results of the 
reform agenda. 

Recently PwC Kazakhstan met with 
senior representatives who were 
energised to engage with us in a 
discussion around the latest series 
of results. We started with revisiting 
the methodology from where the 
results are derived. We agreed that 
understanding and revisiting the 
basic aims of the survey were key to 
understanding how aspects of the 
country’s fiscal regime compares with 
other countries and also whether 
proposed reforms are addressing any of 
the areas in which the tax regime may 
compare less favourably with others. 
The applicability of the methodology 
and its appropriateness for a resource 
based country such as Kazakhstan 
continues to be hotly debated, both 
within the Ministry and Tax Service 
and also by the country’s media. 

In our launch event for the country’s 
media last year, there has been a 
view expressed by some that a more 
appropriate sample company would 
be one that more follows the core 
economic sectors of Kazakhstan 
rather than a manufacturer of flower 
pots. The fact that this level of debate 
arose in a briefing for the country’s 
mass media in itself shows the level of 
interest in the study. 

The particular area of focus for 
reform in most recent times has been 
in the area of tax administration – 
and the impact on compliance time 
of new tax lodgement software and 
the overall impact on the taxpayer 
experience. Again, our meetings with 
the representatives of the tax service 
zoomed in to focus on why the newly 
introduced electronic filing system was 
not reflecting a significant reduction 
in time to comply. The view of the 
authorities was that the system should 
be making a significant difference. 
However, interestingly the views 
of contributors and even the media 
was that the level of education and 
new skills required by users of the 
new system had perhaps not been 
sufficiently reflected in the level of 
compliance time. Again the survey 
itself brought a focus to an area in 
which the expectations of taxpayers 
and the tax service are not yet aligned. 

Finally, the state tax service 
representatives also shared that 
the Paying Taxes survey results are 
eagerly awaited within the halls of 
the Ministry of Finance; briefings are 
required and questions are asked about 
the relative ratings of Kazakhstan 
against the region, trade partners 
as well as the front runners in the 
Paying Taxes study ratings as soon as 
the results are available. So – at least 
for Kazakhstan and its taxpayers, the 
survey is a real tool being actively 
used by the authorities. Hopefully 
a goal of continuous improvement 
in Kazakhstan’s relative ranking 
will also continue to enhance the 
taxpayer’s experience.

Total Tax Rate

Number of hours

Number of payments

28.6%
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7



79 Paying Taxes 2012. The global picture

Mauritius ranks 9th globally in Paying 
Taxes 2012 and number one in Africa. 
The country compares well with its 
African counterparts.

Mauritius introduced electronic filing 
of tax returns as far back as 2003 
and, over the past five years, it has 
implemented a number of reforms, 
including its most significant one in 
2006, when the corporate income tax 
rate was reduced from 25% to 15% 
and various exemptions/reliefs were 
removed to create a simplified system. 
Further improvements have been 
made since, with the facilitation of tax 
payments in 2009 for global business 
companies to pay their corporation 
tax liabilities in Euros, British Pounds 
or US Dollars. Mauritius has also 
streamlined its tax system and made 
effective use of technology to help 
ease the burden of tax compliance 
on companies. 

Mauritius

An increasing tax 
cost in the number 
one ranked economy 
in Africa 

Anthony Leung Shing 
PwC Mauritius
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Overall, the reforms implemented 
have been positive. The number of 
payments and the number of hours 
to comply have been stable in most 
recent years, but the Total Tax Rate has 
been increasing which is attributable 
to the introduction of new taxes. The 
Total Tax Rate in 2010 increased from 
22.9% to 24.1% with a corporate social 
responsibility tax being introduced. 
Given that the company in the Paying 
Taxes survey operates in general 
industrial/commercial activities, 
other new taxes such as the special 
levy on banking institutions and the 
solidarity levy on telecommunication 
companies (introduced in 2007 and 
2009 respectively) did not impact on 
the Paying Taxes result. Had the study 
company been operating in other 
sectors, then the Total Tax Rate for 
Mauritius may have increased further. 

In 2011, further reforms followed 
a similar pattern and a new capital 
gains tax on the disposal of immovable 
properties was introduced. The Total 
Tax Rate increased by nearly 1% from 
24.1% in 2010 to 25%. It is worth 
noting that the Paying Taxes study 
does not reflect the new personal 
solidarity income tax and other 
exemptions/reliefs being introduced. 
The full effect of those measures has 
yet to filter through as the burden of 
compliance increases with companies 
being required to file returns with the 
Mauritius Revenue Authority in respect 
of dividend payments. 

The trend over the past two years 
reflects a move away from a simplified 
and single rate tax system. Mauritius 
has the vision of becoming the 
Singapore of Africa and a closer review 
of the comparative results shows a 
significant difference in respect of 
the time required to comply with 
local regulations. Given the current 
budget deficit and lack of buoyancy in 
tax collections, there is little scope to 
remove taxes or even reduce the rates. 
Therefore, to improve its position, 
Mauritius needs to re-instate its policy 
of a streamlined tax system.

Total Tax Rate

Number of hours

Number of payments

25%
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The subject of taxation in the Middle 
East region (MER) continues to 
generate a great deal of interest 
especially as tax laws continue to 
evolve and expand. As we look into the 
results of Paying Taxes 2012 there are a 
number of interesting trends emerging 
in the MER. 

The current year (2012) results of 
Paying Taxes highlights that the 
majority of the jurisdictions in the MER 
have fallen in this year’s rankings, 
including some of the jurisdictions in 
the Gulf Cooperation Council. Most 
notably Kuwait has dropped out of the 
top 10. In addition, Saudi and the West 
Bank have also fallen slightly, while the 
Yemen has improved.

It’s not surprising that many of the 
jurisdictions in the MER feature so 
prominently in the top 10 jurisdictions 
for the overall paying taxes ranking. 
This is largely attributed to the 
relatively few taxes levied on the case 
study scenario. Indeed in locations 
like the UAE these taxes are limited 
to social security contributions on 
national employees. That said, many 
of the jurisdictions in the MER are 
increasingly adopting other revenue 
raising measures to meet budgetary 
needs, and this is having an adverse 
impact on the cost of compliance 
burden faced by many businesses.

These revenue raising measures 
include increased fees and levies 
paid for licenses, permits and other 
government approvals necessary 
to operate a business. In addition 
to rising tariff rates for such items, 
many businesses also need to employ 
increasing numbers of back office staff 
to comply with these changes. This 
is obviously resulting in increasing 
overhead costs precisely at a time 
when many businesses are struggling 
to survive.

Another notable issue is that because 
these charges may not qualify as a 
“tax”, they are being overlooked as a 
cost of doing business.

On a positive note, there is a growing 
recognition at a government level 
that increasing tariff rates for fees, 
charges and levies as well as the 
increasing frequency of such payments 
is inefficient from a revenue collection 
perspective also. Governments 
are therefore considering ways to 
consolidate and rationalise their 
revenue collection methods.

The Middle East 

Growing focus on  
fiscal policy and an  
ongoing debate  
about introducing 
corporate income  
tax and VAT 

Dean Rolfe
PwC Middle East
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The Gulf Cooperation Council (GCC) 
for example is believed to have elevated 
fiscal policy from fringe issue to a 
core agenda item. One driver being a 
perceived desire to coordinate taxation 
policy, and ultimately to achieve a 
consensus on the fundamentals of 
taxation. These fundamentals comprise 
tax rates, tax methodologies and the 
exchange of information.

Of particular note is the debate on 
the introduction of a VAT in the GCC 
region. Much has been written on this 
topic, but after years of discussion it 
seems the business community is no 
closer to learning whether a VAT (or 
GST) will be introduced in the GCC, 
and if so, over what time frame. More 
recently, it has been suggested that 
corporate income tax may become 
a common feature of the region, but 
there are a number of philosophical 
(and religious) challenges to 
overcome first.

In the mean time, governments are 
continuing to tinker with their existing 
tax systems and this is helping to 
reform, and modernise these laws. 
Other recently adopted measures 
include the introduction of anti-
avoidance provisions including transfer 
pricing rules.

While not new, Egypt introduced 
transfer pricing law with effect from 
1 January 2005. However, it was 
only in late 2010 that the Egyptian 
transfer pricing guidelines were 
issued, and such guidelines provide 
guidance in terms of how the tax 
authority intends to apply the 2005 law 
(retroactively as well as prospectively) 
and how taxpayers are to prepare their 
transfer pricing documentation. Not 
surprisingly, these transfer pricing 
documentation requirements will add 
a great deal of time to the compliance 
burden already faced by taxpayers 
in Egypt, not only in terms of being 
expected to prepare transfer pricing 
documentation, but also in terms of 
disclosing related party transactions on 
the Egyptian tax return, in the context 
of the newly issued guidelines.

Importantly, Egyptian transfer pricing 
compliance is not simply in relation 
to cross-border transactions. Most 
Egyptian companies operate through 
multiple legal entities, whereby each 
legal entity is treated as a separate 
and distinct taxpayer for Egyptian 
corporate tax purposes. As a result, 
many Egyptian companies have 
substantial intra-Egypt related party 
transactions whereby such transactions 
are also subject to Egyptian transfer 
pricing law and are within the 
scope of the Egyptian transfer 
pricing guidelines. 

Average Total Tax Rate

Average number of hours

Average number of payments

25.4%

176
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In the rest of the Middle East, many 
jurisdictions have some level of 
transfer pricing law (Oman, Saudi 
Arabia, Lebanon, Jordan, Kuwait, and 
Qatar). While no other jurisdiction 
outside of Egypt currently has formal 
transfer pricing guidelines that 
provide specific guidance in terms of 
the practical application of transfer 
pricing law, many of these jurisdictions 
are expected to adopt transfer pricing 
guidelines in the future, thus, the 
compliance obligation in this regard is 
expected to increase. Currently, in the 
absence of transfer pricing guidelines 
in these jurisdictions, transfer pricing 
audits have occurred adding to the 
general compliance resources needing 
to be dedicated by taxpayers to 
the subject.
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The Paying Taxes 2012 report ranks 
Romania 154 out of the 183 economies 
included in the study. This ranking 
continues to be heavily influenced by 
the high number of tax payments in 
Romania. 113 payments are required 
during the course of a year, most of 
which relate to labour taxes and the 
fact that currently Romania has no 
functional electronic payment system 
available for companies.

Compared to the previous year’s 
results, the three indicators have 
remained virtually unchanged for 
the reference period covered by the 
Paying Taxes 2012 report, as no major 
fiscal measures were adopted by the 
government in this respect to impact 
these results.

There were a number of important 
changes to the tax system for business 
in 2010, but these have not had an 
overall impact on the results. Although 
there was an increase in the VAT rate 
from 19% to 24% as of 1 July 2010 and 
this had a significant impact on the 
business climate, this does not affect 
the Total Tax Rate indicator, as it does 
not affect the taxes borne by the case 
study company. And while the number 
of hours to comply increased in respect 
of this VAT change, this was offset by 
a reduction in the number of hours 
required following the introduction of 
mandatory electronic filing for large 
and medium sized taxpayers which 
started in November 2010 along with 
the abolition of the minimum tax.

Romania

Significant reforms 
will make paying 
taxes easier in future 

Peter deRuiter
PwC Romania
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In 2011 Romania was one of the 
countries which hosted a regional 
launch of Paying Taxes. The launch 
event attracted substantial attention 
both with the media and with the 
tax authorities. It was also very well 
received by the public. The event 
stimulated a good debate with the tax 
authorities and the Ministry of Finance, 
and these debates have encouraged the 
authorities to take an important step 
in the implementation of fiscal reforms 
aimed at improving the fiscal climate 
and easing the taxpayer’s fiscal burden.

New reforms implemented by 
government have not yet had an 
impact on the indicators reported in 
the present edition of Paying Taxes, 
but they are expected to significantly 
improve the position for Romania in 
future periods. 

These measures include the following 
significant reforms which were 
introduced in 2011:

• Bringing all labour taxes (payroll 
and social security contributions) 
under one system of computation, 
control and collection which has 
been achieved by introducing a 
single tax return for labour taxes

• Capping to some extent the level 
of social security contributions 
that are applied to taxpayers while 
recognising that some further 
alignment of the computation 
procedure for employer and 
employee caps is necessary 

Apart from these two measures, the 
existence of an efficient electronic 
filing and payment systems is an 
important feature of any tax system, 
which significantly influences the 
number of hours and the number of 
payments. Compared to the situation 
of large or more developed economies, 
which are advanced in terms of both 
online filing and payment, in Romania 
the electronic payment system was 
only introduced at the end of 2010 and 
is not yet functional for companies 
(only for individuals at present).

It is expected that with the 
introduction of a single tax return for 
social security contributions along with 
the potential for electronic filing and 
payment for companies for all taxes, 
that the ranking for Romania will 
improve, as the number of payments 
and the number of hours reduce.

The Paying Taxes report and its 
indicators have proven to be a very 
useful catalyst for the discussions 
with officials within the Romanian 
government and its tax authority 
and represent a significant milestone 
for the initiation of comprehensive 
tax reforms.

Total Tax Rate

Number of hours

Number of payments

44.4%
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113
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The World Bank and IFC’s publication 
Doing Business 2010 report presented 
Rwanda as the world’s most improved 
economy. This was in recognition of 
radical reforms that the government 
has implemented in recent years to 
ease the business environment in 
the country. The report was well 
received by government, the business 
community and other stakeholders. 

The Paying Taxes study, has helped to 
generate public debate on improving 
tax administration and continues 
to be a source of information for 
policy makers, including the Rwanda 
Revenue Authority (RRA). However, 
more engagement with policy makers 
is required in future to explore how the 
findings can be used to improve the tax 
system and influence policy changes.

While the country is regarded as an 
attractive destination for business, 
some investors cite tax administration 
among the top challenges faced by 
their businesses. The government has 
in response, introduced a number 
of administrative and legislative 
reforms which has made paying taxes 
much easier. 

Rwanda

Radical reform to 
enhance revenue 
collection and plans 
to introduce e-filing 

Nelson Ogara
PwC Rwanda
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This has seen Rwanda’s rankings in the 
Paying Taxes study improve favourably 
since year 2006 when the survey was 
first conducted. For example, the 
number of tax payments has reduced 
from 26 in 2006 to 18 in year 2012. 
The Total Tax Rate has fallen from 
47.1% to 31.3% over the same period, 
while the time taken to comply has 
decreased by 20 hours.

Notable administrative and 
legislative reforms that have had 
impact include the establishment of 
block management system for small 
taxpayers (which groups taxpayers 
together under a tax district for ease 
of administration), introduction of 
online services though on a limited 
scale, the ease of tax registration at 
time of registering a business and an 
amendment allowing for quarterly 
(instead of monthly) filing of VAT 
returns for small businesses.

The mandate to collect national social 
security contributions and Rwanda 
Medical Insurance (RAMA) has been 
transferred to RRA, thus reducing the 
number of institutions that taxpayers 
deal with. 

Other initiatives that are making a 
difference include National Annual 
Taxpayer’s day, expansion of RRA 
offices throughout the country 
to service new taxpayers and 
introducing Call Centres to address 
taxpayer’s queries in a timely and 
professional manner.

On the tax compliance front, Rwanda 
has introduced a new law which 
requires that financial statements 
and tax returns are certified by 
competent professionals to enhance 
compliance and improve quality of 
financial reporting. 

The government is committed to 
improving tax administration and 
during the latest budget announced 
new administrative measures which 
are intended to ease tax collection, 
improve efficiency, minimise tax 
leakage and widen the tax base. 
Electronic Tax Registers have been 
introduced with effect from 1 July 
2011 through a phased approach. 
The government is also planning to 
introduce e-filing of tax returns and 
payments in the fiscal year 2011/2012. 
These major changes are expected to 
significantly ease payment of taxes.

Taxpayers still complain that filing 
tax returns takes a long time and is 
bureaucratic. In response, RRA has 
introduced a Queue Management 
System (QMS) at their offices, which 
is expected to ease the tax declaration 
process by allocating taxpayers 
according to services required.

There is still more to be done by 
the government to ease compliance 
costs. Tax laws need to be reviewed 
to provide clarity on areas that are 
uncertain such as the taxation of 
insurance business, the recovery of 
reverse VAT and VAT treatment of 
financial services. There is no specific 
legislation on taxation of insurance 
despite the complexity of this sector 
while recovery of reverse VAT is only 
allowed where there are no similar 
services in Rwanda. The unclear tax 
laws lead to disputes with the revenue 
authority, taking much time to resolve.

In addition, widening the tax base, 
bringing the informal sector into the 
tax net and attracting foreign investors 
remain key priorities for government. 
This will enhance revenue collection 
which remains RRA’s primary goal.

Overall, the administration measures 
announced in this year’s budget are 
expected to have a positive impact 
on the overall paying taxes ranking. 
The country’s revenue collection has 
continued to grow, rising from Rwf 186 
billion in 2005 to Rwf 491 billion for 
fiscal year 2010/2011.

Total Tax Rate

Number of hours

Number of payments

31.3%
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18



87 Paying Taxes 2012. The global picture

The Paying Taxes report plays a vital 
role in reminding the global business 
community that the overall tax 
position of a company is not merely 
determined by a particular country’s 
corporate tax rate – but by a whole 
range of essential factors, which in 
this publication are brought to light 
and presented in a summarised and 
accessible format. 

Sweden’s rankings in Paying Taxes 
for all three sub-indicators have since 
the launch of the first report in 2006 
remained fairly constant. 

Sweden’s Total Tax Rate of 52.8% is 
still ranked as one of the highest, in 
spite of a reduction of the Swedish 
corporate tax rate from 28% to 26.3% 
(applicable for financial years starting 
1 January 2009 or later). 

Sweden

Online IT systems 
a focus for the 
tax authority

Lennart Svantesson
PwC Sweden
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With its 122 hours, Sweden is ranked 
above average for the “number of 
hours” indicator and with only four 
payments per year, it is at the top of the 
rankings for the ‘number of payments’ 
indicator. These two measures of 
compliance are clearly important since 
they can ultimately increase the cost 
for companies, and this is why in recent 
years the Swedish Tax Agency has 
looked to help ease the administrative 
burden on the companies by 
developing an online IT system for 
tax payments. 

In recent years environmental taxes 
and environmentally motivated 
subsidies have increased substantially 
in Sweden. It has been the conscious 
aim of the government to implement 
an overall tax shift where income 
taxes and social contribution fees are 
gradually replaced with green taxes. 

It should be noted however that 
currently the green taxes and subsidies 
are not caught by the fact pattern of the 
case study company presented in the 
Paying Taxes study.

There is also an ongoing public debate 
in Sweden concerning tax planning 
and this has resulted in a number of 
changes to the Swedish tax system. 
For example, in 2009 the government 
enacted anti-debt push down 
provisions so that a deduction is now 
not allowed for interest payments in 
certain circumstances. 

Apart from the debate on tax planning, 
a number of government committees 
have also been appointed to review a 
major overhaul of the entire Swedish 
corporate tax system. 

The aim of the reform is to establish 
an improved and more neutral 
tax treatment for equity and loan 
financing, with proposals to replace the 
current interest deduction provisions 
which should lead to a broader tax 
base for corporate taxation which in 
turn could help to finance a further 
reduction in the corporate tax rate.

The committees are also looking 
at tax incentives for research and 
development costs in order to promote 
new investments. 

Finally there are additional 
governmental proposals to make 
changes to Swedish taxation 
procedures, including a split of the 
current single tax filing date in May 
into four different dates as from 2012. 
However, this change is not expected to 
in itself lead to an increase in the hours 
required for the compliance process. 

Total Tax Rate

Number of hours

Number of payments
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The Swiss tax system continues to 
stand out with its long-term stability, 
evidenced by the stable Total Tax Rate. 
Alongside this it is noteworthy that 
the Swiss authorities continue in their 
efforts to reduce the administrative 
compliance burden for companies. 
The tax authorities of the largest 
canton in Switzerland, the canton 
of Zurich, are planning in the near 
future to introduce an electronic tax 
filing system. Recently the cantonal 
parliament has accepted the legal basis 
for this change. It can be assumed that 
more and more cantons will follow 
this example. The goals here are 
clearly to reduce the tax compliance 
burden for the tax payers, minimise 
the administrative costs for the tax 
authorities and reduce the incidence of 
data transfer errors.

In 2011 the Swiss government has 
introduced several reforms in respect 
of the corporate tax system. Most 
importantly, the capital contribution 
principle has been introduced from 1 
January 2011, bringing fundamental 
change to the Swiss corporate tax 
system as it eliminates a long standing 
disadvantage for the business location 
Switzerland and especially for its 
foreign investors. Under the new 
principle the Swiss 35% withholding 
tax is no longer levied upon the 
repayment to its shareholders of equity 
capital that was originally contributed 
by shareholders. However political 
discussion has been initiated as to 
whether the new system should be 
maintained and as a consequence may 
be limited in time. 

Switzerland

Implementing 
effective information 
exchange with 
overseas tax 
administrations to 
develop Switzerland’s 
tax system 

Armin Marti 
PwC Switzerland
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Rules have also now been introduced 
by almost half of the Swiss cantons to 
enable the annual capital tax based on 
the equity of a company to be set off 
against its annual income tax. More 
cantons will follow. This leads de facto 
to an abolition of the annual capital tax 
for all corporate income tax payers in a 
significant profit situation. 

Also in 2011 while the standard 
value-added tax rate has increased 
from 7.6% up to 8% (respectively for 
the reduced rate for goods for basic 
needs from 2.4% to 2.5% and for 
the special rate for services with the 
provision with lodging from 3.6% to 
3.8%), parliament is discussing ways 
to simplify the VAT legislation by 
reducing the three rates that currently 
exist down to two which would 
decrease the compliance burden for 
many Swiss tax payers.

Since autumn 2010 Switzerland has 
been in negotiations with several 
countries - mainly with Germany, the 
USA and the UK – to find a solution 
for the untaxed assets invested by 
their residents with Swiss banks. The 
ambition is to fulfil the tax duty of the 
taxable persons towards their foreign 
authorities either through reporting to 
the foreign fiscs or a final withholding 
tax which is collected by the Swiss 
bank and remitted to the foreign 
country. During August 2011 the Swiss 
authorities initiated respective bilateral 
agreements with the governments of 
Germany and the UK. Other European 
countries have expressed an interest 
in concluding similar agreements 
with Switzerland, e.g. Greece, France 
and Italy.

In 2011 the Global Forum on 
Transparency and Exchange of 
Information for Tax Purposes published 
a country report on Switzerland 
recognising the significant effort 
made regarding the implementation 
of an effective information exchange 
with foreign tax administrations. 
New tax treaties with Switzerland 
are now fully in accordance with the 
international standards.

Switzerland has concluded a vast 
number of double tax treaties. 
Currently, Switzerland is in negotiation 
with 18 of its treaty partners 
concerning the incorporation of an 
arbitration clause in accordance 
with the OECD model convention. 
With this new arbitration clause 
any double taxation should be 
prevented even in cases where the 
competent tax authorities do not find a 
mutual solution. 

The goal is for Switzerland’s fiscal 
law to be compliant with the OECD 
guidelines - in particular in the field 
of tax information exchange - to avoid 
any sanctions by other countries. 
Therefore, it is the declared objective 
that Switzerland shall remain a 
first-rate place for foreign direct 
investments by maintaining and 
further developing its tax system 
to stay internationally competitive 
and transparent. 

Total Tax Rate
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Number of payments

30.1%

63

19



91 Paying Taxes 2012. The global picture

A country’s tax laws constitute a major 
component of its tax system, and the 
way in which they are drafted has a 
significant impact on how easy it is 
to comply with them. Unlike some 
jurisdictions, Turkey’s tax laws are 
designed on a basis of principles rather 
than in detail and are supplemented 
by regulations set out in communiqués 
and circulars. The downside of this 
approach is that the implementation of 
the tax laws becomes more subjective 
and can be highly prone to different 
interpretation with the added problem 
that there can be many instances 
where the general principles and 
communiqués fail to shed light on how 
the law should be applied. 

Turkish tax laws also evolve and 
change both materially and frequently. 
Certain sections of the Income Tax 
Law and supplementary guidance 
have been amended 11 times over the 
last three years. This has included 
the redrafting of Corporate Tax Law 
from scratch in 2006. And further 
major changes are in the pipeline to 
include the rewriting of Income Tax 
Law, Tax Procedural Law, and Special 
Consumption and Value Added Tax 
law – key tax laws that will have a 
significant effect on businesses. 

Turkey

A programme 
to increase the 
effectiveness 
of the Revenue 
Administration

Zeki Gunduz 
PwC Turkey
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Corporate tax rates in Turkey are 
competitive and comparatively low 
when compared with rates in some 
European countries. However, indirect 
taxes represent a significant element 
of the Turkish tax system and the 
high rates of these taxes make them 
more important than the direct ones. 
Indirect taxes accounted for 67% of 
all tax collection by Government in 
2010. And most of the direct taxes are 
collected through withholding rather 
than declared income, a method of 
collection that has been implemented 
to deal with issues around unrecorded 
taxes and tax avoidance which have 
arisen in view of a lack of regular 
tax audits and understaffing in the 
tax authority. 

Understandably, indirect taxes 
(which are easy to impose) have 
therefore become an important tool 
for Government to help fund the 
public finances. The issues around 
the collection of direct taxes has 
long been a recognised problem area 
and in recent years the Revenue 
Administration has embarked on 
a program to address the issues 
by increasing the effectiveness of 
tax collection through a number of 
measures including a dramatic increase 
in staffing levels and the consolidation 
of the existing tax inspectors and 
their powers and duties under one 
organisational roof, to boost efficiency.

On the compliance side, the Revenue 
Administration has undertaken some 
successful steps to offer tax-related 
compliance materials in an electronic 
form. This process began with tax 
returns and was followed with certain 
forms and invoices. The intention 
is also to convert legal books to an 
electronic form. The ultimate aim 
of this process is to allow taxpayers 
to file and keep track of all their tax 
matters electronically. In addition, 
tax officers are developing their 
systems, making them faster and 
more efficient. However, these new 
developments have not yet completely 
achieved their purpose as with each 
new implementation new requirements 
have also been introduced, 
which has in turn generated new 
bureaucratic procedures.

In summary, there have been many 
improvements to the tax system 
involving significant effort by the 
authorities. While there remains 
considerable room for improvement, 
the signs are hopeful that this will be 
achieved in future.
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Over the years of the study Vietnam 
has made a number of changes to its 
tax regime to help ease the burden 
on business. Significant efforts have 
been made to reduce the overall tax 
cost of Tax payers and to support 
companies through the financial crisis. 
Improvements have also been made 
to the tax compliance systems with a 
series of reforms, but there is clearly 
more to do.

From 2009, the standard corporate 
income tax rate reduced from 28% 
to 25% and this was applied to 
both foreign invested and domestic 
enterprises. This was the second step 
of a unification process which started 
in 2006 to unify the two separate tax 
regimes that have existed for foreign 
invested and domestic enterprises. And 
then, to support companies through 
the financial crisis, there was a further 
30% reduction in corporate income 
tax, and a tax payment deferral, 
granted to all qualifying small and 
medium enterprises (SMEs) for the last 
quarter of 2008 and 2009. As a result, 
the effective corporate income tax rate 
in 2009 was lower than 25% which 
was reflected in a lower Total Tax 
Rate in 2009. In 2010 the additional 
corporate income tax reduction 
was  not available (although this has 
been reintroduced for 2011) but the 
ability to defer payment of 2010 tax 
liabilities continued. 

From 2009, the standard corporate 
income tax rate reduced from 28% 
to 25% and this was applied to 
both foreign invested and domestic 
enterprises. This was the second step 
of a unification process which started 
in 2006 to unify the two separate tax 
regimes that have existed for foreign 
invested and domestic enterprises. And 
then, to support companies through 
the financial crisis, an exemption from 
corporate income tax was granted 
to all qualifying small and medium 
enterprises (SMEs) (and also some 
non-SMEs in certain sectors in 2009). 
Qualifying SMEs have also been 
allowed to defer the payment of its 
2010 tax liabilities for 12 months and 
to reduce their 2011 corporate income 
tax liabilities by 30%.

Vietnam

Cumbersome 
procedures place a 
heavy compliance 
burden on business 

Richard Irwin
PwC Vietnam
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Improvements made to the compliance 
systems have been reflected in 
the Paying Taxes indicators with a 
reduction in the number of hours 
required by over 100 hours. But the 
number of hours needed to comply 
is still high. The Law on the Tax 
Administration System came into force 
in July 2007, and this set the corner 
stone for a comprehensive reform of 
the tax administration in Vietnam. 
However, its impact has not been fully 
realised due to a lack of coordination 
in the drafting of the actual tax laws 
and the tax administration regulations 
required to comply with them. From a 
practical perspective, this has meant 
that the structure of tax returns 
themselves has sometimes not reflected 
what is required by the tax legislation 
and as a result taxpayers often struggle 
to reflect certain transactions properly 
in the tax return. When drafting and 
amending tax legislation the practical 
aspects of implementing the law need 
to be better considered to ensure that 
cumbersome administrative burdens 
are not created for the taxpayer. 

We acknowledge the efforts made 
by Government to simplify the 
administrative procedures, with 
initiatives such as the introduction 
of electronic tax filing and tax 
payment, but the major practical issue 
remains that it is the time required 
for preparation of tax returns and 
supporting documents that is the 
difficulty. The Paying Taxes report 
shows this clearly. Although the time 
needed for filing and paying taxes is 
reasonable and has reduced over the 
years, the majority of hours that are 
needed by the case study company 
to comply with its taxes are for the 
preparation of tax returns, 840 of 
the total of 941. There are several 
examples of this.

The corporate income tax regulations 
require the taxpayer to make many 
adjustments to the accounting profit 
in order to determine the taxable 
profit. And these adjustments often 
require detailed support and tracking 
throughout the year. One example 
is the requirement to register the 
consumption level for manufacturing 
companies. A company must notify its 
consumption level in the beginning 
of the year to the tax authorities, and 
adjustments during the year also 
require notification, at latest with the 
submission of the final tax return. 
Costs for raw or other materials 
which are used in excess to the 
notified consumption level are not tax 
deductible. This example shows that a 
lot of administrative work is required 
which may also result in unnecessary 
disclosure of confidential data. 

Total Tax Rate
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The VAT system offers another good 
example of a system that places a 
heavy administrative burden placed 
on companies. VAT payers are required 
to compile a list of invoices for goods/
services sold and a list of invoices 
for goods/services purchased which 
has to be submitted with every VAT 
return. These lists do not contain any 
information necessary to determine 
tax payable. The preparation of such 
reports is a time consuming exercise, 
in particular for companies with large 
number of transactions.

In May 2011, the Prime Minister 
approved a Decision for reforming 
the tax system between 2011 and 
2020. Reducing the time spent on 
administrative procedures is one key 
focus of the proposed reform, with 
the aim of redefining Vietnam as one 
of Southeast Asia’s top five countries 
in terms of having an efficient tax 
jurisdiction, by 2015.

It must be acknowledged that the 
hours required to comply with social 
security contributions account for 
more than 30% of the total hours 
required. The tax administration 
reform implemented by the Ministry 
of Finance does not have an impact 
on social security contribution since 
the collection of social security 
contribution rests with a separate 
organisation. No improvement in the 
administration of the social security 
system has been recognised over 
recent years.



The Paying Taxes 
methodology Paying Taxes records the taxes and 

mandatory contributions that a 
medium-size company must pay in a 
given year as well as measuring the 
administrative burden of paying taxes 
and contributions. The project was 
developed and implemented as part of 
the Doing Business project by the World 
Bank and IFC in cooperation with PwC. 
Taxes and contributions measured 
include profit or corporate income tax, 
social contributions and labour taxes 
paid by the employer, property taxes, 
property transfer taxes, dividend tax, 
capital gains tax, financial transactions 
tax, waste collection taxes, vehicle and 
road taxes, and any other small taxes 
or fees. 

As for previous years, the overall 
paying taxes ranking included in 
this report continues to use a simple 
average of the percentile rankings 
for each of the sub-indicators. These 
rankings are set out in Appendix 4.

This year the rankings in this report
differ from those used by the World 
Bank Group in the Doing Business 
2012 report where a change in the 
ranking methodology is being piloted 
to address various issues that have 
been raised through discussions with 
stakeholders. The Doing Business 
project has applied a threshold to the 
ranking for the Total Tax Rate to seek 
to mitigate the effects of low Total 
Tax Rates.

Appendix 1
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Paying Taxes measures all taxes and 
contributions that are government 
mandated (at any level—federal, 
state or local) and which apply to the 
standardised business and have an 
impact in its financial statements. In 
doing so, Paying Taxes goes beyond 
the traditional definition of a tax. As 
defined for the purposes of government 
national accounts, taxes include only 
compulsory, unrequited payments to 
general government. Paying Taxes 
departs from this definition because it 
measures imposed charges that affect 
business accounts, not government 
accounts. The main difference relates 
to labour contributions. The Paying 
Taxes measure in Doing Business 
includes government-mandated 
contributions paid by the employer 
to a requited private pension fund or 
workers’ insurance fund. The indicator 
includes, for example, Australia’s 
compulsory superannuation guarantee 
and workers’ compensation insurance. 
It should be noted that for the purpose 
of calculating the Total Tax Rate 
(defined below), only taxes borne are 
included. For example, value added 
taxes are generally excluded (provided 
they are not irrecoverable) because 
they do not affect the accounting 
profits of the business—that is, they are 
not reflected in the income statement. 
They are, however, included for the 
purpose of the compliance measures 
(time and payments), as they add to 
the burden of complying with the 
tax system.

Figure A1.1: Paying taxes: tax compliance for a local manufacturing company

Rankings are based on three-sub indicators

Time (33.3%)
Number of hours per year to 

prepare, file returns and pay taxes

Payments (33.3%)
Number of tax payments per year

Total Tax Rate (33.3%)
Firm tax liability as % of profits 
before all taxes borne
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The Paying Taxes study uses the 
Doing Business case scenario to 
measure the taxes and contributions 
paid by a standardised business and 
the complexity of an economy’s tax 
compliance system. This case scenario 
uses a set of financial statements 
and assumptions about transactions 
made over the course of the year. Tax 
experts from a number of different 
firms in each economy (including PwC) 
compute the taxes and mandatory 
contributions due in their jurisdiction 
based on the standardised case study 
facts. Information is also compiled on 
the frequency of filing and payments as 
well as time taken to comply with tax 
laws in an economy. 

The timeline summarises the annual 
process for collecting the Paying 
Taxes data.

The methodology for the Paying 
Taxes indicators has benefited from 
discussion with members of the 
International Tax Dialogue and other 
stakeholders, which has led to a 
refinement of the survey questions on 
the number of hours required to pay 
taxes and the collection of additional 
data on the labour tax wedge for 
further research. 

Questionnaire is 
reviewed by the Doing 
Business managment 
and PwC Paying 
Taxes teams.

Improvements to 
indicator and non-
indicator questions 
implemented.

Clearance of revised 
questionnaire by 
Doing Business 
management team.

Distribution of the 
questionnaire by 
the Doing Business 
management team 
to the contributors 
in each economy, 
including PwC.

Completion of the 
questionnaire by 
contributors with 
a facility to raise 
queries with the 
Doing Business 
management.

January February March April May June

Dialogue with governments on the results for individual economies and regions

Input from users of the publication and other interested parties including international organisations and institutions

Review of the questionnaires submitted by the 
Doing Business management team. Identification 
of issues arising from the data, and investigation of 
these with the contributors (typically there are four 
rounds of interaction between the contributors and 
the Doing Business managment team).

Any suggested changes to the indicators are 
investigated further with the contributors and 
then verified with other third party contributors. 
The change is only made if it is substantiated. 
Finalisation and input of the data into the World 
Bank and IFC model.

Calculation and finalisation of the indicators 
and rankings.

Clearance of these figures with the Doing 
Business management.

Figure A1.2: Timeline summarising the annual process for collecting the Paying Taxes data

To make the data comparable across 
the economies included in the study, 
a number of assumptions about 
the business and the taxes and 
contributions made by the business 
are used.

Assumptions about 
the business
The business:

• is a limited liability, taxable 
company. If there is more than one 
type of limited liability company 
in the economy, the limited 
liability form most common among 
domestic firms is chosen. The 
most common form is reported 
by incorporation lawyers or the 
statistical office.

• started operations on 1 January 
2009. At that time the company 
purchased all the assets shown 
in its balance sheet and hired all 
its workers.

• operates in the economy’s largest 
business city.

• is 100% domestically owned and 
has five owners, all of whom are 
natural persons.

• at the end of 2009, has a start-
up capital of 102 times income 
per capita.

• performs general industrial or 
commercial activities. Specifically, 
it produces ceramic flowerpots 
and sells them at retail. It does not 
participate in foreign trade (no 
import or export) and does not 
handle products subject to a special 
tax regime, for example, liquor 
or tobacco.

• at the beginning of 2010, owns 
two plots of land, one building, 
machinery, office equipment, 
computers and one truck. It also 
leases one truck.

• does not qualify for investment 
incentives or any benefits apart 
from those related to the age or size 
of the company.

• has 60 employees—four managers, 
eight assistants and 48 workers. All 
are nationals, and one manager is 
also an owner. The company pays 
for additional medical insurance 
for employees (not mandated by 
any law) as an additional benefit. 
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Feedback of the 
final results to the 
contributors

Drafting of the 
Paying Taxes 
publication.

July August September October November December

Feedback of the final results to 
government representatives. 

Drafting of the World Bank and IFC Paying 
Taxes chapter for inclusion in the Doing 
Business publication and clearance with 
Doing Business management.

Independent PwC analysis of indicator and non-indicator data to determine 
a PwC perspective. Focus on geographical and economic groupings.

Launch of the Paying Taxes report and online 
data. Regional launch events for the Paying 
Taxes report.

Launch of the Doing 
Business report and 
online data.

In addition, in some economies 
reimbursable business travel and 
client entertainment expenses are 
considered fringe benefits. When 
applicable, it is assumed that the 
company pays the fringe benefit tax 
on this expense or that the benefit 
becomes taxable income for the 
employee. The case study assumes 
no additional salary additions for 
meals, transportation, education 
or others. Therefore, even when 
such benefits are frequent, they 
are not added to or removed 
from the taxable gross salaries 
to arrive at the labour tax or 
contribution calculation.

• has a turnover of 1,050 times 
income per capita.

• makes a loss in the first year 
of operation.

• has a gross margin (pre-tax) of 20% 
(i.e. sales are 120% of the cost of 
goods sold).

• distributes 50% of its net profits as 
dividends to the owners at the end 
of the second year.

• sells one of its plots of land at 
a profit at the beginning of the 
second year.

• has annual fuel costs for its trucks 
equal to twice income per capita.

• is subject to a series of detailed 
assumptions on expenses and 
transactions to further standardise 
the case. All financial statement 
variables are proportional to 2005 
income per capita. For example, 
the owner who is also a manager 
spends 10% of income per capita 
on travelling for the company 
(20% of this owner’s expenses 
are purely private, 20% are for 
entertaining customers and 60% for 
business travel).

Assumptions about the taxes 
and contributions
• All the taxes and contributions 

recorded are those paid in the 
second year of operation (calendar 
year 2010). A tax or contribution 
is considered distinct if it has a 
different name or is collected 
by a different agency. Taxes and 
contributions with the same name 
and agency, but charged at different 
rates depending on the business, 
are counted as the same tax 
or contribution.

• The number of times the company 
pays taxes and contributions in 
a year is the number of different 
taxes or contributions multiplied 
by the frequency of payment (or 
withholding) for each tax. The 
frequency of payment includes 
advance payments (or withholding) 
as well as regular payments 
(or withholding).



99 Paying Taxes 2012. The global picture

What does Paying Taxes 
measure?
Tax payments
The tax payments indicator reflects the 
total number of taxes and contributions 
paid, the method of payment, the 
frequency of payment, the frequency 
of filing and the number of agencies 
involved for this standardised case 
study company during the second 
year of operation (table A.1.1). It 
includes consumption taxes paid by 
the company, such as sales tax or value 
added tax. These taxes are traditionally 
collected from the consumer on behalf 
of the tax agencies. Although they 
do not affect the income statements 
of the company, they add to the 
administrative burden of complying 
with the tax system and so are included 
in the tax payments indicator.

The number of payments takes into 
account electronic filing. Where 
full electronic filing and payment is 
allowed and it is used by the majority 
of medium-size businesses, the tax 
is counted as paid once a year even 
if filings and payments are more 
frequent. For payments made through 
third parties, such as tax on interest 
paid by a financial institution or fuel 
tax paid by a fuel distributor, only one 
payment is included even if payments 
are more frequent. 

Where two or more taxes or 
contributions are filed for and paid 
jointly using the same form, each 
of these joint payments is counted 
once. For example, if mandatory 
health insurance contributions and 
mandatory pension contributions are 
filed for and paid together, only one of 
these contributions would be included 
in the number of payments. 

Time
Time is recorded in hours per year. 
The indicator measures the time taken 
to prepare, file and pay three major 
types of taxes and contributions: the 
corporate income tax, value added or 
sales tax, and labour taxes, including 
payroll taxes and social contributions. 
Preparation time includes the time 
to collect all information necessary 
to compute the tax payable and to 
calculate the amount payable. If 
separate accounting books must be 
kept for tax purposes – or separate 
calculations made – the time associated 
with these processes is included. 
This extra time is included only if 
the regular accounting work is not 
enough to fulfil the tax accounting 
requirements. Filing time includes 
the time to complete all necessary 
tax return forms and file the relevant 
returns at the tax authority. Payment 
time considers the hours needed to 
make the payment online or at the 
tax authorities. Where taxes and 
contributions are paid in person, the 
time includes delays while waiting.

Table A1.1: What do the paying taxes indicators measure?

Tax payments for a manufacturing company in 2010 (number per year adjusted for 
electronic and joint filing and payment)

Total number of taxes and contributions paid, including consumption taxes (value added tax, 
sales tax or goods and service tax)

Method and frequency of filing and payment

Time required to comply with 3 major taxes (hours per year)

Collecting information and computing the tax payable

Completing tax return forms, filing with proper agencies

Arranging payment or withholding

Preparing separate mandatory tax accounting books, if required

Total Tax Rate (% of profit before all taxes)

Profit or corporate income tax

Social contributions and labour taxes paid by the employer

Property and property transfer taxes

Dividend, capital gains and financial transactions taxes

Waste collection, vehicle, road and other taxes
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Total Tax Rate
The Total Tax Rate measures the 
amount of taxes and mandatory 
contributions borne by the business in 
the second year of operation, expressed 
as a share of commercial profit. Paying 
Taxes 2012 reports the Total Tax Rate 
for calendar year 2010. The total 
amount of taxes borne is the sum of all 
the different taxes and contributions 
payable after accounting for allowable 
deductions and exemptions. The taxes 
withheld (such as personal income 
tax) or collected by the company 
and remitted to the tax authorities 
(such as Value Added Tax, sales tax or 
goods and service tax) but not borne 
by the company are excluded. The 
taxes included can be divided into five 
categories: profit or corporate income 
tax, social contributions and labour 
taxes paid by the employer (in respect 
of which all mandatory contributions 
are included, even if paid to a private 
entity such as a requited pension fund), 
property taxes, turnover taxes and 
other taxes (such as municipal fees and 
vehicle and fuel taxes).

The Total Tax Rate is designed to 
provide a comprehensive measure 
of the cost of all the taxes a business 
bears. It differs from the statutory 
tax rate, which merely provides the 
factor to be applied to the tax base. 
In computing the Total Tax Rate, 
the actual tax payable is divided by 
commercial profit. Data for Norway 
is shown in figure A1.2 to illustrate 
the calculation. 

Commercial profit is essentially net 
profit before all taxes borne. It differs 
from the conventional profit before 
tax, reported in financial statements. 
In computing profit before tax, many 
of the taxes borne by a firm are 
deductible. In computing commercial 
profit, these taxes are not deductible. 
Commercial profit therefore presents 
a clear picture of the actual profit of a 
business before any of the taxes it bears 
in the course of the fiscal year. 

Commercial profit is computed as 
sales minus cost of goods sold, minus 
gross salaries, minus administrative 
expenses, minus other expenses, 
minus provisions, plus capital gains 
(from the property sale) minus interest 
expense, plus interest income and 
minus commercial depreciation. To 
compute the commercial depreciation, 
a straight-line depreciation method 
is applied, with the following rates: 
0% for the land, 5% for the building, 
10% for the machinery, 33% for 
the computers, 20% for the office 
equipment, 20% for the truck and 10% 
for business development expenses. 
Commercial profit amounts to 59.4 
times income per capita.

The methodology for calculating the 
Total Tax Rate is broadly consistent 
with the Total Tax Contribution 
framework developed by PwC and 
the calculation within this framework 
for taxes borne. But while the work 
undertaken by PwC is usually based 
on data received from the largest 
companies in the economy, Doing 
Business focuses on a case study for a 
standardised medium-size company.

Table A1.2: Computing the Total Tax Rate for Norway

Type of tax  
(tax base)

Statutory 
rate

r

Statutory
tax base

b
NKr

Actual tax
payable
a = r x b

NKr

Commercial
profit*

c
NKr

Total Tax 
Rate

t = a/c

Corporate  
income tax
(taxable income)

28.0% 20,612,719 5,771,561 23,651,183 24.4%

Social security
contributions 
(taxable
wages)

14.1% 26,684,645 3,762,535 23,651,183 15.9%

Fuel tax  
(fuel price)

NKr 4 per litre 74,247 
litres

297,707 23,651,183 1.3%

Total 9,831,803 41.6%
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A vibrant private sector – with firms 
making investments, creating jobs and 
improving productivity – promotes 
growth and expands opportunities 
for poor people. To foster a vibrant 
private sector, governments around the 
world have implemented wide-ranging 
reforms, including price liberalisation 
and macroeconomic stabilisation 
programmes. But governments 
committed to the economic health 
of their country and opportunities 
for its citizens focus on more than 
macroeconomic conditions. They 
also pay attention to the quality of 
laws, regulations and institutional 
arrangements that shape daily 
economic activity. 

Until ten years ago, however, 
there were no globally available 
indicator sets for monitoring such 
microeconomic factors and analysing 
their relevance. The first efforts to 
address this gap, in the 1980s, drew 
on perceptions data from expert or 
business surveys that capture often 
one-time experiences of businesses. 
Such surveys can be useful gauges 
of economic and policy conditions. 
But few perception surveys provide 
indicators with a global coverage that 
are updated annually. 

The Doing Business project takes a 
different approach from perception 
surveys. It looks at domestic, primarily 
small and medium-size companies 
and measures the regulations applying 
to them through their life cycle. 
Based on standardised case studies, 
it presents quantitative indicators 
on business regulation that can be 
compared across 183 economies and 
over time. This approach complements 
the perception surveys in exploring 
the major constraints for businesses, 
as experienced by the businesses 
themselves and as set out in the 
regulations that apply to them. 

Rules and regulations are under the 
direct control of policy makers – and 
policy makers intending to change the 
experience and behaviour of businesses 
will often start by changing rules and 
regulations that affect them. Doing 
Business goes beyond identifying that 
a problem exists and points to specific 
regulations or regulatory procedures 
that may lend themselves to reform. 
And its quantitative measures of 
business regulation enable research 
on how specific regulations affect firm 
behaviour and economic outcomes. 

37 For more details on how the aggregate rankings are created, please see www.doingbusiness.org. 
38  This has included a review by the World Bank Group Independent Evaluation Group (2008) as well as ongoing input from 

the International Tax Dialogue.

The first Doing Business report, 
published in 2003, covered five 
indicator sets and 133 economies. This 
year’s report covers 11 indicator sets 
and 183 economies. Ten topics are 
included in the aggregate ranking on 
the ease of doing business and other 
summary measures.37 The project 
has benefited from feedback from 
governments, academics, practitioners 
and reviewers.38 The initial goal 
remains: to provide an objective basis 
for understanding and improving the 
regulatory environment for business.
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What Doing Business covers
An entrepreneur’s willingness to try a 
new idea may be influenced by many 
factors, including perceptions of how 
easy (or difficult) it will be to deal 
with the array of rules that define and 
underpin the business environment. 
Whether the entrepreneur decides 
to move forward with the idea, to 
abandon it or to take it elsewhere might 
depend in large part on how simple it 
is to comply with the requirements for 
opening a new business or getting a 
construction permit and how efficient 
the mechanisms are for resolving 
commercial disputes or dealing with 
insolvency. Doing Business provides 
quantitative measures of regulations 
for starting a business, dealing 
with construction permits, getting 
electricity, registering property, getting 
credit, protecting investors, paying 
taxes, trading across borders, enforcing 
contracts and resolving insolvency – 
as they apply to domestic small and 
medium-size enterprises. It also looks 
at regulations on employing workers. 

A fundamental premise of Doing 
Business is that economic activity 
requires good rules. These include 
rules that establish and clarify property 
rights and reduce the cost of resolving 
disputes, rules that increase the 
predictability of economic interactions 
and rules that provide contractual 
partners with core protections against 
abuse. The objective: regulations 
designed to be simple and efficient in 
implementation and accessible to all 
who need to use them. Accordingly, 
some Doing Business indicators give a 
higher score for more regulation, such 
as stricter disclosure requirements in 
related-party transactions. Some give 
a higher score for a simplified way of 
implementing existing regulation, 
such as completing business start-up 
formalities in a one-stop shop. 

The Doing Business project 
encompasses two types of data. The 
first come from readings of laws and 
regulations by both the local expert 
respondents and Doing Business. 
The second are time-and-motion 
indicators that measure the efficiency 
in achieving a regulatory goal (such 
as granting the legal identity of a 
business). Within the time-and-motion 
indicators, cost estimates are recorded 
from official fee schedules where 
applicable. A regulatory process such 
as starting a business or registering 
property is broken down into clearly 
defined steps and procedures. The time 
estimates for each procedure are based 
on the informed judgment of expert 
respondents who routinely administer 
or advise on the relevant regulations.39 
Here, Doing Business builds on 
Hernando de Soto’s pioneering work 
in applying the time-and-motion 
approach first used by Frederick 
Taylor to revolutionise the production 
of the Model T Ford. De Soto used 
the approach in the 1980s to show 
the obstacles to setting up a garment 
factory on the outskirts of Lima.40 
 

39  Local experts in 183 economies are surveyed annually to collect and update the data. The local experts for each 
economy are listed on the Doing Business website (http://www.doingbusiness.org). 

40 De Soto 2000. 
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What Doing Business does 
not cover
Just as important as knowing what 
Doing Business does is to know what 
it does not do – to understand what 
limitations must be kept in mind in 
interpreting the data. 

Limited in scope
Doing Business focuses on 11 topics, 
with the specific aim of measuring the 
regulation relevant to the life cycle of a 
domestic firm. Accordingly: 
 
• Doing Business does not measure 

all aspects of the business 
environment that matter to 
firms or investors – or all factors 
that affect competitiveness. It 
does not, for example, measure 
security, corruption, market size, 
macroeconomic stability, the 
state of the financial system, the 
labour skills of the population 
or all aspects of the quality 
of infrastructure. Nor does it 
focus on regulations specific to 
foreign investment. 

• While Doing Business focuses 
on the quality of the regulatory 
framework, it is not all-inclusive; 
it does not cover all regulations 
in any economy. As economies 
and technology advance, more 
areas of economic activity are 
being regulated. For example, 
the European Union’s body of 
laws (acquis) has now grown to 
no fewer than 14,500 rule sets. 
Doing Business covers 11 areas of 
a company’s life cycle, through 11 
specific sets of indicators. These 
indicator sets do not cover all 
aspects of regulation in the area of 
focus. For example, the indicators 
on starting a business or protecting 
investors do not cover all aspects 
of commercial legislation. The 
employing workers indicators 
do not cover all areas of labour 
regulation. The current set of 
indicators does not, for example, 
include measures of regulations 
addressing safety at work or the 
right of collective bargaining.

• Doing Business also does not 
attempt to measure all costs and 
benefits of a particular law or 
regulation to society as a whole. 
The paying taxes indicators, 
for example, measure the Total 
Tax Rate, which is a cost to 
business. The indicators do not 
measure, nor are they intended to 
measure, the social and economic 
programs funded through tax 
revenues. Measuring business 
laws and regulations provides 
one input into the debate on the 
regulatory burden associated with 
achieving regulatory objectives. 
Those objectives can differ 
across economies. 

Based on standardised 
case scenarios
Doing Business indicators are built on 
the basis of standardised case scenarios 
with specific assumptions, such as the 
business being located in the largest 
business city of the economy. Economic 
indicators commonly make limiting 
assumptions of this kind. Inflation 
statistics, for example, are often based 
on prices of a set of consumer goods in 
a few urban areas. 

Such assumptions allow global 
coverage and enhance comparability. 
But they come at the expense of 
generality. Doing Business recognises 
the limitations of including data on 
only the largest business city. Business 
regulation and its enforcement, 
particularly in federal states and large 
economies, may differ across the 
country. Recognising governments’ 
interest in such variation, Doing 
Business has complemented its global 
indicators with subnational studies in 
a range of economies. This year Doing 
Business also conducted a pilot study 
on the second largest city in three 
large economies to assess within-
country variations. 

In areas where regulation is complex 
and highly differentiated, the 
standardised case used to construct 
the Doing Business indicator needs 
to be carefully defined. Where 
relevant, the standardised case 
assumes a limited liability company 
or its legal equivalent. This choice 
is in part empirical: private, limited 
liability companies are the most 
prevalent business form in many 
economies around the world. The 
choice also reflects one focus of Doing 
Business: expanding opportunities 
for entrepreneurship. Investors are 
encouraged to venture into business 
when potential losses are limited to 
their capital participation. 

Focused on the formal sector 
In constructing the indicators, Doing 
Business assumes that entrepreneurs 
are knowledgeable about all 
regulations in place and comply with 
them. In practice, entrepreneurs may 
spend considerable time finding out 
where to go and what documents to 
submit. Or they may avoid legally 
required procedures altogether – by 
not registering for social security, 
for example. 

Where regulation is particularly 
onerous, levels of informality are 
higher. Informality comes at a cost: 
firms in the informal sector typically 
grow more slowly, have poorer access 
to credit and employ fewer workers 
– and their workers remain outside 
the protections of labour law.41 All 
this may be even more so for female-
owned businesses, according to 
country-specific research.42 Firms in 
the informal sector are also less likely 
to pay taxes. Doing Business measures 
one set of factors that help explain the 
occurrence of informality and give 
policy makers insights into potential 
areas of regulatory reform. Gaining 
a fuller understanding of the broader 
business environment, and a broader 
perspective on policy challenges, 
requires combining insights from 
Doing Business with data from other 
sources, such as the World Bank Group 
Enterprise Surveys.43 

41 Schneider 2005; La Porta and Shleifer 2008. 
42 Amin 2011. 
43 http://www.enterprisesurveys.org.
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Methodology and data 
Doing Business covers 183 economies – 
including small economies and some of 
the poorest economies, for which little 
or no data are available in other data 
sets. The Doing Business data are based 
on domestic laws and regulations as 
well as administrative requirements. 
(For a detailed explanation of the 
Doing Business methodology, see the 
Doing Business website.) 

Information sources for the data
Most of the Doing Business indicators 
are based on laws and regulations. In 
addition, most of the cost indicators 
are backed by official fee schedules. 
Doing Business respondents both 
fill out written questionnaires and 
provide references to the relevant laws, 
regulations and fee schedules, aiding 
data checking and quality assurance. 
Having representative samples of 
respondents is not an issue, as the texts 
of the relevant laws and regulations 
are collected and answers checked 
for accuracy. 

For some indicators – for example, 
those on dealing with construction 
permits, enforcing contracts and 
resolving insolvency – the time 
component and part of the cost 
component (where fee schedules are 
lacking) are based on actual practice 
rather than the law on the books. This 
introduces a degree of judgment. The 
Doing Business approach has therefore 
been to work with legal practitioners or 
professionals who regularly undertake 
the transactions involved. Following 
the standard methodological approach 
for time-and-motion studies, Doing 
Business breaks down each process 
or transaction, such as starting and 
legally operating a business, into 
separate steps to ensure a better 
estimate of time. The time estimate for 
each step is given by practitioners with 
significant and routine experience in 
the transaction. 

The Doing Business approach to data 
collection contrasts with that of firm 
surveys, which capture often one-
time perceptions and experiences 
of businesses. A corporate lawyer 
registering 100–150 businesses a year 
will be more familiar with the process 
than an entrepreneur, who will register 
a business only once or maybe twice. A 
bankruptcy attorney or judge dealing 
with dozens of cases a year will have 
more insight into bankruptcy than a 
manager of a company who may have 
never undergone the process. 

Doing Business respondents 
Over the past nine years more than 
12,000 professionals in 183 economies 
have assisted in providing the data that 
inform the Doing Business indicators. 
This year’s report draws on the inputs 
of more than 9,000 professionals. 
The Doing Business website indicates 
the number of respondents for 
each economy and each indicator. 
Respondents are professionals or 
government officials who routinely 
administer or advise on the legal and 
regulatory requirements covered in 
each Doing Business topic. They are 
selected on the basis of their expertise 
in the specific areas covered by Doing 
Business. Because of the focus on legal 
and regulatory arrangements, most of 
the respondents are legal professionals 
such as lawyers, judges or notaries. 
The credit information survey is 
answered by officials of the credit 
registry or bureau. Freight forwarders, 
accountants, architects and other 
professionals answer the surveys 
related to trading across borders, taxes 
and construction permits. 
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Development of the methodology
The methodology for calculating each 
indicator is transparent, objective and 
easily replicable. Leading academics 
collaborated in the development of 
the indicators, ensuring academic 
rigour. Eight of the background 
papers underlying the indicators 
have been published in leading 
economic journals.44 

Doing Business uses a simple averaging 
approach for weighting component 
indicators and calculating rankings. 
Other approaches were explored, 
including using principal components 
and unobserved components.45 
They turn out to yield results 
nearly identical to those of simple 
averaging. Thus Doing Business uses 
the simplest method: weighting all 
topics equally and, within each topic, 
giving equal weight to each of the 
topic components.46

Improvements to the methodology
The methodology has undergone 
continual improvement over the 
years.47 Changes have been made 
mainly in response to suggestions 
providing new insights. For enforcing 
contracts, for example, the amount of 
the disputed claim in the case study 
was increased from 50% to 200% of 
income per capita after the first year 
of data collection, as it became clear 
that smaller claims were unlikely to go 
to court. 

Another change relates to starting 
a business. The minimum capital 
requirement can be an obstacle for 
potential entrepreneurs. Initially 
Doing Business measured the required 
minimum capital regardless of whether 
it had to be paid up front or not. In 
many economies only part of the 
minimum capital has to be paid up 
front. To reflect the actual potential 
barrier to entry, the paid-in minimum 
capital has been used rather than the 
required minimum capital. 

The Doing Business 2012 report, the 
latest in the series, includes several 
changes. Firstly, the ease of doing 
business ranking includes getting 
electricity as a new topic. The getting 
electricity indicators were introduced 
as a pilot in Doing Business 2010 and 
Doing Business 2011, which presented 
the results in an annex. During the 
pilot phase the methodology was 
reviewed by experts, and data on the 
time, cost and procedures to obtain an 
electricity connection were collected 
for the full set of 183 economies. To 
avoid double counting, procedures 
related to getting an electricity 
connection have been removed 
from the dealing with construction 
permits indicators.48 
 
Other improvements in the 
methodology were made to the 
employing workers indicators and 
the getting credit (legal rights) 
indicators, in addition to the removal 
of the procedures related to getting an 
electricity connection from the dealing 
with construction permits indicators. 
It also includes changes in the ranking 
methodology for paying taxes. For 
further explanations on the specific 
changes in the ranking methodology 
for paying taxes applied in the global 
Doing Business project, please refer to 
www.doingbusiness.org/methodology

Data adjustments
All changes in methodology are 
explained on the Doing Business 
website. In addition, data time series 
for each indicator and economy are 
available on the website, beginning 
with the first year the indicator or 
economy was included in the report. 
To provide a comparable time series for 
research, the data set is back-calculated 
to adjust for changes in methodology 
and any revisions in data due to 
corrections. The data set is not back-
calculated for year-to-year changes in 
income per capita. The website also 
makes available all original data sets 
used for background papers. 

Information on data corrections 
is provided on the website. A 
transparent complaint procedure 
allows anyone to challenge the 
data. If errors are confirmed after a 
data verification process, they are 
expeditiously corrected.

44 All background papers are available on the Doing Business website (http://www.doingbusiness.org).
45 For more details, see the chapter on the ease of doing business and distance to frontier in Doing Business 2012. 
46 A technical note on the different aggregation and weighting methods is available on the Doing Business website (http://www.doingbusiness.org). 
47  All changes in methodology are explained in this year’s report and in previous years’ reports back to Doing Business 2007 (data notes and previous years’ reports are available at 

http://www.doingbusiness.org). 
48  Previous years’ data on dealing with construction permits are adjusted to reflect this change. They are made available on the Doing Business website under “historical data”  

(http://www.doingbusiness.org).
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Summarised by the World Bank and IFC

These reforms were implemented between June 2010  
and May 2011.

Key
  Doing Business reform making it easier to pay taxes  

(as measured by the indicators)

  Doing Business reform making it more difficult to pay 
taxes (as measured by the indicators)
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Armenia
Armenia eased tax compliance by 
reducing the number of payments for 
corporate income tax, social security 
contributions, property and land taxes. 
It also introduced mandatory electronic 
filing and payment for major taxes.

Burundi
Burundi made paying taxes easier 
for companies by reducing the 
payment frequency for social 
security contributions from monthly 
to quarterly.

Costa Rica
In Costa Rica online payment of 
social security contributions is now 
widespread and used by the majority 
of taxpayers.

Canada
Canada made paying taxes easier and 
less costly for companies by reducing 
profit tax rates, eliminating the 
Ontario capital tax and harmonising 
sales taxes.

Côte d’Ivoire
Côte d’Ivoire eliminated a tax on 
firms, the contribution for national 
reconstruction (contribution pour la 
reconstruction nationale).

Czech Republic
The Czech Republic revised its tax 
legislation to simplify provisions 
relating to administrative procedures 
and relationships between tax 
authorities and taxpayers.

Estonia
In Estonia a municipal sales tax 
introduced in Tallinn made paying 
taxes costlier for firms, though a later 
parliamentary measure abolished local 
sales taxes effective 1 January 2012.

Colombia
Colombia eased the administrative 
burden of paying taxes for firms by 
establishing mandatory electronic 
filing and payment for some of the 
major taxes.

Congo, Democratic Republic of
The Democratic Republic of Congo 
made paying taxes easier for firms by 
replacing the sales tax with a value 
added tax.

Belize
Belize made paying taxes easier for 
firms by improving electronic filing 
and payment for social security 
contributions, an option now used by 
the majority of taxpayers.

Belarus
Belarus abolished several taxes, 
including turnover and sales taxes, and 
simplified compliance with corporate 
income, value added and other taxes by 
reducing the frequency of filings and 
payments and facilitating electronic 
filing and payment.

Bolivia
Bolivia raised social security 
contribution rates for employers.

Finland
Finland simplified reporting and 
payment for the value added tax and 
labour tax.

Gambia
The Gambia reduced the minimum 
turnover tax and corporate income 
tax rates.
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New Zealand
New Zealand reduced its corporate 
income tax rate and fringe benefit 
tax rate.

Hungary
Hungary made paying taxes costlier 
for firms by introducing a sector-
specific surtax.

Malaysia
Malaysia made paying taxes costlier 
for firms by reintroducing the real 
estate capital gains tax—but also made 
tax compliance easier by improving 
electronic systems and the availability
of software.

Mexico
Mexico continued to ease the 
administrative burden of paying taxes 
for firms by ending the requirement 
to file a yearly value added tax return 
and reducing filing requirements for 
other taxes.

Montenegro
Montenegro made paying taxes easier 
and less costly for firms by abolishing 
a tax, reducing the social security 
contribution rate and merging several 
returns into a single unified one.

Morocco
Morocco eased the administrative 
burden of paying taxes for firms 
by enhancing electronic filing and 
payment of the corporate income tax 
and value added tax.

Iceland
Iceland made paying taxes easier and 
less costly for firms by abolishing a tax.

India
India eased the administrative burden 
of paying taxes for firms by introducing 
mandatory electronic filing and 
payment for value added tax.

Kyrgyz Republic
The Kyrgyz Republic made paying 
taxes costlier for firms by introducing a 
real estate tax, though it also reduced 
the sales tax rate.

Korea, Republic of.
Korea eased the administrative burden 
of paying taxes for firms by merging 
several taxes, allowing four labour 
taxes and contributions to be paid 
jointly and continuing to increase the 
use of the online tax payment system.

Honduras
Honduras made paying taxes costlier 
for firms by raising the solidarity 
tax rate.

Georgia
Georgia made paying taxes easier for 
firms by simplifying the reporting 
for value added tax and introducing 
electronic filing and payment of taxes.

Greece
Greece reduced its corporate income 
tax rate.

Nicaragua
Nicaragua made paying taxes easier 
for companies by promoting electronic 
filing and payment of the major taxes, 
an option now used by the majority 
of taxpayers.



110The Paying Taxes reforms

Peru
Peru made paying taxes easier for 
companies by improving electronic 
filing and payment of the major 
taxes and promoting the use of the 
electronic option among the majority 
of taxpayers.

Sri Lanka
Sri Lanka made paying taxes less 
costly for businesses by abolishing 
the turnover tax and social security 
contribution and by reducing corporate 
income tax, value added tax and 
national building tax rates.

Romania
Romania made paying taxes easier for 
companies by introducing an electronic 
payment system and a unified return 
for social security contributions. It also 
abolished the annual minimum tax.

St. Kitts and Nevis
St. Kitts and Nevis made paying 
taxes easier by introducing a value 
added tax.

Yemen, Republic of.
Yemen enacted a new tax law that 
reduced the general corporate tax 
rate from 35% to 20% and abolished 
all tax exemptions except those 
granted under the investment law for 
investment projects.

Togo
Togo reduced its corporate income 
tax rate.

Russian Federation
Russia increased the social security 
contribution rate for employers.

Rwanda
Rwanda reduced the frequency of value 
added tax filings by companies from 
monthly to quarterly.

Turkey
Turkey lowered the social security 
contribution rate for companies by 
offering them a 5% rebate.

Ukraine
Ukraine made paying taxes easier 
and less costly for firms by revising 
and unifying tax legislation, reducing 
corporate income tax rates and 
unifying social security contributions.

Venezuela, República 
Bolivariana de
Venezuela made paying taxes costlier 
for firms by doubling the municipal 
economic activities tax (sales tax).

Seychelles
The Seychelles made paying taxes 
less costly for firms by eliminating the 
social security tax.

Oman
Oman enacted a new income tax law 
that redefined the scope of taxation.

Pakistan
Pakistan increased the profit tax rate 
for small firms.

Paraguay
Paraguay made paying taxes more 
burdensome for companies by 
introducing new tax declarations that 
must be filed monthly.
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Table 1: Rankings49

Economy Overall Tax payments Time to comply Total Tax Rate

Afghanistan 58 17 121 79

Albania 152 148 148 88
Algeria 164 96 162 172
Angola 149 103 126 148
Antigua and Barbuda 134 172 80 103

Argentina 144 29 157 180
Armenia 153 120 166 100
Australia 52 40 23 133
Austria 78 49 57 147
Azerbaijan 77 63 96 94
Bahamas, The 54 63 5 134
Bahrain 13 89 3 10
Bangladesh 97 78 131 70
Belarus 156 63 172 157
Belgium 73 40 50 153
Belize 53 96 45 59
Benin 170 170 113 166
Bhutan 62 8 119 98
Bolivia 179 143 182 175
Bosnia and Herzegovina 118 137 159 28
Botswana 25 68 48 18
Brazil 150 29 183 168
Brunei Darussalam 22 92 20 16
Bulgaria 84 59 166 36
Burkina Faso 147 151 113 110
Burundi 124 87 119 127
Cambodia 59 135 60 22
Cameroon 171 148 172 136
Canada 11 17 37 39
Cape Verde 101 138 65 85
Central African Republic 177 168 168 150
Chad 180 168 178 163
Chile 50 29 134 27
China 121 11 155 161
Colombia 92 29 70 174
Comoros 96 75 21 181
Congo, Democratic Republic of 165 107 140 183
Congo, Republic of 182 175 171 165
Costa Rica 138 103 105 151
Côte d'Ivoire 159 176 113 118
Croatia 46 59 73 54
Cyprus 37 92 47 24
Czech Republic 117 17 169 137
Denmark 15 38 41 33
Djibouti 65 123 14 91
Dominica 70 129 29 83
Dominican Republic 91 29 136 105

Table 1: Rankings

49  The overall ranking is a simple average of the percentile rankings of each of the sub-indicators. This year the rankings differ from those used by the World Bank Group in the 
Doing Business 2012 report which applies a threshold to the ranking for the Total Tax Rate. 
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Table 1: Rankings49

Economy Overall Tax payments Time to comply Total Tax Rate

Ecuador 85 17 172 73
Egypt, Arab Rep. 145 96 161 111
El Salvador 146 164 135 71
Equatorial Guinea 167 151 165 125
Eritrea 120 63 86 177
Estonia 47 17 16 154
Ethiopia 48 68 74 45
Fiji 76 111 54 87
Finland 21 17 19 92
France 55 11 38 164
Gabon 141 91 164 109
Gambia, The 178 161 151 182
Georgia 39 4 152 14
Germany 86 44 88 130
Ghana 87 111 91 61
Greece 79 38 91 128
Grenada 88 102 42 121
Guatemala 123 87 143 101
Guinea 176 171 158 149
Guinea-Bissau 136 151 82 124
Guyana 112 123 110 77
Haiti 116 151 64 99
Honduras 140 155 91 116
Hong Kong SAR, China 3 1 12 23
Hungary 114 46 124 143
Iceland 49 96 42 51
India 147 111 107 156
Indonesia 130 162 112 67
Iran, Islamic Rep. 125 75 143 117
Iraq 59 46 133 38
Ireland 5 17 9 31
Israel 81 111 101 46
Italy 133 54 127 170
Jamaica 172 181 156 123
Japan 119 49 139 138
Jordan 29 89 26 34
Kazakhstan 17 11 68 41
Kenya 166 138 154 140
Kiribati 9 11 29 50
Korea, Rep. 44 44 96 42
Kosovo 43 111 55 11
Kuwait 12 54 27 12
Kyrgyz Republic 162 163 83 171
Lao PDR 122 120 147 60
Latvia 62 11 128 86
Lebanon 41 68 62 44
Lesotho 64 78 136 13

Table 1: Rankings

49  The overall ranking is a simple average of the percentile rankings of each of the sub-indicators. This year the rankings differ from those used by the World Bank Group in the 
Doing Business 2012 report which applies a threshold to the ranking for the Total Tax Rate. 
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Table 1: Rankings49

Economy Overall Tax payments Time to comply Total Tax Rate

Liberia 95 111 52 113
Lithuania 57 40 61 115
Luxembourg 14 84 6 19
Macedonia, FYR 20 95 28 4
Madagascar 72 84 77 80
Malawi 31 68 51 37
Malaysia 28 46 40 62
Maldives 1 1 1 3
Mali 163 173 113 142
Marshall Islands 93 78 34 162
Mauritania 175 129 177 169
Mauritius 9 11 53 26
Mexico 106 8 145 144
Micronesia, Fed. Sts. 89 78 34 155
Moldova 109 158 98 47
Mongolia 66 138 69 25
Montenegro 114 143 149 21
Morocco 108 59 102 141
Mozambique 104 129 99 64
Namibia 100 129 150 5
Nepal 111 120 138 49
Netherlands 34 29 33 96
New Zealand 27 17 58 65
Nicaragua 155 143 80 167
Niger 142 138 113 114
Nigeria 138 123 180 56
Norway 19 4 17 104
Oman 8 49 7 20
Pakistan 158 155 170 72
Palau 94 68 34 173
Panama 169 164 163 120
Papua New Guinea 103 111 71 107
Paraguay 131 123 152 69
Peru 80 29 132 97
Philippines 135 155 72 129
Poland 127 96 130 112
Portugal 74 17 121 108
Puerto Rico 110 58 87 159
Qatar 2 1 3 6
Romania 154 182 89 119
Russian Federation 102 29 128 132
Rwanda 33 63 46 48
Samoa 68 129 91 17
São Tomé and Principe 137 143 160 55
Saudi Arabia 7 49 11 9
Senegal 174 173 176 126
Serbia 143 177 125 63

Table 1: Rankings

49  The overall ranking is a simple average of the percentile rankings of each of the sub-indicators. This year the rankings differ from those used by the World Bank Group in the 
Doing Business 2012 report which applies a threshold to the ranking for the Total Tax Rate. 
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Table 1: Rankings49

Economy Overall Tax payments Time to comply Total Tax Rate

Seychelles 26 78 9 53
Sierra Leone 105 96 146 52
Singapore 4 7 15 32
Slovak Republic 129 103 100 135
Slovenia 83 83 109 68
Solomon Islands 30 111 12 30
South Africa 36 29 76 58
Spain 40 17 66 90
Sri Lanka 173 180 108 179
St. Kitts and Nevis 132 127 78 145
St. Lucia 51 107 18 66
St. Vincent and the Grenadines 70 127 25 89
Sudan 99 143 62 78
Suriname 38 59 75 35
Swaziland 56 111 22 81
Sweden 44 4 32 146
Switzerland 16 68 8 43
Syrian Arab Republic 107 68 140 93
Taiwan, China 67 54 104 75
Tajikistan 168 178 91 176
Tanzania 128 158 58 122
Thailand 97 84 111 84
Timor-Leste 23 8 123 1
Togo 161 164 113 139
Tonga 35 75 55 29
Trinidad and Tobago 81 135 83 40
Tunisia 61 17 44 158
Turkey 75 54 90 102
Uganda 90 107 85 76
Ukraine 181 183 175 152
United Arab Emirates 6 49 2 7
United Kingdom 18 17 24 82
United States 69 40 66 131
Uruguay 160 164 140 106
Uzbekistan 157 138 79 178
Vanuatu 24 103 29 2
Venezuela, R.B. 183 179 179 160
Vietnam 151 107 181 95
West Bank and Gaza 31 92 49 15
Yemen, Rep. 113 148 106 57
Zambia 42 129 38 8
Zimbabwe 126 160 103 74

Table 1: Rankings

49  The overall ranking is a simple average of the percentile rankings of each of the sub-indicators. This year the rankings differ from those used by the World Bank Group in the 
Doing Business 2012 report which applies a threshold to the ranking for the Total Tax Rate. 
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Table 2: Tax payments Number of payments Rank

Economy
Total tax 

payments
Profit tax 

payments
Labour tax 
payments

Other taxes 
payments

Tax payments 
rank

Afghanistan 8 1 0 7 17

Albania 44 13 12 19 148

Algeria 29 0 12 17 96

Angola 31 4 12 15 103

Antigua and Barbuda 57 13 24 20 172

Argentina 9 1 1 7 29

Armenia 34 7 7 20 120

Australia 11 1 4 6 40

Austria 14 1 3 10 49

Azerbaijan 18 1 12 5 63

Bahamas, The 18 0 12 6 63

Bahrain 25 0 24 1 89

Bangladesh 21 6 0 15 78

Belarus 18 1 13 4 63

Belgium 11 1 2 8 40

Belize 29 0 1 28 96

Benin 55 5 24 26 170

Bhutan 6 2 0 4 8

Bolivia 42 1 12 29 143

Bosnia and Herzegovina 40 12 12 16 137

Botswana 19 6 0 13 68

Brazil 9 2 2 5 29

Brunei Darussalam 27 1 24 2 92

Bulgaria 17 1 1 15 59

Burkina Faso 46 2 24 20 151

Burundi 24 1 8 15 87

Cambodia 39 12 12 15 135

Cameroon 44 13 12 19 148

Canada 8 1 3 4 17

Cape Verde 41 3 24 14 138

Central African Republic 54 4 24 26 168

Chad 54 12 24 18 168

Chile 9 1 1 7 29

China 7 2 1 4 11

Colombia 9 1 1 7 29

Comoros 20 2 0 18 75

Congo, Democratic Republic of 32 1 16 15 107

Congo, Republic of 61 5 36 20 175

Costa Rica 31 5 1 25 103

Côte d'Ivoire 62 3 24 35 176

Croatia 17 1 12 4 59

Cyprus 27 5 12 10 92

Czech Republic 8 1 2 5 17

Denmark 10 3 1 6 38

Djibouti 35 5 12 18 123

Dominica 37 5 12 20 129

Table 2: Tax payments
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Table 2: Tax payments Number of payments Rank

Economy
Total tax 

payments
Profit tax 

payments
Labour tax 
payments

Other taxes 
payments

Tax payments 
rank

Dominican Republic 9 1 4 4 29

Ecuador 8 2 2 4 17

Egypt, Arab Rep. 29 1 12 16 96

El Salvador 53 13 24 16 164

Equatorial Guinea 46 1 24 21 151

Eritrea 18 2 0 16 63

Estonia 8 1 0 7 17

Ethiopia 19 2 0 17 68

Fiji 33 4 14 15 111

Finland 8 1 3 4 17

France 7 1 2 4 11

Gabon 26 3 4 19 91

Gambia, The 50 5 13 32 161

Georgia 4 1 0 3 4

Germany 12 5 1 6 44

Ghana 33 6 12 15 111

Greece 10 1 1 8 38

Grenada 30 1 12 17 102

Guatemala 24 1 12 11 87

Guinea 56 2 36 18 171

Guinea-Bissau 46 5 12 29 151

Guyana 35 6 12 17 123

Haiti 46 6 25 15 151

Honduras 47 5 13 29 155

Hong Kong SAR, China 3 1 1 1 1

Hungary 13 3 3 7 46

Iceland 29 1 13 15 96

India 33 2 24 7 111

Indonesia 51 13 24 14 162

Iran, Islamic Rep. 20 1 12 7 75

Iraq 13 1 12 0 46

Ireland 8 1 1 6 17

Israel 33 2 12 19 111

Italy 15 2 1 12 54

Jamaica 72 4 48 20 181

Japan 14 2 2 10 49

Jordan 25 1 12 12 89

Kazakhstan 7 1 1 5 11

Kenya 41 5 14 22 138

Kiribati 7 5 2 0 11

Korea, Rep. 12 1 4 7 44

Kosovo 33 5 12 16 111

Kuwait 15 3 12 0 54

Kyrgyz Republic 52 5 12 35 163

Lao PDR 34 4 12 18 120

Latvia 7 1 1 5 11

Table 2: Tax payments
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Table 2: Tax payments Number of payments Rank

Economy
Total tax 

payments
Profit tax 

payments
Labour tax 
payments

Other taxes 
payments

Tax payments 
rank

Lebanon 19 1 12 6 68

Lesotho 21 5 0 16 78

Liberia 33 5 12 16 111

Lithuania 11 1 2 8 40

Luxembourg 23 5 12 6 84

Macedonia, FYR 28 12 0 16 95

Madagascar 23 1 8 14 84

Malawi 19 2 1 16 68

Malaysia 13 2 2 9 46

Maldives 3 0 0 3 1

Mali 59 4 36 19 173

Marshall Islands 21 0 16 5 78

Mauritania 37 1 13 23 129

Mauritius 7 1 1 5 11

Mexico 6 1 2 3 8

Micronesia, Fed. Sts. 21 0 4 17 78

Moldova 48 1 28 19 158

Mongolia 41 12 12 17 138

Montenegro 42 1 24 17 143

Morocco 17 1 12 4 59

Mozambique 37 7 12 18 129

Namibia 37 3 12 22 129

Nepal 34 4 12 18 120

Netherlands 9 1 1 7 29

New Zealand 8 1 2 5 17

Nicaragua 42 1 24 17 143

Niger 41 3 14 24 138

Nigeria 35 3 14 18 123

Norway 4 1 1 2 4

Oman 14 1 12 1 49

Pakistan 47 5 25 17 155

Palau 19 4 12 3 68

Panama 53 5 16 32 164

Papua New Guinea 33 1 13 19 111

Paraguay 35 5 12 18 123

Peru 9 1 2 6 29

Philippines 47 1 36 10 155

Poland 29 12 1 16 96

Portugal 8 1 1 6 17

Puerto Rico 16 5 6 5 58

Qatar 3 0 1 2 1

Romania 113 4 84 25 182

Russian Federation 9 1 2 6 29

Rwanda 18 5 4 9 63

Samoa 37 5 24 8 129

São Tomé and Principe 42 2 12 28 143

Table 2: Tax payments
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Table 2: Tax payments Number of payments Rank

Economy
Total tax 

payments
Profit tax 

payments
Labour tax 
payments

Other taxes 
payments

Tax payments 
rank

Saudi Arabia 14 1 12 1 49

Senegal 59 3 36 20 173

Serbia 66 12 12 42 177

Seychelles 21 12 6 3 78

Sierra Leone 29 1 12 16 96

Singapore 5 1 1 3 7

Slovak Republic 31 1 12 18 103

Slovenia 22 1 12 9 83

Solomon Islands 33 5 12 16 111

South Africa 9 2 3 4 29

Spain 8 1 1 6 17

Sri Lanka 71 5 24 42 180

St. Kitts and Nevis 36 4 12 20 127

St. Lucia 32 1 12 19 107

St. Vincent and the Grenadines 36 4 12 20 127

Sudan 42 2 12 28 143

Suriname 17 4 0 13 59

Swaziland 33 2 13 18 111

Sweden 4 1 1 2 4

Switzerland 19 2 7 10 68

Syrian Arab Republic 19 2 12 5 68

Taiwan, China 15 2 3 10 54

Tajikistan 69 11 12 46 178

Tanzania 48 5 24 19 158

Thailand 23 2 13 8 84

Timor-Leste 6 5 0 1 8

Togo 53 5 24 24 164

Tonga 20 1 0 19 75

Trinidad and Tobago 39 4 24 11 135

Tunisia 8 1 4 3 17

Turkey 15 1 1 13 54

Uganda 32 3 12 17 107

Ukraine 135 5 108 22 183

United Arab Emirates 14 0 12 2 49

United Kingdom 8 1 1 6 17

United States 11 2 4 5 40

Uruguay 53 1 24 28 164

Uzbekistan 41 8 12 21 138

Vanuatu 31 0 12 19 103

Venezuela, R.B. 70 14 28 28 179

Vietnam 32 6 12 14 107

West Bank and Gaza 27 14 0 13 92

Yemen, Rep. 44 1 24 19 148

Zambia 37 5 13 19 129

Zimbabwe 49 5 14 30 160

Table 2: Tax payments
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Table 3: Time to comply Number of hours Rank

Economy
Total  

tax time
Corporate  

income tax time
Labour 

 tax time
Consumption  

tax time
Time  
rank

Afghanistan 275 77 120 78 121

Albania 371 125 96 150 148

Algeria 451 152 110 189 162

Angola 282 75 125 82 126

Antigua and Barbuda 207 23 136 48 80

Argentina 415 105 70 240 157

Armenia 500 132 205 163 166

Australia 109 37 18 54 23

Austria 170 49 54 67 57

Azerbaijan 225 64 101 60 96

Bahamas, The 58 10 48 0 5

Bahrain 36 0 36 0 3

Bangladesh 302 140 0 162 131

Belarus 654 398 100 156 172

Belgium 156 20 40 96 50

Belize 147 27 60 60 45

Benin 270 30 120 120 113

Bhutan 274 250 24 0 119

Bolivia 1080 120 480 480 182

Bosnia and Herzegovina 422 68 96 258 159

Botswana 152 40 40 72 48

Brazil 2600 736 490 1374 183

Brunei Darussalam 96 66 30 0 20

Bulgaria 500 36 269 195 166

Burkina Faso 270 30 120 120 113

Burundi 274 80 48 146 119

Cambodia 173 23 84 66 60

Cameroon 654 180 174 300 172

Canada 131 45 36 50 37

Cape Verde 186 35 85 66 65

Central African Republic 504 24 240 240 168

Chad 732 300 216 216 178

Chile 316 42 137 137 134

China 398 74 192 132 155

Colombia 193 40 87 66 70

Comoros 100 4 48 48 21

Congo, Democratic Republic of 336 116 124 96 140

Congo, Republic of 606 275 150 181 171

Costa Rica 246 18 100 128 105

Côte d'Ivoire 270 30 120 120 113

Croatia 196 60 96 40 73

Cyprus 149 29 80 40 47

Czech Republic 557 135 262 160 169

Denmark 135 25 70 40 41

Djibouti 82 30 36 16 14

Dominica 120 15 48 57 29

Table 3: Time to comply
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Table 3: Time to comply Number of hours Rank

Economy
Total  

tax time
Corporate  

income tax time
Labour 

 tax time
Consumption  

tax time
Time  
rank

Dominican Republic 324 82 80 162 136

Ecuador 654 108 306 240 172

Egypt, Arab Rep. 433 69 189 175 161

El Salvador 320 128 96 96 135

Equatorial Guinea 492 145 160 187 165

Eritrea 216 24 96 96 86

Estonia 85 20 34 31 16

Ethiopia 198 150 24 24 74

Fiji 163 42 61 60 54

Finland 93 21 48 24 19

France 132 26 80 26 38

Gabon 488 137 131 220 164

Gambia, The 376 40 96 240 151

Georgia 387 140 67 180 152

Germany 221 30 148 43 88

Ghana 224 40 88 96 91

Greece 224 88 48 88 91

Grenada 140 8 96 36 42

Guatemala 344 44 144 156 143

Guinea 416 32 192 192 158

Guinea-Bissau 208 160 24 24 82

Guyana 263 48 48 167 110

Haiti 184 40 72 72 64

Honduras 224 35 93 96 91

Hong Kong SAR, China 80 50 30 0 12

Hungary 277 35 146 96 124

Iceland 140 40 60 40 42

India 254 45 96 113 107

Indonesia 266 88 97 81 112

Iran, Islamic Rep. 344 32 240 72 143

Iraq 312 24 288 0 133

Ireland 76 10 36 30 9

Israel 235 110 60 65 101

Italy 285 39 214 32 127

Jamaica 414 30 336 48 156

Japan 330 155 140 35 139

Jordan 116 5 60 51 26

Kazakhstan 188 75 70 43 68

Kenya 393 60 57 276 154

Kiribati 120 48 72 0 29

Korea, Rep. 225 100 80 45 96

Kosovo 164 32 42 90 55

Kuwait 118 48 70 0 27

Kyrgyz Republic 210 60 71 79 83

Lao PDR 362 138 42 182 147

Latvia 290 31 165 94 128

Table 3: Time to comply
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Table 3: Time to comply Number of hours Rank

Economy
Total  

tax time
Corporate  

income tax time
Labour 

 tax time
Consumption  

tax time
Time  
rank

Lebanon 180 40 100 40 62

Lesotho 324 70 104 150 136

Liberia 158 57 59 42 52

Lithuania 175 32 85 58 61

Luxembourg 59 21 14 24 6

Macedonia, FYR 119 19 56 44 28

Madagascar 201 9 72 120 77

Malawi 157 67 60 30 51

Malaysia 133 26 77 30 40

Maldives 0 0 0 0 1

Mali 270 30 120 120 113

Marshall Islands 128 0 96 32 34

Mauritania 696 120 96 480 177

Mauritius 161 13 82 66 53

Mexico 347 157 69 121 145

Micronesia, Fed. Sts. 128 0 96 32 34

Moldova 228 80 88 60 98

Mongolia 192 57 63 72 69

Montenegro 372 43 136 193 149

Morocco 238 70 48 120 102

Mozambique 230 50 60 120 99

Namibia 375 41 46 288 150

Nepal 326 120 84 122 138

Netherlands 127 25 64 38 33

New Zealand 172 25 67 80 58

Nicaragua 207 67 76 64 80

Niger 270 30 120 120 113

Nigeria 938 398 378 162 180

Norway 87 24 15 48 17

Oman 62 50 12 0 7

Pakistan 560 40 40 480 170

Palau 128 32 96 0 34

Panama 482 50 180 252 163

Papua New Guinea 194 153 8 33 71

Paraguay 387 35 132 220 152

Peru 309 39 160 110 132

Philippines 195 37 38 120 72

Poland 296 62 124 110 130

Portugal 275 63 116 96 121

Puerto Rico 218 80 60 78 87

Qatar 36 0 36 0 3

Romania 222 42 120 60 89

Russian Federation 290 130 96 64 128

Rwanda 148 22 48 78 46

Samoa 224 48 96 80 91

São Tomé and Principe 424 40 192 192 160

Table 3: Time to comply
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Table 3: Time to comply Number of hours Rank

Economy
Total  

tax time
Corporate  

income tax time
Labour 

 tax time
Consumption  

tax time
Time  
rank

Saudi Arabia 79 32 47 0 11

Senegal 666 120 96 450 176

Serbia 279 48 126 105 125

Seychelles 76 40 36 0 9

Sierra Leone 357 15 168 174 146

Singapore 84 34 10 40 15

Slovak Republic 231 42 86 103 100

Slovenia 260 90 96 74 109

Solomon Islands 80 8 30 42 12

South Africa 200 100 50 50 76

Spain 187 33 90 64 66

Sri Lanka 256 16 96 144 108

St. Kitts and Nevis 203 27 128 48 78

St. Lucia 92 11 51 30 18

St. Vincent and the Grenadines 111 14 52 45 25

Sudan 180 70 70 40 62

Suriname 199 48 24 127 75

Swaziland 104 8 48 48 22

Sweden 122 50 36 36 32

Switzerland 63 15 40 8 8

Syrian Arab Republic 336 300 36 0 140

Taiwan, China 245 185 27 33 104

Tajikistan 224 80 48 96 91

Tanzania 172 60 52 60 58

Thailand 264 160 48 56 111

Timor-Leste 276 132 144 0 123

Togo 270 30 120 120 113

Tonga 164 8 12 144 55

Trinidad and Tobago 210 45 75 90 83

Tunisia 144 64 30 50 44

Turkey 223 46 80 97 90

Uganda 213 45 66 102 85

Ukraine 657 112 364 181 175

United Arab Emirates 12 0 12 0 2

United Kingdom 110 35 45 30 24

United States 187 99 55 33 66

Uruguay 336 100 128 108 140

Uzbekistan 205 66 69 70 79

Vanuatu 120 0 24 96 29

Venezuela, R.B. 864 120 360 384 179

Vietnam 941 233 372 336 181

West Bank and Gaza 154 10 96 48 49

Yemen, Rep. 248 56 72 120 106

Zambia 132 48 24 60 38

Zimbabwe 242 78 96 68 103

Table 3: Time to comply
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Table 4: Total Tax Rate Total Tax Rate Rank

Economy Total Tax Rate
Profit tax  

Total Tax Rate
Labour tax  

Total Tax Rate
Other taxes  

Total Tax Rate
Total Tax Rate

 rank50

Afghanistan 36.4% 0.0% 0.0% 36.4% 79
Albania 38.5% 8.7% 25.0% 4.8% 88
Algeria 72.0% 6.6% 29.7% 35.7% 172
Angola 53.2% 24.6% 9.0% 19.6% 148
Antigua and Barbuda 41.5% 26.0% 9.5% 6.0% 103
Argentina 108.2% 2.8% 29.4% 76.0% 180
Armenia 40.9% 16.8% 23.0% 1.1% 100
Australia 47.7% 26.0% 20.4% 1.3% 133
Austria 53.1% 15.0% 34.8% 3.3% 147
Azerbaijan 40.0% 12.9% 24.8% 2.3% 94
Bahamas, The 47.7% 0.0% 6.1% 41.6% 134
Bahrain 15.0% 0.0% 14.6% 0.4% 10
Bangladesh 35.0% 25.7% 0.0% 9.3% 70
Belarus 62.8% 20.2% 39.0% 3.6% 157
Belgium 57.3% 5.2% 50.4% 1.7% 153
Belize 33.2% 0.0% 7.0% 26.0% 59
Benin 66.0% 14.8% 27.3% 23.9% 166
Bhutan 40.8% 36.3% 0.0% 4.5% 98
Bolivia 80.0% 0.0% 15.5% 64.5% 175
Bosnia and Herzegovina 25.0% 7.1% 12.6% 5.3% 28
Botswana 19.4% 15.9% 0.0% 3.5% 18
Brazil 67.1% 22.4% 40.9% 3.8% 168
Brunei Darussalam 16.8% 8.3% 8.5% 0.0% 16
Bulgaria 28.1% 4.9% 19.2% 4.0% 36
Burkina Faso 43.6% 14.8% 22.6% 6.2% 110
Burundi 46.2% 37.4% 7.8% 1.0% 127
Cambodia 22.5% 18.9% 0.1% 3.5% 22
Cameroon 49.1% 29.9% 18.3% 0.9% 136
Canada 28.8% 9.4% 12.6% 6.8% 39

Cape Verde 37.8% 18.6% 18.5% 0.7% 85

Central African Republic 54.6% 0.0% 19.8% 34.8% 150
Chad 65.4% 31.3% 28.4% 5.7% 163
Chile 25.0% 18.0% 3.8% 3.2% 27
China 63.5% 6.0% 49.6% 7.9% 161
Colombia 74.8% 18.9% 28.8% 27.1% 174
Comoros 217.9% 31.4% 0.0% 186.5% 181
Congo, Democratic Republic of 339.7% 58.9% 7.9% 272.9% 183
Congo, Republic of 65.9% 18.1% 32.5% 15.3% 165
Costa Rica 55.0% 18.9% 29.5% 6.6% 151
Côte d'Ivoire 44.3% 8.8% 20.1% 15.4% 118
Croatia 32.3% 11.4% 19.4% 1.5% 54
Cyprus 23.1% 9.1% 11.8% 2.2% 24
Czech Republic 49.1% 7.5% 38.4% 3.2% 137
Denmark 27.5% 20.2% 3.6% 3.7% 33
Djibouti 38.7% 17.7% 17.7% 3.3% 91
Dominica 37.5% 25.9% 7.9% 3.7% 83

Table 4: Total Tax Rate

50  The overall ranking is a simple average of the percentile rankings of each of the sub-indicators. This year the rankings differ from those used by the World Bank Group in the Doing 
Business 2012 report which applies a threshold to the ranking for the Total Tax Rate. 
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Table 4: Total Tax Rate Total Tax Rate Rank

Economy Total Tax Rate
Profit tax  

Total Tax Rate
Labour tax  

Total Tax Rate
Other taxes  

Total Tax Rate
Total Tax Rate

 rank50

Dominican Republic 41.7% 21.3% 18.6% 1.8% 105
Ecuador 35.3% 18.4% 14.2% 2.7% 73
Egypt, Arab Rep. 43.6% 13.0% 27.0% 3.6% 111
El Salvador 35.0% 16.5% 17.2% 1.3% 71
Equatorial Guinea 46.0% 0.0% 25.4% 20.6% 125
Eritrea 84.5% 8.8% 0.0% 75.7% 177
Estonia 58.6% 8.0% 39.4% 11.2% 154
Ethiopia 31.1% 26.8% 0.0% 4.3% 45
Fiji 38.3% 27.9% 10.2% 0.2% 87
Finland 39.0% 13.7% 24.1% 1.2% 92
France 65.7% 8.2% 51.7% 5.8% 164
Gabon 43.5% 18.4% 22.8% 2.3% 109
Gambia, The 283.5% 6.1% 12.8% 264.6% 182
Georgia 16.5% 14.3% 0.0% 2.2% 14
Germany 46.7% 19.0% 21.8% 5.9% 130
Ghana 33.6% 18.4% 14.7% 0.5% 61
Greece 46.4% 13.4% 31.7% 1.3% 128
Grenada 45.3% 27.6% 5.6% 12.1% 121
Guatemala 40.9% 25.9% 14.3% 0.7% 101
Guinea 54.3% 20.9% 22.8% 10.6% 149
Guinea-Bissau 45.9% 14.9% 24.8% 6.2% 124
Guyana 36.1% 23.8% 8.8% 3.5% 77
Haiti 40.8% 24.1% 12.4% 4.3% 99
Honduras 44.0% 24.7% 10.7% 8.6% 116
Hong Kong SAR, China 23.0% 17.6% 5.3% 0.1% 23
Hungary 52.4% 14.8% 34.1% 3.5% 143
Iceland 31.8% 9.4% 18.8% 3.6% 51
India 61.8% 24.6% 18.2% 19.0% 156
Indonesia 34.5% 23.6% 10.6% 0.1% 67
Iran, Islamic Rep. 44.1% 17.8% 25.9% 0.4% 117
Iraq 28.4% 14.9% 13.5% 0.0% 38
Ireland 26.3% 11.9% 11.6% 2.8% 31
Israel 31.2% 22.8% 5.3% 3.1% 46
Italy 68.5% 22.8% 43.4% 2.3% 170
Jamaica 45.6% 25.6% 13.0% 7.0% 123
Japan 49.1% 27.0% 16.5% 5.6% 138
Jordan 27.7% 13.0% 12.4% 2.3% 34
Kazakhstan 28.6% 15.9% 11.2% 1.5% 41
Kenya 49.6% 33.1% 6.8% 9.7% 140
Kiribati 31.8% 23.3% 8.5% 0.0% 50
Korea, Rep. 29.7% 15.2% 13.0% 1.5% 42
Kosovo 15.4% 9.2% 5.6% 0.6% 11
Kuwait 15.5% 4.8% 10.7% 0.0% 12
Kyrgyz Republic 69.0% 6.2% 19.5% 43.3% 171
Lao PDR 33.3% 24.8% 5.6% 2.9% 60
Latvia 37.9% 6.0% 27.2% 4.7% 86

Table 4: Total Tax Rate

50  The overall ranking is a simple average of the percentile rankings of each of the sub-indicators. This year the rankings differ from those used by the World Bank Group in the Doing 
Business 2012 report which applies a threshold to the ranking for the Total Tax Rate. 
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Table 4: Total Tax Rate Total Tax Rate Rank

Economy Total Tax Rate
Profit tax  

Total Tax Rate
Labour tax  

Total Tax Rate
Other taxes  

Total Tax Rate
Total Tax Rate

 rank50

Lebanon 30.2% 6.1% 24.1% 0.0% 44
Lesotho 16.0% 13.0% 0.0% 3.0% 13
Liberia 43.7% 0.0% 5.4% 38.3% 113
Lithuania 43.9% 5.7% 35.1% 3.1% 115
Luxembourg 20.8% 4.1% 15.1% 1.6% 19
Macedonia, FYR 9.7% 6.3% 0.0% 3.4% 4
Madagascar 36.6% 14.7% 20.3% 1.6% 80
Malawi 28.2% 23.6% 1.1% 3.5% 37
Malaysia 34.0% 17.0% 15.6% 1.4% 62
Maldives 9.3% 0.0% 0.0% 9.3% 3
Mali 51.8% 10.8% 34.3% 6.7% 142
Marshall Islands 64.9% 0.0% 11.8% 53.1% 162
Mauritania 68.3% 0.0% 17.6% 50.7% 169
Mauritius 25.0% 11.6% 6.1% 7.3% 26
Mexico 52.7% 24.5% 26.8% 1.4% 144
Micronesia, Fed. Sts. 58.7% 0.0% 6.8% 51.9% 155
Moldova 31.3% 0.0% 30.6% 0.7% 47
Mongolia 24.6% 10.2% 12.4% 2.0% 25
Montenegro 22.3% 7.1% 12.8% 2.4% 21
Morocco 49.6% 25.2% 22.7% 1.7% 141
Mozambique 34.3% 27.7% 4.5% 2.1% 64
Namibia 9.8% 4.0% 1.0% 4.8% 5
Nepal 31.5% 17.2% 11.3% 3.0% 49
Netherlands 40.5% 20.9% 18.1% 1.5% 96
New Zealand 34.4% 29.9% 2.9% 1.6% 65
Nicaragua 66.8% 24.5% 20.3% 22.0% 167
Niger 43.8% 17.3% 20.1% 6.4% 114
Nigeria 32.7% 22.3% 9.7% 0.7% 56
Norway 41.6% 24.4% 15.9% 1.3% 104
Oman 22.0% 10.1% 11.8% 0.1% 20
Pakistan 35.3% 17.9% 15.1% 2.3% 72
Palau 73.0% 66.0% 6.5% 0.5% 173
Panama 45.2% 13.7% 21.7% 9.8% 120
Papua New Guinea 42.3% 22.0% 11.7% 8.6% 107
Paraguay 35.0% 9.6% 18.6% 6.8% 69
Peru 40.7% 26.6% 11.0% 3.1% 97
Philippines 46.5% 21.0% 11.3% 14.2% 129
Poland 43.6% 17.4% 23.6% 2.6% 112
Portugal 43.3% 15.0% 26.8% 1.5% 108
Puerto Rico 63.1% 28.3% 14.4% 20.4% 159
Qatar 11.3% 0.0% 11.3% 0.0% 6
Romania 44.4% 10.4% 31.8% 2.2% 119
Russian Federation 46.9% 9.0% 32.1% 5.8% 132
Rwanda 31.3% 21.2% 5.7% 4.4% 48
Samoa 18.9% 11.9% 7.0% 0.0% 17
São Tomé and Principe 32.5% 22.1% 6.8% 3.6% 55

Table 4: Total Tax Rate

50  The overall ranking is a simple average of the percentile rankings of each of the sub-indicators. This year the rankings differ from those used by the World Bank Group in the Doing 
Business 2012 report which applies a threshold to the ranking for the Total Tax Rate. 
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Table 4: Total Tax Rate Total Tax Rate Rank

Economy Total Tax Rate
Profit tax  

Total Tax Rate
Labour tax  

Total Tax Rate
Other taxes  

Total Tax Rate
Total Tax Rate

 rank50

Saudi Arabia 14.5% 2.1% 12.4% 0.0% 9
Senegal 46.0% 14.8% 24.1% 7.1% 126
Serbia 34.0% 11.6% 20.2% 2.2% 63
Seychelles 32.2% 19.8% 11.5% 0.7% 53
Sierra Leone 32.1% 17.6% 11.3% 3.2% 52
Singapore 27.1% 6.5% 15.9% 4.7% 32
Slovak Republic 48.8% 7.2% 39.6% 2.0% 135
Slovenia 34.7% 14.1% 18.2% 2.4% 68
Solomon Islands 26.2% 14.6% 8.5% 3.1% 30
South Africa 33.1% 24.4% 4.1% 4.6% 58
Spain 38.7% 1.2% 36.8% 0.7% 90
Sri Lanka 105.2% 26.7% 16.9% 61.6% 179
St. Kitts and Nevis 52.7% 32.7% 11.3% 8.7% 145
St. Lucia 34.4% 25.9% 5.6% 2.9% 66
St. Vincent and the Grenadines 38.7% 30.2% 5.1% 3.4% 89
Sudan 36.1% 13.8% 19.2% 3.1% 78
Suriname 27.9% 27.9% 0.0% 0.0% 35
Swaziland 36.8% 28.1% 4.0% 4.7% 81
Sweden 52.8% 15.7% 35.5% 1.6% 146
Switzerland 30.1% 8.9% 17.6% 3.6% 43
Syrian Arab Republic 39.7% 19.9% 19.3% 0.5% 93
Taiwan, China 35.6% 13.7% 18.4% 3.5% 75
Tajikistan 84.5% 0.0% 28.5% 56.0% 176
Tanzania 45.5% 20.2% 18.0% 7.3% 122
Thailand 37.5% 28.8% 5.7% 3.0% 84
Timor-Leste 0.2% 0.0% 0.0% 0.2% 1
Togo 49.5% 9.3% 26.5% 13.7% 139
Tonga 25.7% 24.3% 0.0% 1.4% 29
Trinidad and Tobago 29.1% 21.6% 5.8% 1.7% 40
Tunisia 62.9% 15.2% 25.2% 22.5% 158
Turkey 41.1% 17.9% 18.8% 4.4% 102
Uganda 35.7% 23.3% 11.3% 1.1% 76
Ukraine 57.1% 12.2% 43.3% 1.6% 152
United Arab Emirates 14.1% 0.0% 14.1% 0.0% 7
United Kingdom 37.3% 23.1% 11.0% 3.2% 82
United States 46.7% 27.6% 10.0% 9.1% 131
Uruguay 42.0% 23.5% 15.6% 2.9% 106
Uzbekistan 97.5% 1.1% 28.2% 68.2% 178
Vanuatu 8.4% 0.0% 4.5% 3.9% 2
Venezuela, R.B. 63.5% 6.9% 18.0% 38.6% 160
Vietnam 40.1% 17.2% 22.6% 0.3% 95
West Bank and Gaza 16.8% 16.2% 0.0% 0.6% 15
Yemen, Rep. 32.9% 20.1% 11.3% 1.5% 57
Zambia 14.5% 1.5% 10.4% 2.6% 8
Zimbabwe 35.6% 20.4% 5.1% 10.1% 74

Table 4: Total Tax Rate

50  The overall ranking is a simple average of the percentile rankings of each of the sub-indicators. This year the rankings differ from those used by the World Bank Group in the Doing 
Business 2012 report which applies a threshold to the ranking for the Total Tax Rate. 
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Foreword
We are pleased to present the fifth 
edition of Paying Taxes – the global 
picture. This is a joint publication 
produced by the World Bank, the 
International Finance Corporation 
(IFC) and PwC. The study is based 
on data collected as part of the 
Doing Business project. 

This is the most challenging time ever 
for paying taxes. The recent global 
downturn has changed the economic 
landscape significantly and in an 
unprecedented fashion. Governments in 
economies of all sizes and at all stages 
of development are struggling with the 
tax policy choices available to them. For 
companies, the challenge is dealing with 
the loss of public trust and increased 
scrutiny over how much tax they pay.

Paying Taxes looks at the impact of tax 
systems on business using a case study 
company, but it does not consider the 
costs for society as a whole nor the 
benefits that taxes provide. However, 
the wealth of data collected by the 
Paying Taxes project makes it unique. 
It covers 183 economies and enables 
an assessment of tax systems around 
the world from the point of view of 
business over a six year period. The 
data presented and the methodology 
used is unique to the project. The study 
looks beyond corporate income tax 
at all of the taxes and contributions 
mandated by government for our case 
study company, and considers their full 
impact on business in terms of both their 
tax cost and their compliance burden. 
Governments have consistently shown 
great interest in the results of this study, 
as it enables them to make comparisons 
with geographic neighbours and 
economic peer groups. 

Many examples of how governments 
are using the study are included in this 
report. They show how Paying Taxes 
has helped to increase recognition of 
how governments are striving to improve 
their systems and embrace best practices, 
and how some are achieving results. 

An important part of the Doing Business 
and Paying Taxes project is not only 
to present and discuss the results of 
the study, but also to ensure an active 
outreach programme of consultation 
with interested groups. This helps to 
develop and enhance the approach used. 
We hope that you continue to find the 
results interesting and useful, and look 
forward to receiving your feedback.

Taxes are essential to economic and 
social development. Business has a 
key role to play and it is important for 
governments, business and civil society 
to foster a new collaborative approach to 
meet the common aims of a fair, stable 
and sustainable tax system.

Neil Gregory
Acting Director, Global Indicators  
and Analysis 
World Bank and IFC

Susan Symons
Total Tax Contribution Leader
PwC UK
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‘This is the most 
challenging time  
ever for paying taxes. 

The recent global downturn  
has changed the economic 
landscape significantly and in  
an unprecedented fashion’

‘Taxes are essential 
to economic and 
social development. 

Business has a key role to 
play and it is important for 
governments, business and 
civil society to foster a new 
collaborative approach to 
meet the common aims of a 
fair, stable and sustainable 
tax system.’
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Key themes  
and findings 

“Taxes are the price you pay for civilisation.”*  
Taxes provide government revenues, and those 
who pay them have a stake in the system and in 
how government spends its money. Taxes are  
a life blood of a stable and prosperous society. 

In the wake of the global economic downturn 
levying tax is even more difficult. With large 
structural deficits in the big developed economies, 
fiscal policy has never been under so much public 
scrutiny. While there is a clear expectation that 
economies will need to raise taxes as well as 
making spending cuts, they will need to remain 
cautious in how they raise taxes to ensure that 
recovery is not stifled. For developing economies, 
with cuts in aid budgets, tax revenues may prove 
to be a more sustainable source of financing. But 
challenges remain in terms of combating capital 
flight, reducing the size of the informal economy 
and helping tax authorities to monitor compliance 
and collect taxes.

* Oliver Wendell Holmes, US Supreme Court of Justice, 1904
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The findings presented in this 
report come from the analysis of the 
administrative burden and the tax cost 
of local firms based on the Paying Taxes 
methodology. 

What the data shows:
On average our case study company pays 
nearly half of its commercial profit in 
taxes, spends seven weeks dealing with 
its tax affairs and makes a tax payment 
every 12 days. 

Paying taxes is easiest for 
business in high-income 
economies. They have the lowest 
tax cost and the lowest administrative 
burden. These economies tend to have 
more mature tax systems,  
a lighter administrative touch and 
greater use of the electronic interface 
with tax authorities.

Tax reform is still high on 
government agendas around the 
world. Forty economies made it easier 
to pay taxes compared with 45 last year. 
Reducing rates of profit tax is still the 
most popular reform, but easing the 
compliance burden is equally important 
for business. There is potential for more 
focus on this area.

Since the first study was carried 
out five years ago, tax reform 
has driven a downward trend in 
the results. 60% of economies in the 
study have carried out tax reform during 
this time. For the economies which are 
included in both the 2006 and 2011 
studies, the tax cost has fallen on average 
by 5.0%, the time needed to comply by 
a week, and the number of payments by 
almost four.

The Total Tax Rate (TTR), time 
to comply and the number of 
payments have fallen most in 
Eastern European and Central 
Asian economies since the study 
began. The lower TTR has been driven 
largely by lower rates of corporate 
income tax in some economies, but also 
by significant reductions in other taxes 
such as turnover tax. The number of 
payments has fallen due to decreases in 
actual payments as well as the impact 
of electronic filing and payment. This 
has also helped to drive down the time 
to comply.

Certain practices have been 
effective in reducing the study 
results. These include tax systems 
which have effective electronic filing 
and payment (60 economies currently 
do), those which have one tax per base 
(50 economies now have one tax per 
base rather than multiple taxes), and 
those which use a filing system based on 
self-assessment (74% of economies allow 
firms to calculate their own tax bills). 

Corporate income tax is only 
one of many taxes and is only 
part of the burden. Our company 
pays more than nine different taxes on 
average around the world. In addition 
to corporate income tax, there are on 
average two labour taxes, a consumption 
tax, a property tax and four other taxes. 

Corporate income tax only 
accounts for only 12% of 
payments, 25% of the time to 
comply and 38% of the TTR. Any 
reform agenda therefore needs to look 
beyond corporate income tax. Labour 
taxes and social contributions and 
other taxes add to the tax cost and 
compliance burden.

The statutory rate of corporate 
income tax is not a good indicator 
of the amount of tax a company 
pays. Generous tax allowances in 
some economies significantly reduce 
the corporate income tax paid, while in 
others, disallowances can increase the 
effective rate of corporate income tax. 

Value added tax is the 
predominant form of 
consumption tax used around 
the world. It takes longer for our 
case study company to comply with its 
VAT affairs than it does to comply with 
corporate income tax. The time needed 
for VAT also varies considerably and 
is dependent on the administrative 
practices implemented in each economy.

Good tax administration is also 
important. The approach of the tax 
authorities and dealing with tax audits 
and disputes are the aspects of the tax 
system that contributors around the 
world most want to improve. 

‘On average our case 
study company pays 
nearly half of its 
commercial profit in 
taxes, spends seven weeks 
dealing with its tax 
affairs and makes a tax 
payment every 12 days.’ 
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Paying Taxes: 
Findings of the World Bank 
and IFC’s Doing Business 
2011 report

For Carolina, who owns and manages 
a Colombian-based retail business, 
paying taxes has become easier in the 
past few years. In 2004 she had to make 
69 payments of 13 different types of 
taxes and spend 57 days (456 hours), 
almost three months, to comply with 
tax regulations.1 Today, thanks to new 
electronic systems to pay social security 
contributions, she needs to make only 
20 payments and spend 26 days (208 
hours) a year on the same task. But high 
tax rates mean that her firm still has 
to pay about 78.7% of profit in taxes. 
Juliana, the owner of a juice processing 
factory in Uganda, faces a different 
environment. She makes 32 payments 
cutting across 16 tax regimes and spends 
about 20 days (161 hours) a year on 
compliance. She has to pay only 35.7% 
of her profit in taxes. But that’s not all. 
Recent evidence suggests that in dealing 
with government authorities, female-
owned businesses in Uganda are forced 
to pay significantly more bribes and are 
at greater risk of harassment than male-
owned businesses.2 

Chapter 1: Findings of the World Bank and IFC’s Doing Business 2011 report

1   Days refer to working days, calculated by assuming eight working hours a day. Months are calculated by assuming 20 working 
days a month.

2  Ellis, Manuel and Blackden (2006). 

Who improved the most in the ease of  
paying taxes?

1. Tunisia

2. Cape Verde

3. São Tomé and Principe

4. Canada

5. Macedonia, FYR

6. Bulgaria

7. China

8. Hungary

9. Taiwan, China

10. Netherlands

Figure 1.1

Entrepreneuers in Tunisia benefit from 
e-system for paying taxes

Payments

2008

Improvement (%)

2009

Time

14 fewer 
payments 64%

84 hours 
saved 37%

Source: Doing Business database
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3  World Bank (2010b).
4    Globally, companies ranked tax rates 4th among 16 obstacles to business in the World Bank Enterprise Surveys 2006 to 2009 (http://www.enterprisesurveys.org).
5   Canada, as part of a plan to stimulate growth and restore confidence, reduced the general corporate tax rate to 19% as of 1 January 2009. In Germany a stimulus package adopted in November 

2008 introduced declining balance depreciation at 25% for movable assets for two years and temporarily expanded special depreciation allowances for small and medium-size enterprises. A 
second stimulus package, approved in February 2009, provided further tax cuts. In January 2009 Singapore’s Ministry of Finance announced a $15 billion ‘resilience package’ to help businesses 
and workers and reduced corporate income tax rates from 18% to 17%.

6  International Tax Dialogue (2007).

Some economies treat women differently 
by law. Côte d’Ivoire is an example. 
There, married women can pay five 
times as much personal income tax as 
their husbands do on the same amount 
of income. Three other economies also 
impose higher taxes on women – Burkina 
Faso, Indonesia and Lebanon. But Israel, 
Korea and Singapore impose lower taxes 
on women, to encourage them to enter 
the workforce. Explicit gender bias in 
the tax law can affect women’s decision 
to work in the formal sector and report 
their income for tax purposes.3 Reforms 
that simplify tax administration and 
make it easier for everyone – individuals 
and firms – to pay taxes can also remove 
gender biases.

Taxes are essential. In most economies 
the tax system is the primary source of 
funding for a wide range of social and 
economic programmes. How much 
revenue these economies need to raise 
through taxes will depend on several 
factors, including the government’s 
capacity to raise revenue in other ways, 
such as rents on natural resources. 
Besides paying for public goods and 
services, taxes also provide a means 
of redistributing income, including to 
children, the aged and the unemployed. 
But the level of tax rates needs to be 
carefully chosen. Recent firm surveys 
in 123 economies show that companies 
consider tax rates to be among the top 
four constraints to their business.4 The 
economic and financial crisis has caused 
fiscal constraints for many economies, 
yet many are still choosing to lower tax 
rates on businesses. Seventeen reduced 
profit tax rates in 2009/10. Canada, 
Germany and Singapore implemented 
tax cuts in 2009 to help businesses cope 
with economic slowdown.5 

Keeping tax rates at a reasonable level 
can be important for encouraging the 
development of the private sector 
and the formalisation of businesses. 
This is particularly relevant for small 
and medium-size enterprises, which 
contribute to job creation and growth 
but do not add significantly to tax 
revenue.6 Taxation largely bypasses 
the informal sector, and overtaxing 
a shrinking formal sector leads to 
resentment and greater tax avoidance. 
Decisions on who to tax and what stage 
of a company’s business cycle to tax can 
be influenced by many different factors 
that go beyond the scope of this study. 

‘ The economic and 
financial crisis 
has caused fiscal 
constraints for 
many economies, 
yet many are 
still choosing to 
lower tax rates 
on businesses’
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Tax revenue also depends on 
governments’ administrative capacity 
to collect taxes and firms’ willingness 
to comply. Compliance with tax laws is 
important to keep the system working 
for all and to support the programmes 
and services that improve lives. Keeping 
rules as simple and clear as possible 
is undoubtedly helpful to taxpayers. 
Overly complicated tax systems risk high 
evasion. High tax compliance costs are 
associated with larger informal sectors, 
more corruption and less investment. 
Economies with well-designed tax 
systems are able to help the growth of 
businesses and, ultimately, of overall 
investment and employment.7

Doing Business addresses these concerns 
with three indicators: payments, time 
and the Total Tax Rate (TTR) borne by 
a standard firm with 60 employees in 
a given year. The number of payments 
indicator measures the frequency 
with which the company has to file 
and pay different types of taxes and 
contributions, adjusted for the way in 
which those payments are made. The 
time indicator captures the number of 
hours it takes to prepare, file and pay 
three major types of taxes: profit taxes, 
consumption taxes and labour taxes 
and mandatory contributions. The TTR 
measures the tax cost borne by the 
standard firm (figure 1.2).8  

With these indicators, Doing Business 
compares tax systems and tracks tax 
reforms around the world from the 
perspective of local businesses, covering 
both the direct cost of taxes and the 
administrative burden of complying 
with them. It does not measure the fiscal 
health of economies, the macroeconomic 
conditions under which governments 
collect revenue or the provision of public 
services supported by taxation.

The top ten economies on the ease 
of paying taxes represent a range of 
revenue models, each with different 
implications for the tax burden of a 
domestic medium-size business (figure 
1.3). The top ten include several 
economies that are small or resource 
rich. But these characteristics do not 
necessarily matter for the administrative 
burden or TTR faced by businesses (see 
box overleaf).

7  Djankov and others (2010). 
8  The company has 60 employees and start-up capital of 102 times income per capita.

Figure 1.2

What are the time, Total Tax Rate and number of payments necessary for a local medium-sized 
company to pay all taxes?

Easiest Rank

Maldives 1

Qatar 2

Hong Kong SAR, China 3

Singapore 4

United Arab Emirates 5

Saudi Arabia 6

Ireland 7

Oman 8

Kuwait 9

Canada 10

Most difficult Rank

Jamaica 174

Panama 175

Gambia, The 176

Bolivia 177

Venezuela, RB 178

Chad 179

Congo, Rep. 180

Ukraine 181

Central African Republic 182

Belarus 183

Note: Rankings are the average of the economy's rankings on the number of payments, time and Total Tax Rate. See Appendix 1 
for details. 
Source: Doing Business database.

Figure 1.3

Where is paying taxes easy – and where not?

Total Tax Rate
Percentage of profit before all taxes

Number of payments
(Per year)

Time (hours per year)
To prepare, file and pay value added or sales tax, 
profit tax and labour taxes and contributions

0 10 20 30 40 50 60
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Does an economy’s size or 
resource wealth matter for 
the ease of paying taxes?

Some economies, especially small 
ones, rely on one or two sectors to 
generate most government revenue. 
This enables them to function with 
a narrower tax base than would 
be possible in larger, more diverse 
economies. Maldives and Kiribati, for 
example, choose to tax mainly hotels 
and tourism, sectors not captured 
by the Doing Business indicators, 
which focus on manufacturing. Other 
economies, such as Qatar, the United 
Arab Emirates, Saudi Arabia and 
Oman, are resource-rich economies 
that raise most public revenue 
through means other than taxation. 

Among both resource-rich economies 
and small island developing states 
there is great variation in rankings 
on the ease of paying taxes (see 
figure 1.4).* Differences in applicable 
tax rates account for some of the 
variation. But so do differences in 
the administrative burden. Among 
resource-rich economies the TTR 
ranges from as low as 11% of 
profit in Qatar to as high as 72% in 
Algeria. Among small economies 
the TTR averages around 38%. The 
administrative burden of paying taxes 
varies just as dramatically – being 
small or obtaining revenue from 
resources does not always make 
taxation administratively easy. To 
comply with profit, consumption 
and labour taxes can take as little as 
12 hours a year in the United Arab 
Emirates and 58 in The Bahamas 
– and as much as 424 hours in São 
Tomé and Principe and 938 in Nigeria.

Also among the top ten, Hong Kong 
SAR (China), Singapore, Ireland and 
Canada apply a low tax cost, with 
TTRs averaging less than 30% of 
profit. They also stand out for their low 
administrative burdens. They levy up 
to nine different taxes on businesses, 
yet for a local business to comply with 
taxes takes only about one day a month 
and six payments. Electronic filing and 
payment and joint forms for multiple 
taxes are common practice among these 
four economies.
 
Tunisia, the economy that improved 
the ease of paying taxes the most in 
2009/10, followed their example. It 
fully implemented electronic payment 
systems for corporate income tax and 
value added tax and broadened their use 
to most firms. The changes reduced the 
number of payments a year by 14 and 
compliance time by 84 hours. 

Another 39 economies also made it 
easier for businesses to pay taxes in 
2009/10.9 Governments continued to 
lower tax rates, broaden the tax base 
and make compliance easier so as to 
reduce costs for firms and encourage job 
creation. As in previous years, the most 
popular measure was to reduce profit 
tax rates.

Figure 1.4

Tax rates and administrative burdens are not necessarily lower in small or resource-rich 
economies
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*   Resource-rich economies analysed are those where fiscal revenues from hydrocarbons and minerals account for more 
than 50% of the total (based on International Monetary Fund estimates).

Source: Doing Business database.

9   This year’s report records all reforms with an impact on the paying taxes indicators between June 2009 and May 2010. Because the case study underlying the paying taxes indicators refers to 
the financial year ending 31 December 2009, reforms implemented between January 2010 and May 2010 are recorded in this year’s report, but the impact will be reflected in the data in next 
year’s report. See Appendix 3 for a summary of these reforms.
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What are the trends?
In the past six years more than 60% of 
the economies covered by Doing Business 
made paying taxes easier or lowered the 
tax burden for local enterprises (figure 
1.5). Globally on average, firms spend 
35 days (282 hours) a year complying 
with 30 tax payments. A comparison 
with global averages in 2004 shows that 
payments have been reduced by four 
and compliance time by five days (39 
hours).10 Companies in high-income 
economies have it easiest. On average, 
they spend 22 days (172 hours) on 15 
tax payments a year. Businesses in low-
income economies continue to face the 
highest administrative burden (figure 
1.6). Globally on average, businesses pay 
47.8% of commercial profit in taxes and 
mandatory contributions, 5.0 percentage 
points less than in 2004. 

Tax compliance becoming easier
Eleven economies in Eastern Europe 
and Central Asia simplified tax payment 
in the six years since 2004. Average 
compliance time for businesses fell by 
two working weeks as a result. The 
momentum for change started building 
in Bulgaria and Latvia in 2005 and swept 
across the region to Azerbaijan, Turkey 
and Uzbekistan in 2006, Belarus and 
Ukraine in 2007, the Kyrgyz Republic 
and FYR Macedonia in 2008 and Albania 
and Montenegro in 2009. But the 
administrative burden generally remains 
high. Five of the region’s economies rank 
among those with the highest number of 
payments globally (figure 1.7).

Figure 1.5

Tax reforms implemented by more than 60% of economies in the past six years

Figure 1.7

Who makes paying taxes easy and who does not-and where is the Total Tax Rate highest and lowest?

Payments (number per year)

Europe & Central Asia
(25 economies)

High income: OECD
(30 economies)

Sub-Saharan Africa
(46 economies)

Latin America & Caribbean
(32 economies)

East Asia & Pacific
(24 economies)

Middle East & North Africa
(18 economies)

South Asia
(8 economies)

58

40

40

24

23

18

8

DB 2006           DB 2007          DB 2008           DB 2009          DB 2010           DB 2011

Number of Doing Business reforms making it easier to pay taxes by Doing Business report year

Note: A Doing Business reform is counted as one reform per reforming economy per year. The data sample for DB2006 (2004) 
includes 174 economies. The sample for DB2011 (2009) also includes The Bahamas, Bahrain, Brunei Darussalam, Cyprus, 
Kosovo, Liberia, Luxembourg, Montenegro and Qatar, for a total of 183 economies.
Source: Doing Business database.

Note: The indicator on payments is adjusted for the possibility of electronic or joint filing and payment when used by the majority 
of firms in an economy. See Appendix 1 for more details.
Source: Doing Business database.

Source: Doing Business database.

Figure 1.6

Administrative burden lowest in high-income economies

Income group
Payments  

(number per year)
Time  

(hours per year)
Total Tax Rate  

(% of profit)

Low 38 295 71.0

Lower middle 33 359 40.3

Upper middle 31 272 43.4

High 15 172 38.8

Average 30 282 47.8

Fewest

Sweden 2

Hong Kong SAR, China 3

Maldives 3

Qatar 3

Norway 4

Singapore 5

Mexico 6

Timor-Leste 6

Kiribati 7

Mauritius 7

Most

Sri Lanka 62

Côte d'Ivoire 64

Nicaragua 64

Serbia 66

Venezuela, RB 70

Jamaica 72

Montenegro 77

Belarus 82

Romania 113

Ukraine 135

‘Globally on average, 
firms spend 35 days 
(282 hours) a year 
complying with 30 tax 
payments and pay 47.8% 
of commercial profit in 
taxes and mandatory 
contributions.’

10 The comparison of global averages refers to the 174 economies included in Doing Business 2006. Additional economies were added in subsequent years.
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Note: The indicator on payments is adjusted for the possibility 
of electronic or joint filing and payment when used by the 
majority of firms in an economy. See Appendix 1 for more 
details.
Source: Doing Business database.

Figure 1.7 continued

Time (hours per year)

Fastest

Maldives 0

United Arab Emirates 12

Bahrain 36

Qatar 36

Bahamas, The 58

Luxembourg 59

Oman 62

Switzerland 63

Ireland 76

Seychelles 76

Time (hours per year)

Slowest

Ukraine 657

Senegal 666

Mauritania 696

Chad 732

Belarus 798

Venezuela, RB 864

Nigeria 938

Vietnam 941

Bolivia 1,080

Brazil 2,600

Total Tax Rate (% of profit)

Lowest 

Timor-Leste  0.2 

Vanuatu  8.4 

Maldives  9.3 

Namibia  9.6 

Macedonia, FYR  10.6 

Qatar  11.3 

United Arab Emirates  14.1 

Saudi Arabia  14.5 

Bahrain  15.0 

Georgia  15.3 

Total Tax Rate (% of profit)

Highest 

Eritrea 84.5

Tajikistan 86.0

Uzbekistan 95.6

Argentina 108.2

Burundi 153.4

Central African Republic 203.8

Comoros 217.9

Sierra Leone 235.6

Gambia, The 292.3

Congo, Dem. Rep. 339.7

Some Sub-Saharan African economies 
also focused on easing tax compliance. 
In 2010 Sierra Leone introduced 
administrative reforms at the tax 
authority and replaced four different 
sales taxes with a value added tax. 
Seven other economies – Burkina 
Faso, Cameroon, Cape Verde, Ghana, 
Madagascar, South Africa and Sudan 
– reduced the number of payments 
by eliminating, merging or reducing 
the frequency of filings and payments. 
Mozambique, São Tomé and Principe, 
Sierra Leone, Sudan and Zambia 
revamped existing tax codes or enacted 
new ones in the past six years. 

Firms in OECD high-income economies 
have the lowest administrative burden. 
Businesses in these economies spend 
on average 25 days a year complying 
with 14 tax payments. All but two, the 
Slovak Republic and Switzerland, have 
fully implemented electronic filing 
and payment for firms. Between 2006 
and 2009 the Czech Republic, Finland, 
Greece, the Netherlands, Poland and 
Spain mandated or enhanced electronic 
filing or simplified the process of paying 
taxes, reducing compliance time by 13 
days (101 hours) on average.

In the Middle East and North Africa, 
businesses must comply with only 22 
payments a year on average, the second 
lowest among regions. Yet there is great 
variation, with up to 44 payments in the 
Republic of Yemen and as few as three 
payments in Qatar. In 2009/10 only two 
tax reforms were recorded, in Jordan 
and Tunisia.
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In Latin America and the Caribbean 
firms continue to spend substantial 
time paying taxes – 385 hours a year 
on average. They have to make an 
average of 33 payments a year (figure 
1.8). Thankfully, many economies in 
the region have simplified the process 
of paying taxes since 2004, saving 
businesses an average of three days 
a year. Still, only 12 of the region’s 
32 economies offer electronic filing 
and payment for firms. Colombia, 
the Dominican Republic, Guatemala, 
Honduras, Mexico and Peru have 
introduced online filing and payment 
systems since 2004, eliminating the 
need for 25 separate tax payments a year 
and reducing compliance time by 11 
days (83 hours) on average. The boldest 
measures: since 2004 Colombia has 
reduced the number of payments by 49 
and compliance time by 248 hours, the 
Dominican Republic has cut payments by 
65 and time by 156 hours, and Mexico 
has reduced the number of payments 
by 21 and the time to comply with them 
by 148 hours. And these economies 
continue work to further reduce the 
administrative burden for firms.

Economies in East Asia and the Pacific 
have reduced compliance time since 
2004 by about eight business days, 
the most after Eastern Europe and 
Central Asia. Most recently, Lao PDR 
consolidated the filings for business 
turnover tax and excise tax as well as 
personal income tax withholding in a 
single tax return. Businesses now spend 
25 fewer days a year complying with 
tax laws. China unified accounting 
methods and expanded the use of 
electronic tax filing and payment systems 
in 2007, saving firms 368 hours and 
26 payments a year. In 2008 and 2009 
China unified criteria for corporate 
income tax deduction and shifted from a 
production-oriented value added system 
to a consumption-oriented one, saving 
firms another 106 hours a year. Brunei 
Darussalam, Malaysia, Taiwan (China) 
and Thailand introduced or enhanced 
electronic systems in the past six years. 

Figure 1.8

Paying taxes easier in East Asia and the Pacific – Regional averages in paying taxes

Payments (number per year)

Time (hours per year)

High income: OECD

Middle East & North Africa

East Asia & Pacific

South Asia

Latin America & Caribbean

Sub-Saharan Africa

Europe & Central Asia

DB 2011           DB 2006          2009 Global average (30)                        

14    17

                         22   24

                                   25    28

                                                      31   31

                                                           33            40

                                                                         37       38

                                                                                         42            50

High income: OECD

Middle East & North Africa

East Asia & Pacific

South Asia

Latin America & Caribbean

Sub-Saharan Africa

Europe & Central Asia

DB 2011           DB 2006          2009 Global average (282)                        

  199     237

194    223

         218            291

                                 283   305

                                                                       385   411

                                             315   343

                                             314                   431

Note: A Doing Business reform is counted as one reform per reforming economy per year. The data sample for DB2006 (2004) 
includes 174 economies. The sample for DB2011 (2009) also includes The Bahamas, Bahrain, Brunei Darussalam, Cyprus, 
Kosovo, Liberia, Luxembourg, Montenegro and Qatar, for a total of 183 economies.
Source: Doing Business database.
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In South Asia payments and compliance 
time changed little overall. In 2009/10 
Doing Business recorded only one tax 
reform, in India, which abolished 
fringe benefit tax and enhanced 
electronic filing.

TTRs becoming lower
When considering the burden of taxes 
on business, it is important to look at 
all the taxes that companies pay. These 
may include labour taxes and mandatory 
contributions paid by employers, sales 
tax, property tax and other smaller 
taxes such as property transfer tax, 
dividend tax, capital gains tax, financial 
transactions tax, waste collection tax and 
vehicle and road tax. In seven economies 
around the world, taxes and mandatory 
contributions add up to more than 
100% of profit, ranging from 108.2% 
to 339.7% (figure 1.7). Doing Business 
assumes that the standard firm in its tax 
case study has a fixed gross profit margin 
of 20%. Where the indictor shows that 
taxes exceed profit, the company has to 
earn a gross profit margin in excess of 
20% to pay its taxes. Corporate income 
tax is only one of many taxes with which 
the company has to comply. The TTR 
for most economies is between 30% and 
50% of profit.

Economies in Eastern Europe and 
Central Asia have implemented the 
most reforms affecting the paying taxes 
indicators since 2004, with 23 of the 
region’s 25 economies implementing 58 
such reforms. The most popular feature 
in the past six years was lowering profit 
tax rates (done by 19 economies). The 
changes reduced the average TTR in 
the region by 13.1 percentage points 
(figure 1.9). 

In the past year, economies in Sub-
Saharan Africa implemented a quarter 
of all reforms affecting the paying 
taxes indicators, a record for the region 
compared with previous years. In the 
past six years the most popular feature in 
the region was reducing profit tax rates 
(28 reforms). The reductions lowered 
the average TTR for the region by 2.7 
percentage points. But profit tax, just one 
of many taxes for businesses in Africa, 
accounts for only a third of the total tax 
paid. Firms in the region still face the 
highest average TTR in the world, 68% 
of profit.

Figure 1.9

Eastern Europe and Central Asia has biggest reduction in Total Tax Rate – Total Tax Rate (% of profit)

Middle East & North Africa

East Asia & Pacific

South Asia

Europe & Central Asia

High income: OECD

Latin America & Caribbean

Sub-Saharan Africa

Profit tax           Labour tax           Other           Total Tax Rate reduction 2004-09           DB 2006 Total Tax Rate          

DB 2011                        Total Tax Rate reduction 2004-09                        

DB 2006 Total Tax Rate                       

Total Tax Rate (% of profit)                       

13.2%                       

14.9%                       

3.6%                       

4.4%                       

2.3%                       

3.2%                       

0.4%                       

Note: A Doing Business reform is counted as one reform per reforming economy per year. The data sample for DB2006 (2004) 
includes 174 economies. The sample for DB2011 (2009) also includes The Bahamas, Bahrain, Brunei Darussalam, Cyprus, 
Kosovo, Liberia, Luxembourg, Montenegro and Qatar, for a total of 183 economies.
Source: Doing Business database.

Firms in OECD high-income economies 
pay 43.0% of profit in taxes on average. 
Nineteen of these economies lowered 
profit tax rates in the past six years. 
And more changes are on the horizon. 
Australia, Finland and the United 
Kingdom have announced major 
reforms of their tax systems in the next 
few years.11

The average TTR in the Middle East 
and North Africa, at 32.8% of profit, is 
among the lowest in the world – thanks 
in part to tax reforms reducing it by 10.8 
percentage points since 2004. Algeria, 
Djibouti, Egypt, Morocco, Syria, Tunisia, 
West Bank and Gaza and the Republic 
of Yemen have all lowered profit tax 
rates, abolished taxes or replaced 
cascading taxes. 

The average TTR for Latin America and 
the Caribbean is the second highest, 
amounting to 48% of profit. Seven 
economies, including Mexico, Paraguay 
and Uruguay, reduced tax rates in the 
past six years, lowering the region’s TTR 
by 2.3 percentage points. 

11  Australia intends to reduce the corporate income tax rate from 30% to 29% from 1 July 2013, and then to 28% from 1 July 2014. In Finland an initial proposal includes reducing the corporate  
 income tax rate from 26% to 22% and increasing the standard value added tax rate of 22% by two percentage points. In the United Kingdom the emergency budget for 2010–11 calls for  
 reducing the corporation tax rate to 27% for the 2011 financial year and then, through cuts over the next four years, to 24%. It also calls for reducing the small company tax rate to 20% and  
 increasing the standard value added tax rate from 17.5% to 20%.
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The TTR in East Asia and the Pacific 
is relatively low. At 35.4% of profit, it 
is the second lowest after that in the 
Middle East and North Africa. Still, 13 
economies in the region reduced profit 
tax rates in the past six years, including 
China, Indonesia, Malaysia, the 
Philippines, Thailand and Vietnam.

Few economies in South Asia have 
made changes affecting the paying taxes 
indicators since 2004. Afghanistan, 
Bangladesh, India and Pakistan reduced 
profit tax rates, but the reductions had 
little effect on region’s average TTR. 

What has worked?
Worldwide, economies that make paying 
taxes easy for domestic firms typically 
offer electronic systems for tax filing 
and payment, have one tax per tax base 
and use a filing system based on self-
assessment (figure 1.10). They also focus 
on lower tax rates accompanied by wider 
tax bases.

Offering an electronic option
Electronic filing and payment of taxes 
eliminates excessive paperwork and 
interaction with tax officers. Offered by 
61 economies, this option can reduce 
the time businesses spend in complying 
with tax laws, increase tax compliance 
and reduce the cost of revenue 
administration. But this is possible only 
with effective implementation. Simple 
processes and high-quality security 
systems are needed. 

In Tunisia, thanks to a now fully 
implemented electronic filing and 
payment system, businesses spend 37% 
less time complying with corporate 
income tax and value added tax. 
Azerbaijan introduced electronic systems 
and online payment for value added 
tax in 2007 and expanded them to 
property and land taxes in 2009. Belarus 
enhanced electronic filing and payment 
systems, reducing the compliance time 
for value added tax, corporate income 
tax and labour taxes by 14 days. The 
reverse happened in Uganda. There, 
compliance time has increased despite 
the introduction of an electronic system. 
Online forms were simply too complex. 

Keeping it simple: one tax base, 
one tax
Multiple taxation – where the same 
tax base is subject to more than one 
tax treatment – makes efficient tax 
management challenging. It increases 
firms’ cost of doing business as well 
as the government’s cost of revenue 
administration and risks damaging 
investor confidence. 

Fifty economies have one tax per 
tax base. Having more types of taxes 
requires more interaction between 
businesses and tax agencies. In Nigeria 
corporate income tax, education tax 
and information technology tax are all 
levied on a company’s taxable income. 
In New York City taxes are levied at 
the municipal, state and federal levels. 
Each is calculated on a different tax 
base, so businesses must do three 
different calculations. 

Figure 1.10

Good practices around the world in making it easy to pay taxes

Practice Economies* Examples

Allowing self-assessment 136 Botswana, Georgia, India, Malaysia, Oman, Peru,  
United Kingdom 

Allowing electronic filing  
and payment 

61 Australia, Dominican Republic, India, Lithuania, 
Singapore, South Africa, Tunisia  

Having one tax per tax base 50 Afghanistan, Hong Kong SAR (China), FYR Macedonia, 
Morocco, Namibia, Paraguay, Sweden

‘Worldwide, economies 
that make paying taxes 
easy for domestic firms 
typically offer electronic 
systems for tax filing and 
payment, have one tax 
per tax base and use a 
filing system based on 
self-assessment. They 
also focus on lower tax 
rates accompanied by 
wider tax bases.’

*Among 183 economies surveyed
Source: Doing Business database.
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Figure 1.11

Major cuts in corporate income tax rates in 2009/10

Region Reduction in corporate income tax rate (%) Year effective

Sub-Saharan Africa Burkina Faso from 30 to 27.5 2010

Republic of Congo from 38 to 36 2010

Madagascar from 25 to 23 2010

Niger from 35 to 30 2010

São Tomé and Principe from 30 to 25 2009

Seychelles from progressive 0–40 to 25–33 2010

Zimbabwe from 30 to 25 2010

Eastern Europe  
& Central Asia

Azerbaijan from 22 to 20 2010

Lithuania from 20 to 15 2010

FYR Macedonia from 10 to 0 (for undistributed profits) 2009

Tajikistan from 25 to 15 2009

East Asia & Pacific Brunei Darussalam from 23.5 to 22 2010

Indonesia from 28 to 25 2009

Taiwan (China) from 25 to 17 2010

Tonga from progressive 15–30 to 25 2009

Latin America & Caribbean Panama from 30 to 25 2010

Figure 1.12

Who made paying taxes easier and lowered the tax burden in 2009/10 – and what did they do?

Feature Economies Some highlights

Easing  
compliance

Merged or 
eliminated taxes 
other than profit tax

Belarus, Bosnia and Herzegovina, 
Burkina Faso, Cape Verde, Hong 
Kong SAR (China), Hungary, India, 
Jordan, Montenegro, Slovenia, 
República Bolivariana de Venezuela 

Cape Verde eliminated all 
stamp duties.

Simplified tax 
compliance 
process

Azerbaijan, Belarus, Canada, 
China, Czech Republic, FYR 
Macedonia, Montenegro, 
Netherlands, Sierra Leone, Taiwan 
(China), Ukraine, Zimbabwe

The Netherlands made value 
added tax filings and payments 
quarterly and eased profit tax 
calculations. Belarus changed 
from monthly to quarterly 
payments for several taxes. 

Introduced 
or enhanced 
electronic systems

Albania, Azerbaijan, Belarus, Brunei 
Darussalam, India, Jordan, Tunisia, 
Ukraine

A big increase in online filing 
in Azerbaijan reduced the time 
for filing and the number of 
payments.

Reducing  
tax rates

Reduced profit 
tax rate by two 
percentage points 
or more

Azerbaijan, Brunei Darussalam, 
Burkina Faso, Republic of 
Congo, Indonesia, Lithuania, 
FYR Macedonia, Madagascar, 
Niger, Panama, São Tomé and 
Principe, Seychelles, Taiwan 
(China), Tajikistan, Thailand, Tonga, 
Zimbabwe

Burkina Faso reduced the profit 
tax rate from 30% to 27.5% 
and merged 3 taxes. Niger 
lowered the rate from 35% to 
30%. Lithuania reversed an 
increase (from 15% to 20%) 
made the previous year.

Reduced 
labour taxes 
and mandatory 
contributions

Albania, Bosnia and Herzegovina, 
Bulgaria, Canada, Hungary, 
Moldova, Portugal

Hungary reduced employers' 
social security contribution rate 
from 29% of gross salaries to 
26%. 

Introducing  
new  
systems

Introduced new 
or substantially 
revised tax law

Azerbaijan, Belarus, Hungary, 
Jordan, Panama, Portugal, São 
Tomé and Principe

Jordan’s new tax law abolished 
certain taxes and reduced 
rates.

Introduced change 
in cascading 
sales tax

Burundi, Lao PDR, Sierra Leone Burundi introduced a value 
added tax in place of its 
transactions tax. 

This is no longer the case in Ontario. 
The Canadian province harmonised 
its corporate income tax base with the 
federal one. And the Canada Revenue 
Agency now administers Ontario’s 
corporate capital tax and corporate 
minimum tax. Starting with the 2009 tax 
year, Ontario businesses have been able 
to make combined payments and file a 
single corporate tax return. 

Brazil also aims to simplify a system 
that requires businesses to interact 
with three levels of government. In 
2010 it introduced a new system of 
digital bookkeeping (Sistema Público 
de Escrituração Digitalor, or SPED) to 
integrate federal, state and municipal tax 
agencies. The successful implementation 
of SPED will ease the administrative 
burden of complying with taxes in Brazil 
by reducing the number of tax payments 
and possibly the time for compliance.

Trusting the taxpayer
Voluntary compliance and self-
assessment have become a popular way 
to efficiently administer a country’s tax 
system. Taxpayers are expected and 
trusted to determine their own liability 
under the law and pay the correct 
amount. With high rates of voluntary 
compliance, administrative costs are 
much lower and so is the burden of 
compliance actions.12 Self-assessment 
systems also reduce the discretionary 
powers of tax officials and opportunities 
for corruption.13 To be effective, 
however, self-assessment needs to be 
properly introduced and implemented, 
with transparent rules, penalties 
for noncompliance and established 
audit processes. 

Of the 183 economies covered by Doing 
Business, 74% allow firms to calculate 
their own tax bills and file the returns. 
These include all economies in Eastern 
Europe and Central Asia and almost 
two-thirds in East Asia and the Pacific, 
the Middle East and North Africa and 
South Asia. Both taxpayers and revenue 
authorities can benefit. Malaysia 
shifted to a self-assessment system for 
businesses in stages starting in 2001. 
Taxpayer compliance increased, and so 
did revenue collection.14 

Source: Doing Business database.

Source: Doing Business database.

12  Ricard (2008).
13  Imam and Davina (2007).
14  bin Haji Ridzuan (2006). 
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Some of the results 
Franklin D. Roosevelt once said, “Taxes, 
after all, are the dues that we pay for the 
privileges of membership in an organised 
society.”15 There is no doubt about the 
need for and benefits of taxation. But 
how economies approach taxation 
for small and medium-size businesses 
varies substantially. One hundred and 
fifteen economies made their business 
tax systems more efficient and effective 
in the past six years – and have seen 
concrete results. 

Easier process, more revenue
Colombia introduced a new electronic 
system, PILA, that unified in one online 
payment all contributions to social 
security, the welfare security system and 
labour risk insurance. Its use became 
mandatory for all companies in 2007. 
By 2008 the number of companies 
registered to pay contributions through 
PILA had increased by 55%. The social 
security contributions collected that year 
from small and medium-size companies 
rose by 42%, to 550 billion pesos.

Mauritius implemented a major 
tax reform in 2006. It reduced the 
corporate income tax rate from 25% 
to 15% and removed exemptions and 
industry-specific allowances, such as its 
investment allowance and tax holidays 
for manufacturing. Authorities aimed 
to increase revenue by combining a 
low tax rate, a transparent system, 
a reinforced tax administration and 
efficient collection – and they did. In the 
2007/08 fiscal year corporate income tax 
revenue grew by 27%, and in 2008/09 it 
increased by 65%.

FYR Macedonia has implemented 
major tax reforms for the past several 
years in a row. In 2007 it introduced a 
new electronic tax service. In 2008 it 
amended the tax law to cut the profit 
tax rate from 15% to 10%. In 2009 it 
implemented a new, clearer Law on 
Contributions for Mandatory Social 
Security – and imposed the corporate 
income tax only on distributed profits. 
Despite the global downturn, the 
number of companies registered as 
taxpayers in FYR Macedonia increased 
by 16% between 2008 and 2009. 

In an effort to stimulate economic 
growth and create a more business-
friendly environment, Korea reduced 
the corporate income tax rate from 25% 
to 22% in 2009 and plans to reduce 
it even further in future years. The 
revenue collected by the government in 
2009 did not fall. Instead, the number 
of companies registered for corporate 
income tax increased by 7% – and the 
corporate income tax revenue by 11%.

The value for business
These results illustrate some of the 
benefits of more effective tax systems 
and appropriate tax rates. Recent 
research has found that in developing 
economies, where many firms are 
likely to be small and heavily involved 
in informal activity, reducing profit 
tax rates helps reduce informality and 
raise tax compliance, increasing growth 
and revenue.16

Figure 1.13

Size of informal sector is associated with ease 
of paying taxes

Least difficult

Economies ranked by ease of paying taxes, quintiles

High

Informal sector share of GDP

Low

Most difficult

Note: Relationships are significant at the 1% level and remain 
significant when controlling for income per capita.
Source: Doing Business database; Schneider and 
Buehn (2009).

15   Address delivered at Worcester, Mass., October 21, 1936. John T. Woolley and Gerhard Peters, The American Presidency  
 Project, http://www.presidency.ucsb.edu/.
16 Hibbs and Piculescu (2010).
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The size of the informal sector, which in 
many developing economies accounts for 
as much as half of GDP, can significantly 
affect the tax revenue collected as a 
percentage of GDP.17

But the reverse is also true: the structure 
of the tax system and the perception of 
the quality of government services can 
affect the size of the informal sector in a 
country. Larger informal sectors as well 
as greater corruption are found where 
the majority of firms perceive taxes as 
not ‘worth paying’ because of low-quality 
public goods and poor infrastructure. 
This view is supported by a recent 
survey of business and law students in 
Guatemala. Most participants believed 
that tax evasion was ethical where tax 
systems are unfair or corrupt and where 
government commits human rights 
abuses.18 Doing Business data show that 
economies where it is more difficult and 
costly to pay taxes have larger shares of 
informal sector activity (figure 1.13).

Sensitivity to tax reforms is affected by 
firm size. Large firms are usually more 
directly affected by changes. But small 
firms have a higher tendency to be 
unregistered if tax rates are high, and 
tend to under-report income and size 
if higher incomes and bigger firms are 
taxed at a higher rate.19 In Côte d’Ivoire, 
where firms must pay 44% of profit and 
make more than 64 payments a year to 
comply with 14 different taxes, a recent 
study finds that firms avoid growing in 
order to pay less tax.20

Figure 1.14

Total Tax Rates between 30% and 50% are most common 

Source: Doing Business database

17 Gordon and Li (2009).
18 McGee and Lingle (2008).
19 OECD (2008).
20 Klapper and Richmond (2010).
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A fair, stable and 
sustainable tax system – 
the challenge for governments  
in the wake of the global 
economic downturn.  
A PwC commentary on the results

Paying tax is important. Taxes provide 
government revenues and those who 
pay them have a stake in the system and 
in how government spends its money. 
Taxes are a life blood of a stable and 
prosperous society. In the words of 
Oliver Wendell Holmes, US Supreme 
Court of Justice, in 1904, “Taxes are the 
price you pay for civilisation”.

But levying taxes is not an easy task for 
government, especially in the wake of 
a global economic downturn. With big 
structural deficits, particularly in the 
large developed economies, fiscal policy 
has never been under so much public 
scrutiny as it is today. There is a clear 
expectation that governments in many 
economies will need to raise taxes as 
well as make spending cuts. But they 
will need to remain cautious in how they 
raise taxes to ensure that recovery is not 
stifled and that the tax system supports 
business investment, economic growth 
and social well-being. Higher taxes 
should flow through to a stable business 
environment, good infrastructure and 
better quality of life for citizens.

As a result of the downturn, the focus on 
the role that tax can play in international 
development has increased. With 
cuts in aid budgets, it is clear that tax 
revenues are a more sustainable source 
of financing for developing countries 
than debt or aid. But there are many 
challenges to tackle in increasing tax 
revenues in developing countries, 
including combating capital flight from 
these countries, reducing the size of their 
informal economies and helping their 
tax authorities to monitor compliance 
and collect the taxes due. The Paying 
Taxes study results show that tax rates 
tend to be higher and the compliance 
burden heavier in the developing world. 
Reducing tax rates, broadening the 
base and making it easy to pay, can be 
important in encouraging local business 
to register and pay tax.
 
The Paying Taxes study looks at tax
systems from the business perspective.
Business plays an essential role in 
contributing to economic growth and 
prosperity by employing workers, 
improving the skills and knowledge 
base, buying from local suppliers and 
providing affordable products that 
improve people’s lives. Business also 
pays and generates many taxes. As well 
as corporate income tax on profits, 
these include employment taxes, 
social contributions, indirect taxes and 
property taxes. Therefore, the impact 
that tax systems have on business 
is important.

Chapter 2: PwC commentary
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This is the sixth year of the Paying 
Taxes study. Throughout these years, 
tax reform has been high on the agenda 
of governments around the world. The 
World Bank and IFC have shown that 
115 of the 183 economies in the study 
made significant tax reforms to make 
paying taxes easier during this time, and 
the rate of change has not lessened since 
the downturn. Forty economies made 
significant reforms in the last year. The 
most popular reform continues to be 
reducing the statutory rate of corporate 
income tax and this has flowed through 
to a lower tax cost. There has also been 
a focus on easing the compliance burden 
and making it easier to pay taxes. The 
Paying Taxes results show that different 
administrative practices used by 
government play a key role in lowering 
or increasing the compliance burden. We 
continue to suggest that this area should 
receive even more attention in the future 
as more efficient tax collection benefits 
both government and business.

Why the Paying Taxes study  
is important
Paying Taxes uses a domestic medium-
size case study company to measure 
the impact on business of tax systems 
around the world. The purpose is to 
provide quantitative data to stimulate 
and inform discussion on tax policy and 
tax administration and to inspire tax 
reform. The Paying Taxes results enable 
governments to benchmark their tax 
system with others on a like-for-like basis 
and to identify best practices.

The use of a case study company with 
a standard fact pattern brings some 
limitations. The size of the company may 
be considered larger in some economies, 
and modest in others. This could affect 
how it is taxed in economies with special 
regimes for small and medium-sized 
enterprises. The location of the company 
is in the most populous city which tends 
to be expensive from a tax perspective. 
The type of business may have an impact 
as additional taxes or incentives are 
often available for specified activities. 
Also, the fact that Paying Taxes 
addresses only certain aspects of tax 
administration and not others 
(e.g. the approach of the tax authority) 
could be considered limiting. 

40
economies made  
significant reforms  
in the last year

115 of the 183 
economies in 
the study made 
significant tax 
reforms to make 
paying taxes 
easier during 
the last six years

‘ The Paying Taxes 
results show that 
different administrative 
practices used by 
government play a 
key role in lowering 
or increasing the 
compliance burden’
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This study is unique for a number of 
reasons including the large number 
of economies included, the breadth 
of the taxes covered, the business 
perspective, and the richness of the 
bank of data produced. Two recently 
published research papers illustrate 
the richness of the data. A paper 
called, ‘The effect of corporate taxes 
on investment and entrepreneurship’21, 
published in the American Economic 
Journal uses data from the study to 
show the impact of higher corporate 
income tax rates on business start-up 
and investment. And PwC’s report, 
‘The impact of VAT compliance on 
business’22, shows how administrative 
practices in the economies with a value 
added sales tax system affects the VAT 
compliance burden.

The Paying Taxes study measures three 
separate aspects of paying taxes. Two 
of these relate to the tax compliance 
burden and one to the tax cost. All three 
are equally weighted to arrive at an 
overall ranking. It is important to look 
at each sub-indicator separately, as each 
measures a different aspect of the tax 
system, generating important findings 
that are not necessarily revealed in the 
overall ranking. In addition, there may 
be no correlation between the results for 
each sub-indicator. For example, Sweden 
is an economy which has a high TTR 
ranking (146), but a low ranking for the 
time to comply (30). Taxes are high in 
Sweden, providing for high quality social 
services and a good standard of living 
for citizens. But it is easy to pay taxes in 
Sweden resulting in less compliance time 
and also fewer tax payments. 

The Paying Taxes study gives a ranking 
to each economy, both for the overall 
ease of paying taxes and for each 
sub-indicator. This is useful because 
it enables each economy to see where 
it stands within its peer group. But, 
we suggest that it is most important to 
understand the data behind the ranking 
for each economy by looking at its actual 
results and what drives them. In our 
experience, this is the most valuable use 
of the study results. It is also important 
to recognise that the economies with the 
top global rankings are not necessarily 
the best models for what might be 
considered to be a good tax system. In 
Paying Taxes 2011, there are five oil-rich 
states in the top ten which raise their 
revenues from these natural resources, 
as well as a small island state which 
does not tax the profits of the case study 
company. But the others include a G20 
economy (Canada) and three economies 
which have successfully followed a 
policy of low corporate taxes to stimulate 
business investment (Hong Kong, 
Singapore and Ireland). Our experience 
is that governments use the Paying 
Taxes results to benchmark their tax 
systems against neighbouring countries, 
or their economic peers. For example, 
Italy might benchmark primarily across 
the EU countries and Brazil against its 
neighbours, including Argentina, Chile, 
Peru and Bolivia. This section of the 
study therefore explores the results from 
a number of different regional, economic 
and income groupings to show how the 
data can be presented in ways which 
may be considered of most relevance.

‘The Paying Taxes study 
measures three separate 
aspects of paying taxes. 
Two of these relate to the 
tax compliance burden 
and one to the tax cost’

21  ‘The Effect of Corporate Taxes on Investment and Entrepreneurship’ by Simeon Djankov, Tim Ganser, Caralee McLeish, Rita 
Ramalho and Andrei Shleifer – American Economic Journal:Macroeconomics 2 (July) 2010:31-64 

22  ‘The impact of VAT compliance on business’ by Susan Symons, Neville Howlett, Katia Ramirez Alcantara of PwC UK – 
September 2010 - http://www.pwc.co.uk/pdf/PwC_VAT_Compliance_survey_2010.pdf
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After last year’s Paying Taxes launch 
in Kuala Lumpur, the focus group for 
Paying Taxes met with representatives 
from the World Bank, IFC and PwC to 
discuss the methodology. The planned  
introduction of a new Goods and 
Services Tax was also discussed, noting 
that the way in which  it’s introduced 
could have major implications for the 
compliance burden on business. The 
message? Keep it simple. See page 65 for 
further discussion of how the results are 
being used in Malaysia.

The Czech Republic is another good 
example which shows how Paying Taxes 
has encouraged debate around tax 
reform and resulted in concrete actions 
being taken. The Deputy Minister of 
Finance, Mr Peter Chrenko, took part in 
the Paying Taxes launch in Prague last 
year. He spoke about how Paying Taxes 
is used by government to benchmark 
their tax system against others in Central 
Europe and elsewhere to help identify 
useful change (see page 60). A new tax 
administration act will come into force in 
the Czech Republic on 1 January 2011.

Every year the Paying Taxes results 
generate great interest and are discussed 
with governments, business and other 
stakeholders around the world. In 
Chapter 3, we provide feedback from a 
number of countries showing  how the 
results are being used. For example, in 
Malaysia in 2007, a special task force 
called PEMUDAH was established, 
reporting directly to the Prime Minister, 
to look at all the World Bank Doing 
Business indicators. This task force 
is made up of individuals from both 
the private and public sectors and 
comprises focus groups responsible 
for each of the indicators. They 
look at processes and procedures to 
improve the way government regulates 
business with a view to improving the 
business environment, competitiveness 
and efficiency. 

‘Every year the Paying 
Taxes results generate 
great interest and 
are discussed with 
governments, business 
and other stakeholders 
around the world’



Using the  
Paying Taxes data.  
The effect of corporate taxes on 
investment and entrepreneurship

Comment: The effect of corporate taxes on investment and entrepreneurship

In their research recently published 
in the American Economic Journal: 
Macroeconomics, Andrei Shleifer and 
co-authors from the Paying Taxes team 
have used Paying Taxes data, along 
with data collected from national 
statistics offices and from the World 
Bank Entrepreneurship surveys, to 
present some results which show the 
relationships between corporate income 
taxes, investment and entrepreneurship.

The paper uses data from 85 economies 
and covers a large cross section of 
developed and developing countries 
from across the world’s regions. It 
includes 27 high-income economies, 19 
upper middle-income economies, 21 
lower middle-income economies and 18 
low-income economies.

What differentiates this paper from other 
studies is that it looks at the effective 
tax rate for corporate income tax (i.e. 
the actual corporate income tax paid by 
the case study company in relation to its 
pre-tax profits) rather than the statutory 
tax rate. 

There are several significant conclusions 
from the paper:

• There is a consistent and large 
adverse effect of corporate income 
tax on corporate investment. The 
data shows that a 10% increase 
in the effective corporate tax rate 
reduces the aggregate investment 
to gross domestic product ratio by 
2.2 percentage points (the average 
investment rate is 21%), and Foreign 
Direct Investment by 2.3 percentage 
points (the average FDI rate is 3.6%). 

• There is a consistent and large 
adverse effect of corporate income 
tax on entrepreneurial activity. The 
data shows that a 10% increase 
in the effective corporate tax 
rate reduces the ‘entry rate’ (the 
number of limited liability company 
registrations) by 1.4 percentage 
points (the mean official entry rate 
is 8%). It also reduces ‘business 
density’ (the number of limited 
liability corporations legally 
registered divided by the working age 
population) by 1.9 firms per hundred 
people (the average per hundred 
people is five).
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• Higher effective corporate income 
tax rates are associated with 
large informal sectors. The data 
shows that a 10% increase in the 
effective corporate tax rate raises 
the informal economy as a share 
of economic activity by nearly two 
percentage points.

• The data suggests a large positive 
association between the effective 
corporate tax rate and the aggregate 
debt to equity ratio. A 10% increase 
in the effective corporate tax rate 
raises the debt to equity ratio by 40 
percentage points (the mean debt to 
equity ratio is 111%). 

American Economic Journal: 
Macroeconomics 2 (July 2010):31-64
http://www.aeweb.org/articles.
php?doi=10.1257/mac.2.3.31
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The cost of tax for 
business rises in an 
economic downturn

Comment: The cost of tax for business rises in an economic downturn

The Paying Taxes study uses the 
PwC Total Tax Contribution (TTC) 
methodology to calculate the cost of 
all taxes borne by business (the Total 
Tax Rate - TTR). We use the same 
methodology in our TTC studies with 
real companies around the world. The 
results from these studies reflect the 
changes in the economic cycle and 
the companies’ profitability, as well as 
changes in the tax system. In the Paying 
Taxes study, the case study company has 
a fixed profit margin of 20%, regardless 
of the global economic downturn. In 
reality, companies have found their 
profitability shrinking, and that the cost 
of taxes has risen.

PwC UK carries out an annual TTC study 
with the largest listed companies (FTSE 
100) in conjunction with The Hundred 
Group of Finance Directors. The last 
three studies (covering tax payments 
in 2007, 2008 and 2009) have shown 
a drop in these companies’ profits 
following the financial crisis and the 
UK economy’s decline into recession. 
Corporate income tax payments have 
fallen too, in line with profits, but 
payments of other taxes borne (including 
employers’ social contributions, property 
taxes and other taxes) have not. The 
result is that the cost of taxes in relation 
to commercial profitability (the TTR) has 
increased in the downturn. 

The first chart shows how the average 
TTR for members of The Hundred Group 
has increased during the UK recession. In 
2009, the TTR for a real large company 
(41.6%), is considerably higher than 
for the smaller, profitable case study 
company in Paying Taxes (37.3%). 

The second chart  shows that the size 
of The Hundred Group’s TTC, both in 
absolute amount and as a proportion 
of total government tax receipts, has 
however been maintained. In 2008, total 
taxes borne and collected were £66.5bn 
amounting to 12.9% of government tax 
receipts. In 2009, these figures rose to 
£66.6bn and 13.1%. This shows that the 
largest companies in the UK continue 
to contribute a significant proportion of 
the country’s overall tax receipts, despite 
the recession. 

The latest (2009) study results are 
available at www.pwc.co.uk/ttc

TTRs for the Hundred Group

The contribution of the Hundred Group to UK 
tax revenues

Corporation tax           Other taxes

2007 2008 2009

36.2%
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Note: Chart shows the average TTR for members of The 
Hundred Group participants in the TTC studies.  
Source: PwC UK 2009 TTC study for The Hundred Group of 
Finance Directors

Note: Chart shows the TTC of The Hundred Group as a 
whole, both as an absolute amount and as a percentage of 
government revenues.    
Source: PwC UK 2009 TTC study for The Hundred Group of 
Finance Directors
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Figure 2.1 sets out the global average 
result for each of the sub-indicators 
analysed by type of tax. It also includes 
the range of results. The case study 
company (TaxpayerCo) has a global 
average Total Tax Rate (TTR) of 
47.8%, needs 282 hours to comply 
with its tax affairs, and makes 29.9 tax 
payments. Further analysis of regional 
and individual economy results is set 
out below. 

In the years that the Paying Taxes study 
has been carried out, tax reforms around 
the world have driven a downward 
trend in the results. Figure 2.2 compares 
the global average results with those 
measured in the first study five years 
ago (Paying Taxes 2006). The average 
TTR has fallen by 5.9% (or more than 
1% each year), the time to comply by 47 
hours (or more than nine hours a year) 
and the number of payments by almost 
four. There are reductions in all types of 
taxes across all three sub-indicators. 

The Paying  
Taxes results

Profit taxes have fallen on average 
by 1.6% as governments around the 
world have reduced the statutory rate 
of corporate income tax to stimulate 
business investment and growth. The 
World Bank and IFC have tracked tax 
reform showing that 90 economies 
have made significant rate reductions 
since the study began. This has 
continued despite the recession with 37 
economies reducing the rate and only 
five increasing rates in the last two years 
(Paying Taxes 2010 and 2011). Rates of 
labour tax and social contribution have 
fallen in 36 economies over the five 
year period, contributing to the average 
fall of 1.5%. The biggest fall of 2.8% is 
for other taxes including consumption 
taxes. In addition to rate reductions, the 
elimination of taxes by 37 economies and 
the introduction of VAT type sales taxes 
in 13 economies has contributed to this.

The time to comply has fallen by 
over a week, driven by reforms in tax 
administration. Again, there have been 
reductions in the time needed for each 
of the three major taxes. Elimination of 
multiple taxes per base (50 economies 
now have one tax per base), simplified 
processes for paying taxes (40 
economies) and revised tax codes (32 
economies) have contributed to the 
reduced time.

‘Profit taxes have fallen on average by 1.6% as 
governments around the world have reduced the 
statutory rate of corporate income tax to stimulate 
business investment and growth’

Chapter 2: PwC commentary
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The fall in the number of payments 
reflects the positive impact of electronic 
pay and file systems. Today, 61 
economies benefit from this facility 
compared to 44 economies six years ago. 

Chapter 3 contains articles from some 
economies which discuss and highlight 
how their results have changed since the 
study began.

Corporate income tax is only 
part of the burden of taxes
A consistent message from the Paying 
Taxes study is that corporate income 
tax24 is only part of the tax burden 
on business. When considering tax 
reform, it is important that governments 
take into account all of the taxes that 
companies pay. This year’s data supports 
this message once again. Figure 2.3 
shows that on average, for all 183 
economies in the study, corporate 
income tax accounts for 12% of the 
tax payments made by the case study 
company, 25% of the compliance time, 
and 38% of the tax cost (TTR). These 
three percentages have hardly moved 
over the last five years. In Paying Taxes 
2006, corporate income tax made up 
12% of the tax payments, 26% of the 
compliance time and 37% of the TTR. 

Figure 2.4 shows how all the different 
taxes paid contribute to the results for an 
economy, using Zambia as an example. 
In Zambia, TaxpayerCo pays nine 
different taxes. Pension contributions 
(5.6%) and workers compensation 
(4.8%) are the largest elements of the 
tax cost (TTR: 16.1%). Value added 
tax is not a cost to TaxpayerCo, but 
adds significantly to the compliance 
burden. VAT accounts for 46% of the 
hours to comply and 32% of the tax 
payments required.

Figure 2.1

The global average result for each indicator

Tax type  Total Tax Rate  Time to comply  Number of payments 

Profit taxes 18.1% 71 3.7

Labour taxes & contributions 16.2% 102 12.1

Other / Consumption taxes 13.5% 109 14.1

Total 47.8% 282 29.9

Minimum 0.2% 0 2

Maximum 339.7% 2,600 135

Figure 2.2

The global average results – Paying Taxes 2006 and 2011

Tax type  Total Tax Rate  Time to comply 
 Number  

of payments 

 2011 2006 Change 2011 2006 Change 2011 2006 Change

Profit taxes 18.1% 19.7% -1.6% 71 85 -14 3.7 4.2 -0.5

Labour taxes & contributions 16.2% 17.7% -1.5% 102 120 -18 12.1 13.5 -1.3

Other / Consumption taxes 13.5% 16.2% -2.8% 109 124 -15 14.1 16.1 -2.0

Total 47.8% 53.7% -5.9% 282 329 -47 29.9 33.8 -3.9

Figure 2.4

How different taxes impact on the results - Zambia

Tax Number of payments Time to comply Total Tax Rate

Corporate income tax 5 48 1.7%

Pension contribution 12 24 5.6%

Workmen compensation contribution 1 - 4.8%

Value added tax (VAT) 12 60 -

Fuel tax 1 - 2.0%

Road traffic commission 4 - 0.2%

Property transfer tax 1 - 1.8%

Tax on interest 0 - -

Medical levy 1 - 0.0%

Total 37 132 16.1%

Figure 2.3

Corporate income tax is only part of the burden

Note: The chart shows the average for all economies in the study
Source: PwC analysis

Payments

Time

TTR

12%                                         41%                                                                             47%

25%                                                 36%                                                                 39%

38%                                                          34%                                                   28%

Profit taxes           Labour taxes          Other taxes

‘When considering tax 
reform, it is important 
that governments 
take into account 
all of the taxes that 
companies pay’

Note: The table shows the average results for all economies in the study.
Source: Doing Business database

Note: The table shows the global average result in 2011 compared to 2006 and the degree of change.23

Source: Doing Business database

Note: This table is an illustration of the impact of the different taxes on the results using Zambia.
Source: Doing Business database

23 The changes/trends quoted in this table, and generally in Chapter 2, reflect the movement in the global averages for all economies included in each study for 2006 and 2011. There are eight more  
 economies in the 2011 study than in the 2006 study. The trends referred to in Chapter 1 and in Key themes and findings, are calculated on the basis of only the economies that were included in  
 both studies. 
24  The percentage for corporate income tax (CIT) also includes other taxes calculated by reference to profit. However, CIT is the predominant tax on profit. Only eight economies in the study do not 

have CIT.
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The number of taxes paid  
by business
Corporate income tax is only one of 
many taxes paid by business. This is 
shown by looking at the number of 
taxes that the case study company 
must comply with around the world. 
TaxpayerCo has to pay 9.4 different taxes 
on average (both those that are borne 
by the company and those it collects on 
behalf of government) – see figure 2.5.
Profit taxes are mostly corporate income 
tax, which is the most common tax on 
profits. Only eight economies, out of the 
183 in the study, don’t have a corporate 
income tax within their tax regime for 
the case study company. Profit taxes 
also include any other taxes calculated 
by reference to profits such as the 
enterprise tax in Japan, or secondary tax 
on companies in South Africa.

Labour taxes include a variety of taxes 
and social contributions that relate 
to employment and can be levied on 
the employer or on employees. Labour 
taxes and contributions which are the 
employers’ cost are included in the TTR 
and in the compliance burden. The time 
spent deducting the employees’ share 
through the payroll is also included in 
the time to comply.

Some economies levy a single social 
contribution, such as the payroll tax 
in Sweden, which is borne by both 
employer and employee. In others,  
there are several different contributions. 
For example, Romania has seven 
such contributions. Social security 
contributions, health insurance 
contributions and unemployment 
contributions are all borne by both the 
employer and employee in Romania. 
Accident risk fund, labour inspectorate 
commission, guarantee fund, and 
medical leave, are borne only by 
the employer.

Consumption taxes include value added 
tax (VAT) and other sales taxes. VAT is 
the most dominant form of consumption 
tax around the world – in some form or 
other, it is used in 148 economies. The 
United States is the only OECD and G8 
member economy that does not have a 
VAT system. 

Taxes on property include local taxes 
on property ownership or use, such as 
business rates in the United Kingdom 
and land tax in Australia. In addition, 
property taxes include taxes on the 
transfer of property, such as stamp duty 
in Mauritius and a municipal property 
transfer tax in Bulgaria.

As figure 2.5 shows, there are many 
other taxes levied on business. On 
average, there are four other taxes 
for our case study company. These 
include taxes on interest and cheque 
transactions, taxes or licence fees for 
motor vehicles, road maintenance levies, 
advertising taxes, and taxes on refuse 
collection and sewerage. 

Two economies, Japan and Sweden, 
provide a good example of the variation 
in the number of taxes levied on 
business (figure 2.6). Sweden follows 
best practice and levies just five taxes 
on the case study company – one tax 
per tax base. There is corporate tax, 
payroll tax, real estate tax, VAT and fuel 
tax. In contrast, Japan levies 20 taxes, 
with three taxes on profit, five labour 
taxes and contributions, six property 
taxes, one consumption tax, and five 
other taxes.

Figure 2.5

Global average number of taxes paid by the case study company – 9.4 taxes

 Profit taxes (1.3)

 Labour taxes (2.0)

 Consumption taxes (1.0)

 Property taxes (1.0)

 Other taxes (4.1)

 Total 9.4

Note: The chart shows the average result for all economies in the study
Source: PwC analysis
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It is important to note that fewer taxes 
do not necessarily mean a lower tax cost. 
Sweden has a TTR of 54.6% and Japan 
48.6%. However, Sweden raises these 
revenues using just five taxes, while 
Japan uses four times as many. This is 
reflected in the compliance burden on 
business. In Sweden, TaxpayerCo needs 
just 36 hours to comply with the payroll 
tax (the only tax on employment). In 
Japan, it takes 140 hours to comply 
with the five different labour taxes 
and contributions.

Figure 2.7 shows the average number 
of taxes for a number of regional and 
economic groupings, compared to 
the world average. The average varies 
from 8.5 in the Asia Pacific25 to 11.0 
in the OECD26 and 11.4 in the G2027 
economies. It is interesting that the 
average number of taxes is higher in the 
larger, most developed economies. The 
OECD economies, for example, have an 
extra labour tax and one or two more 
other taxes on average than economies 
in Asia Pacific or Central Asia and 
Eastern Europe28.

Figure 2.7

Average number of taxes to comply with by region

‘It is important to note 
that fewer taxes do not 
necessarily mean a lower 
tax cost.’ 

Figure 2.6

Number of taxes in Japan and Sweden

 Sweden   Japan

Tax base Tax  TTR Tax TTR

Profit Corporate income tax 1 16.4% Corporate income tax 18.3%

Enterprise Tax 5.6%

Inhabitants tax 4.0%

Labour Payroll tax 1 36.6% Health insurance 4.6%

Welfare pension insurance 8.9%

Child allowance contribution 0.1%

Workmen’s accident compensation 0.4%

Employment insurance 0.7%

Consumption Value added tax (VAT) 1  -   Value added tax (VAT)           -   

Property Real estate tax 1 0.5% Fixed Assets Tax 1.3%

City Planning Tax 0.3%

Depreciable Fixed Assets Tax 1.6%

Business Premises Tax 0.3%

Real Property Acquisition Tax 0.8%

Stamp Tax 0.1%

Other Fuel tax 1 1.1% Automobile Tax 0.0%

Automobile Tonnage Tax 0.0%

Fuel tax 1.4%

Registration and license tax 0.2%

Tax on interest 0.0%

Total Tax Rate 54.6% 48.6%

Note: the table lists the taxes paid in Sweden and Japan and the contribution to the Total Tax Rate
Source: Doing Business database

Asia Pacific

Central Asia & Eastern Europe

Latin America & Caribbean

World Average

African Union

European Union

OECD

G20

12%

1.3 1.8 5.4 8.5

1.1 1.8 5.9

1.4 1.8 7.1

8.9

1.3 2.0 6.0

1.3 2.0 6.1

9.3

9.4

1.3 2.7 6.9 10.9

1.3 2.9 6.8 11.0

10.3

1.6 2.9 6.9 11.4

Note: The chart shows the average number of taxes for the economies in each region
Source: PwC analysis

Profit taxes Labour taxes Other taxes

25  Asia Pacific includes Afghanistan, Australia, Bangladesh, Bhutan, Brunei Darussalam, Cambodia, China, Fiji, Hong Kong (China), India, Indonesia, Japan, Kiribati, Korea (Rep.), Lao PDR, Malaysia, 
Maldives, Marshall Islands, Micronesia (Fed. Sts.), Mongolia, Nepal, New Zealand, Pakistan, Palau, Papua New Guinea, Philippines, Samoa, Singapore, Solomon Islands, Sri Lanka, Taiwan, China, 
Thailand, Timor-Leste, Tonga, Vanuatu, Vietnam.

26  OECD member countries include Australia, Austria, Belgium, Canada, Chile, Czech Republic, Denmark, Finland, France, Germany, Greece, Hungary, Iceland, Ireland, Italy, Japan, Korea (Rep.), 
Luxembourg, Mexico, Netherlands, New Zealand, Norway, Poland, Portugal, Slovak Republic, Slovenia, Spain, Sweden, Switzerland, Turkey, United Kingdom, United States.

27  G20 member states include Argentina, Australia, Brazil, Canada, China, France, Germany, India, Indonesia, Italy, Japan, Korea (Rep.), Mexico, Russian Federation, Saudi Arabia, South Africa, 
Turkey, United Kingdom, United States.

28  Central Asia and Eastern Europe includes Albania, Armenia, Azerbaijan, Belarus, Bosnia and Herzegovina, Croatia, Georgia, Kazakhstan, Kosovo, Kyrgyz Republic, Macedonia FYR, Moldova, 
Montenegro, Russian Federation, Serbia, Tajikistan, Turkey, Ukraine, Uzbekistan.
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The Total Tax Rate (TTR)
The TTR measures the tax cost for 
TaxpayerCo. Corporate income tax and 
all other taxes borne by the company 
are added together and expressed as a 
percentage of its profit before all of those 
taxes. This profit before all taxes borne is 
called the commercial profit in the World 
Bank and IFC methodology. 

To illustrate the TTR calculation, figure 
2.8 shows the results for Italy. All taxes 
borne by TaxpayerCo in Italy (both 
above and below the line) total €977k, 
and represent 68.6% of commercial 
profit. The pie chart in figure 2.9 shows 
the taxes borne in Italy by percentage. 
Labour taxes and contributions 
account for 64% of the TTR (51% in 
social security contributions and 13% 
in mandatory contribution for work 
termination). Federal (IRES) and local 
(IRAP) corporate income tax account 
for a further 33% and five smaller taxes 
make up the remaining 3%. Figure 2.10 
shows how the TTR for Italy compares 
to the average rate in neighbouring 
economies in the European Union29 and 
to the world average. It also shows how 
both labour taxes and taxes on profit 
contribute to the higher rate.

As shown in figure 2.1, the average TTR 
for all economies in the study is 47.8%. 
This is split by profit taxes (18.1%), 
labour taxes (16.2%), and other taxes 
borne (13.5%). Figure 2.11 illustrates 
the distribution of results for the TTR 
around the world and shows that there 
is strong concentration of economies 
with a TTR in the range from 25% to 
50% (110 economies). 25 economies 
have TTRs below 25% and 48 economies 
over 50%. Figure 2.12 compares the 
distribution of results with those from 
five years ago in Paying Taxes 2006, 
and shows the downward trend in tax 
cost. In Paying Taxes 2006, the global 
average TTR was 53.7% (5.9% higher 
than in Paying Taxes 2011) and 107 of 
the economies had TTRs which fell in the 
range between 30% and 55%. 

Figure 2.8

The TTR calculation for Italy

 €’000 €’000

Profit before tax (PBT)                     675 

Add back above the line taxes borne:   

Social security contributions 496  

Mandatory contribution for work termination  123  

Regional tax on productive activities    95  

Fuel tax   19  

Tax on real estate   12  

Chamber of commerce duties  2  

Fixed tax on legal and fiscal registries 1  

Stamp duty on property transfer 0  

                     748 

Profit before all taxes borne / commercial profit                  1,423 

Corporate income tax on PBT after necessary adjustments     (229)  

Above the line taxes borne (748)  

Total taxes borne                    (977)

Profit after tax                     446 

TTR = total taxes borne / commercial profit  68.6%

Note: The table shows an example of the calculation of TTR for Italy
Source: PwC analysis

Social Security 
contributions 
51.0%

Mandatory 
contribution 
for work 
termination 
(TFR) 13.0%

Corporate 
income tax 
(IRES) 23.0%

Regional tax 
on productive 
activities 
(IRAP) 10.0%

Other 3.0%

Fixed tax on legal and fiscal registries 0.0%

Stamp duty on property transfer 0.0%

Chamber of commerce duties 0.0%

Tax on real estate (ICI) 1.0%

Fuel tax 2.0%

Figure 2.9

The TTR for Italy by percentage

Figure 2.10

TTR for Italy compared to the EU and world 
average

Profit taxes           Labour taxes          Other taxes

EU World Italy

44.2%
47.8%

68.6%

Note: The chart shows the components of the TTR for Italy 
split by percentage
Source: Doing Business database

Note: The chart compares the TTR for Italy with the European 
Union and world average
Source: PwC analysis

29  The European Union includes Austria, Belgium, Bulgaria, Cyprus, Czech Republic, Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Ireland, Italy, Latvia, Lithuania, Luxembourg, 
Netherlands, Poland, Portugal, Romania, Slovak Republic, Slovenia, Spain, Sweden, United Kingdom.
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Figure 2.13 lists the economies at both 
the lower end of the results (TTRs of 
less than 20%) and the higher end 
(TTRs of more than 70%). Economies 
at the lower end include oil-rich states 
like the United Arab Emirates (14.1%) 
and island states such as the Maldives 
(9.3%). The Maldives levies three taxes 
borne on TaxpayerCo – property transfer 
tax (9.1%), business registration fees 
(0.1%), and vehicle registration fees 
(0.1%) - but collects most of its revenue 
from profits taxes on the tourism and 
banking sectors. The UAE does not have 
profits tax for domestic business. But it 
does levy a social security contribution 
on the employer, which accounts for 
most of the 14.1% TTR, plus two other 
small taxes - a trade licence fee (0.01%) 
and a vehicle registration fee (0.03%).

Cascading sales tax systems add 
dramatically to the tax cost in five 
African economies (Burundi, Comoros, 
Congo Democratic Republic, The 
Gambia, and Sierra Leone). Cascading 
style sales tax systems add extra tax costs 
to each consumer so that an element of 
them is borne by each company in the 
supply chain. They make up 95% of the 
high TTR (235.6%) in Sierra Leone, for 
example. Since 2009, (the base period 
for Paying Taxes 2011), Burundi has 
changed to a VAT system, which will 
considerably reduce the TTR in future 
years. Turnover taxes (levied on turnover 
rather than profits) in Argentina and 
Côte D’Ivoire also add to the tax cost.

Note: The chart shows the distribution of TTR for all economies in the study
Source: PwC analysis

Note: The chart compares the distribution of TTRs for economies in Paying Taxes 2011 and 2006.
Source: PwC analysis

Low TTR

Region Economy TTR

African Union
 
 
 

Namibia 9.6%

Zambia 16.1%

Botswana 19.5%

Lesotho 19.6%

Asia Pacific
 
 
 

Timor-Leste 0.2%

Vanuatu 8.4%

Maldives 9.3%

Samoa 18.9%

Central Asia  
& Eastern  
Europe
 

Macedonia, FYR 10.6%

Georgia 15.3%

Kosovo 16.5%

Middle East
 
 
 
 
 

Qatar 11.3%

United Arab Emirates 14.1%

Saudi Arabia 14.5%

Bahrain 15.0%

Kuwait 15.5%

West Bank and Gaza 16.8%

High TTR

Region Economy TTR

African Union
 
 
 

Algeria 72.0%

Eritrea 84.5%

Burundi 153.4%

Central African Republic 203.8%

Comoros 217.9%

Sierra Leone 235.6%

Gambia, The 292.3%

Congo, Dem. Rep. 339.7%

Asia Pacific   Palau 73.0%

Central Asia  
& Eastern  
Europe 

Belarus 80.4%

Tajikistan 86.0%

Uzbekistan 95.6%

Latin America  
& Caribbean 

Colombia 78.7%

Bolivia 80.0%

Argentina 108.2%

Note: The chart list economies with low TTRs (less than 20%) and high TTRs (greater than 70%)
Source: Doing Business database

Figure 2.11

Distribution of TTR results – 110 economies have TTRs between 25% and 50%
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Figure 2.12

The trend in results for the TTR since the first study – In Paying Taxes 2006, 107 economies had 
TTRs between 30% and 55%

Figure 2.13

List of low and high TTR economies by region
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Figure 2.14 shows the average TTR 
by regional grouping. The Asia 
Pacific region has the lowest TTR of 
the groupings (36.9%), while Latin 
America and the Caribbean (48.0%), 
the G20 (50.0%), and the African Union 
(66.4%) all have an average TTR above 
the world average. While the average 
TTR for all economies in the study has 
dropped by 1.3% in the last year (from 
49.1% to 47.8%), the biggest change is 
in the Central Asia and Eastern Europe 
regional grouping where the average has 
dropped by 3.1% (42.5% compared to 
45.6% last year). Figure 2.15 compares 
the average TTR in this region for the 
last two years, and shows the biggest 
falls in profit taxes (1.2%) and other 
taxes (1.4%). This has been driven by 
reforms in some of the economies in the 
region. FYR Macedonia and Kosovo both 
made reforms to their corporate income 
tax regimes, and Belarus reduced the 
turnover tax, the base for property tax, 
and social contributions.

Figure 2.14 also shows that the make-
up of the TTR varies by region. Profit 
taxes account for 18.1% of commercial 
profit on average around the world, but 
represent a higher percentage in Asia 
Pacific (18.9%), Latin America and the 
Caribbean (21.9%), and the African 
Union (22.2%).

The statutory rate of corporate income 
tax is often not a good indicator of the 
rate of tax paid. This is because tax rules 
require adjustments to the accounting 
profit to calculate the taxable profits. 
Zambia and Kenya provide a good 
example. In Zambia, the statutory rate of 
corporate income tax is 35%. However, 
our case study company receives 
generous tax allowances on its capital 
investment, and corporate income tax 
paid is only 1.7% of commercial profit. 
In Kenya, the statutory rate is 30%, but 
the disallowance of start-up and other 
expenses increase corporate income tax 
paid to 33.1% of commercial profit.

The UK provides another good example. 
In the UK, the statutory rate of corporate 
income tax has fallen from 30% to 
28%. However, the reduction in rate is 
compensated for by the restriction in tax 
allowances for capital expenditure. As a 
small company, TaxpayerCo is subject to 
a lower statutory rate and did not benefit 
in full from the rate reduction, but does 
suffer from the restriction of reliefs. As 
a result, the profit tax element of the 
TTR in the UK rose from 21.9% in Paying 
Taxes 2010 to 23.1% in the 2011 study.

TTRs for a selection of economies in 
Asia with results across the range are 
compared in figure 2.16. Singapore 
has the lowest TTR (25.4%) - one of 
the lowest elements attributable to 
corporate income tax (7.4%) -  and the 
lowest statutory rate (17%). Singapore 
has had a policy of low corporate income 
tax rates for some years as a means of 
attracting business investment and job 
creation. In China, the statutory rate is 
higher at 20%, but TaxpayerCo pays only 
5.5% of commercial profit in corporate 
income tax (the lowest among these 
economies) due to generous allowances 
for start-up and business development 
expenditure. In Japan, the statutory 
rate is 30%, and the company pays 
two other profits taxes: an enterprise 
tax, at the statutory rate of 9.2%, and 
an inhabitants tax, at a rate of 6.2%. 
In Japan, TaxpayerCo pays 27.9% of 
commercial profits in profit taxes. 

‘The statutory rate of 
corporate income tax 
is often not a good 
indicator of the rate  
of tax paid’

Figure 2.14

Comparison of the TTR by region

Figure 2.15

The trend in TTR for Central Asia and 
Eastern Europe

Note: The chart shows the average result for the economies 
in each region and the world average for all economies in 
the study.
Source: PwC analysis

Note: The chart compares the average TTR for Central Asia 
and Eastern Europe region between Paying Taxes 2011 and 
Paying Taxes 2010.
Source: PwC analysis
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Figure 2.16

Comparison of TTRs for a selection of Asian 
economies

Figure 2.17

TTRs for the European Union

Figure 2.18

The TTR for Romania by percentage

Note: The chart shows the TTRs for economies in the European Union split by type of tax compared to the EU and the 
world average
Source: PwC analysis

Note: The chart shows the average TTR in a selection of  
Asian economies and compares these to the Asia Pacific and 
world average.
Source: PwC analysis

Note: The chart shows the components of the TTR for 
Romania split by percentage
Source: Doing Business database

For almost all regional groupings, 
corporate income tax accounts for less 
than half of the TTR. The percentage 
made up by labour taxes varies between 
regions, with the highest percentage in 
the EU (28.4% of the commercial profit), 
and one of the lowest in the African 
Union (14.5%). Conversely, the average 
percentage accounted for by other taxes 
is low in the EU (2.7% of commercial 
profit), and is the highest in the African 
Union30(29.7%).

TTRs vary between neighbouring 
economies. Figure 2.17 shows TTRs 
for the 26 EU economies in the study 
(Malta is not included). High taxes 
on employment are a feature of the 
region. The average rate of labour taxes 
for the employer in the EU is 28.4% of 
commercial profits and the highest of 
the regions shown. This is not to say, of 
course, that higher rates are worse - the 
EU is a region where the high level of 
social payments is reflected in the social 
support services that generally exist in 
the region. 

Romania is an example of how labour 
taxes and contributions can be the 
major part of the TTR for our case study 
company (see figure 2.18). Romania has 
seven labour taxes, which account for 
72% of the TTR. Labour taxes borne by 
the employer are 32.3% of commercial 
profit in Romania, compared to 28.4% in 
the EU and 16.2% globally.

It is important to note that the TTR 
measures only labour taxes and social 
contributions borne by the employer 
and not those levied on the employee. 
But these are included in the measure 
of compliance burden (hours to comply) 
where the employer is responsible for 
deducting them from salaries and paying 
them over to the tax authorities. They 
are not included in the measure of tax 
cost (TTR). Chile is an outlier in Latin 
America and the Caribbean31 in that 
labour taxes and social contributions 
are imposed largely on the employee. 
The low TTR for Chile (25%) and the 
low percentage for labour taxes (3.8%) 
should be read with this context in mind. 
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25.4%

29.8%
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47.8%
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30  African Union includes Algeria, Angola, Benin, Botswana, Burkina Faso, Burundi, Cameroon, Cape Verde, Central African Republic, Chad, Comoros, Congo (Dem. Rep.), Congo (Rep.), Côte 
d’Ivoire, Djibouti, Egypt (Arab Rep.), Equatorial Guinea, Eritrea, Ethiopia, Gabon, Gambia (The), Ghana, Guinea, Guinea-Bissau, Kenya, Lesotho, Liberia, Madagascar, Malawi, Mali, Mauritania, 
Mauritius, Mozambique, Namibia, Niger, Nigeria, Rwanda, São Tomé and Principe, Senegal, Seychelles, Sierra Leone, South Africa, Sudan, Swaziland, Tanzania, Togo, Tunisia, Uganda, Zambia, 
Zimbabwe (NB suspended countries are included).

31   Latin America and Caribbean includes Antigua and Barbuda, Argentina, Bahamas (The), Belize, Bolivia, Brazil, Chile, Colombia, Costa Rica, Dominica, Dominican Republic, Ecuador, El Salvador, 
Grenada, Guatemala, Guyana, Haiti, Honduras, Jamaica, Mexico, Nicaragua, Panama, Paraguay, Peru, Puerto Rico, St. Kitts and Nevis, St. Lucia, St. Vincent and the Grenadines, Suriname, 
Trinidad and Tobago, Uruguay, Venezuela (R.B).
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Figure 2.19 compares the level of taxes 
and contributions on employment 
in Chile to those in neighbouring 
Colombia. In Colombia, the employer 
bears 73% of the total bill for social 
contributions, and labour taxes are 
33.9% of commercial profits. In Chile, 
86% of social contributions are borne by 
the employee. Preliminary research by 
the World Bank and IFC has identified 
six other economies in the study which 
are outliers in this respect, in the same 
way as Chile. 

In the African Union, the range of 
results for the TTR is wide (see figure 
2.20). The TTR ranges from 9.6% 
in Namibia to 339.7% in the Congo 
Democratic Republic. 

A feature of some African tax systems 
is the high level of ‘other taxes’ in the 
TTR. As previously mentioned, in 
five countries with TTRs over 100%, 
cascading sales taxes add considerably 
to the cost. Burundi, Comoros, Congo 
Democratic Republic, The Gambia, and 
Sierra Leone all have these taxes which 
make up the majority of the TTR (see 
figure 2.21). If the African economies 
with TTRs over 100% are excluded, 
the average for the region drops to 
43.2%, which is below the world and 
EU average. 
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Figure 2.20

TTRs for the African Union

Figure 2.19

Social contributions borne and 
collected in Colombia and Chile

Figure 2.21

Impact of the sales tax system on the TTR in Africa

Economy TTR Sales tax  
element 

Proportion  
of TTR

Sierra Leone 235.6% 224.3% 95%

Comoros 217.9% 186.5% 86%

Burundi 153.4% 126.2% 82%

The Gambia 292.3% 238.0% 81%

Congo Democratic Republic 339.7% 272.8% 80%

Note: The table shows the TTR for five economies in Africa which have a 
cascading sales tax and the proportion of the TTR attributable to the sales tax.
Source: PwC analysis

Note: The chart shows the percentage split 
of social contributions in Colombia and Chile 
between those levied on the employer and 
those levied on the employee.
Source: PwC Analysis

Note: The chart shows the TTR for economies in the African Union (AU) split by type of tax compared to the AU and world average
Source: PwC analysis
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Figure 2.20

TTRs for the African Union
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A study of the economic 
contribution mining 
companies make to 
public finances

Comment: Mining companies’ contribution to public finances

Total Tax Contribution (TTC) is a 
methodology for identifying and 
measuring all of the different taxes, 
royalties and other amounts that 
companies pay to government. 
PwC’s second TTC study with mining 
companies, published in May 2010, 
helped to bring transparency around 
the extent of the economic contribution 
that mining companies make to the 
public finances in the countries where 
they operate. The mining industry, 
perhaps more than others, remits large 
amounts of non-income taxes to various 
levels of government in different forms. 
However, these non-income taxes 
may not be highlighted in financial 
statements, leaving an incomplete 
picture of the contribution that mining 
companies make. 

Mining companies are under increased 
public scrutiny regarding the taxes they 
pay, and in some countries, governments 
have imposed or are looking to impose 
additional levies on the sector. There 
is also growing pressure on both 
government and business to increase 
transparency in the extractive industries, 
with a call for companies to ‘publish 
what they pay’, and for governments 
to ‘publish what they receive’ and to 
report how they use these revenues. 
The Dodd Frank Wall Street Reform Act, 
signed by President Obama in July 2010, 
will in future require SEC registered 

companies in the sector to disclose their 
payments to government by country 
and by project. PwC’s TTC work with 
mining companies has already helped to 
throw light on the scale of the economic 
contribution they make to public 
finances. A number of these companies 
are also using this information in their 
own corporate  reporting. 

The TTC study included 22 mining 
companies headquartered around the 
world. It looked at their taxes and other 
contributions paid to government, in 
20 countries of operation, in the year to 
31 December 2008. The study results 
are available at www.pwc.com/ttc-
mining-study. 

The TTC mining study shows that on 
average around the world:

• Corporate income tax is only 40% of 
all taxes and contributions borne by 
mining companies.

• For every $1 of corporate income tax, 
mining companies pay another $1.50 
in other taxes and contributions 
borne plus $0.52 in taxes collected.

• Mining companies contribute an 
amount equivalent to 15.3% of their 
turnover to government.

• For every employee, mining 
companies paid an average of 
$15,349 in employment taxes alone.

There has been a positive response to  
the study, validating our perception 
that there is keen interest in better 
understanding the complete tax and 
other payments that mining companies 
make to government. The study results 
have been used by government, investors 
and civil society organisations, as 
well as by the industry and mining 
companies themselves.

Taxes and contributions borne by mining 
companies by percentage

Note: Pie chart shows the average picture for taxes and 
contributions borne by mining companies.
Source: Total Tax Contribution. A study of the economic 
contribution mining companies make to public finances 
March 2010
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Corporate income 
tax (40%)

Other profit taxes (0%)

People taxes (20%)
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Paying taxes  
and development

Comment: Paying taxes and development 

Economies all around the world depend 
on taxes to fund public expenditure, 
meet economic and social objectives, 
and improve citizens’ lives. However, 
developing economies generally derive 
a lower percentage of their revenues 
from taxes and rely more on debt or 
international aid. With aid monies 
negatively affected by the economic 
downturn, it is clear that tax revenues 
are a more sustainable source of 
financing for developing countries. 
There is therefore an increased 
focus on the role that tax can play in 
international development.

There are a number of challenges to 
increasing tax revenues in developing 
countries, including reforming their 
tax systems to reduce the size of the 
informal economy and to encourage 
local businesses to register and pay tax. 
Figures 2.22 and 2.39 show that Total 
Tax Rates (TTRs) tend to be higher, and 
the hours to comply longer, in lower-
income economies. 

In the study, there are a  number of 
small economies who do well on the 
Paying Taxes indicator and also on a 
number of other important and relevant 
measures. Hong Kong (China), Ireland, 
Luxembourg, Mauritius, Singapore and 
Switzerland, all rank in the top 20 for 
the overall ease of paying taxes and also 
score highly on two other indices – the 
United Nations Human Development 
Index (which is a summary measure 

of human development based on life 
expectancy, literacy rate and standard 
of living) and the Transparency 
International Corruption Perception 
Index (which indicates the perceived 
level of public sector corruption in 
an economy). These economies may 
therefore offer best practices or provide  
a model for other tax systems.

These six economies all have TTRs 
which are well below the world average 
of 47.8% (Hong Kong (China): 24.1%, 
Ireland: 26.5%, Luxembourg: 21.1%, 
Mauritius: 24.1%, Singapore: 25.4% and 
Switzerland: 30.1%). They also have 
compliance time which is well below the 
world average of 282 hours (Hong Kong 
(China): 80, Ireland: 76, Luxembourg: 
59, Mauritius: 161, Singapore: 84 and 
Switzerland: 63). 

 

Ease of 
Paying Taxes 

ranking (1)

Human 
Development  

Index ranking (2)

Corruption  
Perception Index 

ranking (3) Income level (4)

Hong Kong, China 3 24 12 High-income

Ireland 7 5 14 High-income

Luxembourg 15 11 12 High-income

Mauritius 12 81 42 Upper middle-income

Singapore 4 23 3 High-income

Switzerland 16 9 5 High-income

(1) The World Bank, IFC and PwC, Paying Taxes 2011 – the Global Picture (ranking out of 183)
(2)  UNDP Human Development Index 2007 (ranking out of 182 – up to 38 categorised as ‘very high’ human development, 

39 to 83 categorised as ‘high’ human development)
(3) Transparency International Corruption Perception Index 2007 (ranking out of 180)
(4) The World Bank and IFC, Doing Business 2011

As already stressed, economies with 
low TTRs are not necessarily a good 
model for other economies. What is 
important is how the tax system helps to 
fulfil economic and social objectives and 
whether higher taxes flow through to a 
better quality of life for citizens. These 
particular economies have low TTRs 
and compliance time, but high income 
levels and a high human development 
score. Their governments’ policies 
have been to keep taxes low to attract 
business investment.

Given the increased focus on improving 
tax compliance and tax collection in 
developing countries, it may be helpful 
for governments to look at experience 
in other economies, including 
these mentioned, for models and 
good examples.
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Figure 2.22

TTR by income level

Note: The chart shows the average TTR by income level, using World Bank Group Development Indicators split by type of tax.
Source: Doing Business database

As well as cascading sales taxes, there 
are other key points of difference 
between TTRs in the European Union 
and the African Union. The average 
corporate income tax element of TTR in 
the African Union at 22.2% is the highest 
of the regional groups and above Europe 
at 13.1%. Labour taxes and contributions 
are much lower at 14.5% in Africa 
compared to 28.4% in Europe. Several 
economies in Africa have very low 
levels of labour taxes and contributions. 
Economies such as Lesotho and 
Ethiopia have no such payments levied 
on the employer while others, such as 
South Africa, have a low level (2.5%). 
As mentioned in the South African 
country article in Paying Taxes last year, 
increasing social security has been raised 
as a priority by the National Treasury.

Two countries, Liberia and Kenya, 
provide an example of the diversity 
of tax systems in Africa. Kenya levies 
16 taxes on TaxpayerCo, but two-
thirds (67%) of the TTR of 49.7% is 
the corporate income tax on profit. 
Liberia levies nine taxes on TaxpayerCo, 
including corporate income tax and a 
turnover tax. Four-fifths (81%) of the 
TTR of 43.7% is accounted for by the 
turnover tax. This can be set off against 
corporate income tax due and reduces 
this to nil for TaxpayerCo.

Figure 2.22 sets out results when 
economies are grouped by income level, 
and shows that the average tax cost is 
lowest in high-income economies. The 
picture is similar to the comparison 
between the African Union and the 
European Union, with higher profit taxes 
and lower labour taxes in low-income 
economies compared to high-income 
economies. To some extent, this of 
course reflects lower levels of wages 
and salaries, but also, as we have seen 
in Africa, low rates of labour taxes and 
social contributions.

The time to comply
The time to comply measures the 
compliance burden for TaxpayerCo. 
Contributors in each economy are 
asked to estimate the time needed for 
compliance activities across the three 
major types of taxes it complies with. 
This includes corporate income tax; 
labour taxes and social contributions 
(both those levied on the employer and 
those levied on the employee, which the 
employer deducts through the payroll); 
and consumption taxes. Compliance 
activities for each type of tax are grouped 
under three headings – preparing the 
tax figures, completing and filing the tax 
returns, and paying the taxes.

High-income

Lower middle-income

Upper middle-income

Low-income

38.8%

40.3%

43.4%

71.0%

Profit taxes           Labour taxes          Other taxes
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As an example of the calculation, figure 
2.23 shows the time to comply for Kenya. 
In Kenya, a total of 393 hours are needed 
or nearly ten weeks of full-time work 
(with a 40-hour week). The majority 
of this time (276 hours or nearly seven 
weeks) is spent on VAT. Split by type of 
compliance activity (see figure 2.24), 
around seven of the ten weeks are spent 
preparing the tax figures, one and a half 
weeks on completing and filing the tax 
returns, and one and a half weeks on 
making payment.

Figure 2.25 shows how the time to 
comply in Kenya compares to the average 
for economies in the African Union and 
the world average result. It is clear that 
it takes less time to comply with both 
corporate income tax and labour taxes 
in Kenya, than on average in the African 
Union and around the world. However, it 
takes considerably more time to comply 
with consumption tax (which in Kenya 
is VAT) and most of this time is spent 
preparing the tax figures.

Figure 2.23

Analysis of the hours to comply in Kenya – 393 hours

Compliance process
Corporate 

income tax Labour taxes VAT

Preparation

Data gathering from internal sources  
(for example accounting records) 10 15 30

Additional analysis of accounting information to  
highlight tax sensitive items 5 6 24

Actual calculation of tax liability including data inputting  
into software/spreadsheets or hard copy records 15 12 96

Time spent maintaining/updating accounting systems for 
changes in tax rates and rules 0 0 0

Preparation and maintenance of mandatory tax records  
if required 5 0 60

Total 35 33 210

Filing

Completion of tax return forms 5 6 12

Time spent submitting forms to tax authority, which may 
include time for electronic filing, waiting time at tax authority 
office etc

10 6 12

Total 15 12 24

Paying taxes

Calculations of tax payments required including if necessary 
extraction of data from accounting records 6 6 36

Analysis of forecast data and associated calculations if 
advance payments are required 0 0 0

Time to make the necessary tax payments, either online or 
at the tax authority office (include time for waiting in line and 
travel if necessary)

4 6 6

Total 10 12 42

Grand Total 60 57 276

Note: The table shows the calculation of the hours to comply split between type of tax and compliance activity.
Source: Doing Business database

‘In Kenya, a total of 
393 hours is needed 
to comply – nearly ten 
weeks of full-time work’

Figure 2.24

Hours to comply in Kenya by compliance 
activity

Figure 2.25

The hours to comply in Kenya compared to the 
African Union and the world average

Note: The chart shows the hours to comply in Kenya by 
compliance activity.
Source: Doing Business database

Note: The chart compares the hours to comply in Kenya with 
the African Union (AU) and world average.
Source: PwC analysis
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As shown in figure 2.1 the average 
time to comply for all economies in the 
study is 282 hours. Seventy-one hours 
are spent on corporate income tax, 102 
hours on labour taxes and 109 hours on 
consumption taxes. Figure 2.26 shows 
the distribution of results and highlights 
that there is a strong concentration of 
economies (123 economies) in the range 
of 101 to 350 hours. Eighteen economies 
take less than 100 hours to comply with 
their taxes and 41 economies need more 
than 350 hours. Figure 2.27 compares 
the current distribution with that from 
five years ago in Paying Taxes 2006 and 
shows the downward trend. In Paying 
Taxes 2006, the global average time to 
comply was 329 hours – that’s 47 hours 
more than in 2011. Only 105 economies 
were in the range of 101 to 350 hours 
and, in 53 economies, the time needed to 
comply was more than 350 hours.

Figure 2.28 lists the economies at both 
the lower end of the results (less than 
100 hours), and the higher end (over 
550 hours). Of the 18 economies where 
less than 100 hours are needed, five are 
oil-rich states in the Middle East and 
a further five are island states. These 
tend to have few taxes so little time is 
needed. Complying with the property 
taxes in the Maldives, for example, 
takes only a few minutes. The remaining 
economies, however, include five in 
Europe (Estonia, Ireland, Luxembourg, 
Switzerland and Norway) plus Hong 
Kong and Singapore. Some of these are 
smaller economies which have a positive 
focus on lightening the tax burden on 
business as part of their economic policy. 
Hong Kong, Ireland, Luxembourg, 
and Switzerland also have a TTR well 
below the world average. All seven 
economies score well on quality of life as 
measured by the United Nations Human 
Development Index.

Note: The chart shows the distribution of results for the time to comply
Source: PwC analysis

Note: The chart shows the distribution of results for the time to comply in Paying Taxes 2011 compared to Paying Taxes 2006.
Source: PwC analysis

Low time to comply

Region Economy Hours

African Union
 

Seychelles 76

Djibouti 90

Asia Pacific
 
 
 

Maldives 0

Hong Kong, China 80

Solomon Islands 80

Singapore 84

 Europe
 

Luxembourg 59

Switzerland 63

Ireland 76

Estonia 81

Norway 87

Latin America 
and Caribbean

Bahamas, The 58

St Lucia 92

Middle East
 
 
 
 
 

United Arab Emirates 12

Bahrain 36

Qatar 36

Oman 62

Saudi Arabia 79

High time to comply

Region Economy Hours

African Union
 
 
 

Congo, Rep.  606 

Cameroon  654 

Senegal  666 

Mauritania  696 

Chad  732 

Nigeria  938 

Asia Pacific   Pakistan 560

Vietnam 941

Central Asia  
& Eastern Europe 

Armenia 581

Ukraine  657 

Belarus  798 

Europe Czech Republic 557

Bulgaria 616

Latin America  
& Caribbean 

Ecuador  654 

Venezuela, R.B.  864 

Bolivia  1,080 

Brazil  2,600 

Note: The chart lists economies with low time to comply (less than 100 hours) and high time to comply (greater than 550 hours)
Source: Doing Business database

Figure 2.26

Distribution of the time to comply results - In 123 economies compliance activities take between 
101 and 350 hours
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Figure 2.27

The trend in results for the time to comply since the first study – In Paying Taxes 2006 only 105 
economies were in the range of 101 and 350 hours

Figure 2.28

List of economies with low and high time to comply by region
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Figure 2.29 also shows that the elements 
of the time to comply vary by region. 
In the European Union economies, 
compliance time is less than the world 
average for  corporate income tax (42 
compared to 71 hours) and consumption 
tax (72 compared to 109 hours). But 
more time is required for labour taxes 
(108 compared to 102 hours). It is the 
reverse in the African Union with less 
time needed on labour taxes (100 hours) 
and more on both corporate income 
tax (77 hours), and consumption tax 
(135 hours). In the OECD countries, 
compliance time is less than the world 
average across all three taxes. But in 
Latin America and the Caribbean, it 
takes more time across all taxes.

As shown in figure 2.1, on average 
around the world, it takes least time for 
our case study company to comply with 
corporate income tax (71 hours), more 
time for labour taxes and contributions 
(102 hours) and the most time for 
consumption tax (109 hours). It takes 
even more time when the consumption 
tax is a VAT. 148 of the 183 economies 
measured have a VAT type sales tax 
system. On average, for these economies, 
it takes 126 hours for VAT compliance 
or nearly 64% as much time again 
as it does for corporate income tax. 
VAT does not add to the tax cost for 
TaxpayerCo, but adds considerably to the 
compliance burden. 

Economies that need more than 
550 hours to comply include four in 
South America, three former Soviet 
Republics, two new members of the 
European Union, six in Africa, Pakistan 
and Vietnam. They show a generally 
consistent pattern of more burdensome 
requirements, needing more time than 
the average across all the three main 
types of tax. Bulgaria and the Czech 
Republic provide an interesting example 
of the difference between the older and 
newer members of the European Union. 
Both economies rank well within this 
economic grouping on the tax cost (the 
TTR is 29% in Bulgaria and 48.8% in the 
Czech Republic). But along with other 
new members in central Europe, they 
have more to do to reform compliance 
procedures. The Czech Republic has 
significantly reduced time to comply over 
the last five years ( by 373 hours or nine 
weeks of work) but there is still progress 
to be made. There has been no reduction 
during this period to the time needed 
in Bulgaria.

Figure 2.29 shows the average time to 
comply by regional grouping. It takes 
the least time to comply on average 
in the OECD (209 hours) and the 
European Union (222 hours), with the 
longest time  needed in Central Asia and 
Eastern Europe (332 hours), the G20 
(370 hours), and Latin America and the 
Caribbean (385 hours).

Around the world, the average time to 
comply has fallen by 47 hours, or more 
than a day a year since the first study five 
years ago. However the pace of change 
does seem to have slowed, with a fall 
on average of only five hours since last 
year. The biggest change in the last year 
is in the Central Asia and Eastern Europe 
region where the average time has fallen 
by 16 hours (332 compared to 348 last 
year). Figure 2.30 compares the average 
time in the region for the last two years, 
and shows reductions in the time needed 
across all the different types of taxes. 
Significant reductions in the time needed 
across all taxes in Azerbaijan, Belarus 
and Ukraine affected the regional result. 
In all three economies, efficiencies from 
online filing and payment of taxes partly 
contributed to the reduced time.

‘VAT does not add to the 
tax cost for TaxpayerCo, 
but adds considerably to 
the compliance burden. ’

Figure 2.29 

Comparison of the time to comply by region

Figure 2.30 

The trend in time to comply for Central Asia 
and Eastern Europe

OECD

European Union

Asia Pacific

World Average

African Union

Central Asia & 
Eastern Europe

G20

Latin America 
& Caribbean

209 

           222 

           233 

           282 

           313 

           332 

           370 

           385 

Corporate income tax time            Labour tax time

Consumption tax time

2011

2010

332

348 

     102                  108                     122

   111                   111                        126

Corporate income tax time            Labour tax time

Consumption tax time

Note: The chart shows the average result for the economies 
in each region and the world average of all economies in 
the study
Source: PwC analysis

Note: The chart compares the average time to comply for 
Central Asia and Eastern Europe region between Paying Taxes 
2011 and Paying Taxes 2010.
Source: PwC analysis
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The time needed to comply with 
consumption taxes varies considerably 
around the world. It ranges from eight 
hours in Switzerland and 22 hours in 
Finland to 480 hours in Bolivia and 
1,374 hours in Brazil. Our analysis shows 
that this difference can be driven by 
administrative practices. It takes nearly 
a third as much time again to comply 
when indirect taxes are administered by 
a separate tax authority from corporate 
income tax, and over two-thirds as long 
if the tax authorities require invoices 
to be submitted with VAT returns (see 
figure 2.31). It also takes longer when 
business has to comply with more than 
one consumption tax. Brazil is the 
economy where it takes the longest time 
to comply with consumption taxes at 
1,374 hours. It takes a full-time person 
two-thirds of the year to comply with 
the three consumption taxes relevant 
to TaxpayerCo which are PIS / COFINS 
and IPI (federal taxes) and ICMS (state 
tax). The state tax system (ICMS) is 
very complex and involves compliance 
obligations in all of the 26 Brazilian 
states into which sales are made. 

The time to comply varies between 
neighbouring economies as well as 
around the world. The time to comply for 
economies in the European Union is set 
out in figure 2.32. In this region, it takes 
222 hours on average, with 42 hours 
for corporate income tax, 108 hours for 
labour taxes and 72 hours for VAT. The 
results for compliance time range from 
59 hours in Luxembourg to 616 hours 
in Bulgaria. 

Labour taxes and social contributions 
are the most time-consuming burden in 
the European Union. Although the time 
needed for labour taxes has reduced by 
five hours from last year, it is still above 
the world average time by six hours. In 
the economies with the highest time 
needed for labour taxes, there tends 
to be multiple labour taxes and social 
contributions to comply with. The seven 
economies which take the most time 
(Hungary: 146 hours, Portugal: 162 
hours, Latvia: 165 hours, Finland: 200 
hours, Italy: 214 hours, Czech Republic: 
262 hours, and Bulgaria: 288 hours) 
have on average twice as many labour 
taxes as the economies which take the 
least time (Luxembourg: 14 hours, 
Estonia: 34 hours, Sweden: 36 hours, 
Ireland: 36 hours, Belgium: 40 hours, 
UK: 45 hours, and Greece: 48 hours).

Luxembourg

Ireland

Estonia

United Kingdom

Sweden

France

Netherlands

Denmark

Cyprus

Belgium

Austria

Lithuania

Spain

Germany

Romania

Greece

Finland

Slovak Republic

Slovenia

Hungary

Italy

Latvia

Portugal

Poland

Czech Republic

Bulgaria

59

76

81

110

122

132

134

135

149

156

170

175

197

215

222

224

243

257

260

277

285

293

298

325

557

616

Corporate income tax time             Labour tax time               Consumption tax time

EU average 222                                       World average 282

Figure 2.32

Number of hours to comply across the European Union

Note: The chart shows the hours to comply for the economies in the EU split by type of tax compared to the EU and 
world average.
Source: PwC analysis

Figure 2.31

Administrative practices significantly impact the time to comply for consumption taxes

Indirect taxes administered by separate authority

Invoices required to be submitted with VAT returns

Yes

No

143

109

Average time to comply with consumption taxes          

Yes

No

153

90

Average time to comply with consumption taxes          

Note: The charts compare the average time to comply where (1) separate authorities administer indirect taxes and corporate 
income tax and (2) where invoices have to be submitted with VAT returns.
Source: PwC analysis



Value Added Tax (VAT) is now the 
most common form of consumption tax 
system used around the world. However, 
while the principles of VAT are similar 
everywhere, the compliance burden 
on business varies considerably. This 
is evident in the results of the Paying 
Taxes studies. 

PwC has recently undertaken some 
further research to look in more detail at 
the differences in the time required for 
VAT compliance in different countries, 
and to go some way to understanding 
what drives this. In addition to data 
collected as part of the Paying Taxes 
2010 study, further data was collected 
from 30 of the 145 economies in the 
study which had a VAT or similar value 
added consumption tax system. These 
economies were representative across 
the range of results for the time required 
for VAT compliance activities.

The results of the research are available 
at www.pwc.co.uk/pdf/PwC_VAT_
Compliance_survey_2010.pdf

In summary, the results show that:  

• On average it takes the case study 
company longer to comply with VAT 
than it does to comply with corporate 
income tax.

• The time needed to comply varies 
considerably around the world even 
between neighbouring countries.

• VAT compliance tends to take less 
time in countries where the tax 
is administered by the same tax 
authority as the one which deals 
with corporate income tax (see 
figure 2.31).

• On average it takes less time to 
comply where companies use online 
filing and payment for VAT.

• The frequency and length of VAT 
returns impacts the time it takes 
to comply.

• The requirement to submit invoices 
or other documentation with the 
return adds to compliance time (see 
figure 2.31).

Our research shows that different 
administrative practices and the way 
in which VAT is implemented are key 
reasons for the wide range in hours 
that it takes our case study company 
to comply with VAT requirements. 
Streamlining the compliance burden 
and reducing the time needed to 
comply is important for VAT systems to 
work efficiently.

The impact of VAT 
compliance on business

Comment: VAT compliance
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The time needed varies by region

It takes less time on average in countries 
where business uses online filing and payment

The frequency at which VAT returns are 
required impacts the time to comply

The more extensive/long the tax returns, the 
more time is needed

European Union

Middle East

Asia Pacific

Global Average

Central Asia & Eastern Europe

Africa

Latin America & Caribbean

Average hours to comply            0                                 50                                 100                                150                              200

73

83

123

125

130

135

192

Note: Chart shows the average time needed to comply with VAT for economies in each economic/geographic region and the 
world average for all economies with a VAT. 
Source: Paying Taxes 2010, PwC analysis

Yes (16 economies)

No (14 economies)

95

136

Monthly
(23 economies)

Bi-monthly/Quarterly
(7 economies)

125

81

0-20 boxes
(12 economies)

Over 20 boxes
(16 economies)

6

13

Note: Chart compares the average time to comply with VAT 
for economies in the sample group where business of the size 
and nature of the case study company file and pay VAT online. 
Source: Paying Taxes 2010, PwC analysis

Note: Chart shows the average time needed to comply 
in economies in the sample group depending on whether 
VAT returns are required to be made monthly, bi-monthly 
or  quarterly. 
Source: Paying Taxes 2010, PwC analysis

Note: Chart shows the average time to comply per return for 
economies in the sample, depending on the number of boxes 
in the return which need to be completed. 
Source: Paying Taxes 2010, PwC analysis
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Figure 2.33 compares the time needed 
to comply with seven labour taxes and 
social contributions in Hungary with the 
single social contribution in the UK, and 
also with the European Union. It takes 
considerably longer in Hungary across 
all areas of compliance activities.

Figure 2.34 shows that the number of 
hours to comply ranges widely in the 
African Union from 76 hours in the 
Seychelles to 938 hours in Nigeria. In 
Nigeria, it takes our company 938 hours 
or 23 weeks of work (40 hours a week) 
to comply with its tax affairs. 398 hours 
are needed on corporate income tax, 378 
hours on labour taxes and 162 hours on 
consumption taxes. Only in Vietnam, 
Bolivia, and Brazil does the company 
need more hours to comply.

In the African Union, the average time 
to comply of 313 hours is 31 hours above 
the world average, largely due to more 
time being needed on consumption 
taxes (on average 135 compared to 
109 hours). Twenty-seven economies 
in Africa need more time than the 
global average to comply with their 
consumption taxes. The economies 
where the most time is needed are 
Mauritania (480 hours), Senegal (450 
hours), Cameroon (300 hours), Namibia 
(288 hours) and Kenya (276 hours). All 
these economies have VAT. Figure 2.35 
shows that the compliance activities 
to prepare the tax figures take up the 
most time.

Latin America and the Caribbean is the 
region where it takes the longest time to 
comply. Looking at just the continental 
economies of South America in figure 
2.36, it takes on average 641 hours (or 
16 weeks). This is by far the highest 
time for any region. Ten of the twelve 
economies are above the world average 
of 282 hours. In four economies, more 
than 600 hours are needed. In Brazil, it 
takes the longest time in the world. 

Figure 2.34

Number of hours to comply across the African Union

Figure 2.33

Time to comply with labour taxes in Hungary and the UK compared to the EU average
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Comoros
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Tunisia

Rwanda

Botswana
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Uganda
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World average: 282 African Union average: 313

Corporate income tax time           Labour tax time           Consumption tax time

EU

Hungary
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                          60                                                  24                        24

                                        80                                                                      42                                     24

 17                        27              1

Prepare           File           Pay        

Note: The chart compares the time to comply with labour taxes in Hungary and the UK compared to the EU average.
Source: PwC analysis

Note: The chart shows the hours to comply for the economies in the AU split by type of tax compared to the AU and world average.
Source: PwC analysis
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Figure 2.37 shows a breakdown of hours 
in Venezuela compared to the world 
average. In Venezuela, it takes two-thirds 
more time to comply with corporate 
income tax than the world average, and 
three and a half times as long for both 
labour taxes and consumption tax. The 
requirement to keep mandatory books 
solely for tax adds to the time needed. 
In Venezuela, 348 hours out of the 
total of 864 are taken in preparing and 
maintaining tax books (40% of the total 
time). Figure 2.38 shows the average 
time across all economies reduces by 89 
hours, or 11 days, when no extra books 
and records are required just for tax.

As shown in figure 2.39, it takes less time 
to comply in high-income economies 
(with an average time of 172 hours) 
than in other less wealthy economies. 
This applies across all three types of 
taxes. The difference isn’t a result of 
having fewer taxes to comply with 
(the average number of taxes is 9.3 
for high-income countries and 10 for 
low-income countries). Instead, this is a 
reflection of more mature tax systems, a 
lighter administrative touch, and more 
use of the electronic interface between 
taxpayers and tax authorities in the high-
income economies. The highest time 
needed to comply is in low-income and 
lower middle-income economies.

Figure 2.38

The requirement to keep mandatory books solely 
for tax purposes adds to the time to comply

Figure 2.37

Comparison of hours to comply in Venezuela 
with the world average

Type of tax
World 

average Venezuela

Corporate income tax time 71 120

Labour tax time 102 360

Consumption tax time 109 384

Total 282 864

Note: The table compares the time to comply in Venezuela to 
the world average.
Source: Doing Business database

Note: The chart shows that the time needed to comply is 
much higher if mandatory books are required solely for tax 
purposes.
Source: PwC analysis

Are mandatory books required?

Yes

No

308

219

Average time to comply          

Figure 2.39

Hours to comply by income level

Note: The chart shows the average hours to comply by income level using the World Bank Group Development indicators, split 
by type of tax.
Source: Doing Business database

High-income

Upper middle-income

Low-income

Lower middle-income

172

272

295

359

Corporate income tax time           Labour tax time           Consumption tax time

Figure 2.35

Time to comply with VAT in selected African economies compared to the world average

Figure 2.36

Hours to comply in South American economies

Note: The chart compares the time to comply with consumption taxes in selected African economies split by type and 
compliance activity compared to the world average for consumption tax systems. 
Source: PwC analysis

Note: The chart shows the hours to comply for the economies in South America, split by type of tax compared to the South 
America and world average
Source: PwC analysis
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The Paying Taxes results measure both 
the cost of taxes and the compliance 
burden for business. The indicator 
does not however cover all aspects 
of tax administration and how, for 
example, the different approaches of tax 
authorities can impact business. Over the 
last three years, a list of supplementary 
(non-indicator) questions has been 
developed, with the help of interested 
parties, and added to the Paying Taxes 
questionnaire. The responses  are used 
to provide further insights into tax 
administration.

Contributors around the world are 
asked to give their views on a number of 
additional aspects of tax administration 
such as: the clarity of the tax rules and 
helpfulness of guidance notes issued; 
how long is it likely to take to receive a 
tax refund; and how easy or difficult it 
is to deal with a tax audit. Last year, a 
selection of results from PwC’s analysis 
was included in the Paying Taxes 2010 
study. This year, our intention is to 
publish the results separately in 2011. 
However, we include here a small 
preview of our analysis.

Contributors were asked to express a 
view on: “How simple or complicated 
are the tax rules in your country?” 41% 
of economies responded that the rules 
are ‘very simple’ or ‘simple’ and 44% 
that they are ‘complex’ or ‘very complex’ 
(15% of economies did not answer). 
Correlating these results to the hours 
needed for compliance activities shows 
that compliance time rises by 40% on 
average where tax rules are complex.

Contributors were also asked whether 
different taxes levied on the company 
were administered by the same or 
separate tax authorities. 80% of the 
economies responding said that indirect 
taxes are administered by the same tax 
authority as corporate income tax - so 
this seems  to be a best practice. Figure 
2.31 shows that the average time to 
comply rises by 31% in the economies 
where there is a separate authority 
for indirect taxes. Conversely, 75% 
of economies said that social security 
contributions are administered by a 
separate tax authority. In this case, the 
average compliance time is also longer 
by 30%.

The tax authority requirement to keep 
mandatory books solely for tax, or 
to submit additional documentation 
with tax returns, also adds to the 
compliance burden. Figure 2.38 shows 
that mandatory books increase the 
average compliance time by 41%. Figure 
2.31 shows that it takes 70% more time 
to comply when invoices have to be 
submitted with VAT returns. 

The impact of tax 
administration on 
business

Comment: Tax administration
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It takes longer to comply where tax rules  
are complex

Note: The chart compares the time to comply in economies 
where contributors consider tax rules are (1) simple and very 
simple and (2) complex and very complex.
Source: PwC analysis of non-indicator data

Simple tax rules

Complex tax rules

249

346

Average hours to comply          



The approach of the tax authorities 
is an area that concerns contributors 
around the world. In 102 economies 
(67% of those responding) contributors 
said that this is an area of their tax 
system that needs to be improved. As 
one measure of the efficiency of tax 
authorities, we also asked: “In a typical 
situation, how long is it likely to take in 
practice for a company to receive a VAT 
or withholding tax refund?” The results 
show that it takes the least time in the 
large, developed economies, with 83% 
of OECD economies responding that 
it would typically take three months 
or less. It takes longest in the less 
developed economies of Latin America 
& Caribbean and the African Union. 
24% of economies responding in Latin 
America and the Caribbean, and 32% in 
the African Union, said it would typically 
take more than a year. In economies 
where it takes longer to receive a 
refund, it also tends to take longer 
for compliance activities (see figure 
2.29 - comparison of hours to comply 
by region).

Dealing with tax audits and disputes 
is the area of their tax system that 
contributors around the world most 
want to improve. A tax audit can be the 
most difficult interaction that a business 
has with the tax authorities and 120 
economies (79% of those responding) 
said this area of their tax system needs 
improvement. 61% of all the economies 
in the study said that, in their opinion, 
dealing with a tax audit in their country 
was ‘difficult’ or ‘very difficult’.

An independent and effective appeal 
process is clearly an important aspect 
of good tax administration from the 
taxpayer’s perspective. Contributors in 
7% of the economies said there is no 
independent body to which a taxpayer 
can appeal against a tax authority’s 
decision, and 12% did not answer this 
question. And in the economies where 
there is an independent process, it 
is often considered to be inefficient. 
In economies where the process is 
considered to be efficient, tax audits are 
easier. 48% of contributors in economies 
where the independent appeal process 
is efficient said dealing with a tax audit 
was ‘easy’ or ‘very easy’, compared 
to only 15% in economies where the 
independent process is considered to 
be inefficient.

The data provided in response to the 
list of supplementary (non-indicator) 
questions is not used to calculate the 
results for Paying Taxes. But we suggest 
that it can be used to provide additional 
insights into tax systems and tax 
administration, and can potentially help 
governments as they review their own 
systems and prioritise areas for reform. 
Analysis of the supplementary data is 
ongoing and will be published in 2011.

How long is it likely to take in practice for a company to receive a refund

In your opinion, how easy is it for a company 
to deal with a tax audit in your country?

In your opinion, how efficient is the 
independent appeal process in your country?

OECD

European Union

World average

Asia Pacific

Latin America & Caribbean

African Union

Less than one month           1 to 3 months           3 to 6 months           6 to 12 months           More than one year           No data supplied

0%                    10%                   20%                   30%                    40%                   50%                    60%                 70%                   80%                   90%                100%

Note: Results for all economies in the study and for selected regions
Source: PwC analysis of non-indicator data

Note: Results for all economies in the study
Source: PwC analysis of non-indicator data

Note: Results for economies in the study reporting an 
independent appeal process
Source: PwC analysis of non-indicator data
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The number of payments
The number of payments measures 
the number of times the case study 
company has to pay taxes in the year 
and how it makes these payments. It 
includes all taxes, whether these are 
levied on the company, or like VAT, are 
administered by it. It provides a measure 
of the number of taxes which must be 
complied with. It also takes into account 
the method of payment and the use of 
electronic filing and payment. Where the 
majority of businesses, like TaxpayerCo, 
file and pay their taxes online in 
an economy, the number of actual 
payments is reduced to one, to reflect 
the efficiencies of going electronic. Also, 
where taxes are paid through a third 
party, such as fuel tax paid to the fuel 
distributor, the number of payments 
is taken as one to reflect the lack of 
compliance burden.

As an example of the number of 
payments, figure 2.40 shows the 
calculation for Peru. TaxpayerCo makes 
monthly payments of corporate income 
tax, social security contributions, 
industrial corporations’ contribution, 
and VAT. However, these are all reduced 
to one payment per tax in the indicator 
to reflect the status of online filing and 
payment in Peru. The remaining taxes 
are either paid annually (for example, 
real estate tax), paid jointly (net assets 
tax with corporation income tax) so 
that no separate payment is required, or 
are embedded in a payment to a third 
party (fuel tax). Our company makes 
54 actual tax payments in the year, but 
this is reduced to nine for the number of 
payments indicator.

Figure 2.41 shows the number of 
payments for Peru by type of tax. Figure 
2.42 compares the result for Peru 
with that for other economies in Latin 
America and the Caribbean and the 
world average. It shows how the results 
for Peru are favourably affected by the 
status of online filing and payment.

As shown in figure 2.1, the average 
number of payments for all economies 
in the study is 29.9 - 3.7 for profit 
taxes, 12.1 for labour taxes and social 
contributions, and 14.1 for other taxes. 
Figure 2.43 shows the distribution of 
the results for the number of payments 
across all 183 economies. There is a 
lesser concentration of results than for 
the other two sub-indicators, but a good 
proportion of economies fall within 
the range of 6 to 35 payments (116 
economies or two-thirds of the total). Six 
economies have fewer than six payments 
and 61 economies have more than 35. 
Figure 2.44 compares the distribution 
of results with those in Paying Taxes 
2006 and shows the downward trend. 
In Paying Taxes 2006, the global average 
number was 33.8 payments. Five years 
ago, only 97 economies were in the 
range of 6 to 35 payments.

Figure 2.45 lists the economies at the 
lower end of the results (with less than 
five payments) and the higher end 
(with more than 70 payments). These 
provide useful examples of the impact 
on the results for this indicator of both 
the number of taxes levied, and the 
efficiencies of online filing and payment.

Figure 2.40

The number of payments calculation for Peru

 
World Bank  

Indicator
Actual  

payments Notes

Corporate income tax 1 13 Online

Net assets tax (ITAN) 0 1 Paid jointly

Social security contributions 1 12 Online

Industrial corporations contribution 1 12 Online

Value Added Tax 1 12 Online

Financial transactions tax 1 1 Embedded payment

Real estate tax 1 1 Annual payment

Vehicle tax 1 1 Annual payment

Arbitrios 1 1 Annual payment

Fuel tax 1 On each refuelling Embedded payment

Total 9 54  

Note: The table shows an example of the calculation of the number of payments for Peru
Source: Doing Business database

Figure 2.41 

The number of payments for Peru

Figure 2.42 

The number of payments for Peru compared  
to Latin America and the Caribbean and  
world average

Profit tax (1)

Labour tax (2)

VAT (1)

Other taxes (5)

Note: The chart shows the number of payments for Peru split 
by type of tax
Source: Doing Business database

Note: The chart compares the number of payments for Peru 
with the Latin America and the Caribbean and world average.
Source: PwC analysis

Latin America 
& Caribbean

World

Peru

33.2

29.9

9

  4.3         13.2                     15.7

 3.7        12.1                  14.1

1 2     6

Profit taxes           Labour taxes           Other taxes‘the results for Peru 
are favourably affected 
by the status of online 
filing and payment’
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As previously mentioned, Sweden 
follows best practice and levies just one 
tax per base. Four of the five taxes are 
jointly filed and paid online, resulting 
in just two payments for the number of 
payments result - the lowest in the world. 
Norway follows a similar approach with 
just four taxes (corporate income tax, 
social security contributions, VAT and 
fuel tax) and four payments. Maldives 
and Qatar have few taxes and therefore 
few payments, and Hong Kong does not 
levy a consumption tax on TaxpayerCo.

In contrast, economies at the higher end 
of the results levy numerous taxes (12.6 
on average). And electronic filing and 
payment is either not available or not 
widely used. For example, in Romania, 
the company pays 17 different taxes 
which is well above both the world (9) 
and European Union (11) averages. 
The company makes monthly payments 
for VAT and for each of seven different 
labour taxes. It also makes quarterly 
payments for corporate income tax 
and 13 other payments across eight 
other taxes. There is no reduction in 
the actual number of payments as 
there is no electronic interface with 
the tax authorities. Regular payment 
of (therefore smaller amounts of) taxes 
can provide real cash flow benefits 
to businesses like TaxpayerCo and 
also assist government revenues. But 
multiple taxes per base are an additional 
compliance burden. Electronic interface 
can provide real benefits to both business 
and government.

Figure 2.46 shows the average number 
of payments by regional grouping. The 
lowest average number of payments is 
found in the OECD economies (13.2), 
G20 economies (15.4) and the EU (17.5), 
while Latin America and the Caribbean 
(33.2), the African Union (36.2) and 
Central Asia and Eastern Europe (45.3), 
all have results above the world average.

Figure 2.46

Comparison of number of payments by region

Note: The chart shows the distribution of results number of payments
Source: PwC analysis

Note: The chart shows the distribution of results for the number of payments in Paying Taxes 2011 compared to in Paying Taxes 2006.
Source: PwC analysis

Figure 2.43

Distribution of the number of payments results –  
In 116 economies there are between 6 and 35 payments.
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Figure 2.44

The trend in results for the number of payments since the first study – 
In Paying Taxes 2006, only 97 economies were in the range 6 to 35 payments

Low number of payments

Region Economy Payments

Asia Pacific Hong Kong, China 3

Maldives 3

Europe Norway 4

EU Sweden 2

Middle East Qatar 3

High number of payments

Region Economy Payments

Central Asia  
& Eastern Europe 

Montenegro 77

Belarus 82

Ukraine 135

EU Romania 113

Latin America  
& Caribbean 

Jamaica 72

Note: The chart lists economies with a low number of payments (less than five) and a high number of payments (greater than 70)
Source: Doing Business database

Note: The chart shows the average result for the economies in each region and the world average for all economies in the study.
Source: PwC analysis

OECD

G20

European Union

Asia Pacific

World Average

Latin America & Caribbean

African Union

Central Asia & Eastern Europe

          13.2 

          15.4 

          17.5 

          24.6 

          29.9 

          33.2 

          36.2 

          45.3 

Profit taxes           Labour taxes           Other taxes

Figure 2.45

List of low and high number of payments economies by region
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A comparison of figure 2.7 (the average 
number of taxes by region) and figure 
2.46 (the average number of payments 
by region) shows clearly that the reason 
why the larger, or more developed 
economies, have fewer payments is not 
that they have fewer taxes. The G20, 
OECD and European Union all have an 
average number of taxes above the world 
average, while Latin America and the 
Caribbean, and Central Asia and Eastern 
Europe are below this. The reason is 
that the larger and more developed 
economies are more advanced in terms 
of online filing and payment. In the 
European Union, for example, only three 
economies do not have reduced results 
across all the main taxes due to online 
filing and payment.

The results for the number of payments 
also vary within a region, driven by the 
number of taxes levied and online status. 
Figure 2.47 shows the range of results 
in Latin America and the Caribbean. At 
33.2 payments, the regional result is 
slightly above the world average, but the 
results range from 6 payments in Mexico 
to 72 in Jamaica. Peru and Jamaica 
provide a good example. In Peru, the 
company pays nine taxes, as shown in 
figure 2.41, but the number of payments 
is reduced from the actual number of 
53 to 9 for the sub-indicator. In Jamaica 
the company pays 14 different taxes and 
there is no reduction in the number of 
actual payments made of 72. There has 
been no change to the figures in Jamaica 
in the six years of the study. Both Peru 
and Jamaica show how taxes other 
than the main three types (corporate 
income tax, labour taxes, VAT) add to 
the results. In Peru there are six other 
taxes requiring five payments. And, 
in Jamaica, nine other taxes require 
20 payments. Figure 2.48 shows the 
number of payments for Jamaica by tax.

Figure 2.47

The number of payments in the Latin America and Caribbean region
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Note: The chart shows the number of payments for economies in Latin America and Caribbean compared to the regional and 
world average.
Source: PwC analysis

‘the reason why the 
larger, or more developed 
economies, have 
fewer payments is not 
that they have fewer 
taxes, but that they 
are more advanced in 
terms of online filing 
and payment’
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The world average number of payments 
for all economies in the study has fallen 
by 0.6 in the last year. The region that 
has seen the biggest change in the 
last year is Central Asia and Eastern 
Europe where the average number has 
fallen by 4.2. This has been driven by a 
reduction in payments of other taxes. 
Figure 2.49 compares the average 
number of payments in this region for 
the last two years. Significant reductions 
have been made in Belarus, the Kyrgyz 
Republic and Montenegro. In Belarus, 
the number of payments fell as the 
frequency of payment reduced from 
monthly to quarterly for several taxes, 
including property tax, ecological tax 
and the transport duty. Also, electronic 
systems became more widely used in 
Belarus for VAT, corporate income tax 
and labour taxes. In the Kyrgyz Republic, 
the number of payments required for 
corporate income tax, property tax and 
land tax were reduced. In Montenegro, 
the elimination of construction land 
tax and the requirements for advance 
payments for corporate income tax 
reduced the number of payments.

Figure 2.50 shows that the high-income 
countries tend to have the lowest 
number of payments, as well as the 
lowest time needed to comply, and the 
lowest tax cost. As already mentioned 
this does not result from a lower number 
of taxes, but from a more advanced 
status of online filing and payment. 
Low-income countries have the highest 
number of tax payments.

Figure 2.48

The number of payments for Jamaica by tax

Figure 2.50

Number of payments by income level

Vehicle tax (2)

Annual return filing fee (1)

Asset tax (1)

Fuel tax (1)

Property tax (1)

Property transfer tax (1)

Stamp duty (1)

Education Tax (12)

National 
Housing 
Trust (12)

Payroll tax − 
HEART (12)

Social security 
contribution − 
National Insurance
(12)

Value added tax 
(VAT) (12)

Other (8)

Corporate income tax (4)

Note: The chart shows the number of payments for Jamaica 
split by type of tax.
Source: Doing Business database

Figure 2.49

The trend in number of payments for Central 
Asia and Eastern Europe

2011

2010

45.3

49.5

7.2             18.2                         19.9

 8.0              17.5                          24.0

Profit taxes           Labour taxes           Other taxes

Note: The chart compares the average number of payments 
for the Central Asia and Eastern Europe region between 
Paying Taxes 2010 and Paying Taxes 2011.
Source: PwC analysis

Note: The chart shows the average number of payments by 
income level, using the World Bank Development indicators, 
split by type of tax.
Source: Doing Business database
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Paying taxes getting easier

Paying taxes has got easier around the 
world. Over the last five years, the global 
average TTR has fallen by 5.9% (more 
than 1% each year), the time to comply 
by 47 hours (more than nine hours 
each year) and the number of payments 
by four.

Most change in Central Asia and 
Eastern Europe

In the last year, the biggest change was 
in Central Asia and Eastern Europe 
where the TTR dropped by 3.1%, the 
time to comply by 16 hours, and the 
number of payments by five.

Corporate income tax only part of 
the burden

Corporate income tax is only part of the 
burden of taxes on business. Around the 
world, the company pays on average 9.4 
taxes. Corporate income tax accounts 
for just 12% of the tax payments made, 
25% of the compliance time, and 38% of 
the TTR.

What the results show

Chapter 2: PwC commentary

One tax per base is best practice

Some economies levy multiple taxes 
per tax base and this can increase the 
compliance burden on business (the 
time to comply and the number of 
payments). Levying one tax per base is a 
best practice, and 50 economies do this. 
Having one tax per base does not affect 
the level of taxes raised.

Low TTRs are not necessarily a 
good model

The average TTR in Paying Taxes is 
47.8% of commercial profits. Economies 
with lower TTRs are not necessarily 
the better model. What is important 
is that taxes are well spent to provide 
a stable business environment, good 
infrastructure and better quality of life 
for citizens.

TTR highest in the African Union

The African Union has the highest 
average TTR, driven by costly cascading 
sales taxes in five economies. In the 
African Union, corporate income 
tax is also the highest percentage of 
commercial profits, but employer taxes 
and social contributions are below the 
world average.

Statutory corporate income tax 
is not a good indicator of tax 
actually paid

The statutory rate of corporate income 
tax is often not a good indicator of the 
rate of tax paid. We measure actual taxes 
paid, and provide examples of reductions 
in the rate paid due to generous 
allowances, and increases where 
business expenses are not deductible.

Labour taxes highest % of TTR in 
the EU

Labour taxes and contributions levied 
on the employer are the highest 
percentage of commercial profits in the 
European Union. They make up the 
majority of the TTR in many European 
Union economies.

Seven weeks to comply with the 
three major taxes

On average it takes 282 hours, or seven 
weeks of full-time work, to comply 
with the three main types of taxes. This 
has fallen by only four hours in the 
last year, suggesting that the rate of 
reform in this area has slowed around 
the world. We suggest that even more 
focus needs to be given to reducing the 
compliance burden.
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Over 29 payments made on average 
each year

The number of payments indicator 
measures the number of times the 
company has to pay taxes in the year 
and how it makes these payments. The 
average number of payments around 
the world is 29.9. The number is lowest 
in the OECD economies (13.2) and 
highest in Central Europe and Eastern 
Europe (45.3).

One tax per base = fewer tax 
payments

Economies which levy one tax per base 
have a fewer number of payments, while 
the economies with the most payments 
levy numerous taxes.

Online filing has positive effect on 
number of payments indicator

Economies which have delivered the 
efficiency gains of online filing and 
payment of taxes, for government 
and business, also do well on the 
number of payments indicator. In these 
circumstances, the number of actual 
payments is reduced to one per tax.

Consumption taxes are the most 
time-consuming

Consumption taxes (mainly VAT) are 
the most time-consuming of the taxes, 
and this can be heavily affected by tax 
authorities’ administrative practices. Our 
research shows that it takes more time to 
comply if indirect taxes are administered 
by a different tax authority, and also if 
invoices have to be submitted with the 
VAT returns.

Labour taxes most time-consuming 
in the EU

In the European Union, the most 
time-consuming taxes are labour taxes 
and contributions, with compliance 
time above the world average. This 
includes the time needed to administer 
employee taxes through the payroll. 
Many European Union economies have 
multiple labour taxes and this can 
increase the time to comply.

Longest compliance time in 
South America

It takes the longest time to comply 
on average in the South American 
economies. All the taxes are more time-
consuming, and this is often increased by 
the need to keep additional books solely 
for tax purposes.

Good tax administration is important 
for business.

The approach of the tax authorities 
and dealing with a tax audit or disputes 
are the aspects of the tax system 
that contributors around the world 
most want to improve. Contributors 
in economies where there is an 
independent and efficient appeal process 
found dealing with audits and disputes 
easier than those economies where this 
is not the case.

Lowest tax cost and compliance 
burden in high-income economies

High-income economies have the 
lowest average tax cost and the lowest 
compliance burden, reflecting mature 
tax systems, a lighter administrative 
touch, and more use of electronic 
interface between taxpayers and tax 
authorities. Low-income economies 
have higher taxes on average and more 
burdensome compliance procedures. It is 
important to look to good practices and 
models to help increase tax compliance 
and collection in developing economies.
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Chapter 3: Using the Paying Taxes data around the world
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Both government and business 
understand the problems with 
Australia’s taxation system and the 
importance of major tax reform. In May 
2008, the federal government initiated a 
review of Australia’s Future Tax System 
(AFTS). The purpose of this review was 
to consider all aspects of the tax system, 
other than Goods and Services Tax. 
The review team was given 18 months 
to report to government which it did 
in December 2009. The government 
released the AFTS report in May 2010.

The review made 138 recommendations 
which were designed to develop a tax 
system which would better position 
Australia to deal with the challenges 
of the 21st century. The review’s 
recommendations focused on changes 
that would make Australia’s tax system 
more competitive internationally, reduce 
its complexity, and enhance its equity 
and fairness. At the outset of the review, 
125 taxes were identified in Australia - 
over half of which impact business. Yet 
90% of revenue is raised by only ten 
of these taxes. This headline finding 
was consistent with PwC Australia’s 
study of the Australian tax system 
using the PwC Total Tax Contribution 
(TTC) framework. Released in 2007, 
this study was the first to highlight the 
impact of the tax system on Australia’s 
largest businesses. The study identified 
that 55 taxes are levied on business by 
federal and state governments. It also 
highlighted the structural inefficiency of 
Australia’s tax system and the obstacle 
that this presents to economic growth.

The Paying Taxes studies have reinforced 
these concerns about the complexity 
of Australia’s tax system, and the 
importance of tax reform. Australia’s 
ranking in the Paying Taxes studies has 
gradually slipped over recent years, as 
other countries have reduced tax rates 
and improved or addressed complexity 
in their own systems. In other words, 
Australia has been going backwards in 
terms of global competitiveness. 

The 138 recommendations from 
the AFTS review included proposals 
to rationalise the 125 taxes to four 
efficient broad-based taxes (personal 
income, business income, rents on 
natural resources and land, and private 
consumption). Other taxes should exist 
only to improve social outcomes or 
market efficiency. Over time, other taxes 
would be abolished.

The AFTS review recognised the 
increasing uncompetitiveness of 
Australia’s corporate income tax rate and 
recommended it be reduced from 30% 
to 25%. 

It is clear that the kind of tax reform 
needed in Australia will take many years 
to achieve. As yet, very few of the 138 
recommendations have been endorsed 
by the government, with many already 
rejected. There are proposals to reduce 
the company tax rate to 29% from 2015, 
which is to be funded by a significant 
new tax on the resources sector. So 
far, there is no commitment to remove 
any of the existing taxes in Australia. 
All sectors of the community recognise 
that hard decisions will be necessary 
to broadly execute the AFTS review 
recommendations.

Reform to meet  
the challenges of the 
21st century

Australia
2011 2006

Total Tax Rate 47.9% 52.8%

Number of hours 109 107

Number of payments 11 13

Tim Cox, PwC Australia

Interestingly, there was a long and 
heated debate in the lead up to 
the August federal election over 
proposals for a new resource tax. 
The original proposal was highly 
criticised by industry, as well as by 
many commentators. This debate also 
highlighted the divergent views between 
government and the industry with 
regards to the current amount of tax paid 
by the mining industry. This reinforced 
the importance of having transparent 
and objective measures to evaluate the 
impact of the tax system on business.
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The Brazilian economy is currently 
facing a period of expansion, attracting 
a large volume of inward investment. 
To fully embrace this opportunity, it is 
essential for the country to offer a legal, 
regulatory and tax environment which 
is stable, clear and streamlined, and 
in which foreign investors can operate 
with ease. 

From a tax perspective, there is much 
to be done - and this is illustrated by 
the figures presented in the Paying 
Taxes study. The tax burden for Brazil 
is shown to be high, with a tax system 
composed of many confusing laws and 
rules issued by the federal, state and 
municipal tax authorities. These result 
in taxpayers spending a large amount of 
time trying to keep up-to-date with the 
system in order to be able to perform the 
calculations, then prepare and send the 
information to the tax authorities, and 
pay their taxes.

The Paying Taxes study highlights that 
Brazil has a difficult tax system when 
compared to other economies around 
the world. It has shown this same picture 
in each of the six years that it has been 
carried out. This has resulted in regular 
commentary in the Brazilian media, 
and recognition from the Brazilian 
tax authorities that there is a need 
for change. 

It is hoped that the new Public System of 
Digital Bookkeeping (Sistema Público de 
Escrituração Digital or ‘SPED’) may lead 
to improvements for Brazil. Once fully 
implemented and integrated by the tax 
administrations, the expectation is that 
fewer communications to government 
will be required which may result in 
a reduction in compliance time. The 
system will be controlled automatically, 
eliminate significant amounts of 
paperwork, and reduce the time to 
comply with legislation changes, and 
to check and audit information. The 
system will cross-check all information 
and identify mistakes, rationalising 
the process. 

The tax authorities are strongly 
committed to making the new system 
mandatory for all companies, and 
most large companies are already 
participating in it. Many tax obligations 
and procedures are already electronic 
for taxpayers, while others are still in the 
transition process. 

However, the benefits of SPED for the 
taxpayer have yet to be seen as the 
transition to this new system is likely to 
last for a couple of years. So far, SPED 
has required additional effort and cost 
from companies who have needed to 
invest significantly to prepare their staff 
for the change, and to implement new 
systems to comply with all the processes. 

Recognising a need 
for change

Brazil
2011 2006

Total Tax Rate 69.0% 68.8%

Number of hours 2,600 2,600

Number of payments 10 10

Carlos Iacia, PwC Brazil

2010 is an election year in Brazil. 
However, despite tax reform being on 
their agenda, politicians are yet to focus 
on this as a key priority. In addition 
to the results from the Paying Taxes 
study, there are many other influential 
institutions that are pointing to the need 
for reform and a simplified tax process, 
with a particular focus on addressing 
complex VAT issues between the states 
of Brazil. The system currently requires 
exchange of information and division of 
tax income among the 26 states and the 
Federal District. This has for some time 
been the source of significant conflict 
between the states, often referred to 
as the ‘fiscal war’, and has hindered 
the reform and development of the 
tax system.

Despite these issues, with the 
government’s introduction of SPED and 
growing recognition within society more 
generally that the tax system needs to 
change, it appears that the initial steps 
towards tax reform have been taken.
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Federal and provincial business taxes in 
Canada have been substantially reduced 
recently to an historical low of 29.2%. 
This is largely due to enhancements 
in the annual capital allowance 
cost allowance (CCA) deduction for 
investments in eligible manufacturing 
and processing machinery and 
equipment and in computers. As a result, 
Canada is the only G20 economy in the 
top ten list for the ease of paying taxes. 
Further changes have been legislated 
and by 2012, Canada will have one of the 
lowest statutory combined federal and 
provincial corporate income tax rates in 
the G7 group of industrialised nations 
at 25%. 

Although the time to comply has 
increased to 131 hours from 119 in 2006, 
there are ongoing efforts to reduce 
compliance costs and make the tax 
system more efficient through initiatives 
such as increased harmonisation of 
federal and provincial income and sales 
taxes. For example, in 2009, the federal 
government began to administer the 
province of Ontario’s corporate income 
tax system. As a result, businesses are 
now able to combine tax payments 
and file a single corporate tax return. 

In addition, effective 1 July 2010, a 
Harmonised Sales Tax, based on the 
same rules as the federal Goods and 
Services Tax, replaced the provincial 
sales tax system in British Columbia 
and in Ontario. Given their effective 
dates, the compliance savings of 
these initiatives will not have been 
fully captured in the current Paying 
Taxes study. 

Additional initiatives were also 
undertaken in 2010. Starting from the 
2010 taxation year, certain companies 
with annual gross revenues exceeding 
$1 million are required to file their 
corporate income tax returns online. In 
its 2010 budget, the federal government 
eliminated tax on the disposal of certain 
types of taxable Canadian property 
by non-residents and the related 
section 116 reporting. This measure 
should also help Canadian businesses 
to attract foreign venture capital and 
investment. However, the federal 
government proposed a new reporting 
regime for aggressive tax avoidance 
transactions and increased reporting 
for transactions with non-arm’s length 
non-residents. These measures will 
increase the administrative burden for 
Canadian taxpayers.

The federal government also announced 
that it intends to look at introducing a 
system of loss transfers or consolidated 
reporting for corporate groups. 
Among other things, this would allow 
Canadian companies to avoid having to 
undertake complex reorganisations and 
transactions to transfer tax losses among 
related companies. Currently, Canada is 
the only country within the G7 with no 
form of tax consolidation regime. 

Reducing the tax 
burden to stimulate 
growth and restore 
confidence

Canada
2011 2006

Total Tax Rate 29.2% 49.1%

Number of hours 131 119

Number of payments 8 9

Saul Plener, PwC Canada

The federal government remains focused 
on improving the competitiveness, 
efficiency and fairness of the 
Canadian international tax system 
and has implemented some of the 
recommendations made by the 
Advisory Panel on Canada’s System of 
International Taxation. It has indicated 
that it will continue to review the 
other recommendations made by the 
Advisory Panel.

These initiatives are aimed at stimulating 
economic growth, and restoring 
confidence following the global 
economic recession. The Canadian 
government is aware that it must stay 
the course in reducing corporate tax 
rates and easing administrative burden 
for Canadian taxpayers to remain 
internationally competitive.
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The Ivorian authorities and business 
world first took notice of Cote d’Ivoire’s 
rankings in the Doing Business and 
Paying Taxes 2010 publications during a 
business forum held in November 2009. 
The forum was organised under the 
aegis of the Ministry of Economy and 
Finance and the Ministry of Industry, 
with support from the private sector. 
Employers and the Ivorian Chamber 
of Commerce also took part. The key 
objective of the forum was to focus the 
attention of government and business 
on the need to improve the business 
environment, and to initiate innovative 
reform. The Paying Taxes results for 
the Cote d’Ivoire are of significant 
interest. But, although efforts are made 
every year by the tax administration to 
improve competitiveness for business, 
major tax problems still persist. 
The Total Tax Rate has fallen in Cote 
D’Ivoire, mainly because of a reduction 
in the corporate income tax rate and 
the removal of the contribution for 
‘national rebuilding’. But the Ivorian 
tax administration is increasingly 
concerned by the extent of tax evasion 
given the considerable growth of the 
informal sector (i.e. undisclosed small 
enterprises). Therefore, for several years, 

it has devoted its energy to broadening 
the tax base, in order to bring as many of 
the people operating illegally as possible 
into the formal tax net. The introduction 
of a standard invoice, and numerous 
requirements for businesses to make 
tax deductions at source on income 
paid to third parties, are key measures 
implemented by government to achieve 
this goal. But while the deduction 
of tax at source does not create 
additional tax expense for businesses 
in the formal sector, the introduction of 
‘declaratory obligations’ does increase 
the administrative burden for these 
companies in the management of taxes. 
This is reflected in the time to comply of 
270 hours. It is clear that while reducing 
tax evasion is the primary goal of the 
government, the simplification of these 
measures to ease the burden on business 
remains a major issue which has still to 
be addressed. The number of payments 
indicator for Cote D’Ivoire in Paying 
Taxes 2010 was 66, putting the country 
among the ten countries with the highest 
number of payments in the study. A high 
number of taxes and a lack of electronic 
filing are the key reasons for this. The 
number of payments has fallen by only 
two payments to 64 in the 2011 report. 
There has not been any significant 
abolition of taxes.      

Another major tax problem worth 
mentioning, which goes beyond the 
scenario captured by the Paying Taxes 
case study company, is the non-
reimbursement of VAT credits. It is 
estimated that, by 31 December 2010, 
the amount in unpaid credits will stand 
at over US$200 million - and this at a 
time when, in the current economic 
climate, businesses have a considerable 
need for cash. Under the Ivorian tax 
system, VAT should not be an expense 
for businesses, and VAT credits should 

be automatically refunded. The ongoing 
non-reimbursement of VAT credits 
currently represents a significant fiscal 
expense. The employers’ federation has 
had some success in its efforts to resolve 
this issue, resulting in the introduction 
of an initiative in the 2011 fiscal budget 
to exempt some agricultural export 
businesses from VAT. However, this 
measure does not deal with the overall 
problem of outstanding VAT credits 
which is still an issue for the broader 
business community. 

Simplifying the tax administrative 
system, and relieving the fiscal pressures 
that fall on businesses in the formal 
economy, remain major challenges for 
the tax authorities. At the same time, 
broadening the tax base and reducing 
the extent of the informal economy are 
still major priorities for government. It 
appears that the government currently 
feels that the best way to address the 
evasion issue is to solicit the help of 
business in the formal economy. But 
this in turn is increasing the burden 
on these businesses. The absence of 
improvement in the Paying Taxes 
indicators for Cote D’Ivoire illustrates 
this point and highlights the need 
to change this mindset. Increasing 
awareness of the Paying Taxes results 
among the Ivorian authorities is helping 
to draw attention to the need for urgent 
reform. PwC Cote D'Ivoire continues to 
make representations on tax issues for 
the annual fiscal budget in conjunction 
with the Tax Commission of the 
Employers’ Federation.

Reducing the 
informal economy 
without increasing 
the burden for the 
businesses that do 
pay tax

Côte d’Ivoire
2011 2006

Total Tax Rate 44.4% 48.4%

Number of hours 270 270

Number of payments 64 66

Dominique Taty,  PwC Côte D’Ivoire
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With improvements made to the 
tax compliance system and the 
implementation of a series of tax 
reforms, China has made remarkable 
progress in reducing the tax cost and 
the compliance cost for taxpayers over 
the past few years. The Paying Taxes 
results illustrate this progress, showing 
a trend of paying taxes becoming easier 
for the case study company in China. 
Improvements have been made in all 
three areas measured in the study.   

The fall in China’s Total Tax Rate arose 
mainly from the Corporate Income Tax 
(CIT) reform in 2008, which unified two 
separate enterprise income tax regimes 
for domestic enterprises and foreign 
investment enterprises into a single 
regime. It also reduced the standard tax 
rate from 33% to 25%. Being a qualified 
small and thin-profit enterprise, the CIT 
rate for TaxpayerCo was reduced to an 
even lower rate of 20%. The removal of a 
deduction limit for salary expenses, pre-
operating expenses, etc. also lowered the 
tax liability.

The significant reduction in hours to 
comply was largely due to the increased 
use of the electronic tax filing and 
payment system in 2007. Over the 
past few years, China has made great 
efforts to expand and facilitate the use 
of electronic filing and payment. In 
the past, taxpayers usually needed to 
make separate visits to the tax office to 
file taxes and then to the bank to settle 
the tax payments. After this, taxpayers 
would have to visit the tax office again 
to submit the tax payment receipt. The 
result was long queues at the tax office 
and at the bank, which added a large 
amount of waiting time to the hours 
included in the time to comply indicator. 
Following the introduction of the 
electronic tax filing and payment system, 
the taxpayer now only has to visit the 
tax office once to submit the final tax 
filing documents. 

Another contributing factor to the 
reduction in hours was the recent tax 
reform for CIT in 2008 and for VAT 
in 2009. The CIT reform unified and 
standardised the deduction rules, which 
reduced the time previously needed 
for consulting with tax authorities. 
The removal of certain book-to-tax 
adjustments also reduced the time 
needed to calculate taxes and prepare 
returns. Under the new consumption-
oriented VAT system, the recovery of 
input VAT incurred on the purchase of 
fixed assets is no longer disallowed. This 
has reduced not only the tax burden on 
investing in equipment, but also the time 
for VAT filing, as it is no longer necessary 
to sort out the purchase invoices for fixed 
assets and related items when claiming 
input VAT credit.

Major changes  
make paying taxes 
much easier

China
2011 2006

Total Tax Rate 63.5% 80.0%

Number of hours 398 872

Number of payments 7 35

Rex Chan, PwC China

The reduction in the number of 
payments in China is also due to the 
wider use of the electronic tax filing and 
payment system.

In addition to the above, China has been 
concentrating on developing the skills 
of the local-level tax administration 
and tax collection teams. Nowadays, 
more and more taxpayers feel that 
their queries can be easily dealt with by 
the tax officials and that the quality of 
their interactions with them has greatly 
improved. The well-known tax hotline 
‘12366’ has become another important 
resource that taxpayers can use when 
they have questions relating to daily tax 
compliance issues in China.
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The Paying Taxes publication once again 
captured the interest of the Ministry of 
Finance in the Czech Republic during 
2010. The Ministry pays close attention 
to the report since it raises a number 
of interesting issues for discussion and 
enables a comparison of the annual 
results with other countries – both 
within central Europe and elsewhere. 
Since the Paying Taxes study began, 
the results for the compliance 
indicators in the Czech Republic have 
improved significantly. This is due to  
the introduction of electronic filing, 
simplified processes and simplified 
tax rates. The new Czech government, 
formed in 2010, has plans for further 
extensive changes within the tax arena, 
including the preparation of a new 
income taxes act. PwC Czech Republic 
will participate in this key project as part 
of the working group put together by the 
Ministry of Finance.

The current wording of the income taxes 
act is around 18 years old and, during 
this time, hundreds of amendments have 
been made. This has led to a complex 
and difficult system of exemptions and 
exceptions for both individuals and 
companies. A detailed review of the 
current income taxes act is an essential 
first step for the government. But it is 
likely that the legislation process will 
need wide political consensus and may 
therefore take some time to progress.

A key theme explored at the time of 
the Paying Taxes 2010 launch was the 
need for easy communication with tax 
offices and transparent rules for tax 
inspections to help build a more cohesive 
and effective tax system. The Ministry 
of Finance recognises the importance 
of these issues, and from 1 January 
2011, will begin a series of projects to 
simplify tax administration and help 
taxpayers become more comfortable 
with the system.

A new tax administration act will become 
effective from 1 January 2011, replacing 
the current tax code which has existed 
since the early 1990s. The original focus 
of the code was to combat tax avoidance, 
but it became complex and characterised 
by ambiguous terminology. As a result,  
the cost of tax administration in the 
Czech Republic has become among 
the highest in the EU. The new tax 
administration act should significantly 
increase the rights of taxpayers, 
unify and simplify the rules of the tax 
proceedings, and reduce the costs of 
tax administration and tax inspections. 
A more effective tax administration, 
with administrators specialising in 
different types of companies, will be 
established for large companies with 
annual turnover exceeding CZK 2 billion 
(USD 100 million), for banks, and for 
insurance and re-insurance companies. 
An increased number of binding rulings 
issued by the tax office in many more 
areas of taxation will also be helpful 
for taxpayers.

Simplified and 
more efficient tax 
administration 
to benefit both 
government 
and business 

Czech Republic
2011 2006

Total Tax Rate 48.8% 49.6%

Number of hours 557 930

Number of payments 12 27

Lenka Mrazova, PwC Czech Republic

The Czech Republic’s Paying Taxes 
results for the time spent to administer 
and pay taxes have been a significant 
incentive for the government to 
accelerate the implementation of a 
single revenue agency. Each month, 
Czech taxpayers are currently required 
to produce forms and pay taxes, 
social security and health insurance 
contributions to several independent 
offices. The introduction of the single 
revenue agency will help streamline 
these bureaucratic procedures and 
unify the administration of taxes, 
social security and health insurance 
contributions into one office. A further 
reform regarding how the tax base is 
assessed as well as restructuring the 
physical location of tax offices should 
follow soon. This will also help to reduce 
the number of hours required to comply 
with the tax system.

While it may be difficult for governments 
to decrease or even keep tax rates 
constant in times of tight state budgets, 
reducing the administrative burden 
can always be a win-win measure, 
delivering benefits to both government 
and business.
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The Middle East region is considered 
by many to be a tax-free environment. 
While this may be true with respect to 
the absence of personal income tax, in 
most  GCC countries (Bahrain, Kingdom 
of Saudi Arabia, Kuwait, Oman, Qatar, 
United Arab Emirates) it is certainly 
not true when considering the broader 
subject of direct and indirect taxation.

The subject of taxation in the Middle 
East is increasingly of interest to the 
business community, especially as 
governments attempt to develop and 
maintain economic and fiscal policies 
that promote foreign direct investment. 
This challenge is complicated by the fact 
that some jurisdictions in the GCC levy 
corporate income tax on the business 
activities of foreigners operating in the 
GCC, but not on those of their nationals 
or other GCC nationals. That is to 
say, taxation can be dependent upon 
citizenship in some jurisdictions within 
the Middle East region.

A number of international government 
agencies have highlighted the need for 
GCC governments to diversify their 
revenues via the development of a 
comprehensive fiscal policy to bring 
a reliable and sustainable level of 
government revenue (from taxation) 
throughout economic cycles. The 
absence of such a policy poses serious 
risks to a government’s ability to manage 
its individual economy when free trade 
agreements may result in the elimination 
of existing forms of government 
revenue (specifically customs duties) 
and where governments rely on the 
sale of commodities, specifically oil and 
gas (which are subject to volatile price 
movements), as a supplementary source 
of revenue. 

With this in mind, governments in the 
GCC are now looking at these challenges 
and are discussing fiscal policy and 
the need to introduce new taxes - 
specifically consumption taxes. The 
challenge, however, is that governments 
want to maintain a competitive fiscal 
landscape while at the same time 
generating additional tax revenue. GCC 
governments are not sure how to address 
this objective, especially when they are 
keen to preserve a tax-free environment.

Recent rewrites of corporate tax laws in 
Qatar, Kuwait and Oman are examples of 
change in the region. These rewrites are 
resulting in an expanded tax base and 
the collection of taxation on cross-border 
transactions via the introduction of 
withholding taxes. These developments 
are likely to continue and may include 
the introduction of new taxes.

The Paying Taxes study is a useful 
benchmark for the region against other 
tax systems and highlights what changes 
are being made in other jurisdictions 
around the world. Considering the 
general absence of personal and 
corporate income taxation for citizens of 
GCC countries (whether professionals, 
sole proprietorships or companies), it 
is not surprising that GCC territories 
currently feature prominently in Paying 
Taxes 2011. 

That said, it is important to recognise 
that the methodology of Paying Taxes 
assumes local ownership. This means 
that, in many GCC jurisdictions, 
corporate income tax is not levied 
on the case study company. Indeed 
taxation in many GCC jurisdictions is 
limited to social security taxes and other 
miscellaneous indirect taxes. This is not 
the case more broadly in the Middle East 
region where corporate income tax is 
levied on company profits. 

As indicated above, the subject of tax 
in the GCC is emerging as an area of 
focus for governments. So far, the 
GCC countries have maintained their 
lower rankings in Paying Taxes 2011. 
The challenge however is whether 
governments in the GCC can remain 
internationally competitive given 
the reform agenda that appears to 
be developing. 

Reform in resource-
rich economies

The Gulf Cooperation Council 
countries

2011 (av.) 2006 (av.)

Total Tax Rate 15.3% 15.7%

Number of hours 57 63

Number of payments 14 14

Dean Rolfe, PwC Middle East
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The Total Tax Rate (TTR) paid by 
TaxpayerCo in Ghana has seen a 
reduction from a high of 40.1% in 
2006 to a current 32.7%. This is 
mainly due to reductions made to the 
corporate tax rate -  from 32.5% in 
2004, to 28% in 2005, and then to 25% 
for fiscal year 2006. Social security 
contribution is a significant cost in 
computing the TTR under the Paying 
Taxes methodology, as it forms part 
of the legal obligation/mandatory 
contribution for TaxpayerCo’s operations 
in Ghana. This cost constitutes 40% of 
TaxpayerCo’s TTR. This further stresses 
the point that ‘other payments’ made to 
the government are as significant as the 
corporate taxes paid by TaxpayerCo.

On 31 December 2009, the Parliament 
of Ghana gave assent to the Ghana 
Revenue Authority (GRA) Act. The GRA 
brings together all the revenue collecting 
agencies (Value Added Tax (VAT), 
Internal Revenue Services (IRS) and 
Customs, Excise and Preventive Services 
(CEPS) organisations) into one body. 
This is expected to improve customer 
service for taxpayers and bring Ghana 
up to international standards in terms of 
a tax administrative structure. However, 
it is yet to be seen if this new structure 
will have an effect on the number of 
payments and on the time spent making 
tax payments to the tax authorities. As 
seen from the recent PwC study on the 

impact of VAT compliance on business, 
VAT compliance tends to be more time-
consuming in countries where indirect 
taxes are administered by a separate 
tax authority to that of income tax. 
Currently, direct and indirect taxes are 
administered by different tax authorities 
in Ghana and these are usually at 
different physical locations. TaxPayerCo 
has to make five payments to the IRS 
and 12 payments to the VAT Service per 
annum. This contributes to the overall 
time of 224 hours needed to comply with 
TaxpayerCo’s tax obligations.
 
As part of the GRA Act, all revenue 
institutions will move on to an electronic 
platform. Units for medium and low 
taxpayers will also be set up to meet 
the special needs of these different 
categories of taxpayers. This will help 
to improve service and reduce the 
number of hours that TaxpayerCo spends 
paying taxes and resolving issues with 
the tax authorities. It is not yet certain 
if this electronic platform will include 
electronic filing or electronic payment of 
taxes. TaxpayerCo makes 33 payments 
and spends 224 hours on tax compliance 
each year in Ghana. Part of this can be 
attributed to the current withholding 
tax system. A revision of this system, 
including lowering the rate and allowing 
selected taxpayers to pay by installment, 
could potentially reduce the number of 
hours and payments.

An important issue facing businesses in 
Ghana relates to VAT and withholding 
tax refunds. As shown in PwC’s survey 
on tax administration, which was carried 
out as part of Paying Taxes 2010, it 
takes an average of three months from 
lodging a refund request to receiving the 
cash in Ghana. Although this compares 
favourably to other countries in the 
Africa Union, where a third of countries 
in the survey reported that it takes 
more than a year to receive a refund 

request, this falls short when compared 
to economies in the OECD or EU. In 
these economies, at least 60% of survey 
respondents said the average time taken 
to receive a refund was three months 
or less. 

Currently, the VAT Service requires 
an audit before a refund of excess VAT 
payment is made to a business. While 
VAT refunds can be received within 
three months on average, withholding 
tax refunds, on the other hand, can take 
over six months. Streamlining the refund 
process could free up cash flow needed 
to fund business activity. 

Improving Ghana’s rating in the Paying 
Taxes standings extends beyond 
reducing tax rates. Other areas which 
can be improved include making it easier 
to pay both direct and indirect taxes at 
the same tax office. Another option may 
be to merge registration for taxes within 
a single tax body instead of the current 
situation where companies have to 
register separately with different bodies 
for VAT and income taxes.

More focus on tax 
administration and  
the compliance 
burden for business

Ghana
2011 2006

Total Tax Rate 32.7% 40.1%

Number of hours 224 304

Number of payments 33 37

Darcy White, PwC Ghana
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The Paying Taxes study continues 
to be useful in providing objective 
analysis on the amount a medium-size 
company must pay or withhold in taxes 
in a given year, and on the weight of 
the compliance burden. The survey 
also continues to be a useful guide for 
administrative reform. 

There are some interesting developments 
to report with regards to the tax regime 
in India. On the direct tax front, in 
2009, the government released a new 
draft direct tax code (DTC) for public 
comment. Subsequently, in August 
2010, a revised DTC Bill was tabled in 
parliament, aimed at simplifying the old 
Income Tax Law which was originally 
enacted in 1961. In addition, a new dual 
Goods and Services Tax (GST) structure 
has been proposed which may come into 
force in 2011. There are also proposals 
to integrate the current central and state 
indirect tax levies (including excise duty 
(CENVAT), service tax, VAT (local sales 
tax), entertainment tax, luxury tax, etc.) 
into a dual GST comprising a central 
GST (CGST) and a state GST (SGST). 
The standard rate of CGST will be 10% 
on goods and 8% on services. A SGST 
will also be levied at the same rates. 
The proposed rate of 10% for goods is 
stated to progressively decline to 8% in 
a phased manner, so that the combined 

effect of the two GSTs will reduce to 
16% from an initial 20%. It is expected 
that the implementation of this new 
GST regime will reduce the Total Tax 
Rate in India, as the taxes levied under 
a GST regime will be taxes collected, 
but not necessarily borne, by the case 
study company.

In recent years, there has been progress 
in the use of online filing and payment 
in India. The online payment facility 
for VAT in Mumbai is now operational 
and the filing process for corporate 
tax returns in India has become 
paperless following the introduction 
of a mandatory requirement for these 
tax returns to be digitally signed. 
Previously, the tax returns were filed 
electronically, but digital authentication 
of these returns was optional. We 
also understand that the Income Tax 
Department is undertaking an extensive 
exercise to enable many income tax 
related forms to be completed online. 
A similar project has already been 
successfully implemented for filings 
required under the Companies Act. 
 

Rahul Garg, PwC India

A proposed new 
integrated Goods 
and Services Tax 
to reduce both 
the cost and 
compliance burden

India
2011 2006

Total Tax Rate 63.3% 65.5%

Number of hours 258 264

Number of payments 56 55
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Paying Taxes has been a good point 
of reference for the Republic of Korea 
government in terms of assessing the 
competitiveness and effectiveness of 
the local tax system. It has also allowed 
the Korean system to be benchmarked 
against measures being taken by other 
countries to improve their compliance 
environment for taxpayers. The current 
government is aiming to create a more 
business-friendly environment and is 
keen to improve the ease of paying taxes 
ranking for the Republic of Korea by 
adopting appropriate reforms.

The most noticeable change for the 
country in Paying Taxes 2011 is a 
reduction in the Total Tax Rate (TTR) 
from 36.4% in 2006 to 29.8% this 
year. This is mainly due to the gradual 
reduction in the corporate income tax 
rates from 14.3% in 2006 to 12.1% 
in 2009 (for amounts up to KRW 100 
million) and from 27.5% in 2006 to 
24.2% in 2009 (for amounts thereafter). 
The TTR is now one of the lowest among 
the developed and emerging economies. 
The government intends to reduce the 
corporate income tax rate further with 
the headline rate reducing from 24.2% 
to 22% from 2012. 

Reducing compliance costs is also on 
the government’s agenda. The number 
of hours has fallen by 40 hours since 
2006 as online systems have developed. 
As part of the initiative to improve the 
future tax compliance environment, the 
government implemented an electronic 
VAT invoicing system in 2010 (which 
will become mandatory from 2011). 
The electronic VAT invoicing system is 
expected to help reduce the costs of tax 
compliance significantly, building on 
the introduction of the electronic tax 
filing system in 2005. This new system 
will mean that taxpayers are no longer 
required to issue a paper VAT invoice and 
maintain a hard copy of these invoices, 
as this will be done electronically. It is 
therefore hoped that the compliance 
time for VAT taxpayers will fall. And as 
the VAT invoice is basic evidence not 
only for the VAT return, but also for the 
corporate income tax (CIT) return, these 
improvements should help reduce CIT 
compliance time too. 

In July 2010, a consolidated VAT 
payment regime was extended to 
apply to all VAT taxpayers. Taxpayers 
are now able to make one payment 
to the tax office for the VAT liability 
for all their business places. The new 
consolidated VAT payment regime 
is expected to reduce the number of 
tax payments per taxpayer. Although, 
given the characteristics of the Paying 
Taxes case study company, this change 
is not expected to impact the Paying 
Taxes results.

Similar developments are also underway 
for corporate income tax. One of the 
most significant developments in the 
country’s corporate income tax system 
during 2010 was the introduction of 
the consolidated tax return regime. A 
corporate group is now allowed to elect 
to file a consolidated tax return. The 
Republic of Korea government expects 
this new regime to promote neutrality 
of taxation and improve tax efficiency 
for corporate groups. But again, this will 
not impact the Paying Taxes results as 
there is no group of companies in the 
assumptions used.

The government is to continue its efforts 
to achieve an effective tax regime, and 
to benchmark itself against overseas tax 
compliance systems in order to ensure 
that the Korean tax system remains 
competitive. However, the current 
economic recession and the need to 
secure a robust government budget is 
also shaping future policy initiatives. 
It is likely that the government will 
reduce tax rates further and introduce 
measures to broaden the tax base with 
the future imposition of stamp duty on 
the Exchange Traded Funds and listed 
derivatives. It may also abolish some 
existing stamp duty exemptions for 
publicly placed funds and the exemption 
from capital gains for offshore listed 
shares invested by a domestic fund.

Using Paying Taxes 
to benchmark the 
tax system

Republic of Korea
2011 2006

Total Tax Rate 29.8% 36.4%

Number of hours 250 290

Number of payments 14 14

Soo-Hwan Park, PwC Republic of Korea
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PEMUDAH (Malaysia’s ‘Special Task 
Force to Facilitate Business’, which 
reports to the Prime Minister) is 
continuing its efforts to improve the 
delivery of public services, and to 
enhance the business environment 
including tax competitiveness and 
efficiency. To measure its achievements, 
PEMUDAH tracks three key international 
reports including the World Bank and 
IFC’s Doing Business report and its ease 
of paying taxes indicators.

On 27 May 2010, PEMUDAH’s Focus 
Group on Paying Taxes (FGPT) released 
an article entitled, “Can Malaysia 
make it easier to pay taxes?” This was 
published in one of Malaysia’s leading 
newspapers. In the article, Chairman 
of the focus group, Datuk Chua Tia 
Guan, gives an insight into the initiatives 
taken by the group in continuing tax 
reforms for greater efficiency and ease 
of doing business. According to findings 
by the World Bank, four key successful 
tax reforms have been implemented 
around the world since 2005. These are 
highlighted in the article and include 
introducing online filing; combining 
taxes; simplifying tax administration; 
and reducing tax rates and broadening 
the base.

With these reforms in mind, and using 
the same methodology as the World 
Bank, PEMUDAH’s FGPT has examined 
the taxes and mandatory contributions 
that a medium-sized company in 
Malaysia must pay or withhold in a 
given year, as well as measuring the 
administrative burden in paying taxes.  
In effect, Malaysia’s Paying Taxes 
ranking is being used as a basis for the 
FGPT’s initiatives to make paying taxes 
easier across all the main taxes.

Probably the most significant measure 
implemented in 2010 has been the 
introduction of MyCOID. This allows 
companies to interact with different 
government agencies (including, 
the Inland Revenue Board, agencies 
administering social contributions, 
and the SME Corp -formerly known 
as the Small and Medium Industries 
Development Corporation) with just one 
standard identification number .

PEMUDAH also provides a glimpse of 
proposed measures to be implemented 
in the next stage of the FGPT’s plan for 
continuing tax reform. For business, 
these include compensation for late 
tax refunds (potentially in 2015), a 
reduction in the six-year timeframe 
within which a tax audit can be carried 
out in order to reduce the uncertainty 
for businesses, consolidation of certain 
tax payments into one payment, and 
the  standardisation of the definition of 
wages for the purpose of computing the 
various social contributions.

Aiming to be in the 
top ten for the ease 
of paying taxes 

Malaysia
2011 2006

Total Tax Rate 33.7% 36.0%

Number of hours 145 190

Number of payments 12 35

Chuan Keat Khoo, PwC Malaysia

Three years after its formation, 
PEMUDAH continues to pursue its 
mission of “driving the nation with 
more substantive improvements that 
create greater impact to the nation’s 
competitiveness and initiatives that 
make a difference to the life of the 
business community and the citizenry.”  
Its measure of success in achieving this 
vision is “to improve Malaysia’s ranking 
in the World Bank's Ease of Doing 
Business and reach the goal of being 
ranked among the top 10 nations”, (from 
PEMUDAH’s 2009 Annual Report). 
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This year’s Paying Taxes report again 
shows a significant fall in the number 
of hours that are needed by our case 
study to comply with its tax affairs 
in the Netherlands. This is consistent 
with the longer downward trend in 
the data since 2006. The drive to 
reduce compliance time was boosted 
by the successful launch of Paying 
Taxes 2009 in the Netherlands and the 
accompanying political debate over the 
results. This reduction is a key reason for 
the improvement to the overall Dutch 
ranking from 33 to 27 since last year. 
The Dutch government has consistently 
acknowledged the need to reduce 
the administrative burden of the tax 
system and has placed this objective 
at the forefront of its tax policy. In 
times of economic crisis, a reduction in 
administrative burden offers welcome 
relief for businesses, by reducing 
compliance costs and improving 
businesses’ cash flow position.

The substantial fall in the number of 
hours to comply, which is shown in this 
year’s results for the Netherlands, can 
be explained by the various measures 
that the Dutch government introduced 
most recently, and which have had an 
impact during the period of this year’s 
case study. 

An important temporary measure for 
VAT was introduced, giving companies 
an option to file quarterly instead of 
monthly. This measure can lead to 
a delay in VAT payments, improving 
companies’ cash flow, and may also 
result in a substantial decrease in the 
time taken to comply. Recently, the 
Minister of Finance announced that this 
temporary measure, initially introduced 
for 2009 and 2010, will be extended 
due to its success. Over 100,000 
entrepreneurs have made use of this 
measure so far.

With regards to corporate income tax, 
the procedure for filing returns has 
also been made easier with simplified 
rules for preparing annual accounts. 
As of 2009, these new rules allow 
the figures and bases used for the 
commercial accounts to also be used 
for the corporate income tax return for 
small and (to a certain extent) medium-
sized enterprises.

Ongoing political debate has also 
prompted the introduction of several 
other future measures which focus on 
reducing the time to comply. It is hoped 
that these measures will have a positive 
impact on future Paying Taxes results. 
They include a reduced administrative 
burden for employers with regards to 
newly-hired employees, the introduction 
of a common definition of wages for 
the wage withholding tax and the 
various social contributions, and a new 
work-related cost scheme for wage tax 
purposes. Although not applicable to 
our case study company, a significant 
improvement to the participation 
exemption regime, effective as of 
January 2010, should also have a 
positive effect on the tax system with 
regards to corporate income tax.

Following the recent elections, Dutch 
politicians are currently preoccupied 
with the formation of a new cabinet 
and so further substantial changes 
are not expected within the next few 
months. However, the commitments 
already made in relation to reducing 
the administrative burden are gradually 
being fulfilled, and should take 
further effect in the near future. The 
indicators show that there is still room 
for improvement in the Netherlands. 
We therefore hope that this important 
subject remains a key priority for the 
newly formed government - regardless of 
its political persuasion.

In times of 
economic crisis, 
reducing the tax 
compliance burden 
is at the forefront of 
tax policy

The Netherlands
2011 2006

Total Tax Rate 40.5% 48.5%

Number of hours 134 250

Number of payments 9 20

Roland Brandsma, PwC Netherlands
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Nigeria is currently pursuing various 
tax reforms which are geared 
towards achieving a business-friendly 
environment and simplified tax 
administration. The reforms include a 
proposed reduction in corporate and 
personal income tax rates, an increase 
in the VAT rate, and the development 
of a risk-based approach to enforcing 
tax compliance. 

The corporate income tax rate is to 
reduce from 30% to 20% while the 
top rate of personal income tax is to 
reduce marginally from 25% to 24%. 
This marginal reduction in the personal 
income tax rate will be accompanied by 
enhanced tax-free allowances, wider 
tax bands and reduced graduated rates 
for low-income earners. The proposal 
to increase VAT could see the rate go up 
to 15% from the current 5% in the near 
future. This will be implemented in a 
stepped manner over a couple of years. 
The shift in focus from direct to indirect 
tax is expected to widen the tax base, 
encourage voluntary compliance and 
reduce the cost of tax collection. 

The proposal to unify tax registration 
for all federal taxes has already been 
implemented in Nigeria. Taxpayers 
now only need a single registration for 
corporate income tax, VAT, capital gains 
tax and other federal taxes. Following 
this, a proposal to develop a unique 
tax identification number (UTIN) for 

all taxpayers across the three tiers of 
government – federal, state and local 
– has been initiated by the Joint Tax 
Board: the body of Nigeria’s federal 
and state tax authorities. The proposal 
was recently approved by the federal 
government, but implementation 
could take up to two years. When fully 
implemented, the UTIN will be used to 
create a National Taxpayer Database that 
will facilitate the movement towards a 
technology-enabled tax system for the 
country. This will move Nigeria’s tax 
administration and practice one step 
closer to global best practice. In addition, 
the project will provide better access 
to information (especially between 
tax agencies), reduce the multiplicity 
of taxes, and effectively increase the 
revenue to various tiers of government. 
Although the process is still at an early 
stage, it is expected that the initiative 
will include a strategy to harmonise or 
migrate the existing tax identification 
numbers into the UTIN and make 
compliance easier for taxpayers.

Some of the ongoing reforms are based 
on the new National Tax Policy (NTP) 
which has been undergoing fine-tuning 
for over two years. The final version 
of the NTP was approved in January 
2010 to serve as a reference point for 
future tax legislation and the evolution 
of the Nigerian tax environment in 
general. The NTP, however, requires the 
necessary legal framework to facilitate 
its implementation. 

Nigeria, with 35 tax payments and a 
32.2% Total Tax Rate, ranks well on both 
these indicators in the African Union. 
The one area, which negatively impacts 
the country’s overall ease of paying taxes 
ranking and requires focused attention, 
continues to be the vast amount of time 
(hours per year) required to comply 

with tax obligations. While there has 
been some reduction on this indicator 
since the Paying Taxes study was first 
undertaken, Nigeria still ranks 180 out of 
183 countries in the world - and is last in 
the African Union.

Another area requiring urgent attention 
is the length of time it takes to settle tax 
disputes. The process is currently very 
slow and ineffective and many states do 
not have a body in place to adjudicate 
in tax disputes, despite provisions in 
the law. At the federal level, the FIRS 
Establishment Act, enacted in 2007, 
established tax tribunals in the six 
geo-political zones. But, to date, the 
tribunals have only been constituted 
and are yet to become fully operational. 
As a result, many tax cases, which have 
been pending for well over two years, 
remain unresolved.

One step closer to  
global best practice

Nigeria
2011 2006

Total Tax Rate 32.2% 31.5%

Number of hours 938 1,120

Number of payments 35 35

Taiwo Oyedele, PwC Nigeria
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In recent years, Poland has made 
significant progress to ease the paying 
taxes process and this is reflected in the 
Paying Taxes results.

While the Total Tax Rate increased in 
Poland after 2006, it has reduced again 
in more recent years. There have been 
several tax rate reductions. The relevant 
legislative measures were passed in 2006 
and 2007, although some only came into 
force in 2009. The most important of 
these included substantial decreases in 
the social security and personal income 
tax (PIT) rates. The social security 
rate for employees dropped by five 
percentage points and, for employers,  
by two percentage points. 

There has been significant progress 
on procedural issues, and the time to 
comply for our case study company has 
fallen, as has the number of payments. 
This has been achieved partly through 
measures such as extending reporting 
periods. VAT changes that came into 
force in December 2008 have been 
particularly important. Taxpayers are 
now allowed to file quarterly instead 
of monthly. 

Alongside these measures, Polish 
law-makers have embarked on 
the task of encouraging the use of 
e-filing and introducing a modern tax 
e-administration. The initial stage was 
completed on 1 January 2008, when 
all businesses were given the option 
to file almost all tax returns online. 
The introduction of this e-filing system 
has not yet been fully successful as 
businesses have had to meet a number 
of formal requirements in order to 
participate. This may have discouraged 
some taxpayers, and there has been 
some reluctance to abandon the paper 
filing method. 

This reluctance to embrace e-filing is 
also evident among personal income 
taxpayers who have the option to file 
returns electronically. In 2009, only 
around 320,000 individuals (around  
2% of all PIT taxpayers) filed their 
returns online. Again, procedural issues 
are thought to have contributed to this.

Improving e-filing 
and a modern tax 
e-administration

Poland
2011 2006

Total Tax Rate 42.3% 40.9%

Number of hours 325 418

Number of payments 29 40

Katarzyna Czarnecka-Žochowska, 
PwC Poland

The ups and downs of the initiatives 
described above have been closely 
monitored by government. With 
this in mind, the Ministry of Finance 
commissioned a PwC survey to seek 
input and suggestions on how to 
improve the e-filing system for PIT. 
The government has also embarked on 
an even more ambitious task to set up 
a fully modernised e-administration. 
PwC is also assisting with this project. 
IT technologies will be used to register, 
gather and process tax information and 
this should reduce interactions between 
taxpayers and the tax authorities to a 
minimum. Furthermore, a wide range of 
PIT taxpayers will be given the option to 
have their tax returns pre-completed by 
the tax authorities. It is expected that the 
e-administration reform will be complete 
by the end of 2012.        
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Paying Taxes 2011 ranks Romania 151 
out of the 183 economies included in the 
study. This ranking is heavily influenced 
by the high number of tax payments in 
Romania: 113 are required during the 
course of a year, most of which relate to 
labour taxes. There is no electronic filing 
currently available. Romania’s continued 
low ranking arises not only because 
of the Romanian tax system itself, but 
also because of the tax reforms being 
implemented in other countries.

The Paying Taxes 2010 report was widely 
publicised in Romania. It attracted 
significant media attention, and 
stimulated good debate. However, so 
far, few actions have been taken by the 
Romanian government to simplify the 
tax system and ease the taxpayer’s fiscal 
burden. In fact, the trend has been for 
the compliance indicators to increase. 

Since the Paying Taxes study began, 
the Total Tax Rate (TTR) has fallen in 
Romania, mainly as a result of falling 
labour tax rates for social security, 
health insurance, and unemployment 
contributions. In the most recent years, 
the Romanian government has taken 
several measures to help support the 
business environment during the 
economic downturn. Taxpayers have 
been granted social security exemption 
during periods of temporary inactivity, 

and also the potential to defer tax 
liabilities under certain conditions. 
These measures, however, do not affect 
the TTR for the Paying Taxes case 
study company as the conditions do 
not apply to the assumptions made for 
the company.

The number of hours needed to comply 
with the major taxes has increased 
with much of this happening in the 
last year (from 202 hours in last year’s 
study to 222 hours currently). This 
is mainly due to the introduction of 
more burdensome requirements in 
relation to labour agreements, and 
also additional corporate income tax 
compliance procedures (for example, 
the requirement for more detailed 
analysis of accounting information in 
relation to sensitive items). Progress 
has, however, been made at the same 
time. The process for issuing electronic 
invoices, introduced in October 2009, 
has been simplified in order to improve 
the compliance process.

During 2010, the government has 
introduced several further fiscal 
measures aimed at helping to achieve 
budget deficit targets. These measures 
are expected to have an impact on the 
Paying Taxes indicators in the future. 
They include an increase in the VAT 
rate from 19% to 24%, along with 
the introduction of additional VAT 
compliance measures; an increase in 
other local taxes (e.g. vehicle tax, taxes 
on the issue of certificates, notices and 
authorisations for advertising); and 
the introduction of a new late-payment 
penalty system. 

Against the trend –  
a rising tax burden  
on business

Romania
2011 2006

Total Tax Rate 44.9% 57.2%

Number of hours 222 190

Number of payments 113 108

Peter de Ruiter, PwC Romania

The government has also postponed the 
introduction of a simplified advance 
corporate income tax payments 
system, initially planned for 2010, until 
2012. When the system is eventually 
introduced, it is expected that it will 
make the compliance procedure easier 
for the taxpayer and reduce the number 
of hours required. 

It is clear that additional measures to 
streamline the tax administration are 
necessary to help Romania become an 
important location on the investors’ 
map. The Paying Taxes indicators 
are proving to be a useful catalyst 
for discussions with officials in the 
Romanian government and provide an 
impetus for initiating comprehensive 
tax reforms. The launch event for 
Paying Taxes in Bucharest this year will 
represent another significant milestone 
in this process.
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Tax policy plays an integral role in 
Singapore’s strategy for being a major 
global business hub. The effectiveness 
and efficiency of Singapore’s tax system 
is evident from its consistent top ten 
rankings in the Paying Taxes study since 
it was launched five years ago. 

Singapore is ranked fourth for the 
overall ease of paying taxes in the latest 
study, with a decrease in Total Tax Rate 
(TTR) from 27.7% to 25.4% over the last 
year. This change in TTR is mainly due 
to tax reforms introduced progressively 
and aimed at enhancing Singapore’s 
long-term ability to attract investment 
and to weather the global financial crisis. 
Among other reforms, the prevailing 
corporate tax rate was reduced from 
18% to 17%, and a 40% property tax 
rebate was offered to ease business costs 
in the 2009 budget.
 
Interestingly, nearly 60% of the TTR 
consists of the employer component of 
a mandatory Central Provident Fund 
(CPF) contribution. The cash burden 
incurred by employers from CPF 
contributions was reduced from  
1 January 2009 to 30 June 2010  
through the introduction of a Jobs Credit 
Scheme. Under this innovative initiative, 
an employer received a 12% cash grant 
in 2009 (reduced to 6% and 3% in 
2010) on the first S$2,500 of qualifying 

monthly wages. Over S$4.3 billion in 
jobs credits was paid out in total. The 
impact is nonetheless not evident in 
Singapore’s TTR results as the credits 
are not deductible for tax purposes, nor 
taxable in the hands of companies that 
received them. 

Singapore’s five tax payments are an 
indication of the efficiency of the tax 
system when compared to the global 
average of 30 payments. These taxes, 
each spread over different tax bases, 
ensure the stability of Singapore’s 
tax revenues and the ability to make 
sustainable public investment for 
the future. 

In line with the low TTR rate and 
relatively few tax payments, Singapore’s 
low time-to-comply of 84 hours shows a 
business-friendly approach towards tax 
collection through e-filing, simplified 
forms and efficient administration.  

Discussions for reform are, however, 
continuing. Following the launch of each 
Paying Taxes study over the past few 
years, the Singapore tax authorities have 
engaged with PwC Singapore to discuss 
ways in which the tax system could be 
made more efficient and effective in 
comparison to peer economies. 

Consistently in 
the top ten but 
striving for further 
efficiencies

Singapore
2011 2006

Total Tax Rate 25.4% 27.7%

Number of hours 84 80

Number of payments 5 5

David Sandison, PwC Singapore

Despite Singapore’s excellent results in 
the Paying Taxes study, the methodology 
used for the calculations does not 
capture the full extent of the Singapore 
tax system for companies. This is due 
to  the domestic and restricted-activity 
profile of the case study company used 
in the report. There are a number of 
tax incentives, rebates, tax deductions 
and tax treaties available in Singapore 
which do not apply to TaxpayerCo. 
Enhanced deductions, tax loss reforms 
and grants are also being introduced 
to encourage investments, innovation, 
and entrepreneurship. A Total Tax 
Contribution study using data from real 
companies in Singapore could provide 
further insights on the effectiveness and 
efficiency of the system.
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Since the Paying Taxes study began, 
there has been a downward trend in 
South Africa’s results brought about by 
falling corporate income tax rates, and 
a broad-based drive towards electronic 
filing and simplifying tax returns. In 
the wake of the recession, it is expected 
that the South African government 
will maintain its focus on tax policy 
and reform.

The global economy experienced its 
deepest recession in seven decades, 
precipitating South Africa’s first 
recession in 17 years.  In South Africa, 
the depth of the domestic downturn is 
best measured not in GDP figures, but in 
human terms. More than 900,000 people 
have lost their jobs since the crisis began. 
This has had a significant effect on their 
lives and on the livelihoods of millions of 
South Africans.

Tax policy has been used as an important 
instrument to aid recovery from the 
economic downturn. South Africa has 
focused in particular on maintaining 
stability. The National Treasury applied 
long-term principles in the budget 
process. These included protecting the 
poor; sustaining employment growth 
and expanding training opportunities; 
building economic capacity and 
promoting investment; and addressing 
the barriers to competiveness that limit 
an equitable sharing of opportunities. 

In driving this agenda, it has also been 
necessary to maintain a sustainable 
debt level so that actions today do not 
constrain development tomorrow. This 
has therefore been a rather conservative 
approach with expectations for output 
growth to improve, supported by public 
infrastructure spending, lower interest 
rates, the effect of 2010 FIFA World 
Cup and a possible recovery in the 
world economy.

New taxes identified and implemented 
include an environmental levy on 
electric filament lamps (non-energy 
saving). An environmental levy on motor 
vehicle carbon emission levels (the 
more fuel-efficient the car, the less tax is 
charged) will also be implemented in the 
near future. The promotion of a greener 
economy occupies a firm position high 
up on the government’s agenda. This 
includes processes to encourage energy 
efficiency and reduce harmful emissions, 
some of which have tax implications. 
Although tax implications may limit 
important economic growth, this 
approach also protects South Africa’s 
future. In this regard, the high cost of tax 
compliance will remain an issue.

The results of the Paying Taxes studies 
and the empirical work conducted by 
PwC South Africa in its third annual 
Total Tax Contribution (TTC) survey 
for large South African companies 
have been widely publicised in South 
Africa. The TTC survey shows that 
despite the recession, the largest 
companies in South Africa continue 
to contribute a significant proportion 
of the country’s overall tax receipts. 
These results confirm the importance 
of large South African companies to 
the local economy. Paying Taxes has 
proved to be an objective investment 
tool that provides investors with access 

to information on performance in tax 
policy and administration matters. 
It also provides policymakers with 
objective information that can be used 
to plan the tax landscape of the future. 
At the same time, other studies based 
on the TTC Framework, in particular, 
the global mining study, are important 
in identifying  key investment sectors 
and opportunities within the South 
African economy.

As with the boom period prior to 2008, 
the global recession will result in 
sweeping changes to the world economic 
landscape. Major industries, from 
automobiles to telecommunications and 
energy, are undergoing restructuring 
and rapid evolution. There is no doubt 
that tax revenues in South Africa will 
remain under extreme pressure and 
current indications are that the focus of 
tax policy will remain on the stability of 
the national economy.

Tax policy in the 
wake of recession 

South Africa
2011 2006

Total Tax Rate 30.5% 38.1%

Number of hours 200 350

Number of payments 9 12

Paul de Chalain, PwC South Africa
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The global financial downturn resulting 
from the financial crisis of 2008/9 has 
prompted many governments to revisit 
their fiscal policy. In Switzerland, such 
analysis reveals a relatively solid level 
of state financing and a moderate level 
of public debt. This healthy balance 
between public spending and fiscal 
revenues allows Switzerland to retain a 
relatively attractive fiscal environment, 
characterised by stability and gradual 
but steady improvement. The Doing 
Business and Paying Taxes studies 
document this sustainable path.

Since Paying Taxes 2006 was published, 
the Swiss results have remained virtually 
the same, with only minor variances in 
the Total Tax Rate (TTR). It should be 
noted that the Swiss corporate income 
tax rate – one of the most important 
components of the TTR –  varies due to 
cantonal tax laws, which can cause tax 
rates to differ quite substantially. Zurich, 
the location for the case study company 
in this study, ranks at about the average 
of all cantons. Moreover, international 
businesses operating out of Switzerland 
may also qualify for lower corporate tax 
rates if certain conditions apply. 

There have been a number of recent 
changes in the tax law in Switzerland. 
For direct federal tax purposes, the 
conditions for the application of 
participation relief will be relaxed 
as of 2011. The cantons will have to 
implement this too, though timing may 
vary. The capital contribution principle 
will also be introduced, allowing 
contributed surplus to be returned to 
shareholders free of Swiss withholding 
tax from 2011. From August 2010, the 
so-called ‘10/20 non-bank rule’ has been 
relaxed (i.e. withholding tax and stamp 
duties are eliminated on inter-company 
treasury activities if certain conditions 
are met). 

Moreover, as part of the announced 
corporate tax reform, further 
improvements to the corporate income 
tax regulations are currently being 
developed. Among the proposals 
discussed are the following: the abolition 
of issuance stamp duty, further changes 
to the participation relief system, and 
the introduction of the ability to carry 
forward tax losses without limitation 
(currently limited to seven years). 

These revisions will benefit all 
companies in Switzerland, including 
small and medium sized enterprises 
on which the Paying Taxes analysis 
is based. They will also help to settle 
ongoing issues with the European Union 
concerning preferential tax regimes and 
to strengthen Switzerland’s position 
as a reliable and attractive location for 
international investment.

Progress during the 
crisis and beyond

Switzerland
2011 2006

Total Tax Rate 30.1% 29.9%

Number of hours 63 63

Number of payments 19 20

Armin Marti, PwC Switzerland

Offering a fiscal environment which is 
attractive to international businesses 
is of vital importance to Switzerland, 
bearing in mind the country’s small 
size, its limited domestic market and 
the absence of any significant natural 
resources that could be fiscally exploited. 
Switzerland has realised that, in order 
to provide a stable and prosperous 
legal and fiscal environment beyond 
national borders, it is necessary to 
ensure cross-border transparency. The 
Swiss government has therefore recently 
accepted the OECD’s information 
exchange standards. By combining 
a ‘local approach’ with international 
cooperation and partnerships, 
Switzerland represents a country with 
an internationally competitive and 
transparent tax system. 
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London hosted the first global launch 
event for Paying Taxes in November 
2006. At this time,  the UK had a ranking 
of 11 out of the 178 economies included 
in the study. Since then, the UK’s 
position has gradually fallen to a current 
ranking of 16. Changes that have been 
made to the UK tax system during this 
time are clearly reflected in the Paying 
Taxes results. 

The change in the Total Tax Rate (TTR)  
has had the most significant impact on 
the overall result. Although the UK’s 
statutory rate for corporation tax has 
fallen, other changes to the tax system  
have resulted in an increase in the 
amount of tax paid by our case study 
company. The reduction in the rate at 
which capital allowances can be claimed 
for the purchase of fixed assets and 
equipment has had a particular impact. 

The number of payments in the UK has 
remained constant at eight, reflecting the 
payment of one profit tax (corporation 
tax), one labour tax (national insurance 
contributions), and six other taxes 
(including VAT, business rates, landfill 
tax, vehicle licence tax, insurance 
premium tax and fuel duty). However, 
the UK has fallen behind other countries 
which have improved their systems with 
electronic filing and joint payments. 

The number of hours required for tax 
compliance has increased slightly to 110. 
This reflects the recent changes that have 
been made to the rate of VAT and the 
necessary additional administration that 
was required to implement the change. 

As for many other economies, the last 
two years have been a particularly 
turbulent period for the UK, with 
the banking crisis beginning in 2008 
and continuing throughout 2009. It 
is only since the end of 2009 that the 
UK economy has gradually moved out 
of recession. But the pace of growth 
remains slow and the recession has left 
the country with a large structural deficit 
to deal with. 

In 2010, the UK elected a new coalition 
government which has stated that its 
priority revolves around tackling this 
deficit. The three key tools at its disposal 
are efficiency savings, spending cuts and 
the tax system. In its emergency budget 
in June 2010, the government set out a 
five-year plan. This included a reduction 
in the main rate of corporation tax from 
28% to 24% over the course of  four 
years from April 2011. A  reduction in 
the small companies rate to 20% is also 
planned from April 2011. Both these 
measures are aimed at ensuring the UK 
tax system remains attractive alongside 
peer group economies. 

However, the rate at which capital 
allowance deductions are available for 
capital spend will also fall further to 
better reflect economic depreciation 
rates. And the rates for Insurance 
Premium Tax and VAT are due to 
increase from January next year, along 
with the rate for landfill tax from 
April 2011. 

Coming out of 
the recession 
and facilitating 
business growth

United Kingdom
2011 2006

Total Tax Rate 37.3% 35.8%

Number of hours 110 105

Number of payments 8 8

Barry Marshall, PwC UK

With the exception of the VAT change, 
we can expect that all of these changes 
will have an impact on the TTR for our 
case study company in the UK. The 
changes to the VAT rate will not however 
affect the TTR, as this is not a tax borne 
for our case study company. But, subject 
to any other changes that might have an 
impact on the administrative procedures 
for compliance, the proposed VAT 
changes will result in an increase in the 
time-to-comply to reflect the extra time 
needed to deal with the rates changes. 

Getting the balance right between 
raising revenues and ensuring that 
business activity is not inhibited is key. 
Other research undertaken by PwC in 
the 2010 edition of the Global Family 
Business survey, and in last year’s 
Enterprising UK survey suggests that 
business is still concerned about the tax 
system. There is a plea from business for 
simple tax rules, reduced administrative 
burden and, most of all, for a period of 
certainty and stability in the tax system.
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The Paying Taxes results for Zambia 
have changed little since 2006. The 
Total Tax Rate (TTR) has reduced only 
slightly, while there has been no change 
in the time to comply or in the number 
of payments.

The low TTR is largely a result of 
the government prioritising the 
manufacturing industry as a potential 
growth area. A number of fiscal 
incentives have been granted including 
50% capital allowances, a 10% initial 
allowance on investments in industrial 
buildings, and a 10% investment 
allowance. These incentives drive down 
the corporate income tax element of the 
TTR so that the effective rate is much 
lower than the statutory corporate 
income tax rate (referred to on page 
32 of this publication). Although not 
applicable to our case study company, 
there are additional incentives available 
to the manufacturing sector, with the 
statutory corporate income tax rate 
reduced to 15% for income relating to 
the export of non-traditional products. 

The government has also implemented 
incentive regimes in relation to the 
tax cost focused on sectors such as 
mining, agriculture, and tourism. 
With mining being the major source of 
foreign exchange  for the country, and 
with the recent copper price recovery 
on international markets, government 
has come under increasing pressure to 
reintroduce the windfall tax on mining 
profits to increase the tax take from 
this sector.

In addition to its 12 VAT payments, 
TaxpayerCo also has 12 payments to 
make for pension contributions, five 
payments for corporate income tax, 
four motor vehicle license payments, 
and one payment each for interest and 
medical levy, property transfer, workers 
compensation and fuel tax. Efforts have 
been made to ease the burden of paying 
these taxes, with the introduction of an 
electronic payment system which allows 
companies to pay their tax by electronic 
transfer. But the payments indicator for 
Zambia in the Paying Taxes study is still 
high, as the country does not yet have an 
electronic filing system.

Tax policy is on the Zambian 
government’s agenda and following 
the introduction of the Customer 
Charter by the revenue authority in 
2009, there are continuing efforts being 
made to improve service delivery for 
the taxpayer. The charter sets out a 
commitment to improve efficiency with 
some minimum standards. It remains 
to be seen whether these initiatives 
improve the tax environment for 
companies like TaxpayerCo.

Incentives for  
business investment

Zambia
2011 2006

Total Tax Rate 16.1% 16.5%

Number of hours 132 132

Number of payments 37 37

Jyoti Mistry, PwC Zambia 
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Appendix 1: The Paying Taxes methodology

Doing Business records the taxes 
and mandatory contributions that a 
medium-size company must pay in a 
given year as well as measuring the 
administrative burden of paying taxes 
and contributions. The project was 
developed and implemented by the 
World Bank and IFC in cooperation with 
PwC. Taxes and contributions measured 
include profit or corporate income tax, 
social contributions and labour taxes 
paid by the employer, property taxes, 
property transfer taxes, dividend tax, 
capital gains tax, financial transactions 
tax, waste collection taxes, vehicle and 
road taxes, and any other small taxes 
or fees. The ranking on the ease of 
paying taxes is the simple average of the 
percentile rankings on its component 
indicators (see diagram opposite).

Figure A1.1
Paying Taxes: tax compliance for a local manufacturing company

Rankings are based on three sub-indicators

Time (33.3%):
Number of hours per year to  

prepare, file returns and pay taxes

Payments (33.3%):
Number of tax payments per year

Total Tax Rate (33.3%):
Firm tax liability as % of 

profits before all taxes borne
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Doing Business measures all taxes and 
contributions that are government-
mandated (whether federal, state 
or local), and which apply to the 
standardised business and have an 
impact in its financial statements. In 
doing so, Doing Business goes beyond 
the traditional definition of a tax. As 
defined for the purposes of government 
national accounts, taxes include only 
compulsory, unrequited payments to 
general government. Doing Business 
departs from this definition because it 
measures imposed charges that affect 
business accounts, not government 
accounts. The main differences relate 
to labour contributions. The Doing 
Business measure includes government-
mandated contributions paid by the 
employer to a requited private pension 
fund or workers’ insurance fund. 
The indicator includes, for example, 
Australia’s compulsory superannuation 
guarantee and workers’ compensation 
insurance. It should also be noted that, 
for the purpose of calculating the Total 
Tax Rate (TTR) (defined later in this 
section), only taxes borne are included. 
For example, value added taxes are 
generally excluded (provided they 
are not irrecoverable) because they 
do not affect the accounting profits 
of the business – that is, they are not 
reflected in the income statement. They 
are however included for the purpose 
of the compliance measures (time and 
payments) as they add to the burden of 
complying with the tax system. 

Doing Business uses a case study scenario 
to measure the taxes and contributions 
paid by a standardised business and 
the complexity of an economy’s tax 
compliance system. This case scenario 
uses a set of financial statements and 
assumptions about transactions made 
over the year. Tax experts from a number 
of different firms in each economy 
(including PwC), compute the taxes and 
mandatory contributions due in their 
jurisdiction, based on the standardised 
case study facts. Information is also 
compiled on the frequency of filing and 
payments, as well as the time taken to 
comply with tax laws in an economy. 

The timeline overleaf summarises the 
annual process for collecting the Paying 
Taxes data. 
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Questionnaire is 
reviewed by the World 
Bank, IFC and PwC 
Paying Taxes teams.

Improvements to 
indicator and non-
indicator questions 
implemented.

Clearance of revised 
questionnaire by 
World Bank and IFC 
management team.

Distribution of the 
questionnaire by 
the World Bank 
and IFC team to 
the contributors 
in each economy, 
including PwC.

Completion of the 
questionnaire by 
contributors with a 
facility to raise queries 
with the World Bank 
and IFC.

January February March April May June

To make the data comparable across 
economies, a number of assumptions 
about the business and the taxes and 
contributions are used. 

Assumptions about 
the business
The business:
• is a limited liability, taxable company. 

If there is more than one type of 
limited liability company in the 
economy, the limited liability form 
most popular among domestic firms 
is chosen. The most popular form is 
reported by incorporation lawyers or 
the statistical office.

• started operations on 1 January 2008. 
At that time, the company purchased 
all the assets shown in its balance 
sheet and hired all its workers.

• operates in the economy’s largest 
business city.

• is 100% domestically owned and 
has five owners, all of whom are 
natural persons.

• has a start-up capital of 102 times 
income per capita at the end of 2008.

• performs general industrial or 
commercial activities. Specifically, 
it produces ceramic flowerpots 
and sells them at retail. It does not 
participate in foreign trade (no 
import or export) and does not 
handle products subject to a special 
tax regime (for example, liquor 
or tobacco).

• at the beginning of 2009, owns 
two plots of land, one building, 
machinery, office equipment, 
computers and one truck. It also 
leases one truck.

• does not qualify for investment 
incentives or any benefits apart from 
those related to the age or size of 
the company.

Figure A1.2
Timeline summarising the annual process for collecting the Paying Taxes data

Dialogue with governments on the results for individual economies and regions

Input from users of the publication and other interested parties including international organisations and institutions

Review of the questionnaires submitted by the 
World Bank and IFC team. Identification of issues 
arising from the data, and investigation of these 
with the contributors (typically there are four 
rounds of interaction between the contributors 
and the World Bank and IFC team).

Any suggested changes to the indicators are 
investigated further with the contributors and then 
verified with other third party contributors. The 
change is only made if it is substantiated. 
Finalisation and input of the data into the World 
Bank and IFC model.

Calculation and finalisation of the indicators 
and rankings.

Clearance of these figures with the World Bank 
and IFC management.
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Drafting of the Paying Taxes publication.

July August September October November December

• has 60 employees: four managers, 
eight assistants and 48 workers. All 
are nationals, and one manager is 
also an owner. The company pays 
an additional medical insurance 
for employees (not mandated by 
any law) as an additional benefit. 
In addition, in some economies, 
reimbursable business travel and 
client entertainment expenses are 
considered fringe benefits. When 
applicable, we assume that the 
company pays the fringe benefit tax 
on this expense or that the benefit 
becomes taxable income for the 
employee. The case study assumes no 
additional salary additions for meals, 
transportation, education, or others. 
Therefore, even when such benefits 
are frequent, they are not added to 
or removed from the taxable gross 
salaries to arrive at the labour tax or 
contribution calculation.

• has a turnover of 1,050 times income 
per capita.

• makes a loss in the first year 
of operation.

• has a gross margin (pre-tax) of 20% 
(i.e. sales are 120% of the cost of 
goods sold).

• distributes 50% of its net profits as 
dividends to the owners at the end of 
the second year.

• sells one of its plots of land at a profit 
at the beginning of the second year.

• has annual fuel costs for its trucks 
equal to twice income per capita.

• is subject to a series of detailed 
assumptions on expenses and 
transactions to further standardise 
the case. All financial statement 
variables are proportional to 2005 
income per capita. For example, 
the owner (who is also a manager) 
spends 10% of income per capita 
on travelling for the company 
(20% of this owner’s expenses 
are purely private, 20% are for 
entertaining customers and 60% for 
business travel).

Assumptions about the taxes 
and contributions
• All the taxes and contributions 

recorded are those paid in the 
second year of operation (calendar 
year 2009). A tax or contribution 
is considered distinct if it has a 
different name or is collected 
by a different agency. Taxes and 
contributions with the same name 
and agency, but which are charged 
at different rates depending on the 
business, are counted as the same tax 
or  contribution.

• The number of times the company 
pays taxes and contributions in 
a year is the number of different 
taxes or contributions multiplied 
by the frequency of payment (or 
withholding) for each tax. The 
frequency of payment includes 
advance payments (or withholding) 
as well as regular payments 
(or withholding).

Feedback of the final results to government 
representatives. 

Feedback of the final results to the contributors

Drafting of the World Bank and IFC Paying Taxes 
chapter for inclusion in the Doing Business 
publication and clearance with World Bank and 
IFC management.

Independent PwC analysis of indicator and non-indicator data to determine 
a PwC perspective. Focus on geographical and economic groupings.

Launch of the Paying Taxes report and online 
data. Regional launch events for the Paying 
Taxes report.

Launch of the Doing 
Business report and 
online data.
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What does Paying Taxes 
measure?

Tax Payments
The tax payments indicator reflects the 
total number of taxes and contributions 
paid, the method of payment, the 
frequency of payment, the frequency 
of filing and the number of agencies 
involved for this standardised case study 
company during the second year of 
operation (see figure A1.3). It includes 
consumption taxes paid by the company, 
such as sales tax or value added tax. 
These taxes are traditionally collected 
from the consumer on behalf of the tax 
agencies. Although they do not affect 
the income statements of the company, 
they add to the administrative burden of 
complying with the tax system and so are 
included in the tax payments measure.

The number of payments takes into 
account electronic filing. Where full 
electronic filing and payment is allowed, 
and it is used by the majority of medium-
size businesses, the tax is counted as 
paid once a year even if filings and 
payments are more frequent. For 
payments made through third parties, 
such as tax on interest paid by a financial 
institution or fuel tax paid by a fuel 
distributor, only one payment is included 
even if payments are more frequent. 

Where two or more taxes or 
contributions are filed for and paid 
jointly using the same form, each of 
these joint payments is counted once.  
For example, if mandatory health 
insurance contributions and mandatory 
pension contributions are filed for 
and paid together, only one of these 
contributions would be included in the 
number of payments.

Time 
Time is recorded in hours per year.  
The indicator measures the time taken to 
prepare, file and pay three major types 
of taxes and contributions: corporate 
income tax, value added or sales tax, 
and labour taxes, including payroll taxes 
and social contributions. Preparation 
time includes the time to collect all 
information needed to compute the tax 
payable and to calculate the amount 
payable. If separate accounting books are 
required for tax purposes – or separate 
calculations made – the time associated 
with these processes is included. This 
extra time is included only if the regular 
accounting work is not enough to fulfil 
the tax accounting requirements. Filing 
time includes the time to complete all 
necessary tax return forms and file the 
relevant returns at the tax authority. 
Payment time considers the hours 
needed to make the payment online or 
at the tax authorities. Where taxes and 
contributions are paid in person, the 
time includes delays while waiting.

Figure A1.3
What do the Paying Taxes sub-indicators measure?

Tax payments for a manufacturing company in 2009 (number per year adjusted for electronic or 
joing filing and payment)

Total number of taxes and contributions paid, including consumption taxes (value added tax, sales tax 
or goods and service tax)

Method and frequency of filing and payment

Time required to comply with three major taxes (hours per year)

Collecting information and computing the tax payable

Completing tax return forms, filing with proper agencies

Arranging payment or withholding

Preparing seperate tax accounting books, if required

Total Tax Rate (% of profit)

Profit or corporate income tax

Social contributions and labour taxes paid by the employer

Property and property transfer taxes

Dividend, capital gains and financial transactions taxes

Waste collection, vehicle, road and other taxes
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Total Tax Rate (TTR)
The TTR measures the amount of 
taxes and mandatory contributions 
borne by the business in the second 
year of operation, expressed as a share 
of commercial profit. Doing Business 
2011 reports the TTR for calendar 
year 2009. The total amount of taxes 
borne is the sum of all the different 
taxes and contributions payable after 
accounting for allowable deductions and 
exemptions. The taxes withheld (such 
as personal income tax) or collected by 
the company and remitted to the tax 
authorities (such as value added tax, 
sales tax or goods and service tax) but 
which are not borne by the company, 
are excluded. The taxes included 
can be divided into five categories: 
profit or corporate income tax; social 
contributions and labour taxes paid by 
the employer (in respect of which all 
mandatory contributions are included, 
even if paid to a private entity such 
as a requited pension fund); property 
taxes; turnover taxes; and other taxes 
(such as municipal fees and vehicle and 
fuel taxes).

The TTR is designed to provide a 
comprehensive measure of the cost of 
all the taxes a business bears. It differs 
from the statutory tax rate, which 
merely provides the factor to be applied 
to the tax base. In computing the TTR, 
the actual tax payable is divided by 
commercial profit. Data for Sweden 
is shown in figure A1.4 to illustrate 
the calculation. 

Commercial profit is essentially net 
profit before all taxes borne. It differs 
from the conventional profit before 
tax, reported in financial statements. 
In computing profit before tax, many of 
the taxes borne by a firm are deductible. 
In computing commercial profit, these 
taxes are not deductible. Commercial 
profit therefore presents a clear picture 
of the actual profit of a business before 
any of the taxes it bears in the course of 
the fiscal year. 

Commercial profit is computed as 
sales minus cost of goods sold, minus 
gross salaries, minus administrative 
expenses, minus other expenses, 
minus provisions, plus capital gains 
(from the property sale) minus interest 
expense, plus interest income and minus 
commercial depreciation. To compute 
the commercial depreciation, a straight-
line depreciation method is applied, with 
the following rates: 0% for the land, 5% 
for the building, 10% for the machinery, 
33% for the computers, 20% for the 
office equipment, 20% for the truck and 
10% for business development expenses. 
Commercial profit amounts to 59.4 times 
income per capita.

The methodology for calculating the 
TTR is broadly consistent with the Total 
Tax Contribution framework developed 
by PwC and the calculation within this 
framework for taxes borne. But while 
the work undertaken by PwC is usually 
based on data received from the largest 
companies in the economy, Doing 
Business focuses on a case study for a 
standardised medium-size company.

Figure A1.4
Computing the TTR for Sweden 

Statutory  
rate (r)

Statutory tax 
base (b)

Actual tax 
payable (a)

Commercial 
profit* (c) TTR (t)

a = r x b t = a/c

Type of tax (tax base) SKr SKr SKr

Corporate income tax  
(taxable income)

28% 10,330,966 2,892,670 17,619,223 16.4%

Real estate tax (land and 
buildings)

0.38% 26,103,545 97,888 17,619,223 0.6%

Payroll tax (taxable wages) 32.42% 19,880,222 6,445,168 17,619,223 36.6%

Fuel tax (fuel price)
SKr 4.16 
per litre

45,565 litres 189,550 17,619,223 1.1%

Total 9,625,276 54.6%

*Profit before all taxes borne
Note: SKr is Swedish kronor. Commercial profit is assumed to be 59.4 times income per capita
Source: Doing Business database.
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Appendix 2: About Doing Business: measuring for impact

Governments committed to the economic 
health of their country and opportunities 
for its citizens focus on more than 
macroeconomic conditions. They also 
pay attention to the laws, regulations 
and institutional arrangements that 
shape daily economic activity. 

The global financial crisis has renewed 
interest in good rules and regulation. 
In times of recession, effective business 
regulation and institutions can 
support economic adjustment. Easy 
entry and exit of firms, and flexibility 
in redeploying resources, make it 
easier to stop doing things for which 
demand has weakened and to start 
doing new things. Clarification of 
property rights and strengthening of 
market infrastructure (such as credit 
information and collateral systems) can 
contribute to confidence as investors and 
entrepreneurs look to rebuild.

Until recently, however, there were 
no globally available indicator sets 
for monitoring such microeconomic 
factors and analysing their relevance. 
The first efforts, in the 1980s, drew on 
perceptions data from expert or business 
surveys. Such surveys are useful gauges 
of economic and policy conditions. But 
their reliance on perceptions and their 
incomplete coverage of poor countries 
constrain their usefulness for analysis. 

The Doing Business project, initiated 
nine years ago, goes one step further. It 
looks at domestic small and medium-size 
companies and measures the regulations 
applying to them through their life cycle. 
Doing Business and the standard cost 
model initially developed and applied in 
the Netherlands are, for the present, the 
only standard tools used across a broad 
range of jurisdictions to measure the 
impact of government rule-making on 
the cost of doing business.1 

The first Doing Business report, published 
in 2003, covered five indicator sets and 
133 economies. The Doing Business 
2011 report covers 11 indicator sets and 
183 economies. Doing Business takes 
the perspective of domestic, primarily 
smaller companies and measures the 
regulations applying to them through 
their life cycle. Economies are ranked 
on the basis of nine areas of regulation 
– for starting a business, dealing with 
construction permits, registering 
property, getting credit, protecting 
investors, paying taxes, trading across 
borders, enforcing contracts and 
closing a business. In addition, data are 
presented for regulations on employing 
workers and, for a set of pilot indicators, 
on getting electricity. The project 
has benefited from feedback from 
governments, academics, practitioners 
and reviewers.2 The initial goal 
remains: to provide an objective basis 
for understanding and improving the 
regulatory environment for business.
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What Doing Business covers
 Doing Business provides a quantitative 
measure of regulations for starting a 
business, dealing with construction 
permits, registering property, getting 
credit, protecting investors, paying 
taxes, trading across borders, enforcing 
contracts and closing a business – as they 
apply to domestic small and medium-size 
enterprises. It also looks at regulations 
on employing workers as well as a new 
measure on getting electricity. 

A fundamental premise of Doing Business 
is that economic activity requires good 
rules. These include rules that establish 
and clarify property rights and reduce 
the cost of resolving disputes, rules 
that increase the predictability of 
economic interactions and rules that 
provide contractual partners with core 
protections against abuse. The objective: 
regulations designed to be efficient in 
their implementation, to be accessible 
to all who need to use them and to 
be simple in their implementation. 
Accordingly, some Doing Business 
indicators give a higher score for 
more regulation, such as stricter 
disclosure requirements in related-party 
transactions. Some give a higher score 
for a simplified way of implementing 
existing regulation, such as completing 
business start-up formalities in a one-
stop shop. 

The Doing Business project encompasses 
two types of data. The first come from 
readings of laws and regulations. The 
second are time and motion indicators 
that measure the efficiency in achieving 
a regulatory goal (such as granting the 
legal identity of a business). Within 
the time and motion indicators, cost 
estimates are recorded from official 
fee schedules where applicable.3 Here, 
Doing Business builds on Hernando de 
Soto’s pioneering work in applying the 
time and motion approach first used by 
Frederick Taylor to revolutionise the 
production of the Model T Ford. De Soto 
used the approach in the 1980s to show 
the obstacles to setting up a garment 
factory on the outskirts of Lima.4

 

What Doing Business does 
not cover
Just as important as knowing what Doing 
Business does is to know what it does not 
do – to understand what limitations must 
be kept in mind in interpreting the data.

Limited in scope
Doing Business focuses on 11 topics, 
with the specific aim of measuring the 
regulation and red tape relevant to the 
life cycle of a domestic small to medium-
size firm. Accordingly: 
 
•	 Doing Business does not measure all 

aspects of the business environment 
that matter to firms or investors – or 
all factors that affect competitiveness. 
It does not, for example, measure 
security, macroeconomic stability, 
corruption, the labour skills of 
the population, the underlying 
strength of institutions or the 
quality of infrastructure.5 Nor does 
it focus on regulations specific to 
foreign investment. 

•	 Doing Business does not assess the 
strength of the financial system or 
market regulations, both important 
factors in understanding some of 
the underlying causes of the global 
financial crisis. 

•	 Doing Business does not cover all 
regulations, or all regulatory goals, 
in any economy. As economies and 
technology advance, more areas 
of economic activity are being 
regulated. For example, the European 
Union’s body of laws (acquis) has 
now grown to no fewer than 14,500 
rule sets. Doing Business covers 
11 areas of a company’s life cycle, 
through 11 specific sets of indicators. 
These indicator sets do not cover all 
aspects of regulation in the area of 
focus. For example, the indicators 
on starting a business or protecting 
investors do not cover all aspects 
of commercial legislation. The 
employing workers indicators do not 
cover all areas of labour regulation. 
The current indicator set does not 
include, for example, measures of 
regulations addressing safety at work 
or the right of collective bargaining.

1 The standard cost model is a quantitative methodology for determining the administrative burdens that regulation imposes on businesses. The method can be used to measure the effect of a single  
 law or of selected areas of legislation or to perform a baseline measurement of all legislation in a country. 
2 This has included a review by the World Bank Independent Evaluation Group (2008) as well as ongoing input from the International Tax Dialogue. 
3 Local experts in 183 economies are surveyed annually to collect and update the data. The local experts for each economy are listed on the Doing Business website (http://www.doingbusiness.org). 
4 De Soto (2000). 
5 The indicators related to trading across borders and dealing with construction permits and the pilot indicators on getting electricity take into account limited aspects of an economy’s infrastructure,  
 including the inland transport of goods and utility connections for businesses.



82 Paying Taxes. November 2010

Based on standardised 
case scenarios
Doing Business indicators are built on 
the basis of standardised case scenarios 
with specific assumptions, such as the 
business being located in the largest 
business city of the economy. Economic 
indicators commonly make limiting 
assumptions of this kind. Inflation 
statistics, for example, are often based 
on prices of consumer goods in a few 
urban areas. 

Such assumptions allow global coverage 
and enhance comparability. But they 
come at the expense of generality. Doing 
Business recognises the limitations 
of including data on only the largest 
business city. Business regulation 
and its enforcement, particularly in 
federal states and large economies, 
differ across the country. And of course 
the challenges and opportunities of 
the largest business city – whether 
Mumbai or São Paulo, Nuku’alofa or 
Nassau – vary greatly across countries. 
Recognising governments’ interest 
in such variation, Doing Business has 
complemented its global indicators with 
subnational studies in such countries 
as Brazil, China, Colombia, the Arab 
Republic of Egypt, India, Indonesia, 
Kenya, Mexico, Morocco, Nigeria, 
Pakistan and the Philippines.6

In areas where regulation is complex and 
highly differentiated, the standardised 
case used to construct the Doing Business 
indicator needs to be carefully defined. 
Where relevant, the standardised case 
assumes a limited liability company. 
This choice is in part empirical: private, 
limited liability companies are the 
most prevalent business form in most 
economies around the world. The 
choice also reflects one focus of Doing 
Business: expanding opportunities 
for entrepreneurship. Investors are 
encouraged to venture into business 
when potential losses are limited to their 
capital participation. 

Focused on the formal sector 
In constructing the indicators, Doing 
Business assumes that entrepreneurs are 
knowledgeable about all regulations in 
place and comply with them. In practice, 
entrepreneurs may spend considerable 
time finding out where to go and what 
documents to submit. Or they may avoid 
legally required procedures altogether 
– by not registering for social security, 
for example. 

Where regulation is particularly 
onerous, levels of informality are higher. 
Informality comes at a cost: firms in 
the informal sector typically grow more 
slowly, have poorer access to credit 
and employ fewer workers – and their 
workers remain outside the protections 
of labour law.7 Doing Business measures 
one set of factors that help explain the 
occurrence of informality and give 
policymakers insights into potential 
areas of reform. Gaining a fuller 
understanding of the broader business 
environment, and a broader perspective 
on policy challenges, requires combining 
insights from Doing Business with data 
from other sources, such as the World 
Bank Enterprise Surveys.8

Methodology and data 
 Doing Business covers 183 economies 
– including small economies and some 
of the poorest countries, for which little 
or no data are available in other data 
sets. The Doing Business data are based 
on domestic laws and regulations as 
well as administrative requirements. 
(For a detailed explanation of the Doing 
Business methodology, see  
www.doingbusiness.org/methodology) 

Information sources for the data
Most of the indicators are based on laws 
and regulations. In addition, most of the 
cost indicators are backed by official fee 
schedules. Doing Business respondents 
both fill out written surveys and 
provide references to the relevant laws, 
regulations and fee schedules, aiding 
data checking and quality assurance. 

For some indicators – for example, the 
indicators on dealing with construction 
permits, enforcing contracts and 
closing a business – part of the cost 
component (where fee schedules are 
lacking) and the time component are 
based on actual practice rather than 
the law on the books. This introduces 
a degree of subjectivity. The Doing 
Business approach has therefore been 
to work with legal practitioners or 
professionals who regularly undertake 
the transactions involved. Following 
the standard methodological approach 
for time and motion studies, Doing 
Business breaks down each process or 
transaction, such as starting and legally 
operating a business, into separate steps 
to ensure a better estimate of time. The 
time estimate for each step is given by 
practitioners with significant and routine 
experience in the transaction. 
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Over the past eight years, more 
than 11,000 professionals in 183 
economies have assisted in providing 
the data that inform the Doing Business 
indicators. The Doing Business website 
indicates the number of respondents 
for each economy and each indicator. 
Respondents are professionals or 
government officials who routinely 
administer or advise on the legal and 
regulatory requirements covered in 
each Doing Business topic. Because 
of the focus on legal and regulatory 
arrangements, most of the respondents 
are lawyers. The credit information 
survey is answered by officials of the 
credit registry or bureau. Freight 
forwarders, accountants, architects and 
other professionals answer the surveys 
related to trading across borders, taxes 
and construction permits. 

The Doing Business approach to 
data collection contrasts with that 
of enterprise or firm surveys, which 
capture often one-time perceptions and 
experiences of businesses. A corporate 
lawyer registering 100–150 businesses 
a year will be more familiar with the 
process than an entrepreneur, who will 
register a business only once or maybe 
twice. A bankruptcy judge deciding 
dozens of cases a year will have more 
insight into bankruptcy than a company 
that may undergo the process. 

Development of the methodology
The methodology for calculating each 
indicator is transparent, objective and 
easily replicable. Leading academics 
collaborate in the development of 
the indicators, ensuring academic 
rigour. Eight of the background papers 
underlying the indicators have been 
published in leading economic journals. 

Doing Business uses a simple averaging 
approach for weighting component 
indicators and calculating rankings. 
Other approaches were explored, 
including using principal components 
and unobserved components. They turn 
out to yield results nearly identical to 
those of simple averaging. The nine sets 
of indicators provide sufficiently broad 
coverage across topics. Therefore, the 
simple averaging approach is used. 

Doing Business also continues to 
benefit from discussions with external 
stakeholders, including participants in 
the International Tax Dialogue, on the 
survey instrument and methodology. 

All changes in methodology are 
explained on the Doing Business website. 
In addition, data time series for each 
indicator and economy are available on 
the website, beginning with the first year 
the indicator or economy was included 
in the report. To provide a comparable 
time series for research, the data set is 
back-calculated to adjust for changes in 
methodology and any revisions in data 
due to corrections. The website also 
makes available all original data sets 
used for background papers. 

Information on data corrections is 
provided on the website. A transparent 
complaint procedure allows anyone 
to challenge the data. If errors are 
confirmed after a data verification 
process, they are expeditiously corrected.

6 http://www.doingbusiness.org/Subnational/. 
7 Schneider (2005). 
8 http://www.enterprisesurveys.org. 
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Key

        Doing Business reform making it easier to pay taxes (as measured by the indicators)

         Doing Business reform making it more difficult to pay taxes (as measured by the indicators)

These reforms were implemented between June 2009 and May 2010.
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Albania

Albania made it easier and less costly 
for companies to pay taxes by amending 
several laws, reducing social security 
contributions and introducing electronic 
filing and payment.

Azerbaijan

A revision of Azerbaijan’s tax code 
lowered several tax rates, including the 
profit tax rate, and simplified the process 
of paying corporate income tax and 
value added tax.

Belarus

Reductions in the turnover tax, social 
security contributions and the base for 
property taxes along with continued 
efforts to encourage electronic filing 
made it easier and less costly for 
companies in Belarus to pay taxes.

Bosnia and Herzegovina 

 
Bosnia and Herzegovina simplified its 
labour tax processes, reduced employer 
contribution rates for social security and 
abolished its payroll tax. 

Brunei Darussalam

Brunei Darussalam reduced the 
corporate income tax rate from 23.5% to 
22% while also introducing a lower tax 
rate for small businesses, ranging from 
5.5% to 11%.

Bulgaria

Bulgaria reduced employer contribution 
rates for social security.

Burkina Faso

Burkina Faso reduced the statutory 
corporate income tax rate and 
the number of taxes for business 
and introduced simpler, uniform 
compliance procedures.

Burundi

Burundi made paying taxes simpler by 
replacing the transactions tax with a 
value added tax.

Canada

Canada harmonised the Ontario and 
federal tax returns and reduced the 
corporate and employee tax rates.

Cape Verde

Cape Verde abolished the stamp duties 
on sales and cheques. 

Chad

Chad increased taxes on business 
through changes to its social security 
contribution rates. 

China

China’s new corporate income tax law 
unified the tax regimes for domestic 
and foreign enterprises and clarified 
the calculation of taxable income for 
corporate income tax purposes.

Congo, Rep.

The Republic of Congo reduced its 
corporate income tax rate from 38% to 
36% in 2010.

Czech Republic

The Czech Republic simplified its labour 
tax processes and reduced employer 
contribution rates for social security. 

Estonia

 
Estonia increased the unemployment 
insurance contribution rate.
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Macedonia, FYR

FYR Macedonia lowered tax costs 
for businesses by requiring that 
corporate income tax be paid only on 
distributed profits.

Madagascar

Madagascar continued to reduce 
corporate tax rates.

Mauritius

Mauritius introduced a new corporate 
social responsibility tax.

Mexico

Mexico increased taxes on companies 
by raising several tax rates, including 
the corporate income tax and the rate 
on cash deposits. At the same time, the 
administrative burden has continued 
to decrease with more options for 
online payment and increased use of 
accounting software.

Moldova

Moldova reduced employer contribution 
rates for social security.

Montenegro

An amendment to Montenegro’s 
corporate income tax law removed the 
obligation for advance payments and 
abolished the construction land charge.

Netherlands

The Netherlands reduced the frequency 
of filing and paying value added taxes 
from monthly to quarterly and allowed 
small entities to use their annual 
accounts as the basis for computing their 
corporate income tax.

Hong Kong SAR, China

Hong Kong SAR (China) abolished the 
fuel tax on diesel.

Hungary

Hungary simplified taxes and tax bases.

Iceland

Iceland increased the corporate 
income tax rate from 15% to 18% and 
raised social security and pension 
contribution rates. 

India

India reduced the administrative 
burden of paying taxes by abolishing 
the fringe benefit tax and improving 
electronic payment.

Indonesia

Indonesia reduced its corporate income 
tax rate.

Jordan

Jordan abolished certain taxes and made 
it possible to file income and sales tax 
returns electronically.

Kenya

Kenya increased the administrative 
burden of paying taxes by requiring 
quarterly filing of payroll taxes.

Lao PDR

Lao PDR replaced the business turnover 
tax with a new value added tax.

Lithuania

Lithuania reduced corporate tax rates. 

Summary of  
the paying taxes 
reforms continued
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Nicaragua

Nicaragua increased taxes on firms by 
raising social security contribution rates 
and introducing a 10% withholding 
tax on the gross interest accrued from 
deposits. It also improved electronic 
payment of taxes through bank transfer. 

Niger

Niger reduced its corporate income 
tax rate.

Panama

Panama reduced the corporate income 
tax rate, modified various taxes and 
created a new tax court of appeals.

Portugal

Portugal introduced a new social security 
code and lowered corporate tax rates. 

Puerto Rico

Puerto Rico made paying taxes more 
costly for business by introducing a 
special surtax of 5% on the tax liability 
in addition to the normal corporate 
income tax.

Romania

Romania introduced tax changes, 
including a new minimum tax on profit, 
that made paying taxes more costly 
for companies.

São Tomé and Principe

São Tomé and Principe reduced 
the corporate income tax rate to a 
standard 25%.

Seychelles

The Seychelles removed the tax-free 
threshold limit and lowered corporate 
income tax rates.

Sierra Leone

Sierra Leone replaced sales and service 
taxes with a goods and service tax.

Slovenia

Slovenia abolished its payroll tax and 
reduced its corporate income tax rate.

Taiwan, China

Taiwan (China) reduced the corporate 
income tax rate and simplified tax return 
forms, rules for assessing corporate 
income tax and the calculation of interim 
tax payments.

Tajikistan

Tajikistan lowered its corporate income 
tax rate.

Thailand

Thailand temporarily lowered taxes on 
business by reducing its specific business 
tax for 12 months.

Tonga 

Tonga simplified the payment of taxes 
by replacing a two-tier system with 
a 25% corporate income tax rate for 
both domestic and foreign companies 
and introducing tax incentives with a 
broad-based capital allowance system 
to replace tax holidays and other 
tax concessions. 

Tunisia

Tunisia introduced the use of electronic 
systems for payment of corporate income 
tax and value added tax.

Ukraine

Ukraine eased tax compliance by 
introducing and continually enhancing 
an electronic filing system for value 
added tax.

United States

In the United States the introduction 
of a new tax on payroll increased taxes 
on companies operating within the 
New York City metropolitan commuter 
transportation district.

Venezuela, RB

República Bolivariana de Venezuela 
abolished the tax on financial 
transactions.

Zimbabwe

Zimbabwe reduced the corporate income 
tax rate from 30% to 25%, lowered the 
capital gains tax from 20% to 5% and 
simplified the payment of corporate 
income tax by allowing quarterly 
payment through commercial banks.
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Table 1
Ease of paying  
taxes rankings

Rankings

Economy
Ease of  

paying taxes
Tax  

payments
Time to  
comply

Total  
Tax Rate

Afghanistan 53 15 118 72

Albania 149 142 146 92

Algeria 168 116 161 169

Angola 142 98 122 143

Antigua and Barbuda 132 167 79 97

Argentina 143 24 162 177

Armenia 159 156 169 94

Australia 48 35 22 127

Austria 104 80 59 148

Azerbaijan 103 60 128 95

Bahamas, The 50 60 5 121

Bahrain 14 87 3 9

Bangladesh 93 76 127 65

Belarus 183 181 178 173

Belgium 70 35 50 151

Belize 69 130 44 56

Benin 167 166 109 164

Bhutan 94 60 117 91

Bolivia 177 135 182 172

Bosnia and Herzegovina 127 158 158 22

Botswana 21 65 47 16

Brazil 152 33 183 168

Brunei Darussalam 22 49 41 39

Bulgaria 85 56 171 35

Burkina Faso 148 146 109 115

Burundi 141 102 83 178

Cambodia 57 129 61 20

Cameroon 169 142 172 133

Canada 10 15 34 37

Cape Verde 100 140 65 75

Central African Republic 182 163 166 179

Chad 179 163 177 161

Chile 46 24 131 26

China 114 9 154 158

Colombia 118 71 80 171

Comoros 96 71 19 180

Congo, Dem. Rep. 163 102 137 183

Congo, Rep. 180 172 170 162

Costa Rica 155 135 116 147

Côte d’Ivoire 153 175 109 111

Croatia 42 56 71 52

Cyprus 32 91 46 23

Czech Republic 128 40 167 132

Denmark 13 24 38 36

Djibouti 60 120 17 84

Dominica 67 127 27 74

Dominican Republic 76 24 134 93

Ecuador 81 15 172 67

Egypt, Arab Rep. 136 94 160 104

El Salvador 137 160 132 66

Equatorial Guinea 170 146 165 154

Eritrea 113 60 85 174

Estonia 30 9 14 134

Ethiopia 47 65 73 45

Fiji 77 109 56 86

Finland 65 15 99 113

France 55 9 36 163

Gabon 140 88 164 107

Gambia, The 176 156 150 182

Georgia 61 60 152 10

Germany 88 53 84 128
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Table 1
Ease of paying  
taxes rankings
continued

Rankings

Economy
Ease of  

paying taxes
Tax  

payments
Time to  
comply

Total  
Tax Rate

Ghana 78 109 90 53

Greece 74 33 90 125

Grenada 79 97 39 117

Guatemala 116 85 141 96

Guinea 173 167 157 145

Guinea-Bissau 133 146 80 119

Guyana 119 116 124 85

Haiti 97 135 53 87

Honduras 147 149 90 129

Hong Kong, China 3 2 12 24

Hungary 109 43 120 144

Iceland 35 98 39 32

India 164 167 104 157

Indonesia 130 158 107 77

Iran, Islamic Rep. 115 71 141 109

Iraq 54 42 130 34

Ireland 7 24 9 30

Israel 82 109 97 49

Italy 128 49 123 167

Jamaica 174 179 156 136

Japan 112 43 143 130

Jordan 29 88 20 46

Kazakhstan 39 24 115 38

Kenya 162 133 153 135

Kiribati 10 9 27 50

Korea, Rep. 49 43 101 40

Kosovo 41 109 56 13

Kuwait 9 49 25 11

Kyrgyz Republic 150 152 77 152

Lao PDR 116 116 147 59

Latvia 59 9 125 81

Lebanon 36 65 63 42

Lesotho 64 76 134 17

Liberia 84 102 52 108

Lithuania 44 35 62 83

Luxembourg 15 80 6 18

Macedonia, FYR 33 130 26 5

Madagascar 72 83 76 79

Malawi 25 65 51 27

Malaysia 23 40 43 58

Maldives 1 2 1 3

Mali 159 170 109 140

Marshall Islands 90 76 31 160

Mauritania 172 127 176 166

Mauritius 12 9 54 25

Mexico 107 7 155 138

Micronesia, Fed. Sts. 83 76 31 153

Moldova 106 152 95 44

Mongolia 66 140 67 21

Montenegro 139 180 148 31

Morocco 124 93 145 99

Mozambique 101 123 96 62

Namibia 99 123 149 4

Nepal 123 116 140 80

Netherlands 27 24 37 90

New Zealand 26 15 67 63

Nicaragua 158 175 87 156

Niger 144 133 109 122

Nigeria 134 120 180 51

Norway 18 5 16 98

Oman 8 43 7 19
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Table 1
Ease of paying  
taxes rankings
continued

Rankings

Economy
Ease of  

paying taxes
Tax  

payments
Time to  
comply

Total  
Tax Rate

Ghana 78 109 90 53

Greece 74 33 90 125

Grenada 79 97 39 117

Guatemala 116 85 141 96

Guinea 173 167 157 145

Guinea-Bissau 133 146 80 119

Guyana 119 116 124 85

Haiti 97 135 53 87

Honduras 147 149 90 129

Hong Kong, China 3 2 12 24

Hungary 109 43 120 144

Iceland 35 98 39 32

India 164 167 104 157

Indonesia 130 158 107 77

Iran, Islamic Rep. 115 71 141 109

Iraq 54 42 130 34

Ireland 7 24 9 30

Israel 82 109 97 49

Italy 128 49 123 167

Jamaica 174 179 156 136

Japan 112 43 143 130

Jordan 29 88 20 46

Kazakhstan 39 24 115 38

Kenya 162 133 153 135

Kiribati 10 9 27 50

Korea, Rep. 49 43 101 40

Kosovo 41 109 56 13

Kuwait 9 49 25 11

Kyrgyz Republic 150 152 77 152

Lao PDR 116 116 147 59

Latvia 59 9 125 81

Lebanon 36 65 63 42

Lesotho 64 76 134 17

Liberia 84 102 52 108

Lithuania 44 35 62 83

Luxembourg 15 80 6 18

Macedonia, FYR 33 130 26 5

Madagascar 72 83 76 79

Malawi 25 65 51 27

Malaysia 23 40 43 58

Maldives 1 2 1 3

Mali 159 170 109 140

Marshall Islands 90 76 31 160

Mauritania 172 127 176 166

Mauritius 12 9 54 25

Mexico 107 7 155 138

Micronesia, Fed. Sts. 83 76 31 153

Moldova 106 152 95 44

Mongolia 66 140 67 21

Montenegro 139 180 148 31

Morocco 124 93 145 99

Mozambique 101 123 96 62

Namibia 99 123 149 4

Nepal 123 116 140 80

Netherlands 27 24 37 90

New Zealand 26 15 67 63

Nicaragua 158 175 87 156

Niger 144 133 109 122

Nigeria 134 120 180 51

Norway 18 5 16 98

Oman 8 43 7 19

Rankings

Economy
Ease of  

paying taxes
Tax  

payments
Time to  
comply

Total  
Tax Rate

Pakistan 145 149 168 48

Palau 89 65 31 170

Panama 175 173 163 137

Papua New Guinea 101 109 69 103

Paraguay 110 120 129 64

Peru 86 24 151 88

Philippines 124 149 70 118

Poland 121 94 136 102

Portugal 73 15 126 106

Puerto Rico 108 53 86 165

Qatar 2 2 3 6

Romania 151 182 87 114

Russian Federation 105 35 132 123

Rwanda 43 88 45 47

Samoa 68 123 90 15

São Tomé and Principe 135 135 159 57

Saudi Arabia 6 43 11 8

Senegal 170 170 175 120

Serbia 138 177 121 60

Seychelles 38 53 9 110

Sierra Leone 159 94 144 181

Singapore 4 6 15 28

Slovak Republic 122 98 103 131

Slovenia 80 80 105 68

Solomon Islands 51 109 12 71

South Africa 24 24 75 43

Spain 71 15 72 150

Sri Lanka 166 173 102 159

St. Kitts and Nevis 98 85 49 142

St. Lucia 45 102 18 61

St. Vincent and the Grenadines 55 102 24 82

Sudan 94 135 63 70

Suriname 34 56 74 33

Swaziland 52 109 21 73

Sweden 39 1 30 146

Switzerland 16 65 8 41

Syrian Arab Republic 110 71 137 105

Taiwan, China 87 56 108 100

Tajikistan 165 163 90 175

Tanzania 120 152 60 116

Thailand 91 83 106 78

Timor-Leste 20 7 119 1

Togo 157 160 109 139

Tonga 31 71 58 29

Trinidad and Tobago 91 130 82 55

Tunisia 58 15 41 155

Turkey 75 49 89 112

Uganda 62 102 54 69

Ukraine 181 183 174 149

United Arab Emirates 5 43 2 7

United Kingdom 16 15 23 76

United States 62 35 66 124

Uruguay 155 160 137 101

Uzbekistan 154 142 78 176

Vanuatu 19 98 27 2

Venezuela, R.B. 178 178 179 141

Vietnam 124 102 181 54

West Bank and Gaza 28 91 48 14

Yemen, Rep. 146 142 100 126

Zambia 37 123 35 12

Zimbabwe 131 155 98 89
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Table 2
Tax payments

Number of payments Rank

Economy
Total tax 

payments
Profit tax 

payments 
Labour tax 
payments 

Other taxes 
payments

Tax 
payments 

rank
Afghanistan 8 1 0 7 15

Albania 44 13 12 19 142

Algeria 34 4 12 18 116

Angola 31 4 12 15 98

Antigua and Barbuda 56 13 24 19 167

Argentina 9 1 1 7 24

Armenia 50 13 12 25 156

Australia 11 1 4 6 35

Austria 22 1 4 17 80

Azerbaijan 18 1 12 5 60

Bahamas, The 18 1 12 5 60

Bahrain 25 0 24 1 87

Bangladesh 21 6 0 15 76

Belarus 82 18 24 40 181

Belgium 11 1 2 8 35

Belize 40 12 12 16 130

Benin 55 5 24 26 166

Bhutan 18 2 12 4 60

Bolivia 42 1 12 29 135

Bosnia and Herzegovina 51 12 12 27 158

Botswana 19 6 0 13 65

Brazil 10 2 2 6 33

Brunei Darussalam 15 1 12 2 49

Bulgaria 17 1 1 15 56

Burkina Faso 46 2 24 20 146

Burundi 32 1 16 15 102

Cambodia 39 12 12 15 129

Cameroon 44 13 12 19 142

Canada 8 1 3 4 15

Cape Verde 43 4 24 15 140

Central African Republic 54 4 24 26 163

Chad 54 12 24 18 163

Chile 9 1 1 7 24

China 7 2 1 4 9

Colombia 20 2 1 17 71

Comoros 20 2 0 18 71

Congo, Dem. Rep. 32 1 16 15 102

Congo, Rep. 61 5 37 19 172

Costa Rica 42 5 12 25 135

Côte d’Ivoire 64 3 24 37 175

Croatia 17 1 12 4 56

Cyprus 27 5 12 10 91

Czech Republic 12 1 2 9 40

Denmark 9 3 1 5 24

Djibouti 35 5 12 18 120

Dominica 38 5 12 21 127

Dominican Republic 9 1 4 4 24

Ecuador 8 2 1 5 15

Egypt, Arab Rep. 29 1 12 16 94

El Salvador 53 13 24 16 160

Equatorial Guinea 46 1 24 21 146

Eritrea 18 2 0 16 60

Estonia 7 1 0 6 9

Ethiopia 19 2 0 17 65

Fiji 33 4 14 15 109

Finland 8 1 3 4 15

France 7 1 2 4 9

Gabon 26 3 4 19 88

Gambia, The 50 6 25 19 156

Georgia 18 4 0 14 60

Germany 16 2 4 10 53
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Table 2
Tax payments
continued

Number of payments Rank

Economy
Total tax 

payments
Profit tax 

payments 
Labour tax 
payments 

Other taxes 
payments

Tax 
payments 

rank
Ghana 33 6 12 15 109

Greece 10 1 1 8 33

Grenada 30 1 12 17 97

Guatemala 24 1 12 11 85

Guinea 56 2 36 18 167

Guinea-Bissau 46 5 12 29 146

Guyana 34 6 12 16 116

Haiti 42 2 25 15 135

Honduras 47 5 13 29 149

Hong Kong, China 3 1 1 1 2

Hungary 14 4 4 6 43

Iceland 31 1 14 16 98

India 56 2 25 29 167

Indonesia 51 13 24 14 158

Iran, Islamic Rep. 20 1 12 7 71

Iraq 13 1 12 0 42

Ireland 9 1 1 7 24

Israel 33 2 12 19 109

Italy 15 2 1 12 49

Jamaica 72 4 48 20 179

Japan 14 2 2 10 43

Jordan 26 2 12 12 88

Kazakhstan 9 1 1 7 24

Kenya 41 5 14 22 133

Kiribati 7 5 2 0 9

Korea, Rep. 14 1 5 8 43

Kosovo 33 5 12 16 109

Kuwait 15 3 12 0 49

Kyrgyz Republic 48 5 12 31 152

Lao PDR 34 4 12 18 116

Latvia 7 1 1 5 9

Lebanon 19 1 12 6 65

Lesotho 21 5 0 16 76

Liberia 32 4 12 16 102

Lithuania 11 1 2 8 35

Luxembourg 22 2 12 8 80

Macedonia, FYR 40 12 12 16 130

Madagascar 23 1 8 14 83

Malawi 19 2 1 16 65

Malaysia 12 1 2 9 40

Maldives 3 0 0 3 2

Mali 59 4 36 19 170

Marshall Islands 21 0 16 5 76

Mauritania 38 3 13 22 127

Mauritius 7 1 1 5 9

Mexico 6 1 2 3 7

Micronesia, Fed. Sts. 21 0 4 17 76

Moldova 48 1 28 19 152

Mongolia 43 13 12 18 140

Montenegro 77 12 48 17 180

Morocco 28 1 12 15 93

Mozambique 37 7 12 18 123

Namibia 37 3 12 22 123

Nepal 34 4 12 18 116

Netherlands 9 1 1 7 24

New Zealand 8 1 2 5 15

Nicaragua 64 13 24 27 175

Niger 41 3 13 25 133

Nigeria 35 3 14 18 120

Norway 4 1 1 2 5

Oman 14 1 12 1 43
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Table 2
Tax payments
continued

Number of payments Rank

Economy
Total tax 

payments
Profit tax 

payments 
Labour tax 
payments 

Other taxes 
payments

Tax 
payments 

rank
Pakistan 47 5 25 17 149

Palau 19 4 12 3 65

Panama 62 5 24 33 173

Papua New Guinea 33 1 13 19 109

Paraguay 35 5 12 18 120

Peru 9 1 2 6 24

Philippines 47 1 36 10 149

Poland 29 12 1 16 94

Portugal 8 1 1 6 15

Puerto Rico 16 5 6 5 53

Qatar 3 0 1 2 2

Romania 113 4 84 25 182

Russian Federation 11 1 3 7 35

Rwanda 26 5 4 17 88

Samoa 37 5 24 8 123

São Tomé and Principe 42 2 12 28 135

Saudi Arabia 14 1 12 1 43

Senegal 59 3 36 20 170

Serbia 66 12 12 42 177

Seychelles 16 1 12 3 53

Sierra Leone 29 1 12 16 94

Singapore 5 1 1 3 6

Slovak Republic 31 1 12 18 98

Slovenia 22 1 12 9 80

Solomon Islands 33 6 12 15 109

South Africa 9 2 3 4 24

Spain 8 1 1 6 15

Sri Lanka 62 5 24 33 173

St. Kitts and Nevis 24 4 12 8 85

St. Lucia 32 1 12 19 102

St. Vincent and the Grenadines 32 4 12 16 102

Sudan 42 2 12 28 135

Suriname 17 4 0 13 56

Swaziland 33 2 13 18 109

Sweden 2 1 0 1 1

Switzerland 19 2 7 10 65

Syrian Arab Republic 20 2 12 6 71

Taiwan, China 17 2 3 12 56

Tajikistan 54 12 12 30 163

Tanzania 48 5 24 19 152

Thailand 23 2 13 8 83

Timor-Leste 6 5 0 1 7

Togo 53 5 24 24 160

Tonga 20 1 0 19 71

Trinidad and Tobago 40 4 24 12 130

Tunisia 8 1 4 3 15

Turkey 15 1 1 13 49

Uganda 32 3 12 17 102

Ukraine 135 5 108 22 183

United Arab Emirates 14 0 12 2 43

United Kingdom 8 1 1 6 15

United States 11 2 4 5 35

Uruguay 53 1 24 28 160

Uzbekistan 44 8 12 24 142

Vanuatu 31 0 12 19 98

Venezuela, R.B. 70 14 28 28 178

Vietnam 32 6 12 14 102

West Bank and Gaza 27 14 0 13 91

Yemen, Rep. 44 1 24 19 142

Zambia 37 5 13 19 123

Zimbabwe 49 5 14 30 155



Paying Taxes 2011                     95

Table 3
Time to comply

Number of hours Rank

Economy
Total tax 

time

Corporate 
income  

tax time
Labour tax 

time
Consumption 

tax time Time rank
Afghanistan 275 77 120 78 118

Albania 360 120 96 144 146

Algeria 451 152 110 189 161

Angola 282 75 125 82 122

Antigua and Barbuda 207 23 136 48 79

Argentina 453 105 108 240 162

Armenia 581 146 233 202 169

Australia 109 37 18 54 22

Austria 170 49 54 67 59

Azerbaijan 306 64 101 141 128

Bahamas, The 58 10 48 0 5

Bahrain 36 0 36 0 3

Bangladesh 302 140 0 162 127

Belarus 798 494 112 192 178

Belgium 156 20 40 96 50

Belize 147 27 60 60 44

Benin 270 30 120 120 109

Bhutan 274 250 24 0 117

Bolivia 1080 120 480 480 182

Bosnia and Herzegovina 422 68 96 258 158

Botswana 152 40 40 72 47

Brazil 2600 736 490 1374 183

Brunei Darussalam 144 66 78 0 41

Bulgaria 616 40 288 288 171

Burkina Faso 270 30 120 120 109

Burundi 211 80 48 83 83

Cambodia 173 23 84 66 61

Cameroon 654 180 174 300 172

Canada 131 45 36 50 34

Cape Verde 186 35 85 66 65

Central African Republic 504 24 240 240 166

Chad 732 300 216 216 177

Chile 316 42 137 137 131

China 398 74 192 132 154

Colombia 208 40 102 66 80

Comoros 100 4 48 48 19

Congo, Dem. Rep. 336 116 124 96 137

Congo, Rep. 606 275 150 181 170

Costa Rica 272 18 126 128 116

Côte d’Ivoire 270 30 120 120 109

Croatia 196 60 96 40 71

Cyprus 149 29 80 40 46

Czech Republic 557 135 262 160 167

Denmark 135 25 70 40 38

Djibouti 90 30 36 24 17

Dominica 120 15 48 57 27

Dominican Republic 324 82 80 162 134

Ecuador 654 108 306 240 172

Egypt, Arab Rep. 433 69 189 175 160

El Salvador 320 128 96 96 132

Equatorial Guinea 492 145 160 187 165

Eritrea 216 24 96 96 85

Estonia 81 20 34 27 14

Ethiopia 198 150 24 24 73

Fiji 163 42 61 60 56

Finland 243 21 200 22 99

France 132 26 80 26 36

Gabon 488 137 131 220 164

Gambia, The 376 40 96 240 150

Georgia 387 140 67 180 152

Germany 215 30 142 43 84
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Number of hours Rank

Economy
Total tax 

time

Corporate 
income  

tax time
Labour tax 

time
Consumption 

tax time Time rank
Ghana 224 40 88 96 90

Greece 224 88 48 88 90

Grenada 140 8 96 36 39

Guatemala 344 44 144 156 141

Guinea 416 32 192 192 157

Guinea-Bissau 208 160 24 24 80

Guyana 288 48 48 192 124

Haiti 160 40 72 48 53

Honduras 224 35 93 96 90

Hong Kong, China 80 50 30 0 12

Hungary 277 35 146 96 120

Iceland 140 40 60 40 39

India 258 46 96 116 104

Indonesia 266 88 97 81 107

Iran, Islamic Rep. 344 32 240 72 141

Iraq 312 24 288 0 130

Ireland 76 10 36 30 9

Israel 235 110 60 65 97

Italy 285 39 214 32 123

Jamaica 414 30 336 48 156

Japan 355 180 140 35 143

Jordan 101 5 60 36 20

Kazakhstan 271 105 74 92 115

Kenya 393 60 57 276 153

Kiribati 120 24 96 0 27

Korea, Rep. 250 120 80 50 101

Kosovo 163 32 41 90 56

Kuwait 118 48 70 0 25

Kyrgyz Republic 202 60 71 71 77

Lao PDR 362 138 42 182 147

Latvia 293 31 165 97 125

Lebanon 180 40 100 40 63

Lesotho 324 70 104 150 134

Liberia 158 57 59 42 52

Lithuania 175 32 85 58 62

Luxembourg 59 21 14 24 6

Macedonia, FYR 119 19 56 44 26

Madagascar 201 9 72 120 76

Malawi 157 67 30 60 51

Malaysia 145 28 87 30 43

Maldives 0 0 0 0 1

Mali 270 30 120 120 109

Marshall Islands 128 0 96 32 31

Mauritania 696 120 96 480 176

Mauritius 161 13 82 66 54

Mexico 404 157 73 174 155

Micronesia, Fed. Sts. 128 0 96 32 31

Moldova 228 80 88 60 95

Mongolia 192 57 63 72 67

Montenegro 372 43 136 193 148

Morocco 358 70 48 240 145

Mozambique 230 50 60 120 96

Namibia 375 41 46 288 149

Nepal 338 120 96 122 140

Netherlands 134 32 64 38 37

New Zealand 192 25 67 100 67

Nicaragua 222 74 76 72 87

Niger 270 30 120 120 109

Nigeria 938 398 378 162 180

Norway 87 24 15 48 16

Oman 62 50 12 0 7
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Number of hours Rank

Economy
Total tax 

time

Corporate 
income  

tax time
Labour tax 

time
Consumption 

tax time Time rank
Ghana 224 40 88 96 90

Greece 224 88 48 88 90

Grenada 140 8 96 36 39

Guatemala 344 44 144 156 141

Guinea 416 32 192 192 157

Guinea-Bissau 208 160 24 24 80

Guyana 288 48 48 192 124

Haiti 160 40 72 48 53

Honduras 224 35 93 96 90

Hong Kong, China 80 50 30 0 12

Hungary 277 35 146 96 120

Iceland 140 40 60 40 39

India 258 46 96 116 104

Indonesia 266 88 97 81 107

Iran, Islamic Rep. 344 32 240 72 141

Iraq 312 24 288 0 130

Ireland 76 10 36 30 9

Israel 235 110 60 65 97

Italy 285 39 214 32 123

Jamaica 414 30 336 48 156

Japan 355 180 140 35 143

Jordan 101 5 60 36 20

Kazakhstan 271 105 74 92 115

Kenya 393 60 57 276 153

Kiribati 120 24 96 0 27

Korea, Rep. 250 120 80 50 101

Kosovo 163 32 41 90 56

Kuwait 118 48 70 0 25

Kyrgyz Republic 202 60 71 71 77

Lao PDR 362 138 42 182 147

Latvia 293 31 165 97 125

Lebanon 180 40 100 40 63

Lesotho 324 70 104 150 134

Liberia 158 57 59 42 52

Lithuania 175 32 85 58 62

Luxembourg 59 21 14 24 6

Macedonia, FYR 119 19 56 44 26

Madagascar 201 9 72 120 76

Malawi 157 67 30 60 51

Malaysia 145 28 87 30 43

Maldives 0 0 0 0 1

Mali 270 30 120 120 109

Marshall Islands 128 0 96 32 31

Mauritania 696 120 96 480 176

Mauritius 161 13 82 66 54

Mexico 404 157 73 174 155

Micronesia, Fed. Sts. 128 0 96 32 31

Moldova 228 80 88 60 95

Mongolia 192 57 63 72 67

Montenegro 372 43 136 193 148

Morocco 358 70 48 240 145

Mozambique 230 50 60 120 96

Namibia 375 41 46 288 149

Nepal 338 120 96 122 140

Netherlands 134 32 64 38 37

New Zealand 192 25 67 100 67

Nicaragua 222 74 76 72 87

Niger 270 30 120 120 109

Nigeria 938 398 378 162 180

Norway 87 24 15 48 16

Oman 62 50 12 0 7

Number of hours Rank

Economy
Total tax 

time

Corporate 
income  

tax time
Labour tax 

time
Consumption 

tax time Time rank
Pakistan 560 40 40 480 168

Palau 128 32 96 0 31

Panama 482 50 180 252 163

Papua New Guinea 194 153 8 33 69

Paraguay 311 35 132 144 129

Peru 380 43 181 156 151

Philippines 195 37 38 120 70

Poland 325 72 132 121 136

Portugal 298 40 162 96 126

Puerto Rico 218 80 60 78 86

Qatar 36 0 36 0 3

Romania 222 42 120 60 87

Russian Federation 320 160 96 64 132

Rwanda 148 22 48 78 45

Samoa 224 48 96 80 90

São Tomé and Principe 424 40 192 192 159

Saudi Arabia 79 20 59 0 11

Senegal 666 120 96 450 175

Serbia 279 48 126 105 121

Seychelles 76 40 36 0 9

Sierra Leone 357 15 168 174 144

Singapore 84 34 10 40 15

Slovak Republic 257 43 100 114 103

Slovenia 260 90 96 74 105

Solomon Islands 80 8 30 42 12

South Africa 200 100 50 50 75

Spain 197 33 90 74 72

Sri Lanka 256 16 96 144 102

St. Kitts and Nevis 155 27 128 0 49

St. Lucia 92 11 51 30 18

St. Vincent and the Grenadines 111 14 52 45 24

Sudan 180 70 70 40 63

Suriname 199 48 24 127 74

Swaziland 104 8 48 48 21

Sweden 122 50 36 36 30

Switzerland 63 15 40 8 8

Syrian Arab Republic 336 300 36 0 137

Taiwan, China 269 209 27 33 108

Tajikistan 224 80 48 96 90

Tanzania 172 60 52 60 60

Thailand 264 160 48 56 106

Timor-Leste 276 132 144 0 119

Togo 270 30 120 120 109

Tonga 164 8 12 144 58

Trinidad and Tobago 210 45 75 90 82

Tunisia 144 64 30 50 41

Turkey 223 46 80 97 89

Uganda 161 35 66 60 54

Ukraine 657 112 364 181 174

United Arab Emirates 12 0 12 0 2

United Kingdom 110 35 45 30 23

United States 187 99 55 33 66

Uruguay 336 100 128 108 137

Uzbekistan 205 66 69 70 78

Vanuatu 120 0 24 96 27

Venezuela, R.B. 864 120 360 384 179

Vietnam 941 233 372 336 181

West Bank and Gaza 154 10 96 48 48

Yemen, Rep. 248 56 72 120 100

Zambia 132 48 24 60 35

Zimbabwe 242 78 96 68 98

Table 3
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Total Tax Rate Rank

Economy TTR
Profit tax  

TTR
Labour tax  

TTR
Other taxes  

TTR
TTR  
rank

Afghanistan 36.4% 0.0% 0.0% 36.4% 72

Albania 40.6% 8.5% 27.2% 4.9% 92

Algeria 72.0% 6.6% 29.7% 35.7% 169

Angola 53.2% 24.6% 9.0% 19.5% 143

Antigua and Barbuda 41.5% 26.0% 9.5% 6.0% 97

Argentina 108.2% 2.8% 29.4% 76.0% 177

Armenia 40.7% 16.6% 23.0% 1.1% 94

Australia 47.9% 25.9% 20.7% 1.3% 127

Austria 55.5% 15.7% 34.6% 5.2% 148

Azerbaijan 40.9% 13.8% 24.9% 2.2% 95

Bahamas, The 46.1% 0.0% 4.5% 41.6% 121

Bahrain 15.0% 0.0% 14.6% 0.4% 9

Bangladesh 35.0% 25.7% 0.0% 9.3% 65

Belarus 80.4% 22.0% 39.3% 19.1% 173

Belgium 57.0% 4.8% 50.4% 1.8% 151

Belize 33.2% 24.8% 7.0% 1.4% 56

Benin 66.0% 14.8% 27.3% 23.9% 164

Bhutan 40.6% 35.1% 1.1% 4.4% 91

Bolivia 80.0% 0.0% 15.5% 64.5% 172

Bosnia and Herzegovina 23.0% 5.3% 12.6% 5.1% 22

Botswana 19.5% 15.9% 0.0% 3.6% 16

Brazil 69.0% 21.4% 40.9% 6.7% 168

Brunei Darussalam 29.8% 24.2% 5.6% 0.0% 39

Bulgaria 29.0% 4.6% 20.5% 3.9% 35

Burkina Faso 44.9% 16.1% 22.6% 6.2% 115

Burundi 153.4% 19.4% 7.8% 126.2% 178

Cambodia 22.5% 18.9% 0.1% 3.5% 20

Cameroon 49.1% 29.9% 18.3% 0.9% 133

Canada 29.2% 9.8% 12.6% 6.8% 37

Cape Verde 37.1% 17.8% 18.5% 0.8% 75

Central African Republic 203.8% 176.8% 8.1% 18.9% 179

Chad 65.4% 31.3% 28.4% 5.7% 161

Chile 25.0% 18.0% 3.8% 3.2% 26

China 63.5% 6.0% 49.6% 7.9% 158

Colombia 78.7% 17.7% 33.9% 27.1% 171

Comoros 217.9% 31.4% 0.0% 186.5% 180

Congo, Dem. Rep. 339.7% 58.9% 7.9% 272.9% 183

Congo, Rep. 65.5% 0.0% 32.9% 32.6% 162

Costa Rica 55.0% 18.9% 29.5% 6.6% 147

Côte d’Ivoire 44.4% 8.8% 20.1% 15.5% 111

Croatia 32.5% 11.4% 19.5% 1.6% 52

Cyprus 23.2% 9.4% 11.6% 2.2% 23

Czech Republic 48.8% 7.4% 38.4% 3.0% 132

Denmark 29.2% 21.9% 3.6% 3.7% 36

Djibouti 38.7% 17.7% 17.7% 3.3% 84

Dominica 37.0% 25.9% 7.9% 3.2% 74

Dominican Republic 40.7% 20.6% 18.3% 1.8% 93

Ecuador 35.3% 18.4% 13.7% 3.2% 67

Egypt, Arab Rep. 42.6% 13.2% 25.8% 3.6% 104

El Salvador 35.0% 17.0% 17.2% 0.8% 66

Equatorial Guinea 59.5% 13.5% 25.4% 20.6% 154

Eritrea 84.5% 8.8% 0.0% 75.7% 174

Estonia 49.6% 8.0% 39.2% 2.4% 134

Ethiopia 31.1% 26.8% 0.0% 4.3% 45

Fiji 39.3% 28.9% 10.2% 0.2% 86

Finland 44.6% 15.9% 27.7% 1.0% 113

France 65.8% 8.2% 51.7% 5.9% 163

Gabon 43.5% 18.4% 22.8% 2.3% 107

Gambia, The 292.3% 41.4% 12.9% 238.0% 182

Georgia 15.3% 13.3% 0.0% 2.0% 10

Germany 48.2% 22.9% 22.0% 3.3% 128

Table 4
Total Tax Rate (TTR)
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Total Tax Rate Rank

Economy TTR
Profit tax  

TTR
Labour tax  

TTR
Other taxes  

TTR
TTR  
rank

Ghana 32.7% 18.1% 14.1% 0.5% 53

Greece 47.2% 13.9% 31.7% 1.6% 125

Grenada 45.3% 27.6% 5.6% 12.1% 117

Guatemala 40.9% 25.9% 14.3% 0.7% 96

Guinea 54.6% 19.4% 24.5% 10.7% 145

Guinea-Bissau 45.9% 14.9% 24.8% 6.2% 119

Guyana 38.9% 26.8% 8.8% 3.3% 85

Haiti 40.1% 23.4% 12.4% 4.3% 87

Honduras 48.3% 26.7% 10.7% 10.9% 129

Hong Kong, China 24.1% 18.7% 5.3% 0.1% 24

Hungary 53.3% 16.7% 34.4% 2.2% 144

Iceland 26.8% 6.9% 14.9% 5.0% 32

India 63.3% 24.0% 18.2% 21.1% 157

Indonesia 37.3% 26.6% 10.6% 0.1% 77

Iran, Islamic Rep. 44.1% 17.8% 25.9% 0.4% 109

Iraq 28.4% 14.9% 13.5% 0.0% 34

Ireland 26.5% 11.9% 11.6% 3.0% 30

Israel 31.7% 23.8% 5.3% 2.6% 49

Italy 68.6% 22.8% 43.4% 2.4% 167

Jamaica 50.1% 28.6% 13.0% 8.5% 136

Japan 48.6% 27.9% 14.7% 6.0% 130

Jordan 31.2% 15.2% 12.4% 3.6% 46

Kazakhstan 29.6% 16.2% 11.5% 1.9% 38

Kenya 49.7% 33.1% 6.8% 9.8% 135

Kiribati 31.8% 23.3% 8.5% 0.0% 50

Korea, Rep. 29.8% 15.3% 12.9% 1.6% 40

Kosovo 16.5% 10.3% 5.6% 0.6% 13

Kuwait 15.5% 4.8% 10.7% 0.0% 11

Kyrgyz Republic 57.2% 8.9% 21.5% 26.8% 152

Lao PDR 33.7% 25.2% 5.6% 2.9% 59

Latvia 38.5% 6.5% 27.2% 4.8% 81

Lebanon 30.2% 6.1% 24.1% 0.0% 42

Lesotho 19.6% 16.4% 0.0% 3.2% 17

Liberia 43.7% 0.0% 5.4% 38.3% 108

Lithuania 38.7% 0.0% 35.1% 3.6% 83

Luxembourg 21.1% 4.1% 15.4% 1.6% 18

Macedonia, FYR 10.6% 6.2% 0.6% 3.8% 5

Madagascar 37.7% 15.8% 20.3% 1.6% 79

Malawi 25.1% 23.3% 1.1% 0.7% 27

Malaysia 33.7% 16.7% 15.6% 1.4% 58

Maldives 9.3% 0.0% 0.0% 9.3% 3

Mali 52.2% 12.9% 32.6% 6.7% 140

Marshall Islands 64.9% 0.0% 11.8% 53.1% 160

Mauritania 68.4% 44.2% 17.6% 6.6% 166

Mauritius 24.1% 11.8% 5.0% 7.3% 25

Mexico 50.5% 23.1% 26.1% 1.3% 138

Micronesia, Fed. Sts. 58.7% 0.0% 6.8% 51.9% 153

Moldova 30.9% 0.0% 30.2% 0.7% 44

Mongolia 23.0% 9.5% 12.5% 1.0% 21

Montenegro 26.6% 6.6% 17.9% 2.1% 31

Morocco 41.7% 18.1% 22.2% 1.4% 99

Mozambique 34.3% 27.7% 4.5% 2.1% 62

Namibia 9.6% 4.0% 1.0% 4.6% 4

Nepal 38.2% 16.2% 11.3% 10.7% 80

Netherlands 40.5% 20.9% 17.9% 1.7% 90

New Zealand 34.3% 30.4% 3.0% 0.9% 63

Nicaragua 63.2% 24.8% 19.2% 19.2% 156

Niger 46.5% 20.1% 19.6% 6.8% 122

Nigeria 32.2% 21.8% 9.7% 0.7% 51

Norway 41.6% 24.4% 15.9% 1.3% 98

Oman 21.6% 9.7% 11.8% 0.1% 19

Table 4
Total Tax Rate (TTR)
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Total Tax Rate Rank

Economy TTR
Profit tax  

TTR
Labour tax  

TTR
Other taxes  

TTR
TTR  
rank

Pakistan 31.6% 14.3% 15.0% 2.3% 48

Palau 73.0% 66.0% 6.5% 0.5% 170

Panama 50.1% 17.0% 22.6% 10.5% 137

Papua New Guinea 42.3% 22.0% 11.7% 8.6% 103

Paraguay 35.0% 9.6% 18.6% 6.8% 64

Peru 40.2% 26.0% 11.0% 3.2% 88

Philippines 45.8% 21.3% 10.3% 14.2% 118

Poland 42.3% 17.7% 22.1% 2.5% 102

Portugal 43.3% 14.9% 26.8% 1.6% 106

Puerto Rico 67.7% 26.3% 14.4% 27.0% 165

Qatar 11.3% 0.0% 11.3% 0.0% 6

Romania 44.9% 10.4% 32.3% 2.2% 114

Russian Federation 46.5% 9.0% 31.8% 5.7% 123

Rwanda 31.3% 21.2% 5.7% 4.4% 47

Samoa 18.9% 11.9% 7.0% 0.0% 15

São Tomé and Principe 33.3% 21.9% 6.8% 4.6% 57

Saudi Arabia 14.5% 2.1% 12.4% 0.0% 8

Senegal 46.0% 14.8% 24.1% 7.1% 120

Serbia 34.0% 11.6% 20.2% 2.2% 60

Seychelles 44.1% 20.8% 22.6% 0.7% 110

Sierra Leone 235.6% 0.0% 11.3% 224.3% 181

Singapore 25.4% 7.4% 14.9% 3.1% 28

Slovak Republic 48.7% 7.0% 39.6% 2.1% 131

Slovenia 35.4% 14.8% 18.2% 2.4% 68

Solomon Islands 36.4% 25.7% 8.5% 2.2% 71

South Africa 30.5% 24.3% 2.5% 3.7% 43

Spain 56.5% 20.9% 34.9% 0.7% 150

Sri Lanka 64.7% 27.4% 16.9% 20.4% 159

St. Kitts and Nevis 52.7% 32.7% 11.3% 8.7% 142

St. Lucia 34.0% 25.5% 5.6% 2.9% 61

St. Vincent and the Grenadines 38.7% 30.2% 5.1% 3.4% 82

Sudan 36.1% 13.8% 19.2% 3.1% 70

Suriname 27.9% 27.9% 0.0% 0.0% 33

Swaziland 36.8% 28.1% 4.0% 4.7% 73

Sweden 54.6% 16.4% 36.6% 1.6% 146

Switzerland 30.1% 8.9% 17.6% 3.6% 41

Syrian Arab Republic 42.9% 23.1% 19.3% 0.5% 105

Taiwan, China 41.9% 21.0% 16.7% 4.2% 100

Tajikistan 86.0% 17.7% 28.5% 39.8% 175

Tanzania 45.2% 19.9% 18.0% 7.3% 116

Thailand 37.4% 28.9% 5.7% 2.8% 78

Timor-Leste 0.2% 0.0% 0.0% 0.2% 1

Togo 50.8% 8.8% 28.3% 13.7% 139

Tonga 25.5% 24.3% 0.0% 1.2% 29

Trinidad and Tobago 33.1% 21.6% 5.8% 5.7% 55

Tunisia 62.8% 15.0% 25.2% 22.6% 155

Turkey 44.5% 17.0% 23.1% 4.4% 112

Uganda 35.7% 23.3% 11.3% 1.1% 69

Ukraine 55.5% 10.4% 43.3% 1.8% 149

United Arab Emirates 14.1% 0.0% 14.1% 0.0% 7

United Kingdom 37.3% 23.2% 10.8% 3.3% 76

United States 46.8% 27.6% 10.0% 9.2% 124

Uruguay 42.0% 23.5% 15.6% 2.9% 101

Uzbekistan 95.6% 1.6% 27.1% 66.9% 176

Vanuatu 8.4% 0.0% 4.5% 3.9% 2

Venezuela, R.B. 52.6% 10.0% 18.0% 24.6% 141

Vietnam 33.1% 12.5% 20.3% 0.3% 54

West Bank and Gaza 16.8% 16.2% 0.0% 0.6% 14

Yemen, Rep. 47.8% 35.1% 11.3% 1.4% 126

Zambia 16.1% 1.7% 10.4% 4.0% 12

Zimbabwe 40.3% 24.0% 6.2% 10.1% 89

Table 4
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Foreword

Penelope Brook
Director of the Global Indicators and Analysis Group
World Bank Group

Susan Symons
Tax partner
PricewaterhouseCoopers LLP, UK

This is the fourth Paying Taxes publication, which is 
based on data collected in connection with the ‘paying 
taxes’ indicator from the World Bank Group’s Doing 
Business project. The project assesses the regulatory 
climate which impacts a domestic, small to medium 
sized business during its natural life cycle, and Paying 
Taxes is part of this overall structure. The study is unique 
in that it measures the ease of paying taxes across 
183 economies, by assessing the time required for 
companies to prepare and file tax returns and pay taxes, 
and also the company’s total tax liability as a percentage 
of commercial profits. Paying Taxes provides a wealth 
of data which can help governments benchmark their 
tax systems on a like‑for‑like basis. The results provide 
a platform for government and business to engage in 
constructive discussion on tax reform.

The Paying Taxes study, and the way in which the results 
are used, has developed since it was first introduced 
to the Doing Business project. In the publication, we 
have sought to draw themes from the results, and 
to illustrate the findings with analysis from specific 
economies and regional groupings. Additional questions 
are also now asked in the study, to put the indicator 
results into a broader context and provide further 
insight into tax systems from the view of business. 
This publication, as well as the full set of results and 
underlying data, is available on the World Bank Group 
and PricewaterhouseCoopers websites, for governments 
and other users to explore.

This year, the study has been conducted against 
the backdrop of a global recession that has meant 
falling tax revenues around the world, and the need 
for governments to make difficult tax policy choices. 
The challenge is how to ensure sufficient public 
revenues for the future, while at the same time 
incentivising investment and economic growth.

With reforms identified by the study in 104 economies 
over a five year period, it is clear that tax reform is on 
governments’ agendas. 45 of these reforms, relevant 
for Doing Business, have been undertaken in the past 
year, including broadening the tax base, lowering tax 
burdens and making compliance easier. This suggests 
that tax reform is an important part of the way in 
which governments are dealing with the economic 
downturn. These reforms are discussed in more detail 
in the publication.

Governments continue to demonstrate their engagement 
on tax reform. This is evidenced in the publication with 
articles from various economies, which give insights 
into how the Paying Taxes data has been used, and 
provide details of the reforms that have been and are 
being implemented.

We welcome feedback and encourage users of this 
report to provide additional input and comments, so that 
the value of the data can be even further enhanced for 
the future.
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Objectives and key themes 
and findings from the 
Doing Business Paying 
Taxes study

This is the fifth year that the Paying Taxes indicator has been included in 
the World Bank Group’s Doing Business project. The indicator measures the 
ease of paying taxes for a small to medium sized domestic company, in 183 
economies around the world – two more than in last year’s publication.

The Paying Taxes indicator is unique in that it measures the world’s tax 
systems from the point of view of a domestic business, complying with the 
different tax laws and regulations in each economy. 

The objectives of the indicator are:

•	 	to	provide	data	which	can	be	compared	between	economies;

•	 	to	facilitate	the	benchmarking	of	tax	systems	within	relevant	economic	and	
geographical groupings, which can provide an opportunity to learn from 
peer	group	economies;	and

•	 	to	enable	an	in‑depth	analysis	of	the	results	which	can	be	used	to	help	
identify good practices and possible reforms.

The indicator covers both the cost of taxes, which are borne by the case 
study company, and the administrative burden of tax compliance for the 
company. Both are important from the business point of view and are 
measured using three sub‑indicators:

•	 	the	Total	Tax	Rate	(TTR),	(the	cost	of	all	taxes	borne);

•	 	the	time	needed	to	comply	with	the	major	taxes	(profit	taxes,	labour	taxes,	
and	mandatory	contributions,	and	consumption	taxes);	and

•	 	the	number	of	tax	payments.	

The results for each sub‑indicator, split by type of tax, and the full set of 
rankings are included in Appendix 1. Further details are also available 
on the World Bank Group’s Doing Business project (Doing Business) and 
PricewaterhouseCoopers websites. The full methodology for the case study 
company and the indicators is explained in Appendix 2.

6
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Objectives and key themes and findings from the 
Doing Business Paying Taxes study

Chapter 1 of this study sets out the latest findings and 
analysis on the Paying Taxes indicator from the World 
Bank Group’s Doing Business report. This includes a 
discussion of reforms around the world, and of options 
for ‘moving towards smart regulation’. 

Chapter 2 provides a further analysis by 
PricewaterhouseCoopers of the sub‑indicators, 
which includes a focus on various geographical and 
economic groupings. This is followed by initial findings 
from additional questions on tax systems and tax 
administration. These questions are not incorporated 
in the Paying Taxes results, but have been developed 
in response to feedback on the study, and to provide 
additional insights on tax systems. 

The report also includes a number of commentaries 
from PricewaterhouseCoopers around the world which 
illustrate how this data is being used in practice to inform 
and stimulate discussion with governments. These 
commentaries also refer to some of the reforms that have 
been and are being implemented to address the issues 
arising in such dialogues.

The World Bank Group engages in consultations on 
the Doing Business indicators with a broad range 
of stakeholders. This year’s report benefitted from 
their input. Consultations are presently ongoing on 
the design of the Paying Taxes indicator. The Paying 
Taxes team continually welcomes input into the study 
in order to ensure the relevance of the data collected, 
and to further enhance its usefulness for both business 
and government.
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Some of the key themes and findings from Paying Taxes 
2010 include:

•	 	Corporate	income	tax	is	only	one	of	many	taxes	with	
which business has to comply. When considering the 
burden of taxes on business, it is important to look 
at all the taxes that companies pay. In a recession, 
company profits, and therefore corporate income tax 
payments, may fall, but the cost of taxes for business 
may still increase where other taxes paid are not 
linked to profitability. 

•	 	With	the	current	economic	downturn,	the	challenge	for	
governments is how to safeguard the public revenues 
needed for provision of public services and social 
safety nets, while at the same time, encouraging 
investment, growth and job creation.

•	 	Economies	with	low	Total	Tax	Rates	are	not	
necessarily a model for other economies. Business 
understands the need to pay taxes, and that levying 
taxes is not an easy task for government. Government 
has a responsibility to use taxes to fulfil economic 
and social objectives, and improve infrastructure 
and the quality of life for citizens which in turn, 
benefits business.

•	 	In	the	past	five	years,	the	Doing Business report has 
recorded 171 reforms affecting the Paying Taxes 
indicator in 104 economies around the world. Over 
the past year, governments have stayed on course 
with reform programmes. 45 economies have reduced 
the tax burden on small to medium sized businesses, 
or made it easier to pay taxes, with reforms made in 
the year to 1 June 2009 – this is 25% more than in 
the previous year. 20 economies reduced profit tax 
rates, the most popular reform, closely followed by 
18 economies which focused on making the filing and 
payment of taxes easier. 

•	 	Timor‑Leste	and	Mexico	made	the	most	substantial	
reforms on the Paying Taxes indicator in this year’s 
Doing Business	report,	while	Eastern	Europe	and	
Central Asia is the region with the largest number of 
reforms for the third year in a row.

•	 	In	many	cases,	tax	compliance	imposes	a	heavy	
burden on business in terms of cost and time, and so 
has the potential to be a disincentive to investment 
and encourage informality. The Paying Taxes study 
shows that tax reform has continued to remain high 
on governments’ agendas, generally with the aim of 
reducing the regulatory burden of tax compliance 
on business.

•	 	Having	one	tax	per	base	(for	example	on	profits,	
labour, consumption, and property), can ease the tax 
compliance burden for companies. The time needed 
to comply can increase where there are multiple taxes. 
Filing and payment of labour taxes and consumption 
taxes add considerably to the time to comply. The 
requirement to keep separate books for tax, other 
than those required for accounting purposes, can also 
add to the time taken to comply.

•	 	Many	reforms	are	aimed	at	simplifying	the	tax	
law and making it easier for firms to comply with 
regulations. The ability to pay and file electronically 
has a significant positive impact on the ‘number of 
payments’	indicator.	Electronic	filing	is	shown	to	
be well‑established in developed economies and 
it is increasingly being implemented in developing 
economies. This requires the buy‑in and trust of 
taxpayers with regards to the tax payment system, as 
well as the availability of technology.

•	 	Respondents	to	the	supplementary	questions,	
included in this year’s survey, identified the way in 
which tax audits are dealt with and the approach 
of the tax authorities in dealing with businesses 
as the elements of the tax system in most need 
of improvement.
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Paying Taxes: Findings 
of the World Bank 
Group’s Doing Business 
2010 report

Chapter

1
In	Egypt,	during	the	18th	dynasty,	the	pharaoh	sent	tax	collectors	three	times	
a year. They were accompanied by a scribe who kept records. The scribe 
wrote down the names of the peasants and measured the fields. On the 
second visit the scribe and the tax collectors inspected the new crops. From 
this they calculated the taxes owed. The tax collectors made the third visit 
during the harvest to collect the pharaoh’s share. The taxes were paid in 
sacks of grain1.

Governments need revenues to provide public services to society. For 
businesses, these services offer infrastructure, education and other amenities 
key to achieving a common goal of prosperous, functional and orderly 
societies. Many services directly affect businesses – from company and 
land registries to courts. To finance these services, the vast majority of 
governments must levy taxes. The challenge for governments is to find a way 
to do so that ensures public revenues while encouraging compliance.

Businesses from around the world have identified taxation as an area in which 
they would most like to see their governments improve2.	How	governments	
raise revenues can make an important difference to business and growth. 
And what can be a challenge in good times becomes even more complicated 
when things become difficult. The global financial and economic crisis has led 
to rising government debt and unemployment around the world. The question 
for many governments is how to ensure public revenues while supporting 
economic recovery by encouraging firm growth and investment.

Doing Business measures the total tax burden borne by a standard small to 
medium sized business as well as the number of payments and total time 
spent complying with tax laws in a given year (Figure 1.3). Thus it compares 
tax systems and tracks reforms around the world from the perspective of local 
small to medium sized businesses. It does not measure the fiscal health of 
economies, the macroeconomic conditions under which governments collect 
revenues or the provision of public services supported by taxation.

Over the past year, as the financial and economic crisis affected economies 
around the world, governments stayed on course with reform programmes 
to lower the tax burden for businesses, broaden the tax base and make 
compliance easier. More economies reformed than in any previous year. A few 
economies,	such	as	Russia	and	Korea,	reduced	corporate	income	tax	rates	
or accelerated previously planned reform programmes as part of economic 
stimulus packages. In several economies small and medium sized businesses 
benefitted from other crisis response measures. Australia, for example, 
sought to encourage investments in assets by increasing capital allowance 
rates3. Twelve other economies introduced similar measures, including the 
Czech	Republic,	Korea	and	Lebanon.	Five	economies	reduced	property	tax	
rates: Denmark, the Netherlands, Niger, Portugal and Singapore.

10

1	 	Oracle	Education	Foundation,	ThinkQuest,	“Daily	Life	of	the	Egyptians” 
http://library.thinkquest.org

2 PricewaterhouseCoopers (2008).
3 Commonwealth and Australia (2008). 
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In the past, tax reforms were often part of government 
responses to financial or economic crises. During the 
Asian financial crisis of the late 1990s Singapore was 
one economy that undertook elaborate tax reforms to 
combat the economic downturn. It lowered business 
costs through a series of tax cuts, rebates and 
exemptions introduced over the course of the crisis. It 
also reduced the number of payments by removing the 
stamp duty on almost all documents4. Today Singapore 
is still one of the easiest places in which to pay taxes as 
measured by Doing Business.

The size of the tax burden on businesses matters 
for investment and growth. Where taxes are high 
and corresponding gains seem low, the incentive for 
businesses to opt out of the formal sector increases. 
A recent study shows that higher tax rates are 
associated with lower private investment and fewer 
formal businesses. A 10 percentage point increase in 
the effective corporate tax rate is associated with a 
reduction in the ratio of investment to GDP of up to two 
percentage points and a decrease in the business entry 
rate of about one percentage point5. Other research 
suggests that a one percentage point increase in the 
statutory corporate tax rate would reduce the local profits 
of existing investments by 1.31 percentage points on 
average6 and lead to an 18 percentage point increase in 
average debt‑to‑asset ratios (part of the reason for the 
lower reported profits)7. A one percentage point increase 
in effective corporate tax rates reduces the likelihood 
of establishing a subsidiary in an economy by 2.9 
percentage points8.

Besides the taxes paid, there are costs of complying with 
tax laws and of running the revenue authority. Worldwide 
on average, a standard small to medium sized business 
still spends three working days a month complying with 
tax obligations as measured by Doing Business. Where 
tax compliance imposes heavy burdens of cost and time, 
it can create a disincentive to investment and encourage 
informality9. Particularly in developing economies, 
large informal sectors contribute to the creation of 
an uneven playing field for formal small and medium 

Figure 1.1
Where is it easy to pay taxes – and where not?

Easiest Rank Most difficult Rank

Maldives 1 Jamaica 174

Qatar 2 Mauritania 175

Hong	Kong,	China 3 Gambia, The 176

United	Arab	Emirates 4 Bolivia 177

Singapore 5 Uzbekistan 178

Ireland 6 Central	African	Republic 179

Saudi Arabia 7 Congo,	Rep. 180

Oman 8 Ukraine 181

New Zealand 9 Venezuela,	R.B. 182

Kiribati 10 Belarus 183

Note:	Rankings	are	the	average	of	the	economy’s	rankings	on	the	number	of	
payments, time and total tax rate.

Source: Doing Business database.

Figure 1.2
104 economies reformed in paying taxes in 2004‑08
Average percentage change, 2004‑08

Note: The percentage increase in payments in low income economies is driven 
by one major reform in one economy that increased payments by 60% in 2006. 
Without this outlier the average percentage decrease would be 1.09%.

Source: Doing Business database.

Income group

High

Upper middle

Lower middle

Low

Payments Time to comply Total tax rate

2004

2008 ‑1
0.

3

‑4
.3

‑7
.7

‑1
7.

8

‑5
.9

‑1
1.

7

‑1
2.

8 ‑9
.3

‑1
5.

9

1.
7

‑4
.6

‑1
0.

6

4 Chew (2009).
5 Djankov and others (forthcoming).
6	 Huizinga	and	Laeven	(2008).

7	 Huizinga,	Laeven	and	Nicodème	(2008).
8	 Nicodème	(2008).
9	 Everest‑Phillips	and	Sandall	(2009)	and	de	Mooij	and	Nicodème	(2008).
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sized enterprises, squeezed between smaller informal 
competitors and larger competitors whose greater 
resources can help win a more effective audience 
with government and thus greater tax concessions.

Worldwide, economies that make paying taxes easy 
tend to focus on lower tax rates accompanied by wider 
tax bases, simpler and more efficient tax administration 
and one tax per tax base. They also tend to provide 
electronic filing and payment systems, which reduce 
the tax burden for firms while lightening their 
administrative requirements.

Who reformed in 2008/09?

Between 2 June 2008 and 1 June 2009, 45 economies 
made it easier for businesses to pay taxes – almost 
25% more than in the previous year10.	Reforms	over	
this period both lowered the tax burden on businesses 
and simplified tax compliance processes. 20 economies 
reduced corporate income tax rates, while nine reduced 
labour tax rates (Figure 1.4). A second category of 
reforms focused on making it easier to file tax returns 
and pay taxes. 18 economies, more than in any 
previous year, introduced electronic filing and payment 
systems. Seven reduced the number of taxes paid 
by consolidating or eliminating taxes. 12 adopted 
new tax laws or substantially revised existing ones 
to simplify procedures and modernise tax regimes: 
Djibouti,	the	Islamic	Republic	of	Iran,	Kazakhstan,	
the	Kyrgyz	Republic,	FYR	Macedonia,	Oman,	Sierra	
Leone, Sudan, Timor‑Leste, Tonga, Uzbekistan 
and Vietnam.

Timor‑Leste was the top reformer in 2008/09. A new 
tax law came into force in July 2008, transforming 
the tax regime for businesses. It cut the profit tax rate 
from 30% to 10%, allowed all depreciable assets to be 
fully written off in the year of purchase and abolished 
the alternative minimum tax and the withholding tax 
on interest (Figure 1.5). Corporate income tax is now 
paid in quarterly rather than monthly instalments when 

Number of hours per 
year to prepare, file 

returns and pay taxes

Firm tax liability as % 
of profits before all 

taxes borne

Number of tax payments per year

Figure 1.3
Paying taxes: tax compliance for a local 
manufacturing company

33.3%

Total tax rate

33.3%

Payments

33.3%

Time

Rankings	are	based	on	three	sub‑indicators.

Figure 1.4
Reducing	tax	rates	–	the	most	popular	reform	feature	
in 2008/09

Reduced	profit	
tax rates

Algeria, Bangladesh, Benin, Brunei 
Darussalam, Cape Verde, Fiji, Iceland, Israel, 
Kazakhstan,	Republic	of	Korea,	Kosovo,	
Montenegro,	Philippines,	Russian	Federation,	
Spain, St. Vincent and the Grenadines, 
Sudan, Timor‑Leste, Togo, Vietnam

Simplified process 
of paying taxes

Angola, Belarus, Belgium, Colombia, Czech 
Republic,	Finland,	Guatemala,	Jordan,	
Kyrgyz	Republic,	Lao	PDR,	Lebanon,	FYR	
Macedonia, Mexico, Peru, Poland, Sierra 
Leone, Taiwan (China), Tunisia

Revised	tax	code

Djibouti,	Islamic	Republic	of	Iran,	Kazakhstan,	
Kyrgyz	Republic,	FYR	Macedonia,	Oman,	
Sierra Leone, Sudan, Timor‑Leste, Tonga, 
Uzbekistan, Vietnam

Reduced	labour	
tax or mandatory 
contribution rates

Belgium,	Benin,	Czech	Republic,	Kazakhstan,	
Kyrgyz	Republic,	FYR	Macedonia,	Moldova,	
Montenegro, Poland

Eliminated	taxes
Cameroon,	Djibouti,	Kyrgyz	Republic,	South	
Africa, Sudan, Timor‑Leste, Vietnam

Source: Doing Business database.

10 This year’s report records all reforms with an impact on the paying taxes indicators 
between June 2008 and May 2009. Because the case study underlying the paying taxes 
indicators refers to the financial year ending December 31, 2008, reforms implemented 
between January 2009 and May 2009 are recorded in this year’s report, but the impact will 
be reflected in the data in next year’s report.
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turnover is less than $1 million, with simple rules for its 
calculation. The time required for paying taxes fell by 364 
hours a year.

Mexico was the runner‑up reformer thanks to its 
introduction of electronic filing systems for payroll taxes, 
property taxes and social security. This reduced the 
number of payments in a year by 21.

For	the	third	year	in	a	row	Eastern	Europe	and	Central	
Asia had the largest number of reforms, with 10 
economies reforming. Kazakhstan cut its corporate 
income tax rate by 10 percentage points. Kosovo, 
Montenegro	and	Russia	also	reduced	their	corporate	
income	tax	rates.	Kazakhstan,	the	Kyrgyz	Republic,	FYR	
Macedonia, Moldova, Montenegro and Poland reduced 
the rates for labour taxes and mandatory contributions 
paid	by	employers.	Region‑wide	shifts	have	become	
evident. Traditionally, employers have borne a significant 
share of the tax burden through labour taxes. This is 
gradually reversing, with the region accounting for 55% 
of labour tax rate reforms in the past two years.

Figure 1.5
Major cuts in corporate income tax rates in 2008/09

Region Reduction in corporate income tax rate (%)

East	Asia	&	Pacific

Brunei Darussalam from 25.5 to 23.5
Fiji from 31 to 29
Philippines from 35 to 30
Timor‑Leste from 30 to 10
Vietnam from 28 to 25

Eastern	Europe	&	
Central Asia

Kazakhstan from 30 to 20
Kosovo from 20 to 10
Montenegro from 15 to 9
Russian	Federation	from	24	to	20

Sub‑Saharan Africa

Benin from 38 to 30
Cape Verde from 30 to 25
Sudan from 30 to 15
Togo from 37 to 30

OECD	high	income
Iceland from 18 to 15
Republic	of	Korea	from	25	to	22
Spain from 32.5 to 30

Middle	East	&	North	
Africa

Algeria from 25 to 19
Israel from 29 to 27, and further to 26a

Latin	America	&	
Caribbean

St. Vincent and the Grenadines from 37.5 to 
35, and further to 32.5a

South Asia Bangladesh from 40 to 37.5

a. The statutory rate changed twice over the period 2008 to 2009.

Source: Doing Business database.
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Electronic	systems	are	increasingly	used	in	the	
region. In Belarus the online tax portal has become 
fully	operational	for	use	by	all	taxpayers,	and	in	FYR	
Macedonia electronic filing is now mandatory for all 
taxes. In the past four years changes such as these 
have reduced the average number of tax payments in the 
region by four and the time for tax compliance by almost 
six days. Other reforms also simplified tax compliance. 
Kazakhstan,	FYR	Macedonia	and	Uzbekistan	introduced	
new	tax	codes.	So	did	the	Kyrgyz	Republic,	and	it	
eliminated some taxes as well.

Sub‑Saharan Africa had the second largest number of 
reforms, accounting for almost a fifth of the total. This is 
timely in a region where businesses still face the highest 
average tax burden in the world (Figure 1.6). On average, 
African firms must pay 68% of profits in taxes and 
mandatory contributions and spend 38 days a year 
complying with 37 tax payments and filings.

Benin, Cape Verde, Sudan and Togo reduced the 
corporate income tax rate by 8.75 percentage points 
on average. Benin also reduced its payroll tax, by four 
percentage points. Sudan enacted a new tax code, 
reduced the capital gains tax by five percentage points 
and abolished an additional tax on labour. South Africa 
abolished the stamp duty, and Cameroon exempted new 
companies from the business license tax for two years. 
Electronic	filing	became	more	popular	across	the	region.	
Angola and Kenya introduced electronic systems, making 
it easier to pay taxes. Sierra Leone eased tax compliance 
and increased transparency through administrative 
reforms at the tax authority and publication of a 
consolidated income tax act, now available online.

In	East	Asia	and	the	Pacific,	Brunei	Darussalam,	Fiji,	the	
Philippines and Vietnam joined Timor‑Leste in reducing 
corporate income tax rates. Vietnam cut the rate to 25% 
and also abolished the surtax on income from the transfer 
of	land.	Lao	PDR	consolidated	the	filing	for	three	taxes	in	
a single tax return and improved the lodgement process 
and staffing at the tax offices. Taiwan (China) extended 
electronic filing and payment to the value added tax. 
In Tonga, Timor‑Leste and Vietnam new income tax laws 
came into effect.

In	the	Middle	East	and	North	Africa	the	trend	of	
lowering corporate income tax rates and implementing 
online systems continued. Jordan simplified tax forms 
and introduced an online filing and payment system. 
Lebanon also introduced electronic payment. In Tunisia 
as of 2009, all companies with a turnover equivalent to at 
least $1.5 million must use the télédeclaration online tax 
system. Algeria and Israel reduced corporate income tax 
rates. Oman introduced a new income tax law. Djibouti 
replaced its sales tax with a new value added tax, as did 
the	Islamic	Republic	of	Iran.

Among	OECD	high‑income	economies,	Belgium,	
Finland and Spain made it even easier to file and pay 
taxes electronically. Iceland, Korea and Spain reduced 
corporate	income	tax	rates.	The	Czech	Republic	
mandated electronic filing for all taxes, reducing 

Figure 1.6
Overall tax burden still highest in Sub‑Saharan Africa
Total	Tax	Rate	(%	of	profit)

Source: Doing Business database.
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compliance time by 317 hours, and lowered the rate for 
social security contributions from 8% to 6.5%.

In Latin America and the Caribbean most major 
reforms enhanced electronic systems. This is a 
welcome development, since the region’s businesses 
spend the greatest average time on tax payment and 
filings (Figure 1.7). Aside from Mexico’s reforms, Peru 
made it easier to pay value added tax by providing 
taxpayers with free software. Colombia’s tax authority 
upgraded its electronic payment system (MUISCA) 
to allow electronic filing and payment of corporate 
income tax and value added tax. Guatemala introduced 
regulations mandating use of electronic systems for tax 
payments and filings, reducing the number of payments 
by 14. St. Vincent and the Grenadines lowered the 
corporate income tax rate from 37.5% to 35% in 2008 
and to 32.5% in 2009.

In South Asia only Bangladesh reformed, reducing the 
corporate income tax rate from 40% to 37.5%.

Only one economy increased the corporate income 
tax rate: Lithuania, from 18% to 20% in 2009. 
The	Democratic	Republic	of	Congo	increased	the	sales	
tax from 13% to 15%. Two economies increased the 
labour tax and mandatory contribution rates: St. Vincent 
and the Grenadines by one percentage point and Tunisia 
by	1.07	percentage	points.	Romania	increased	the	rates	
of three labour taxes.

Three economies introduced new taxes. Brunei 
Darussalam introduced a 12% building tax on commercial 
buildings.	República	Bolivariana	de	Venezuela	had	a	new	
anti‑drug tax come into effect in 2008.

Towards smart regulation

In the past five years, Doing Business has recorded 
171 reforms in paying taxes in 104 economies around 
the world – reforms aimed at making tax compliance 
easier and the tax burden lighter for small and medium 
sized	businesses.	Reformers	in	economies	as	diverse	
as	Egypt,	Mauritius	and	Turkey	have	underscored	the	
importance of tax reform in enhancing economic growth 
and investment, increasing competitiveness, combating 
unemployment and achieving good governance. In 
reforming their tax systems they have sought to eliminate 
various exemptions, broaden the tax base and modernise 
their tax systems.

Easing compliance through broad‑based reforms

Many tax reforms are aimed at simplifying the tax law 
and making it easier for firms to comply with regulations. 
A bold step in this direction involves eliminating tax 
exemptions, tax holidays and other special treatment 
for different types of businesses, to achieve equal 
treatment	for	all	businesses.	Eliminating	tax	exemptions	
can be difficult, because they are often used as tax 

Figure 1.7
Most	time	consuming	in	Latin	America	&	Caribbean

Source: Doing Business database.
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11	 Hadler,	Moloi	and	Wallace	(2006).
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incentives	with	specific	objectives.	Reform	experiences	
in	such	economies	as	Egypt,	Georgia,	Mauritius	and	
Turkey show that it takes political will and buy‑in from 
stakeholders to succeed.

Jamaica also has a lesson to share: during its 1986 flat 
tax reform it used arguments of fairness to overcome 
opposition to reform—and eliminated 17 types of 
credits and 44 allowances11.	In	2005	Egypt	eliminated	
all tax exemptions and introduced a flat tax of 20% on 
corporate income, down from 32% or 40%, as well as 
electronic filing and self‑assessment12. Sales tax revenue 
rose by 46%, and corporate tax collections by 24.7%. 
Mauritius shifted from a tiered rate to a single rate with 
a broader tax base. It also streamlined tax administration 
and made it electronic. The following year corporate tax 
collection exceeded estimates by 13.5%13.

Georgia’s tax reform of 2008 was multi‑faceted, targeting 
different taxes simultaneously. It lowered the corporate 
tax rate, abolished the social tax and introduced online 
filing, reducing both the number of tax payments and the 
time	needed	to	comply.	Easier	compliance	also	made	
enforcement less burdensome. Surveys of businesses 
showed that the average number of visits or required 
meetings with tax officials fell from eight in 2005 to only 
0.4 in 200814.

Making systems electronic

Almost 70 of the 183 economies covered by Doing 
Business offer some form of electronic tax filing and 
payment options to businesses (Figure 1.8). In 55 
economies the electronic systems are used by a 
significant share of businesses. Not surprisingly, among 
OECD	high‑income	economies	all	but	one	permit	firms	
to file and pay taxes electronically. But the trend is also 
picking up among developing economies. In the past five 
years, 31 have introduced fairly comprehensive electronic 
systems. Another 13 are introducing electronic filing or 
payment or have just done so and are encouraging wider 
use by taxpayers.

Many economies are eager to make use of technology 
to ease the paying of taxes – and with good reason. 
If properly implemented, and adopted by businesses, 
electronic tax systems speed up processing, improve 
data collection and reduce error rates. In the United 
States in 2009, the error rate was less than 1% for 
electronically prepared and filed returns but about 20% 
for paper returns15. But taxpayers can be slow to take 
up the new technology. In many developing economies 
access to the internet remains an obstacle. But adoption 
of new systems can be slow for reasons that cut 
across economies at all levels of development. Most 
critically, taxpayers need to trust the payment system. 
This requires high‑quality security systems to protect 
data. Also required are laws addressing data protection 
and privacy concerns and allowing electronic signatures. 
Electronic	payment	can	be	implemented	in	several	ways,	
including through the internet. Another way is through 

11	 Hadler,	Moloi	and	Wallace	(2006).	
12 World Bank (2006).
13 Cuttaree and Trumbic (forthcoming).

14	 World	Bank	Enterprise	Surveys	(http://www.enterprisesurveys.org).
15	 Kim	Dixon,	“Electronic	Tax	Filing	Jumps	19	Percent	–	IRS,”	Reuters,	April	30,	2009,	http://

uk.reuters.com/article/idUKN3032076020090430

Figure 1.8
Going electronic – more economies put tax 
systems online
Share of economies with online tax filing and payment %

Source: Doing Business database.
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Paying Taxes:  
Findings of the World Bank Group’s Doing Business 2010 Report

Figure 1.9
Who makes paying taxes easy and who does not – 
and where is the total tax rate highest and lowest?

Payments (number per year)

Fewest Most

Maldives 1 Côte d’Ivoire 66

Qatar 1 Serbia 66

Sweden 2 Venezuela,	R.B. 71

Hong	Kong,	China 4 Jamaica 72

Norway 4 Kyrgyz	Republic 75

Singapore 5 Montenegro 89

Mexico 6 Uzbekistan 106

Timor‑Leste 6 Belarus 107

Kiribati 7 Romania 113

Mauritius 7 Ukraine 147

Time (hours per year)

Fastest Slowest

Maldives 0 Mauritania 696

United	Arab	Emirates 12 Ukraine 736

Bahrain 36 Venezuela,	R.B. 864

Qatar 36 Belarus 900

Bahamas, The 58 Nigeria 938

Luxembourg 59 Armenia 958

Oman 62 Vietnam 1,050

Switzerland 63 Bolivia 1,080

New Zealand 70 Cameroon 1,400

Macedonia,	FYR 75 Brazil 2,600

Total tax rate (% of profit)

Lowest Highest

Timor‑Leste  0.2 Tajikistan 85.9

Vanuatu  8.4 Mauritania 86.1

Maldives  9.1 Uzbekistan 94.9

Namibia  9.6 Belarus 99.7

Qatar  11.3 Argentina 108.1

United	Arab	Emirates  14.1 Central	African	Republic 203.8

Saudi Arabia  14.5 Sierra Leone 235.6

Bahrain  15.0 Burundi 278.6

Georgia  15.3 Gambia, The 292.4

Kuwait  15.5 Congo,	Dem.	Rep. 322.0

Source: Doing Business database.

automatic bank transfers, popular across all regions and 
income levels, mainly because taxpayers perceive it as 
less prone to security risks.

In Lebanon taxpayers can make electronic payments 
at any post office. In Tunisia the government initially 
introduced an intermediate option allowing online filers 
to print a receipt number and make their payment in 
any tax office. The past year’s reform consolidated 
electronic payment and filing through the télédeclaration 
online system.

Another issue is access to the system. To encourage 
use of new technology, Peru and South Africa provide 
free software that makes the filing process automatic16. 
France eased access while maintaining security by 
scrapping its electronic verification software. Taxpayers 
can now verify their identity with the numbers on their 
annual declaration and their notice of assessment. In 
Chile taxpayers can use their universal identification 
number and a password.

Faster refunds and processing times for online 
transactions are key incentives to encourage use of new 
technology. Australia, Ireland, Taiwan (China), the United 
Kingdom and the United States offer such inducements. 
South Africa waived late penalties for online filers in 2007. 
France introduced tax credits for individual taxpayers 
filing their returns electronically, though in the future this 
will apply only to first‑time electronic filers. Sharing gains 
from administrative efficiency is a way to encourage 
taxpayers to use the system.

16 Wongtrakool (1998).



A PricewaterhouseCoopers 
commentary on the results

Chapter

2
Introduction

The current environment

The economic downturn experienced over the past 12 to 18 months has 
been particularly severe. It has become more than just a matter of surviving 
a	period	of	extreme	upheaval	until	conditions	return	to	normal.	Rather,	there	
is an expectation that the economies emerging from the downturn might be 
different to those which went into it, and that governments are likely to be 
much more active players in the private sector. Stabilising financial systems 
in the wake of the credit crunch, managing publicly owned stakes in financial 
services companies, and coordinating better internationally on global issues 
such as climate change and energy infrastructure, all mean significant change 
for economies around the world.

The economic recession has caused great uncertainty in the global markets 
resulting in a perceived need for significant regulatory reform, including 
the reform of tax systems. This will affect the cost of doing business. 
For developing countries, there is the added concern that as the developed 
world seeks to protect its economies and maintain competitiveness, there will 
be an adverse impact on world trade and international investment, and so on 
their ability to economically prosper and grow.

Levying taxes is not easy, and the present economic circumstances have 
made it even more difficult. Governments have to use the tax system 
to provide and manage public finances to fund their necessary public 
expenditure programmes, including those required to meet social objectives, 
and also to promote business investment and economic growth. What is 
important is how the tax system fulfils these objectives. The tax system 
should	encourage,	and	not	discourage	business	growth.	Higher	taxes	should	
contribute to improving the quality of life for citizens, and tax administration 
should be as professional and efficient as possible. Last year’s report set out 
the possible hallmarks of a good tax system and these are summarised again 
on page 23.

Tax reform remains firmly on the government agenda. Through its Doing 
Business indicators, the World Bank Group has recorded tax reforms in 
104 economies around the world during the five years of the Paying Taxes 
study. The recession is not likely to lessen the pace of these changes. The 
downturn has reduced corporate profitability and slowed investment and 
transaction activity, thus reducing government tax revenues from business. 
The challenge for government is not only to rebuild revenues, but also to 
help businesses survive through a difficult time and position themselves 
best for recovery, while also exploring possibilities for easing complexity 
and administrative burden.

18
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A PricewaterhouseCoopers commentary on the results

About the Paying Taxes study

The Paying Taxes study is part of the World Bank Group’s 
Doing Business project (see Appendix 4). Doing Business 
provides a quantitative measure of the regulations 
applied to domestic, small and medium sized enterprises, 
from 10 business aspects, including Paying Taxes. 
The Paying Taxes indicator looks at the tax systems in 
183 economies, to assess how they apply to and affect 
a standard case study company (TaxpayerCo), facilitating 
the comparison of the world’s tax systems using a 
consistent set of assumptions. The objective is to ensure 
that the results can be measured on the same basis for 
each economy, to enable comparisons to be made. The 
study provides quantitative data to inform and stimulate 
discussion, enabling governments to benchmark their tax 
systems against others, and to identify possible priority 
areas for reform.

It should be noted that the process to generate the 
Paying Taxes results is an intensive and rigorous one. 
Expert	contributors	from	each	economy	provide	data	
in a standard format which is sense‑checked and 
validated by the World Bank Group team. After five 
years of the study, the data is well established. Any 
amendments must be evidenced by changes in the law or 
administration and discussed with all contributors in the 
economy. The annual data gathering process for Paying 
Taxes is summarised in Figure 2.1.

The use of a case study company with a standard fact 
pattern does of course bring limitations. The size of 
the company (60 employees) may be considered large 
in some countries, and modest in others, potentially 
generating issues around the availability of special 
regimes for small and medium sized enterprises. The 
location is in the most populous city, which tends to be 
expensive from a tax perspective in some economies. 
The type of business may have an impact, as additional 
taxes or incentives are often available for specified 
activities. Also, the fact that the indicator addresses only 
certain aspects of tax administration and not others (e.g. 
the approach of the tax authority), could be considered 

limiting. Nevertheless, this study is unique in that it 
covers so many economies, facilitating benchmarking 
of those that participate, and also because it provides 
a view of the world’s tax regimes from the point of view 
of the company. The fact pattern chosen is there to 
facilitate the collection of data, which can be compared 
across a large number of economies. There is a wealth 
of data available to the users of the study, with the 
results covering three sub‑indicators relating to Paying 
Taxes	(the	TTR,	the	number	of	tax	payments,	and	the	
time to comply), for three main types of tax and in 183 
economies. All of this data is available on the World Bank 
Group and PwC websites17.

As mentioned above, the study measures three 
separate aspects of paying taxes. Two of these relate 
to the tax compliance burden and one to the cost of the 
tax burden. All three are equally weighted to arrive at an 
overall ranking. Therefore, the results are weighted to 
the tax compliance burden and this is one reason why 
it is important to look at each sub‑indicator separately. 
Another reason is that each sub‑indicator measures a 
different aspect of the tax system, generating important 
findings for each aspect that are not necessarily revealed 
in	the	overall	ranking.	For	example,	a	low	tax	cost	(TTR)	
does not necessarily translate into a low compliance 
burden. Nigeria is an economy where the data shows 
a	ranking	of	49	for	its	low	TTR	(32.2%),	but	where	the	
number of hours required for compliance is relatively high 
at 938, giving a low ranking of 178 for the time to comply. 
An example at the other end of the scale is Sweden 
which	has	a	higher	TTR	(54.6%)	and	a	low	ranking	(144),	
but where it is relatively easy to comply with the system 
requiring only 122 hours which gives a high ranking of 
34 for the time to comply. Sweden is an example of an 
economy with an efficient tax system, and where high 
taxes flow through to give high value social services and 
a better standard of living.

It is also important to appreciate how and why economies 
may move up and down in the rankings. The ranking for 
an economy may fall, despite there being no change in 
its underlying data. This is generally due to the fact that 

17 www.doingbusiness.org 
www.pwc.com/payingtaxes
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Feedback of final results to government representatives.

Figure 2.1
Flowchart to summarise the annual Paying Taxes process
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April to July

September

November

February

Questionnaire	is	reviewed	by	the	World	Bank	Group	and	PwC	Paying	Taxes	
teams. Improvements to indicator and non‑indicator questions implemented.

Clearance of revised questionnaire by World Bank Group management team.

Distribution of the questionnaire by the World Bank Group team to the 
contributors in each economy, including PwC.

Completion of the questionnaire by contributors with a facility to raise queries 
with the World Bank Group.

Review	of	the	questionnaires	submitted,	by	the	World	Bank	Group	team.	
Identification of issues arising from the data, and investigation of these with 

the contributors. (Typically, there are four rounds of interaction between 
contributors and the World Bank Group team).

Any suggested changes to the indicators are investigated further with the 
contributors and then verified with other third party contributors. The change is 
only made if it is substantiated. Finalisation and input of the data into the World 
Bank Group model. Calculation and finalisation of the indicators and rankings.

Clearance of these with the World Bank Group management.

Drafting of the World Bank Group Paying Taxes chapter for inclusion in the 
Doing Business report and, clearance with World Bank Group management.

Launch of the Doing Business report and data on the website.

Independent PwC analysis of indicator and non‑indicator data to determine a 
PwC perspective. Focus on geographical and economic groupings.

Drafting of the Paying Taxes report.

Regional	launch	events	for	the	Paying	Taxes	report.

Feedback of the final results to the contributors.
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there have been reforms in other economies. In addition, 
the distribution of the results is also important. For each 
of the sub‑indicators there is a ‘clustering’ of results, 
with a large number of economies falling within a certain 
banding. For economies within this banding, a small 
improvement in their results can result in a significant 
movement up the rankings. For example, this year 
Madagascar	has	reduced	its	TTR	by	3.6%	and	improved	
its ranking for this indicator by 13 places. For countries 
in the more sparsely populated parts of the distribution, 
significant reform and large improvements may see only 
modest	movements.	This	year,	the	Czech	Republic	has	
reduced its hours to comply substantially by 317 hours 
from 930 to 613, but this has only improved the ranking 
for this sub‑indicator by three places, up from 174 to 171.

Every	year,	the	Paying	Taxes	results	are	discussed	with	
governments, business and other stakeholders around 
the world, stimulating many useful discussions on tax 
systems and reform. 



Section 1 

The Paying Taxes indicators

Section 1 of this chapter is a commentary on some of 
the key issues that the Paying Taxes data highlights 
this year. The findings reinforce the messages that have 
been addressed in previous editions of Paying Taxes, 
underlining their relevance. A number of new themes 
are also identified that can be drawn from comparing 
the data with other indices, such as the United Nations 
Human	Development	Index.

It is emphasised that economies at the top of the global 
rankings are not necessarily the best examples of what 
might be considered to be an ideal tax system. While 
there	are	three	economies	in	the	top	ten	(Hong	Kong,	
Singapore and Ireland) which are worth considering as 
countries which have followed a policy of low corporate 
taxes to stimulate business investment, there are also 
five oil‑rich states and two small island states which 
have economic environments which are not the norm. 
However,	experience	shows	that	governments	use	the	
Paying Taxes results to benchmark their tax systems 
against neighbouring countries, or those that they 
consider economic peers. For example, the Netherlands 
might	benchmark	primarily	across	the	EU	countries,	while	
Chile might benchmark against its neighbours, including 
Argentina, Brazil, Peru and Bolivia. This section therefore 
explores a number of different regional and economic 
groupings, to show how the data can be presented in 
ways which may be considered most relevant.

Section 2 

Further insights on tax administration

The Paying Taxes results do not measure all aspects of 
tax administration. Over the last two years, a list of further 
questions has been developed to collect additional data 
to address other relevant issues. Useful input has been 
received from business, governments and international 
organisations on these questions. These additional 
questions have been included in this year’s questionnaire, 
and some of the results are analysed and discussed in 
Section 2 of this chapter.

The answers to these questions are not used in the 
calculation of the sub‑indicators but, they do provide 
some useful further insights on the impact of tax systems. 
The questions are grouped around:

•	 	clarity	and	accessibility	of	the	tax	rules;

•	 	how	centralised/decentralised	the	tax	system	is,	and	
whether	this	impacts	tax	administration;

•	 	the	approach	of	the	tax	authorities;	and

•	 	dealing	with	tax	audits.

A list of the additional questions is included in 
Appendix 3. Several of the additional non‑indicator 
questions invite the contributor to express a view. It 
is acknowledged that the results to these questions 
represent only opinion, and that opinions on these points 
can	vary.	However,	it	is	clear	from	our	discussions	with	
interested parties that these additional aspects of the tax 
systems are important. Input into how this aspect of the 
study can continue to be developed is welcomed.

What this chapter covers

22
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What makes a good tax system? 
Some possible hallmarks

23Paying Taxes 2010

Clear purpose

1	 Raises	revenue	to	fund	public	expenditure.

2 Balances the budget (over a period of time).

3 Meets social objectives.

4 Improves human development.

Strategic

5  Stable and consistent, enabling long‑term 
business investment.

6 A fair value for natural resources.

7	 Encourages	international	trade.

8	 	Encourages	change	in	behaviour	which	society	
is agreed upon.

Coherent and efficient

9 Minimises the administrative burden.

10 Clear and understandable rules.

11  Consistent with wider (non tax) law and 
international principles.

12 Consultation on policy and administration.

Fair and transparent

13  Based on law rather than the practice of 
tax authorities.

14 Consistently enforced.

15  Independent and effective route for resolving disputes 
with the tax authority.

16  Mutual trust and respect between taxpayers and the 
tax authority.

Note: A PricewaterhouseCoopers discussion of the possible hallmarks of a good tax system.
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The study has again involved gathering data on the tax 
affairs of a case study company from contributors in 
each of the economies. This year, the study covered 
183 economies (two more than last year). Contributors 
review the financial statements and a list of transactions 
of a standard small to medium sized case study 
company, and generate information to calculate results 
for three sub‑indicators related to the ease of paying 
taxes. These are:

•	 the	total	tax	cost;
•	 	the	time	taken	to	comply	with	the	three	major	

taxes;	and
•	 the	number	of	tax	payments.

These are equally weighted to produce an overall 
ranking for each economy, for the ease of paying taxes. 
These rankings are included in Appendix 1 of this report. 
The rankings of each of the individual sub‑indicators are 
also disclosed. It is important to look at each of these 
separately, as they measure different aspects of the 
tax system.

The total tax cost indicator calculates a Total Tax 
Rate	(TTR)	using	the	principles	of	the	PwC	Total	Tax	
Contribution methodology. This is a measure of the cost 
of all taxes borne by the company when paid, including 
labour taxes and contributions borne by the employer, 
property taxes, indirect taxes, and environmental taxes, 
as well as corporate income tax. Taxes collected on 
behalf of government, but not borne by the company, 
do	not	impact	the	TTR.	This	is	the	case	for	most	
consumption taxes (including sales taxes and value 
added tax18), and taxes and contributions deducted from 
employees’ salaries. It is important to note, however, that 
these taxes collected generate administrative obligations 
and therefore, the time to comply and payments 
indicators do collect and reflect data on these taxes.

The time to comply indicator measures the time needed 
to prepare, file and pay (or withhold) three major types 
of	taxes	and	contributions;	corporate	income	tax,	value	

added (or sales) tax, and labour taxes (including payroll 
taxes and social security contributions).

The number of tax payments indicator reflects the total 
number of taxes and contributions paid by the case 
study company during the course of a year, reflecting the 
method of payment, the frequency of payment and the 
number of agencies involved.

The detailed methodology and assumptions used are set 
out in Appendix 2.

Overall results

Figure 2.2 sets out the global average result for each 
of the indicators, analysed by each type of tax. It also 
includes the range of results. TaxpayerCo has a global 
average	TTR	of	48.3%,	needs	286	hours	to	comply	
with its tax affairs, and makes 31 tax payments. Further 
analysis of regional and individual economy results is set 
out below.

Section 1 
The Paying Taxes indicators

Chapter

2

Figure 2.2
The global average for each indicator

TTR % Hours Payments

Profit taxes 18.2 74  3.7

Labour taxes and 
contributions

16.1 105 11.9

Other/ Consumption 14.0 107 15.4

Total Tax 48.3 286 31.0

Range 0.2 – 322 0 – 2,600 1 – 147

Note: The table shows the average result for all economies in the study.

Source: Doing Business database.

18  In general in this report VAT is used as a shorthand to refer to the similar consumption 
taxes such as value added tax and goods and services tax (GST).
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Section 1 
The Paying Taxes indicators

Corporate income tax is only part of the burden 
of taxes

A consistent message of the Paying Taxes study each 
year, is that corporate income tax19 is only part of the 
tax burden on business. The data from this year’s study 
shows the same position. Figure 2.3 shows that, on 
average, for all 183 economies in the study, corporate 
income tax accounts for 12% of the tax payments made 
by the case study company (13% in 2009), for 26% 
of the compliance time (26% in 2009), and for 38% of 
the	TTR	(	37%	in	2009).	When	considering	reform,	it	is	
important for governments to take into account all of the 
taxes that companies pay.

The number of taxes paid by business

The message that corporate income tax is only one of 
many taxes is illustrated by looking at the number of 
taxes that the case study company is required to comply 
with (both those it collects on behalf of government and 
those which are borne by the company). The global

average number of taxes is 9.5 (see Figure 2.4) although 
this varies significantly around the world.

Figure 2.5 shows the average total number of taxes 
for our case study company, for a number of different 
regional groupings. The average varies from just over 
nine	for	economies	in	Central	Asia	and	Eastern	Europe,	
to 11.4 for those in the G20. The average number of profit 
taxes is between one and 1.5 for all of the groupings 
shown here. This pattern is consistent with that seen in 
previous years.

Profit taxes include corporate income tax and other taxes 
calculated by reference to profit, such as the trade tax in 
Germany	and	federal	income	tax	(IRES)	in	Italy.	Corporate	
income tax remains a very common tax. Only eight 
economies out of the 183 in the study do not have a 
corporate income tax within their tax regime.

The impact of the recession on the tax cost 
for business

The recession has shown corporate income tax 
to be a volatile tax. As profits have fallen, so have 
corporate income tax receipts. In the UK, for example, 
government receipts for corporation tax are estimated 
to have fallen by 7.5% between 2008 and 2009, 
and are projected to fall by a further 20% between 
2009 and 201020. For business, however, the total 
tax cost has increased when compared with profits, 
as the other taxes which are paid but not calculated 
by reference to profits, have not fallen to the same 
extent. This impact of the recession is not reflected in 
the results for TaxpayerCo in the Paying Taxes study 
as	the	profit	margin	remains	fixed	at	20%.	However,	
this increased cost can be seen in the results of the 
annual study which PwC carries out in the UK for 
The	Hundred	Group	of	Finance	Directors	(FTSE	100	
companies), using the PwC Total Tax Contribution 
framework. In the 2007 study21,	the	average	TTR	for	
a company was 36.2% (very close to the UK result 
for TaxpayerCo in Paying Taxes). In the 2008 study22, 
profits	fell	and	the	TTR	increased	to	38.2%.	The	2009	
study is still under analysis, but the initial indications 
are	that	profits	have	fallen	further	and	the	TTR	has	
again increased.

Figure 2.3
Corporate income tax is only part of the burden

Note: The chart shows the average result for all economies in the study.

Source: Doing Business database.

Profit taxes

Labour taxes

Other taxes

Payments Time TTR

50% 37% 29%

38%

12%

37%
33%

26%

38%

Figure 2.4
Global average number of taxes levied on our case 
study company

Note: The chart shows the average result for all economies in the study.

Source: Doing Business database.

Global average number of taxes = 9.5

Property Profit
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19 The % for Corporate Income Tax (CIT) also includes other taxes calculated by reference to 
profit.	However,	CIT	is	the	predominant	tax	on	profit	and	only	eight	economies	in	the	study	
do not have CIT. 

20	 	UK	HM	Treasury	Budget	2009:	the	economy	and	public	finances	–	supplementary	material.

21 Total Tax Contribution – PricewaterhouseCoopers LLP (UK) 2007 survey for The 
Hundred	Group.

22 Total Tax Contribution – PricewaterhouseCoopers LLP (UK) 2008 survey for The 
Hundred	Group.
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Labour taxes include a variety of taxes and contributions 
that relate to employment. Payroll taxes in Australia 
are an example of labour taxes and contributions 
on employers. In some economies, a single social 
contribution is levied, partly on the employer and 
partly on the employee, such as the National Insurance 
Contributions paid in the UK. In other economies, such 
as France, there are several separate contributions 
such as old age and health insurance, unemployment 
insurance, accident insurance, and others. Taxes and 
mandatory payments relating to wages and salaries 
are often handled by a different authority to the main 
tax authority, and are typically governed by separate 
legislation. This contributes to challenges regarding 
their measurement, together with the objection that 
such levies are reflected in the cost of labour. But, as 
with other taxes borne by the company, these taxes 
and mandatory payments are compulsory, paid to 
government (and other legally designated agencies), 
and impact the company when paid. Labour taxes 
and contributions, which are the employers’ cost, are 
therefore	included	in	the	TTR,	and	also	in	the	compliance	
burden. The time spent administering the employee’s 
share is included in the time to comply.

Taxes on property include local taxes on property, such 
as business rates in the United Kingdom, and taxes on 
the transfer of property, such as stamp taxes on real 
estate found in many economies.

Consumption taxes include VAT and other sales taxes. 
VAT is the most dominant form of consumption tax 
around the world – in some form or other it is used 
in 78% of economies. The United States is the only 
OECD	and	G8	member	economy	that	does	not	have	a	
VAT system.

Other taxes include environmental taxes, such as landfill 
tax, which is levied in the UK, and fuel tax which is raised 
in many countries, and also various other taxes, such as 
those raised on cheque transactions, which are common 
in South America.

Within regions, there are wide variations in the number of 
taxes. In the Asia‑Pacific region, two economies provide 
a good example. The Philippines has 16 different taxes. 
In addition to corporate income tax, it has a property 
tax, four labour taxes and 10 other taxes including 
a community tax, an environmental tax and a tax on 
cheque transactions, amongst others. In Singapore, 
TaxpayerCo	is	subject	to	just	five	taxes;	a	tax	on	

corporate income tax, GST, a social security contribution, 
a property tax and a road tax. This is considered 
good practice – i.e. to have one tax per base, in order 
to minimise the administrative burden on business. 
The details are shown in Figure 2.6.

The Total Tax Rate (TTR)

The	TTR	measures	the	tax	cost	for	TaxpayerCo.	
The methodology requires that all taxes borne are added 
together and expressed as a percentage of the profit 
before all of those taxes. This profit before all taxes borne 
is called the commercial profit in the World Bank Group 
methodology. The World Bank Group methodology also 
requires the inclusion of certain mandatory contributions 
paid to government which do not necessarily fit within the 
strict definition of a tax24.

A measure of the tax cost is included in the Paying Taxes 
study, as this is an important consideration for business. 
The	World	Bank	Group’s	Enterprise	Surveys25, which 
collect information about the business environment 
– how it is perceived by individual firms, how it changes 
over time and about the various constraints to firms’ 
performance – show that for those surveyed, tax rates 
and tax administration are among the top five constraints 
to	doing	business.	Every	year,	PwC	carries	out	a	global	

Figure 2.5
Average number of taxes to comply with – by region23

Note: The chart shows the average result for the economies in each region.

Source: Doing Business database.
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23 Asia Pacific includes:	Hong	Kong,	Singapore,	Korean	Republic,	New	Zealand,	Malaysia,	
Thailand, Indonesia, Vietnam, Australia, Philippines, Japan, China.  
Latin America and the Caribbean includes: The Bahamas, St. Lucia, Trinidad and 
Tobago, St. Vincent and the Grenadines, Dominica, Grenada, Belize, St. Kitts and 
Nevis,	Haiti,	Suriname,	Antigua	and	Barbuda,	Colombia,	Puerto	Rico,	Honduras,	
Nicaragua,	Costa	Rica,	Guyana,	Chile,	El	Salvador,	Dominican	Republic,	Paraguay,	
Uruguay,	Guatemala,	Peru,	Jamaica,	Argentina,	Panama,	Mexico,	Ecuador,	Venezuela,	
Bolivia, Brazil.  

Central Asia and Eastern Europe includes:	Montenegro,	Kosovo,	Kyrgyz	Rep,	Turkey,	
Tajikistan,	Moldova,	Albania,	Kazakhstan,	Serbia,	Russia,	Uzbekistan,	Macedonia,	
Azerbaijan, Georgia, Ukraine, Belarus, Armenia, Croatia.

24 Please see Appendix 2 for a more detailed description of the methodology including the 
definition of a tax.

25	 World	Bank	Enterprise	Surveys	(http://www.enterprisesurveys.org).
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Sales taxes

Sales taxes are a good example of the issues that have 
to be considered in making the distinction between 
taxes which are borne by TaxpayerCo, and therefore 
included	in	the	TTR,	and	taxes	which	are	collected	by	
TaxpayerCo, and included only in the two compliance 
indicators.

Below are four types of ‘sales’ taxes that have different 
treatments for the data, and therefore impact the 
results in different ways:

1  Sales taxes that are charged only at the final point 
of sale to the consumer, are not normally taxes 
borne by a company, as they are suffered only by 
the final consumer. This type of sales tax is treated 
as a ‘tax collected’.

2  Value added tax is also normally a tax collected. 
It is a tax which is separately identified in the price 
charged	to	the	purchaser;	the	input	tax	paid	by	the	
seller can be set off by the business against the 
output	tax	charged	on	the	sale;	it	is	the	net	amount	
that	is	accounted	for	to	the	tax	authorities.	Each	of	
these attributes point to VAT being a tax collected.

  The exception to this is where VAT incurred is 
irrecoverable, in which case that component will 
constitute a ‘tax borne’. The case study company 
does not generally have irrecoverable VAT, although 
there are some exceptions.

3  Cascade style sales taxes, seen for example in 
some African economies, add additional costs to 
each consumer, so that an element of them is borne 
by each company in a chain of supply. These taxes 
are a charge to the profit and loss statement, and 
therefore affect the profitability of a company, while 
VAT and sales tax on final products generally do not. 
For the purposes of the data, these taxes are ‘taxes 
borne’ to the extent that they are taxes incurred on 
purchases made by the company.

4  Turnover taxes are a ‘tax borne’, as they are 
generally calculated as a percentage of a 
company’s turnover, and paid to the tax authorities. 
They become part of a company’s costs and affect 
a company’s profitability.

Figure 2.6
The number of taxes compared in the Philippines 
and Singapore

Taxe base Philippines Singapore

Profit
Corporate income 
tax

Corporate income 
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Labour
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Stamp duty

Consumption VAT GST
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BIR	certificate

Community tax

Environmental	tax

Local business tax

Insurance tax

Vehicle tax Road	tax

Tax on interest

survey	of	CEOs	seeking	their	views	on	business	issues.	
In the 2008 survey, 1,124 business leaders around the 
world were interviewed. One of the questions asked was 
which aspects of a country’s tax regime were important 
in influencing their investment decisions. Over 70% 
said that the total amount of taxes they pay was critical 
or important26.

As	an	example	of	the	TTR	calculation	Figure 2.7 shows 
the calculation for Chile.

As shown previously (in Figures 2.2 and 2.3), the average 
TTR	for	all	economies	in	the	study	is	48.3%,	of	which	
corporate income tax makes up 38% of the total, labour 
taxes account for 33%, and other taxes 29%.

Figure 2.8	compares	the	make‑up	of	the	average	TTR	for	
a number of geographical and economic groupings. For 
all groupings, corporate income tax counts for less than 
half	of	the	TTR.	The	percentage	made	up	by	labour	taxes	
varies between regions, with the highest percentage 
in	the	EU	(64.4%),	and	the	lowest	in	the	African	Union	
(21.1%). Conversely, the average percentage accounted 

26	 12th	Annual	Global	CEO	survey	–	Redefining	Success	–	published	by	PwC	in	2009.	
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for	by	other	taxes	is	low	in	the	EU	(7.7%),	and	is	the	
highest in the African Union (44.3%).

Figure 2.9	shows	the	average	TTR	by	regional	grouping.

The	Asia	Pacific	region	has	the	lowest	TTR	of	the	
groupings	shown,	while	the	EU	has	an	average	TTR	
which is below the world average. The highest average 
TTR	is	found	in	the	African	Union.

PwC Global Total Tax Contribution study for the 
mining sector

In 2008, PwC carried out the first global TTC study 
for large mining companies27. The results show that 
when considering what mining companies contribute 
in the countries where they extract natural resources, 
it is important to look at all the different taxes 
including mining taxes and royalties and licence fees 
in addition to corporate income tax. On average in 
any country, corporate income tax was less than half 
(48%) of the taxes and contributions borne by mining 
companies. On average the companies in the study 
paid an amount equal to 12.5% of their turnover to 
government in taxes and other contributions borne.

Note: The chart shows the average global result for companies that 
participated in the study.

Source: PricewaterhouseCoopers Global study for the mining sector.
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Royalties,	licence	
fees and resource 

rents
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Corporate income 
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Taxes and contributions borne by the global mining 
industry by percentage

Figure	2.7	–	The	TTR	calculation	for	Chile

‘000 peso ‘000 peso
Profit before total tax borne 
(Commercial profit)

213,752

Municipal tax 1,799

Unemployment insurance contribution 5,845

Accident insurance contribution 2,313

Property tax 4,513

Vehicle license 96

Fuel duty 1,151

Tax on cheque transactions 29

Total (15,746)

Profit before tax 198,006

Corporate income tax on PBT after 
necessary adjustments

(38,259)

Profit after tax 159,747

Total Tax (15,746 + 38,259) 54,005

TTR = Total Tax/ Commercial profit 25.3%

27 Total Tax Contribution – PricewaterhouseCoopers Global study for the mining sector.
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Chile – A leader in South America

Sandra Benedetto, PricewaterhouseCoopers (Chile)

In December 2008, the Latin American launch of ‘Paying 
Taxes 2009 – The global picture’ was held in Chile. 
There was significant media coverage, interest from 
the business community, and also from the Chilean 
tax authorities. The report was presented by Francisco 
Selame, lead partner of Tax and Legal Services at 
PricewaterhouseCoopers	Chile,	and	Ricardo	Escobar,	
Director	of	the	Chilean	Internal	Revenue	Service.	
The event included commentaries and analysis focusing 
on Chile’s leading position in the region as well as a wider 
benchmarking with other economies around the world.

The Paying Taxes study has become an objective 
parameter to demonstrate the leading position of the 
country in the region, with regards to the ease of paying 
taxes. Taking into consideration previous reports, the 
results show that Chile has a stable tax system which has 
not been subject to major changes.

The indicator for Chile which requires some attention 
is the time to comply with taxes, which stands at 316 
hours per year. This is strongly affected by the structure 
of the social security system, which it seems demands 
more administrative work than in many other economies, 
especially because the Chilean system is privatised. 
In this system, the social security contributions are 

administered	mainly	by	two	types	of	private	entity;	the	
Pensions	Funds	Administrators	(‘AFP’)”;	and	the	Health	
Institutions	(‘ISAPRE’).	There	are	numerous	entities	in	the	
system and every employee is affiliated to one “AFP” and 
one	“ISAPRE”.	The	employers	are	obliged	to	pay	social	
security contributions to the entity that is chosen by 
each employee.

Paying Taxes has proved to be an objective tool that 
allows us to assess the Chilean performance in tax 
administration matters in comparison to the rest of the 
world, and in particular, with other countries of the region.

In addition to the results from the Paying Taxes study, 
there has been significant interest in Chile in a separate 
piece of work conducted by PricewaterhouseCoopers 
with the mining industry (also referred to on page 
28 of this report). This looked at taxes and other 
contributions paid to government by mining companies 
around the world to provide greater transparency over 
the contribution made to the public finances in the 
countries where the mining companies operate. This is 
an important sector of the Chilean economy and the 
study has made it possible, for the first time, to have 
real data around the composition of all of the taxes and 
contributions paid.

Total	Tax	Rate:	 25.3%
Number of hours: 316
Number of payments: 10
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Figure 2.10	focuses	on	the	position	for	the	EU,	and	
there are several points to note. Compared with previous 
studies,	the	average	TTR	for	the	EU	has	fallen	slightly	
overall from 46% to 44.5%. Two countries in particular – 
Germany and Italy – have cut their corporate income 
tax rates.

While	the	average	profit	tax	percentage	for	the	EU	is	
12.4%, it varies significantly across the region, from 
2.2% in Latvia and 4.1% in Luxembourg, to 21.9% in 
the United Kingdom and 22.9% in Italy. In this regard, it 
is important to recognise that these variances reflect not 
only differences in the statutory rate, but also the various 
detailed rules and allowances that apply in each system 
for calculating the tax base. Luxembourg has a statutory 
rate for TaxpayerCo of 22.9%, but the availability of 
investment tax credits offset the corporate income tax 
liability. The UK has a main statutory rate of corporation 
tax of 28%, which has been reduced from 30% (effective 
from 1 April 2008). The corporate income tax rate for the 
UK	in	the	TTR	is	not,	however,	this	statutory	rate,	in	view	

Figure 2.8
Comparison	of	Total	Tax	Rates	by	region	–	
percentage make‑up

Note: The chart shows the average result for the economies in each region and for 
the world average for all economies in the study.

Source: Doing Business database.
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Figure 2.9
Comparison	of	the	Total	Tax	Rates	by	region

Note: The chart shows the average result for the economies in each region and for 
the world average for all economies in the study.

Source: Doing Business database.
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PwC Total Tax Contribution (TTC) studies

In addition to the Paying Taxes study with the 
World Bank Group, PricewaterhouseCoopers also 
undertakes empirical studies, collecting tax‑related 
data from large corporations around the world.

It is interesting to look at some of the comparisons. 
PwC’s	work	in	the	UK	with	The	Hundred	Group	of	
Finance Directors (an organisation whose members 
are	broadly	in	the	FTSE	100,	i.e.	the	largest	listed	
companies in the UK), shows that, on average, large 
companies bear nine UK taxes and collect four more. 
For the Paying Taxes case study company, the figure 
is seven UK taxes borne and two taxes collected. In 
the	US,	PwC’s	work	with	the	Business	Round	Table28 
(a	CEO	leadership	group,	whose	members	are	the	
largest Fortune companies), shows an average of 
16 taxes borne and 10 collected. The case study 
company bears 11 and collects two. The differentials 
seen may arise from a business landscape, which for 
larger companies, is more complex. The case study 
company operates in a sole location, whilst larger 
companies will often operate in more than one place. 
Their results reflect the many different taxes that they 
will be subject to at the state and municipal levels.

28	 Total	Tax	Contribution	–	How	much	do	large	US	companies	pay	in	taxes?	(February	2009).
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of various additions and allowances which are applied to 
the profit before tax – and also because TaxpayerCo is 
a small company in the context of the UK, and marginal 
small companies relief applies to reduce the rate applied 
(27.5%) in the specific circumstances of TaxpayerCo.

The average rate of labour taxes for the employer in the 
EU	is	28.6%	and	is	the	highest	of	the	regions	shown.	
This contributes to the level of social payment and social 
support services which generally exists in the region. 
The question being asked in some economies (see the 
discussion in Paying Taxes 2009 regarding Belgium), is 
whether the high cost represents value for money.

Italy provides a good example (Figure 2.11) of how labour 
taxes	and	contributions	can	be	the	major	part	of	the	TTR	
for our case study company. They account for 63% of 
the	TTR.	This	proportion	has	increased	from	last	year,	in	
view of the reduced figures for local corporate income tax 
(IRAP)	and	the	federal	corporate	income	tax	(IRES),	and	a	
consequential	fall	in	the	proportion	of	the	TTR	related	to	
these taxes.

Denmark	is	a	European	economy	which	shows	
an apparent low percentage for labour taxes and 
contributions	at	just	7.5%	of	the	TTR	(Figure 2.10). 
However,	the	TTR	only	reflects	those	payments	borne	
by the employer. In Denmark, the employees of our case 
study company bear taxes on their wages and salaries 
which are almost 18 times those levied on the employer. 

This is evidenced in Figure 2.12.

This chart also shows that the level of taxes and 
contributions on employment in Italy and Denmark is 
broadly similar, but the split between employer and 
employee is quite different. This illustrates the potential 
impact of government policy choices on the results, 
and also the limitation of the methodology in this 
circumstance. It would not be desirable for an economy 
to seek to improve their results simply by shifting the 
burden from the employer to the employee. Figure 2.12 
also shows the total employment taxes and contributions 
(whether paid by the employer or the employee), as 
a percentage of wages and salaries (the employment 
‘tax wedge’).

In	the	EU,	the	TTR	ranges	from	20.9%	in	Luxembourg	
to 68.4% in Italy, and there is some conformity in the 
elements of its make‑up between corporate income tax, 
labour taxes and contributions, and other taxes. 

In the African Union, the range is even wider and the 
elements are more diverse (see Figure 2.13). The average 
TTR	at	67%	is	the	highest	for	any	grouping,	and	
ranges from 9.6% in Namibia to 322% in the Congo 
Democratic	Republic.

The	average	rate	of	profit	tax	is	higher	than	in	Europe	
at 23% (compared to 12.4%), while labour taxes and 
contributions are much lower, at 14% (compared to 

Figure 2.10
The	Total	Tax	Rates	for	the	EU29

Note:	The	chart	shows	the	TTR	for	the	economies	the	EU	split	by	each	type	of	tax.

Source: Doing Business database.
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Figure 2.11
The	Total	Tax	Rate	for	Italy	by	percentage

Note:	The	chart	shows	the	components	of	the	TTR	for	Italy	split	by	percentage.

Source: Doing Business database.
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29 Malta is not covered in the Paying Taxes study and is therefore not included in the 
EU	grouping



Italy – Government’s goal is to simplify the tax system

Fabrizio Acerbis, TLS – Associazione Professionale di Avvocati e 
Commercialisti (member firm of PricewaterhouseCoopers Tax & Legal Services Network)

The individual rankings show that the Italian system is 
somewhat complex, from the business point of view, in 
comparison to other economies, particularly in terms of 
labour tax and social security obligations. This can be 
attributed to the number of compliance requirements, 
the different levels of government, and the breadth of 
information required by competent Authorities.

The characteristics of the Italian system are reflected, 
in particular, in the obligations of withholding agents. 
The system is based on the employer acting as a 
withholding agent for tax and social security contribution 
purposes. This mechanism makes it easy for the 
authorities to collect the taxes due, and frees employees 
from	individual	obligation.	However,	it	focuses	almost	all	
of the onerous obligations relating to employment income 
on the employer.

The study shows the significant Italian tax wedge on 
labour (this is also illustrated in Figure 2.12 of this report), 
creating a notable gap between the cost for the employer 
and the net income received by employees. The different 
items related to the employees of the company, include 
individual taxes, (central tax and local taxes) as well 
as social security contribution charges (retirement, 
unemployment, redundancies, family charges, etc.). As a 
consequence, it is clear that dealing with taxes, for our 
case study company, involves many complexities.

These characteristics of the Italian system are 
appropriately represented by the impact of employment 
taxes	and	contributions	on	the	TTR,	and	the	number	
of	hours	to	comply	for	Italy.	However,	with	regards	
to	the	TTR,	it	is	of	note	that	the	indemnity	for	work	
termination	(‘TFR’	at	8.5%	in	the	TTR),	is	included	in	the	
study and its classification as a tax or contribution, is 
not straightforward.

With regards to the impact of corporate income tax 
(‘IRES’)	on	the	TTR,	Italy	is	aligned	with	most	other	
European	countries.	For	this	year,	it	should	be	noted	
that	the	impact	of	IRES	on	the	TTR	was	reduced.	This	is	
mostly due to the reduction of the statutory tax rate, from 
33% to 27.5%.

With	reference	to	Regional	Tax	on	Productive	Activities	
(‘IRAP’),	this	is	a	local	tax	which	is	a	peculiarity	of	the	
Italian	tax	system.	The	impact	of	this	tax	on	the	TTR	is	
higher	than	its	3.9%	statutory	rate	(6.7%	in	the	TTR),	
because labour expenses are only partly deductible. 
The impact of this tax has decreased, however, since last 
year, as the statutory tax rate has reduced (from 4.25% to 
3.9%), and because the deductibility for labour expenses 
was increased.

As indicated, the number of authorities imposing taxes on 
business is another important factor of complexity in the 
Italian system. There is uncertainty around measures that 
may be introduced at the local level following changes in 
domestic legislation.

Efforts	have	been	made,	as	in	other	countries,	to	simplify	
the tax system by simplifying payments and filings. 
A unique, standardised model for the payments exists, 
making it possible for taxpayers to offset almost all 
taxes and contributions. Deadlines for filing returns are 
aligned, and online filing of payments and tax returns 
is mandatory for business taxpayers, which assists the 
control procedures of the authorities.

It is to be noted that the present Italian Government, 
since its appointment in May 2008, has identified 
simplification of the tax system as one of its main tasks, 
and efforts have already been made to facilitate and 
accelerate the relationship between the taxpayer and 
the tax administration. As part of this effort, certain 
measures, (e.g. the introduction of a book solely to give 
guidance on labour and social security contributions, 
and the reduction in the number of existing laws), have 
been implemented and should secure benefits from 
2009, whilst other measures have been announced which 
may improve the position further over the next two to 
three years.

Total	Tax	Rate:	 68.4%
Number of hours: 334
Number of payments: 15
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Figure 2.12
Employment	taxes	borne	and	collected	in	Italy	
and Denmark

Labour taxes 
borne

Labour taxes 
collected

Note: These charts show the employment taxes for Italy and Denmark split between taxes borne and collected, and also the ‘tax wedge’ 
which is the employment taxes as a percentage of wages and salaries for each economy.

Source: Doing Business database.
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Figure 2.13
The	TTR	in	the	African	Union

Note:	The	chart	shows	the	TTR	for	the	economies	in	the	African	Union	split	by	each	type	of	tax.

Source: Doing Business database.
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Figure 2.14
Impact	of	the	sales	tax	system	on	the	TTR	in	Africa

Cascading 
sales tax TTR % Sales tax TTR 

(%)
Proportion of 
TTR (%)

Burundi 278.6 250.4 90

Congo 
Democratic 
Republic

322.0 249.7 78

Gambia 292.4 221.0 76

Sierra Leone 235.6 221.0 94

Note:	The	table	shows	the	TTR	for	four	economies	in	Africa	which	have	a	
cascading	sales	tax,	and	the	proportion	of	the	TTR	attributable	to	the	sales	tax.

Source: Doing Business database.

28.6%). Several economies have very low levels of labour 
taxes	and	contributions.	Economies	such	as	Lesotho	
and	Ethiopia	have	no	such	payments	levied	on	the	
employer, while others such as South Africa have a low 
level (2.4%). This, perhaps, leads to the question of how 
a higher level of social support can be funded in some 
African economies.

A feature of some African tax systems is the high level 
of	‘other	taxes’.	In	the	countries	with	the	largest	TTRs,	
the cascading sales taxes are a feature. Burundi, Congo 
Democratic	Republic,	Gambia	and	Sierra	Leone	all	have	
these taxes (see Figure 2.14).

Figure 2.15	shows	the	distribution	of	results	for	the	TTR	
indicator. It is apparent from this chart that there is a 
strong concentration of economies in the range 31% to 
55%	(108	economies),	with	only	37	with	TTRs	below	31%	
and	38	with	TTRs	in	excess	of	55%.

Countries at the low end of the distribution include 
island‑states such as the Maldives, and oil‑rich states 
such	as	Saudi	Arabia	and	Qatar.	Smaller	economies	
also appear in this group, such as Luxembourg and 
Hong	Kong,	where	tax	policy	has	been	used	to	attract	
business investment.

In	the	high	TTR	bracket,	there	is	again	a	significant	
variation in the types of economy. They include France 
and Belgium, where the labour taxes and contributions 
levied on the employer are the major component (aimed 
at providing high levels of social services), and also 
the economies in Africa, which have high levels of 
consumption taxes borne by TaxpayerCo, in the form of 
cascading sales taxes.

Tax and Development30

The Paying Taxes methodology gives a higher ranking 
in the tax cost sub‑indicator, to economies with a lower 
Total	Tax	Rate.	However,	as	mentioned	in	the	introduction	
to this chapter, it does not follow that economies with 
low	TTRs	are	necessarily	a	model	for	other	economies.	
What is important is how the tax system helps to fulfil 
economic and social objectives and whether higher taxes 
flow through to a better quality of life for citizens.

To	examine	this	point	further,	the	results	on	the	TTR	
indicator were compared with the results for the same 
economies	on	the	United	Nations	Human	Development	
Index	(HDI)31.	The	HDI	is	a	summary	measure	of	human	
development based on life expectancy, literacy rate 
and	standard	of	living	(GDP	per	capita).	HDI	results	are	
banded into three groupings – economies with high 
human development, medium human development and 
low human development.

17	of	our	183	economies	have	low	TTRs	(below	30%),	
but	also	have	high	development	on	the	HDI	index.	
This	includes	six	Middle	East	oil‑rich	economies,	where	
government is less dependent on taxes. It also includes 
five economies where government policy has been 
to keep corporate income tax low, to attract business 
investment (see Figure 2.16).

Figure 2.15
Distribution	of	the	Total	Tax	Rate

Note:	The	chart	shows	the	distribution	of	results	for	the	TTR.

Source: Doing Business database.
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Switzerland –  The Swiss tax system holds a competitive position, with further 
enhancements being made

Armin Marti and Luca Christen, PricewaterhouseCoopers (Switzerland)

Swiss values are world renowned. ‘Swissness’ is 
attributed to high standards of quality, reliability, modesty 
and commitment, to name just a few. Over the past 150 
years, the Swiss people have continuously held on to 
these values through their direct democracy system. As a 
result, almost all Swiss legislation – including the Swiss 
tax legislation – is fundamentally based on these virtues.

Switzerland is able to provide a stable business 
environment with an international and highly educated 
workforce, social stability, advanced legal certainty, 
liberal labour legislation, and pronounced entrepreneurial 
freedoms. The Swiss tax system is traditionally 
characterised by tax competition. Due to Switzerland’s 
distinctively federal structure, each of the 26 cantons has 
its own tax jurisdiction, which leads to a tax competitive 
environment. A comparatively low corporate tax burden 
and taxpayer friendly institutions are the result. The 
TTR	in	the	Paying	Taxes	study	shows	this,	and	it	is	
also confirmed in a separate Total Tax Contribution 
study, which PwC conducted in collaboration with 
economiesuisse. According to this empirical study of 
large	Swiss	corporate	taxpayers,	the	Total	Tax	Rate	is	
30.2% which is second lowest of all countries in which 
similar PwC studies have been conducted. Moreover, 
Switzerland’s tax burden is low with respect to profit 
taxes. Local companies in Switzerland can benefit 
from this.

The complexity of Switzerland’s decentralised 
jurisdictional structure, however, also results in a relatively 
high number of different taxes and, consequently, a high 
number of tax payments compared to other countries. 
While the case study company in Switzerland is subject 
to 15 taxes, the PwC TTC survey shows that there are, in 
total, 49 different taxes which exist for corporations, and 
that, on average, companies are subject to 28 of them. 
Efficiency	improvements	made	to	the	Swiss	tax	system	
are most welcomed by businesses.

In an attempt to maintain and further enhance its 
competitive position, reforms to the corporate tax 
system have been announced by the Swiss government. 
Among the reforms being considered are that the 
preferential tax status for pure ‘letter box’ (i.e. domiciliary) 
companies will be abolished. Moreover, a minimum 
taxation for other preferred company types may be 
introduced. There may also be an improved participation 
relief at both the federal and the cantonal level, and the 
abolition of the issuance stamp duty is being discussed. 
Simplification of the VAT system is anticipated in 2010 
together with further reforms. These actions are part of a 
steady and gradual improvement process by the Swiss 
tax institutions to maintain the attractive and sustainable 
tax environment which is shown by this study.

Total	Tax	Rate:	 29.7%
Number of hours: 63
Number of payments: 24
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Where TTRs exceed 100%

The assumptions which are built into the Paying Taxes 
case study are such that the company, wherever it is 
located, has a fixed rate of gross profit margin (20%).
Where	an	economy	has	a	TTR	in	excess	of	100%,	it	
means that TaxpayerCo would need a profit margin 
above that level in order to pay all of its taxes.

Where the company bears cascading sales taxes on 
its transactions (which are not calculated by reference 
to	profit),	TTRs	exceed	100%.	Examples	of	this	can	
be seen in Figure 2.14. The company would need to 
amend its pricing, to earn a gross profit margin, well 
in excess of 20%, to enable it to pay these taxes. For 
example, in Burundi the gross profit would need to be 
32.1%. The case study does not allow for this.

These economies are in the top quartile for both the 
TTR	ranking	and	for	the	time	to	comply	(see	Figure 
2.17). Although other factors are clearly involved, it will 
be interesting to consider whether the tax system may 
have contributed to the high human development results. 
Figure 2.16	shows	that	apart	from	in	Hong	Kong	(China),	
corporate income tax (and other profit taxes) is less than 
half	the	TTR,	and	TaxpayerCo	also	pays	employer	social	
contributions and other taxes.

In contrast, there are 22 economies, all in Africa, which 
have	a	low	HDI	result.	For	some	of	these	economies	the	
TTR	is	low	and	in	others	high.	The	range	is	from	16.1%	
in	Zambia	to	322%	in	Congo	Democratic	Republic	
(see Figure 2.18).	Six	of	these	economies	have	a	TTR	
below 35%.

What is interesting is that although the average rate for 
corporate income tax for these six economies, at 20.6%, 
is close to the world average of 18.2%, employer taxes 
and social contributions are far less, at 5.3%, compared 
to the world average of 16.1%. Four economies have 
TTRs	in	excess	of	100%,	mainly	due	to	cascading	sales	
taxes.	For	economies	with	low	HDI,	a	question	to	be	
asked is whether the tax system can be used to stimulate 
business investment and facilitate entry to the formal 
economy to lead to increased tax revenues. Another is 
whether there are other systems which can be looked to 
as a model.

PwC Total Tax Contribution (TTC) studies and TTR

In addition to our contribution to the Paying Taxes 
Study, PwC also carries out Total Tax Contribution 
studies with large companies in a number of countries 
around	the	world.	The	chart	shows	the	average	TTR	
for companies included in each country in these 
studies. It is interesting to note the similarities and 
the differences between these results and those of 
Paying Taxes.

In	Belgium,	as	in	the	Paying	Taxes	study,	the	high	TTR	
is heavily influenced by labour taxes. In Australia, the 
labour tax percentage is less than in Paying Taxes 
since the superannuation guarantee is not included 
(see page 97 in Appendix 2). It is important to note 
that these TTC results will be heavily influenced by the 
mix of industry sectors for companies in each study. 
In	our	experience,	the	TTR	is	influenced	more	by	
industry sector than by size, as there are often taxes 
which impact only certain sectors.

Note:	The	chart	shows	the	average	TTR	for	each	country	split	by	each	type	
of tax.

Source: PwC Total Tax Contribution studies32.

PwC	Total	Tax	Contribution	(TTC)	studies	and	TTR
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U.S.	Published	February	2009.	/	Total	Tax	Contribution:	How	much	tax	do	major	companies	
in Switzerland pay? PricewaterhouseCoopers survey in Switzerland. Published October 2009. 
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The time to comply

The time to comply measures the tax compliance burden 
for TaxpayerCo. It covers three major types of taxes 
– corporate income taxes, labour taxes and contributions, 
and consumption taxes. The World Bank Doing Business 
team asks contributors to estimate the hours needed 
to comply and also to analyse these between three 
activities;	‘preparation’,	‘filing’	and	‘payment’.	Inevitably,	
there is a degree of judgement involved in the compilation 
of the data, as measurement relates to a case study 
company, not a real situation. Considerable effort goes 
into checking and confirming that the methods used are 
consistent, including verification by several contributors, 
especially where amendments are proposed in light of 

changes to the tax system. It is also worth noting that, 
during the five years of the Paying Taxes study, the time 
to comply has naturally been a focus of government 
attention and the results have been discussed in detail in 
many countries. Brazil and Mexico are two examples.

As an example of the calculation of the time to comply 
Figure 2.19 shows the calculation for Latvia. It also 
shows the detail which is available. Contributors are 
asked to identify the key steps in the process for each 
of the areas of activity – prepare, file and pay. In Latvia, 
labour taxes and contributions take up the largest amount 
of time. Out of a total of 165 hours, 48 are spent on the 
preparation and maintenance of mandatory records, 
which are only required for tax purposes, including payroll 
paper files. The experience around the world is that the 
requirement to keep extra books can add significantly to 
the time to comply. VAT is the next most time consuming 
at 83 hours, which includes 24 hours spent analysing 
accounting information to identify tax sensitive items, 
including the validation of suppliers’ VAT numbers.

As shown previously in Figure 2.2, the average time to 
comply for all economies in the study is 286 hours of 
which 26% is spent on corporate income tax, 37% on 
labour taxes and contributions, and 37% on consumption 
taxes. Figure 2.20 compares the average time to 

Figure 2.17
Economies	with	low	TTR	and	high	HDI

TTR TTR rank Time to 
comply

Time to 
comply rank

Hong	Kong,	
China

24.2% 22 80 14

Ireland 26.5% 26 76 11

Luxembourg 20.9% 17 59 6

Singapore 27.8% 29 84 17

Switzerland 29.7% 37 63 8

Note:	The	table	shows	the	TTR	and	TTR	ranking	for	five	economies	with	a	low	
TTR	and	high	HDI	and	also	the	time	to	comply	and	related	ranking.

Source: Doing Business database.

Figure 2.16
TTR	comparison	–	countries	with	low	TTR	and	high	HDI

Note:	The	chart	shows	the	TTR	for	five	countries	with	low	TTRs	and	high	HDIs	
split by each type of tax.

Source: Doing Business database.
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Figure 2.18
TTR	comparison	–	countries	with	low	HDI

Note:	The	chart	shows	the	TTR	for	22	economies	with	low	HDI	split	by	type	of	tax.

Source: Doing Business database.
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Czech Republic –  Paying Taxes and the economic downturn: two drivers for 
tax reform

Lenka Mrázová, PricewaterhouseCoopers (Czech Republic)

Every	year,	the	results	of	the	Paying	Taxes	report	for	
the	Czech	Republic	attract	the	attention	of	the	Czech	
media, as well as the official authorities, particularly 
the Ministry of Finance and the Ministry of Industry 
and Trade. In response to the results of the study, the 
Ministry of Finance initiated a process to undertake a 
regulatory impact analysis, to assess the effectiveness 
and administrative burden of the Czech tax system, and 
to identify potential for reform.

The report led to intense discussions between PwC and 
representatives from the Ministry of Finance. At the time 
of publishing the 2009 results, Peter Chrenko, Deputy 
Minister	of	Finance	in	the	Czech	Republic,	stressed	that:	
“The Ministry takes the challenge to create a modern 
tax system with simplified administration very seriously. 
We are working on three key projects to reduce the tax 
compliance burden: a new tax administration code, a 
single revenue agency to administer all taxes, customs 
and social and health insurance, and a new Income Tax 
Code. These reforms, if approved, would certainly reduce 
the time required to comply with the tax legislation, 
allowing companies to focus more time and energy on 
their	core	activities.	However,	as	these	reforms	will	not	be	
launched before 2010, we are very keen to understand 
the Doing Business methodology and use it as a 
benchmark to identify and introduce some quick wins 
immediately and reduce the time needed by at least 30% 
for the next year.”

It is pleasing to see that the initial goal for reducing the 
time to comply has been achieved. The 2010 results 
show that the time needed to comply with the Czech tax 
system has decreased considerably. This is largely due to 
the introduction of electronic filing for VAT as of January 
2008, and the introduction of a flat personal tax rate 
which, to some degree, has also helped to simplify the 
process of employee tax calculation for the company.

As has been seen across the world, tax policy has been 
used as an important instrument to aid recovery from the 
economic	downturn.	In	the	Czech	Republic,	important	
changes have been made to corporate income tax, VAT, 
and social security insurance to assist businesses in 
surviving the downturn. For example, the acceleration of 
depreciation of tangible fixed assets and leasing costs, 
the creation of tax‑deductible provisions for receivables 
from debtors in bankruptcy, and for input VAT to be 
claimed on the purchase of passenger cars used for 
business activities.

While it might be difficult for governments to decrease 
tax rates, reducing the administrative burden is always 
considered to be a win‑win measure, delivering benefits 
to both government and business. This year, electronic 
data boxes are being introduced for all legal entities to 
provide a key interface with state authorities. The aim 
of these boxes is to reduce the administrative burden 
for businesses and to encourage taxpayers to do most 
of their filings and communication with authorities 
electronically, as well as to encourage state authorities to 
use modern means of communication. Another important 
change is the new Tax Code, which was passed in the 
summer and will become effective as of 2011.

Mr. Chrenko has indicated that the comprehensive tax 
reform currently being prepared will achieve the full 
benefits in the long term. Challenges still lie in improving 
the mechanisms for the calculation and collection of 
labour taxes, especially social security, as these comprise 
the largest part of both the total tax rate and the time 
needed to comply with the tax system.

Total	Tax	Rate:	 47.2%
Number of hours: 613
Number of payments: 12

38
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Figure 2.19
Analysis of hours to comply in Latvia

Preparation
Corporate 
income 
taxes

Labour 
taxes

Consumption 
taxes

Data gathering from internal 
sources (for example 
accounting records).

8 48 18

Additional analysis of 
accounting information to 
highlight tax sensitive items.

8 12 24

Actual calculation of tax 
liability including data 
inputting into software/
spreadsheets or hard 
copy records.

2 24 12

Preparation and maintenance 
of mandatory tax records 
if required.

6 48 12

Total 24 132 66

Filing

Completion of tax 
return forms.

 2  12 6

Time spent submitting forms 
to tax authority, which may 
include time for electronic 
filing, waiting time at tax 
authority office etc.

 1  3 3

Total  3 15 9

Paying taxes

Calculations of tax payments 
required including, if 
necessary, extraction of data 
from accounting records, and 
time spent maintaining and 
updating accounting systems 
for changes in tax rates 
and rules.

1 12 6

Analysis of forecast data 
and associated calculations 
if advance payments 
are required.

2

Time to make the necessary 
tax payments, either online 
or at the tax authority office 
(include time for waiting in 
line and travel if necessary).

1  6 2

Total 4  18 8

Grand Total 31 165 83

Note: This table shows the calculation of the hours to comply split between the 
types of tax and between the processes for prepare, file and pay.

Source: Doing Business database.

PwC Total Tax Contribution Studies and time 
to comply33

The	2008	TTC	study,	undertaken	for	The	Hundred	
Group in the UK, collected data on the cost of 
complying with the UK tax system. The companies 
participating in the study reported that, on average, 
12.7 full time employees were required to deal with tax 
compliance. 43% of time spent related to corporate 
income tax, 28% to employment taxes, and 20% to 
VAT, with the remaining 9% relating to ‘other’ taxes’. 
The data provided was translated to a monetary 
cost, and added to spend on external providers for 
compliance services. This cost equated to 1.57% 
of the total taxes borne, effectively representing 
a surcharge of this amount on the tax bills of the 
companies in the study.

PwC	TTC	studies	with	The	Hundred	Group	show	that,	
while	the	TTR	is	not	necessarily	affected	by	the	size	of	
the company, the time spent on tax compliance and 
the related cost can be significantly more, in absolute 
terms, the larger and more complex the company is.

33	 Total	Tax	Contribution	PricewaterhouseCoopers	LLP	(UK)	2008	Survey	for	The	Hundred	
Group. Published February 2009.
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comply for a number of geographical and economic 
groupings. TaxpayerCo needs the least amount of time 
in	the	developed	economies	in	OECD	and	the	EU,	with	
an average number of hours to comply below the world 
average, and needs the most time in Latin America and 
the Caribbean.

As mentioned above, the data collected enables an 
analysis of the hours spent on compliance between that 
required for preparation, filing and payment. Figure 2.21 
shows this split for those economies where compliance 
with labour taxes and contributions takes over 300 
hours. It shows that time to prepare is generally the 
most burdensome part of the process and, as shown for 
Latvia in Figure 2.19, the preparation and maintenance 
of mandatory books for tax can contribute substantially 
to this.

Note: The chart shows the average result for the economies in each region and 
for the world average for all economies in the study.

Source: Doing Business database.

Figure 2.20
Comparison of the number of hours to comply by region
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Figure 2.22
Number	of	hours	to	comply	across	the	EU

Note:	The	chart	shows	the	hours	to	comply	for	the	economies	in	the	EU	split	by	
each type of tax.

Source: Doing Business database.
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Note: This chart shows the hours to comply with labour taxes split between 
between the time to prepare, file and pay.

Source: Doing Business database.

Figure 2.21
Hours	to	comply	with	labour	taxes	and	contributions
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Brazil – The Public System of Digital Bookkeeping (SPED) – a new challenge

Carlos Iacia, PricewaterhouseCoopers (Brazil)

The Paying Taxes reports have been very useful and have 
received considerable comments in Brazil over the last 
few years. The media coverage has been extensive, and 
the press has repeatedly followed the results presented in 
the report. Additionally, Brazilian tax scholars have used 
the results in their studies and have commented on them 
during their lectures.

Our main issue, which is the time spent by taxpayers 
to comply with all the obligations imposed by the tax 
authorities, remains unchanged in the results of this 
year’s Paying Taxes survey.

The Brazilian Federal Government has already reacted 
to the results and has taken actions towards changing 
this scenario. Besides the potential for a new tax reform 
and simplification project, which is still under discussion 
in the National Congress, a new tax procedure has been 
introduced that may impact the study results in the 
near future.

The new procedure is the Public System of Digital 
Bookkeeping (Sistema Público de Escrituração Digitalor 
‘SPED’),	which	has	three	dimensions:	e‑Invoicing,	Digital	
Tax Bookkeeping, and Digital Financial Bookkeeping.

SPED’s	main	purpose	is	to	integrate	Federal,	State	and	
Municipal tax agencies through digital information flows, 
by unifying the activities of receiving, validating, storing, 
and authenticating the books and documents that 
comprise the commercial and tax ledgers.

Through this system, Brazilian companies will 
prepare e‑Invoices, e‑Tax Bookkeeping, e‑Financial 
Bookkeeping,	e‑Bills	of	Lading,	e‑Financial	Records,	the	
e‑General Ledger, the e‑Taxable Income Book, and the 
e‑Tax Books.

The e‑Invoicing and the Digital Tax and Financial 
Bookkeeping Systems have already been adopted by 
larger companies, and soon all companies will have to 
implement this new technology.

SPED	has	demanded	additional	effort	from	Brazilian	
companies, in order to ensure compliance with all the 
processes, to integrate their systems and to fully prepare 
their staff for the new systems.

We	expect	that,	through	SPED,	in	the	medium	or	
long‑term, the time spent by taxpayers to comply with 
their tax obligations will reduce, as it will eliminate 
paperwork, as well as unify and rationalise the 
information demanded by the Federal, State and 
Municipal tax authorities.

Another change to mention is the introduction of new 
accounting procedures, enacted by federal laws 11,638 
and 11,941, which will fundamentally change Brazilian 
accounting standards to facilitate convergence with 
International	Financial	Reporting	Standards	(IFRS).

Although this change is not intended to cause any impact 
on the tax system, such tax neutrality is guaranteed 
by law only until the implementation of new tax rules. 
It will only be from the moment when such new rules 
are implemented that we will be able to detect the 
real impact of the new accounting procedures on the 
corporate tax burden.

Total	Tax	Rate:	 69.2%
Number of hours: 2,600
Number of payments: 10
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Peru –  The Doing Business indicators help government focus on key areas 
for reform

Miguel Mur – PricewaterhouseCoopers (Peru)

In	July	2009,	the	Peruvian	Minister	of	Economy,	Luis	
Carranza, publicly announced the launch of a special 
government initiative aimed at making Peru one of the 
world’s leading countries in attracting investment. As part 
of this plan, Peru should aim to make use of the results 
of the World Bank Group’s Doing Business surveys in 
the years to come, by engaging in reforms to make it 
easier for entrepreneurs to start and operate businesses 
in the country in several areas, including the ease of 
incorporating companies, obtaining construction permits, 
international trade incentives, property registration and, 
not surprisingly, the ease of paying taxes. 

With the reforms set out in the plan, and the strict 
economic policies that have been implemented for 
several years now, it is hoped that Peru can secure 
economic growth ranging between 6% and 7% per year. 

The latest update to the Paying Taxes study comes at a 
good time, and provides a focus on how the indicators 
have moved from last year. 

Last year’s results showed that the time to comply was 
the area which requires most attention in Peru. The 
time that corporate taxpayers need to spend in order 
to properly comply with self‑assessment for the various 
taxes (mainly income tax, VAT and payroll contributions) 
was high at 424 hours. This year, in view of the availability 
of  the Peruvian Tax Authority’s VAT software, which is 
now widespread across all businesses, filing has been 
made simpler and faster, and the hours required have 
fallen to 380.

Paying Taxes has been helpful in identifying the problems 
in the tax system that the Government is now trying to 
overcome, and it can be expected that the Peruvian 
Government will continue to rely on the results from this 
latest update to the study to pin‑point those areas of our 
tax system that require further attention.

The tax authorities have recently indicated that they want 
to be able to reduce the time that it takes to comply with 
paying taxes by a further 100 hours. Further reforms have 
recently been undertaken by the Peruvian government, 
such as the implementation of internet/online facilities 
for the determination and payment of taxes, and the 
decentralisation of Tax Administration offices, to help 
taxpayers settle their tax obligations more easily. 

Areas perhaps still to look at are for taxpayers to be 
better informed of the criteria adopted by the Tax 
Administration and the Tax Court when addressing tax 
issues. Better information on such criteria would improve 
efficiency, and this is key in helping to reduce the time 
required to comply with tax obligations. 

Total	Tax	Rate:	 40.3%
Number of hours: 380
Number of payments: 9
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Figure 2.23
Analysis of hours to comply with VAT in the Czech 
Republic	and	Ireland

Preparation Czech 
Republic Ireland

Data gathering from internal sources.

76 23

Additional analysis of accounting information.

Calculation of tax liability including 
data inputting.

Preparation and maintenance of mandatory 
tax records if required.

Filing

30 4
Completion of tax return forms.

Submission of forms to tax authority, which 
may include time for electronic filing, waiting 
time at tax authority office etc.

Paying taxes

72 3

Calculations of tax payments required 
including extraction of data from accounting 
records, and maintenance of accounting 
systems for changes in tax rates and rules.

Analysis of forecast data and associated 
calculations if advance payments are 
required.

Making tax payments, either online or at the 
tax authority office which may include time for 
waiting in line and travel.

Total 178 30

Note: The table shows the calculation of the hours to comply for VAT split 
between the processes for prepare, file and pay.

Source: Doing Business database.

Figure 2.22	shows	the	time	to	comply	across	the	EU.	
The	average	for	the	EU	is	232	hours,	compared	to	last	
year’s figure of 257, with most time being spent on 
labour taxes (117 hours), followed by consumption taxes 
(73 hours), and the smallest number on corporate income 
tax (42 hours).

The high number of hours spent on compliance with 
labour	taxes	and	contributions	in	some	EU	economies	
may reflect, in part, the numerous different payments 
which	have	to	be	calculated	and	paid.	In	Hungary,	for	
example, there are seven different labour taxes and 
contributions;	community	tax,	rehabilitation	contribution,	
two payments for healthcare, pensions, unemployment, 
and	training.	In	Finland,	there	are	five;	social	security,	
pension insurance, unemployment insurance, accident 
insurance, and life insurance.

A further point to note is the wide range in the number 
of hours that it takes our case study company to comply 
with	VAT	(consumption	tax)	in	the	EU	economies.	
This is a tax which, although it stems from a common 
legal	framework,	as	set	out	in	the	European	directives,	
can	be	applied	quite	differently	in	each	EU	economy,	
and the detail will depend more directly on domestic 
legislation. The number of hours needed ranges from 
22 in Finland and 30 in Ireland to 178 in the Czech 
Republic	and	288	in	Bulgaria.	The	breakdown	of	the	
hours to comply with VAT for Ireland and the Czech 
Republic	are	compared	in Figure 2.23.

In Ireland, TaxpayerCo is required to file VAT returns every 
other month. In relation to each return, the entire process 
of preparation filing and payment takes around five 
hours. The information required is readily available from 
the company’s accounting system, and the preparation, 
submission and payment can all be done online using 
the	Revenue’s	online	tax	filing/payment	system.	In	the	
Czech	Republic,	VAT	returns	are	required	every	month.	
Significant records need to be maintained in support 
of the return (up to 19 pages), and a company such as 
TaxpayerCo will not usually invest in the software required 
to facilitate the automatic uploading of data into the 
online filing system. Instead, the company will manually 
enter the figures. So, there are twice as many returns 
in	the	Czech	Republic	and,	for	each,	the	entire	process	
takes around three times as long as in Ireland.



44

In the African Union, TaxpayerCo takes an average of 307 
hours to comply with its tax affairs, which is close to the 
world	average	of	286.	However,	the	range	of	hours	across	
this group is large ranging from 76 in the Seychelles to 
1,400 in Cameroon.

Apart from Brazil, our case study company in Cameroon 
spends the most time of any economy in the world on 
its tax compliance, and ranks 182 on this indicator. It 
spends 700 hours on labour taxes and contributions, 500 
on corporate income tax and 200 on consumption taxes 
(see Figure 2.25)

As mentioned above, the administrative burden as 
measured by the time to comply, is not necessarily 
linked	to	the	rate	of	tax	paid	as	measured	by	the	TTR.	
The	TTR	in	Cameroon	is	just	above	the	world	average	
at 50.5%. It is interesting to compare Cameroon’s 
figures with Burundi, which is one of the countries on 
the African continent that has a cascading sales tax and 
consequently,	a	TTR	in	excess	of	100%,	at	278.6%.	90%	
of this is attributable to the cascading sales tax. The 
hours to comply in Burundi are, by contrast, below the 
world average at 140.

N
ig

er

Figure 2.24
Number of hours to comply across the African Union

Note: The chart shows the hours to comply for the economies in the African Union split by each type of tax.

Source: Doing Business database.
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Mexico – Evolution of electronic means of payment

Carlos Montemayor, PricewaterhouseCoopers (Mexico)

The Paying Taxes results for Mexico have been of great 
interest to the Mexican tax authority. The indicator for 
the time to comply has been of particular concern. Since 
late 2007, significant effort has been put into analysing 
and evaluating areas of opportunity, with the goal of 
achieving a reduction in the amount of time that it takes 
to comply with tax regulations. These activities had been 
mainly focused on federal taxes (i.e., income tax and 
value‑added	tax).	However,	despite	these	efforts,	the	
time to comply with income tax obligations has increased 
due to the enactment of the flat rate business tax, as this 
has to be determined on a cash basis, with a separate 
base, whilst the income tax has to be determined on an 
accrual basis.

More recently, the Mexican Social Security Institute 
(‘IMSS’) and the Mexico City State Treasury authorities 
have also focused on the amount of time taken to comply 
with labour taxes and the measures that could be taken 
to reduce the number of hours in this respect. Overall, the 
number of hours to comply has fallen.

A striking result for Mexico this year can be seen in 
the number of payments indicator where the number 
has reduced to six, from 27 last year. This reflects the 

electronic systems which are now widely available for 
use with social security payments, payroll taxes and also 
property taxes. Improvements in the technology offered 
by the banks, and taxpayers’ increasing confidence in 
electronic means of payment, have helped ensure that 
most tax payments made by taxpayers, with 50 or more 
employees, are now fully performed through electronic 
means. Payment of social security contributions and the 
Mexico City State tax are also now possible without the 
need to join the line at the bank’s premises.

The Mexican government’s interest in the ease of paying 
taxes and reform continues, and a separate exercise 
conducted by PwC with the authorities is referred 
to on page 48 of this report. The Tax Administration 
Service (‘SAT’), the authority in charge of collecting and 
administering all federal taxes (i.e. income tax, flat rate 
business tax and value‑added tax), continues to lead 
initiatives to secure technological improvement, while 
the	IMSS,	the	Employees’	Housing	Fund	(‘INFONAVIT’)	
(both for social security contributions) and certain State 
Treasuries (for State Taxes), such as the Mexico City 
State Treasury, are also involved in this process, aligning 
improvements with those initiated by SAT.

Total	Tax	Rate:	 51%
Number of hours: 517
Number of payments: 6

45Paying Taxes 2010

Section 1 
The Paying Taxes indicators
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South Africa – A strong track record of reform

Paul de Chalain, PricewaterhouseCoopers (South Africa)

Paying Taxes 2010 reveals that continued reform 
affecting the total tax rate for business, has helped South 
Africa to maintain its overall high ranking of 23rd place. 
The number of taxes paid by the case study company, 
and the time taken to comply with major taxes, remained 
the same while other economies have reduced hours and 
payments. The time taken to comply and the total tax 
rate place South Africa in the same league, in this area, 
as developed countries such as Germany and Spain, 
and ahead of other emerging countries such as Turkey, 
Indonesia and Korea.

The results of last year’s Paying Taxes study were well 
publicised with the launch in Johannesburg, and the 
separate empirical work conducted by PwC in its Total 
Tax Contribution study, has been widely published in 
South Africa. The messages from these studies are not 
out of consonance with the South African government’s 
agenda	and	its	proposals	for	further	tax	reforms;	the	need	
to simplify the tax system, with particular emphasis on 
easing compliance for business.

High	compliance	costs	–	primarily	due	to	the	complexity	
of tax legislation – remain an issue. On average, Total Tax 
Contribution survey participants regard South African tax 
legislation as complex. The study found that considerable 
emphasis is being placed on operational, rather than 
strategic, tax effectiveness. Criteria other than those 
relating to strategic performance (i.e. meeting compliance 
deadlines, ‘no surprises’, results of tax authority audits, 
as opposed to management of cash and the effective 
tax rate) are, in the main, being applied in evaluating the 
tax function. The small amount of time being spent on 
tax planning and mitigation, compared to the substantial 
amount of time being spent on tax compliance and tax 
accounting within the corporate environment, indicates 
that tax specialisation in the South African corporate 
environment is in the early stages of development.

Recent	tax	reforms	include	the	reduction	of	the	corporate	
income tax rate, the introduction of a new elective 
turnover‑based tax for qualifying small businesses, 
a broad‑based drive towards electronic filing, and 
simplification of tax returns. To follow, in the next year 
or so, is the proposed replacement of secondary tax on 
companies with a dividend withholding tax.

The reduction of the total tax rate should not be the main 
objective of tax reforms. As another area of reform, social 
security has already been raised as a priority by National 
Treasury. The area of retirement savings (pension funds, 
etc) receives special attention, and the promotion of a 
greener economy now also occupies a firm position high 
up on National Treasury’s agenda. Several incentives in 
this respect have also been introduced. Although South 
Africa’s ranking of 23 out of 183 countries is encouraging, 
and reliance on large companies’ total tax contribution is 
illustrated in Total Tax Contribution studies, consideration 
should be given to further reforms to benefit all 
economically–active South Africans.

Looking forward, tax revenues in South Africa are coming 
under extreme pressure, and it is expected that this will 
be reflected in the 2009 Total Tax Contribution survey. 
This is a global trend – Total Tax Contribution studies in 
other tax jurisdictions have already reflected reduced 
profitability and lower transaction activity. This may 
influence tax reforms over the short term.

Total	Tax	Rate:	 30.2%
Number of hours: 200
Number of payments: 9
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Figure 2.25
Hours	to	comply	in	Cameroon	split	between	prepare,	file	
and pay

Note: The chart shows the hours to comply for each type of tax split between 
prepare, file and pay.

Source: Doing Business database.
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Figure 2.26
Burundi	and	Cameroon,	TTR	and	hours	to	
comply compared

Note:	The	chart	shows	the	TTR	and	the	hours	to	comply.

Source: Doing Business database.

Burundi

Cameroon

300%

250%

200%

100%

150%

50%

0%

1600

1400

1000

1200

800

600

400

200

0

N
um

b
er of hours

TTR	% Hours

This is a good illustration (see Figure 2.26) of the need to 
look at each of the individual indicators, which allows the 
separate issues around tax cost and compliance cost to 
be identified and addressed.

Looking just at the continental economies of South 
America, the average number of hours spent on tax 
compliance, at 638, is by far the highest for any region. 
Figure 2.27 shows that five of the 12 countries spend 
in excess of 400 hours on compliance, with Bolivia 
requiring just over 1,000 hours, and Brazil, the highest, 
with 2,600 hours. Consumption taxes are a major part of 
the time to comply for all of these economies. In Brazil, 
it takes TaxpayerCo almost 10 times the world average to 
comply with corporate income tax, 4.5 times to comply 
with labour taxes and contributions and 13 times for 
consumption taxes. While the number of hours required 
to comply has remained at consistently high levels for 
Brazil, the government is taking action to introduce 
reforms, simplification and new procedures. It is hoped 
that these improvements will have an impact on the 
Paying Taxes results in the future. (Further details on the 
position in Brazil are explored in the article on page 41).

Figure 2.27
Hours	to	comply	in	South	American	economies

Note: The chart shows the hours to comply for the economies in South America 
split by each type of tax.

Source: Doing Business database.
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Mexico – a separate exercise undertaken with 
the Government

In Mexico, the time taken to comply with corporate 
income tax and VAT has been a particular area of 
focus. Detailed discussions have taken place between 
PwC Mexico, as one of the contributors to Paying 
Taxes, and the Mexican tax authorities. The estimated 
hours have been reviewed in detail and benchmarked 
against both real taxpayers in Mexico, and also 
against other taxpayers in the Paying Taxes study, 
including Australia, Ireland, New Zealand, Singapore 
and the UK.

Figure 2.28
Hours	to	comply	in	the	world’s	largest	economies

Note: The chart shows the hours to comply for the economies in the G8 split by 
each type of tax.

Source: Doing Business database.
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Figure 2.29
Distribution of the hours to comply

Note: The chart shows the distribution of results for the hours to comply.

Source: Doing Business database.
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In contrast Figure 2.28 shows that the world’s largest 
economies (the G8) have an average of 219 for the 
number of hours to comply, which is 67 less than the 
global	average.	The	30	OECD	countries	have	an	average	
time of 212 hours. This suggests that these developed 
economies can provide a useful source of benchmarking 
and best practice for other economies.

Figure 2.29 shows the distribution of results for the 
time to comply indicator. Similar to the distribution for 
TTR,	it	is	apparent	from	this	chart	that	there	is	a	strong	
concentration of economies in the range from 101 hours 
to 350 hours. 122 economies are in the cluster, with 
21 economies taking less than 101 hours, and 40 taking 
more than 350 hours.

Economies	at	the	low	end	of	the	distribution	include	the	
island states such as St Lucia, and the oil‑rich states 
such	as	UAE,	Saudi	Arabia	and	Oman,	which	have	a	
low number of taxes and therefore low compliance time. 
They also include some smaller economies such as 
Luxembourg,	Hong	Kong,	Singapore	and	Ireland	which	
use the tax system to encourage business investment. 
Economies	at	the	high	end	of	the	distribution	are	mainly	
concentrated in three regions: Africa, Central Asia and 
Eastern	Europe,	and	South	America.
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Figure 2.30
South Africa as an example of the number of 
payments indicator

World Bank 
Indicator Actual Payments

Corporate income tax 1
3 payments 
(online filing)

VAT 1
12 payments 
(online filing)

Secondary tax on 
companies – Dividend tax

1 1 payment per dividend

Property tax 1 12 payments (online)

Skills development 
contribution

1 12 payments (online)

Unemployment insurance 
contribution

1 12 payments (online)

Occupational insurance 
contribution

1 1 annual payment

Vehicle tax 1 1 annual payment

Fuel tax 1
Tax embedded paid to 
3rd party

Total 9

Note: The table shows the actual number of payments made and how this 
translates to the World Bank indicator.

Source: Doing Business database.

Figure 2.31
Comparison of the number of payments by region

Note: The chart shows the average result for the economies in each region and for 
the world average for all economies in the study.

Source: Doing Business database.
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Figure 2.32
The	number	of	payments	for	the	EU

Note:	The	chart	shows	the	number	of	payments	for	the	economies	the	EU	split	by	
each type of tax.

Source: Doing Business database.
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The number of payments

The ‘number of tax payments’ indicator reflects the 
total number of taxes and contributions paid, the 
method of payment, the frequency of payment and 
the number of agencies involved, for our case study 
company. It includes payments made by the company 
on consumption taxes, such as sales tax or value 
added tax. Although these taxes do not affect the 
income statements of the company, they add to the 
administrative burden of complying with the tax system. 
The indicator takes into account electronic payment and 
filing. Where full electronic payment and filing is allowed 
– and it is used by the majority of small to medium sized 
businesses – the tax is counted as paid once a year, even 
if the payment is more frequent. For taxes paid through 
third parties, such as fuel tax paid by the fuel distributor, 
only one payment is included. To illustrate the number of 
payments calculation, Figure 2.30 shows South Africa by 
way of an example.

As shown in Figure 2.31, the average number of 
payments for all economies in the study is 31. Four of 
these relate to profit taxes, 12 to labour taxes and 15 to 
‘other taxes’. The company makes most payments in 
relation to ‘other taxes’ (50%) followed by labour taxes 
(38%) with only 12% of payments relating to corporate 
income tax.



50

Figure 2.31 compares the result for a number of 
geographical	and	economic	groupings.	Economies	
in	Central	Asia	and	Eastern	Europe	make	the	most	
payments (an average of 53), with economies in the 
OECD	making	the	fewest	payments	(an	average	of	14).

Figure 2.32 shows the position on the number of 
payments	indicator	for	the	EU.	At	18,	the	average	number	
of payments is just over half the world average. The 
EU	demonstrates	the	positive	impact	that	the	ability	
to pay and file online has on the results. Only the four 
economies with the largest number of payments do not 
have electronic filing for all their main taxes: Cyprus, 
Slovak	Republic,	Poland	and	Romania.	In	Sweden,	
our case study company can pay all of its main taxes 
(corporate income tax, labour taxes, VAT and property 
taxes) in a single online payment, earning Sweden the 
highest	ranking	in	the	EU,	and	ranking	number	three	out	
of all 183 economies.

Figure 2.33	shows	that	in	Central	Asia	and	Eastern	
Europe,	the	average	number	of	payments	is	53.	There	
are nine economies in the region, with more than 50 
payments required, and three with more than 100. In 
the region, the number of payments ranges from nine 
in Kazakhstan to 147 in the Ukraine. These economies 
provide a good example of the impact of electronic filing 
and payment on the results (see Figure 2.34). There are 
multiple payments made by TaxpayerCo in the Ukraine, 
and the lack of an online filing capability means that these 

The benefits of electronic filing

In 2009, PricewaterhouseCoopers LLP (UK) carried 
out a survey of UK privately‑owned business34. 
391 privately‑held companies participated in the 
survey, ranging from the very small (with less than 10 
employees, and turnover of less than £5 million), to 
those with around 250 employees and £200 million 
in turnover. The survey included questions on the 
use and benefits of e‑filing tax returns. 78% of the 
survey participants said their business did use the 
HM	Revenue	and	Customs	facility	to	file	corporate	
income tax, employment taxes or VAT returns online. 
When asked what benefits they felt they had received 
by filing online, 64% said it was quick, 54% said it 
was easier, and 47%, more convenient. All of these 
percentages showed a considerable increase over 
those in a similar survey two years before. 27%, also 
said it gave greater accuracy, and 23% that it was 
more secure. Only 13% said they saw no benefits.

The survey provides evidence therefore that 
companies do use online filing in the UK, and see the 
benefits	of	doing	so.	Electronic	filing	and	payment	
can, of course, also benefit government by reducing 
the cost of processing returns and payments.

34	 Enterprising	UK	–	A	voice	for	private	business	–	published	by	PricewaterhouseCoopers	
LLP (UK) October 2009.

Figure 2.33
The number of payments for Central Asia and 
Eastern	Europe

Note:	The	chart	shows	the	TTR	for	the	economies	across	Central	Asia	and	Eastern	
Europe	split	by	each	type	of	tax.

Source: Doing Business database.
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Spain – A decentralised tax system, but reductions in the TTR and number of 
hours improve the ease of paying taxes

Jaume Cornudella i Marquès and Eva Mur Mestre, Landwell (Spain)

The Spanish corporate income tax rate has reduced 
by 5% in the last two fiscal years, to reach the 30% 
statutory tax rate applicable for 2008 onwards. While this 
reduction has been offset, in part, by the steady reduction 
in tax incentives for investment, it has contributed to the 
fall	in	the	TTR	for	Spain.	The	TTR	is,	however,	still	high	in	
comparison	to	other	OECD	countries.

Electronic	filing	of	tax	returns	has	steadily	become	
compulsory for all companies and at most levels of tax 
administration. This fact, together with the development 
of specific software to assist with tax compliance, has 
significantly reduced the time spent on preparing and 
filing tax returns and paying taxes, placing Spain in a 
more competitive position than previously.

Recent	reform	of	the	tax	system	has	brought	new	
incentives (additional flexible allowances), to promote 
employment and investment in new fixed tangible 
assets. These incentives are conditional on maintaining 
an average staff level for a two year period. The 
finance bill for the budget, recently approved by the 
Spanish government, continues the theme of protecting 
employment, with a temporary reduction to 20% in 
the corporate income tax rate, for companies with less 
than 25 employees and a turnover of less than 5 million 
Euros,	providing	they	maintain	or	increase	their	number	
of employees. The finance bill also contains several tax 
increases to address current government budget deficit 
issues, with increases in the general VAT rate from 16% 
to 18% and in the lower rate from 7% to 8%.

New	Spanish	GAAP,	inspired	by	IFRS,	came	into	force	
on 1 January 2008. To try and ensure that these changes 
do not increase the tax compliance burden the Spanish 
legislature has implemented numerous amendments for 
corporate income tax. Despite this significant effort, the 
transition to the new accountancy rules has not always 
been neutral from a tax point of view. For example, for 
certain companies which own stock in other entities, 
there is an impact on the depreciation available for tax 
purposes. The reform has also required a special effort 
from the taxpayers to ensure that the new obligations and 
requirements are fulfilled.

The existence of three different levels of taxation – 
national, regional, and local or municipal – together with 
the special financing system which entitles the three 
provinces	of	the	Basque	Country	(Álava,	Guipúzcoa	and	
Vizcaya) and Navarra to maintain their own historical 
tax systems, adds to the complexity of the Spanish 
tax system. Government is keen to look at ways of 
easing the compliance burden. The administration in 
Álava is currently working together with Ibermática and 
PricewaterhouseCoopers in a project to help transform 
the tax administration through the centralisation of 
all information for all taxpayers, including specialised 
training for tax agents and a substantial technical 
modernisation of the system.
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are all recorded separately for the purpose of the number 
of payments indicator. In Kazakhstan, there are also 
multiple payments for most of the taxes but, for seven of 
them, there is an online filing and payment capability. The 
other two taxes are embedded in payments made to third 
parties and so are also only recorded as one payment for 
this indicator.

Figure 2.35 shows the distribution of results for the 
number of payments indicator. The position here is 
somewhat different to the other two indicators as there is 
no single cluster. There are two peaks shown by the chart 
with 66 economies in the 7 to 21 range, and 46 in the 31 
to 42 range.

There are eight economies at the low end of the 
distribution with less than seven payments. They include 
an	island	state,	the	Maldives,	and	an	oil‑rich	state,	Qatar,	

Figure 2.34
Comparison of the payments required in Ukraine 
and Kazakhstan

Ukraine Kazakhstan

Corporate income tax 5 1
(12 actual 
payments – 
online filing)

Advance corporate income tax 1

Pension fund contributions 24

Social security contributions/ 
Social tax

24 1
(12 actual 
payments – 
online filing)

Unemployment contributions 24

Work, accident insurance fund 
contribution

24

Vehicle tax 4 1
(2 actual 
payments – 
online filing)

Fuel tax 1
(Embedded	in	
payments to 
third parties)

Land tax 12 1 (Online filing)

Municipal tax 12

Property tax 1
(4 actual 
payments – 
online filing)

Advertising tax 1 1

(12 actual 
payments but 
embedded in 
payments to 
third parties)

Environmental	tax 4 1
(4 actual 
payments – 
online filing)

Value Added Tax 12 1
(12 actual 
payments – 
online filing)

Total 147 9

Note: The table shows the number of payments required for each tax and the 
reasons for only showing one tax where there are actually multiple payments.

Source: Doing Business database.

Figure 2.35
Distribution of the number of payments

Note: The chart shows the distribution of results for the number of payments

Source: Doing Business database.
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Figure 2.36
The most common process of filing tax returns and the 
most common process of payment

% of economies

By post

Other

In person

Electronic	
filing

0% 10% 20% 30% 40% 50% 60% 70%

Methods of filing tax returns

Note: These charts show the answers given for all economies that responded. 
Some economies gave more than one option in answer to the questions.

Source: Doing Business database.
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but also Sweden, where our company can pay all of its 
main taxes (corporate income tax, labour taxes, VAT and 
property	taxes)	in	a	single	online	payment.	Economies	at	
the high end of the distribution are mainly concentrated in 
two regions in the African Union, and in Central Asia and 
Eastern	Europe.

In order to calculate the results for the number of 
payments, contributors to the Paying Taxes study are 
asked the following questions, and have the option of 
giving more than one answer:

•	 	What	is	the	most	common	process	of	filing	tax	returns	
in your economy for a company such as TaxpayerCo? 
(electronic filing, by post, in person at the tax office, 
or other).

63% of the economies in the study say that they file their 
returns in person, 36% use electronic filing and 20% use 
the post.

•	 	What	is	the	most	common	process	of	tax	payment	in	
your economy for a company such as TaxpayerCo? 
(cheque, bank transfer, cash, via the internet, or other).

53% of the economies in the study say that they pay their 
taxes by cheque, 47% use bank transfers, 23% use the 
internet and 14% still use cash.

Figure 2.36 shows the answers to these questions, which 
indicate that electronic means of filing and payment is 
still not used in many economies.
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Summary

•	 	The	Paying	Taxes	study	is	unique	in	that	it	measures	
the world’s tax systems from the point of view 
of business.

•	 	The	study	provides	a	wealth	of	data	for	governments,	
enabling them to benchmark their tax system in 
relation to taxes levied on business. It also shows 
the importance of benchmarking the results against 
a	relevant	peer	group.	Economies	at	the	top	of	the	
rankings do not necessarily provide a good model.

•	 	The	Paying	Taxes	results	show	that	corporate	income	
tax is only one of many taxes that business has to 
comply with. When considering the burden of taxes on 
business, it is important that governments consider all 
the taxes that companies pay.

•	 	Paying	Taxes	measures	both	the	tax	cost	for	a	case	
study	company	(the	Total	Tax	Rate)	and	the	compliance	
burden. It is important to consider both aspects of the 
company’s tax affairs. It is also important to look at the 
results for each of the sub‑indicators separately, since 
a	low	TTR	does	not	necessarily	translate	into	ease	of	
compliance, and a high tax cost does not necessarily 
mean a heavy administrative burden.

•	 	Labour	taxes	and	social	contributions	are	included	in	
the results, notwithstanding that they are sometimes 
viewed as part of the cost of labour rather than as a 
tax.	Paying	Taxes	includes	in	the	TTR	all	taxes	and	
mandatory contributions which are a cost to the 
company and affect its results at the time of payment, 
including employer labour taxes and contributions. 
Administering employee taxes is also included in the 
time to comply.

•	 	In	general,	the	preparation	time	required	for	tax	returns,	
i.e to gather and analyse data etc., is the most time 
consuming part of the compliance process.

•	 	It	is	considered	good	practice	to	have	one	tax	per	
base (for example on profits, labour, consumption, 
and property). This eases the tax compliance burden 
for companies. The Paying Taxes results show that the 
time needed to comply can increase where there are 
multiple taxes. Labour taxes and consumption taxes 
add considerably to the time to comply.

•	 	The	requirement	to	keep	separate	books	for	tax,	other	
than those required for accounting purposes, can also 
add to the time to comply.

•	 	The	ability	to	pay	and	file	electronically	has	a	significant	
positive impact on the number of payments indicator. 
World Bank Group suggests that electronic filing and 
payment of taxes is of benefit for both government and 
business.

•	 	Business	understands	that	it	needs	to	pay	taxes	and	
that levying taxes is not an easy task for government. 
What is important, is how the tax system fulfils 
economic and social objectives, and whether higher 
taxes flow through to infrastructure, social services and 
a better quality of life for citizens.
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As mentioned in the introduction to this section, in 
collecting data for this year’s Paying Taxes study, 
contributors were asked to provide additional data, 
which is not used in calculating the indicators, but which 
provides additional useful insights into tax systems. 
These questions have been developed over the last two 
years, with the help of interested parties, and their input 
is most appreciated. Below is a selection of the questions 
and the answers received. Further input into how this 
aspect of the study can be enhanced to meet the needs 
of users is invited.

A list of the additional questions is included in Appendix 
3. The questions are grouped around four aspects of the 
tax system:

•	 	clarity	and	accessibility	of	tax	rules;
•	 	how	centralised/decentralised	is	the	tax	system	and	

whether	this	impacts	tax	administration;
•	 	the	approach	of	the	tax	authorities;	and
•	 	dealing	with	tax	audits.

Clarity and accessibility of the tax rules

Contributors were asked to express a view on the 
complexity and clarity of tax rules in their country. It is, 
without doubt, helpful to taxpayers that the rules be 
as simple and clear as possible. Where rules are by 
necessity complicated, to deal with the complexity of 
modern business and economies, it is essential that tax 
authority guidance is helpful and easily available.

Figure 2.37 shows the responses to the question “In your 
opinion, how simple or complicated are the tax rules in 
your country?” Just over a quarter of respondents, 28% 
(5% + 23%) gave a 1 or 2 marking, regarding their tax 
systems as simple or very simple. 12% (9% + 3%) gave a 
4 or 5 marking, regarding their tax system as complicated 
or very complicated. 42% of contributors gave a middle 
marking and 18% did not answer the question.

Figure 2.38 shows the responses to the question “In your 
opinion, how clear or ambiguous are the tax rules in your 
country?”	Here	a	higher	percentage,	22%	(18%	+	4%)	
regarded their rules as ambiguous (4 or 5 marking) and 
a lower percentage, 20% (18% + 2%) as clear (1 or 2 
marking). A similar percentage gave a middle marking or 
did not answer the question.

Section 2 
Further insights 
on tax administration

Chapter

2
•	 	In	your	opinion,	how	simple	or	complicated	are	

the tax rules in your country? 
Scale of 1 to 5 (1 is simple and easy to understand 
and 5 is very complicated even for a tax expert 
to understand).

•	 	In	your	opinion,	how	clear	or	ambiguous	are	the	
tax rules in your country? 
Scale of 1 to 5 (1 is very clear, 5 is ambiguous and 
subject to different interpretations).

•	 	In	your	opinion,	how	helpful	are	any	guidance	
notes which the tax authority publishes to assist 
taxpayers in your country? 
Scale of 1 to 5 (1 is very helpful, 5 is not at all 
helpful / none are published).



Egypt – New tax laws and a change in mindset help reform

Sherif Mansour, PricewaterhouseCoopers (Egypt)

An important role at PwC, in recent years, has been to 
provide accurate data and information for input to the 
annual report, published by the World Bank Group, on 
Doing Business and Paying Taxes. It is noticeable, that 
Egypt’s	rank	has	been	improving	year	after	year.	There	
are	many	reasons	behind	the	success	of	reforms;	one	
being the change in mindset of the different stakeholders 
in the tax system and, in particular, the mindset of the Tax 
Authority. In the Paying Taxes 2010 data, the number of 
hours has reduced by 231 hours, reflecting the increased 
use of accounting software, and efforts made to increase 
familiarity	with	the	2005	tax	legislation,	while	the	TTR	
has reduced due to increases made to the social security 
bands. As is the case for many other economies, the 
Egyptian	economy	has	not	been	shielded	from	the	effects	
of the global financial crisis and the related economic 
slow‑down which has hindered economic development. 
PricewaterhouseCoopers	Egypt	has	been	working	very	
closely	with	the	Egyptian	Tax	Authority	to	be	aware	of	
the strategies that are being considered to deal with 
this crisis.

The	new	Egyptian	Tax	law	introduced	in	2005	played	a	
major	role	in	encouraging	investment	in	Egypt,	and	this	
has helped mitigate the threats posed by the current 
global financial crisis. Further actions taken since include:

•	 	The	Ministry	of	Investment	has	introduced	a	further	
incentive to decrease the rental value of industrial 
projects, established according to the public free zone 
system, to $2 per metre instead of $3.50 per metre for 
one year.

•	 	The	Ministry	of	Finance	has	also	proposed	a	new	
Value Added Tax (VAT) law, to replace the current 
sales tax. The effect of the new VAT will be to benefit 
the end consumer by lowering the cost of the final 
product. The new tax law has still to be approved 
by the parliament and this is expected by the end 
of 2009.

•	 	The	Tax	Authority	is	offering	Small	and	Medium	
Enterprises	(SMEs)	an	opportunity	to	join	a	new	
‘SME	Department’	to	enable	them	to	qualify	for	
additional incentives.

•	 	Other	possible	initiatives	include	the	imposition	of	
higher taxes on tobacco to help finance the new 
healthcare system.

The International Monetary Fund (IMF) has released 
a	statement	in	conclusion	to	their	staff	visits	to	Egypt	
on	July	2009.	It	suggests	that	Egypt	has	weathered	
the impact of the global financial crisis relatively well, 
and that the fiscal and monetary policies adopted have 
helped to cushion the impact of the global slowdown 
on	economic	activity	in	Egypt,	describing	the	overall	
performance	of	the	Egyptian	economy	during	2008/2009	
as ‘favourable’.

As we look forward, it can be expected that the ongoing 
economic downturn will cause companies to face further 
periods of losses or reduced profits. The decision‑makers 
in business will need to rethink their strategic orientation 
and how they can ‘spice up’ their business models. 
This crisis can be viewed as an opportunity for optimising 
the business structure and achieving competitive 
advantages for the future. The Tax Authority is also 
looking to treat the crisis as an opportunity, by looking 
at the potential for new procedures, methodologies 
and documentation for specific issues such as 
transfer pricing.

We	believe	that	Egypt’s	Paying	Taxes	ranking	could	
improve further in the coming years, with major changes 
to the regime which have been facilitated by a change in 
the mindset of the people and of the authorities.

Total	Tax	Rate:	 43%
Number of hours: 480
Number of payments: 29
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The Netherlands – A debate in parliament and important changes to come

Suzanne Boers and Professor Roland Brandsma, PricewaterhouseCoopers (the 
Netherlands)

Paying Taxes 2009 was successfully launched in the 
Dutch	Parliament	in	The	Hague.	The	event	included	a	
discussion of the results by the Finance Committee and a 
resolution to aspire to improve the Dutch overall ranking 
by 10 places.

The Dutch government has often expressed its wish to 
reduce the administrative burden of the tax system, and 
this has resulted in a significant reduction of the time 
to	comply	indicator.	Even	though	the	number	of	hours	
has improved significantly, the ranking has improved 
by only one place in view of other countries making 
similar improvements. This shows that there is further 
work to be done here. The number of tax payments has 
remained	unchanged	from	last	year,	while	the	TTR	shows	
a slight increase.

A number of plans aimed at reducing the administrative 
burden of business are in the pipeline, which will 
hopefully have a measurable effect in the future.

In his speech at the launch of the 2009 Paying Taxes 
report	in	The	Hague,	State	Secretary	of	Finance,	Jan	
Kees de Jager, expressed his intention to look into the 
best practices of some of the higher ranked countries, 
such as Ireland, Denmark and Norway, in order to 
examine whether these practices could also be adopted 
in the Netherlands. Furthermore, immediately after the 
launch of the 2009 Paying Taxes report, three members 
of the Dutch Parliament proposed a motion, which was 
carried by a majority of the Parliament, to harmonise 
the definition of wages for the various labour and social 
contributions. These major simplifications are intended 
to be implemented in 2010. These actions, in response 
to the Paying Taxes 2009 results, demonstrate that the 
Dutch government is willing to make a further effort to 
reduce the administrative burden for business.

Other measures that have been introduced in 2009, with 
regard to the reduction of the administrative burden, 
consist of a simplification of the newly introduced 
packaging tax, a relaxation of the administrative 
requirements for employers with regard to newly hired 
employees, and the possibility to file electronic requests 
for postponement and electronic estimates for corporate 
and personal income tax purposes.

As in other countries, the Dutch government has also 
responded to the world‑wide credit crunch, introducing 
a number of fiscal measures to stimulate the economy. 
These measures are, among other things, aimed at 
stimulating entrepreneurial investments and improving 
the cash flow position of businesses that are affected 
by the economic downturn. The measures include an 
accelerated depreciation programme for certain new 
investments, a temporary extra reduction of the average 
corporate income tax rate through a broadening of the 
first tax bracket of 20%, and relaxed provisions for 
provisionally carrying back tax losses.

The Dutch government is also planning a significant 
amendment to the Corporate Income Tax Act to improve 
the participation exemption regime, and amendments 
should come into effect from January 2010.

Given the plans in the pipeline for simplification of 
the Dutch wage taxes and improvement of the Dutch 
corporate income tax, it can be concluded that we are 
currently experiencing the calm before the storm, and 
that the most important tax changes are still to come.

Total	Tax	Rate:	 39.3%
Number of hours: 164
Number of payments: 9
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Figure 2.37
In your opinion, how simple or complicated are the 
tax rules in your country?

Note:	Results	from	all	economies	in	the	study.

Source: PwC analysis of non‑indicator data.
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Figure 2.39	compares	the	results	for	the	European	Union	
and the African Union for the question “In your opinion, 
how helpful are any guidance notes which the tax 
authority publishes to assist taxpayers in your country?” 
In	the	EU,	only	one	economy	(4%)	responded	that	they	
did not consider the guidance notes helpful as compared 
to 14 countries (28%, 14% + 14%) in the African Union.

Government transparency is an important indicator of 
professionalism and a counter–balance to regulation. 
Contributors were asked “Can you easily access a 
published statement of the actual tax revenues in your 
country?” Figure 2.40 shows that 32 economies (17%) 
answered ‘No’ to this question, and a further 32 (17%) 
did not respond, perhaps suggesting they did not find 
it easy to answer the question. Figure 2.40 also gives a 
breakdown of the ‘No’ responses by region, showing that 
half are from the African Union economies, and nearly a 
quarter from Latin America and the Caribbean.

Figure 2.38
In your opinion, how clear or ambiguous are the tax 
rules in your country?

Note:	Results	from	all	economies	in	the	study.

Source: PwC analysis of non‑indicator data.
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6 No data supplied

Can you easily access a published statement of the 
actual tax revenues in your country?
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1 Very helpful

2	Helpful

3 Moderate

4 Not helpful

5 Not at all helpful

6 No data supplied

Figure 2.39
In your opinion, how helpful are any guidance notes 
which the tax authority publishes to assist taxpayers 
in your country?

Note:	Results	for	all	economies	in	the	regions.

Source: PwC analysis of non‑indicator data.
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Figure 2.40
Can you easily access a published statement of the 
actual tax revenues in your country?

17%

66%17%
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No
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African Union

Asia

Middle	East

Latin America and 
the Caribbean

South Pacific

6%

54%

9%

9%

22%

‘No’ responses by region

Note:	Results	for	all	economies	in	the	study/‘No’	responses	by	region.

Source: PwC analysis of non‑indicator data.

Please indicate the levels of government in your 
country that can levy taxes

Federal level 
Yes/No

State/provincial/territory level 
Yes/No

Local/municipal level 
Yes/No

How centralised or decentralised is the tax system? Tax systems around the world vary in their degree of 
centralisation. Some, like the UK, are quite centralised 
with all taxes levied centrally (with the exception of a local 
property tax). Others are quite decentralised, with taxes 
administered at the national, regional, provincial and local 
levels. The question arises: do decentralised tax systems 
add to the burden for taxpayers?

Figure 2.41 shows the responses to the question “Please 
indicate the levels of government in your country that 
can levy taxes”. 26% of contributors indicated that their 
tax system is quite centralised with only one level of 
government levying taxes. 21% showed their tax systems 
as decentralised with three levels of government able to 
levy taxes. 36% reported two levels of government, and 
17% did not respond to the question.



Tanzania – Small changes will yield significant benefits

Rishit Shah, PricewaterhouseCoopers (Tanzania)

Tanzania’s major tax reforms, in the recent past, include 
the 2004 introduction of a new modern Income Tax Act 
and the 1998 introduction of VAT – changes that were 
accompanied by major rationalisation / removal of other 
taxes. Although Tanzania’s results in this year’s survey 
look quite positive, when compared to other African 
countries, on an overall global basis, they are, however, 
slightly worse than last year, with the overall ranking for 
the ease of paying taxes declining from 109 to 120. The 
key reason for this is that, in 2009, other countries made 
more significant changes in the way tax is administered, 
compared to Tanzania, which saw little by way of 
significant changes.

With 48 payments to be made in a year, Tanzania ranks 
150	in	this	category,	whilst	a	Total	Tax	Rate	(TTR)	of	
45.2%	ranks	it	114	in	the	TTR	category.	One	positive	
indicator is that Tanzania ranks 60 when it comes to the 
time to comply. Therefore, a few small changes made 
to	the	number	of	payments	and	TTR	categories	would	
assist Tanzania in making significant improvements in its 
overall ranking.

Subsequent to the study period, Tanzania has seen a 
reduction in the VAT rate (from 20% to 18% effective 
from	July	2009).	However,	with	the	case	study	company	
being a fully taxable entity, any VAT is passed on to 
the	consumer	and	so	will	not	affect	the	TTR	ranking	
when next year’s results are published. The results 
of the survey show that labour taxes and mandatory 
contributions	are	a	significant	component	of	the	TTR.	
Businesses in Tanzania incur such costs, for example, 
in the form of a 6% Skills and Development Levy (SDL) 
and a 20% social security contribution, half of which is 
normally borne by the employer. In the last few years, 
there has been a consistent appeal by the business 
community for reforms. 

Whilst the study has, in recent years, recorded corporate 
income tax reduction as a popular reform, the Tanzanian 
rate has remained at 30% since 1997. With revenue 
collections under strain, as a result of the global 
economic crisis, the immediate prospects for any further 
reduction	is	likely	to	be	remote.	Even	if	there	is	a	will	for	
such reduction, it would, in any case, only be made in 
tandem with similar corporate income tax rate reductions 
by	the	other	partners	in	the	East	African	Community.	

In recent years, the survey has also highlighted improving 
electronic filing and payments systems efficiency as one 
of the most popular reforms. One significant change, 
that has been made in Tanzania’s 2009 Budget, is 
the amendment of several pieces of tax legislation to 
provide for the recognition of electronic documents for 
various purposes, including evidence, filing / lodgement 
by	a	taxpayer,	and	service	by	the	Tanzania	Revenue	
Authority. These changes anticipate a move towards 
the greater use of electronic communication for the tax 
communications.	E‑filing,	for	example,	is	explicitly	stated	
as	a	strategic	initiative	in	the	TRA’s	Third	Corporate	Plan	
(2008/09 – 2012/13). Such changes would definitely 
improve the already positive ranking in relation to time 
to comply. Similar legislative changes have also been 
made	elsewhere	in	East	Africa,	including	in	Kenya	and	
Uganda, and whilst implementation dates for e‑filing are 
not yet clear, Kenya is already pilot‑testing electronic 
filing	in	relation	to	PAYE	and	VAT,	with	income	tax	returns	
to	come	later.	With	East	Africa	planning	to	move	from	
the existing Customs Union to a Common Market, 
it is to be expected that, in the future, there will be 
even greater synchronisation and harmonisation of tax 
reform initiatives.

Total	Tax	Rate:	 45.2%
Number of hours: 172
Number of payments: 48
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Kenya – a sustained effort required to keep pace with global change

Rajesh Shah, PricewaterhouseCoopers (Kenya)

The Paying Taxes report was received favourably last 
year, as the report recognised the reforms that the Kenya 
Revenue	Authority	(KRA)	had	undertaken,	particularly	
with regard to electronic filing. Paying Taxes was useful 
for identifying areas of difficulty, as well as areas of 
improvement, and for offering advice based on global 
best practices.

The Government is keen to improve the business 
environment, and recognises that one of the key 
areas which require reform is the tax laws and the 
administration of these. In response to this, it has set up 
a tax harmonisation committee.

A number of other successful reforms have been made, 
but the key is to make sure that the users (i.e., private 
sector participants) understand and use them.

An effort to sort out the perennial VAT refund backlog 
is still ongoing and more effort is required towards tax 
harmonisation or streamlining tax exemptions within the 
East	African	Community.

Despite the reforms that have been undertaken, Kenya’s 
ease of paying taxes rank slipped from 158 to 164. On 
average, businesses are required to make 41 payments 
per year – a process that consumes 417 hours of labour 
annually. The total tax rate for businesses, including taxes 
on profits, labour tax and other taxes and contributions, 
is 49.7% of profits. These indices have not changed 
significantly in three years.

It is clear that in order to improve its position relative 
to others, Kenya needs to put more focused effort into 
reforms compared to other countries.

Total	Tax	Rate:	 49.7%
Number of hours: 417
Number of payments: 41
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Decentralised tax systems may increase the burden of 
tax administration for business, and this was tested by 
comparing the average time to comply (from the time to 
comply indicator) for economies reporting one, two, and 
three levels of government levying taxes. Figure 2.42 
shows the results. The time to comply increases on 
average, with more levels of government.

Also considered was whether decentralised tax systems 
increase the degree of complexity in the eyes of the 
contributors. Figure 2.43 compares the responses to the 
question: “In your opinion, how simple or complicated are 
the tax rules in your country?” for economies reporting 
one, two, and three levels of government levying taxes. 
It appears that very centralised systems, with one level of 
government, are perceived as slightly less complex, but 
the degree is not marked. The average increase in time to 
comply, for decentralised tax systems, is more marked.

28 economies indicated that indirect taxes are 
administered by a separate tax authority to corporate 
income tax. 116 economies responded ‘No’ to the 
question, and 39 did not provide a response.

Figure 2.44 compares the average time to comply with 
consumption taxes, (taken from the time to comply 
indicator), for economies where these taxes are 
administered by the same or separate tax authorities. 
On average, the time to comply rises by 16 hours, or 
14%, where there is a separate tax authority.

1 level of government

2 levels of government

3 levels of government

4 No data supplied

Figure 2.41
Please indicate the levels of government in your 
country that can level taxes – federal/national level, 
state/regional level, local/municipal level

26%

36%21%

17%

Note:	Results	for	all	economies	in	the	study.

Source: PwC analysis of non‑indicator data.

Figure 2.42
Average time to comply for economies with 1/2/3 
levels of governments that can levy taxes
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Note:	Results	for	economies	by	levels	of	government	that	can	levy	taxes.

Source: PwC analysis of non‑indicator data.

Figure 2.43
Average degree of complexity for economies with 
1/2/3 levels of government that can levy taxes
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Note:	Results	for	economies	by	levels	of	government	that	can	levy	taxes.

Source: PwC analysis of non‑indicator data.

Please indicate if certain taxes are administered by 
a separate tax authority.

Are indirect taxes administered by a separate tax 
authority from corporate income tax?
Yes/No

Is social security / social contribution administered 
separately?
Yes/No
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106	economies	responded	‘Yes’	to	the	question,	
indicating that social security / social contributions are 
administered by a separate tax authority from corporate 
income tax. 43 responded ‘No’ to the question and 34 
did not reply.

Figure 2.45 compares the average time to comply with 
labour taxes and contributions (taken from the time 
to comply indicator), for economies where these are 
administered by the same or separate tax authorities. 
The average time taken is only slightly different, with 
a small increase (three hours or 2%) where there is a 
separate authority.

Separate 
authority for 
indirect taxes?

Average hours 
to comply – 
consumption 
taxes

Yes 128

No 112

Difference 16

Figure 2.44
Please indicate if certain taxes are administered by 
a separate tax authority from corporate income tax – 
indirect taxes
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Note:	Results	for	economies	which	provided	data.

Source: PwC analysis of non‑indicator data.

Separate 
authority 
for social 
security?

Average hours 
to comply – 
labour taxes

Yes 110

No 107

Difference 3

Figure 2.45
Please indicate if certain taxes are administered by 
a separate tax authority from corporate income tax – 
social security
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Note:	Results	for	economies	which	provided	data.

Source: PwC analysis of non‑indicator data.

Figure 2.46
Over and above the books that are kept for 
accounting purposes, are there additional books that 
must be kept only for tax?

Note	:	Results	for	all	economies	in	the	study.

Source: PwC analysis of non‑indicator data.
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Figure 2.47
Are there additional books which must be kept by 
companies only for tax purposes?
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Note:	Results	for	economies	which	provided	data.

Source: PwC analysis of non‑indicator data.

Over and above the books which are kept for 
accounting purposes, are there additional books 
which must be kept by companies in your country 
only for tax purposes?

The approach of the tax authorities

The requirement to keep extra books solely for tax, over 
and above those required for accounting purposes, can 
add to the burden of tax administration for business.



China – corporate income tax reform and a fall in the TTR

Rex Chan, Pricewaterhousecoopers (China)

Reduction of the Total Tax Rate – China’s Corporate 
Income Tax (‘CIT’) Reform 2008: this year there has 
been	a	significant	reduction	in	the	Total	Tax	Rate.	The	
main contributing factor to this change is the reduction 
of CIT, resulting from the implementation of the new CIT 
Law in 2008.

As introduced in the last report, the new CIT Law 
has consolidated two separate enterprise income 
tax regimes, for domestic enterprises and foreign 
investment enterprises, into a single regime. It has 
reduced the standard tax rate from 33% to 25%, and 
offered an even lower tax rate for qualified small and 
thin‑profit companies (20%), and for qualified high/new 
technological enterprises (15%). Being a qualified small 
and thin‑profit company, the applicable CIT rate for 
TaxpayerCo is 20%.

In addition to the above, the new CIT Law has changed 
certain deduction limitations on expenses. Specific to 
TaxpayerCo’s case, the changes are reflected in the 
following aspects:

•	 	Salary	expenses.	Under	the	old	CIT	regime	for	
domestic	enterprises,	the	deduction	limit	was	RMB	
1,600 per headcount per month. The new CIT has 
removed this limit and allowed a full deduction of the 
salary expenses actually incurred.

•	 	Pre‑operating	expenses.	Under	the	old	CIT	regime	
for domestic enterprises, pre‑operating expenses 
should be capitalised and amortised evenly over five 
years for CIT calculation, although it is expensed 
in the accounting books once the enterprise starts 
operation. The new CIT law has removed this 
difference, between book and tax, and allowed a 
one‑off deduction of the pre‑operating expenses.

•	 	Business	entertainment	expenses.	Under	the	old	
CIT regime for domestic enterprises, the deduction 
limit of business entertainment expenses should be 

calculated at 0.5% of annual operating revenue within 
RMB	15	million,	plus	0.3%	of	the	portion	of	annual	
operating	revenue	exceeding	RMB	15	million.	The	
new CIT law allows the deduction at the lower of 60% 
of the actual incurred amount and 0.5% of annual 
operating revenue.

The reduction of effective tax rate and taxable income 
has led to a lower CIT liability, and therefore, a lower CIT 
rate as indicated above.

China’s Turnover Tax Reform 2009: China has been 
actively reinforcing the reform of its tax system in recent 
years. At the end of 2008, the Chinese Ministry of 
Finance and State Administration of Taxation issued the 
amended	PRC	Provisional	Regulations	on	Value	Added	
Tax (‘VAT’), Business Tax and Consumption Tax, effective 
1 January 2009, among which, the long‑awaited and 
proposed transformation of a production‑oriented VAT 
system to a consumption‑oriented VAT system has drawn 
a great deal of attention from taxpayers, especially in time 
of global financial crisis.

Under the old VAT regime, the recovery of input VAT 
incurred in the purchase of fixed assets was disallowed. 
The input VAT would be capitalised as costs of fixed 
assets, which creates the problem of multiple taxation. 
The VAT transformation is not only aiming to reduce the 
tax burden on investing in equipment, but also achieving 
multiple objectives, such as encouraging domestic 
consumption, promoting advancement of technology, 
guiding structural developments, and stimulating 
economic growth as a whole.

A fall in the number of payments: It is also worth noting 
that the number of payments for China has fallen this 
year, in view of an enhanced use of electronic filing for 
stamp duty and land tax.

Total	Tax	Rate:	 63.8%
Number of hours: 504
Number of payments: 7
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India – The Paying Taxes study is an important reference point for tax reform

Rahul Garg, PricewaterhouseCoopers (India)

The Paying Taxes study, prepared by the World Bank 
Group and PricewaterhouseCoopers, is one of the fiscal 
reference points that applies information scientifically. 
The survey is an important reference document for 
comparison of countries at a global level, and the trends, 
in terms of reform, are becoming important. The World 
Bank Group, with the support of PwC, also conducted 
a sub‑national survey on Doing Business in India which 
covered 17 states and included the subject of Paying 
Taxes. This was endorsed by the Ministry of Commerce 
and Industry in the Government of India. The survey 
provides a platform for procedural/economic reforms 
in all of the states, vis‑à‑vis the states which have 
adopted good practices, promotes healthy competition, 
and provides benchmarks for further improvement. 
The results of the sub‑national study have reinforced 
the Government engagement with the teams which help 
compile the paying taxes data.

The Paying Taxes study results have consistently showed 
a	high	TTR	and	a	high	number	of	payments	for	India.	
The hours to comply are just below the world average. 
The results have prompted government to look at 
possible reform and this is beginning to show positive 
results. Looking at the indirect tax regime, at the launch 
of the initial survey, the Central Sales Tax (CST) was 
charged at 4%, and contributed to 28% of the Total Tax 
Rate	for	India.	The	survey	highlighted	the	cascading	
impact of CST. There has been reform in this respect, 
with a reduction in the applicable rate to 2%, and a target 
of reducing it to nil with the introduction of Goods and 
Service Tax (GST) by April 1, 2010.

There have also been initiatives for direct taxes that 
take notice of the Paying Taxes findings on compliance. 
For example, all direct tax payments for corporates can 
now be made online. Also, from this year, the processing 
of the tax returns for all corporate taxpayers across 
the country shall be done at a central location through 
the mandatory e‑filing process. In the Finance Act of 
2009, the Government of India has provided for the 
introduction of document identification numbers for all 
correspondence	with	the	Revenue	authorities,	in	an	effort	
to streamline compliance procedures. Furthermore, there 
is a proposal to issue a unique transaction number to all 
the assessees so that the due credit for withholding tax 
can be electronically given with effect from 1 April 2010.

The Indian Government has released a draft of the 
new direct tax code, with the aim of simplifying the tax 
provisions and compliance procedures. We hope that 
the direction given by the survey continues to be a useful 
input, and that this will be reflected in future Paying 
Taxes studies.

Total	Tax	Rate:	 64.7%
Number of hours: 271
Number of payments: 59
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Figure 2.46 shows the responses to this question. 22% 
of the contributors responded that extra books must be 
kept only for tax, 60% said not and 18% did not reply to 
the question.

Venezuela is an example where the requirement to keep 
extra books adds to the time to comply. Of the total of 
864 hours needed for preparation of tax returns, 348 
hours (40%) comes from this requirement.

Figure 2.47 compares the average time to comply 
for	economies	which	answered	‘Yes’	and	‘No’	to	this	
question. The average time increases by 63% for those 
economies required to keep additional books.

Figure 2.48
How long is it likely to take in practice for a company 
to receive a refund?
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Note:	Results	for	all	economies	in	the	study	and	for	selected	regions.

Source: PwC analysis of non‑indicator data.

In a typical situation, how long is it likely to take, 
in practice, for a company to receive a VAT or 
withholding tax refund in your country (time from 
claiming a refund to receiving the cash)?

•	 	less	than	a	month

•	 	1	to	3	months

•	 	3	to	6	months

•	 	6	to	12	months

•	 more	than	a	year

How	long	it	takes	for	a	taxpayer	to	receive	a	refund	
could be seen as one useful test of the efficiency of tax 
authorities. This is also important for business in view 
of the impact on corporate liquidity and the time value 
of money on delayed refund processing. Figure 2.48 
compares the responses to this question overall, with the 
responses for selected regional groupings.

Of the 183 economies, 30% reported that, in a typical 
situation, a VAT or withholding tax refund should be 
received in less than a month, or within one to three 
months. Some 22% said it would be likely to take more 
than a year.

In some regional groupings, the typical time was notably 
quicker, in others slower. 65% of respondents in the 
OECD,	and	63%	in	the	EU,	said	the	typical	time	taken	
is less than three months. In the African Union however, 
19% reported a typical time of less than three months, 
and 30% indicated more than a year. In Latin America 
and the Caribbean, the figures were 19% for less than 
three months and 32% for more than a year.
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A tax audit can be the most difficult interaction that 
a business has with the tax authorities. Clearly tax 
authorities need to audit taxpayer returns but audits can 
be lengthy, difficult to deal with and require additional 
taxpayer resource. It is important therefore that, so 
far as possible, audits are targeted and carried out as 
quickly	and	efficiently	as	possible.	How	tax	authorities	
deal with an audit can be a test of how good their 
tax administration is.

Contributors were asked to indicate how, in their 
experience, companies are selected for a tax audit. 
They were provided with a list of options and asked to 
select all the relevant options, and number them in order, 
from the most common to the least common.

Selection of companies for a tax audit, based on risk 
assessment, is often considered a best practice for 
tax authorities. In this method, tax authorities target 
their resource to audit companies or issues which are 
considered to present the biggest risk of non‑compliance 
or loss of tax revenues. Out of the 145 economies that 
responded to this question, 47 selected risk assessment 
as a common method (first or second choice).

Contributors were also asked to give their opinion on 
how easy it is to deal with a tax audit in their country. 
Figure 2.49 shows the global distribution of results. 
14% (1% + 13%) of economies regarded dealing with a 
tax audit as very easy or easy, and 29% (24% + 5%) as 
difficult or very difficult. 37% gave a middle marking and 
20% did not respond to the question.

Figure 2.49
In your opinion, how easy is it for a company to deal 
with a tax audit in your country?

1%

20%
13%

37%

24%

5%

1 Very easy

2	Easy

3 Moderate

4 Difficult

5 Very difficult

6 No data supplied

Note:	Results	for	all	economies	in	the	study.

Source: PwC analysis of non‑indicator data.

In your experience, how are companies selected for 
a tax audit? Please select all relevant methods and 
number them from the most common to the least 
common, where 1 is the most common.

•	 	risk	assessment

•	 	by	size

•	 	by	type	of	business

•	 	when	they	ask	for	a	refund

•	 	random	basis

•	 	other,	please	specify

In a typical situation for a large company, how long 
is a tax audit likely to take in your country (from first 
information request to substantive resolution)?

•	 	less	than	3	months

•	 	less	than	1	year

•	 	1	to	2	years

•	 	2	to	5	years

•	 	over	5	years

•	 	continuous	audit

In your opinion, how easy is it for a company to deal 
with a tax audit in your country? 
Scale of 1 – 5 (1 is very easy, 5 is very difficult).

Dealing with tax audits



United States – a relatively high burden of profit taxes

Peter Merrill, PricewaterhouseCoopers (US)

For small companies that are the focus of Paying Taxes, 
the United States compares favourably with other 
countries in terms of ease of compliance, ranking in 
the top quartile for annual number of tax payments and 
the second quartile for the number of hours required 
to	comply	with	taxes.	However,	the	total	tax	burden	on	
U.S.	companies	measured	by	the	Total	Tax	Rate,	46.3%,	
compares unfavourably with other countries, ranking in 
the third quartile or 118 out of 183 countries. Thus, for 
small businesses that operate within a single locality, 
the U.S. tax system imposes a relatively high rate of tax, 
although compliance costs are relatively low.

The composition of U.S. taxes varies markedly from 
global patterns. Labour taxes as a share of profits before 
total taxes are 9.6%, which is relatively low compared 
to the global average of 16.1%. By contrast, taxes on 
profit (as a share of profits before total taxes) are 27.9%, 
which is quite high, relative to the global average of 
18.2%. Other taxes (as a share of profits before total 
taxes) are also quite high in the United States primarily 
due to property taxes, which are typically imposed at the 
local level.

According	to	OECD	data	for	2009,	the	combined	U.S.	
federal and average state/local corporate income tax 
rate is 39.1%, over 50% higher than the 25.9% average 
for	the	other	29	OECD	member	countries.	The	high	
corporate income tax rate is only slightly offset by the 
Domestic Production Activities Deduction (DPAD), which 
effectively reduces the federal corporate income tax rate 
on qualified income from certain property manufactured, 
produced, grown or extracted in the United States by 
about two percentage points.

The	U.S.	Internal	Revenue	Service	(‘IRS’)	is	undertaking	
research on measurement of corporate tax compliance 
costs.	As	part	of	this	project,	the	IRS	is	reviewing	
the methodology for measuring tax compliance 
costs used in Paying Taxes, as well as the results 
of Total Tax Contribution studies conducted by 
PricewaterhouseCoopers in Australia, South Africa, 
and the United Kingdom.

PricewaterhouseCoopers surveyed 40 of the largest 
companies in the United States as part of a Total Tax 
Contribution study conducted in conjunction with 
Business	Roundtable,	a	CEO‑led	organisation.	The	study	
shows that, in addition to income taxes, corporations 
bear a wide variety of non‑income taxes that have little 
visibility in financial statements, but which add $62 of tax 
liability for every $100 of corporate income taxes paid 
by survey participants. These non‑income taxes include 
customs duties, state and local property and gross 
receipts taxes. Companies also serve as tax collectors 
for  government, remitting $169 of sales, excise, 
withholding and other taxes imposed on customers and 
employees, for every $100 of corporate income taxes 
paid by survey participants.

Total	Tax	Rate:	 46.3%
Number of hours: 187
Number of payments: 10
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Malaysia –  The government task force on tax reform uses Paying Taxes as 
a framework

Chuan Keat Koo, PricewaterhouseCoopers (Malaysia)

After the formation of Malaysia, a consolidated Income 
Tax Act was introduced in 1967. The basic principles 
of income taxation embodied in that Act remain the 
same and in force to this day. As Malaysia entered the 
new millennium, calls for reforms to the taxation system 
were made by the business community. Also, a series of 
articles by PricewaterhouseCoopers, published in August 
2004,	in	a	leading	local	business	publication,	The	Edge,	
advocated an urgent need to initiate tax reform measures 
with simplification of the legislation and procedures as the 
basic objectives.

In the 2005 Budget Speech, which was presented in the 
Malaysian Parliament in September 2004, the Finance 
Minister (who was also the Prime Minister) announced the 
establishment	of	a	Tax	Review	Panel	(TRP).	This	panel	was	
tasked with reviewing the whole system of direct and indirect 
taxation, with a view to introducing tax reforms aimed at 
simplifying the legislation, and procedures to ensure that the 
tax system is efficient and business–friendly, as well as to 
improve clarity and transparency of tax administration. Since 
then,	the	TRP	has	been	actively	engaged	in	fine‑tuning	the	
tax system from both the legislative and administrative/
procedural aspects.

The tax reform process received an added boost in 2007 
with the establishment of the Special Task Force to Facilitate 
Business	(or	PEMUDAH)	that	reports	directly	to	the	Prime	
Minister.	PEMUDAH	resulted	from	the	recognition	of	a	need	
for a concerted cross‑ministerial initiative to effect greater 
improvement in the way government regulates businesses. 
The Task Force comprises 23 highly respected individuals 
from both the private and public sectors. Using the World 
Bank Group’s Doing Business 2007 report as a framework, 
PEMUDAH	has	focused	on	processes	and	procedures	to	
improve the public delivery system and enhance Malaysia’s 
business environment, including its tax competitiveness 
and efficiency.

Within	PEMUDAH,	the	Focus	Group	on	Paying	Taxes	has	
adopted the key findings reported in the Paying Taxes 
2009 report as the benchmark for setting its targets for 
improvements to the tax administration system, for both 
direct and indirect taxes. Proposals for specific initiatives are 
aimed at raising the bar and improving Malaysia’s position 
relative to other countries in the report for the coming year.

Using key indicators from Paying Taxes (number of 
payments;	time	to	prepare,	file	and	pay;	Total	Tax	Rate)	
the Focus Group has proposed and initiated several 
improvements in tax administrative procedures in 2008 for 
both direct and indirect taxes, which included the following:

•	 	launch	of	‘e‑Daftar’	(‘e‑Registration’)	by	the	Inland	
Revenue	Board	(‘IRB’),	which	enables	companies	to	
submit their estimates and revisions of corporate tax 
liability	online;

•	 	the	IRB	provided	a	timeline	for	responding	to	taxpayer’s	
appeals	and	objections;

•	 	companies	are	now	allowed	to	make	payments	
at the nearest Customs office instead of only at 
controlled	stations;

•	 	specific	Excise	Forms	can	be	downloaded	from	the	
Royal	Malaysian	Custom’s	website,	and	forms	can	be	
submitted through diskette, CD or thumb drive.

It was strongly advocated by PricewaterhouseCoopers, 
in its tax reform series in August 2004 (along with other 
stakeholders), that the introduction of a consumption tax 
should be seriously considered as an alternative means of 
raising tax revenues. As a result, it was also subsequently 
announced in the 2005 Budget that a Goods and Services 
Tax (‘GST’) will be introduced, the implementation date 
of which has yet to be determined. The advent of GST 
will also mean the introduction of new tax administrative 
procedures. In such circumstances, tax administrators need 
to carefully consider and plan relevant procedures for new 
taxes, in order to manage their impact on the ease of tax 
compliance. Paying Taxes 2009 showed that Malaysia’s 
overall ranking improved significantly to 21 (from 60) and, 
while this position has slipped slightly in Paying Taxes 
2010, Malaysia has confirmed its position in the top quartile 
overall.	However,	compared	to	other	economies	in	the	
region	(notably,	Singapore	which	ranks	five,	and	Hong	Kong	
with a ranking of three), there is obviously some distance 
to go before Malaysia can boast of being ‘among the best’. 
The target which the Focus Group on Paying Taxes has set 
itself – to be ranked within the ‘Top 10’ – is a clear reflection 
of the commitment to improving the ease of paying taxes 
in  Malaysia.

Total	Tax	Rate:	 34.2%
Number of hours: 145
Number of payments: 12
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Figure 2.50 compares the responses to this question 
for the 47 economies indicating risk assessment as a 
common method of selection for a tax audit, with the 
98 economies who did not. It is clear that audits are more 
often perceived as being difficult in economies using a 
method other than risk assessment. 44% (36% + 8%) 
responded that it was difficult or very difficult in these 
economies compared to only 23% (21% + 2%) where a 
risk assessment method is used. This is also higher than 
the 29% (24% + 5%) of economies globally which state 
that it is difficult to deal with a tax audit. 

Figure 2.51 shows the global distribution of responses to 
the question: “In a typical situation for a large company, 
how long is a tax audit likely to take?” 17% of economies 
reported that an audit was likely to take less than three 
months, and a further 41% less than a year. 20% said 
more than a year, and 22% did not respond to the 
question. For taxpayers, any delay in closing a tax audit 
is a concern, not only in view of the potential impact on 
income statements, but also because of the uncertainty 
that it creates.

1%

Figure 2.50
In your opinion, how easy is it for a company to deal 
with a tax audit in your country?

8%

2%

3%

2%

12%

40%
36%

19%

56%

21%

1 Very easy

2	Easy

3 Moderate

4 Difficult

5 Very difficult

6 No data supplied

Risk	
assessment 
selection

Other 
selection

Note:	Result	for	economies	providing	data	on	how	companies	are	selected	for	a	
tax audit.

Source: PwC analysis of non‑indicator data.

Figure 2.52
Is there an independent body to which a taxpayer 
can appeal?

19%

76%

5%

Yes

No

No data supplied

Note:	Results	for	all	economies	in	the	study.

Source: PwC analysis of non‑indicator data.

Figure 2.51
In a typical situation for a large company, how long is 
a tax audit likey to take?

1%

17%
22%

41%
16%

3%

Less than 3 months

Less than one year

1 to 2 years

2 to 5 years

Over 5 years

Continuous

No data supplied

Note:	Results	for	all	economies	in	the	study.

Source: PwC analysis of non‑indicator data.

Is there an independent body (such as a tribunal 
or court) to which a taxpayer can appeal against a 
decision of the tax authorities? 
Yes	/	No

In your opinion, how effective is the independent 
appeal process in your country? 
Scale of 1 to 5 (1 is very efficient, 5 is very inefficient)
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Figure 2.54
In your opinion, how effective is the independent 
appeal process

8%

32%

52%

10%

26%

22%

12%

6%

24%

8%

1 Very efficient

2	Efficient

3 Moderate

4 Inefficient

5 Very inefficient

No data supplied

European	Union

African Union

Note:	Results	for	all	economies	in	the	region	reporting	an	independent	
appeal body.

Source: PwC analysis of non indicator data.

Figure 2.53
In your opinion, how effective is the independent 
appeal process?

8%
3% 7%

19%

41%

22%

1 Very efficient

2	Efficient

3 Moderate

4 Inefficient

5 Very inefficient

No data supplied

Note:	Results	for	economies	reporting	an	independent	appeal	process	in	
the study.

Source: PwC analysis of non indicator data.

Figure 2.54	compares	the	responses	from	the	European	
Union and the African Union. Two countries in the 
European	Union	regarded	the	process	as	inefficient,	
compared to 18 in the African Union who ranked it 
inefficient or very inefficient.

As shown in Figure 2.52, contributors in 10 (5%) 
economies stated that there is no independent body to 
which a taxpayer can appeal. A further 35 did not reply 
to the question. The 10 economies are located in Central 
Asia	and	Eastern	Europe,	the	Middle	East,	Africa,	Asia	
and Latin America and the Caribbean.

Clearly, an effective independent appeal process is 
an important aspect of good tax administration and 
it is also important from the taxpayers’ perspective. 
Figure 2.53 shows the views of these contributors 
reporting an independent appeal body with 30% (22% 
+ 8%) regarding the appeal process as inefficient or 
very inefficient.
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Please rate on a scale of 1 to 5 (1 for best and 5 for 
needing most improvement) the following aspects 
of the tax rules in your country

•	 	clarity,	accessibility	and	stability	of	the	tax	rules

•	 	levels	of	government	and	tax	authority

•	 	approach	of	the	tax	authority

•	 	dealing	with	tax	audits	and	disputes

•	 	other,	please	specify

Figure 2.55
Best and worst aspects of the tax system
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Note:	Results	for	all	economies	in	the	study.

Source: PwC analysis of non indicator data.

Best and worst aspects of the tax system

Figure 2.55 makes interesting reading. Around the 
world, our contributors rank dealing with tax audits and 
disputes as the aspect of their tax system which in their 
view, needs improvement. 39% say that this area needs 
improvement, or needs most improvement.

This is followed by the approach of the tax authorities 
(32%) and clarity, accessibility and stability of tax rules 
(24%). Levels of government and tax authority is the area 
they are most satisfied with. 55% say it is a good or best 
aspect of their tax system.



Summary

The last few pages have looked at the contributors’ 
responses to some of the additional questions that were 
asked as part of the Paying Taxes study this year. The data 
provided in response to these questions is not used to 
calculate the results for the Paying Taxes indicator, but 
could be used, for example, to provide additional insights 
into tax systems, and to help governments review their 
own system and prioritise areas for reform.

Some of the areas highlighted in this commentary include:

•	 	over	a	fifth	of	contributors	(22%), regarded the tax rules 
in their country as ambiguous.

•	 	in	some	countries,	the	guidance	notes	published	by	tax	
authorities are not considered helpful.

•	 	contributors	in	over	a	third	of	the	economies	
(34%) could not point us to a published statement 
of government tax revenues, as a sign of 
transparent government.

•	 	decentralised	tax	systems	do	not	seem	to	add	to	
complexity, but do tend to increase the time to comply 
for business.

•	 	a	requirement	to	keep	extra	books,	solely	for	tax,	can	
add significantly to the compliance time.

•	 	generally	speaking,	it	seems	to	be	quicker	to	receive	a	
tax refund in the more developed economies.

•	 	tax	audits	are	seen	as	less	difficult	when	tax	authorities	
use a risk assessment method of selection.

•	 	in	28%	of	our	economies,	contributors	either	said	there	
is no independent appeal process (5%), or where there 
is a process, they regarded it as inefficient (23%).

•	 	dealing	with	tax	audits	and	disputes,	and	the	
approach of tax authorities, are seen as the aspects 
of tax systems around the world which most 
need improvement.

Going forward, the aim is to further develop this part of the 
study and enhance the value for users. As always, input is 
invited and welcomed.
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The data tables

Appendix

1
Index to the Appendix

1.1 Summary of the rankings including:

	 •	 Ease	of	paying	taxes	rankings
	 •	 Individual	indicator	rankings	for	tax	payments
	 •	 Individual	indicator	rankings	for	time	to	comply
	 •	 Individual	indicator	rankings	for	Total	Tax	Rate

1.2 Tax payments – the details

1.3 Time to comply – the details

1.4	 Total	Tax	Rate	–	the	details
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Rankings

Economy Ease of 
paying 
taxes

Tax 
payments

Time to 
comply

Total Tax 
Rate

Afghanistan 55 14 119 71

Albania 138 142 99 113

Algeria 168 114 161 168

Angola 139 96 116 143

Antigua and Barbuda 128 164 81 94

Argentina 142 21 162 178

Armenia 153 152 179 69

Australia 47 37 24 127

Austria 102 76 64 146

Azerbaijan 108 76 151 89

Bahamas, The 42 55 5 121

Bahrain 13 87 3 8

Bangladesh 89 72 127 64

Belarus 183 181 177 177

Belgium 73 35 53 150

Belize 57 129 48 34

Benin 167 163 107 170

Bhutan 90 59 118 88

Bolivia 177 136 181 172

Bosnia and Herzegovina 129 154 159 27

Botswana 18 63 42 14

Brazil 150 30 183 167

Brunei Darussalam 22 48 46 40

Bulgaria 95 55 172 45

Burkina Faso 144 144 107 111

Burundi 116 100 42 181

Cambodia 58 128 66 19

Cameroon 170 133 182 137

Canada 28 21 30 103

Cape Verde 110 164 20 133

Central African Republic 179 160 165 179

Rankings

Economy Ease of 
paying 
taxes

Tax 
payments

Time to 
comply

Total Tax 
Rate

Chad 133 160 34 155

Chile 45 30 130 24

China 125 9 165 160

Colombia 115 68 82 171

Comoros 41 68 20 92

Congo, Dem. Rep. 157 100 128 183

Congo, Republic 180 171 170 164

Costa Rica 154 136 124 145

Côte d’Ivoire 152 174 107 110

Croatia 39 55 73 50

Cyprus 37 90 49 33

Czech Republic 121 37 171 122

Denmark 13 21 41 36

Djibouti 65 119 26 77

Dominica 68 126 31 73

Dominican Republic 70 21 133 80

Ecuador 77 14 169 61

Egypt, Arab Rep. 140 93 163 102

El Salvador 134 157 131 62

Equatorial Guinea 163 144 126 154

Eritrea 110 59 85 173

Estonia 38 30 16 131

Ethiopia 42 63 75 43

Fiji 81 107 50 93

Finland 71 14 98 125

France 59 9 40 165

Gabon 107 88 116 109

Gambia 176 152 151 182

Georgia 64 59 154 9

Germany 71 52 73 112

Ghana 79 107 88 52

Appendix 1.1 
Ease	of	paying	taxes	rankings

(Please see Appendix 2 of this report for an explanation of the methodology.)
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Rankings

Economy Ease of 
paying 
taxes

Tax 
payments

Time to 
comply

Total Tax 
Rate

Greece 76 30 88 124

Grenada 82 95 42 115

Guatemala 108 84 142 90

Guinea 171 164 157 135

Guinea‑Bissau 130 144 82 116

Guyana 113 114 125 79

Haiti 99 136 56 84

Honduras 145 147 88 128

Hong Kong, China 3 4 14 22

Hungary 122 43 137 151

Iceland 31 96 42 23

India 169 168 114 162

Indonesia 127 154 106 76

Iran 117 76 142 106

Iraq 53 41 129 32

Ireland 6 21 11 26

Israel 83 107 95 51

Italy 136 48 138 166

Jamaica 174 177 156 139

Japan 123 41 144 147

Jordan 26 88 22 41

Kazakhstan 52 21 114 66

Kenya 164 133 158 134

Kiribati 10 9 31 47

Korea, Rep. 49 43 101 48

Kosovo 50 107 60 31

Kuwait 11 48 29 10

Kyrgyz Republic 156 178 79 153

Lao PDR 113 114 148 56

Latvia 45 9 121 54

Lebanon 34 63 67 38

Rankings

Economy Ease of 
paying 
taxes

Tax 
payments

Time to 
comply

Total Tax 
Rate

Lesotho 63 72 133 15

Liberia 85 100 55 104

Lithuania 51 37 63 99

Luxembourg 15 76 6 17

Macedonia, FYR 26 129 10 12

Madagascar 74 82 78 81

Malawi 24 63 54 25

Malaysia 24 37 47 58

Maldives 1 1 1 3

Mali 158 167 107 140

Marshall Islands 94 72 36 163

Mauritania 175 126 174 175

Mauritius 12 9 58 21

Mexico 106 7 167 138

Micronesia 86 72 36 152

Moldova 101 150 93 42

Mongolia 69 141 70 20

Montenegro 145 179 149 35

Morocco 126 92 147 96

Mozambique 98 122 95 59

Namibia 97 122 150 4

Nepal 124 114 141 78

Netherlands 33 21 61 82

New Zealand 9 14 9 53

Nicaragua 165 173 97 158

Niger 141 133 107 119

Nigeria 132 119 178 49

Norway 17 4 18 95

Oman 8 43 7 18

Pakistan 143 147 168 46

Palau 91 63 36 169
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Rankings

Economy Ease of 
paying 
taxes

Tax 
payments

Time to 
comply

Total Tax 
Rate

Panama 173 168 164 136

Papua New Guinea 96 107 71 97

Paraguay 110 119 135 63

Peru 86 21 153 86

Philippines 135 147 72 132

Poland 151 129 155 98

Portugal 80 14 135 100

Puerto Rico 104 52 86 161

Qatar 2 1 3 5

Romania 149 182 79 108

Russia 103 35 131 129

Rwanda 59 114 56 44

Samoa 67 122 88 16

São Tomé and Principe 160 136 160 123

Saudi Arabia 7 43 13 7

Senegal 172 168 173 117

Serbia 136 174 121 57

Seychelles 34 52 11 105

Sierra Leone 161 93 146 180

Singapore 5 6 17 29

Slovak Republic 119 96 103 130

Slovenia 84 76 104 75

Solomon Islands 48 107 14 70

South Africa 23 21 77 39

Spain 78 14 84 148

Sri Lanka 166 172 102 159

St. Kitts and Nevis 100 84 52 142

St. Lucia 40 100 19 60

St. Vincent and the 
Grenadines

62 100 28 91

Sudan 93 136 67 68

Rankings

Economy Ease of 
paying 
taxes

Tax 
payments

Time to 
comply

Total Tax 
Rate

Suriname 32 55 76 30

Swaziland 54 107 23 72

Sweden 42 3 34 144

Switzerland 21 84 8 37

Syrian Arab Republic 105 68 139 101

Taiwan, China 92 59 123 87

Tajikistan 162 160 88 174

Tanzania 120 150 65 114

Thailand 88 82 105 74

Timor‑Leste 19 7 120 1

Togo 155 157 107 141

Tonga 30 68 61 28

Trinidad and Tobago 56 129 26 55

Tunisia 118 76 93 157

Turkey 75 48 87 107

Uganda 66 100 58 65

Ukraine 181 183 175 149

United Arab Emirates 4 43 2 6

United Kingdom 16 14 25 67

United States 61 30 69 118

Uruguay 159 157 139 120

Uzbekistan 178 180 145 176

Vanuatu 20 96 31 2

Venezuela 182 176 176 156

Vietnam 147 100 180 85

West Bank and Gaza 28 90 51 13

Yemen 148 142 100 126

Zambia 36 122 39 11

Zimbabwe 131 154 107 83
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Number of payments Rank

Economy Total tax 
payments

Profit tax 
payments

Labour tax 
payments

Other 
taxes 
payments

 Tax 
payments 
rank

Afghanistan 8 1  0  7 14

Albania 44 13  12  19 142

Algeria 34 4  12  18 114

Angola 31 4  12  15 96

Antigua and 
Barbuda

56 13  24  19 164

Argentina 9 1  1  7 21

Armenia 50 13  12  25 152

Australia 12 1  4  7 37

Austria 22 1  4  17 76

Azerbaijan 22 1  12  9 76

Bahamas, The 17 0  12  5 55

Bahrain 25 0  24  1 87

Bangladesh 21 6  0  15 72

Belarus 107 24  24  59 181

Belgium 11 1  2  8 35

Belize 40 12  12  16 129

Benin 55 5  24  26 163

Bhutan 18 2  12  4 59

Bolivia 42 1  12  29 136

Bosnia and 
Herzegovina

51 12  12  27 154

Botswana 19 6 0  13 63

Brazil 10 2  2  6 30

Brunei 
Darussalam

15 1  12  2 48

Bulgaria 17 2  1  14 55

Burkina Faso 46 2  24  20 144

Burundi 32 1  16  15 100

Cambodia 39 12  12  15 128

Cameroon 41 13  12  16 133

Canada 9 2  3  4 21

Cape Verde 56 4  24  28 164

Number of payments Rank

Economy Total tax 
payments

Profit tax 
payments

Labour tax 
payments

Other 
taxes 
payments

 Tax 
payments 
rank

Central African 
Republic

54 4  24  26 160

Chad 54 12  24  18 160

Chile 10 1  1  8 30

China 7 2  1  4 9

Colombia 20 2  1  17 68

Comoros 20 2  0  18 68

Congo, Dem. 
Rep.

32 1  16  15 100

Congo, Republic 61 5  37  19 171

Costa Rica 42 5  12  25 136

Côte d’Ivoire 66 3  24  39 174

Croatia 17 1  12  4 55

Cyprus 27 4  12  11 90

Czech Republic 12 1  2  9 37

Denmark 9 3  1  5 21

Djibouti 35 5  12  18 119

Dominica 38 5  12  21 126

Dominican 
Republic

9 1  4  4 21

Ecuador 8 2  1  5 14

Egypt, Arab Rep. 29 1  12  16 93

El Salvador 53 13  24  16 157

Equatorial Guinea 46 1  24  21 144

Eritrea 18 2  0  16 59

Estonia 10 1  0  9 30

Ethiopia 19 2  0  17 63

Fiji 33 4  14  15 107

Finland 8 1  3  4 14

France 7 1  2  4 9

Gabon 26 3  4  19 88

Gambia 50 6  13  31 152

Georgia 18 4  0  14 59

Appendix 1.2 
Tax payments (number per year)

(Please see Appendix 2 of this report for an explanation of the methodology.)
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Number of payments Rank

Economy Total tax 
payments

Profit tax 
payments

Labour tax 
payments

Other 
taxes 
payments

 Tax 
payments 
rank

Germany 16 2  4  10 52

Ghana 33 6  12  15 107

Greece 10 1  1  8 30

Grenada 30 1  12  17 95

Guatemala 24 1  12  11 84

Guinea 56 2  36  18 164

Guinea‑Bissau 46 5  12  29 144

Guyana 34 6  12  16 114

Haiti 42 2  25  15 136

Honduras 47 5  13  29 147

Hong Kong, 
China

4 1  1  2 4

Hungary 14 2  4  8 43

Iceland 31 1  14  16 96

India 59 2  24  33 168

Indonesia 51 13  24  14 154

Iran 22 1  12  9 76

Iraq 13 1  12  0 41

Ireland 9 1  1  7 21

Israel 33 2  12  19 107

Italy 15 2  1  12 48

Jamaica 72 4  48  20 177

Japan 13 2  2  9 41

Jordan 26 2  12  12 88

Kazakhstan 9 1  1  7 21

Kenya 41 5  14  22 133

Kiribati 7 5  2  0 9

Korea, Rep. 14 1  3  10 43

Kosovo 33 5  12  16 107

Kuwait 15 3  12  0 48

Kyrgyz Republic 75 12  12  51 178

Lao PDR 34 4  12  18 114

Number of payments Rank

Economy Total tax 
payments

Profit tax 
payments

Labour tax 
payments

Other 
taxes 
payments

 Tax 
payments 
rank

Latvia 7 1  1  5 9

Lebanon 19 1  12  6 63

Lesotho 21 5  0  16 72

Liberia 32 4  12  16 100

Lithuania 12 1  3  8 37

Luxembourg 22 2  12  8 76

Macedonia, FYR 40 12  12  16 129

Madagascar 23 1  8  14 82

Malawi 19 2  1  16 63

Malaysia 12 1  2  9 37

Maldives 1 0  0  1 1

Mali 58 3  36  19 167

Marshall Islands 21 0  16  5 72

Mauritania 38 3  13  22 126

Mauritius 7 1  1  5 9

Mexico 6 1  2  3 7

Micronesia 21 4  4  13 72

Moldova 48 1  28  19 150

Mongolia 43 12  12  19 141

Montenegro 89 12  48  29 179

Morocco 28 1  12  15 92

Mozambique 37 7  12  18 122

Namibia 37 3  12  22 122

Nepal 34 4  12  18 114

Netherlands 9 1  1  7 21

New Zealand 8 1  2  5 14

Nicaragua 64 13  24  27 173

Niger 41 3  1  37 133

Nigeria 35 3  14  18 119

Norway 4 1  1  2 4

Oman 14 1  12  1 43
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Number of payments Rank

Economy Total tax 
payments

Profit tax 
payments

Labour tax 
payments

Other 
taxes 
payments

 Tax 
payments 
rank

Pakistan 47 5  25  17 147

Palau 19 0  12  7 63

Panama 59 2  24  33 168

Papua New 
Guinea

33 1  13  19 107

Paraguay 35 5  12  18 119

Peru 9 1  2  6 21

Philippines 47 1  36  10 147

Poland 40 12  1  27 129

Portugal 8 1  1  6 14

Puerto Rico 16 5  6  5 52

Qatar 1 0  1 0 1

Romania 113 4  84  25 182

Russia 11 1  3  7 35

Rwanda 34 5  12  17 114

Samoa 37 5  24  8 122

São Tomé and 
Principe

42 1  12  29 136

Saudi Arabia 14 1  12  1 43

Senegal 59 3  36  20 168

Serbia 66 12  12  42 174

Seychelles 16 1  12  3 52

Sierra Leone 29 1  12  16 93

Singapore 5 1  1  3 6

Slovak Republic 31 1  12  18 96

Slovenia 22 1  12  9 76

Solomon Islands 33 5  12  16 107

South Africa 9 2  3  4 21

Spain 8 1  1  6 14

Sri Lanka 62 5  24  33 172

St. Kitts and 
Nevis

24 4  12  8 84

St. Lucia 32 1  12  19 100

St. Vincent and 
the Grenadines

32 4  12  16 100

Number of payments Rank

Economy Total tax 
payments

Profit tax 
payments

Labour tax 
payments

Other 
taxes 
payments

 Tax 
payments 
rank

Sudan 42 2  12  28 136

Suriname 17 4  0  13 55

Swaziland 33 2  13  18 107

Sweden 2 1  0  1 3

Switzerland 24 2  15  7 84

Syrian Arab 
Republic

20 1  1  18 68

Taiwan, China 18 3  3  12 59

Tajikistan 54 12  12  30 160

Tanzania 48 5  24  19 150

Thailand 23 2  13  8 82

Timor‑Leste 6 5  0  1 7

Togo 53 5  25  23 157

Tonga 20 1  0  19 68

Trinidad and 
Tobago

40 4  24  12 129

Tunisia 22 4  4  14 76

Turkey 15 1  1  13 48

Uganda 32 3  12  17 100

Ukraine 147 6  96  45 183

United Arab 
Emirates

14 0  12  2 43

United Kingdom 8 1  1  6 14

United States 10 2  3  5 30

Uruguay 53 1  24  28 157

Uzbekistan 106 16  12  78 180

Vanuatu 31 0  12  19 96

Venezuela 71 13  28  30 176

Vietnam 32 6  12  14 100

West Bank and 
Gaza

27 14 0  13 90

Yemen 44 1  24  19 142

Zambia 37 5  13  19 122

Zimbabwe 51 7  14  30 154
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Hours Rank

Economy Total tax 
time

Corporate 
income 
tax time

Labour 
tax time

Consumption 
tax time

Time 
rank

Afghanistan 275  77  120  78 119

Albania 244  120  96  28 99

Algeria 451  152  110  189 161

Angola 272  80  96  96 116

Antigua and 
Barbuda

207  23  136  48 81

Argentina 453  105  108  240 162

Armenia 958  152  352  454 179

Australia 107  35  18  54 24

Austria 170  49  54  67 64

Azerbaijan 376  80  134  162 151

Bahamas, The 58  0  48  0 5

Bahrain 36  0  36  0 3

Bangladesh 302  140  0  162 127

Belarus 900  714  139  47 177

Belgium 156  20  40  96 53

Belize 147  27  60  60 48

Benin 270  30  120  120 107

Bhutan 274  250  24  0 118

Bolivia 1080  120  480  480 181

Bosnia and 
Herzegovina

422  68  96  258 159

Botswana 140  40  40  60 42

Brazil 2600  736  490  1374 183

Brunei 
Darussalam

144  66  78  0 46

Bulgaria 616  40  288  288 172

Burkina Faso 270  30  120  120 107

Burundi 140  80  48  12 42

Cambodia 173  23  84  66 66

Cameroon 1400  500  700  200 182

Canada 119  47  36  36 30

Cape Verde 100  16  36  48 20

Hours Rank

Economy Total tax 
time

Corporate 
income 
tax time

Labour 
tax time

Consumption 
tax time

Time 
rank

Central African 
Republic

504  24  240  240 165

Chad 122  50  36  36 34

Chile 316  42  137  137 130

China 504  96  192  216 165

Colombia 208  40  102  66 82

Comoros 100  4  48  48 20

Congo, Dem. 
Rep.

308  116  96  96 128

Congo, Republic 606  275  150  181 170

Costa Rica 282  18  132  132 124

Côte d’Ivoire 270  30  120  120 107

Croatia 196  60  96  40 73

Cyprus 149  29  80  40 49

Czech Republic 613  135  300  178 171

Denmark 135  25  70  40 41

Djibouti 114  30  36  48 26

Dominica 120  15  48  57 31

Dominican 
Republic

324  82  80  162 133

Ecuador 600  60  300  240 169

Egypt, Arab Rep. 480  76  210  194 163

El Salvador 320  128  96  96 131

Equatorial Guinea 296  80  120  96 126

Eritrea 216  24  96  96 85

Estonia 81  20  34  27 16

Ethiopia 198  150  24  24 75

Fiji 150  24  66  60 50

Finland 243  21  200  22 98

France 132  26  80  26 40

Gabon 272  80  96  96 116

Gambia 376  40  96  240 151

Georgia 387  140  67  180 154

Appendix 1.3 
Time to comply (hours per year)

(Please see Appendix 2 of this report for an explanation of the methodology.)
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Hours Rank

Economy Total tax 
time

Corporate 
income 
tax time

Labour 
tax time

Consumption 
tax time

Time 
rank

Germany 196  30  123  43 73

Ghana 224  40  88  96 88

Greece 224  88  48  88 88

Grenada 140  8  96  36 42

Guatemala 344  44  144  156 142

Guinea 416  32  192  192 157

Guinea‑Bissau 208  160  24  24 82

Guyana 288  48  48  192 125

Haiti 160  40  72  48 56

Honduras 224  35  93  96 88

Hong Kong, 
China

80  50  30  0 14

Hungary 330  35  203  92 137

Iceland 140  40  60  40 42

India 271  47  96  128 114

Indonesia 266  88  97  81 106

Iran 344  32  240  72 142

Iraq 312  24  288  0 129

Ireland 76  10  36  30 11

Israel 230  110  60  60 95

Italy 334  37  264  33 138

Jamaica 414  30  336  48 156

Japan 355  180  140  35 144

Jordan 101  5  60  36 22

Kazakhstan 271  105  74  92 114

Kenya 417  60  57  300 158

Kiribati 120  24  96  0 31

Korea, Rep. 250  120  80  50 101

Kosovo 163  41  32  90 60

Kuwait 118  48  70  0 29

Kyrgyz Republic 202  60  71  71 79

Lao PDR 362  138  42  182 148

Hours Rank

Economy Total tax 
time

Corporate 
income 
tax time

Labour 
tax time

Consumption 
tax time

Time 
rank

Latvia 279  31  165  83 121

Lebanon 180  40  100  40 67

Lesotho 324  22  140  162 133

Liberia 158  57  59  42 55

Lithuania 166  32  76  58 63

Luxembourg 59  21  14  24 6

Macedonia, FYR 75  25  28  22 10

Madagascar 201  9  72  120 78

Malawi 157  67  60  30 54

Malaysia 145  28  87  30 47

Maldives 0 0  0 0 1

Mali 270  30  120  120 107

Marshall Islands 128  0  96  32 36

Mauritania 696  120  96  480 174

Mauritius 161  13  100  48 58

Mexico 517  185  118  214 167

Micronesia 128  32  96  0 36

Moldova 228  80  88  60 93

Mongolia 192  55  61  76 70

Montenegro 372  43  136  193 149

Morocco 358  70  48  240 147

Mozambique 230  50  60  120 95

Namibia 375  41  46  288 150

Nepal 338  120  96  122 141

Netherlands 164  40  64  60 61

New Zealand 70  30  25  15 9

Nicaragua 240  80  80  80 97

Niger 270  30  120  120 107

Nigeria 938  398  378  162 178

Norway 87  24  15  48 18

Oman 62  50  12 0 7
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Hours Rank

Economy Total tax 
time

Corporate 
income 
tax time

Labour 
tax time

Consumption 
tax time

Time 
rank

Pakistan 560  40  40  480 168

Palau 128  0  96  32 36

Panama 482  50  180  252 164

Papua New 
Guinea

194  153  8  33 71

Paraguay 328  40  144  144 135

Peru 380  32  192  156 153

Philippines 195  37  38  120 72

Poland 395  72  222  101 155

Portugal 328  40  192  96 135

Puerto Rico 218  80  60  78 86

Qatar 36 0  36  0 3

Romania 202  32  110  60 79

Russia 320  160  96  64 131

Rwanda 160  22  48  90 56

Samoa 224  48  96  80 88

São Tomé and 
Principe

424  40  192  192 160

Saudi Arabia 79  20  59 0 13

Senegal 666  120  96  450 173

Serbia 279  48  126  105 121

Seychelles 76  40  36  0 11

Sierra Leone 357  15  168  174 146

Singapore 84  34  10  40 17

Slovak Republic 257  43  100  114 103

Slovenia 260  90  96  74 104

Solomon Islands 80  8  30  42 14

South Africa 200  100  50  50 77

Spain 213  33  90  90 84

Sri Lanka 256  16  96  144 102

St. Kitts and 
Nevis

155  31  124 0 52

St. Lucia 92  11  51  30 19

St. Vincent and 
the Grenadines

117  14  52  51 28

Hours Rank

Economy Total tax 
time

Corporate 
income 
tax time

Labour 
tax time

Consumption 
tax time

Time 
rank

Sudan 180  70  70  40 67

Suriname 199  48  24  127 76

Swaziland 104  8  48  48 23

Sweden 122  50  36  36 34

Switzerland 63  15  40  8 8

Syrian Arab 
Republic

336  300  36  0 139

Taiwan, China 281  221  27  33 123

Tajikistan 224  80  48  96 88

Tanzania 172  60  52  60 65

Thailand 264  160  48  56 105

Timor‑Leste 276  132  144  0 120

Togo 270  30  120  120 107

Tonga 164  8  12  144 61

Trinidad and 
Tobago

114  30  60  24 26

Tunisia 228  96  36  96 93

Turkey 223  46  80  97 87

Uganda 161  35  72  54 58

Ukraine 736  140  364  232 175

United Arab 
Emirates

12  0  12  0 2

United Kingdom 110  35  45  30 25

United States 187  99  55  33 69

Uruguay 336  100  128  108 139

Uzbekistan 356  126  70  160 145

Vanuatu 120  0  24  96 31

Venezuela 864  120  360  384 176

Vietnam 1050  350  400  300 180

West Bank and 
Gaza

154  10  96  48 51

Yemen 248  56  72  120 100

Zambia 132  48  24  60 39

Zimbabwe 270  90  96  84 107
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Total Tax Rate Rank

Economy TTR Profit tax 
TTR

Labour 
tax TTR

Other taxes 
TTR

TTR 
Rank

Afghanistan 36.4% 0.0% 0.0% 36.4% 71

Albania 44.9% 8.0% 31.9% 5.0% 113

Algeria 72.0% 6.6% 29.7% 35.7% 168

Angola 53.2% 24.6% 0.0% 28.6% 143

Antigua and 
Barbuda

41.5% 26.0% 9.5% 6.0% 94

Argentina 108.1% 2.9% 29.4% 75.8% 178

Armenia 36.2% 12.1% 23.0% 1.1% 69

Australia 48.0% 25.8% 21.0% 1.2% 127

Austria 55.5% 16.1% 34.6% 4.8% 146

Azerbaijan 40.9% 13.8% 24.8% 2.3% 89

Bahamas, The 47.0% 0.0% 6.1% 40.9% 121

Bahrain 15.0% 0.0% 14.6% 0.4% 8

Bangladesh 35.0% 25.7% 0.0% 9.3% 64

Belarus 99.7% 22.1% 39.6% 38.0% 177

Belgium 57.3% 5.3% 50.2% 1.8% 150

Belize 28.9% 20.4% 7.0% 1.5% 34

Benin 73.3% 16.7% 32.7% 23.9% 170

Bhutan 40.6% 35.0% 1.1% 4.5% 88

Bolivia 80.0% 0.0% 15.5% 64.5% 172

Bosnia and 
Herzegovina

27.1% 4.9% 17.6% 4.6% 27

Botswana 17.1% 16.2% 0.0% 0.9% 14

Brazil 69.2% 21.3% 41.3% 6.6% 167

Brunei 
Darussalam

30.3% 24.7% 5.6% 0.0% 40

Bulgaria 31.4% 4.6% 22.9% 3.9% 45

Burkina Faso 44.9% 16.1% 22.6% 6.2% 111

Burundi 278.6% 19.4% 7.8% 251.4% 181

Cambodia 22.7% 19.1% 0.1% 3.5% 19

Cameroon 50.5% 27.4% 18.3% 4.8% 137

Canada 43.6% 23.9% 12.5% 7.2% 103

Cape Verde 49.7% 18.6% 18.5% 12.6% 133

Total Tax Rate Rank

Economy TTR Profit tax 
TTR

Labour 
tax TTR

Other taxes 
TTR

TTR 
Rank

Central African 
Republic

203.8% 176.8% 8.1% 18.9% 179

Chad 60.9% 31.3% 23.9% 5.7% 155

Chile 25.3% 17.9% 3.8% 3.6% 24

China 63.8% 6.3% 49.6% 7.9% 160

Colombia 78.7% 17.7% 33.9% 27.1% 171

Comoros 41.1% 31.4% 0.0% 9.7% 92

Congo, Dem. 
Rep.

322.0% 58.9% 7.9% 255.2% 183

Congo, Republic 65.5% 0.0% 32.9% 32.6% 164

Costa Rica 54.8% 18.9% 29.3% 6.6% 145

Côte d’Ivoire 44.7% 9.0% 20.1% 15.6% 110

Croatia 32.5% 11.4% 19.4% 1.7% 50

Cyprus 28.8% 9.6% 7.1% 12.1% 33

Czech Republic 47.2% 4.7% 39.5% 3.0% 122

Denmark 29.2% 22.0% 2.2% 5.0% 36

Djibouti 38.7% 17.7% 17.7% 3.3% 77

Dominica 37.0% 25.9% 7.9% 3.2% 73

Dominican 
Republic

39.0% 19.3% 17.8% 1.9% 80

Ecuador 34.9% 18.5% 13.7% 2.7% 61

Egypt, Arab Rep. 43.0% 13.8% 25.6% 3.6% 102

El Salvador 35.0% 17.0% 17.2% 0.8% 62

Equatorial Guinea 59.5% 13.5% 25.4% 20.6% 154

Eritrea 84.5% 8.8% 0.0% 75.7% 173

Estonia 49.1% 8.1% 37.5% 3.5% 131

Ethiopia 31.1% 26.8% 0.0% 4.3% 43

Fiji 41.2% 30.8% 10.2% 0.2% 93

Finland 47.7% 17.1% 29.6% 1.0% 125

France 65.8% 8.2% 51.7% 5.9% 165

Gabon 44.7% 19.7% 22.7% 2.3% 109

Gambia 292.4% 41.4% 12.8% 238.2% 182

Georgia 15.3% 13.3% 0.0% 2.0% 9

Appendix 1.4 
Total	Tax	Rate	(%	of	commercial	profits)

(Please see Appendix 2 of this report for an explanation of the methodology.)
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Total Tax Rate Rank

Economy TTR Profit tax 
TTR

Labour 
tax TTR

Other taxes 
TTR

TTR 
Rank

Germany 44.9% 17.4% 22.0% 5.5% 112

Ghana 32.7% 18.1% 14.0% 0.6% 52

Greece 47.4% 13.9% 31.7% 1.8% 124

Grenada 45.3% 27.6% 5.6% 12.1% 115

Guatemala 40.9% 25.9% 14.3% 0.7% 90

Guinea 49.9% 21.9% 17.3% 10.7% 135

Guinea‑Bissau 45.9% 14.9% 24.8% 6.2% 116

Guyana 38.9% 26.8% 8.8% 3.3% 79

Haiti 40.1% 23.3% 12.4% 4.4% 84

Honduras 48.3% 26.7% 10.7% 10.9% 128

Hong Kong, 
China

24.2% 18.6% 5.3% 0.3% 22

Hungary 57.5% 9.1% 39.5% 8.9% 151

Iceland 25.0% 7.2% 12.8% 5.0% 23

India 64.7% 25.1% 18.2% 21.4% 162

Indonesia 37.6% 26.9% 10.6% 0.1% 76

Iran 44.2% 17.9% 25.9% 0.4% 106

Iraq 28.4% 14.9% 13.5% 0.0% 32

Ireland 26.5% 11.9% 12.1% 2.5% 26

Israel 32.6% 24.7% 5.3% 2.6% 51

Italy 68.4% 22.9% 43.4% 2.1% 166

Jamaica 51.3% 28.6% 13.0% 9.7% 139

Japan 55.7% 33.9% 16.5% 5.3% 147

Jordan 31.1% 15.1% 12.4% 3.6% 41

Kazakhstan 35.9% 23.5% 9.6% 2.8% 66

Kenya 49.7% 33.1% 6.9% 9.9% 134

Kiribati 31.8% 23.4% 8.4% 0.0% 47

Korea, Rep. 31.9% 17.1% 12.7% 2.1% 48

Kosovo 28.3% 21.2% 5.6% 1.5% 31

Kuwait 15.5% 4.7% 10.8% 0.0% 10

Kyrgyz Republic 59.4% 3.2% 21.4% 34.8% 153

Lao PDR 33.7% 25.2% 5.6% 2.9% 56

Total Tax Rate Rank

Economy TTR Profit tax 
TTR

Labour 
tax TTR

Other taxes 
TTR

TTR 
Rank

Latvia 33.0% 2.2% 27.2% 3.6% 54

Lebanon 30.2% 6.1% 24.1% 0.0% 38

Lesotho 18.5% 14.9% 0.0% 3.7% 15

Liberia 43.7% 0.0% 5.4% 38.3% 104

Lithuania 42.7% 4.1% 35.1% 3.5% 99

Luxembourg 20.9% 4.1% 15.3% 1.5% 17

Macedonia, FYR 16.4% 12.1% 0.8% 3.5% 12

Madagascar 39.2% 16.6% 20.3% 2.3% 81

Malawi 25.8% 24.0% 1.1% 0.7% 25

Malaysia 34.2% 16.5% 15.6% 2.1% 58

Maldives 9.1% 0.0% 0.0% 9.1% 3

Mali 52.1% 12.9% 32.6% 6.6% 140

Marshall Islands 64.9% 0.0% 11.8% 53.1% 163

Mauritania 86.1% 61.9% 17.6% 6.6% 175

Mauritius 22.9% 10.6% 5.0% 7.3% 21

Mexico 51.0% 22.9% 26.7% 1.4% 138

Micronesia 58.7% 52.0% 6.7% 0.0% 152

Moldova 31.1% 0.0% 30.8% 0.3% 42

Mongolia 22.8% 9.3% 12.4% 1.1% 20

Montenegro 28.9% 8.3% 18.8% 1.8% 35

Morocco 41.7% 18.1% 22.2% 1.4% 96

Mozambique 34.3% 27.7% 4.5% 2.1% 59

Namibia 9.6% 4.0% 1.0% 4.6% 4

Nepal 38.8% 16.8% 11.3% 10.7% 78

Netherlands 39.3% 20.7% 17.3% 1.3% 82

New Zealand 32.8% 29.4% 2.6% 0.8% 53

Nicaragua 63.2% 24.9% 19.2% 19.1% 158

Niger 46.5% 20.1% 19.6% 6.8% 119

Nigeria 32.2% 21.8% 9.7% 0.7% 49

Norway 41.6% 24.4% 15.9% 1.3% 95

Oman 21.6% 9.7% 11.8% 0.1% 18
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Total Tax Rate Rank

Economy TTR Profit tax 
TTR

Labour 
tax TTR

Other taxes 
TTR

TTR 
Rank

Pakistan 31.6% 14.3% 15.0% 2.3% 46

Palau 73.0% 0.0% 6.5% 66.5% 169

Panama 50.1% 17.1% 22.6% 10.4% 136

Papua New 
Guinea

42.3% 22.0% 11.7% 8.6% 97

Paraguay 35.0% 9.6% 18.6% 6.8% 63

Peru 40.3% 12.1% 11.0% 17.2% 86

Philippines 49.4% 24.9% 10.3% 14.2% 132

Poland 42.5% 17.3% 21.9% 3.3% 98

Portugal 42.9% 14.3% 26.8% 1.8% 100

Puerto Rico 64.7% 25.3% 12.6% 26.8% 161

Qatar 11.3% 0.0% 11.3% 0.0% 5

Romania 44.6% 8.2% 34.2% 2.2% 108

Russia 48.3% 10.9% 31.8% 5.6% 129

Rwanda 31.3% 21.2% 5.7% 4.4% 44

Samoa 18.9% 11.9% 7.0% 0.0% 16

São Tomé and 
Principe

47.2% 35.5% 6.8% 4.9% 123

Saudi Arabia 14.5% 2.1% 12.4% 0.0% 7

Senegal 46.0% 14.8% 24.1% 7.1% 117

Serbia 34.0% 11.6% 20.2% 2.2% 57

Seychelles 44.1% 20.8% 22.6% 0.7% 105

Sierra Leone 235.6% 0.0% 11.3% 224.3% 180

Singapore 27.8% 7.9% 14.9% 5.0% 29

Slovak Republic 48.6% 7.1% 39.6% 1.9% 130

Slovenia 37.5% 15.2% 19.9% 2.4% 75

Solomon Islands 36.3% 24.9% 8.4% 3.0% 70

South Africa 30.2% 24.5% 2.4% 3.3% 39

Spain 56.9% 21.2% 35.2% 0.5% 148

Sri Lanka 63.7% 26.5% 16.9% 20.3% 159

St. Kitts and 
Nevis

52.7% 32.7% 11.3% 8.7% 142

St. Lucia 34.4% 25.9% 5.6% 2.9% 60

St. Vincent and 
the Grenadines

41.0% 32.5% 5.1% 3.4% 91

Total Tax Rate Rank

Economy TTR Profit tax 
TTR

Labour 
tax TTR

Other taxes 
TTR

TTR 
Rank

Sudan 36.1% 13.8% 19.2% 3.1% 68

Suriname 27.9% 27.9% 0.0% 0.0% 30

Swaziland 36.6% 28.1% 4.0% 4.5% 72

Sweden 54.6% 16.4% 36.6% 1.6% 144

Switzerland 29.7% 9.7% 16.6% 3.4% 37

Syrian Arab 
Republic

42.9% 23.2% 0.0% 19.7% 101

Taiwan, China 40.4% 19.5% 16.7% 4.2% 87

Tajikistan 85.9% 17.7% 28.5% 39.7% 174

Tanzania 45.2% 19.9% 18.0% 7.3% 114

Thailand 37.2% 29.0% 5.7% 2.5% 74

Timor‑Leste 0.2% 0.0% 0.0% 0.2% 1

Togo 52.7% 11.1% 28.3% 13.3% 141

Tonga 27.5% 26.3% 0.0% 1.2% 28

Trinidad and 
Tobago

33.1% 21.6% 5.8% 5.7% 55

Tunisia 62.8% 15.0% 25.2% 22.6% 157

Turkey 44.5% 17.0% 23.1% 4.4% 107

Uganda 35.7% 23.3% 11.3% 1.1% 65

Ukraine 57.2% 12.3% 43.1% 1.8% 149

United Arab 
Emirates

14.1% 0.0% 14.1% 0.0% 6

United Kingdom 35.9% 21.9% 11.0% 3.0% 67

United States 46.3% 27.9% 9.6% 8.8% 118

Uruguay 46.7% 28.3% 15.6% 2.8% 120

Uzbekistan 94.9% 1.7% 27.1% 66.1% 176

Vanuatu 8.4% 0.0% 4.5% 3.9% 2

Venezuela 61.1% 8.1% 18.1% 34.9% 156

Vietnam 40.1% 20.6% 19.2% 0.3% 85

West Bank and 
Gaza

16.8% 16.2% 0.0% 0.6% 13

Yemen 47.8% 35.1% 11.3% 1.4% 126

Zambia 16.1% 1.7% 10.4% 4.0% 11

Zimbabwe 39.4% 24.2% 5.1% 10.1% 83
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Introduction

The Paying Taxes indicator is one of ten indicators 
assessed as part of the World Bank Group’s annual 
Doing Business report, which, this year, was published on 
9 September 2009. This is the fifth year in which tax data 
has been collected as part of the Doing Business project.

The Paying Taxes study involves gathering information 
on the tax affairs of a standard case study company in 
183 economies, by reviewing the financial statements 
and a list of transactions of a standard small to medium 
sized firm. This information is used to generate three 
sub‑indicators related to the number of tax payments, 
the time taken to comply with its tax affairs, and the 
total tax cost. These are equally weighted to produce an 
overall ranking for each country for ‘the ease of paying 
taxes’.	Rankings	of	each	of	the	individual	components	are	
also available. All the rankings are included in Appendix 1, 
and further details for each economy are available at 
www.doingbusiness.org

The study also collects additional data, which, whilst 
not used to determine a country’s ranking, assists with 
understanding the tax system in each country. Some of 
this additional data is referred to in this report.

This appendix includes detailed information on the 
methodology behind the collection of data for the main 
indicators, and the fundamental distinction between 
taxes borne and taxes collected. It also explains 
more about the PricewaterhouseCoopers Total Tax 
Contribution methodology (basic principles of which are 
incorporated in the design of the Doing Business paying 
taxes indicator), and some of the matters that must be 
considered when deciding what payments should be 
included when considering the tax burden of a company.

The case study company

In order to gather the necessary information to generate 
the tax indicators mentioned for the standardised 
business in each economy, a case study company has 
been developed. The case study company is a domestic 
flower‑pot manufacturer and retailer. It has been chosen 
as a business that can be readily understood worldwide, 
and has an activity that involves both manufacture 
and retail of a low‑technology product. The overriding 
objective is to generate a standard fact‑pattern, so that 
the tax indicators generated using the same criteria can 
be compared across many economies without being 
significantly distorted by industry‑specific incentives and 
reliefs. It is also specified to be a domestic operation in 
the economy, so the assessment is purely of the local 
tax system.

The company has a set of financial statements, and 
comparability is assisted by detailed assumptions 
made with regard to the company’s operations, staff, 
transactions, size etc., as well as the process by which 
the information is gathered and reviewed.

The facts and assumptions allow the World Bank Group 
to generate tax indicators for each economy based on the 
application of their tax rules to the case study company.

Expert	contributors	from	each	economy	provide	data	
in a standard format, which is sense‑checked and 
validated by the World Bank Group team. The data 
provided is based on the standardised case study facts 
and assumptions and on the tax rules applying for the 
year from 1 January to 31 December 2008. While the 
basic elements of the case study do not change year on 
year, the period for which the rules are deemed to apply 
is updated.
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The framework of the Doing 
Business study

The Doing Business ‘paying taxes’ data records the taxes 
and mandatory contributions that a small to medium 
sized company must pay in a given year, and also 
measures the administrative burden of paying taxes and 
contributions. Taxes and contributions measured include 
the profit or corporate income tax, social contributions 
and labour taxes paid by the employer, property taxes, 
dividend tax, capital gains tax, financial transactions tax, 
waste collection taxes and vehicle and road taxes.

Doing Business measures all taxes and contributions 
that are government mandated (at any level – federal, 
state or local), apply to the standardised business, and 
have an impact on its income statements. In doing so, 
Doing Business goes beyond the traditional definition 
of a tax, as defined for the purposes of government 
national accounts, where taxes include only compulsory 
unrequited payments to general government. 
Doing Business departs from this definition, because 
it measures imposed charges that affect business 
accounts, not just government accounts. The main 
differences relate to certain labour contributions.

The Doing Business ‘paying taxes’ data includes 
government mandated contributions, paid by the 
employer, to a requited private pension fund or workers 
insurance fund. The indicator includes, for example, 
Australia’s compulsory superannuation guarantee and 
workers compensation insurance.

Assumptions about the business

The business:

•	 	Is	a	limited	liability,	taxable	company.	If	there	is	more	
than one type of limited liability company in a country, 
the limited liability form most popular among domestic 
firms is chosen. The most popular form is reported by 
incorporation lawyers or the statistical office.

•	 	Started	operations	on	1	January	2007.	At	that	time	it	
purchased all the assets shown in its balance sheet, 
and hired all its workers.

•	 	Operates	in	the	economy’s	largest	business	city.

•	 	Is	100%	domestically‑owned	and	has	five	owners,	
all of whom are natural persons (resident for tax 
purposes in the economy).

•	 	Has	a	start‑up	capital	of	102	times	income	per	capita	
at the end of 2007.

•	 	Performs	general	industrial	and	commercial	activities.	
Specifically, it produces ceramic flower‑pots and sells 
them at retail. It does not participate in foreign trade 
(no import or export), and does not handle products 
subject to a special tax regime – for example, alcohol 
or tobacco.

•	 	At	the	beginning	of	2007,	the	company	owns	
two plots of land, one building, machinery, office 
equipment, computers and one truck. Another truck 
is leased.

•	 	Does	not	qualify	for	investment	incentives,	or	any	
benefits apart from those related to the age or size of 
the company.

•	 	Has	60	employees,	comprising	four	managers,	eight	
assistants and 48 workers. All of these workers are 
nationals of the country and one of the managers is 
also an owner.

•	 	No	employees	have	left	or	joined	the	company	since	
the company was established.

•	 	Has	a	turnover	of	1,050	times	income	per	capita.

•	 	Made	a	loss	in	the	first	year	of	operation.

•	 	Has	a	gross	margin	(pre‑tax)	of	20%	(that	is	sales	are	
120% of the cost of goods sold).
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•	 	Sells	one	of	its	plots	of	land	at	a	profit	during	the	
second year.

•	 	Has	annual	fuel	costs	for	its	trucks	equal	to	twice	
income per capita.

•	 	Distributes	50%	of	its	profits	as	dividends	to	the	
owners at the end of the second year.

•	 	Is	subject	to	a	series	of	other	detailed	assumptions	on	
expenses and transactions to further standardise the 
case. All financial statement variables are proportional 
to 2006 income per capita. For example, the owner, 
who is also a manager, spends 10% of income per 
capita on travelling for the company (20% of this 
owner’s expenses are purely private, 20% are for 
entertaining customers, and 60% for business travel).

Assumptions about taxes and contributions

•	 	The	taxes	and	contributions	are	those	paid	in	the	
second year of operation (fiscal year 2008). A tax or 
contribution is considered distinct if it has a different 
name or is collected by a different agency. Taxes and 
contributions with the same name and agency, but 
charged at different rates depending on the business, 
are counted as the same tax or contribution.

•	 	The	number	of	times	the	company	pays	taxes	and	
contributions in a year is the number of different 
taxes or contributions multiplied by the frequency of 
payment (or withholding) for each one. The frequency 
of payment includes advance payments (or 
withholding), as well as regular payments 
(or withholding).

The indicators:

Number of tax payments

•	 	The	tax	payments	indicator	reflects	the	total	
number of taxes and contributions paid, the method 
of payment, the frequency of payment and the 
number of agencies involved for this standardised 
case study company, during the second year of 
its operation. It includes payments made by the 
company on consumption taxes, such as sales 
tax or value added tax. Although these taxes do 
not affect the income statements of the company, 
they add to the administrative burden of complying 
with the tax system and so are included in the tax 
payments measure.

•	 	The	number	of	payments	takes	into	account	electronic	
filing. Where full electronic filing and payment is 
allowed (and it is used by the majority of small to 
medium sized businesses), the tax is counted as paid 
once a year, even if the payment is more frequent. 
For taxes paid through third parties, such as tax on 

The case study company has a turnover which 
is the same multiple of the income per capita for 
each economy. In absolute terms, therefore, the 
numbers can be different. For example, in the 
UK, the turnover of the business is assumed to 
be £21.5m, whereas, in Argentina, turnover is 
13,941,603 pesos, which at 31 December 2008 
(the end of the fiscal year of the study) equates to 
£0.4m. In both economies however, the calculation 
is the same and is based on income per capita. 
This allows the case study financials to be flexed 
to reflect the relative wealth of the economy in 
which it operates. While the turnover is flexed, the 
gross margin of the company is fixed at the same 
percentage regardless of the economy in which the 
company operates.
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interest paid by a financial institution or fuel tax paid 
by the fuel distributor, only one payment is included, 
even if payments are more frequent. These are 
taxes withheld at source, where no filing is made by 
the company.

•	 	Where	two	or	more	taxes	or	contributions	are	paid	
jointly using the same form, each of these joint 
payments is counted once. For example, if mandatory 
health insurance contributions and mandatory pension 
contributions are filed and paid together, only one of 
these contributions would be included in the number 
of payments.

Time to comply

•	 	Time	is	recorded	in	hours	per	year.	The	indicator	
measures the time to prepare, file and pay (or 
withhold) three major types of taxes and contributions:

	 •	 	corporate	income	tax,

	 •	 	value	added	or	sales	tax,	and

	 •	 	labour	taxes,	including	payroll	taxes	and	social	
security contributions.

•	 	Preparation	time	includes	the	time	to	collect	all	
information necessary to compute the tax payable. 
If separate accounting books must be kept for tax 
purposes – or separate calculations made – the time 
associated with these processes is included. This 
extra time is included only if the regular accounting 
work is not enough to fulfil the tax accounting 
requirements, in which case the incremental time 
required is included. (The time estimated does not 
include the time spent developing the entries on tax 
for inclusion in the statutory accounts).

•	 	Filing	time	includes	the	time	to	complete	all	necessary	
tax forms and to make all necessary calculations 
and submissions.

•	 	Payment	time	considers	the	hours	needed	to	make	
the payment online, or at the tax authorities. Where 
taxes and contributions are paid in person, the time 
includes delays while waiting. (Payment time can 
also include analysis of forecast data and associated 
calculations if advance payments are required).

•	 	It	is	important	to	note	that	the	hours	to	comply	
measure does not include any time spent on tax 
audits or inspections, or dealing with tax authority 
queries. The case study does not include any facts 
or assumptions which would enable such time to 
be estimated.

Tax Cost – Total Tax Rate (TTR)

•	 	The	TTR	indicator	measures	the	amount	of	all	taxes	
and mandatory contributions borne by the business 
in the second year of operation, expressed as a 
percentage of commercial profits. Doing Business 
2010	reports	the	TTR	for	the	fiscal	year	2008	
(1 January to 31 December 2008).

•	 	The	total	amount	of	taxes	borne	is	the	sum	of	all	
the different taxes and contributions payable after 
accounting for deductions and exemptions. The taxes 
withheld (such as personal income tax), or collected 
by the company, but not remitted to the tax authorities 
(such as sales or value added tax), and not borne by 
the	company,	are	excluded	from	the	TTR	(while	noting	
that	these	still	contribute	to	the	compliance	indicators;	
hours and payments).

•	 	The	taxes	and	contributions	included	can	be	divided	
into five categories:

	 •	 	profit	or	corporate	income	tax;

	 •	 	social	contributions	and	labour	taxes	paid	by	the	
employer (for which all mandatory contributions are 
included, even if paid to a private entity such as a 
requited	pension	fund);
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	 •	 	property	taxes;

	 •	 	turnover	taxes	and	cascading	sales	taxes	as	well	
as other consumption taxes such as irrecoverable 
VAT;	and

	 •	 	other	taxes	(such	as	municipal	fees	and	vehicle	
and fuel taxes).

•	 	This	is	a	comprehensive	measure	of	all	the	taxes	
and contributions borne by business. As such, it 
differs from the statutory rate, which merely provides 
the factor to be applied to the tax base. It is more 
informative and more useful than other measures, 
which, for example, focus only on corporate 
income tax.

•	 	It	is	important	to	note	that	the	profit	figure	used	in	
the	TTR	calculation	(the	commercial	profit)	is	not	the	
conventional figure found in the financial statements 
of a company – the profit before tax figure (PBT). In 
computing commercial profit, these taxes are not 
deductible, and are added back to present a clear 
picture of the actual profit of a business before any of 
the taxes it bears in the course of the fiscal year.

•	 	Commercial	profits	are	defined	as,	‘sales	minus	
cost of goods sold, minus gross salaries, minus 
administrative expenses, minus other expenses, 
minus provisions, plus capital gains (from the property 
sale), minus interest expense, plus interest income 
and minus commercial depreciation’. To compute the 
commercial depreciation, a straight‑line depreciation 
method is applied with the following rates: 0% for 
the land, 5% for the building, 10% for the machinery, 
33% for the computers, 20% for the office equipment, 
20% for the truck and 10% for business development 
expenses. If any of the taxes and contributions are 
included in ‘other expenses’, then these are added 
back to the commercial profits figure. Commercial 
profit amounts to 59.4 times the income per capita.

•	 	The	TTR	excludes	value	added	taxes	(where	not	
irrecoverable), because they do not affect the 
accounting profits of the business – and therefore they 
are not reflected in the income statement.

•	 	The	principles	used	for	the	tax	cost	indicator	are	
broadly consistent with the PricewaterhouseCoopers 
Total Tax Contribution framework methodology. 
However,	PricewaterhouseCoopers,	in	its	empirical	
work,	calculates	TTR	including	only	taxes	as	defined	
later in this appendix. Other mandatory contributions 
such as the Australian superannuation guarantee 
obligation are excluded. Such payments are usually 
disclosed by the company in other elements of the 
Total Tax Contribution framework, together with 
additional payments made by the company such as 
contributions to infrastructure costs. These are often 
required of companies in the extractive industries, by 
economies in which they invest, but do not strictly 
count as taxes.

Ease of Paying Taxes ranking

•	 	The	data	collected	by	the	Doing Business team 
is used to generate a system of ranking based on 
three indicators:

  Steps: the number of tax payments

  Time: the number of hours to comply with the 
company’s tax obligations

  Cost:	the	total	tax	rate	(TTR)

•	 	This	three	step	approach	is	linked	to	a	broader	
methodology used by the World Bank Group in the 
Doing Business project which requires these three 
components of steps, time and cost.
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•	 	The	World	Bank	Group	report,	‘Doing Business 2010’, 
aggregates these three indicators to generate an 
overall ranking. The aggregation of the indicators 
gives each indicator an equal weighting.

•	 	Here	is	one	example	of	how	the	ranking	on	the	ease	
of paying taxes is constructed. In Iceland, it takes 31 
payments, 140 hours and 25% of commercial profits 
to comply with business taxes during one year. In 
these three indicators, Iceland ranks in the 52nd, 22nd 
and 12th percentiles. Therefore, Iceland ranks in the 
29th percentile for the overall ease of paying taxes – 
the average of the three percentiles. By ordering the 
ease of paying taxes percentile for each economy, the 
ranking is obtained, which is 31 out of 183 economies 
in the case of Iceland.

•	 	The	data	tables	in	Appendix	1	show	this	overall	
ranking, and additionally the ranking for each 
individual	indicator	i.e.	for	the	Total	Tax	Rate,	for	the	
time to comply and for tax payments. The appendix 
also gives a breakdown of the results for each 
indicator across the main types of taxes.

•	 	The	details	on	paying	taxes	can	be	found	for	each	
economy at www.doingbusiness.org and 
www.pwc.com/payingtaxes

The PricewaterhouseCoopers Total 
Tax Contribution (‘TTC’) framework

The PricewaterhouseCoopers Total Tax Contribution 
framework was developed with a view to establishing 
a methodology which enables companies to collect 
and communicate total tax information in a consistent 
manner, meeting the needs of their various stakeholders 
and helping to improve transparency35.

The framework encompasses all the taxes that are 
paid by companies and includes, for example, property 
taxes, labour taxes and contributions, sales taxes and 
other taxes, as well as corporate income tax. It makes 

a fundamental distinction between two types of taxes 
paid by companies: these are known as ‘taxes borne’ 
and ‘taxes collected’. In essence, taxes borne are those 
which are a cost to the company, such as property taxes, 
employer social security and corporate income tax. Taxes 
collected are those where the company is collecting the 
tax on behalf of the authority, including taxes deducted 
from employees’ salaries, sales taxes and excise duties.

The	Total	Tax	Rate	indicator	which	is	included	in	
the World Bank Group’s Paying Taxes study has 
been calculated using the principles of the Total Tax 
Contribution framework. It is important to note that for 
the	purpose	of	calculating	the	TTR,	it	is	only	taxes	borne	
which are included (tax borne is discussed in more 
detail below).

Details of taxes collected are also gathered by the study 
and these have an impact, along with taxes borne, on the 
indicators dealing with hours to comply and the number 
of tax payments. The Total Tax Contribution framework 
also includes the cost of tax compliance.

It must be understood that the Total Tax Contribution 
framework is a data gathering and reporting mechanism, 
designed to increase transparency around a company’s 
tax impacts. It is acknowledged that there are economic 
arguments over whether companies, consumers, or 
employees ultimately bear the economic incidence of 
taxes. This is not addressed in this framework.

What is a tax?

In the context of the PricewaterhouseCoopers Total Tax 
Contribution framework, and the surveys undertaken 
around the world, the question of defining ‘what is a 
tax?’ has been an important one to answer, in order to 
ensure a solid base for comparison and analysis for those 
surveys. The Paying Taxes data generated by the Doing 
Business report, and included in this study, includes 
government‑mandated contributions, even though they 
may not fit the traditional definition of tax.

35 Total Tax Contribution Framework – What is your company’s overall tax contribution? – A 
PricewaterhouseCoopers discussion paper, published April 2005.

	 	http://www.pwc.com/extweb/insights.nsf/docid/88E7FD4015197F0B802572F0003C96D0?
utr=1
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As a starting point, a tax can be defined as 
something which:

•	 	is	paid	to	government;

•	 	is	compulsory;

•	 	is	used	by	the	authority	as	part	of	the	public	
finances;	and

•	 	has	no	direct	return	of	value	to	the	payer.

Each	of	the	terms	needs	a	little	expansion.

Payment should be made to an independent authority 
– therefore government includes a central, state or local 
authority. In many economies, TaxpayerCo in the Paying 
Taxes study will pay taxes at all three levels. It is still a 
tax if it is collected on behalf of the government by an 
agency, provided that the agency submits the taxes 
collected. In some economies (for example, in China), 
certain social security contributions made by employers 
are governed and collected by a separate taxing 
authority. As this authority operates on behalf of central 
government, albeit separate from the main tax authority, 
these payments are therefore a tax and are included 
within the Paying Taxes indicators.

It must be a compulsory levy – the only way to be exempt 
from paying is not to to undertake the action that triggers 
the tax payment. To give a simple example, if property 
transfer tax is payable by the seller in a jurisdiction, the 
only way to avoid paying this tax would be not to sell 
the property.

Most taxes go into a central pot and are used as the 
authority wishes. A hypothecated tax remains a tax, but 
a levy that is a direct payment for a service may well not 
be a tax.

The last point requires the return of value to be 
considered. This is most easily illustrated by considering 
a company that leases space in a building owned by 

the government. The rent paid is not a tax, as there is a 
full return of value to the company. Whilst this example 
is clear, others may not be quite so straightforward. 
For example, payments to a local authority will often 
be a tax as they do not result in the receipt of local 
government services of comparable value. On this basis, 
charges for rubbish/garbage collection will be a tax if the 
charge is clearly in excess of the cost of providing that 
service.	However,	road	tolls	will	usually	not	be	a	tax	as	
they are directly tied to the use of the road.

Payments in respect of labour

As evidenced in the results, payments in respect 
of labour, such as payroll taxes and social security 
contributions, can constitute a significant part of the 
TTR	(where	they	are	borne	by	the	employer),	and	the	
compliance burden (where they are collected from the 
employee). Such payments are included in the study 
where they meet the definition of a tax, notwithstanding 
that they may be governed by separate legislation, or 
called a contribution rather than a tax.

Companies in many economies are required to pay 
to government forms of social security or other taxes 
connected with employing their workers. In most 
cases, these payments are compulsory and are used 
by the government as part of public finances – they 
are not, for example, used for the direct benefit of 
the employees of the company, and therefore do not 
provide any direct return of value to the company or the 
employee. These payments can be rightly included as a 
tax.	However,	unless	all	of	the	necessary	requirements	
listed above are met, treatment as a tax may not 
be appropriate.

A specific illustration of this point, over which there has 
been some debate, is a payment made by employers in 
Australia. This payment, known as the superannuation 
guarantee obligation, is mandatory and equivalent to 
9% of an employee’s salary. While it is compulsory, 
it is paid into a separate superannuation fund which 
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is specifically allocated for the benefit of each 
employee. As such, under the PricewaterhouseCoopers 
methodology, it is accepted that this payment is not a 
tax as it is an employee benefit, rather than a general 
payment into public finances. For the World Bank Group 
Doing Business project, however, as it is a mandatory 
contribution,	it	has	been	included	within	the	TTR	
calculation to ensure that international comparisons in 
the context of this survey are valid.

Taxes borne and taxes collected

As mentioned above, the PricewaterhouseCoopers 
Total Tax Contribution framework makes a fundamental 
distinction between taxes borne and taxes collected, 
and this principle is followed by the Paying Taxes study. 
The split is important for the purpose of understanding 
the impact of taxes on the company and for analysis of 
the results.

For the Paying Taxes study, taxes borne contribute to 
the	TTR,	but	taxes	collected	do	not.	Taxes	collected	are	
important, however, as they do contribute to the number 
of hours that the company takes to comply with the 
tax system and they also impact on the number of tax 
payments. They therefore contribute significantly to the 
administrative cost of the tax system and to the effort and 
resource required. A common definition of the terms is 
as follows:

Taxes borne – those which are paid by the company and 
are a cost to the company.

Taxes collected – those for which the company acts as 
tax collector/administrator for the tax authority.

Taxes borne could also be termed ‘taxes suffered’, in 
that these are the levies that truly impact the company 
concerned. It does not matter whether the charge 
to the profit and loss account is direct (for example, 
the corporate profits tax charge), or indirect (such as 
the transfer tax paid on the purchase of a building 

which is capitalised as part of the building’s cost and 
then amortised over a period). Both the corporate 
income tax and the transfer tax would count as taxes 
borne. For the transfer tax, the amount borne would 
be the full amount paid in the period rather than the 
amount amortised.

Taxes borne are a cost to the company and, as with 
other costs, will ultimately be passed on – for example, in 
higher prices to customers, lower wages to employees, 
or lower dividends to shareholders. This ultimate 
incidence does not affect the treatment under TTC or the 
Paying Taxes study as a tax borne.

Taxes collected are those where the company acts, 
in effect, as (unpaid) tax collector on behalf of the 
tax authority. The classic examples are sales and 
excise taxes, together with taxes and contributions 
deducted from employees’ pay. The only impact taxes 
collected have on the company’s profits will be via 
administrative costs. 
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Clarity and accessibility of the 
tax rules

Where can you find the tax rules and guidance for the tax 
system in your country?

•	 	in	print	from	the	tax	administration
•	 	in	print	from	another	official	source
•	 	on	the	internet
•	 	other,	please	specify
•	 	not	accessible

In your opinion, how simple or complicated are the tax 
rules in your country?

•	 	Scale	of	1	to	5	(1	is	simple	and	easy	to	understand,	
and 5 is very complicated even for a tax expert 
to understand!).

In your opinion, how clear or ambiguous are the tax rules 
in your country?

•	 	Scale	of	1	to	5	(1	is	very	clear,	5	is	very	ambiguous	
and subject to different interpretations).

  Please provide examples of any ambiguous rules.

How	frequently	are	significant	changes	made	to	the	tax	
rules in your country?

•	 	usually	once	a	year
•	 	usually	two	or	three	times	a	year
•	 	probably	on	a	monthly	basis
•	 	probably	on	a	weekly	basis
•	 	on	a	daily	basis

In your opinion how helpful are any guidance notes 
which the tax authority publishes to assist taxpayers in 
your country?

•	 	Scale	of	1	to	5	(1	is	very	helpful,	5	is	not	at	all	helpful/
none are published).

Can you easily access a published statement by 
government of the actual tax revenues in your country?

•	 	YES	/	NO

  If yes, please provide the source of such statement, 
including the website link if the statement is available 
on the internet.

  If no, please comment on why not.

How centralised/decentralised is the 
tax system

Please indicate the levels of government in your country 
that can levy taxes.

•	 	Federal	level 
YES/NO

•	 	State/provincial/territory	level 
YES/NO

  If yes, how many states/provinces/territories?

•	 	Local/municipal	level 
YES/NO

  If yes, how many local or municipal levels?

Please indicate where the following specific taxes are 
administered by separate tax authorities in your country.

Are indirect taxes (VAT, GST or Sales Tax) administered by 
a separate authority from corporate income tax?

•	 YES	/	NO

	 	If	YES,	please	indicate	at	what	level	of	government.
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Is social security/social contributions 
administered separately?

•	 	YES	/	NO

	 	If	YES,	please	indicate	at	what	level	of	government.

Are payroll and wage taxes administered separately?

•	 YES	/	NO

	 	If	YES,	please	indicate	at	what	level	of	government.

Are property taxes administered separately?

•	 	YES	/	NO

	 	If	YES,	please	indicate	at	what	level	of	government.

Are customs and/or excise duties administered separately?

•	 	YES	/	NO

	 	If	YES,	please	indicate	at	what	level	of	government.

Are vehicle taxes and registration fees 
administered separately?

•	 	YES	/	NO

	 	If	YES,	please	indicate	at	what	level	of	government.

Are other taxes administered separately?

•	 	YES	/	NO

	 	If	YES,	please	specify	below	and	indicate	at	what	level	
of government.

Approach of the tax authority

Over and above the books which are kept for accounting 
purposes, are there additional books which must be kept 
by companies in your country only for tax purposes?

If	YES,	please	list	them	below,	indicating	which	taxes	they	
apply to.

In a typical situation how long is it likely to take in practice 
for a company to receive a VAT or withholding tax refund 
in your country (time from claiming a refund to receiving 
the cash)?

•	 	less	than	a	month
•	 	1	to	3	months
•	 	3	to	6	months
•	 	6	to	12	months
•	 	more	than	a	year

Dealing with tax audits and disputes

In your experience, how are companies selected for a tax 
audit? Please select all relevant methods and number them 
from the most common to the least common where 1 is the 
most common:

•	 	risk	assessment
•	 	by	size
•	 	by	type	of	business
•	 	when	they	ask	for	a	refund
•	 	random	basis
•	 	other,	please	specify

If a company claims a VAT or withholding tax refund, will 
the tax authority in your country audit the repayment claim 
prior to making payment?

•	 	not	usually
•	 	sometimes
•	 	usually

If usually, please comment on the process.
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Do tax audits typically cover a single tax (such as 
corporate income tax) or multiple taxes (such as 
corporate income tax, social contributions, sales tax at 
the same time)?

•	 	single	tax
•	 	multiple	taxes

In a typical situation for a large company, how long 
is a tax audit likely to take in your country (from first 
information request to substantive resolution)?

•	 	less	than	3	months
•	 	less	than	one	year
•	 	1	to	2	years
•	 	2	to	5	years
•	 	over	5	years
•	 	continuous	audit

Is there an independent body (such as a tribunal or court) 
to which a taxpayer can appeal against a decision of the 
tax authority?

YES	/	NO

In your opinion how easy is it for a company to deal with 
a tax audit in your country?

•	 	Scale	of	1	to	5	(1	is	very	easy,	5	is	very	difficult).

In your opinion how effective is the independent appeal 
process in your county?

•	 	Scale	of	1	to	5	(1	is	very	efficient,	5	is	very	inefficient).

Best and worst aspects of the tax 
system

Please rate on a scale of 1 to 5 (1 for best and 5 for 
needing most improvement) the following aspects of the 
tax rules in your country Please also comment on the 
reasons for your rankings 1 – 5:

•	 	aspects	of	the	tax	rules	(e.g.	rates	or	incentives)
•	 	clarity,	accessibility	and	stability	of	the	tax	rules
•	 	levels	of	government	and	tax	authority
•	 	approach	of	the	tax	authorities
•	 	dealing	with	tax	audits	and	disputes
•	 	other,	please	specify
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In	1664	William	Petty,	an	adviser	to	England’s	Charles	II,	
compiled	the	first	known	national	accounts.	He	made	
4 entries. On the expense side, “food, housing, clothes 
and all other necessaries” were estimated at £40 million. 
National income was split among three sources: £8 million 
from land, £7 million from other personal estates and £25 
million from labour income.

In later centuries, estimates of country income, 
expenditure and material inputs and outputs became 
more abundant. But it was not until the 1940s that a 
systematic framework was developed for measuring 
national income and expenditure, under the direction 
of British economist John Maynard Keynes. As the 
methodology became an international standard, 
comparisons of countries’ financial positions became 
possible. Today the macroeconomic indicators in national 
accounts are standard in every country.

Governments committed to the economic health of their 
country and opportunities for its citizens now focus 
on more than macroeconomic conditions. They also 
pay attention to the laws, regulations and institutional 
arrangements that shape daily economic activity.

The global financial crisis has renewed interest in good 
rules and regulation. In times of recession, effective 
business regulation and institutions can support 
economic	adjustment.	Easy	entry	and	exit	of	firms,	and	
flexibility in redeploying resources, make it easier to stop 
doing things for which demand has weakened and to 
start doing new things. Clarification of property rights 
and strengthening of market infrastructure (such as credit 
information and collateral systems) can contribute to 
confidence as investors and entrepreneurs look to rebuild.

Until very recently, however, there were no globally 
available indicator sets for monitoring such 
microeconomic factors and analysing their relevance. 
The first efforts, in the 1980s, drew on perceptions 
data from expert or business surveys. Such surveys 
are useful gauges of economic and policy conditions. 
But their reliance on perceptions and their incomplete 

coverage of poor countries constrain their usefulness 
for analysis.

The Doing Business project, launched eight years ago, 
goes one step further. It looks at domestic small and 
medium sized companies and measures the regulations 
applying to them through their life cycle. Doing Business 
and the standard cost model initially developed and 
applied in the Netherlands are, for the present, the only 
standard tools used across a broad range of jurisdictions 
to measure the impact of government rule‑making on 
business activity36.

The first Doing Business report, published in 2003, 
covered five indicator sets in 133 economies. This 
year’s report covers 10 indicator sets in 183 economies. 
The project has benefitted from feedback from 
governments, academics, practitioners and reviewers37. 
The initial goal remains: to provide an objective basis for 
understanding and improving the regulatory environment 
for business.

What Doing Business covers

Doing Business provides a quantitative measure 
of regulations for starting a business, dealing with 
construction permits, employing workers, registering 
property, getting credit, protecting investors, paying 
taxes, trading across borders, enforcing contracts and 
closing a business – as they apply to domestic small 
and medium sized enterprises.

A fundamental premise of Doing Business is that 
economic activity requires good rules. These include 
rules that establish and clarify property rights and 
reduce the costs of resolving disputes, rules that increase 
the predictability of economic interactions, and rules 
that provide contractual partners with core protections 
against abuse. The objective: regulations designed to be 
efficient, to be accessible to all who need to use them, 
and to be simple in their implementation. Accordingly, 
some Doing Business indicators give a higher score for 
more regulation, such as stricter disclosure requirements 

36 The standard cost model is a quantitative methodology for determining the administrative 
burdens that regulation imposes on businesses. The method can be used to measure 
the effect of a single law or of selected areas of legislation or to perform a baseline 
measurement of all legislation in a country.

37	 This	included	a	review	by	the	World	Bank	Independent	Evaluation	Group	(2008).
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in related‑party transactions. Some give a higher score 
for a simplified way of implementing existing regulation, 
such as completing business start‑up formalities in a 
one‑stop shop.

The Doing Business project encompasses two types 
of data. The first come from readings of laws and 
regulations. The second are time and motion indicators 
that measure the efficiency in achieving a regulatory 
goal (such as granting the legal identity of a business). 
Within the time and motion indicators, cost estimates are 
recorded from official fee schedules where applicable. 
Here,	Doing Business	builds	on	Hernando	de	Soto’s	
pioneering work in applying the time and motion 
approach first used by Frederick Taylor to revolutionise 
the production of the Model T Ford. De Soto used the 
approach in the 1980s to show the obstacles to setting 
up a garment factory on the outskirts of Lima38.

What Doing Business does not cover

Just as important as knowing what Doing Business does 
is to know what it does not do – to understand what 
limitations must be kept in mind in interpreting the data.

Limited in scope

Doing Business focuses on 10 topics, with the specific 
aim of measuring the regulation and red tape relevant 
to the life cycle of a domestic small to medium sized 
firm. Accordingly:

•	 	Doing Business does not measure all aspects of 
the business environment that matter to firms or 
investors—or all factors that affect competitiveness. 
It does not, for example, measure security, 
macroeconomic stability, corruption, the labour 
skills of the population, the underlying strength of 
institutions or the quality of infrastructure39. Nor does 
it focus on regulations specific to foreign investment.

•	 	Doing Business does not assess the strength of the 
financial system or market regulations, both important 
factors in understanding some of the underlying 
causes of the global financial crisis.

•	 	Doing Business does not cover all regulations, or all 
regulatory goals, in any economy. As economies and 
technology advance, more areas of economic activity 
are	being	regulated.	For	example,	the	European	
Union’s body of laws (acquis) has now grown to 
no fewer than 14,500 rule sets. Doing Business 
measures just 10 phases of a company’s life cycle, 
through 10 specific sets of indicators. The indicator 
sets also do not cover all aspects of regulation in the 
particular area. For example, the indicators on starting 
a business or protecting investors do not cover all 
aspects of commercial legislation. The employing 
workers indicators do not cover all areas of labour 
regulation. Measures for regulations addressing safety 
at work or right of collective bargaining, for example, 
are not included in the current indicator set.

Based on standardised case scenarios

Doing Business indicators are built on the basis of 
standardised case scenarios with specific assumptions, 
such as the business being located in the largest business 
city	of	the	economy.	Economic	indicators	commonly	
make limiting assumptions of this kind. Inflation statistics, 
for example, are often based on prices of consumer 
goods in a few urban areas.

Such assumptions allow global coverage and enhance 
comparability. But they come at the expense of generality. 
Business regulation and its enforcement, particularly 
in federal states and large economies, differ across the 
country. And of course the challenges and opportunities 
of the largest business city – whether Mumbai or São 
Paulo, Nuku’alofa or Nassau – vary greatly across 
countries.	Recognising	governments’	interest	in	such	
variation, Doing Business has complemented its 
global indicators with sub‑national studies in such 
countries	as	Brazil,	China,	Colombia,	the	Arab	Republic	

38 De Soto (2000).
39 The indicators related to trading across borders and dealing with construction permits 

and the pilot indicators on getting electricity take into account limited aspects of an 
economy’s infrastructure, including the inland transport of goods and utility connections 
for businesses.
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of	Egypt,	India,	Kenya,	Mexico,	Morocco,	Nigeria	and	
the Philippines40.

In areas where regulation is complex and highly 
differentiated, the standardised case used to construct 
the Doing Business indicator needs to be carefully 
defined. Where relevant, the standardised case assumes 
a limited liability company. This choice is in part empirical: 
private, limited liability companies are the most prevalent 
business form in most economies around the world. 
The choice also reflects one focus of Doing Business: 
expanding opportunities for entrepreneurship. Investors 
are encouraged to venture into business when potential 
losses are limited to their capital participation.

Focused on the formal sector

In constructing the indicators, Doing Business assumes 
that entrepreneurs are knowledgeable about all 
regulations in place and comply with them. In practice, 
entrepreneurs may spend considerable time finding out 
where to go and what documents to submit. Or they may 
avoid legally required procedures altogether – by not 
registering for social security, for example.

Where regulation is particularly onerous, levels of 
informality are higher. Informality comes at a cost: firms 
in the informal sector typically grow more slowly, have 
poorer access to credit and employ fewer workers – and 
their workers remain outside the protections of labour 
law41. Doing Business measures one set of factors that 
help explain the occurrence of informality and give 
policy‑makers insights into potential areas of reform. 
Gaining a fuller understanding of the broader business 
environment, and a broader perspective on policy 
challenges, requires combining insights from Doing 
Business with data from other sources, such as the World 
Bank	Enterprise	Surveys42.

Why this focus

Doing Business functions as a kind of cholesterol test 
for the regulatory environment for domestic businesses. 

A cholesterol test does not tell us everything about 
the state of our health. But it does measure something 
important for our health. And it puts us on watch to 
change behaviours in ways that will improve not only 
our cholesterol rating but also our overall health.

One way to test whether Doing Business serves as a 
proxy for the broader business environment and for 
competitiveness is to look at correlations between the 
Doing Business rankings and other major economic 
benchmarks. The indicator set closest to Doing Business 
in	what	it	measures	is	the	Organisation	for	Economic	
Co‑operation and Development’s indicators of product 
market	regulation;	the	correlation	here	is	0.75.	The	World	
Economic	Forum’s	Global	Competitiveness	Index	and	
IMD’s	World	Competitiveness	Yearbook	are	broader	in	
scope, but these too are strongly correlated with Doing 
Business (0.79 and 0.72, respectively). These correlations 
suggest that where peace and macroeconomic stability 
are present, domestic business regulation makes an 
important difference in economic competitiveness.

A bigger question is whether the issues on which 
Doing Business focuses matter for development and 
poverty reduction. The World Bank study Voices of the 
Poor asked 60,000 poor people around the world how 
they thought they might escape poverty43. The answers 
were unequivocal: women and men alike pin their hopes 
above all on income from their own business or wages 
earned	in	employment.	Enabling	growth	–	and	ensuring	
that poor people can participate in its benefits – requires 
an environment where new entrants with drive and good 
ideas, regardless of their gender or ethnic origin, can get 
started in business and where good firms can invest and 
grow, generating more jobs.

Small and medium sized enterprises are key drivers 
of competition, growth and job creation, particularly 
in developing countries. But in these economies up to 
80% of economic activity takes place in the informal 
sector. Firms may be prevented from entering the formal 
sector by excessive bureaucracy and regulation.

40 http://subnational.doingbusiness.org 
41 Schneider (2005).

42 http://www.enterprisesurveys.org
43 Narayan and others (2000).
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Where regulation is burdensome and competition limited, 
success tends to depend more on whom you know than 
on what you can do. But where regulation is transparent, 
efficient and implemented in a simple way, it becomes 
easier for any aspiring entrepreneurs, regardless of their 
connections, to operate within the rule of law and to 
benefit from the opportunities and protections that the 
law provides.

In this sense Doing Business values good rules as 
a key to social inclusion. It also provides a basis for 
studying effects of regulations and their application. 
For example, Doing Business 2004 found that faster 
contract enforcement was associated with perceptions of 
greater judicial fairness—suggesting that justice delayed 
is justice denied44.

In the current global crisis, policy‑makers face 
particular challenges. Both developed and developing 
economies are seeing the impact of the financial 
crisis flowing through to the real economy, with 
rising unemployment and income loss. The foremost 
challenge for many governments is to create new jobs 
and economic opportunities. But many have limited 
fiscal space for publicly funded activities such as 
infrastructure investment or for the provision of publicly 
funded	safety	nets	and	social	services.	Reforms	aimed	
at creating a better investment climate, including reforms 
of business regulation, can be beneficial for several 
reasons. Flexible regulation and effective institutions, 
including efficient processes for starting a business 
and efficient insolvency or bankruptcy systems, 
can facilitate reallocation of labour and capital. And 
regulatory institutions and processes that are streamlined 
and accessible can help ensure that, as businesses 
rebuild, barriers between the informal and formal sectors 
are lowered, creating more opportunities for the poor.

Doing Business as a benchmarking exercise

Doing Business, in capturing some key dimensions 
of regulatory regimes, has been found useful for 
benchmarking. Any benchmarking – for individuals, firms 

or economies – is necessarily partial: it is valid and useful 
if it helps sharpen judgement, less so if it substitutes 
for judgement.

Doing Business provides two takes on the data it collects: 
it presents ‘absolute’ indicators for each economy for 
each of the 10 regulatory topics it addresses, and it 
provides rankings of economies, both by indicator and 
in aggregate. Judgement is required in interpreting these 
measures for any economy and in determining a sensible 
and politically feasible path for reform.

Reviewing	the	Doing Business rankings in isolation 
may show unexpected results. Some economies may 
rank unexpectedly high on some indicators. And some 
economies that have had rapid growth or attracted a 
great deal of investment may rank lower than others that 
appear to be less dynamic.

But for reform‑minded governments, how much their 
indicators improve matters more than their absolute 
ranking. As economies develop, they strengthen and 
add to regulations to protect investor and property rights. 
Meanwhile, they find more efficient ways to implement 
existing regulations and cut outdated ones. One finding 
of Doing Business: dynamic and growing economies 
continually reform and update their regulations and their 
way of implementing them, while many poor economies 
still work with regulatory systems dating to the late 1800s.

Doing Business – a user’s guide

Quantitative	data	and	benchmarking	can	be	useful	
in stimulating debate about policy, both by exposing 
potential challenges and by identifying where 
policy‑makers might look for lessons and good practices. 
This data also provides a basis for analysing how different 
policy approaches – and different policy reforms – 
contribute to desired outcomes such as competitiveness, 
growth and greater employment and incomes.

Seven years of Doing Business data have enabled a 
growing body of research on how performance on 

44 World Bank (2003).
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Doing Business indicators – and reforms relevant to 
those indicators – relate to desired social and economic 
outcomes. Some 405 articles have been published in 
peer‑reviewed academic journals, and about 1,143 
working papers are available through Google Scholar45. 

Among the findings:

•	 	Lower	barriers	to	start‑up	are	associated	with	a	
smaller informal sector46.

•	 	Lower	costs	of	entry	encourage	entrepreneurship,	
enhance firm productivity and reduce corruption47.

•	 	Simpler	start‑up	translates	into	greater	
employment opportunities48.

How	do	governments	use	Doing Business? A common 
first reaction is to doubt the quality and relevance of the 
Doing Business	data.	Yet	the	debate	typically	proceeds	to	
a deeper discussion exploring the relevance of the data to 
the economy and areas where reform might make sense.

Most reformers start out by seeking examples, and 
Doing Business helps in this. For example, Saudi Arabia 
used the company law of France as a model for revising 
its own. Many countries in Africa look to Mauritius – 
the region’s strongest performer on Doing Business 
indicators—as a source of good practices for reform. 
In the words of Luis Guillermo Plata, the minister of 
commerce, industry and tourism of Colombia,

It’s not like baking a cake where you follow the recipe. No. 
We are all different. But we can take certain things, certain 
key lessons, and apply those lessons and see how they 
work in our environment.

Over the past seven years there has been much activity 
by governments in reforming the regulatory environment 
for domestic businesses. Most reforms relating to Doing 
Business topics were nested in broader programmes of 
reform aimed at enhancing economic competitiveness. 
In structuring their reform programmes, governments 

use multiple data sources and indicators. And reformers 
respond to many stakeholders and interest groups, all 
of whom bring important issues and concerns into the 
reform debate.

World Bank support to these reform processes is 
designed to encourage critical use of the data, sharpening 
judgment and avoiding a narrow focus on improving 
Doing Business rankings.

Methodology and data

Doing Business covers 183 economies – including small 
economies and some of the poorest countries, for which 
little or no data are available in other data sets. The Doing 
Business data is based on domestic laws and regulations 
as well as administrative requirements. 

Information sources for the data

Most of the indicators are based on laws and regulations. 
In addition, most of the cost indicators are backed by 
official fee schedules. Doing Business respondents both 
fill out written surveys and provide references to the 
relevant laws, regulations and fee schedules, aiding data 
checking and quality assurance.

For some indicators, part of the cost component (where 
fee schedules are lacking) and the time component 
are based on actual practice rather than the law on 
the books. This introduces a degree of subjectivity. 
The Doing Business approach has therefore been to work 
with legal practitioners or professionals who regularly 
undertake the transactions involved. Following the 
standard methodological approach for time and motion 
studies, Doing Business breaks down each process or 
transaction, such as starting and legally operating a 
business, into separate steps to ensure a better estimate 
of time. The time estimate for each step is given by 
practitioners with significant and routine experience in 
the transaction.

45 http://scholar.google.com 
46	 For	example,	Masatlioglu	and	Rigolini	(2008),	Kaplan,	Piedra	and	Seira	(2008),	Ardagna	

and Lusagi (2009) and Djankov and others (forthcoming).
47 For example, Alesina and others (2005), Perotti and Volpin (2004), Klapper, Laeven 

and	Rajan	(2006),	Fisman	and	Sarria‑Allende	(2004),	Antunes	and	Cavalcanti	(2007),	

Barseghyan	(2008),	Djankov	and	others	(forthcoming)	and	Klapper,	Lewin	and	Quesada	
Delgado (2009).

48	 For	example,	Freund	and	Bolaky	(2008),	Chang,	Kaltani	and	Loayza	(2009)	and	Helpman,	
Melitz	and	Rubinstein	(2008).
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Over the past seven years more than 11,000 professionals 
in 183 economies have assisted in providing the 
data that inform the Doing Business indicators. This 
year’s report draws on the inputs of more than 8,000 
professionals. The Doing Business website indicates the 
number of respondents per economy and per indicator. 
Respondents	are	professionals	or	government	officials	
who routinely administer or advise on the legal and 
regulatory requirements covered in each Doing Business 
topic. Because of the focus on legal and regulatory 
arrangements, most of the respondents are lawyers. 
The credit information survey is answered by officials 
of the credit registry or bureau. Freight forwarders, 
accountants, architects and other professionals answer 
the surveys related to trading across borders, taxes and 
construction permits.

The Doing Business approach to data collection contrasts 
with that of enterprise or firm surveys, which capture often 
one‑time perceptions and experiences of businesses. 
A corporate lawyer registering 100 – 150 businesses 
a year will be more familiar with the process than an 
entrepreneur, who will register a business only once or 
maybe twice. A bankruptcy judge deciding dozens of 
cases a year will have more insight into bankruptcy than a 
company that may undergo the process.

Development of the methodology

The methodology for calculating each indicator 
is transparent, objective and easily replicable. 
Leading academics collaborate in the development of 
the indicators, ensuring academic rigour. Seven of the 
background papers underlying the indicators have been 
published in leading economic journals. One is at an 
advanced stage of publication.

Doing Business uses a simple averaging approach 
for weighting sub‑indicators and calculating rankings. 
Other approaches were explored, including using 
principal components and unobserved components. 
The principal components and unobserved components 
approaches turn out to yield results nearly identical to 
those of simple averaging. The tests show that each 

set of indicators provides new information. The simple 
averaging approach is therefore robust to such tests.

Improvements to the methodology and data revisions

The methodology has undergone continual improvement 
over the years. Changes have been made mainly in 
response to country suggestions. For enforcing contracts, 
for example, the amount of the disputed claim in the case 
study was increased from 50% to 200% of income per 
capita after the first year of data collection, as it became 
clear that smaller claims were unlikely to go to court.

Another change relates to starting a business. 
The minimum capital requirement can be an obstacle for 
potential entrepreneurs. Initially, Doing Business measured 
the required minimum capital regardless of whether it had 
to be paid up front or not. In many economies only part 
of the minimum capital has to be paid up front. To reflect 
the actual potential barrier to entry, the paid‑in minimum 
capital has been used since 2004.

This year’s report includes changes in the core 
methodology for one set of indicators, those on 
employing workers. The assumption for the standardised 
case study was changed to refer to a small to medium 
sized company with 60 employees rather than 201. 
The scope of the question on night and weekly holiday 
work has been limited to manufacturing activities in 
which continuous operation is economically necessary. 
Legally mandated wage premiums for night and weekly 
holiday work up to a threshold are no longer considered 
a restriction. In addition, the calculation of the minimum 
wage ratio was modified to ensure that an economy 
would not benefit in the scoring from lowering the 
minimum wage to below $1.25 a day, adjusted for 
purchasing power parity. This level is consistent with 
recent World Bank adjustments to the absolute poverty 
line. Finally, the calculation of the redundancy cost 
was adjusted so that having severance payments or 
unemployment protections below a certain threshold 
does not mean a better score for an economy.
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All changes in methodology are explained on the 
Doing Business website. In addition, data time series 
for each indicator and economy are available on the 
Doing Business website, beginning with the first year 
the indicator or economy was included in the report. 
To provide a comparable time series for research, the 
data set is back‑calculated to adjust for changes in 
methodology and any revisions in data due to corrections. 
The website also makes available all original data sets 
used for background papers.

Information on data corrections is provided on 
the website. A transparent complaint procedure 
allows anyone to challenge the data. If errors are 
confirmed after a data verification process, they are 
expeditiously corrected.

New this year

This year’s Doing Business report presents initial findings 
in two new areas: the ease of obtaining an electricity 
connection and the level of adoption in national legislation 
of aspects of the International Labour Organisation’s 
(ILO) core labour standards on child labour. Neither 
of these pilot indicator sets is included in the Doing 
Business rankings.

Pilot indicators on getting electricity. 
Where the quality and accessibility of infrastructure 
services are poor, companies’ productivity and growth 
suffer. According to firm surveys in 89 economies, 
electricity was one of the biggest constraints to their 
business49. The Doing Business pilot data set on getting 
electricity is the first to compare distribution utilities 
around the world on how efficiently they respond to 
customer requests for connections.

The pilot indicators track the process a standardised local 
private business goes through in obtaining an electricity 
connection. By applying its methodology to electricity 
provision, Doing Business aims to illustrate some of 
the real implications of weak infrastructure services for 
entrepreneurs. The indicators complement existing data 

that focus on generation capacity, consumption prices 
and the reliability of electricity supply50. And they allow 
further investigation of the effects of the process of 
getting an electricity connection on economic outcomes.

Worker protection. 
The ILO core labour standards consist of freedom of 
association and recognition of the right to collective 
bargaining, the elimination of all forms of forced or 
compulsory labour, the abolition of child labour and 
equitable treatment in employment practices. The Doing 
Business indicators on employing workers are consistent 
with these core labour standards but do not measure 
compliance with them. To complement these indicators, 
Doing Business has launched research on the adoption of 
core labour standards in national legislation.

The initial research focuses on the national 
implementation of minimum age provisions included 
in two ILO conventions on child labour: Convention 
138, on the minimum age for admission to employment 
(1973), and Convention 182, on the worst forms of child 
labour (1999).

This year’s Doing Business report presents initial findings 
on 102 countries (see ILO core labour standards). For 
each country Doing Business examined whether national 
laws follow the minimum age threshold for general 
access to employment (14 or 15 years, depending on the 
development of the country’s economy and educational 
facilities), for hazardous work (18 years) and for light work 
(12 or 13 years, depending on the development of the 
country’s economy and educational facilities).

In the future the research will expand to more economies 
and to more areas covered by the core labour standards. 
On the basis of this, Doing Business plans to develop 
a new worker protection indicator, a process that will 
benefit from the advice of a consultative group with 
broad representation of stakeholders. The ILO, which has 
leadership on the core labour standards, will serve as an 
essential source of guidance in this process.

49	 According	to	World	Bank	Enterprise	Survey	data	for	the	89	economies,	15.6%	of	
managers consider electricity the most serious constraint, while a similar share (15.68%) 
consider access to finance the most serious constraint (http://www.enterprisesurveys.org).

50	 See,	for	example,	data	of	the	International	Energy	Agency	or	the	World	Bank	Enterprise	
Surveys (http://www.enterprisesurveys.org).
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Disclaimers and copyright

The	Total	Tax	Rate	included	in	the	survey	by	the	
World Bank Group has been calculated using the 
broad principles of the PricewaterhouseCoopers 
methodology. The application of these principles 
by the World Bank Group has not been verified, 
validated or audited by PricewaterhouseCoopers, and 
therefore, PricewaterhouseCoopers cannot make any 
representations or warranties with regard to the accuracy 
of the information generated by the World Bank Group’s 
models. In addition, the World Bank Group has not 
verified, validated or audited any information collected 
by PricewaterhouseCoopers beyond the scope of 
Doing Business Paying Taxes data, and therefore, the 
World Bank Group cannot make any representations or 
warranties with regard to the accuracy of the information 
generated by PricewaterhouseCoopers own research.

The World Bank Group’s Doing Business tax ranking 
indicator includes two components in addition to the 
Total	Tax	Rate.	These	estimate	compliance	costs	by	
looking at hours spent on tax work and the number of tax 
payments made in a tax year. These calculations do not 
follow any PricewaterhouseCoopers methodology but do 
attempt to provide data which is consistent with the tax 
compliance cost aspect of the PricewaterhouseCoopers 
Total Tax Contribution framework.

PricewaterhouseCoopers (www.pwc.com) provides 
industry‑focused assurance, tax and advisory services 
to build public trust and enhance value for its clients 
and their stakeholders. More than 163,000 people in 
151 countries across its network share their thinking, 
experience and solutions to develop fresh perspectives 
and practical advice.

This publication has been prepared as general 
information on matters of interest only, and does not 
constitute professional advice. No one should act 
upon the information contained in this publication 
without obtaining specific professional advice. No 
representation or warranty (express or implied) is given 

as to the accuracy or completeness of the information 
contained in this publication, and, to the extent 
permitted by law, neither PricewaterhouseCoopers nor 
the World Bank Group accept or assume any liability, 
responsibility or duty of care for any consequences of 
anyone else acting, or refraining to act, in reliance on 
the information contained in this publication or for any 
decision based on it. The World Bank Group does not 
guarantee the accuracy of the data included in this 
work. The boundaries, colours, denominations, and 
other information shown on any map in this work do 
not imply any judgement on the part of The World Bank 
Group concerning the legal status of any territory or the 
endorsement or acceptance of such boundaries. The 
findings, interpretations, and conclusions expressed 
herein are those of the author(s) and do not necessarily 
reflect	the	views	of	the	Executive	Directors	of	the	World	
Bank Group or the governments they represent.

This publication may be copied and disseminated in its 
entirety, retaining all featured logos, names, copyright 
notice	and	disclaimers.	Extracts	from	this	publication	
may be copied and disseminated, including publication 
in other documentation, provided always that the extract 
is clearly identified as such and that a source notice is 
used as follows: for extracts from any section of this 
publication except Chapter One, use the source notice: 
“© 2009 PricewaterhouseCoopers. All rights reserved. 
Extract	from	“Paying	Taxes	2010”	publication,	available	
on www.pwc.com”. For extracts from Chapter One only, 
use the source notice: “© 2009 The World Bank Group. 
All	rights	reserved.	Extract	from	“Paying	Taxes	2010”	
publication, available on www.pwc.com”.

All other queries on rights and licenses, including 
subsidiary rights, should be addressed to the Office 
of	the	Publisher,	The	World	Bank,	1818	H	Street	NW,	
Washington,	DC	20433,	USA;	fax:	202‑522‑2422;	e‑mail:	
pubrights@worldbank.org.

© 2009 PricewaterhouseCoopers and the World Bank 
Group. All rights reserved. “PricewaterhouseCoopers” 
refers to the network of member firms of 
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PricewaterhouseCoopers International Limited, each 
of which is a separate and independent legal entity. 
The World Bank Group refers to the legally separate 
but affiliated international organisations: International 
Bank	for	Reconstruction	and	Development,	International	
Development Association, Multilateral Investment 
Guarantee Agency, International Finance Corporation 
and International Center for the Settlement of 
Investment Disputes.
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This is the third Paying Taxes publication based on 
the ‘paying taxes’ indicator from the World Bank – IFC 
Doing Business project. The project assesses the 
ease of paying taxes as part of a broader analysis of 
regulations relevant to domestic, small to medium 
sized companies in 181 economies around the world. 
It does so by assessing the time required for firms to 
prepare and file returns and pay taxes; the number of 
tax payments per year; and the company’s total tax 
liability as a percentage of commercial profits. 

With the current global economic turmoil, economies 
around the world will be finding that tax revenues 
are coming under pressure. This will cause them to 
examine the effectiveness of their tax systems – not 
just the rates that they charge but the way the systems 
work. The aim of the World Bank – IFC Doing Business 
project is to provide an objective basis for improving 
the regulatory environment for business, informing the 
analysis of regulatory burden and providing insight 
for reformers. In this spirit, the Paying Taxes study 
explores the findings embodied in the ‘paying taxes’ 
indicator and illustrates both successful reforms and 
reform challenges. Whilst there are almost as many 
ways of levying taxes as there are economies in this 
study, there is a common message of efficiency, which 
pays benefits to all sides.

This publication brings together the latest findings 
and analysis on the ‘paying taxes’ indicator from 
this years Doing Business report in Chapter 1, with 
perspectives from PricewaterhouseCoopers on the 
data in Chapter 2. 

For the first time this year, we include some analysis 
and discussion of data which, whilst collected as 
part of the study, does not form part of the rankings 
(in Sections 2 and 3 of Chapter 2). This additional 
non‑indicator data has allowed us to look at other 
aspects of tax systems across the world, and has 
added insights and understanding to our analysis.

In last year’s publication, we included a significant 
amount of detail on the methodology used to produce 
the data, and more transparency on the case study 
company and the underlying assumptions. This is 
included again this year in Appendix 2.

This year we have also included, throughout the 
report, examples of how many different economies 
have made use of the data. These provide insight 
into the discussions which the Paying Taxes 
study has generated with government and other 
interested parties. 

We hope that the results of the study are interesting 
and, as in previous years, we welcome feedback 
and comments.

Penelope Brook
Director of the Global Indicators and Analysis Group
World Bank Group

Susan Symons
Tax partner
PricewaterhouseCoopers LLP, UK
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Executive summary 
and key findings

The World Bank – IFC Doing Business project includes a measure of the 
ease of paying taxes for small to medium sized domestic companies in 
181 economies around the world.

The Doing Business ‘paying taxes’ indicator is based on a case study 
company and assesses taxes from this company’s perspective using 
three indicators:

•	 The	Total	Tax	Rate	(the	cost	of	all	taxes	borne	by	the	company)
•	 The	time	taken	to	comply	with	the	major	taxes
•	 The	number	of	tax	payments	for	the	major	taxes

The data on all three sub‑indicators, the rankings by economy 
for these sub indicators and the overall rankings are included in 
Appendix 1. Further details on all the underlying data are available at 
www.doingbusiness.org/exploretopics/payingtaxes

The case study company is a flower pot manufacturer and retailer. This 
company has been selected as it is a business that can be identified 
with worldwide; a standard fact pattern is given so that the tax indicators 
generated can be compared across many diverse economies without 
being significantly distorted by industry specific incentives and reliefs. 
The business is a simple domestic one so that the focus of the results is 
purely on the local tax system.

The year the study covers 181 economies around the world (up from 178 
last year).

In last year’s publication we focused on explaining the methodology and 
understanding the results. These are given this year in Appendix 2.

This year’s report combines a summary of the findings on the ‘paying 
taxes’ indicator (from the recent Doing Business 2009 report prepared 
by the World Bank – IFC), and commentary based on the experience of 
PricewaterhouseCoopers’ firms around the world. These commentaries 
focus on some of the issues highlighted by the results and on how the 
findings are being used by governments in all parts of the world.

Executive summary

6
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Executive summary and key findings

We also show some additional data, collected as 
part of the study, which is not used in calculating 
the indicators, but which nevertheless provides 
useful insights into tax systems. We would welcome 
views and input on the use of this data from users of 
this report.

Paying Taxes provides a comparison of the world’s 
tax systems from the point of view of the case study 
company. The aim is to provide insights and data, 
which will assist the process of tax reform and to 
gain a more in‑depth understanding of the results. 
It is important to look beyond the rankings to the 
underlying data.

An understandable challenge from users of 
previous Doing Business ‘paying taxes’ indicator 
reports is ‘What makes a good tax system?’ 
PricewaterhouseCoopers offers some suggestions in 
Chapter 2, Section 4, and would welcome comments 
and feedback.

Key findings of the study
From the indicator data:

•	 	Economies	that	rank	highly	on	the	ease	of	paying	
taxes tend to have lower and less complex taxes 
with simple administrative processes for paying 
taxes and filing tax returns.

•	 	The	most	frequent	reforms	implemented	are	the	
reduction of corporate income tax rates and 
electronic filing. Tax reform is not just about the 
introduction of tax rates; administrative aspects are 
almost equally important. 

•	 	As	in	previous	years,	the	Doing Business analysis 
confirms that corporate income tax is only one of 
many taxes that business has to bear. It accounts 
for only 13 percent of payments, 26 percent of 
compliance time and 37 percent of the Total Tax 
Rate	(TTR)	as	such,	any	reform	agenda	needs	to	
look beyond corporate income tax.

•	 	Companies	make	an	important	tax	contribution	as	
employers. For the purpose of the Paying Taxes 
data, social security contributions and labour 
taxes are included, as these can add significantly 
to the cost and compliance burden for business. 
Governments need to make it easy to comply with 
these taxes and contributions.

•	 	It	is	often	assumed	that	consumption	taxes,	and	in	
particular sales taxes, are simply taxes collected on 
behalf of government and therefore have a minimal 
impact on business. However, some sales taxes 
can be a tax borne, and all sales and consumption 
taxes have a significant impact on the number of 
hours it takes to comply and the number of tax 
payments made. Therefore these taxes also need to 
be efficient.

•	 	Beyond	the	aspects	captured	directly	in	the	Doing 
Business ‘paying taxes’ indicator, the non‑indicator 
data identifies additional aspects of tax systems 
to consider. The number of levels of tax authority, 
the number of separate authorities, ambiguity in 
tax legislation and the way in which companies 
are selected for tax audit are examples. They may 
warrant further research.

•	 	Transparency	around	the	taxes	collected	by	
government and the government’s broader fiscal 
strategy can assist with securing the trust of 
business. It is interesting to note that 14 percent 
of contributors reported that such information is 
not publicly available.

•	 	In	addition	to	being	a	way	of	raising	revenues	
for necessary public expenditures, tax systems 
continue to be used by governments to influence 
the behaviour of individuals and businesses. Around 
40 percent of contributors to the Paying Taxes 
data indicated that their economies have Small 
and	Medium	sized	Enterprise	(SME)	and	Research	
and	Development	(R&D)	incentives	included	within	
their tax systems. PricewaterhouseCoopers sees 
environmental taxes as having the potential to be 
used to change behaviours. Further research is 
required to assess the extent of these taxes and 
their effectiveness.



For Kah, the owner of a Cameroon‑based management consulting 
business, having a simple tax system, with standardised rates and 
payment channels, is fundamental to the ease of doing business. Yet in 
Cameroon, which ranks among the most difficult economies in which to 
pay taxes, complying with tax regulations takes more than 1,000 hours 
and 41 tax payments a year.1

To file a tax return for her company, Kah often spends hours waiting in 
the tax office for information from tax inspectors. Because she refuses 
to pay extra, she regularly endures long, costly court procedures. And 
because the tax system lacks transparency, results are often arbitrary. 
Kah feels that tax officers see her as an easy target. She is not the only 
one. A recent study in Uganda shows that enterprises headed by women 
perceive a greater regulatory burden – and more harassment from public 
officials – than those headed by men.2 

Taxes are essential. Without them there would be no funds for the basic 
public services vital to a well‑functioning economy and an inclusive 
society. Yet firms in 90 percent of the economies covered by the World 
Bank Enterprise Surveys rank tax rates and tax administration among the 
top five obstacles to doing business.3 Businesses prefer lower tax rates 
that are applied in a straightforward way. Or, if rates are high, businesses 
want good services in return. 

Where taxes are high and commensurate gains seem low, many 
businesses simply choose to stay informal. A recent study found 
that higher tax rates are associated with less private investment, 
fewer formal businesses per capita and lower rates of business entry. 
The analysis suggests, for example, that a 10 percent increase in the 
effective corporate tax rate reduces the investment‑to‑GDP ratio by 
2 percentage points.4 

Economies that rank high on the ease of paying taxes tend to have lower 
and less complex business taxes (Figure 1.1 opposite). They also have 
simple administrative processes for paying the taxes and filing tax returns. 
For businesses, it’s not just the tax rates that matter. The administrative 
processes do too. 

1 This example is from the World Bank’s Doing Business: Women in Africa (2008a), a collection of 
case studies of African entrepreneurs.

2 Ellis, Amanda, Claire Manuel and Mark Blackden. 2006. Gender and Economic Growth in Uganda: 
Unleashing the Power of Women. Directions in Development series. Washington, DC: World Bank.

3 World Bank Enterprise Surveys (http://www.enterprisesurveys.org).
4	 Djankov,	Simeon,	Tim	Ganser,	Caralee	McLiesh,	Rita	Ramalho	and	Andrei	Shleifer.	2008.	The	Effect	

of	Corporate	Taxes	on	Investment	and	Entrepreneurship.	NBER	Working	Paper	13756.	Cambridge,	
MA:		National	Bureau	of	Economic	Research.

Paying Taxes: Findings of 
the World Bank – IFC Doing 
Business 2009 report

Chapter

1
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Fast and efficient administration means less 
hassle for businesses – and often higher revenue 
for governments. In Mauritius in 2007/08, the 
government collected 4 billion Mauritian rupees ($150 
million) more in revenue than had been projected. 
Reforming	the	tax	system	was	a	key	part	of	the	
government’s agenda over the past three years. 
The focus: creating an enabling environment for 
businesses through low and simple taxes coupled 
with fast and efficient administration. The strategy 
paid off.

Who reformed in 2007/2008?

Thirty‑six economies made it easier to pay taxes 
in 2007/08. As in previous years, the most popular 
reform feature was reducing the profit tax rate, which 
happened in no fewer than 21 economies. The second 
most popular was introducing and improving electronic 
filing and payment systems. This reform, carried out 

in 12 economies, reduced the frequency of payments 
and the time spent paying taxes and filing returns. 
Eight economies reduced the number of taxes paid 
by businesses by eliminating smaller taxes such as 
stamp duties. The top 10 reformers for paying taxes 
this year reduced the number of payments by almost 
half. Bosnia and Herzegovina, Bulgaria, Morocco, 
Mozambique and Zambia revised their tax codes 
(Figure 1.2).

Two economies introduced new taxes: Botswana and 
Venezuela. That increases not only the costs but also 
the administrative burden for businesses. 

The	Dominican	Republic,	was	the	top	reformer	in	
2007/08. It lowered the corporate income tax from 
30 percent to 25 percent, abolished several taxes 
(including the stamp duty) and reduced the property 
transfer tax. In addition, in 2007, it fully implemented 
online filing and payment, piloted in 2006. 

Paying Taxes: 
Findings of the World Bank – IFC Doing Business 2009 report

Figure 1.1
Where is it easy to pay taxes – and where is it not?

Easiest Rank Most difficult Rank

Maldives 1 Panama 172

Qatar 2 Jamaica 173

Hong Kong, China 3 Mauritania 174

United Arab Emirates 4 Gambia, The 175

Singapore 5 Bolivia 176

Ireland 6 Venezuela 177

Saudi Arabia 7 Central	African	Republic 178

Oman 8 Congo,	Rep. 179

Kuwait 9 Ukraine 180

Kiribati 10 Belarus 181

Note:	Rankings	are	the	average	of	the	economy	rankings	on	the	number	of	
payments, time and total tax rate. See Data notes for details.

Source: Doing Business database

Figure 1.2
Reducing	tax	rates	–	the	most	common	reform	feature	
in 2007/08

Reduced	profit	tax	
rates

Albania, Antigua and Barbuda, Bosnia 
and Herzegovina, Burkina Faso, Canada, 
China,	Côte	D’lvoire,	Czech	Republic,	
Denmark,	Dominican	Republic,	Georgia,	
Germany,	Italy,	former	Yugoslav	Republic	
of Macedonia, Madagascar, Malyasia, 
Morocco, New Zealand, Samoa, St. Vincent 
and the Grenadines, Thailand

Simplified process 
of paying taxes

Azerbaijan, Belarus, China, Colombia, 
Dominican	Republic,	France,	Greece,	
Honduras, Malaysia, Mozambique, Tunisia, 
Ukraine

Eliminated taxes Belarus,	Dominican	Republic,	Georgia,	
Madagascar, Malaysia, Mexico, South 
Africa, Uruguay

Revised	tax	code Bosnia and Herzegovina, Bulgaria, Morocco, 
Mozambique, Zambia

Reduced	labour	tax	
or contribution rates

France, Mongolia, Ukraine

Source: Doing Business database
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Malaysia was the runner‑up reformer. It reduced the 
corporate income tax for 2009 to 25 percent – part of 
a gradual reduction that has seen the rate decline to 
27 percent in 2007 and 26 percent in 2008. The reform 
also introduced a single‑tier tax system, in which 
profits are taxed only after dividend payments are 
exempted. The capital gains tax was abolished in 2007 
to spur investment in the real property and financial 
market sectors. And electronic payment systems were 
improved, increasing online filing and payments. 

Among regions, Eastern Europe and Central Asia 
had the most reforms in 2007/08. Nine economies 
reformed, mainly continuing the trend of reducing the 
profit tax rate, already among the lowest in the world 
(Figure 1.3). Albania, Bosnia and Herzegovina and the 
Former	Yugoslav	Republic	of	Macedonia	all	reduced	
their profit tax to 10 percent. Georgia reduced the 
corporate income tax from 20 percent to 15 percent 
and	abolished	the	social	tax.	The	Czech	Republic	
reduced its corporate income tax rate to 21 percent. 

Azerbaijan and Ukraine made it simpler to file and pay 
taxes by introducing electronic systems and online 
payment capabilities. That significantly reduced the 
time spent preparing, filing and paying taxes in the 
region. Belarus reduced the tax and administrative 
burden on businesses by abolishing some taxes and 
reducing the frequency of payments. Bulgaria reduced 
labour taxes and contributions. 

Following closely, with seven reforms each, are the 
OECD high‑income economies and Latin America and 
the Caribbean. 

Five OECD high‑income economies reduced corporate 
income tax rates. Canada is gradually reducing the 
corporate income tax to 15 percent by 2012, as part 
of ambitious reforms in its tax system. The reforms 
also include abolishing the 1.12 percent surtax and 
introducing accelerated depreciation for buildings 

Figure 1.3 
Profit taxes lowest, but overall tax burden still high in 
Eastern	Europe	&	Central	Asia

Total tax rate (% of profit)

Source: Doing Business database
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Paying Taxes: 
Findings of the World Bank – IFC Doing Business 2009 report

(10 percent) and computers (50 percent). Also reducing 
the corporate tax rate were Denmark (from 28 percent 
to 25 percent), Germany (from 25 percent to 15 
percent), Italy (from 33 percent to 27.5 percent) and 
New Zealand (from 33 percent to 30 percent). France 
and Greece made filing and paying taxes faster by 
implementing mandatory electronic filing for labour 
taxes and contributions. 

In Latin America and the Caribbean, besides the 
reforms	in	the	Dominican	Republic,	Antigua	and	
Barbuda reduced the corporate income tax rate 
from 30 percent to 25 percent. St. Vincent and the 
Grenadines introduced a new value added tax that 
replaced several existing taxes, including the hotel 
tax, entertainment tax, consumption duty, stamp 
duty on receipts and domestic and international 
telecommunications surcharge. Uruguay abolished a 
tax on consumption. Mexico abolished its asset tax. 
Colombia and Honduras made paying taxes easier by 
implementing and improving online filing and payment 
systems. That cut the time spent filing and paying 
taxes, especially in Honduras.

In Africa six economies reformed. Three reduced 
their corporate income tax rate (Figure 1.4). Burkina 
Faso reduced its corporate income tax rate from 
35 percent to 30 percent, its dividend tax rate from 
15 percent to 12.5 percent and its property transfer 
tax rate from 10 percent to 8 percent. Côte d’Ivoire 
reduced the corporate income tax rate from 27 percent 
to 25 percent. Madagascar reduced that rate from 
30 percent to 25 percent and abolished nine taxes, 
including the stamp duty and dividend tax. In Africa, 
taxes other than the profit tax – such as stamp duties, 
property taxes and labour taxes – account for the 
largest share of the total tax rate. This is reflected in 
the large number of tax payments African businesses 
must make each year (Figure 1.5 overleaf). 

Figure 1.4
Major cuts in corporate income tax rates in 2007/08 

Region Reduction in corporate income tax 
rate (%)

OECD high income Canada from 22.1 to 19.5
Czech	Republic	from	24	to	21
Denmark from 28 to 25
Germany from 25 to 15
Italy from 33 to 27.5
New Zealand from 33 to 30

East	Asia	&	Pacific China from 33.3 to 25
Malaysia from 27 to 25
Samoa from 29 to 27
Thailand from 30 to 25

Eastern	Europe	&	
Central Asia

Albania from 20 to 10
Bosnia and Herzegovina from 30 to 10
Georgia from 20 to 15
Macedonia,	former	Yugoslav	Republic	of,	
from 12 to 10

Latin	America	&	
Caribbean

Antigua and Barbuda from 30 to 25
Dominican	Republic	from	30	to	25
St. Vincent and the Grenadines from 
40 to 37.5

Sub‑Saharan Africa Burkina Faso from 35 to 30
Côte d’lvoire from 27 to 25
Madagascar from 30 to 25

Middle	East	&	North	
Africa

Morocco from 35 to 30

Source: Doing Business database
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Mozambique eased the filing and paying of taxes by 
introducing electronic systems. It also revised its tax 
code to make necessary updates, remove ambiguities 
and strengthen tax compliance and collection. Zambia 
did the same. These changes should increase the 
effectiveness of tax administration.

In East Asia and Pacific, five economies reformed. 
Aside from Malaysia, China made notable reforms, 
reducing the corporate income tax from 33.3 percent 
to 25 percent, and unifying accounting methods and 
criteria for tax deductions and exemptions. Meanwhile, 
online filing became more prevalent. Thailand 
introduced corporate income tax exemptions for small 
companies, reduced the corporate income tax rate to 
25 percent for newly‑listed companies, and reduced 
several property taxes by sizeable rates. It also made 
online filing and payments easier. Samoa lowered its 
corporate income tax from 29 percent to 27 percent. 
Mongolia reduced social security contributions 
paid by employers from 19 percent to 11 percent of 
gross salaries. 

In the Middle East and North Africa, only two 
economies reformed. Morocco lowered the standard 
corporate tax rate from 35 percent to 30 percent. 
Tunisia made filing and paying taxes easier by 
expanding electronic options. Although companies 
have been able to file and pay taxes online since 
2005, many have been reluctant to pay their taxes 
this way. To address their concerns, while easing the 
administrative burden, Tunisian authorities introduced 
an option for filing tax returns online while paying 
the taxes in person at a tax office. This is a practical 
intermediate step toward a full online system. South 
Asia recorded no significant reforms.

Paying Taxes: 
Findings of the World Bank – IFC Doing Business 2009 report

Figure 1.5 
Most	time	in	Latin	America	&	Caribbean

Source: Doing Business database
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What are the reform trends?

Revenue	authorities	around	the	world	are	making	great	
efforts to streamline administrative processes and 
modernise payment systems. In the past four years 
Doing Business has recorded 126 reforms aimed at 
reducing tax rates or the time or cost to comply with 
tax laws.

The trend across all regions has been to lower the total 
tax rate paid by businesses. In 2004 the average total 
tax rate was 50.6 percent of commercial profits. By 
2007 it had fallen to 49.3 percent. Meanwhile, the time 
to comply with tax laws dropped by 16 hours a year 
on average. 

About 50 percent of economies have implemented 
reforms making it easier to pay taxes in the past four 
years. Among regions, Eastern Europe and Central 
Asia has had the most reforms, followed by Africa 
(Figure 1.6). South Asia has had the fewest.

Cutting Rates

Reducing	corporate	income	tax	rates	has	been	the	
most popular reform feature (Figure 1.7). More than 
60 economies have done this. Countries can increase 
tax revenue by lowering rates and persuading more 
businesses to comply with the more favourable rules.

Look	at	the	Russian	Federation’s	large	tax	cuts	in	
2001. Corporate tax rates fell from 25 percent to 24 
percent, and a simplified tax scheme lowered rates 
for small business. Yet tax revenue increased – by 
an annual average of 14 percent over the next three 
years. One study shows that the new revenue was due 
to greater compliance.5 

5	 Ivanova,	Anna,	Michael	Keen	and	Alexander	Klemm.	2005.	“The	Russian	
Flat	Tax	Reform.”	IMF	Working	Paper	5/16,	International	Monetary	Fund,	
Washington, DC. 

Figure 1.7
Top 5 reform features in paying taxes

Note: A reform may include several reform features
Source: Doing Business database

Reforms	including	feature	since	DB2006	(%)
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Figure 1.6 
A	third	of	reforms	in	Eastern	Europe	&	Central	Asia

Note: A reform is counted as one reform per reforming economy per year
Source: Doing Business database
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Going Electronic

Introducing electronic filing has been a popular 
and effective way to make it easier to pay taxes. 
Businesses can enter financial information online 
and file it with one click – with no calculations and no 
interaction with tax officials. Errors can be identified 
instantly, and returns processed quickly. In Hong 
Kong (China) businesses file an electronic corporate 
tax return and pay corporate income tax annually. 
Complying with tax requirements takes just 80 hours a 
year. Sixty economies – from Azerbaijan to Colombia 
and Lesotho – have made e‑filing possible, and the list 
is growing. 

These reforms can ease the administrative burden of 
paying taxes. But it can take time for them to make a 
real difference. In Argentina and Tunisia it took almost 
three years before smaller firms felt the impact. The 
reason is that small firms often lack the software 
needed for electronic filing and payments. Moreover, 
taxpayers often distrust online systems when it comes 
to dealing with sensitive financial information. 

Businesses in Azerbaijan are benefiting from an 
ambitious tax modernisation reform started by the 
government three years ago. Electronic payment and 
filing systems have been in place since March 2007. 
The goal is to have 100 percent online filing. Tax 
authorities have been actively promoting online filing 
among businesses paying value added tax. The efforts 
have had results: 95 percent of these businesses 
are using the service, completing more than 200,000 
online transactions in the first three months of 2008 
alone, and saving, on average, 577 hours a year. 
Online filing is also available for corporate income tax. 

Figure 1.8 
Who makes paying taxes easy – and who does not? 

Payments (number per year)

Fewest Most

Maldives 1 Côte d’lvoire 66

Qatar 1 Serbia 66

Sweden 2 Venezuela 70

Hong Kong, China 4 Jamaica 72

Norway 4 Kyrgyz	Republic 75

Singapore 5 Montenegro 89

Kiribati 7 Ukraine 99

Latvia 7 Uzbekistan 106

Mauritius 7 Belarus 112

Afghanistan 8 Romania 113

Time (hours per year)

Fastest Slowest

Maldives 0 Ukraine 848

United Arab Emirates 12 Venezuela 864

Bahrain 36 Czech	Republic 930

Qatar 36 Nigeria 938

Bahamas, The 58 Armenia 958

Luxembourg 59 Vietnam 1,050

St. Lucia 61 Bolivia 1,080

Oman 62 Belarus 1,188

Switzerland 63 Cameroon 1,400

New Zealand 70 Brazil 2,600

Total tax rate (% of profit)

Lowest Highest

Vanuatu 8.4 Tajikistan 85.5

Maldives 9.1 Uzbekistan 90.6

Qatar 11.3 Mauritania 98.7

United Arab Emirates 14.4 Argentina 108.1

Kuwait 14.4 Belarus 117.5

Saudi Arabia 14.5 Central	African	Republic 203.8

Bahrain 15.0 Congo,	Dem.	Rep. 229.8

Zambia 16.1 Sierra Leone 233.5

West Bank and Gaza 16.8 Burundi 278.7

Botswana 17.1 Gambia, The 292.4

Source: Doing Business database

Paying Taxes: 
Findings of the World Bank – IFC Doing Business 2009 report



Reforms	introducing	electronic	payment	and	filing	
systems often need to provide public education 
and training. Azerbaijan provided free software to 
taxpayers six months before implementing its new 
system, giving them time to become familiar with it. 
Distributing the tax software early paid off in more 
than one way: users also suggested improvements 
simplifying the design of the software’s interface.

To make the new online system more effective, 
Azerbaijan’s government also introduced advanced 
accounting software to help in computing tax 
payments. This has especially benefited medium‑sized 
companies, which make up a sizeable share of 
the users. For smaller enterprises, more likely to 
lack access to the internet, the Ministry of Taxes is 
installing computer stations around the country that 
are linked to the central database.

Kenyan and Mozambican taxpayers too are enjoying 
the benefits of electronic tax systems. Companies in 
Kenya can complete and submit social security forms 
online. Complying with labour tax obligations used 
to take them 72 hours a year; now it takes about 20 
percent less time. Their Mozambican counterparts can 
complete social security forms electronically and are 
looking forward to being able to submit them online, 
which will further simplify the task. 

15Paying Taxes 2009
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Introduction 

Business knows that it has to pay taxes – that it needs to make a fair 
contribution to the public finances and therefore to the prosperity of the 
country in which it operates. What that fair contribution is, and how it 
is to be collected, is clearly a big issue and one on which the business 
community is invariably keen to have a constructive dialogue with the 
tax authorities and government policy‑makers. It is also important 
that governments make decisions about taxes on business as part of 
a broader tax and fiscal strategy. The Doing Business ‘paying taxes’ 
indicators focus on part of the puzzle.

Tax policy issues are becoming ever more challenging. There are 
pressures on tax authorities to raise revenues, to fund social expenditure, 
but also to ensure their tax system fosters business investment. Business 
– and life generally – is becoming more complicated, with the potential for 
tax legislation to become more complex and the administrative obligations 
more onerous. It is perhaps not surprising therefore that in a recent 
PricewaterhouseCoopers survey, Chief Executive Officers (CEOs) from 
large companies around the world rank taxation, along with labour laws, 
as the areas they would most like to see their governments improve.1 

The Doing Business ‘paying taxes’ data is proving to be a useful tool for 
stimulating debate and discussion between business and governments 
on the tax systems – how they operate and their impact. Throughout this 
chapter are some examples of the discussions that have taken place and 
the reforms that are actively being considered by governments. 

This year’s Doing Business report again involved gathering data from 
contributors in each of the economies on the tax affairs of a case study 
company. This year the study covered 181 economies (three more 
than last year). Contributors review the financial statements and a list 
of transactions of a standard modest sized case study company and 
generate information to calculate three indicators related to the ease of 
paying taxes. These are:

the number of tax payments;•	

the time taken to comply with the company’s tax affairs; and•	

the	Total	Tax	Rate.	•	

1	 11th	Annual	Global	CEO	Survey	–	Compete	&	Collaborate:	What	is	success	in	a	connected	world?	
published by PwC in 2008.

The key indicators2
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These are equally weighted to produce an overall 
ranking for each economy for the ease of paying 
taxes. These rankings are included in Appendix 1. 
The rankings of each of the individual indicators are 
also disclosed. 

The detailed methodology and assumptions used are 
set out in Appendix 2. It is worth remembering here 
that for the total tax cost indicator, the Doing Business 
project	calculates	a	Total	Tax	Rate	(TTR)	using	the	
principles of the PricewaterhouseCoopers’ Total Tax 
Contribution methodology, which is a measure of the 
cost of all taxes borne by the company, including 
labour taxes or contributions borne by the employer, 
as well as corporate income tax. Taxes collected for 
government, but not borne by the company, do not 
impact	the	TTR.	This	is	the	case	for	most	consumption	
taxes (including sales taxes and VAT2) and taxes and 
contributions deducted from employees’ salaries, 
although some consumption taxes, such as cascading 
sales taxes, can be a tax borne, as mentioned on 
page 37. Even though taxes collected do not impact 
the	TTR,	they	are	an	important	part	of	the	company’s	
administrative obligations. They do therefore impact 
the number of payments indicator and the number of 
hours to comply.

What follows in this section is some commentary 
on some of the key issues highlighted by the Paying 
Taxes data. We look at corporate income tax and 
the fact that it is only one of many taxes paid by the 
case study company. We also consider the impact 
of both labour taxes and contributions, and sales 
and consumption taxes on the cost and compliance 
burden for the case study company. 

In Section 2, we take a look at some additional data 
that has been collected by the Paying Taxes team 
of the Doing Business project. This is not used in 

2 In general in this report VAT is used as a shorthand to refer to the similar 
consumption taxes such as value added tax and goods and services 
tax (GST).

the calculation of the indicators but does provide 
some useful further insights to the impact of tax 
systems. This additional non‑indicator data was 
not mandatory and therefore has not been supplied 
by all contributors. This data tends to be more 
subjective as it deals with perceptions of the tax 
system by those contributing to the Doing Business 
report. Assuming readers of this report find this 
information useful, it is something we will return to 
in future years.

1. The role of corporate income tax 

Corporate income tax is a common tax. Only eight 
economies out of the 181 in the study do not have a 
corporate income tax regime. However as in previous 
years, it is also vital to recognise that corporate 
income tax is only part of the tax burden placed 
on business. 

Figure 2.1 overleaf shows that taking an average of 
all the economies in the study, corporate income tax 
accounts for only 13 percent of the tax payments 
made by the case study company, 26 percent of the 
compliance	time	and	37	percent	of	the	TTR.	This	
result has hardly moved from last year (12 percent, 
26 percent and 37 percent respectively).

In addition to the findings on the three indicators there 
is some further non‑indicator data we can look at to 
illustrate this point.

Corporate income tax – only one of a number 
of taxes

The message that corporate income tax is only one of 
many taxes can also be simply illustrated by looking 
at the number of taxes that the case study company 
is required to comply with (both those it collects on 

A PricewaterhouseCoopers commentary on the results
The key indicators
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behalf of government and those which are borne by 
the company). Figure 2.2 shows that on average 
across all 181 economies the case study company 
has to comply with nine different taxes. In addition to 
corporate income tax, there are other taxes on profits, 
taxes on capital gains, labour taxes and contributions, 
taxes on property, sales and consumption taxes 
and other taxes which the company either bears or 
collects. Examples of taxes classed as ‘other’ in the 
survey are fuel tax, advertising tax and insurance tax.

Figure 2.3 shows the average number of taxes for the 
case study company by region ranging from just over 
eight on average in the ASEAN economies3 to 12 on 
average	in	the	BRIC	economies4. Figure 2.3 shows 
clearly that taxes on profit are only part of the picture. 

Within regions there can be a wide range in the 
number of taxes that governments levy on the case 
study company. In the European Union for example 
the number of taxes ranges from five in Sweden to 
16 in Austria. 

The case study company in Sweden needs to comply 
with only five taxes, being: corporate income tax on 
profits and capital gains; one labour tax; one property 
tax; VAT and fuel tax. The policy of having one main 
tax per base (profits, capital, labour and transactions) 
is considered to be good practice by the World 
Bank5 as it reduces the administrative burden for the 
taxpayer and the tax authority. 

In contrast the case, study company faces 16 different 
taxes in Austria. Austria has a profits tax and five 

3 The Association of South East Asian Nations comprises Indonesia, 
Malaysia, The Philippines, Singapore, Thailand, Brunei, Vietnam, Lao 
PDR,	Burma	and	Cambodia.	Burma	(Myanmar)	does	not	take	part	in	the	
Paying Taxes study.

4	 BRIC	is	used	to	refer	to	the	economies	of	Brazil,	Russia,	India	
and China.

5 World Bank Doing Business 2008.

A PricewaterhouseCoopers commentary on the results
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Figure 2.1 
Corporate income tax is only part of the burden 
of taxes

Note: The chart shows the average result for all economies in the study
Source: Doing Business database
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Figure 2.2 
Corporate income tax – is only one of a number of 
taxes borne and collected

Note: The chart shows the average number of taxes for each category of tax for 
all economies in the study
Source: Doing Business non‑indicator data
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labour taxes, being a Family Allowance Contribution 
(4.5 percent of wages), pension contributions from 
the employer (1.53 percent of wages), social security 
contributions (c.21 percent of gross salaries), 
municipal employees tax (3 percent of gross wages) 
and a contribution to the chamber of commerce of 0.4 
percent of wages. The case study company also bears 
a property tax and nine other taxes including VAT and 
a number of other consumption and environmental 
taxes. This is illustrated in Figure 2.4. 

A PricewaterhouseCoopers commentary on the results
The key indicators

Total Tax Contribution studies

In addition to the work undertaken on the Paying 
Taxes chapter of the Doing Business report, 
PricewaterhouseCoopers also undertakes 
empirical studies. It is interesting to look at some 
of the comparisons. Our work in the UK with the 
Hundred Group of finance directors1 shows that 
on average large companies bear nine UK taxes 
and collect four more. The figure is seven UK taxes 
borne for the case study company but only two 
taxes collected. In Canada however, in our work 
with the Canadian Council of Chief Executives2 
the average was 14 different taxes borne and six 
collected . The case study company bears 10 taxes 
and collects two taxes in Canada. This differential 
may arise from a business landscape, which for 
larger companies is more complex. The case study 
company operates in a sole location whilst larger 
companies will often operate in more than one 
province. Their results reflect a lack of uniformity of 
the rules of many provincial and municipal taxes. 
We look further at the issue of different levels of 
taxation in Section 2.

1 Total Tax Contribution  PricewaterhouseCoopers LLP 2007 survey 
for The Hundred Group.

2 Total Tax Contribution Canada’s tax regime: complexity and 
competitiveness.

Figure 2.3 
Average number of taxes to comply with, by region
Number of taxes

Note: The chart shows the average result for the economies in each region
Source: Doing Business database
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A PricewaterhouseCoopers commentary on the results
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The number of taxes in Austria also determines the 
number of payments made. In addition to one payment 
each for corporate income tax and VAT, there are four 
for labour taxes (the family allowance contribution is 
paid with another labour tax) and 16 for other taxes, 
making 22 tax payments in total. 

The large number of taxes in Austria does not however 
lead to a large number of hours to comply with the tax 
system. The five different labour taxes only take the 
case study company 55 hours to comply with. The fact 
that the labour taxes are all calculated using the same 
base (gross wages) probably helps here. 

Corporate income tax only part of the tax cost

The total tax cost is one of the three indicators which 
the Paying Taxes study measures in order to assess 
the ease of paying taxes in an economy. 

To measure tax cost, the methodology calculates the 
Total	Tax	Rate	for	the	case	study	company,	in	line	with	
the PwC Total Tax Contribution methodology. This 
adds up all taxes and mandatory contributions borne 
by the case study company and expresses the total 
as a percentage of commercial profits6. It is important 
to have a measure of the tax cost included in this 
analysis, as both tax rates and tax administration 
are issues for business. The data gathered by the 
World Bank in its Enterprise Surveys7 cover business 
perceptions and many indicators on the quality of 
the business environment. The Enterprise Surveys 
collect information about the business environment, 
how it is perceived by individual firms, how it changes 
over time, and about the various constraints to firms’ 
performance and growth. Some of these indicators 
look at the tax environment and conclude that for 
those surveyed, tax rates or tax administration are 
among the top five constraints to doing business.

The Paying Taxes data measures the impact of tax 
systems from the point of view of companies. The 
results clearly show that in looking at the cost of 
taxes for the case study company, it is important 
to include all the taxes that it bears and not just 
corporate income tax. Figure 2.1 on page 18 shows 
that on average for all economies corporate income 
tax	represents	only	37	percent	of	TTR.	Therefore,	in	
considering tax reform, government and business 
should be looking at and discussing much more than 
just corporate income tax. 

Figure 2.5	compares	the	average	TTR	by	region	and	
shows how corporate income tax and other taxes 
borne contribute to this result.

6 ‘Taxes borne’ in the PwC methodology means those taxes that affect 
the results of the company, as opposed to the taxes collected where 
the company acts as tax collector for the government. A more detailed 
explanation of the methodology including commercial profits is included 
in Appendix 2.

7 World Bank Enterprise Surveys (http://www.enterprisesurveys.org).

Figure 2.5 
Comparison	of	Total	Tax	Rates	by	region

Note: The chart shows the average result for the economies in each region
Source: Doing Business database
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A PricewaterhouseCoopers commentary on the results
The key indicators

In last years publication, Paying Taxes 2008, Mexico 
was ranked 155 out of 178 economies in the category 
of	“Time	to	comply	(hours	per	year)”.	This	was	of	great	
concern to the Mexican tax authorities.

In Mexico, income tax and value added tax are 
collected and administered by the Tax Administration 
Service	(“SAT”),	while	social	contributions	are	
collected and administered by two other separate 
administrations (i.e., the Mexican Institutes of Social 
Security and Housing Fund) and state taxes are 
collected and administered by the State Treasury 
where the taxpayer resides.

Since 2002, Mexico has been trying to improve its 
tax system, looking at the revenues collected and the 
number of taxpayers enrolled. In 2002, the monthly 
cash flow basis was first introduced for value added 
tax in Mexico, with the objective of keeping VAT 
simple. However, these changes resulted in additional 
administrative and infrastructure burden, as the new 
VAT cash flow basis coexists with the accrual basis 
system for income tax.

In 2005, the deductibility of acquisitions of inventory 
was substituted by the deduction of the cost of goods 
sold for income tax purposes, and thin capitalisation 
rules were introduced. This gave rise to a considerable 
amount of additional time required in the year 
of change.

As from 2007, the annual information return on 
transactions carried out with clients and suppliers was 
substituted with a monthly VAT information return. This 
was helpful in avoiding tax evasion, but increased the 
time to comply.

In 2008, there has been a repeal of the asset tax 
and	the	introduction	of	a	new	flat	tax	(“IETU”).	
These measures were aimed at augmenting revenue 
collection by increasing taxpayer enrolment, rather 
than being focused on compliance efficiency. So 
although these are important corporate tax reforms 
they are not expected to affect the Paying Taxes 
ranking for Mexico as they do not affect the specific 
situation of the case study company. 

With the availability of the information generated by 
Paying Taxes, the SAT has been able to focus on 
the heavy amount of time required for a standard 
sized taxpayer to comply with income tax and value 
added tax. The SAT has been very active in seeking 
to understand and address the issues with a view 
to improving Mexico’s position. The SAT has begun 
a process of analysing and evaluating opportunity 
areas to achieve the goal of improving the time taken 
to comply. Initial research has been undertaken with 
certain types of taxpayers to identify opportunities 
for improvement. PricewaterhouseCoopers is in the 
process of providing some specific ideas that may help 
achieve the higher efficiency goal.

Additionally, the SAT and PricewaterhouseCoopers 
Mexico are gathering specific feedback from countries 
which are perceived to have more efficient compliance 
systems, using the PricewaterhouseCoopers global 
network. The UK (ranked 22 in the 2008 study), 
Australia (ranked 23), Ireland (ranked 9), New Zealand 
(ranked 7) and Singapore (ranked 3) , are the countries 
which have been asked to help by analysing in more 
detail the time taken in their respective countries and 
to then compare their results with Mexico, so that 
possible changes to improve Mexico’s time to comply 
can be identified.

Mexico – using Paying Taxes to benchmark against other countries

Carlos Montemayor – PricewaterhouseCoopers, S.C.
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Since its initial launch in India, Paying Taxes has 
come to be widely recognised by experts as an 
authoritative and independent statistical measure 
which helps document under an objective standard the 
aggregate tax burden on corporate India. The Paying 
Taxes data is keenly followed by the media and the 
tax administrators alike. The Government interest 
in the indicator can be evidenced from the fact that 
the revenue authorities have established an active 
dialogue with the Paying Taxes team to understand 
the methodology and also gain suggestions which 
may help improve India’s compliance indicators on the 
survey. In this context the Government of India has set 
up an expert group under the Central Board of Direct 
Taxes, which, with the help of external consultants, 
has the mandate to devise a long term road map for 
administrative and compliance improvements in the 
tax collection machinery.

Some of the recent initiatives of the revenue authorities 
in the direction of tax reform parameters measured by 
the study include measures to reduce the processing 
time and improve service levels through mandatory 
electronic filing of corporate tax returns, and electronic 
payment of taxes. Further, services like the issuing of 
tax identification numbers, checking tax credit online, 
and the collation of withholding tax returns, have been 
outsourced to external agencies. 

An important milestone for the Paying Taxes study 
has been its ability to capture the impact of the 
cascading effect of state levies in the form of 
indirect taxes on total taxes expressed in relation to 
corporate profits.

On the indirect tax front the Government is targeting 
2010 as the year to introduce a uniform ‘Goods and 
Services tax’ in India. Last year the Government 
successfully implemented a common system of State 
VAT by arriving at a consensus among individual states 
through a consultative process. The new VAT system is 
aimed at removing the cascading effect of local taxes 
and also ensuring a uniform price of commodities 
across states. The central excise and customs duties 
have also been reduced to levels which lead to better 
compliance and an increased tax base. 

Stamp Duties are another area that needs to be 
addressed. Currently, different states have different 
schedules of stamp duty. This can, in some cases, 
range upwards of 5 percent of transaction value. It 
is hoped that the Paying Taxes data will help focus 
regulatory attention on achieving better uniformity of 
rates and easier transaction processes across states 
for stamp duty levy. 

It is therefore hoped that the compliance and fiscal 
policy improvements, stimulated by Paying Taxes will 
lead	to	steady	improvement	in	the	Indian	TTR	and	will	
subsequently improve the Paying Taxes ranking. 

PricewaterhouseCoopers in India is also running 
a Total Tax Contribution (TTC) survey of larger 
business. The results of this survey will be available 
in November/December 2008. This will provide real 
data on the taxes borne and collected by business. 
It will be interesting to compare the results of this 
survey with those of Paying Taxes and also with 
the results of similar TTC surveys undertaken by 
PricewaterhouseCoopers in other countries.

India – an authoritative and independent statistical measure of taxes 

Rahul Garg – PricewaterhouseCoopers Private Limited
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As can be seen in Figure 2.5, on page 20, the 
proportion	of	TTR	made	up	by	corporate	income	tax	
varies from region to region, but it is clear that in the 
EU it is on average a low proportion of a country’s 
TTR.	Figure 2.6 shows the position in France.

Effective rates of current corporate income tax 

As noted in Chapter 1, reducing the statutory rate 
of corporate income tax has been the most popular 
government tax reform in the period. However in 
most of the economies, the case study company 
does not pay corporate income tax at the statutory 
rate on its profit before tax, since the tax rules require 
adjustments to be made to this in order to calculate 
taxable profits. A common example is to substitute tax 
depreciation for commercial amortisation of assets. 

The effective rate of current corporate income tax can 
be defined as the actual rate of corporate income tax 
paid as a percentage of profit before tax (see Appendix 
2 for an explanation of the calculation). Figure 2.7 
compares this effective rate with the statutory rate 
of	corporate	income	tax	for	the	G8	and	BRIC	(Brazil,	
Russia,	India	and	China)	economies,	and	shows	that	
the two are often not the same. 

The key point to recognise is that it is not simply the 
statutory rate of corporate income tax that is important 
here, but also the effective tax rate for current 
corporate income tax, taking into account all the 
additions and deductions to profit before tax that tax 
rules may require. 

The time spent on corporate income tax

Figure 2.1, on page 18, shows that on average across 
all 181 economies the case study company spends 
26 percent of total tax compliance time on corporate 
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Figure 2.7 
Effective rate of current corporation tax vs statutory 
rate	for	G8	and	BRIC	countries

Source: Doing Business database
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income tax, the smallest percentage when compared 
to labour taxes (38 percent) and consumption taxes 
(36 percent).

There is however, a wide range of results to consider 
as regards the time spent. In ten economies around 
the world, it takes the case study company over 
200 hours to comply with the corporate income tax 
system. In Belarus it takes 960 hours – the highest for 
any economy in the study. Brazil follows with 736. 

The Doing Business team asks contributors to 
estimate the hours to comply between ‘Preparation’, 
‘File’ and ‘Pay’. There is inevitably some subjectivity 
in the compilation of the data as what is being 
measured relates to a case study company, not 
a real situation. Considerable effort has gone into 
checking and confirming that the methods used 

are broadly consistent and as robust as possible 
so valid conclusions can be drawn – though total 
reliance should not be placed on the precise 
figures quoted.

Figure 2.8 shows this split for those economies where 
compliance takes over 200 hours. Preparation time is 
the dominant feature. A more detailed analysis of the 
data supplied for Belarus is shown in Figure 2.9, on 
page 25.

This shows that it takes 600 hours to prepare the 
corporate income tax computation in Belarus: 150 
hours are spent on gathering data and analysis; 
300 hours are spent on the actual calculations and 
data input; and another 150 to prepare and maintain 
the mandatory tax records that are required for 
tax purposes.

Figure 2.8 
Hours to comply with corporate income tax

Number of hours

Note: No breakdown of hours to comply is available for Cameroon, Timor‑Leste 
or Bhutan
Source: Doing Business database
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Use of the Paying Taxes data

In their research on “The effect of corporate taxes 
on	investment	and	entrepreneurship”1 Andrei 
Shleifer of Harvard University and co‑authors 
have used the data generated by the Paying 
Taxes indicators in conjunction with data collected 
from national statistical offices, to present some 
results which show the relationships between 
corporate income taxes, investment, and 
entrepreneurship. The paper broadly concludes 
that effective corporate income tax rates have 
a large and significant effect on corporate 
investment and entrepreneurship. Higher effective 
corporate income tax rates are associated with 
a larger informal sector, greater reliance on 
debt as opposed to equity finance and slower 
economic growth. 

1	 “The	effect	of	corporate	taxes	on	investment	and	entrepreneurship”	
Simeon	Djankov,	Tim	Ganser,	Caralee	McLiesh,	Rita	Ramalho,	
Andrei Shleifer (2008).
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The need to understand why corporate income tax 
compliance is much more time consuming in some 
economies than in others has prompted a number 
of constructive discussions with tax authorities. 
A good example is Mexico. Here, the number of 
hours (143) vastly exceeds those in the countries 
that the Mexican authorities see as a helpful ‘peer 
group’, including: Australia (35), Singapore (34), 
and the UK (35). PricewaterhouseCoopers Mexico 
has embarked on an exercise with the Mexican 
tax authorities to identify the reasons for the 
differences and to consider the implementation of 
best practices.

In some economies such as Nigeria, even paying the 
corporate income tax is onerous. Out of a total of 
398 hours for corporate income tax compliance 100 
is required for paying taxes; 40 for calculating the tax 
payments; 30 for calculating instalment payments; 
and 30 to actually make the payment itself. This has 
prompted a review of the payment mechanisms for 
all taxes in Nigeria. Changes have been made to 
enable companies to pay all of their taxes in one 
location rather than to different tax offices for different 
taxes. PricewaterhouseCoopers Nigeria comments 
on the issues addressed in Nigeria on page 52 of 
this publication.

Mandatory tax books 

The breakdown of the preparation time for Belarus 
identifies the preparation and maintenance of 
mandatory tax records required for corporate income 
tax as contributing an additional 150 hours to the total 
required. This sort of requirement naturally means that 
the compliance hours will be more onerous than in 
economies where tax calculations are drawn from the 
general accounting records and separate tax books 
are not required such as Australia.

Figure 2.9  
Belarus and Australia – Analysis of hours to comply 
with corporate income tax

Preparation Hours 
per year

Hours 
per year

Belarus Australia

Data gathering from internal sources (for 
example accounting records)

100 5

Additional analysis of accounting information 
to highlight tax sensitive items

50 10

Actual calculation of tax liability including data 
inputting into software/spreadsheets or hard 
copy records

300 10

Preparation and maintenance of mandatory 
tax records if required

150 1

Total 600 26

Filing

Completion of tax return forms 200 5

Time spent submitting forms to tax authority, 
which may include time for electronic filing, 
waiting time at tax authority office etc

40 1

Total 240 6

Paying taxes

Calculations of tax payments required 
including, if necessary, extraction of data 
from accounting records, and time spent 
maintaining and updating accounting systems 
for changes in tax rates and rules.

100 1

Analysis of forecast data and associated 
calculations if advance payments are required

 – 3

Time to make the necessary tax payments, 
either online or at the tax authority office 
(include time for waiting in line and travel if 
necessary)

20 1

Total 120 5

Grand Total 960 37

Source: Doing Business database
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This year contributors were asked to identify 
whether there is a requirement to keep mandatory 
tax accounting records in their country. Of the 157 
economies for which data was provided 34 percent 
require separate records.

2. The impact of employment taxes

The question is often asked whether tax payments 
relating to wages and salaries should really rank as 
taxes. Should they be included within the Paying 
Taxes measurements? The fact that they are often 
handled by government authorities other than 
the main tax authority, and that they are typically 
governed by separate legislation, contribute 
to the challenge, together with the objection in 
principle that such levies affect the amounts of 
wages and salaries, rather than impacting the 
business as such.

Essentially, a tax can be defined as a payment made 
to government, which is:

•	 compulsory,
•	 	used	as	part	of	public	finances,	and	
•	 	provides	no	direct	return	of	value	to	the	payer.

There is more discussion of these criteria in 
Appendix 2.

Employment taxes (labour taxes and contributions) 
are therefore included in the Doing Business project 
methodology on the basis of these criteria. It should 
also not be forgotten that, for the Paying Taxes 
study, other government mandated payments, such 
as the contributions required to fund an individual’s 
superannuation fund in Australia, are also included. 
These are included whilst recognising that they are not 
strictly taxes. Further details of the methodology are 
included in Appendix 2.

The policy choice – a burden on the employer or 
the employee?

It is worth revisiting the distinction between a 
tax borne and a tax collected, in the context 
of employment taxes, the policy choice that is 
available to governments and how this is reflected in 
the data.

Employment taxes can be borne by either the 
employer or employee or both. How this division falls 
is a decision of government and the fiscal policy which 
it decides to adopt. 

To the extent that the tax is borne by the employer 
(e.g. employer social security contributions), then it 
will	be	reflected	in	the	TTR.	It	will	also	impact	on	the	
numbers of hours to comply and the number of tax 
payments to be made. 

Where the employment tax is borne by the employee 
(e.g. personal income tax), it is not a tax borne 
by the company. It may still be collected by the 
company as the employer, via a deduction at source 
mechanism. In this circumstance it will be a tax 
collected, not a tax borne, and so will not impact the 
TTR.	Taxes	collected	do	still	have	an	impact	on	the	
number of hours to comply and the number of tax 
payments required. 

It is interesting to compare how different policy 
objectives may be reflected in the Paying 
Taxes results.

Denmark is a country that is perceived to have high 
employment taxes. However, only 1 percent of the 
TTR	of	29.9	percent	in	Denmark	is	contributed	by	
labour taxes. The reason is that there are minimal 
social security taxes borne by the employer. The great 
majority of employment taxes in Denmark are borne 
by the employee. Individuals can face a tax rate of 
up to 59 percent on their net income as well as social 



27Paying Taxes 2009

A PricewaterhouseCoopers commentary on the results
The key indicators

Slovakia – Paying Taxes – a catalyst for change by comparing with others

Clare Moger and Radmila Benkova – PricewaterhouseCoopers Tax k.s.

In Slovakia, Paying Taxes is a source of information for 
many articles and benchmarks, and is often quoted in 
the Slovak media. Business professionals examine the 
results every year and compare countries, as well as 
Slovakia’s year‑on‑year position. 

The study brings to the attention of the Slovak 
government areas in which Slovakia’s tax system 
is either more, or less, favourable and efficient than 
other countries. Paying Taxes is one of the factors 
that is helping to influence changes to the tax 
system in Slovakia. 

Slovakia has undergone a significant tax reform, which 
came into effect in 2004. Among other things, this 
introduced the flat rate of 19 percent for corporate 
income tax, personal income tax and VAT, reducing the 
tax burden on businesses and individuals, and helping 
to simplify the calculation of taxes. A 10 percent 
reduced VAT rate was subsequently introduced for 
certain items. However, after the tax reform, despite 
a generally favourable tax regime, Slovakia lagged 
behind many other countries in relation to the 
administrative burden imposed on taxpayers as a 
result of the tax administration system.

Thus in March 2008, the Slovak Ministry of Finance 
published a concept for tax and customs reform, 
which aims to unify the collection of taxes, customs 
duty	and	social	security	contributions	(“the	Concept”).	
One reason for the Concept is that it takes taxpayers 
a great deal of time to deal with taxes, social security 

and health insurance payments. There are a large 
number of payments that business entities operating 
in Slovakia need to make to different institutions, and 
many of these payments have different deadlines. 
In addition, the Concept seeks to simplify the 
method of filing tax returns, and reduce the need for 
representatives of businesses to visit the tax office to 
deal with administrative issues. These changes should 
reduce the administrative burden on taxpayers, and 
provide increased efficiency for the state.

The Ministry of Finance hopes the Concept will lead to 
the establishment of an effective, taxpayer‑oriented tax 
and customs system, which will be competitive within 
the European Union. It should lead to cost savings for 
the state budget, a reduction in tax and customs duty 
evasion, a reduction in the administrative burden, and 
an increase in productivity.

At this early stage, it is difficult to estimate whether 
the actual results will meet the Ministry of Finance’s 
expectations. We hope they do, and, should the reform 
be successful, it is likely that this will have a significant 
impact on Slovakia, improving its place in the rankings 
within Paying Taxes. 
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Many taxes and a high TTR – a problem for competitiveness in Belgium?

Frank Dierckx – PricewaterhouseCoopers Tax Consultants SCCRL

This	latest	comparison	of	the	Total	Tax	Rate	in	Paying	
Taxes still shows Belgium in a low position in the 
rankings at 146 out of 181. Belgian taxes remain as 
high	as	ever	(a	TTR	of	58.1	percent),	in	spite	of	the	
efforts made to reduce the tax burden. The tax and 
social security percentage of the GDP has remained 
stable for the last 3 years at 44.2 percent suggesting 
that the objective of reducing the tax burden has not 
been attained. 

The fact that the overall tax burden has not been 
impacted by the reforms carried out (such as the 
notional interest deduction) also shows that they have 
not cost the State anything. So the contributors to 
government finances continue to invest in a thriving 
State apparatus. But are we getting value for money? 
And what is happening in other countries? How is the 
tax system elsewhere being used competitively?

Countries around the world are competing to attract 
foreign investments, and the tax system can often be 
a decisive element in the decision making process. 
Investors keep the economy moving, and assist 
with the generation of prosperity. It can start with 
the decision as to where to locate a European or 

international headquarters, but this can easily lead 
to more extensive plans for the best location for a 
business. Countries like the Netherlands, Ireland 
and Cyprus have been very successful at attracting 
investors. Belgium has taken steps in the right 
direction, but still has a long way to go. The major 
disadvantages remain the high tax rates and the 
complexity of the country’s tax rules. Belgium levies 
no fewer than 63 different taxes on companies which 
no doubt contributes to high compliance time. This 
can be seen for the Paying Taxes case study company 
where for Belgium it takes 156 hours, ranking it 52 out 
of 181 . In addition to these factors uncertainty over 
whether newly introduced tax breaks will remain in 
place is also an inhibiting factor for foreign investors. 
A certain stable tax environment is key for business.

For a second year, PricewaterhouseCoopers Belgium 
is running a Total Tax Contribution survey of larger 
businesses with the Federation of Enterprises in 
Belgium to further analyse and monitor trends and 
changes in the tax burden. The current survey also 
includes questions aimed at quantifying the cost of tax 
compliance in Belgium which is perceived to be very 
high.	Results	of	this	survey	are	expected	in	early	2009.
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security contributions comprising a labour market and 
pension contribution of 8 percent of gross salary and 
a supplementary old‑age pension contribution of DKK 
976 per annum (US$193)8. This compares with the 
position for the employer which (apart from financial 
institutions which bear a much higher salary based 
charge) only bear:

•	 	a	social	security	contribution	of	DKK1,951	(US$390)	
per employee per annum;

•	 	an	old‑age	pension	contribution	(ATP)	of	DKK976	
(US$193) per employee per annum; and 

•	 	a	work	injury	insurance	charge	of	DKK4,000	
(US$790) per employee per annum.

Belgium and Italy are others countries in the EU 
which have high employment taxes. However in these 
cases employment taxes borne by the employer are a 
contributing	factor	to	the	high	TTR.	In	Belgium,	50.4	
percent	of	the	TTR	(i.e.	of	58.1	percent)	represents	
labour taxes and in Italy the percentage is 43.2 percent 
of	the	TTR	(of	73.3	percent).	The	high	TTR	in	Italy	is	
explained in Figure 2.14, on page 32. In Belgium, 
companies have to pay regular social security 
contributions calculated on workers’ salaries as well 
as holiday contributions – both are a cost to the 
company. These two contributions are calculated on 
108 percent of employees’ gross salaries and carry tax 
rates of 40.6 percent and 10.27 percent respectively.

Figure 2.10 shows the amounts of employment 
taxes both borne by the employer and collected 
from the employee for the case study company 
in Denmark, Italy and Belgium. It illustrates 
the impact of government policy choices on 
employment taxes.

8 Exchange rate valid as at 31.12.2007.

Collected

Borne

Denmark BelgiumItaly

Figure 2.10 
Employment taxes – borne and collected

Source: Doing Business database
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The data collected for the Paying Taxes indicator 
enables us to show the results for employment 
taxes in this way. It also enables us to show the total 
amounts paid by the case study company into the 
public finances, including taxes collected. Figure 2.11 
shows the total amount paid to government by the 
case study company in Denmark, Belgium and Italy, 
in the context of amounts paid or available to other 
stakeholders. They are wages and salaries (net of 
employee taxes) paid to employees, net interest (paid 
on debt to finance the company) and profit after tax 
(split between dividends paid to shareholders and the 
amount available to reinvest).

The analysis of taxes borne and collected shows 
the different fiscal policies adopted by Belgium, 
Italy and Denmark. The charts for Italy and Belgium 
show higher levels of taxes borne (27 percent and 21 
percent respectively) by companies in these countries, 
compared to Denmark (10 percent).

Employment taxes – more than one tax?

Employment taxes come in all shapes and sizes and 
there tends to be more than one applied in each of the 
economies in this study. There are numerous examples 
of this but we will highlight one here.

Romania	applies	17	taxes	to	the	case	study	company,	
seven of which are labour taxes. The number of labour 
tax payments in the year is 84 out of a total of 113 
tax payments (as illustrated in Figure 2.12 opposite). 
Labour	taxes	make	up	74	percent	of	the	TTR,	account	
for 74 percent of the tax payments and 54 percent of 
the	hours	to	comply	in	Romania.	The	17	taxes	that	
give rise to the total number of tax payments of 113, 
comprise corporate income and capital gains tax, two 
property taxes, seven labour taxes, and six other taxes 
ranging from environmental taxes to vehicle tax. 

Figure 2.11
Taxes borne and taxes collected as a percentage of 
value created 

Source: Doing Business database

Denmark

Wages and salaries 
net of employment 
taxes collected 
24%

Total taxes 
collected 41%

Total taxes borne 
10%

Profit after tax distributed 
 to shareholders 12%

Profit after tax (retained 
earnings) 12%

Net interest 
1%

Belgium
Profit after tax distributed to 
shareholders 7%

Profit after tax (retained 
earnings) 7%

Wages and salaries 
net of employment 
taxes collected 
21%

Total taxes 
collected 43%

Total taxes borne 
21%

Net interest 
1%

Profit after tax distributed to 
shareholders 5%

Profit after tax (retained 
earnings) 5%

Net interest 
1%

Wages and salaries 
net of employment 
taxes collected 
31%

Total taxes 
collected 31%

Total taxes borne 
27%

Italy
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Employment taxes – a significant contribution 
to TTR

Figure 2.1, on page 18, shows that employment taxes 
overall	account	for	34	percent	of	the	TTR.	They	are	a	
significant element of the tax cost for business. Europe 
continues to be a region where labour taxes are a 
particular feature. Figure 2.13	shows	Total	Tax	Rates	
for the EU split by type of tax.

The largest element for the four economies with the 
highest	TTRs	in	the	EU	(Belgium,	Spain,	France	and	
Italy), is labour taxes. This is also reflected in our Total 
Tax Contribution survey with the large companies in 
Belgium, sponsored by the Verbond van Belgische 
Ondernemingen (VBO) / Federation des Entreprises de 
Belgique	(FEB).	The	average	TTR	for	companies	in	the	
survey was 52.07 percent of which 20.8 percent was 
employment taxes see commentary on page 28.

For the case study company used in the Paying 
Taxes methodology, labour taxes borne are also the 
largest	element	of	the	TTR	in	Italy	(see	Figure 2.14, 
on page 32). Labour taxes account for 59 percent 
of	the	TTR.	The	social	security	contributions	borne	
by companies in relation to their employees in Italy 
include a mandatory contribution for work termination 
(11	percent	of	TTR)	and	a	range	of	social	security	
contributions which together make up 48 percent 
of	TTR.

Figure 2.15 overleaf compares the EU with other 
geographic and economic groupings. On average, 
employment taxes in the EU account for more than 
half	of	the	TTR	of	the	case	study	company.	Labour	
taxes are also an important part of fiscal policy in the 
BRIC	economies,	the	OECD	and	the	G8.

Figure 2.13 
EU	comparison	of	Total	Tax	Rates

Source: Doing Business database
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Figure 2.12 
Romania	–	labour	tax	payments

Source: Doing Business database
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Figure 2.15 suggests that employment taxes are less 
significant in Africa than in some other regions. Taking 
South Africa as an example, the message from the 
data is very different from that seen in the EU. In South 
Africa, whilst there are four different labour taxes, 
these	contribute	only	2	percent	of	TTR	of	34.2	percent.	
This is because the larger element of employment 
taxes is collected from the employee. In South Africa 
employment taxes take the case study company 50 
hours to comply with, 25 percent of the total hours. 
Each of these taxes has a separate tax law governing 
its	operation.	Recent	reform	means	that	one	of	these	
labour taxes has now been abolished but three remain. 

Time spent on employment taxes can be significant

Nigeria is an example of an African country where the 
hours needed to comply with employment taxes are 
high. There are three labour taxes applied to the case 
study company, which needs 378 hours to comply with 
these. Figure 2.16 opposite shows that 280 of these 
are spent on the preparation of the tax calculations. 
The time to comply with labour taxes in Nigeria 
has reduced this year from 480 hours previously, 
largely in view of the reforms to the payment process 
(consolidating the location for payment) and electronic 
filing (see page 52).

Reforms around employment taxes: France and 
Ukraine

Chapter 1 highlighted that some economies have 
focused their tax reform on employment taxes – in 
some cases reducing the rate of contributions and in 
others, simplifying the tax administration system. The 
Paying Taxes data shows that employment taxes are 
part of the tax burden on the case study company. 
Therefore making such taxes easier to comply with will 
have a positive impact on the overall ease of paying 
taxes. It is worth highlighting France and the Ukraine in 
this regard.

Figure 2.14 
Italy	–	analysis	of	TTR

Source: Doing Business database
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Figure 2.15 
Analysis	of	the	TTR	by	region

Source: Doing Business database
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In France, the process of paying labour taxes 
and contributions has been simplified as part of 
the preparation for mandatory electronic filing. 
This has substantially reduced the number of 
labour tax payments from 14 to two, significantly 
improving France’s ranking on tax payments from 
65 to 30. 

In Ukraine the number of hours required to comply 
with labour taxes has been reduced substantially from 
732 hours to 416, by making it simpler to file and pay 
taxes through the introduction of electronic systems 
and online payment capabilities. But the improvement 
in terms of ranking on the hours to comply here was 
only four places (from 176 to 172). These examples 
demonstrate that looking at the movement in the 
rankings alone is not enough to get an understanding 
of the extent of the reform, and its impact. There is 
further discussion on the impact of improvements on 
the rankings on page 44.

3. The impact of consumption taxes

Consumption taxes around the world are levied on 
production and/or sales of goods and services. In 
many economies, revenues from consumption taxes 
are the largest element of tax revenues. There is an 
assumption that the impact of consumption taxes 
on business is relatively limited as these are taxes 
companies collect rather than bear. However, the 
Paying Taxes analysis shows that there are issues 
to consider from the perspective of companies: the 
type and variety of consumption taxes that are levied, 
and the number of hours that are required to comply 
with these taxes. It will also normally be the case that 
a company will bear some sales taxes – on its own 
consumption in some cases and through irrecoverable 
VAT on certain supplies.

Figure 2.16 
Nigeria – hours to comply with labour taxes

Preparation Hours 
per year

Data gathering from internal sources (for example 
accounting records)

120

Additional analysis of accounting information to highlight 
tax sensitive items

120

Actual calculation of tax liability including data inputting 
into software/spreadsheets or hard copy records

 40

Preparation and maintenance of mandatory tax records if 
required

 0

Total 280

Filing

Completion of tax return forms  8

Time spent submitting forms to tax authority, which 
may include time for electronic filing, waiting time at tax 
authority office etc

 10

Total  18

Paying Taxes

Calculations of tax payments required including if 
necessary extraction of data from accounting records, 
and time spend maintaining and updating accounting 
systems for changes in tax rates and rules.

 40

Time to make the necessary tax payments, either online 
or at the tax authority office (include time for waiting in line 
and travel if necessary)

 40

Total  80

Grand Total 378

Source: Doing Business database
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The variety of consumption taxes

There are a variety of different consumption taxes used 
by governments and in some economies they can be 
a significant element of the taxes borne by business. 
Four main types of sales tax are identified which have 
very different impacts on the case study company. 
The different sorts of sales tax are explained in more 
detail on page 37. Consumption taxes are classed 
as ‘other taxes’ in the data tables. This category also 
includes taxes such as fuel taxes, insurance taxes and 
various forms of environmental taxes. The analysis 
in this section is focused primarily on VAT and sales 
taxes and their impact on the Paying Taxes rankings. 
Section 3 goes on to discuss environmental taxes in 
more detail.

VAT9 – the dominant form of consumption tax

The continuing reduction in rates of corporate income 
tax suggests a shift from taxes on profit to taxes on 
consumption around the world and Value Added Tax 
(VAT) is the most common form of consumption tax 
that economies are implementing. 

VAT is now the most dominant form of consumption 
tax around the world – in some form or other it is 
used in 79 percent of economies (see Figure 2.17 
for a regional analysis). The United States is the only 
OECD and G8 member country that does not have a 
VAT system.

With a VAT system, final consumers bear the tax 
whilst business acts as the unpaid tax collectors 
for	the	tax	on	the	“value	added”	by	their	part	in	the	
chain of supply . An efficient compliance process is 
therefore important for business, and governments 

9 As noted earlier, VAT is used as a shorthand to encompass all forms of 
VAT, GST etc.

have a responsibility to devise simple VAT systems 
with as few boundary issues and other complexities 
as possible.

Brazil is a good example of a country which has 
embraced the concept of a VAT system and now has 
it at several levels – a federal excise tax (IPI), a state 
VAT on sales and services (ICMS) and VAT for social 
contributions (PIS/COFINS10). 

10 COFINS which is levied at 7.6 percent is a monthly federal social 
assistance contribution calculated as a percentage of revenue. A new 
enacted COFINS credit system is meant to ensure the tax is applied only 
once on the final value of each transaction but some companies are still 
subject to the previous COFINS system, that is, COFINS is applied at 3 
percent and no credit system is allowed. 

Figure 2.17 
Geographical analysis of proportion of economies with 
a VAT system

Source: Doing Business non‑indicator data
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Spain uses reforms in its corporate income tax rate and electronic filing to 
improve its overall ranking

Jaume Cornudella Marques – Landwell

The Spanish tax system is based on a 
self‑assessment  process for most taxes. This is 
the case for the most significant taxes: corporate 
income tax, VAT, personal income tax (both tax 
payable by workers and withholdings on emoluments 
made by the paying company) and Social Security 
contributions. This entails a considerable burden 
for taxpayers.

The Spanish administration, on its various different 
levels (central, regional and local), is aware of the 
effort that taxpayers are required to make and for 
years it has been introducing measures to facilitate 
compliance with tax obligations. These measures 
mainly relate to the use of electronic filing methods. 
A great number of companies – enterprises with a 
business volume over €6 million p.a. – are required 
to file most of their tax returns electronically. Smaller 
companies may choose to use this option. Although 
electronic filing may seem complex at first, in fact the 
system is simple and considerably reduces the time 
spent on preparing and filing tax returns, and paying 
taxes. The Tax Administration also provides computer 
programs to prepare returns for both electronic and 
paper filings.

The electronic filing of tax data by taxpayers enables 
the Administration to obtain the data instantaneously, 
increasing control over the detection of errors 
or omissions. 

The Tax Administration State Agency (“Agencia 
Estatal	de	Administración	Tributaria”)	is	the	body	
responsible for administering and collecting most 
central government taxes and has been particularly 
interested in how these improvements are reflected 
in the Paying Taxes statistics for the latest fiscal year. 
The progress in the computer resources placed at 
taxpayers’ disposal by the Tax Administration and 
an improvement in the consistency of the concepts 
and functions that taxpayers must take into account 
to meet their tax obligations, have led to a significant 
reduction in the number of hours to comply. 

In addition, Spanish corporate income tax has 
undergone a reform, the main aim of which was to 
reduce the statutory tax rate. The rate was cut from 
35 percent to 32.5 percent in 2007, and to 30 percent 
for 2008 onwards, which should be reflected in a 
reduction in the tax burden, although it is partially 
offset by a progressive reduction in tax incentives 
for investment. This decrease in the nominal tax rate 
reflects the path already taken in other countries. 
Despite this, Spain will continue to have a relatively 
high nominal rate compared to neighbouring countries. 
From a strictly business viewpoint, a further decrease 
in the tax rate may be desirable, but in the current 
climate of economic slowdown and uncertainty not 
only in Spain but in the global economy, considerable 
prudence is required. Therefore, a substantial 
structural reform of the Spanish tax system should not 
be expected in the near future.
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Paying Taxes helps initiate an investigation into the effectiveness of the 
Czech tax system

Lenka Mrazova – PricewaterhouseCoopers Ceska republika, s.r.o.

The Paying Taxes report published in 2007 garnered 
significant attention from the Czech media. The 
report was cited by all relevant Czech dailies and 
economics magazines (a total of 34 citations). As 
such, it was highly conducive to ongoing discussions 
about the effectiveness and competitiveness of the 
Czech tax system.

Due to the huge media interest in the Paying 
Taxes report, the information from the report 
caught the interest of the Czech ministries. 
PricewaterhouseCoopers was contacted first 
by the Czech Ministry of Industry and Trade, 
whose representatives asked questions about 
the methodology used to prepare the report. The 
Czech Ministry of Finance was also interested in 
the conclusions of the report. The Head of Tax and 
Customs Policy Department requested a meeting 
to discuss the methodology and information used 
to prepare the report. The Czech Confederation of 
Unions also expressed an interest in the conclusions 
of the report, the methodology used, and the Czech 
tax system in general.

Following the conclusions in last year’s Paying Taxes 
report (Czech republic ranked 168th in the ranking 
of administrative tax requirements and 113th in the 
total ranking), the Czech Ministry of Finance has this 
year initiated a process to undertake a regulatory 
impact analysis to assess the effectiveness and 
administrative burden of the Czech tax system. 
The Ministry has requested an analysis of the effects 
on large companies, small and medium‑sized 
companies, and private individuals. The project 
should be completed at the beginning of 2009 and 
it is expected that the recommendations from the 
assessment will translate into specific legislative 
changes on the various taxes. 
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Last year’s publication highlighted the complexity 
which surrounds the calculation and payment of 
these VAT taxes and the difficulties in implementing 
reform due to the fragmented nature of the various 
state taxation authorities. On page 42, Carlos Iacia 
of PricewaterhouseCoopers Brazil comments that 
the Federal Government is looking to present a new 
tax reform model, with the objective of simplifying 
the tax system. This is to be discussed with the 
National Congress.

India also has two different value added taxes. It has 
a federal VAT tax (CENVAT) and also VAT levied at 
the state level. In addition to these value added taxes 
there is also a central sales tax. The state VAT has 
been implemented using a common system arrived at 
through a consultative process. This common system 
has removed the cascading effect of local taxes 
and ensured a uniform price of commodities across 
states. The Government is also targeting 2010 as 
the year to introduce a uniform ‘goods and services 
tax’. It is hoped that once the common system 
gets well entrenched, there may be opportunities 
for the authorities to further streamline reporting 
requests, to move to a quarterly reporting system 
instead of monthly reporting and to look at removing 
other taxes. 

The time to comply with consumption taxes

The collection of consumption taxes by business can 
add significantly to the compliance hours required 
and the tax payments that have to be made. The 
compliance process for consumption taxes therefore 
needs to be efficient. Figure 2.1, on page 18, shows 
that overall, 36 percent of the time to comply, on 
average, is spent on consumption taxes. Efficient 
systems and processes are therefore important for 
these types of tax, and care is required when new 
consumption taxes are introduced to ensure that the 

Sales taxes

Sales taxes probably present the best examples of 
the issues that have to be considered in making the 
taxes borne/collected distinction. Below are four 
types of ‘sales’ taxes that have different treatments 
for the data, and therefore impact the rankings in 
different ways:

1. Sales taxes that are charged only at the final 
point of sale to the consumer are not normally taxes 
borne by a company as they are suffered only by 
the final consumer. This type of sales tax is treated 
as a tax collected.

2. Value added tax is also normally a tax collected. 
It is a tax which is separately identified in the price 
charged to the purchaser; the input tax paid by 
the seller can be set off by the business against 
the output tax charged on the sale; it is the net 
that is accounted for to the tax authorities. Each of 
these attributes point to VAT being a tax collected. 
The exception to this is where VAT incurred is 
irrecoverable, in which case that component will 
constitute a tax borne. The case study company 
does not generally have irrecoverable VAT although 
there are some exceptions.

3. Cascade‑style sales taxes, seen for example in 
some African economies, add additional costs to 
each consumer so that an element of them is borne 
by each company in a chain of supply. These taxes 
are a charge to the profit and loss statement which 
affect the profitability of a company, while VAT and 
sales tax on final products do not. For the purposes 
of the data, these taxes are taxes borne to the 
extent that they are taxes incurred on purchases by 
the company.

4. Turnover taxes are a tax borne as they are 
generally calculated as a percentage of a 
company’s turnover and paid to the tax authorities. 
They become part of a company’s costs and affect 
a company’s profitability.
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impact on compliance hours is minimised. In Bosnia, 
VAT was introduced as a new tax on 1 January 2006. 
This has increased the number of hours to comply 
from 192 to 264. That may be a valid burden to 
place on business to raise extra revenues, or it may 
be that other burdens have been reduced. But do 
governments always consider such issues when 
changing tax systems?

Figure 2.18 shows that in the Latin America and 
Caribbean region, there are many economies where 
consumption taxes are a significant element of the 
hours spent on tax compliance. Brazil is the country 
where it takes the case study company the most time 
to comply with all its taxes – 2,600 hours in total. 

Of this total, it takes 1,374 hours to comply with 
consumption taxes (see Figure 2.19 opposite), of 
which 577 of the hours are spent gathering data and 
analysing accounting systems. The complexity of the 
VAT system here is clear.

The particular issues faced by Brazil are also apparent 
in data gathered by the World Bank in its enterprise 
surveys.11 84 percent of respondents from Brazil felt 
that tax rates were a major constraint and 66 percent 
of respondents identified tax administration as a 
major constraint. 

11  World Bank Enterprise Surveys (http://www.enterprisesurveys.org).

Figure 2.18 
Hours to comply in the Latin America and Caribbean region
Number of hours

Source: Doing Business database
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Cascading sales taxes, turnover taxes and their 
impact on TTR

Cascading sales taxes are a feature in some African 
economies	including	Burundi,	the	Democratic	Republic	
of Congo, Gambia and Sierra Leone. Turnover taxes 
are levied in Argentina and Belarus. Both of these 
types of consumption tax can have a significant 
impact	on	TTR	as	they	are	a	tax	borne	by	the	case	
study company, as shown in the box on page 89.

Figure 2.20 overleaf shows those economies which 
have	a	TTR	of	over	100	percent,	and	which	are	
at the bottom of the rankings on this indicator. A 
large	proportion	of	the	TTR	in	these	economies	is	
represented by either cascading sales taxes or a 
turnover tax.12 

There	are	obvious	implications	of	having	a	TTR	in	
excess of 100 percent as it means that the case study 
company would not earn enough pre‑tax profit in that 
country to pay all its taxes.

The assumptions which are built into the Paying Taxes 
case study are such that the company, wherever it 
is located, has a fixed rate of gross profit margin (20 
percent). Therefore in the situation where it bears 
substantial consumption taxes on its transactions, 
it is not able (under these assumptions) to amend 
its pricing as it may be able to do under normal 
circumstances. The profit margin of 20 percent is 
insufficient in these economies to enable the company 
to pay its taxes. In those economies with a cascading 
sales tax, the company would need to earn a gross 
profit margin well in excess of 20 percent to enable it 
to do so – see Figure 2.21 overleaf.

12	 The	Central	African	Republic	has	a	turnover	tax	based	on	the	corporate	
income tax base.

Figure 2.19 
Brazil – Analysis of hours to comply with 
consumption taxes

Preparation Hours 
per year

Data gathering from internal sources (for example 
accounting records) 

247

Additional analysis of accounting information to highlight 
tax sensitive items

330

Actual calculation of tax liability including data inputting 
into software/spreadsheets or hard copy records

165

Preparation and maintenance of mandatory tax records if 
required

 82

Total 824

Filing

Completion of tax return forms 330

Time spent submitting forms to tax authority, which 
may include time for electronic filing, waiting time at tax 
authority office etc

 82

Total 412

Paying Taxes

Calculations of tax payments required including if 
necessary extraction of data from accounting records, and 
time spent maintaining and updating accounting systems 
for changes in tax rates and rules.

 14

Analysis of forecast data and associated calculations if 
advance payments are required

 14

Time to make the necessary tax payments, either online 
or at the tax authority office (include time for waiting in line 
and travel if necessary)

 110

Total  138

Grand Total 1374

Source: Doing Business database
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Consumption tax payments and electronic filing

Consumption taxes account for the largest proportion 
of tax payments (48 percent as shown in Figure 2.1) 
that the case study company has to make, and this is 
particularly evident in some regions. 

One way in which countries are reducing the burden 
for companies in making payments for consumption 
taxes, is the introduction of electronic filing. Electronic 
filing is identified in Chapter 1 as one of the most 
common reforms. 

Azerbaijan is a good example of reform in this area, 
where a new online system has been introduced and 
advanced accounting software has been generated by 
government, to help in computing tax payments. 

The availability of internet banking facilities has 
also been a major step forward. The number of 
payments overall has fallen from 38 to 23. Of the 
reduced payments, 11 of the 15 were in relation to 
consumption taxes.

There has also been significant reform in China which 
is explored further on pages 68 and 69.

Figure 2.22, on page 43, shows the position in the 
African Union, specifically for sales taxes. Half of the 
economies have sales taxes which account for more 
than 30 percent of the tax payments required.

Electronic filing has had a marked influence on the 
average number of sales tax payments, partly due 
to the methodology used by the Doing Business 
Paying Taxes study, which reflects the reduction in 
administrative burden from electronic filing. Where 
full electronic filing is allowed, and it is used by the 
majority of medium sized businesses, the tax is 
counted as paid once a year, even if the payment is 
actually more frequent. The UK, as an example of the 
methodology, is set out in Appendix 2 on page 90.

Figure 2.21 
Cascading sales taxes – examples of the gross margin 
required to enable the payment of all taxes

Gross margin required 
to pay all taxes

Country

The Gambia 33.1%

Burundi 32.1%

Sierra Leone 29.1%

Congo,	Democratic	Republic 28.8%

Source: Doing Business database

Figure 2.20 
Impact	of	sales	tax	systems	on	the	TTR

 
TTR	
(%)

Sales tax 
TTR 
(%)

Proportion 
of	TTR 

(%)

Cascading sales tax

Burundi 278.7 250.4 89.8

Congo,	Democratic	Republic 229.8 216.4 94.2

Gambia 292.4 221 75.6

Sierra Leone 233.5 221 94.6

Turnover tax

Argentina 108.1 53 49.0

Belarus 117.5 53 45.1

Source: Doing Business database
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South Africa – Improvements in tax administration is on the 
Government’s agenda

Paul de Chalain, PricewaterhouseCoopers Inc

The Paying Taxes 2008 publication showed that the 
time required for tax compliance remained unchanged 
in South Africa compared to the previous year, while 
the other two indicators – the number of tax payments 
and the tax rate – showed improvements.

The results of the Paying Taxes study and also 
the separate empirical work conducted by 
PricewaterhouseCoopers in its 2007 Total Tax 
Contribution survey of large business have been widely 
publicised in South Africa. While the Government has 
not directly referred to the results of this research in 
proposing further reforms, the need to simplify the tax 
system with the particular emphasis on compliance is 
definitely on the agenda.

In	2007,	the	South	African	Revenue	Service	embarked	
on a wide‑scale drive towards electronic filing facilities, 
coupled with the simplified corporate tax return. 
PricewaterhouseCoopers has estimated that this has 
reduced the time required for corporate tax filings by 
50 hours, and for labour taxes, by 100 hours which has 
significantly improved the country’s ranking in Paying 
Taxes 2009. 

Further reforms that will enhance the country’s tax 
competitiveness include the reduction of the corporate 
tax rate from 29 to 28 percent and the imminent 
replacement of the Secondary Tax on Companies 
(STC) with a dividend withholding tax. The latter 
will render the corporate tax system more easily 
understandable and remove the confusion often 
experienced by foreign investors. 

The Government has also recognised the particularly 
heavy burden of tax compliance on small businesses. 
To this end, it has proposed a tax on very small 
businesses that will be introduced in 2009. The new 
elective tax will be turnover‑based, replacing income 
tax, capital gains tax, STC and VAT. A concern shared 
by many is the very limited application of the new tax. 
Any	company	with	a	turnover	exceeding	R1	million	
will be excluded. For all other companies, the high 
compliance cost – primarily due to the complexity of 
legislation – will remain an issue.
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Brazil presents a new tax model capturing important reforms 

Carlos Iacia – PricewaterhouseCoopers Contadores Públicos Ltda

The launch last year of “Paying Taxes – The Global 
Picture	2008”	had	wide	repercussions	in	Brazil.	Major	
local newspapers published articles stressing the 
results of the research, especially those regarding the 
time spent by the Brazilian taxpayer on compliance 
with ancillary obligations. A high level of coverage 
was also evident on the national television networks. 
Several open and cable channels commented on the 
research specifically discussing the high volume of 
hours required for compliance when compared with 
other	countries,	especially	the	BRIC	countries.

The study reveals, in numbers, the structural problems 
that affect the Brazilian tax system, such as: (i) the 
existence of many taxes levied on the same basis; (ii) 
the amount of indirect taxes, charged on consumption, 
which are imposed by different levels of tax authorities, 
at rates set by several laws, and which are subject 
to constant modifications; (iii) the cumulative regime, 
which does not permit the offsetting of taxes, paid in 
each step of the supply chain of goods and services, 
against the taxes levied on the subsequent stage; 
(iv) difficulties for recovering tax credits accumulated 
by exporters, thus, resulting in a hidden taxation on 
export operations; (v) fiscal competition among States, 
through the creation of unilateral benefits in order to 
attract investment to the respective jurisdiction; (vi) 
high taxation on payroll.

All of the above topics have come to the attention 
of the Ministry of Finance, which has formally 
acknowledged that such aspects are responsible 
for the high cost of Brazilian investments and 
exportations, as well as contributing to the 
bureaucracy faced by companies for the computation 
and payment of taxes. 

As a consequence, the Federal Government has 
presented a new tax reform model, to be discussed at 
the National Congress, with the objective of simplifying 
the tax system and reducing the tax burden. In 
general terms, the government’s proposal suggests: 
(i) the unification of three contributions levied on 
revenue through the creation of a single federal non 
cumulative tax on operations with goods and services 
(Federal‑VAT); (ii) the consolidation of the two taxes 
levied on profits into a single tax; (iii) the creation of a 
new VAT, levied by the States (State‑VAT), subject to 
a single taxation regime, under unified legislation, and 
(iv) alterations to the tax burden on payroll.

Such governmental initiatives are most welcome, 
opening the debate with society as a whole to address 
the need for tax reform, using a simplified model of 
the tax system as a starting point for discussion. 
The current expectation is that politicians, business 
executives, and society as a whole, will engage and 
work towards this objective. This is an important 
path for Brazil towards accelerating the country’s 
economic growth and improving productivity in the 
international scenario. 
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Figure 2.23 shows that just over 25 percent of 
economies in the study use electronic filing for all 
of their sales taxes and that with the Paying Taxes 
methodology the number approximates to one. A little 
under 75 percent do not have electronic filing and on 
average they require 10.6 payments. 

Figure 2.23 
Countries with and without electronic filing – how the 
average number of tax payments for sales taxes varies

Note: Does not include India as not all sales taxes have electronic filing
Source: Doing Business database

Countries without 
electronic filing

Countries with 
electronic filing1.1

10.6

Figure 2.22 
African Union – sales tax payments as a proportion of the total number of payments
% of total payments

Source: Doing Business database
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Figure 2.24 
Distribution of total hours to comply
Number of economies

          Hours to comply

Distribution	of	TTR
Number of economies

	 	 	 	 	 	 TTR

Distribution of tax payments
Number of economies

        Number of tax payments

Source: Doing Business database
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Full recognition for the effort being put into reform

The Paying Taxes results rank each economy on 
each indicator and these are combined to produce 
an overall ranking. Where reforms are made to a 
tax system, there is the potential for an improved 
ranking. However, in understanding the extent of the 
movement in the ranking, it is important to understand 
where the economy is situated in the distribution of 
the rankings. 

Figure 2.24 shows that for each of the indicators, 
there is a ‘clustering’ of results with a large number 
of economies falling within a certain banding . For 
these economies, a small improvement in their results 
can result in a large movement up the rankings. For 
economies in a more sparsely populated part of the 
distribution, large improvements may result in moving 
only one or two places up the rankings. This was 
highlighted in the context of France and Ukraine earlier 
in this Chapter. The distribution curves for each of the 
indicators are shown in Figure 2.24.

Some good examples of the phenomenon are as 
follows. The chart for the distribution of total hours 
to comply shows that the number of hours needed to 
comply with all taxes in the tax system are clustered 
around the 50 to 350 hours mark. There are 134 
economies recording the number of hours to comply 
in this cluster. For China this year the time to comply 
ranking has only moved 7 places from 167th to 160th 
despite a 368 hour reduction in the number of hours to 
comply from 872 to 504. However Ghana, which has 
also implemented significant reforms and reduced its 
hours by 80, has achieved an improved ranking of 83, 
34 places higher than in the previous year.  
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Pakistan – the Paying Taxes Study reflects the structural problems in the 
tax system

Rashid Ibrahim – A.F. Ferguson & Co.

Like other resource‑constrained economies, Pakistan 
experiences difficulty in implementing tax legislation 
which is effective. Pakistan has a large agricultural 
base, comprising small businesses which are hard to 
tax and which operate outside of the tax regime. It 
also faces an administrative and political environment 
that is unfavourable for the collection of taxes. 
Almost 70 percent of total taxes are in fact gathered 
by government from the Oil and Gas, Banking and 
Telecommunication sectors.

Many initiatives from Government have not achieved 
their objectives as they do not address some of the 
basic issues that arise in the segments of the economy 
which have the major defaulters. As a consequence 
the direct tax to GDP ratio has remained at around the 
3 percent level for many years.

With the economic downturn and an estimated 
GDP growth of only 4.5 percent, it will be difficult for 
government to meet the revenue targets for the current 
year, which are again fixed at twenty percent higher 
than the previous year. These revenue targets have 
been set without correcting the existing structural 
problems in the tax regime, which continues to be 
inefficient and lacks buoyancy. There is a massive 
drain of resources due to the existence of a large 
underground and informal economy and stakeholders 
perceive government as a revenue‑hungry leviathan 
having little respect for their rights.

The difficulties and structural problems in the tax 
system are reflected in the Paying Taxes hours to 
comply indicator, where Pakistan takes 560 hours 
and is ranked 163, and also the number of payments 
indicator where 47 tax payments are recorded and the 
ranking is 145.

As part of an ongoing reform process, the Federal 
Board	of	Revenue	(FBR)	carries	out	an	analysis	of	
available data on a regular basis. Under the Tax Policy 
Program (TAP) seven studies were recently initiated 
in collaboration with the World Bank and the Andrew 
Young School of GSU to strengthen the taxation policy 
framework for the short to medium and long term. The 
focus of these studies is on the incidence of taxation 
on various segments of the society, a tax gap analysis, 
and enterprise taxation in Pakistan.

In recent years, the Government has introduced 
a number of positive initiatives to encourage tax 
compliance. This has included a self assessment 
scheme with selective audits, the reduction of 
corporate and individual tax rates, and structural 
reforms in the departments. These changes have 
improved tax revenues by around twenty per cent 
in the last few years, but this is not considered 
satisfactory in view of the volume of untaxed 
businesses and the levels of non compliance still 
in the economy. Some important areas of concern, 
as discussed above, continue to remain unresolved. 
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Summary

•	 	The	data	generated	by	the	Doing Business project 
shows that corporate income tax is only one 
of many taxes that the case study company is 
subjected to.

•	 	It	accounts	for	the	smallest	number	of	compliance	
hours and the smallest number of payments.

•	 	Reducing	the	rate	of	corporate	income	tax	is	the	
reform most commonly adopted by government, 
but it is important to recognise not simply the 
statutory rate of corporate income tax but also the 
effective current tax rate.

•	 	There	is	a	wide	range	in	the	hours	spent	on	
corporate income tax compliance. Making 
comparisons with other economies can be a 
constructive way to identify where systems can be 
changed to benefit both government and business. 

•	 	It	is	appropriate	to	include	employment	taxes	as	
they are taxes on business and are therefore part of 
the	TTR.

•	 	Government	has	a	choice	as	to	whether	to	
levy employment taxes on the employer or on 
the employee.

•	 	There	are	many	examples	of	where	governments	
choose to levy a number of employment taxes.

•	 	Employment	taxes	often	make	up	a	significant	
part	of	the	TTR,	can	be	responsible	for	many	tax	
payments, and increase substantially the number of 
hours it takes the case study company to comply.

•	 	It	is	often	assumed	that	consumption	taxes	are	
only taxes collected on behalf of government 
and therefore have a limited impact on business. 
However, certain types of consumption taxes 
can be a tax borne by the company, and all 
consumption taxes will have an impact on the 
number of hours to comply and the number of tax 
payments to be made.

•	 	The	Paying	Taxes	data	reveals	that	there	is	a	great	
variety of consumption taxes which include a 
number of different sales taxes. VAT is becoming 
the dominant form of consumption tax around 
the world.

•	 	When	assessing	the	extent	and	impact	of	reform,	it	
is important to look at the underlying data for each 
of the indicators in addition to the rankings. 
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Paying Taxes shows a different tax pattern in the United States

Peter Merrill – PricewaterhouseCoopers LLP

For small companies that are the focus of Paying 
Taxes, the United States compares favourably with 
other countries in terms of ease of compliance, 
ranking in the 14th percentile for annual number of 
tax payments (10) and 36th percentile for number of 
hours required to comply with taxes (187). Overall, the 
combined tax burden on U.S. companies measured 
by the total tax rate falls exactly in the middle of the 
181 countries included in the analysis (42.3 percent). 
Thus, for small businesses that operate within a single 
locality, the U.S. tax system imposes relatively low 
compliance costs per dollar of tax borne.

The composition of U.S. taxes, however, varies 
markedly from global patterns. Labour taxes as a share 
of profits before total taxes rank in the 29th percentile 
(9.6 percent), and thus are relatively low by global 
standards. By contrast, taxes on profit as a share of 
profits before total taxes rank in the 72nd percentile 
(23.5 percent) and thus are quite high by global 
standards. Other taxes as a share of profits before tax 
also are quite high in the United States primarily due 
to property taxes, which typically, are imposed at the 
local level.

The relatively heavy burden of profit taxes in the 
United States is, in part, attributable to the fact that in 
2008, the combined U.S. federal and average state/
local corporate income tax rate is 39.3 percent, 50 
percent higher than the 26.2 percent average for 
the other 29 OECD member countries. The high 
corporate income tax rate is only slightly offset by the 
Domestic Production Activities Deduction (DPAD), 
which effectively reduces the federal corporate income 
tax rate on qualified income from certain property 
manufactured, produced, grown or extracted in the 
United States. In 2005 and 2006, the DPAD was equal 
to 3 percent of qualified income, reducing the effective 
federal corporate income tax rate on this income to 
33.95 percent (97 percent of 35 percent). Beginning in 
2007, the DPAD phased up to 6 percent, reducing the 
effective federal corporate income tax rate on qualified 
income to 32.9 percent (94 percent of 35 percent).

The	U.S.	Internal	Revenue	Service	(“IRS”)	is	
undertaking research on measurement of corporate 
tax compliance costs. As part of this project, the 
IRS	is	reviewing	the	methodology	for	measuring	tax	
compliance costs used in Paying Taxes as well as the 
results of Total Tax Contribution studies conducted by 
PricewaterhouseCoopers in Australia, South Africa, 
and the United Kingdom.



Section title

Introduction

The Paying Taxes data measures the ease of Paying Taxes for companies 
around the world. The aim is to provide a data source and methodology 
to enable tax systems around the world to be compared on a consistent 
basis, from the point of view of companies paying taxes. Tax systems are 
ranked using three indicators (explained in more detail in Appendix 2), 
which have been chosen by the World Bank – IFC to link to its broader 
Doing Business project. They address steps (the number of payments), 
time (the number of hours taken to comply) and cost (the Total Tax 
Rate).	In	collecting	data	for	this	years	study,	contributors	were	asked	to	
provide additional data, not used in calculating the indicators but which 
could provide useful insights into tax systems. This request followed 
discussions held with a variety of stakeholders, both within business and 
in governments, around last years results. These identified a number of 
questions which, it was suggested, should be asked of contributors in 
addition to the key indicator data. The objective was to gather additional 
data on aspects of tax system complexity, not currently captured by the 
case study assumptions. The intention was for this data to provide further 
insights on the findings of the study. 

Accordingly, additional questions have been included in the data request 
this year. These are listed in the box on page 49. The nature of a number 
of these questions requires some subjective judgements in responding. 

It should be emphasised that answering these additional questions was 
not compulsory for contributors (unlike the main questions leading to 
the key indicators). Nor have the answers supplied been subject to the 
rigorous checking that is applied by the World Bank to the indicator data. 
Our purpose in highlighting this additional data is to seek views on its 
usefulness and whether the process for requesting and checking this data 
should be extended next year. 

This data will be available on request from the Doing Business 
website: http://www.doingbusiness.org/features/taxes2009.aspx and 
www.pwc.com/payingtaxes

Further insights on 
tax administration
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How many tax authorities are there in your 
country? 

Where there is more than one tax authority and 
particularly where there is more than one level of 
tax authority, (i.e. federal, state and local) the rules 
and regulations governing the various taxes across 
a number of different taxing levels will inevitably 
mean that companies have to deal with increased 
complexity. This will be in terms of the volume of 
returns that have to be submitted, and the number 
of payments that have to be made. The simple case 
study company operates in a single location and 
does not normally need to consider these additional 
complexities, but for many companies they will be 
a reality. 

There are some interesting responses and 
comparisons to be made. Brazil has a Federal taxing 
authority and 27 states with tax‑raising powers, as 
well as over 5000 tax‑raising municipalities. This is 
considered to be a major issue in Brazil, where this 
complexity applies not just to profit taxes but to 
indirect taxes charged on consumption. There are 
numerous laws at the different levels, levying various 
rates of tax, and subject to constant modification.

By contrast, in the UK there is one national tax 
authority	(following	the	merger	of	the	Inland	Revenue	
and HM Customs and Excise) responsible for most 
taxes. Only the vehicle excise duty (administered by 
the DVLA), and business property rates (collected 
by around 430 local councils), are administered 
separately.

Australia has two national tax authorities, the 
Australian Tax Office and the Australian Customs 
Office. There are also six States and two 
territories levying taxes, and 645 local councils 
across	the	country.	Research	undertaken	by	

A PricewaterhouseCoopers commentary on the results
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Additional questions asked:

•	 	How	many	tax	authorities	are	there	in	your	
country? Please include the number of 
tax authorities at each level: federal, state, 
municipal/county and the number of states 
and municipalities. (99 percent of economies 
responded to this question).

•	 	Do	you	find	the	tax	laws	(in	your	country)	
ambiguous? (hard to interpret, need to consult 
with tax authority often, might get different 
answers from different authorities.) Please 
explain. (82 percent of economies responded to 
this question).

•	 	Is	social	security	separate	from	the	tax	
authority? (83 percent of economies responded 
to this question).

•	 	How	are	companies	selected	for	a	tax	audit	(by	
the fiscal authorities)? 

	 •	 	When	they	ask	for	a	refund
	 •	 	On	a	random	basis
	 •	 	Based	on	risk	analysis
	 •	 	By	company	size
	 •	 	Other	(please	explain)

  (83 percent of economies responded to this 
question).

•	 	Please	provide	a	statement	which	shows	the	
total tax revenues in your country for the latest 
fiscal year available as published by your 
government and/or provide a link to the source 
for this information and the year of the data. 
Alternatively please confirm if this data is not 
publicly available. (62 percent of economies 
responded to this question).
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PricewaterhouseCoopers Australia,1 the Business 
Council of Australia and The Corporate Tax 
Association, established that the tax system in 
Australia imposes 55 different taxes on companies 
and that this can result in up to 169 taxing points 
(the number of tax obligations a company would be 
required to fulfil if it were subject to all taxes in all 
federal and state jurisdictions). This is significantly 
more complex than the UK, which has 22 taxes that 
companies pay (and essentially through a centralised 
tax system as mentioned above). So, while Australia 
ranks highly in terms of the time taken to comply in 
the Paying Taxes data, the nature of the case study 
company does not necessarily give a full picture of 
the complexity of the local tax system as it affects 
all companies.

PricewaterhouseCoopers work in Canada has found 
similar results. In a 2007 Total Tax Contribution survey 
for the Canadian Council of CEOs, it was established 
that companies in Canada are subject to 49 different 
taxes and 18 other payments to governments at the 
federal, provincial and municipal level. Companies 
were found to be potentially subject to more than 
200 taxing points.2 Most of the companies involved 
in the survey were large listed corporations and so 
again the results are not directly comparable with the 
circumstances of the case study company (Canada 
comes 30th on the time to comply with 119 hours), 
however it serves to illustrate that the different levels of 
taxation can add significantly to complexity. 

Is social security separate from the tax authority?

In discussions with interested stakeholders, a 
question has been consistently raised as to whether 

1 What is your company’s Total Tax Contribution, 2007 survey results.
2 Total Tax Contribution, Canada’s tax regime: complexity and 

competitiveness, PricewaterhouseCoopers May 2008.

social security payments are properly included in the 
assessment of the ease of paying taxes. As already 
discussed earlier in this Chapter, it is the view of the 
World Bank and PricewaterhouseCoopers that all 
taxes should be included in the study, even if they 
are paid to a different agency other than the main 
tax authority.

From Figure 2.25 opposite it can be seen that it is very 
common for social security to be administered by a 
separate authority – particularly in the African Union, 
Latin America and the Caribbean and in ASEAN. Within 
the G8 and EU it is a little more common to have the 
same authority, but still the majority of countries have 
to interact with a separate authority.

Do you find the tax laws (in your country) 
ambiguous? 

It might be expected that ambiguity in the tax system 
translates into a higher ranking on the Paying Taxes 
hours indicator, as more time is required to prepare 
computations where the legislation is unclear. That is 
true to a degree. However it should be stressed that 
the case study company has relatively simple tax 
affairs. In addition, the time to comply indicator does 
not include time spent in dealing with tax authority 
queries or disputes. There is the potential for lengthy 
subsequent dialogue with tax authorities in order 
to agree the tax position where there is a difference 
of opinion. This all adds up to uncertainty for the 
business taxpayer. 

How long it takes to agree the tax position with the tax 
authority after completing and submitting a tax return, 
could be a useful further indicator. However, this is 
very difficult to measure accurately in a case study. 

We have previously compared the number of pages in 
primary tax legislation in a number of jurisdictions as 
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an indicator of complexity of the legislation, however 
we recognise that as a definitive gauge of complexity, 
this analysis is far too simplistic. It was only ever 
intended as a starting point and as a stimulus for 
further discussion. A more rigorous analysis of 
complexity needs to consider issues such as the 
extent to which secondary legislation or non‑statutory 
guidance is used are relevant, as well as the size of 
the print used, the size of the page and the frequency 
of change. To date we have not established a robust 
method of assessing all of these factors in a consistent 
manner but what may be helpful is a summary of how 

tax systems are perceived by the practitioners that 
use them. 

A little over half of the contributors from around the 
world believe their tax regime is ambiguous, with some 
interesting regional differences. 

Figure 2.26 gives the regional analysis of the 
responses. There were a large number of non 
respondents in Latin America and the Caribbean, and 
the African Union, perhaps suggesting that the less 
developed countries find it more difficult to comment 

BRIC G8 EU OECD AU Latin 
America	&	
Caribbean

ASEAN

No 2 2 6 3 2 1 0

Yes 2 6 18 25 36 26 8

No answer 0 0 1 2 13 5 1

BRIC G8 EU OECD AU Latin 
America	&	
Caribbean

ASEAN

No 0 3 14 15 13 12 4

Yes 3 5 10 14 23 15 5

No answer 1 0 1 1 15 5 0

Figure 2.25 
Is social security separate from the tax authority?

Note: Please see below for the percentage of responses in each group
Source: Doing Business non‑indicator data
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Figure 2.26 
Do you find the tax laws in your country ambiguous?

Note: Please see below for the percentage of responses in each group
Source: Doing Business non‑indicator data

0%

20%

60%

40%

100%

80%

BRIC EUG8 ASEAN OECDLatin 
America 

&	
Caribbean

African 
Union

Yes

No



52

A PricewaterhouseCoopers commentary on the results
Further insights on tax administration

Reform on the Nigerian agenda‑ but still much to do

Ken Aitken – PricewaterhouseCoopers Nigeria

With 35 tax payments, 938 hours per year to comply 
and a total tax rate of 32.2 percent Nigeria ranks 120 
out of 181 economies on the ease of paying taxes. 
This is far behind a number of other African countries 
such as South Africa (23), Zambia (38), and Ghana (65). 

Since June 2007, Nigeria has made some 
improvements to the tax system and currently there 
is also a proposed National Tax Policy undergoing 
stakeholders’ discussion. The number of hours 
have reduced by 182 as a result and so significant 
improvement has been made. 

Implemented Tax Reforms

A new law has been passed to establish the tax 
authority as a body corporate, the Federal Inland 
Revenue	Service	Establishment	Act	was	enacted	
in 2007. The law empowers the tax authority to 
make certain decisions and take necessary steps 
for effective and efficient tax administration. The 
law established tax tribunals in the six geo‑political 
zones (rather than one centralised tax appeal court 
prior to 2007). This is expected to result in quicker 
dispensation of tax disputes. Tax offices across the 
country have been reconstituted as integrated tax 
offices, in addition to the existing large taxpayers’ 
offices, to ease the tax compliance burden. With this 
development, taxpayers are able to pay all their taxes 
in one location rather than having different tax offices 
for different taxes as in the past. This has somewhat 
reduced the number of hours for paying taxes. Lagos 
State has been creating awareness to persuade 
individuals and businesses to pay their taxes correctly 
and promptly. The State recently made awards to 

good tax compliant individuals and businesses 
to encourage more voluntary tax compliance. In 
addition, the need for physical contact with tax 
officials has been reduced through encouraging 
online processing of tax applications and tax payment 
receipts. The Federal tax authority has just introduced 
electronic filing of withholding and personal income 
tax returns.

Proposed Tax Reforms

There are proposals for tax reforms which are geared 
towards achieving a business‑friendly tax framework 
and simplified tax administration. The reforms include 
a reduction in direct tax rates – the corporate income 
tax rate is to reduce from 30 percent to 20 percent, the 
top rate of personal income tax is to reduce from 25 
percent to 17.5 percent, and there is to be more focus 
on indirect taxation – the VAT rate is to increase from 
5 percent to 15 percent and other indirect taxes will 
be affected such as excise duties. The shift in focus 
is to widen the tax base and reduce the cost of tax 
collection. Further proposals include the expansion of 
the double taxation treaty network, moderation of tax 
incentives, the elimination of multiple taxes, simplified 
tax laws, unified tax registration and generally 
improved tax administration.

There is still much to do with regard to the 
consolidation of the number of taxes on profits. 
Furthermore despite the fact that many countries now 
have electronic filing and payment of business taxes, 
there is no concrete plan as yet in Nigeria to start filing 
tax returns online in order to reduce time spent on 
paying taxes and contact with tax officers.
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How are companies selected for a tax audit (by the 
fiscal authorities)? 

The way in which companies are selected for a tax 
audit, and the subsequent way in which the audit is 
conducted, can be a source of concern for companies 
and can add to the perception of complexity. Therefore 
the responses to this question provide a useful starting 
point in assessing how the tone and stance of the 
tax authority will impact. Figure 2.27 shows the wide 
range of responses to the question.

It is perhaps surprising that a significant number of 
tax authorities in all regions of the world still select 
companies for tax audit on a random basis. This is not 
only an issue for business. Increasingly, governments 
are coming under pressure to use their resources 
efficiently and the tax authorities are not exempt from 
this pressure. The OECD, in guidance notes issued 
from its Centre for Tax Policy and Administration, 
recognises the need to assess and manage revenue 
risk, noting that not to do so puts resource allocation 
decisions open to question and criticism, with the 
potential to lose tax revenue. Efficient methods of 
auditing tax returns are therefore important and some 
sort of selection criteria which focuses the work of the 
tax authority will help to improve the efficiency of the 
tax collection process. This is a potential win‑win for 
business and government. 

The contributors noted a range of responses – in some 
cases companies can be selected for audit in many 
different ways and Figure 2.27 records the incidence 
of each selection criteria occurring. In Namibia 
a company can be selected randomly via a risk 
analysis when they apply for a tax repayment, or else 
depending on their industry group. In Korea, an audit 
can be triggered when the company asks for a refund, 
otherwise the tax authority tries to audit a company 
once every five years, as the Statute of Limitations is 
five years.

Figure 2.27 
How are companies selected for a tax audit?

% influence of each factor

     Geographical group
Source: Doing Business non‑indicator data
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on whether or not their system is ambiguous. In its 
response, Brazil mentions the varying treatments for 
similar operations across numerous tax authorities and 
a vast array of legislative and administrative acts which 
are the subject of frequent amendment. Most of the G8 
countries also suggest there is ambiguity in their laws. 
In Italy, our respondent mentions that some complexity 
is due to the fact that there is not a unique tax or social 
security contribution code, and reference is made to 
different laws where rules are potentially applicable. In 
addition, changes in the laws are frequent. 

This is also the case for the majority of the ASEAN 
countries. In Vietnam, for example, the experience is 
that guidance is required in addition to ‘official letters’ 
and that interpretation of the legislation can vary 
by location.
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Availability of tax revenue data from government

Governments are important stakeholders in the 
success of businesses. To fund the necessary 
expenditure it is heavily dependent on business, and 
this, in turn, depends on the business being profitable; 
the employment it generates; the goods and services 
consumed and supplied; and the company making its 
contribution to public finances by paying taxes. It is 
important for government that the tax system provides 
a platform to promote sustainable prosperity.

How easy it is to pay its taxes is an important issue for 
business. The World Bank Enterprise surveys indicate 
that tax rates and tax administration are among the top 
obstacles for business. The PricewaterhouseCoopers 
CEO survey conducted in 20073 also shows that 
in the largest countries, taxation, along with labour 
laws, is the area which they would most like to see 
improved. The existence of a constructive dialogue on 
tax between business and government is therefore key 
in helping to build trust, confidence and a willingness 
to invest. 

Understanding all of the taxes contributed by 
business is an essential part of this process and 
studies like the World Bank – IFC Doing Business 
project and the empirical work undertaken by 
PricewaterhouseCoopers with groups of large 
companies in an increasing number of countries help 
inform government and business. 

There is also a growing recognition by business that 
what a company pays in taxes is not just a cost 
but also an investment in the country in which it 
operates. Business recognises the need to contribute 
through taxes (or sometimes more directly) to the 
infrastructure and the well‑being of the population at 
large. Understanding government policy on tax and 

3  In the 11th annual CEO survey published by PwC in 2007.

Figure 2.28 
Do governments publish information on tax 
revenues? (ASEAN region)

Note:	Lao	PDR	did	not	answer	this	question
Source: Doing Business non‑indicator data
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how tax revenues are spent is also therefore important 
for business, so that companies can see where their 
contributions are going. Part of the effective contract 
between business and government should be that 
government provides clear and transparent information 
about tax revenues and public spending to enhance 
trust and confidence in the system.

The additional questions, included in the questionnaire 
(set out on page 49), aim to obtain an initial impression 
of how available government information is on the 
taxes it collects.

Globally 38 percent of economies did not respond 
to the question and this was particularly so for 
countries within the African Union. Contributors from 
26 countries actually said that tax revenue data is 
not available. This included two ASEAN countries. 
See Figure 2.28.
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Reform in the Netherlands 

Professor Roland Brandsma – PricewaterhouseCoopers Tax Advisors

The Paying Taxes 2008 report gave rise to some lively 
political discussion in the Netherlands. In a formal 
reaction to the report, the Dutch State Secretary of 
Finance expressed his satisfaction with the improved 
position of the Netherlands on the Paying Taxes 
ranking, compared to the preceding year. He stated, 
nevertheless, that the Government will not stand still in 
these matters and that it is intending to propose more 
measures to reduce the administrative burden and to 
simplify the tax legislation and regulations, in order to 
reduce the ‘time to comply’ indicator.

The Paying Taxes 2009 report shows a further 
reduction	of	the	TTR	in	the	Netherlands	and	an	
improved ranking for this indicator. One reason for 
this is the effect of the ‘grand corporate income tax 
reform’, effective as of 2007. However there is no 
reduction shown in the ‘time to comply’ indicator, 
implying that further action is necessary in this respect. 
The Dutch government should perhaps take a closer 
look at the administrative burden regarding wage 
taxes, as this burden is still very heavy.

For some time there has been an ability to request 
advance tax rulings (or advanced pricing agreements) 
from the Dutch tax authorities, to secure certainty 
in advance on the tax consequences of a certain 
structuring. To improve the tax regime further in 
recent years, several new administrative tax measures 
have been introduced for business, but these have 
not improved the number of hours or the number of 
payment indicators for the case study company. These 
measures are outside the scope of the core indicators 
and include the ability to enter into a so‑called 
‘enhanced relationship’ with the Dutch tax authorities 
– a process also known as horizontal monitoring. This 
was initiated in 2005 when the Dutch tax authorities 
started to conclude compliance covenants with a pilot 
group of 40 large companies. Since then, it has been 
further adopted in tax practice. 

There are signs that the Dutch government is 
considering seeking room for further improvements 
to the current tax regime in the Netherlands, including 
measures such as further streamlining of the various 
interest deduction restriction regulations, or a general 
replacement of these restrictions by tax, exempting 
all group interest, either received or paid. Also, the 
well known participation exemption could be further 
simplified which would reduce the administrative 
tax burden. 

The political discussion has led to parliamentary 
debate, which is ongoing. The discussion focuses on 
the corporate income tax paid by Dutch multinationals. 
More specifically, it concentrates on the tax burden of 
multinationals in comparison to the tax burden of small 
and medium sized companies in the Netherlands. 
At the request of members of the Lower House 
of Parliament, the State Secretary of Finance has 
started an investigation regarding the allocation of the 
corporate income tax burden in the Netherlands. The 
current political debate shows, at the very least, that 
the Dutch government is taking the research results of 
the Paying Taxes study very seriously. The outcome of 
the Government investigation is expected by the end 
of autumn 2008.

The political debate prompted 
PricewaterhouseCoopers in the Netherlands to 
initiate a small‑scale study among a number of listed 
companies, to gain insight into their tax costs. This 
research looks purposefully beyond corporate income 
tax at the four biggest taxes (cash expenditures) of the 
companies. Furthermore, this survey has the objective 
of understanding how the current tax climate is 
perceived by these companies. 
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Paying Taxes issues relevant in Poland

Katarzyna Czarnecka‑Zochowska – PricewaterhouseCoopers Sp. z o.o.

Several of the issues raised by the annual Paying 
Taxes publication have been addressed in Poland. 

Measures have been implemented to decrease 
the rates of taxation as they related to labour. This 
included the social security contributions and personal 
income tax (PIT). 

The social security rates were cut in two steps with 
some changes being effective from 1 July 2007, while 
others came into force on 1 January 2008. Overall, the 
employee’s share of the social security contributions 
was cut by 5 percentage points and the employer’s 
share dropped by 2 percentage points. As a result 
the employee’s share is now 13.71 percent, while the 
employer’s share is in the range of 17.48  percent – 
20.41  percent. It is still considered to be high but 
significant improvement has been made. 

To date reform has only really manifested itself in 
cutting tax rates, which is in line with the Paying Taxes 
findings that cutting rates is currently the most popular 
reform. However, other issues raised by Paying Taxes 
are becoming increasingly influential, and further 
positive change is expected in the future. Poland’s 
Paying Taxes ranking is often quoted in debates on 
taxes in Poland and proves to be a useful catalyst 
to discussions around the fact that the country’s 
mediocre performance in the rankings is largely due 
to the administrative indicators measuring the hours 
spent on tax compliance and the number of tax 
payments made per year.

The high compliance burden levied on Polish 
businesses is an issue which takes the debate 
beyond the area of tax. To address the issues 
the Polish Parliament has established a special 

parliamentary commission with the specific task 
of drafting appropriate legislative measures, 
PricewaterhouseCoopers has been asked to attend 
and to comment on the tax issues. The Paying Taxes 
publication has been actively used during the initial 
hearings of the commission and has been influential 
in helping to determine the agenda. At the request 
of the commission, PricewaterhouseCoopers has 
drafted a number of amendments to the law with a 
view to improving the general tax procedures as well 
simplifying the process specifically for tax settlements 
within the areas of VAT and income taxes. There 
has been a particular focus on draft regulations on 
e‑invoicing and on delaying the effect of initial tax 
decisions until they are verified by the administrative 
court. In light of these steps, decisions have been 
taken that further legislative change should be 
addressed and further reforms are expected in the 
near future.

Help has also been given to the Civic Platform with 
advice on the flat tax plan which looks to broaden 
the tax base, radically simplify the tax settlements 
procedures and introduce a single 15 percent income 
tax rate applicable to all businesses and individuals. 

PricewaterhouseCoopers Poland has also recently 
co‑authored	a	report	with	the	FOR	Foundation	
established by Professor Leszek Balcerowicz, former 
minister of finance. The report includes an assessment 
of the inefficiencies in the Polish tax system as well as 
suggestions for improvement. 
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Summary

•	 	The	number	of	levels	of	tax	authority	and	the	
number of separate authorities can add to the 
complexity of a tax system. 

•	 	There	are	some	interesting	examples	of	economies	
that have multiple levels of tax administration. 
This suggests increased complexity.

•	 	Labour	taxes	and	social	security	contributions	
are often dealt with by separate government 
authorities.

•	 	Ambiguity	in	a	tax	system	can	increase	the	
perception of complexity and uncertainty. Over 50 
percent of contributors to the Paying Taxes study 
report who responded on this issue see their tax 
laws as ambiguous.

•	 	The	way	in	which	companies	are	selected	for	tax	
audit can impact the perception of complexity and 
uncertainty. A surprising number of contributors 
report that they still experience companies being 
selected on a random basis.

•	 	Transparency	around	the	taxes	collected	by	
government and broader government fiscal strategy 
can assist with securing the trust of business. 
26 contributors reported that such information is 
not available. 
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There is no doubt that in addition to being a way of raising revenues for 
necessary public expenditures, tax systems have been and continue to 
be used by governments to influence the behaviour of individuals and 
businesses.

Accordingly, additional questions have been included in the data request 
this year to look at this in the context of the case study company. 
However the discussion here should not be seen as analysing the 
advantages or drawbacks of using taxes in this way. 

As with the questions in Section 2 of this Chapter, these questions result 
in subjective judgements. Also, answering these questions was not 
compulsory for contributors, nor have the answers supplied been subject 
to the rigorous checking that is applied by the World Bank to the indicator 
data. Again, our purpose in highlighting this data is to seek views on its 
usefulness and to gauge whether the process for requesting and checking 
should therefore be extended.

Tax incentives

Around the world there are many examples of tax being used as an 
incentive but, for the Paying Taxes case study company, the focus 
is on general incentives for small business and in particular for 
research	&	development.	

Also, whilst no specific questions were asked, we make some 
observations around environmental taxes in the context of taxes being 
used to change behaviours.

Contributors were asked questions concerning the existence of two 
sorts	of	tax	incentives	–	Research	&	Development	Tax	Credits	(‘R&D’)	
and incentives for Small and Medium Sized Enterprises (‘SMEs’). 
Figures 3.1 and 3.2 opposite summarise the results.

Globally, of those who responded, over 40 percent of contributors said 
that their economy has a special regime for small and medium sized 
enterprise. The average was generally higher in the EU, G8 and OECD 
groupings.	All	of	the	BRIC	countries	have	an	SME	initiative	regime.

Influencing behaviour: 
tax incentives and 
environmental taxes
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SME regimes do not necessarily apply a lower 
rate of tax. They may offer enhanced reliefs to 
SMEs and lower compliance burdens in the form 
of size‑based tax audits. Other countries do not 
require the sort of advance tax instalment payments 
from SMEs that large companies are required to 
make. In New Zealand, the tax authority released a 
discussion document relating to small and medium 
sized enterprises which proposed a wide variety of 
concessions for such companies, including simplifying 
the rules relating to non‑deductible expenditure.

A similar number of countries globally offer incentives 
for	research	and	development	(R&D)	activity.	In	the	
OECD this percentage is much higher, at over 80 
percent. It is also high for the G8 (over 70 percent) and 
for	the	EU	(over	70	percent).	All	of	the	BRIC	countries	
offer these incentives.

It is interesting to note not only the comparison 
between regions but also the different emphasis 
placed on the different incentives within regions. 
67 percent of the ASEAN respondents indicated they 

A PricewaterhouseCoopers commentary on the results 
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Figure 3.1 
Is there a special regime for small and medium sized 
enterprise?

Note: Please see below for the percentage of responses in each group
Source: Doing Business non‑indicator data
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Figure 3.2 
Does the country tax system offer a tax incentive for 
carrying	out	Research	and	Development	activities?

Note: Please see below for the percentage of responses in each group
Source: Doing Business non‑indicator data
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have	R&D	incentives,	compared	to	33	percent	for	SME	
incentives.	The	high	level	of	R&D	incentives	is	perhaps	
not surprising given the emphasis on high technology 
industry in this region.

In Thailand, an additional deduction equal to 100 
percent of the expenses incurred for research and 
development may be allowed if certain requirements 
are met. In Brunei a double deduction is available for 
companies	on	R&D	expenditure	and	in	Malaysia	a	
double	deduction	can	also	be	available	for	“approved”	
R&D	companies.

Respondents	in	the	African	Union	and	Latin	America	
and the Caribbean show the lowest levels of 
R&D	incentives.	

however, it is worth noting that there are good 
examples	of	R&D	incentives	being	applied	in	Africa.	
The case study company in South Africa qualifies for 
a deduction amounting to 150 percent of qualifying 
R&D	expenditure.	Capital	allowances	are	also	available	
for any building (or part thereof), machinery, plant, 
implement, utensil or article used in the activity.

Environmental taxes

An environmental tax has been defined as “A tax 
whose tax base is a physical unit (or a proxy of it) 
that has a proven specific negative impact on the 
environment. Four subsets of environmental taxes 
are distinguished: energy taxes, transport taxes, 
pollution	taxes	and	resources	taxes...”.1 Many 
economies have introduced what they would say are 
new environmental taxes. Many of these are levied 

1 United Nations, European Commission, International Monetary Fund, 
Organisation for Economic Co‑operation and Development, World Bank, 
2005, Handbook of National Accounting: Integrated Environmental and 
Economic	Accounting	2003,	Studies	in	Methods,	Series	F,	No.61,	Rev.1,	
Glossary,	United	Nations,	New	York,	paras.	2.102	&	6.26.

on companies. The aim of these taxes is both to 
encourage companies to change behaviours so that 
they operate in a way which benefits the environment, 
and to achieve specific environmental objectives and 
targets set by government and international bodies. 
Some economies have also adopted and adjusted 
existing taxes (often known as “quasi‑environmental 
taxes”,	such	as	fuel	consumption	tax).	

For example, in the UK, the Office of National 
Statistics categorises fuel duty (levied on the 
purchase of petrol), vehicle excise duty (levied on 
the ownership of vehicles), air passenger duty (levied 
on each person taking a flight), climate change levy 
(levied on the purchase of energy), landfill tax (levied 
on the disposal of waste) and aggregates levy (levied 
on the production and use of certain aggregates) as 
environmental taxes. The Netherlands has a waste tax 
levied on companies, Ireland has the Plastic Bag tax 
levied on individuals and the use of plastic bags, and 
Canada also has Air Passenger Duty.

Environmental taxes exist within the Paying Taxes 
data but only to the extent that they would apply 
to the case study company. To the extent they 
exist they will be included within the ‘other taxes 
category’. Generally, due to the assumptions made 
for the case study company, waste taxes are the only 
environmental taxes captured by the data.

In	Romania,	for	example,	packaging	taxes	are	
included. In the UK the company is liable to landfill tax 
for the waste it produces. 

The	“quasi‑environmental	taxes”	referred	to	above	
are also captured by the Paying Taxes data and are 
classified	as	“other	taxes”.	It	is	arguable	however	
whether these are properly described as environmental 
taxes, but if it is accepted that they are, then the 
incidence of environmental taxes in Paying Taxes data 
is high in all regions. 
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At present it is not possible to answer the question: 
‘do environmental taxes really influence behaviour?’ 
in a global context. However, some empirical work 
performed in the UK by PricewaterhouseCoopers 
on the impact of environmental taxes sought to 
understand the impact of environmental taxes on 
behaviour.2 Data was collected in 2007 from 151 
companies representing a mix of types of commercial 
activities and size of companies. The report concluded 
that of the seven taxes classed as environmental taxes 
by the Office of National Statistics, the impact on 
behaviour was varied. See Figure 3.3.

Companies only see three taxes3 as very or fairly 
effective in terms of influencing behaviour. These 
are the landfill tax (74 percent), aggregates levy (63 
percent) and the climate change levy (59 percent). 
None of the other taxes (also considered to be 
quasi‑environmental taxes) score above 50 percent 
and on average they gain support from just 24 percent 
of respondents, with Air Passenger Duty (APD) seen as 
effective by just 17 percent of companies4.

The findings show a clear distinction in terms of 
effectiveness in changing corporate behaviour 
between taxes that have a very clear environmental 
goal and were designed specifically for the task 
(such as the landfill tax), and other taxes that were 
not originally designed to tackle the environment and 
climate change but have environmental consequences 
(such as fuel duty), or taxes which are less explicitly 
linked to polluting behaviour, such as APD.

The debate about the success of environmental 
taxes is ongoing. It is an area in which there 

2 Saving the planet – can tax and regulation help? A 
PricewaterhouseCoopers LLP discussion paper, July 2007.

3 It should be noted that the definition of a tax for the purposes of this 
survey was taken from the Office of National Statistics.

4 The UK government has announced its intention to change the way this 
tax operates from November 2009.

is likely to be increasing focus, as issues 
around climate change gather momentum in 
the international community and with individual 
governments.

The incidence of environmental taxes is expected to 
grow, and their impact on the ease of paying taxes will 
need to be carefully monitored and judged against the 
ability of these taxes to achieve their ‘green goals’. In 
view of the assumptions made for studies like Paying 
Taxes and the limited impact that these taxes may 
have on the case study, it will be important to ask 
additional questions to capture the progress of this 
important area.

Figure 3.3 
Effectiveness of environmental taxes in changing 
behaviour in the UK

Source: Saving the Plant – can tax and regulation help? 
A PricewaterhouseCoopers LLP discussion paper, July 2007
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Summary 

•	 	On	average	between	40	percent	and	50	percent	of	
economies responding to these questions indicated 
that	their	economy	has	SME	and	R&D	incentives	
included within their tax systems.

•	 	The	proportion	saying	that	they	have	these	
incentives is highest in the OECD, G8 and 
BRIC	groupings.

•	 	Environmental	taxes	have	the	potential	to	be	used	
to change behaviours. A wider set of questions 
will need to be asked to assess if there is a trend 
to introduce such taxes, and to find out whether 
they are perceived as being effective in achieving 
environmental objectives.
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Canada – attracting the interest of government

Tom O’Brien – PricewaterhouseCoopers LLP

The North American launch of Paying Taxes 2008 in 
Toronto, Ontario and the release of the Canadian Total 
Tax Contribution survey results in early 2008 attracted 
the attention of Canadian federal and provincial 
government officials. 

During the past year, the Canadian Total Tax 
Contribution team met with several provincial 
Ministries of the largest provinces to discuss the 
survey results and the implications for their tax policy 
reforms. In a few cases, the meetings were with 
the Ministers of Finance directly. As Canada has a 
multi‑jurisdictional tax regime (the federal government 
and each province has the power to levy their own 
taxes), provincial taxing authorities continue to be 
concerned about the domestic competitiveness of 
their tax regime and the ability to attract international 
investment and raise revenues. In response to requests 
from the provincial Ministries, the 2008 Canadian Total 

Contribution survey will be expanded to collect data by 
province.	Results	will	provide	the	Ministries	with	more	
detailed information that will allow them to assess their 
competitiveness within Canada beyond a comparison 
of corporate income tax rates.

However, the desire for domestic competitiveness 
must be balanced with the need to create a tax system 
that is easy for businesses operating in more than one 
Canadian jurisdiction to administer. As the number 
of provincial‑specific taxes and credits increase, so 
does	the	time	spent	to	comply.	Recognising	this,	the	
provincial Ministries were particularly interested in 
the compliance costs data and the number of taxing 
points in their jurisdiction. All Ministries expressed 
an interest in ensuring that their tax systems are 
competitive not just in the amount of taxes borne and 
collected, but also in the amount of time and dollars 
to comply.

Kenya responds to Paying Taxes

Steve Okello – PricewaterhouseCoopers Limited 

Kenya is very proud of the reforms it has undertaken 
over the last two years with regards to improving 
the various measures of the ease of doing business. 
Initially Government was defensive and sceptical of the 
Paying Taxes report and its findings which rated Kenya 
very poorly compared to its neighbours and peers in 
the region. 

Time was taken to discuss the process of how the 
Doing Business data collection works and what is 
measured. Examples were given of what was causing 
the low ranking; the fact that there were five different 
tax payment dates in every month; a different date 
for PAYE, withholding tax, VAT, social security etc. 

Examples were also given of the various forms that are 
required to be filled in and filed with every tax payment, 
forms that in fact the tax authorities never use. 

Several easy quick wins were agreed which did 
not require legislative change. Also the Ministry of 
Finance set up a reform program called the Business 
Regulatory	Reform	Unit.	As	a	result	of	this	initiative	
and the reforms implemented, Kenya has been noted 
as one of the top reformers by the World Bank IFC 
Doing Business report for 2008. The unit is currently 
taking a leading role in identifying and fast tracking 
measures aimed at improving Kenya’s ranking on the 
Doing Business indicators.
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All countries have a requirement to raise taxes and the task of 
governments in meeting this requirement is not an easy one. The ways 
of raising taxes are legion; as are the pressures that governments have 
to respond to. Is there, then, such a thing as a ‘good’ tax system?

The Doing Business project highlights aspects of the participating 
economies’ tax systems as they apply to and affect small to medium 
sized domestic businesses, facilitating the comparison of the world’s 
tax systems by reference to a standard case study company and a 
consistent set of assumptions. The objective is to provide quantitative 
data to inform and to stimulate discussion. In this spirit, we offer 
below some suggestions for what might be seen as the hallmarks of 
a ‘good’ tax system. These have been distilled from discussions with 
business, governments and others, leavened with some thoughts of 
PricewaterhouseCoopers colleagues in many locations around the world. 

As a starting point, we have listed 20 hallmarks, but these will need further 
development over time. We offer these as starters in a debate and would 
welcome observations from readers of this report. We intend to develop 
this list over the coming year and consider including direct questions 
around this as part of next year’s Paying Taxes study. 

What makes a good 
tax system? A PwC 
perspective

Section 4
A PricewaterhouseCoopers commentary on the results
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Suggested hallmarks of a good tax system.

To have a clear purpose

1.  The tax system is designed to raise specified 
amounts of revenue to fund public expenditure.

2.  It aims to balance a country’s budget, probably 
over a period.

3.  It considers social objectives such as issues of 
redistribution.

4.  It has regard to the ability to pay tax – is 
progressive.

To be strategic

5.  The tax system is stable and consistent, to ensure 
that long term investment decisions can be taken, 
confident in the knowledge that the tax rules will 
not change significantly the commercial validity of 
those decisions.

6.  It aims to take a fair proportion of the value of 
the country’s natural resources in tax revenues, 
whilst allowing those operating in such areas 
the opportunity to achieve a fair reward for 
their efforts.

7.  It helps, rather than hinders, business and trade. 
If the country wishes to trade internationally, the 
tax system must be competitive and have regard 
to how systems in other economies operate.

8.  It is flexible and responsive to economic and 
social change within a country. To have the 
potential not just to raise revenues, but also to 
encourage changes in behaviour which society is 
agreed upon.

To be coherent and efficient

9.  The tax system has mechanisms in place 
to allow for proper prior consultation with 
relevant stakeholders, helping to assist and 
inform policy makers and those responsible 
for drafting legislation. Consultation may 
help implement legislation which achieves 
stated objectives.

10.  It is understandable, clear, and easily accessible.

11.  It ensures the interaction between taxes is 
fully considered and operates sensibly. This 
consideration should extend to multinational 
interactions if the country has international links 
of importance.

12.  It minimises the administrative burden on both 
taxpayers (particularly business) and government 
for the preparation, filing, and payment of taxes. 
Online filing and the consolidation of the number 
of taxes may assist. 

Fair and transparent application of legislation

13.  The tax rules should be in legislation that is 
accessible to users, rather than being dependent 
on the practice of the tax authorities.

14.  The tax system should be enforced in a 
consistent manner by the tax authorities.

15.  There should be a clear and accessible route for 
taking and resolving a dispute between taxpayers 
and the tax authorities, and one that operates to a 
sensible timescale.

16.  Domestic tax legislation should be consistent with 
wider law both international and non tax.

A PricewaterhouseCoopers commentary on the results
What makes a good tax system? A PricewaterhouseCoopers perspective
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A positive tone and stance by tax authorities which 
promotes cooperation

17.  There needs to be a recognition that tax 
authorities should support and help taxpayers as 
well as police them.

18.  Tax authorities and business should promote 
a constructive dialogue and move away from 
adversarial relationships.

19.  There needs to be recognition of the role of tax 
advisers as an important part of the smooth 
running of the tax system. 

20.  The system operates on a basis of mutual trust 
and respect: taxpayers are assumed to be honest 
unless or until proved otherwise and respond by 
being open and transparent in their dealings with 
the tax authorities.
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Increased recognition of tax complexity in Australia

Tim Cox ‑ PricewaterhouseCoopers Australia

There has been a significant change in the tax reform 
debate in Australia over the last few years. There is 
general acceptance today that Australia’s tax system 
is in need of reform as the rate of tax in Australia is 
increasingly high by global comparisons and Australia’s 
taxation system is unduly complex, providing an inhibitor 
to business and, in turn, economic growth.

Only a few years ago, this was not a common diagnosis. 
At that time, whilst tax reform was an agenda item for 
business, the debate was much more narrowly focused, 
and concentrated on the rate of corporate income tax and 
micro reform of corporate income tax law. Importantly, 
businesses’ push to reduce the corporate income tax rate 
was not resonating with the former Federal Government.

Now more than ever, stakeholders are focused 
and engaged on the need for structural reform 
of the taxation system. This was reflected in the 
PricewaterhouseCoopers 2008 Annual CEO Survey, 
where Australian CEOs indicated that taxation was the 
most important regulatory issue on their agenda. This is 
indicative of how far the tax reform debate has moved. 
It is structural, rather than micro, reform that is needed. 
It is a business issue, not a tax technical issue.

Today the issue is not whether or not there is a problem, 
but instead, how best to reform our overly complex 
system and high tax rate. The new Australian government 
has established a review of Australia’s Future Tax System. 
This review will consider all aspects of Australia’s tax 
system, other than goods and services tax. The review 
has been given 18 months to deliver its report, which will 
make recommendations aimed at creating a tax structure 
that will position Australia to deal with the challenges of 
the 21st century. 

PricewaterhouseCoopers’ Total Tax Contribution 
framework has played a significant role in the 
rapid transformation of the debate and in gaining 
acknowledgement that our tax system needs overhaul. 
The extent of the problems with Australia’s tax system 
was first outlined in the landmark 2007 Tax Nation 
report, a project jointly undertaken by PwC, the 
Business Council of Australia and the Corporate Tax 

Association, which measured the total tax contribution of 
our top 100 companies.

The 2007 Tax Nation report highlighted that, whilst 
government revenue from company tax received 
continued to grow both in amount and importance, the 
structural inefficiency of the tax system is a significant 
obstacle to business activity. The study identified 54 
business taxes that are potentially levied from business 
by Federal and State governments. This survey was 
followed up by a second survey in 2008, and the 2009 
survey will be released early in 2010.

On top of the empirical evidence of the problem 
identified in Tax Nation, the Paying Taxes studies have 
reinforced concerns about the structure and complexity 
of Australia’s tax system. Our ranking of 48 in the world 
this year for ease of paying taxes is rightly a cause for 
some concern.

Part of the reason for this ranking relates to the treatment 
of compulsory superannuation contributions and workers 
compensation payments as taxes by the World Bank 
– IFC Doing Business project. These payments, whilst 
compulsory, are clearly not taxes, as they are not paid 
to government. However, they are certainly a significant 
impost on Australian business. Therefore, any focus on 
the impact of the treatment of superannuation guarantee 
and workers’ compensation on Australia’s global 
ranking should be treated with caution. Nevertheless, 
all the global benchmarking points to Australia having 
some real challenges with its taxation system and 
its competitiveness.

With the reform process still in its early days, there is 
cause for optimism. Nevertheless, the challenge will be to 
achieve outcomes which satisfy the many stakeholders, 
not least of which are the State governments and the 
varying interests of different industry sectors. Whether 
a world‑class business taxation system is achieved 
remains to be seen. In the meantime, the transparency 
that the Total Tax Contribution framework has created, 
in relation to the system and its impact on individual 
companies, will continue to ensure the debate is 
properly focused.
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The Total Tax Rate for China

Rex Chan – PricewaterhouseCoopers Consultants (Shenzhen) Limited

The	TTR	takes	into	account	not	only	the	taxes	
that affect the income statement but also certain 
compulsory payments to government, e.g. social benefit 
contributions.	This	year,	China’s	TTR	is	79.9	percent:

Social Benefit 58.9%

Taxes 21.0%

Total	Tax	Rate 79.9%

China’s social security system in short

In China, both employers and employees are required to 
participate in a social security system. As a result, they 
are obliged to contribute various social benefits to the 
social insurance programmes based on the schemes 
for different locations. The major social insurance and 
funds covered by social insurance programmes include 
Pension, Medical insurance, Unemployment insurance, 
Work‑related injury insurance, Maternity insurance, and 
Housing fund.

Government departments, namely the Social Insurance 
Fund Management Centre and the Housing Fund 
Management Centre, are responsible for collecting and 
operating the social insurance fund. Companies need to 
withhold the employee social insurance premiums from 

the salaries of the employees and pay them together with 
the employer premiums to the relevant authorities on a 
monthly basis. 

In general, the social benefits are calculated based on the 
employer’s and employee’s respective contribution rate 
and the contribution base at the employee’s prior year 
average monthly salary, which is subject to a floor and a 
ceiling calculated based on the respective percentages of 
an average city salary. The relevant social insurance and 
funds contribution rates in Shanghai in 2007 are shown 
below.

In the Taxpayer Co.’s case, social benefits of 56 
employees (among the 60 employees in total) are 
calculated based on the floor of the contribution base 
since their salaries are below the average city salary.

China’s tax system

China taxes include income tax (e.g. corporate income 
tax and Individual Income Tax), turnover tax (e.g. 
Value‑added Tax, Consumption Tax and Business Tax), 
property	tax	(Urban	Real	Estate	Tax	or	Real	Property	Tax)	
as well as other taxes (e.g., Stamp Duty, Deed Tax, Land 
Appreciation Tax, etc) and local levies. Taxes are collected 
and administrated by state and/or local tax authorities.

Item Employer’s contribution Employee’s contribution Floor Ceiling

Pension 22% of employer’s prior 
year monthly average 
salary	(“EAS”)

8% of individual 
employee’s prior year 
average monthly salary 
(“IEAS”)

60% of prior year 
City Average 
Salary	(“CAS”)

300% of CAS

Unemployed insurance 2% of EAS 1% of IEAS 60% of CAS 300% of CAS

Basic medical insurance 12% of EAS 2% of IEAS 60% of CAS 300% of CAS

Work‑related injury insurance 0.5% of EAS N/A 60% of CAS 300% of CAS

Maternity Insurance 0.5% of EAS N/A 60% of CAS 300% of CAS

Housing 7% of EAS 7% of IEAS 60% of CAS 300% of CAS
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The tax rate of the Taxpayer Co. comprises:

Taxes % of Commercial Profit
Corporate income tax 11.5%
Urban Maintenance Tax 3.6%
Education Surcharge 1.5%
Land Use Tax 1.5%
Stamp Duty 1%
Real	Estate	Tax 0.9%
Business Tax 0.5%
Levies for construction and maintenance of river 
projects in Shanghai 

0.5%

Total 21.0%

Individual Income Tax, which is imposed on the 
employees’ income but is withheld by the companies, 
and Value‑added Tax, which is recoverable and should 
be borne by the end‑user, are not accounted for when 
calculating	the	TTR.

China’s corporate income tax (CIT) reform 2008

China has undertaken an income tax reform in 2008, 
aiming to optimise the tax collection and administration 
as well as to reduce the burden on taxpayers. The new 

CIT Law came into effect on 1 January 2008. It represents 
the consolidation of two separate enterprise income tax 
regimes for domestic enterprises and foreign investment 
enterprises into a single regime. The new CIT has 
reduced the standard tax rate from 33 percent to 25 
percent. A lower tax rate is available for qualified small 
and thin‑profit companies (20 percent) and for qualified 
high/new technological enterprises (15 percent). The 
new CIT Law removed certain deduction limitations on 
expenses, e.g. removing the deduction limit on the salary 
to allow all salary costs to be fully deducted. The new CIT 
Law also provides for a fundamental change in China’s 
tax incentive policy in terms of shaping and directing 
the future development of the country. The new regime 
adopts the “Predominantly Industry‑oriented, Limited 
Geography‑based”	tax	incentive	policy	to	encourage	
technological development, environment protection, 
energy conservation, production safety, venture capital 
and continuing investment in agriculture, forestry, animal 
husbandry, fisheries and infrastructure development.

What may happen next year in China’s TTR?

Since	CIT	only	represents	a	small	fraction	of	the	TTR,	the	
change	in	2010	TTR	for	China	is	unlikely	to	be	significant.

The main taxes in China includes the following:

Taxes Tax base Tax rate
Corporate income tax Taxable profit 33% in general
Individual Income Tax on salary* 
withheld by the employer

Salary 5%‑45%

Value‑added Tax Net sales 17% in general
Consumption Tax Value of the consumer products domestically 

produced or imported 
5%‑45% or fixed amount per unit

Business Tax Gross taxable income in general 3%‑20%
Customs Duties Dutiable value of goods imported / exported Subject to tariff
Stamp Duties Contractual amount 0.005%‑0.1%,	or	RMB5	per	piece
Vehicle and Vessel Tax Vehicle and vessel Fixed amount per unit
Deed Tax Value of the property obtained 3%‑5%
Land Appreciation Tax Gain on transfer of land and the building affixed 30%‑60%
Urban	Real	Estate	Tax	/	Real	Property	Tax Value of the real estate or the rental income 1.2% or 12%
Land Usage Tax Area of the land plot Fixed amount per square meter
Education Surcharge Value‑added Tax or Business Tax paid 3%
Urban Maintenance Construction Tax Value‑added Tax or Business Tax paid 7%

* The Individual Income Tax on other income is subject to different tax rates
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Paying Taxes helps maintain the focus on the need for administrative reforms 
in Ghana

Darcy White – PricewaterhouseCoopers Ghana Limited

In the past decade, Ghana has undertaken a number 
of tax reforms, with the objective of increasing the 
tax revenue base and ensuring efficiency in the tax 
system. A significant reform, which directly affected 
Customs Administration in Ghana, was the introduction 
of the Ghana Community Network (GCNET), and the 
Ghana Customs Management Systems (GCMS), which 
have drastically improved the turnaround time for 
clearing imported goods, reduced bureaucracy and 
paperwork and improved international trade. Another 
important reform, over the decade, has been the 
creation of the Large Tax Payers Unit (LTU) as a “one 
stop	shop”	for	tax	administration	for	large	taxpayers.

The Paying Taxes study, as part of the the World Bank 
Doing Business project, has helped generate a lot of 
public debate and discussion regarding improving 
public administration, with regular reference to Ghana’s 
rankings in the study. This has helped to keep the tax 
administrative issues in the public eye. 

In 2007, reforms to the tax system have included both 
administrative measures and a reduction in tax rates. 
Capital gains tax and other withholding tax rates have 
been reduced. In addition personal tax relief was also 
increased. This was to encourage Ghanaian taxpayers 
to file their annual tax returns. The tax filing culture 
in Ghana is still low, compared to other developed 
countries, so evidence of the success of these 
changes is still awaited. 

As part of the eGhana project, it is the intention of the 
government to link the various agencies:  the Internal 
Revenue	Service,	the	Value	Added	Tax	Service,	the	
Registrar	Generals	Department	and	the	Customs	
Excise and Preventive Service. With this linkage, it is 
expected that all loopholes in revenue collection would 
be blocked, and communication between the various 
agencies enhanced. 

Some of the reforms taking place relate to the 
computerisation and linking of the revenue collection 
systems.	The	Internal	Revenue	Service	(IRS)	is	linking	
up with the GCNET and GCMS of the Customs 
Excise and Preventive Service to enhance revenue 
collection. The GCNET which became operational in 
2003 is a computerised system for the processing 
and management of customs declarations and related 
activities.	On	integration	with	the	IRS,	income	tax	
receipts would be issued electronically at points 
where GCNET operates for the importers. The issue of 
electronic tax receipts is expected to eliminate fraud 
through the use of fake tax receipts, and streamline the 
payment of taxes for the importers. 

As part of efforts to broaden the tax base in 2007, 
Vehicle Income Tax stickers were introduced. By 
all indications, the initiative has been successful 
because it has brought within the system a number 
of commercial drivers which were hitherto not 
paying taxes.

The	National	Reconstruction	Levy	which	was	
introduced in 2001 was finally abolished for all entities, 
with effect from January 2007.

It is a generally accepted notion that a good and 
efficient tax system produces better and more 
responsible tax citizens as well as serving as an 
incentive for foreign investors.
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Rankings

Economy Ease of 
paying 

taxes

Tax 
payments

Time to 
comply

Total Tax 
Rate

Afghanistan 49 10 116 66

Albania 143 140 95 129

Algeria 166 111 156 167

Angola 130 94 113 138

Antigua and Barbuda 136 162 77 112

Argentina 134 16 157 175

Armenia 150 149 176 68

Australia 48 33 25 127

Austria 93 70 59 141

Azerbaijan 102 76 143 85

Bahamas 39 52 5 113

Bahrain 15 82 3 7

Bangladesh 90 66 123 79

Belarus 181 180 179 176

Belgium 64 30 52 146

Belize 53 127 50 26

Benin 165 161 105 165

Bhutan 82 57 115 80

Bolivia 176 131 178 168

Bosnia and Herzegovina 154 151 154 97

Botswana 17 57 43 10

Brazil 145 30 181 162

Brunei 35 44 48 73

Bulgaria 94 52 167 55

Burkina Faso 132 142 105 99

Burundi 114 99 43 180

Cambodia 24 86 42 17

Cameroon 171 131 180 134

Canada 28 16 30 105

Cape Verde 115 164 20 139

Central African Republic 178 158 160 177

Rankings

Economy Ease of 
paying 

taxes

Tax 
payments

Time to 
comply

Total Tax 
Rate

Chad 130 158 34 153

Chile 41 26 126 21

China 132 16 160 170

Colombia 141 94 98 169

Comoros 55 62 20 124

Congo, Dem. Rep. 153 99 124 178

Congo, Rep. 179 169 166 161

Costa Rica 152 139 119 143

Côte d'Ivoire 148 172 105 104

Croatia 33 52 68 40

Czech Republic 118 33 174 121

Denmark 13 16 41 31

Djibouti 61 116 26 76

Dominica 63 124 31 71

Dominican Republic 72 16 158 61

Ecuador 69 10 165 57

Egypt 144 91 171 109

El Salvador 124 154 127 56

Equatorial Guinea 161 143 122 151

Eritrea 105 56 79 171

Estonia 34 26 17 122

Ethiopia 37 62 71 34

Fiji 71 105 43 87

Finland 97 62 104 117

France 66 30 40 160

Gabon 101 84 113 101

Gambia 175 149 144 181

Georgia 110 92 145 75

Germany 80 49 68 128

Ghana 65 105 83 41

Greece 62 26 83 116

Appendix 1.1 
Ease of paying taxes rankings

(Please see Appendix 2 of this report for an explanation of the methodology.)
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Rankings

Economy Ease of 
paying 

taxes

Tax 
payments

Time to 
comply

Total Tax 
Rate

Grenada 74 92 43 103

Guatemala 120 126 137 67

Guinea 168 162 149 126

Guinea‑Bissau 117 143 78 107

Guyana 108 111 120 78

Haiti 91 134 54 81

Honduras 137 145 83 125

Hong Kong, China 3 4 15 18

Hungary 111 38 132 145

Iceland 32 94 43 22

India 169 168 111 163

Indonesia 116 151 103 72

Iran 104 70 137 98

Iraq 43 36 125 19

Ireland 6 16 12 28

Israel 77 105 89 47

Italy 128 44 133 166

Jamaica 173 175 148 133

Japan 112 36 139 142

Jordan 22 84 22 33

Kazakhstan 49 16 111 65

Kenya 158 131 150 132

Kiribati 10 7 31 38

Korea 43 38 97 45

Kuwait 9 38 29 5

Kyrgyz Republic 155 176 74 154

Lao PDR 113 111 163 46

Latvia 36 7 117 42

Lebanon 45 57 62 63

Lesotho 54 66 128 11

Liberia 59 99 53 62

Rankings

Economy Ease of 
paying 

taxes

Tax 
payments

Time to 
comply

Total Tax 
Rate

Lithuania 57 44 58 110

Luxembourg 14 70 6 14

Macedonia, FYR 27 127 11 12

Madagascar 92 82 93 94

Malawi 58 57 121 35

Malaysia 21 33 49 53

Maldives 1 1 1 2

Mali 156 165 105 135

Marshall Islands 88 66 36 159

Mauritania 174 124 170 174

Mauritius 11 7 56 16

Mexico 149 86 162 136

Micronesia 81 66 36 149

Moldova 123 154 91 90

Mongolia 79 134 76 32

Montenegro 139 177 141 37

Morocco 119 89 140 100

Mozambique 88 120 89 52

Namibia 96 120 142 20

Nepal 107 111 147 50

Netherlands 30 16 62 77

New Zealand 12 10 10 60

Nicaragua 162 171 94 155

Niger 120 134 105 91

Nigeria 120 116 175 39

Norway 18 4 19 88

Oman 8 38 8 15

Pakistan 124 145 163 29

Palau 86 57 36 164

Panama 172 166 159 130

Papua New Guinea 87 105 66 89
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Rankings

Economy Ease of 
paying 

taxes

Tax 
payments

Time to 
comply

Total Tax 
Rate

Paraguay 102 116 130 58

Peru 85 16 152 86

Philippines 129 145 67 131

Poland 142 127 151 83

Portugal 73 10 130 96

Puerto Rico 98 49 80 158

Qatar 2 1 3 3

Romania 146 181 74 119

Russia 134 70 155 123

Rwanda 56 111 54 44

Samoa 60 120 83 13

São Tomé and Principe 151 134 152 114

Saudi Arabia 7 38 14 6

Senegal 170 166 169 108

Serbia 126 172 117 49

Seychelles 40 49 12 111

Sierra Leone 160 89 146 179

Singapore 5 6 18 25

Slovakia 126 94 129 115

Slovenia 78 70 101 70

Solomon Islands 47 105 15 64

South Africa 23 16 73 51

Spain 84 10 91 152

Sri Lanka 164 170 98 157

St. Kitts and Nevis 95 80 60 137

St. Lucia 29 99 7 48

St. Vincent and the 
Grenadines

76 119 28 93

Sudan 67 134 62 36

Suriname 26 52 72 24

Swaziland 52 105 23 69

Rankings

Economy Ease of 
paying 

taxes

Tax 
payments

Time to 
comply

Total Tax 
Rate

Sweden 42 3 34 140

Switzerland 19 80 9 30

Syria 99 62 134 95

Taiwan, China 100 76 136 84

Tajikistan 159 158 83 172

Tanzania 109 148 60 102

Thailand 82 76 102 74

Timor‑Leste 75 44 168 27

Togo 147 154 105 120

Tonga 31 76 57 23

Trinidad and Tobago 51 127 26 43

Tunisia 106 70 88 150

Turkey 68 44 82 106

Uganda 70 99 81 54

Ukraine 180 178 172 147

United Arab Emirates 4 38 2 4

United Kingdom 16 10 24 59

United States 46 26 65 92

Uruguay 167 154 134 148

Uzbekistan 162 179 68 173

Vanuatu 20 94 31 1

Venezuela 177 174 173 144

Vietnam 140 99 177 82

West Bank and Gaza 25 86 51 9

Yemen 138 140 96 118

Zambia 38 120 39 8

Zimbabwe 157 153 98 156

75Paying Taxes 2009



Appendix 1
The data tables

Number of payments Rank

Economy Total tax 
payments

Corporate 
income tax 
payments

Labour tax 
payments

Other 
taxes 

payments

 Tax 
payments 

rank 

Afghanistan 8 1 0 7 10

Albania 44 13 12 19 140

Algeria 34 4 12 18 111

Angola 31 4 12 15 94

Antigua and 
Barbuda

56 13 24 19 162

Argentina 9 1 1 7 16

Armenia 50 13 12 25 149

Australia 12 1 4 7 33

Austria 22 1 4 17 70

Azerbaijan 23 1 12 10 76

Bahamas 17 0 12 5 52

Bahrain 25 0 24 1 82

Bangladesh 21 5 0 16 66

Belarus 112 24 24 64 180

Belgium 11 1 2 8 30

Belize 40 12 12 16 127

Benin 55 5 24 26 161

Bhutan 19 2 12 5 57

Bolivia 41 1 12 28 131

Bosnia and 
Herzegovina

51 12 12 27 151

Botswana 19 6 0 13 57

Brazil 11 2 2 7 30

Brunei 15 1 12 2 44

Bulgaria 17 2 1 14 52

Burkina Faso 45 1 24 20 142

Burundi 32 1 16 15 99

Cambodia 27 12 0 15 86

Cameroon 41 13 12 16 131

Canada 9 2 3 4 16

Cape Verde 57 4 24 29 164

Central African 
Republic

54 4 24 26 158

Number of payments Rank

Economy Total tax 
payments

Corporate 
income tax 
payments

Labour tax 
payments

Other 
taxes 

payments

 Tax 
payments 

rank 

Chad 54 12 24 18 158

Chile 10 1 1 8 26

China 9 2 1 6 16

Colombia 31 2 12 17 94

Comoros 20 2 0 18 62

Congo, Dem. 
Rep.

32 1 16 15 99

Congo, Rep. 61 5 37 19 169

Costa Rica 43 5 12 26 139

Côte d'Ivoire 66 3 24 39 172

Croatia 17 1 12 4 52

Czech Republic 12 1 2 9 33

Denmark 9 3 1 5 16

Djibouti 35 5 12 18 116

Dominica 38 5 12 21 124

Dominican 
Republic

9 1 4 4 16

Ecuador 8 2 1 5 10

Egypt 29 1 12 16 91

El Salvador 53 13 24 16 154

Equatorial Guinea 46 1 24 21 143

Eritrea 18 2 0 16 56

Estonia 10 1 0 9 26

Ethiopia 20 2 0 18 62

Fiji 33 4 14 15 105

Finland 20 13 3 4 62

France 11 1 2 8 30

Gabon 26 3 4 19 84

Gambia 50 6 13 31 149

Georgia 30 4 12 14 92

Germany 16 2 4 10 49

Ghana 33 6 12 15 105

Greece 10 1 1 8 26

Grenada 30 1 12 17 92

Appendix 1.2 
Tax payments (number per year)

(Please see Appendix 2 of this report for an explanation of the methodology.)
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Number of payments Rank

Economy Total tax 
payments

Corporate 
income tax 
payments

Labour tax 
payments

Other 
taxes 

payments

 Tax 
payments 

rank 

Guatemala 39 5 12 22 126

Guinea 56 2 36 18 162

Guinea‑Bissau 46 5 12 29 143

Guyana 34 6 12 16 111

Haiti 42 2 25 15 134

Honduras 47 5 13 29 145

Hong Kong, 
China

4 1 1 2 4

Hungary 14 2 4 8 38

Iceland 31 1 14 16 94

India 60 2 24 34 168

Indonesia 51 13 24 14 151

Iran 22 1 12 9 70

Iraq 13 1 12 0 36

Ireland 9 1 1 7 16

Israel 33 2 12 19 105

Italy 15 2 1 12 44

Jamaica 72 4 48 20 175

Japan 13 2 2 9 36

Jordan 26 2 12 12 84

Kazakhstan 9 1 1 7 16

Kenya 41 5 14 22 131

Kiribati 7 5 2 0 7

Korea 14 1 4 9 38

Kuwait 14 2 12 0 38

Kyrgyz Republic 75 12 12 51 176

Lao PDR 34 4 12 18 111

Latvia 7 1 1 5 7

Lebanon 19 1 12 6 57

Lesotho 21 5 0 16 66

Liberia 32 4 12 16 99

Lithuania 15 2 2 11 44

Luxembourg 22 2 12 8 70

Macedonia, FYR 40 12 12 16 127

Number of payments Rank

Economy Total tax 
payments

Corporate 
income tax 
payments

Labour tax 
payments

Other 
taxes 

payments

 Tax 
payments 

rank 

Madagascar 25 1 8 16 82

Malawi 19 2 1 16 57

Malaysia 12 1 2 9 33

Maldives 1 0 0 1 1

Mali 58 3 36 19 165

Marshall Islands 21 0 16 5 66

Mauritania 38 1 13 24 124

Mauritius 7 1 1 5 7

Mexico 27 1 18 8 86

Micronesia 21 4 4 13 66

Moldova 53 5 28 20 154

Mongolia 42 13 12 17 134

Montenegro 89 12 48 29 177

Morocco 28 1 12 15 89

Mozambique 37 7 12 18 120

Namibia 37 3 12 22 120

Nepal 34 3 12 19 111

Netherlands 9 1 1 7 16

New Zealand 8 1 2 5 10

Nicaragua 64 13 24 27 171

Niger 42 3 13 26 134

Nigeria 35 3 14 18 116

Norway 4 1 1 2 4

Oman 14 1 12 1 38

Pakistan 47 5 25 17 145

Palau 19 0 12 7 57

Panama 59 2 24 33 166

Papua New 
Guinea

33 1 13 19 105

Paraguay 35 5 12 18 116

Peru 9 1 2 6 16

Philippines 47 1 36 10 145

Poland 40 12 1 27 127

Portugal 8 1 1 6 10
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Number of payments Rank

Economy Total tax 
payments

Corporate 
income tax 
payments

Labour tax 
payments

Other 
taxes 

payments

 Tax 
payments 

rank 

Puerto Rico 16 5 6 5 49

Qatar 1 0 1 0 1

Romania 113 4 84 25 181

Russia 22 1 14 7 70

Rwanda 34 5 12 17 111

Samoa 37 5 24 8 120

São Tomé and 
Principe

42 1 12 29 134

Saudi Arabia 14 1 12 1 38

Senegal 59 3 36 20 166

Serbia 66 12 12 42 172

Seychelles 16 1 12 3 49

Sierra Leone 28 0 12 16 89

Singapore 5 1 1 3 6

Slovakia 31 1 12 18 94

Slovenia 22 1 12 9 70

Solomon Islands 33 5 12 16 105

South Africa 9 2 3 4 16

Spain 8 1 1 6 10

Sri Lanka 62 5 24 33 170

St. Kitts and 
Nevis

24 4 12 8 80

St. Lucia 32 1 12 19 99

St. Vincent and 
the Grenadines

36 4 12 20 119

Sudan 42 2 12 28 134

Suriname 17 4 0 13 52

Swaziland 33 2 13 18 105

Sweden 2 1 0 1 3

Switzerland 24 2 15 7 80

Syria 20 2 13 5 62

Number of payments Rank

Economy Total tax 
payments

Corporate 
income tax 
payments

Labour tax 
payments

Other 
taxes 

payments

 Tax 
payments 

rank 

Taiwan, China 23 3 3 17 76

Tajikistan 54 12 12 30 158

Tanzania 48 5 24 19 148

Thailand 23 2 13 8 76

Timor‑Leste 15 1 0 14 44

Togo 53 5 25 23 154

Tonga 23 1 0 22 76

Trinidad and 
Tobago

40 4 24 12 127

Tunisia 22 4 4 14 70

Turkey 15 1 1 13 44

Uganda 32 3 12 17 99

Ukraine 99 6 60 33 178

United Arab 
Emirates

14 0 12 2 38

United Kingdom 8 1 1 6 10

United States 10 2 3 5 26

Uruguay 53 1 24 28 154

Uzbekistan 106 16 12 78 179

Vanuatu 31 0 12 19 94

Venezuela 70 13 29 28 174

Vietnam 32 6 12 14 99

West Bank and 
Gaza

27 14 0 13 86

Yemen 44 1 24 19 140

Zambia 37 5 13 19 120

Zimbabwe 52 7 14 31 153
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Hours Rank

Economy Total tax 
time

Corporate 
income 

tax time

Labour 
tax time

Consumption 
tax time

Time 
rank 

Afghanistan 275 77 120 78 116

Albania 244 120 96 28 95

Algeria 451 152 189 110 156

Angola 272 80 96 96 113

Antigua and 
Barbuda

207 23 136 48 77

Argentina 453 105 108 240 157

Armenia 958 152 352 454 176

Australia 107 35 18 54 25

Austria 170 49 55 67 59

Azerbaijan 376 80 134 162 143

Bahamas 58 0 48 10 5

Bahrain 36 0 36 0 3

Bangladesh 302 140 0 162 123

Belarus 1188 960 180 48 179

Belgium 156 20 40 96 52

Belize 147 27 60 60 50

Benin 270 30 120 120 105

Bhutan 274 250 24 0 115

Bolivia 1080 120 480 480 178

Bosnia and 
Herzegovina

428 68 96 264 154

Botswana 140 40 40 60 43

Brazil 2600 736 491 1374 181

Brunei 144 66 78 0 48

Bulgaria 616 40 288 288 167

Burkina Faso 270 30 120 120 105

Burundi 140 80 48 12 43

Cambodia 137 23 48 66 42

Cameroon 1400 500 700 200 180

Canada 119 47 36 36 30

Hours Rank

Economy Total tax 
time

Corporate 
income 

tax time

Labour 
tax time

Consumption 
tax time

Time 
rank 

Cape Verde 100 16 36 48 20

Central African 
Republic

504 24 240 240 160

Chad 122 50 36 36 34

Chile 316 42 137 137 126

China 504 96 192 216 160

Colombia 256 40 102 114 98

Comoros 100 4 48 48 20

Congo, Dem. 
Rep.

308 116 96 96 124

Congo, Rep. 606 275 150 181 166

Costa Rica 282 18 132 132 119

Côte d'Ivoire 270 30 120 120 105

Croatia 196 60 96 40 68

Czech Republic 930 150 420 360 174

Denmark 135 25 70 40 41

Djibouti 114 30 36 48 26

Dominica 120 15 48 57 31

Dominican 
Republic

480 142 98 240 158

Ecuador 600 60 300 240 165

Egypt 711 112 311 288 171

El Salvador 320 128 96 96 127

Equatorial Guinea 296 80 120 96 122

Eritrea 216 24 96 96 79

Estonia 81 20 34 27 17

Ethiopia 198 150 24 24 71

Fiji 140 20 60 60 43

Finland 269 21 200 48 104

France 132 26 80 26 40

Gabon 272 80 96 96 113

Appendix 1.3 
Time to comply (hours per year)

(Please see Appendix 2 of this report for an explanation of the methodology.)
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Hours Rank

Economy Total tax 
time

Corporate 
income 

tax time

Labour 
tax time

Consumption 
tax time

Time 
rank 

Gambia 376 40 96 240 144

Georgia 387 140 67 180 145

Germany 196 30 123 43 68

Ghana 224 40 88 96 83

Greece 224 88 48 88 83

Grenada 140 8 96 36 43

Guatemala 344 44 144 156 137

Guinea 416 32 192 192 149

Guinea‑Bissau 208 160 24 24 78

Guyana 288 48 48 192 120

Haiti 160 40 72 48 54

Honduras 224 93 96 35 83

Hong Kong, 
China

80 50 30 0 15

Hungary 330 35 203 92 132

Iceland 140 40 60 40 43

India 271 47 96 128 111

Indonesia 266 88 97 81 103

Iran 344 32 240 72 137

Iraq 312 24 288 0 125

Ireland 76 10 36 30 12

Israel 230 110 60 60 89

Italy 334 37 264 33 133

Jamaica 414 30 336 48 148

Japan 355 180 140 35 139

Jordan 101 5 60 36 22

Kazakhstan 271 105 74 92 111

Kenya 417 60 57 300 150

Kiribati 120 24 96 0 31

Korea 250 120 80 50 97

Kuwait 118 70 48 0 29

Kyrgyz Republic 202 60 71 71 74

Lao PDR 560 80 252 228 163

Hours Rank

Economy Total tax 
time

Corporate 
income 

tax time

Labour 
tax time

Consumption 
tax time

Time 
rank 

Latvia 279 31 165 83 117

Lebanon 180 40 100 40 62

Lesotho 324 22 140 162 128

Liberia 158 57 59 42 53

Lithuania 166 32 76 58 58

Luxembourg 58.5 21 14 24 6

Macedonia, FYR 75 25 28 22 11

Madagascar 238 16 96 126 93

Malawi 292 100 162 30 121

Malaysia 145 28 87 30 49

Maldives 0 0 0 0 1

Mali 270 30 120 120 105

Marshall Islands 128 0 96 32 36

Mauritania 696 120 96 480 170

Mauritius 161 13 100 48 56

Mexico 549 143 192 214 162

Micronesia 128 32 96 0 36

Moldova 234 86 88 60 91

Mongolia 204 60 72 72 76

Montenegro 372 43 136 193 141

Morocco 358 70 48 240 140

Mozambique 230 50 60 120 89

Namibia 375 41 288 46 142

Nepal 408 120 96 192 147

Netherlands 180 40 80 60 62

New Zealand 70 25 30 15 10

Nicaragua 240 80 80 80 94

Niger 270 30 120 120 105

Nigeria 938 398 378 162 175

Norway 87 24 15 48 19

Oman 62 50 12 0 8

Pakistan 560 40 40 480 163

Palau 128 0 96 32 36

Appendix 1
The data tables

80



Hours Rank

Economy Total tax 
time

Corporate 
income 

tax time

Labour 
tax time

Consumption 
tax time

Time 
rank 

Panama 482 50 180 252 159

Papua New 
Guinea

194 153 9 33 66

Paraguay 328 40 144 144 130

Peru 424 40 192 192 152

Philippines 194.5 37 38 120 67

Poland 418 89 228 101 151

Portugal 328 40 192 96 130

Puerto Rico 218 80 60 78 80

Qatar 36 0 36 0 3

Romania 202 32 110 60 74

Russia 448 160 96 192 155

Rwanda 160 22 48 90 54

Samoa 224 80 96 48 83

São Tomé and 
Principe

424 40 192 192 152

Saudi Arabia 79 20 59 0 14

Senegal 666 120 96 450 169

Serbia 279 48 106 125 117

Seychelles 76 40 36 0 12

Sierra Leone 399 15 192 192 146

Singapore 84 34 10 40 18

Slovakia 325 61 120 144 129

Slovenia 260 90 96 74 101

Solomon Islands 80 8 30 42 15

South Africa 200 100 50 50 73

Spain 234 33 90 111 91

Sri Lanka 256 16 96 144 98

St. Kitts and 
Nevis

172 48 124 0 60

St. Lucia 61 11 50 0 7

St. Vincent and 
the Grenadines

117 14 52 51 28

Hours Rank

Economy Total tax 
time

Corporate 
income 

tax time

Labour 
tax time

Consumption 
tax time

Time 
rank 

Sudan 180 70 70 40 62

Suriname 199 127 24 48 72

Swaziland 104 8 48 48 23

Sweden 122 50 36 36 34

Switzerland 63 15 40 8 9

Syria 336 300 36 0 134

Taiwan, China 340 240 52 48 136

Tajikistan 224 80 48 96 83

Tanzania 172 60 60 52 60

Thailand 264 160 48 56 102

Timor‑Leste 640 480 160 0 168

Togo 270 30 120 120 105

Tonga 164 8 12 144 57

Trinidad and 
Tobago

114 30 60 24 26

Tunisia 228 96 36 96 88

Turkey 223 46 80 97 82

Uganda 222 42 90 90 81

Ukraine 848 186 416 246 172

United Arab 
Emirates

12 0 12 0 2

United Kingdom 105 35 45 25 24

United States 187 99 55 33 65

Uruguay 336 100 128 108 134

Uzbekistan 196 32 56 108 68

Vanuatu 120 0 24 96 31

Venezuela 864 120 360 384 173

Vietnam 1050 350 400 300 177

West Bank and 
Gaza

154 10 96 48 51

Yemen 248 56 72 120 96

Zambia 132 48 24 60 39

Zimbabwe 256 90 96 70 98
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Total Tax Rate Rank

Economy TTR Corporate 
income 
tax TTR

Labour 
tax TTR

Other taxes 
TTR

TTR 
Rank

Afghanistan 36.4% 0.0% 0.0% 36.4% 66

Albania 50.5% 16.7% 28.6% 5.2% 129

Algeria 74.2% 8.3% 30.2% 35.7% 167

Angola 53.2% 24.6% 9.0% 19.5% 138

Antigua and 
Barbuda

46.8% 31.2% 9.5% 6.2% 112

Argentina 108.1% 2.8% 29.4% 75.9% 175

Armenia 36.6% 12.1% 23.4% 1.1% 68

Australia 50.3% 27.2% 21.8% 1.2% 127

Austria 54.5% 15.1% 34.5% 4.9% 141

Azerbaijan 41.1% 13.8% 24.8% 2.5% 85

Bahamas 47.0% 0.0% 6.1% 40.9% 113

Bahrain 15.0% 0.0% 14.7% 0.4% 7

Bangladesh 39.5% 27.3% 0.0% 12.2% 79

Belarus 117.5% 22.0% 39.6% 55.8% 176

Belgium 58.1% 5.9% 50.4% 1.8% 146

Belize 28.2% 19.8% 7.0% 1.4% 26

Benin 73.2% 16.7% 32.7% 23.9% 165

Bhutan 39.8% 34.2% 1.1% 4.4% 80

Bolivia 78.1% 0.0% 15.5% 62.6% 168

Bosnia and 
Herzegovina

44.1% 21.5% 17.2% 5.4% 97

Botswana 17.1% 17.0% 0.0% 0.1% 10

Brazil 69.4% 21.3% 40.6% 7.5% 162

Brunei 37.4% 31.8% 5.6% 0.0% 73

Bulgaria 34.9% 4.2% 26.8% 3.9% 55

Burkina Faso 44.6% 15.2% 22.6% 6.9% 99

Burundi 278.7% 17.7% 7.8% 253.3% 180

Cambodia 22.6% 19.1% 0.0% 3.5% 17

Cameroon 51.4% 28.4% 18.3% 4.7% 134

Canada 45.4% 25.5% 12.6% 7.3% 105

Cape Verde 54.0% 22.0% 18.5% 13.5% 139

Central African 
Republic

203.8% 176.8% 8.1% 18.9% 177

Total Tax Rate Rank

Economy TTR Corporate 
income 
tax TTR

Labour 
tax TTR

Other taxes 
TTR

TTR 
Rank

Chad 60.5% 31.3% 23.9% 5.8% 153

Chile 25.9% 18.3% 3.8% 3.8% 21

China 79.9% 12.0% 58.9% 9.0% 170

Colombia 78.4% 17.9% 33.4% 27.1% 169

Comoros 48.8% 27.2% 0.0% 21.6% 124

Congo, Dem. 
Rep.

229.8% 0.0% 7.9% 221.9% 178

Congo, Rep. 65.5% 0.0% 32.9% 32.6% 161

Costa Rica 55.7% 19.8% 29.3% 6.6% 143

Côte d'Ivoire 45.4% 9.7% 20.1% 15.7% 104

Croatia 32.5% 11.4% 19.4% 1.7% 40

Czech Republic 48.6% 6.0% 39.5% 3.1% 121

Denmark 29.9% 23.5% 0.7% 5.7% 31

Djibouti 38.7% 17.7% 17.7% 3.3% 76

Dominica 37.0% 25.9% 7.9% 3.2% 71

Dominican 
Republic

35.7% 20.5% 13.4% 1.8% 61

Ecuador 34.9% 18.5% 13.7% 2.8% 57

Egypt 46.1% 13.6% 28.9% 3.6% 109

El Salvador 34.9% 17.0% 17.2% 0.7% 56

Equatorial Guinea 59.5% 13.5% 25.4% 20.6% 151

Eritrea 84.5% 8.8% 0.0% 75.8% 171

Estonia 48.6% 8.8% 38.3% 1.5% 122

Ethiopia 31.1% 26.8% 0.0% 4.3% 34

Fiji 41.5% 31.2% 10.2% 0.2% 87

Finland 47.8% 17.0% 29.7% 1.0% 117

France 65.4% 8.3% 51.3% 5.8% 160

Gabon 44.7% 19.7% 22.7% 2.3% 101

Gambia 292.4% 41.4% 12.8% 238.2% 181

Georgia 38.6% 14.1% 22.6% 2.0% 75

Germany 50.5% 22.7% 22.1% 5.7% 128

Ghana 32.7% 18.1% 14.1% 0.6% 41

Greece 47.4% 13.9% 31.7% 1.9% 116

Grenada 45.3% 27.6% 5.6% 12.1% 103

Appendix 1
The data tables

Appendix 1.4 
Total	Tax	Rate	(%	of	commercial	profits)
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Total Tax Rate Rank

Economy TTR Corporate 
income 
tax TTR

Labour 
tax TTR

Other taxes 
TTR

TTR 
Rank

Guatemala 36.5% 1.6% 14.3% 20.6% 67

Guinea 49.9% 21.8% 17.3% 10.8% 126

Guinea‑Bissau 45.9% 14.9% 24.8% 6.1% 107

Guyana 39.4% 26.6% 8.8% 4.0% 78

Haiti 40.1% 23.3% 12.4% 4.3% 81

Honduras 49.3% 27.4% 10.7% 11.1% 125

Hong Kong, 
China

24.2% 18.6% 5.3% 0.3% 18

Hungary 57.5% 9.1% 39.4% 8.9% 145

Iceland 26.8% 8.5% 12.8% 5.4% 22

India 71.5% 22.9% 18.2% 30.4% 163

Indonesia 37.3% 26.6% 10.6% 0.1% 72

Iran 44.2% 17.9% 25.9% 0.4% 98

Iraq 24.7% 11.1% 13.5% 0.0% 19

Ireland 28.8% 14.2% 12.1% 2.5% 28

Israel 33.9% 26.2% 5.3% 2.4% 47

Italy 73.3% 28.0% 43.2% 2.1% 166

Jamaica 51.3% 28.6% 13.0% 9.7% 133

Japan 55.4% 34.0% 16.2% 5.3% 142

Jordan 31.1% 15.1% 12.4% 3.6% 33

Kazakhstan 36.4% 15.6% 17.9% 2.8% 65

Kenya 50.9% 32.5% 6.8% 11.6% 132

Kiribati 31.8% 23.4% 8.5% 0.0% 38

Korea 33.7% 18.6% 13.4% 1.7% 45

Kuwait 14.4% 3.7% 10.7% 0.0% 5

Kyrgyz Republic 61.4% 3.0% 23.7% 34.7% 154

Lao PDR 33.7% 25.2% 5.6% 2.9% 46

Latvia 33.0% 2.2% 27.2% 3.7% 42

Lebanon 36.0% 12.0% 24.1% 0.0% 63

Lesotho 18.0% 14.5% 0.0% 3.4% 11

Liberia 35.8% 25.1% 5.4% 5.3% 62

Lithuania 46.4% 8.3% 35.2% 2.9% 110

Luxembourg 21.0% 4.1% 15.3% 1.6% 14

Macedonia, FYR 18.4% 14.0% 0.8% 3.5% 12

Total Tax Rate Rank

Economy TTR Corporate 
income 
tax TTR

Labour 
tax TTR

Other taxes 
TTR

TTR 
Rank

Madagascar 42.8% 19.6% 20.3% 2.9% 94

Malawi 31.4% 29.6% 1.1% 0.7% 35

Malaysia 34.5% 16.8% 15.6% 2.1% 53

Maldives 9.1% 0.0% 0.0% 9.1% 2

Mali 51.4% 13.3% 31.5% 6.7% 135

Marshall Islands 64.9% 0.0% 11.8% 53.0% 159

Mauritania 98.7% 0.0% 17.6% 81.1% 174

Mauritius 22.2% 11.3% 3.6% 7.3% 16

Mexico 51.5% 23.2% 27.0% 1.4% 136

Micronesia 58.7% 52.0% 6.8% 0.0% 149

Moldova 42.1% 10.4% 31.4% 0.3% 90

Mongolia 30.3% 6.8% 22.6% 1.0% 32

Montenegro 31.8% 9.6% 20.0% 2.2% 37

Morocco 44.6% 21.3% 21.5% 1.8% 100

Mozambique 34.3% 27.7% 4.5% 2.1% 52

Namibia 25.3% 16.7% 1.0% 7.6% 20

Nepal 34.1% 20.3% 11.3% 2.5% 50

Netherlands 39.1% 21.8% 15.9% 1.4% 77

New Zealand 35.6% 32.4% 2.4% 0.7% 60

Nicaragua 63.2% 24.9% 19.2% 19.2% 155

Niger 42.3% 14.9% 19.6% 7.8% 91

Nigeria 32.2% 21.8% 9.7% 0.7% 39

Norway 41.6% 24.4% 15.9% 1.3% 88

Oman 21.6% 9.7% 11.8% 0.1% 15

Pakistan 28.9% 13.9% 12.6% 2.3% 29

Palau 73.0% 0.0% 6.5% 66.5% 164

Panama 50.6% 16.9% 22.5% 11.2% 130

Papua New 
Guinea

41.7% 22.2% 10.9% 8.6% 89

Paraguay 35.0% 9.6% 18.6% 6.7% 58

Peru 41.2% 27.1% 11.8% 2.2% 86

Philippines 50.8% 26.3% 10.3% 14.2% 131

Poland 40.2% 13.0% 23.5% 3.7% 83

Portugal 43.6% 14.1% 26.8% 2.7% 96
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Total Tax Rate Rank

Economy TTR Corporate 
income 
tax TTR

Labour 
tax TTR

Other taxes 
TTR

TTR 
Rank

Puerto Rico 64.7% 25.3% 12.6% 26.9% 158

Qatar 11.3% 0.0% 11.3% 0.0% 3

Romania 48.0% 10.4% 35.5% 2.1% 119

Russia 48.7% 10.7% 31.8% 6.2% 123

Rwanda 33.7% 20.1% 5.7% 7.9% 44

Samoa 18.9% 11.9% 7.0% 0.0% 13

São Tomé and 
Principe

47.2% 35.5% 6.8% 4.9% 114

Saudi Arabia 14.5% 2.1% 12.4% 0.0% 6

Senegal 46.0% 14.8% 24.1% 7.0% 108

Serbia 34.0% 11.6% 20.2% 2.2% 49

Seychelles 46.6% 23.6% 22.6% 0.5% 111

Sierra Leone 233.5% 0.0% 11.3% 222.2% 179

Singapore 27.9% 7.9% 14.9% 5.1% 25

Slovakia 47.4% 6.8% 39.5% 1.0% 115

Slovenia 36.7% 13.0% 21.1% 2.6% 70

Solomon Islands 36.3% 24.9% 8.5% 3.0% 64

South Africa 34.2% 24.5% 2.3% 7.4% 51

Spain 60.2% 22.2% 37.2% 0.8% 152

Sri Lanka 63.7% 26.5% 16.9% 20.3% 157

St. Kitts and 
Nevis

52.7% 32.7% 11.3% 8.8% 137

St. Lucia 34.0% 25.5% 5.6% 2.9% 48

St. Vincent and 
the Grenadines

42.6% 35.2% 3.9% 3.4% 93

Sudan 31.6% 9.3% 19.2% 3.1% 36

Suriname 27.9% 27.9% 0.0% 0.0% 24

Swaziland 36.6% 28.1% 4.0% 4.5% 69

Sweden 54.5% 16.5% 36.4% 1.7% 140

Switzerland 28.9% 8.9% 16.7% 3.3% 30

Syria 43.5% 23.2% 19.3% 1.0% 95

Total Tax Rate Rank

Economy TTR Corporate 
income 
tax TTR

Labour 
tax TTR

Other taxes 
TTR

TTR 
Rank

Taiwan, China 40.4% 19.5% 16.7% 4.2% 84

Tajikistan 85.5% 17.7% 28.2% 39.7% 172

Tanzania 45.1% 19.8% 18.0% 7.3% 102

Thailand 37.8% 28.5% 5.7% 3.7% 74

Timor‑Leste 28.3% 27.8% 0.0% 0.6% 27

Togo 48.2% 13.2% 28.3% 6.6% 120

Tonga 27.5% 26.3% 0.0% 1.2% 23

Trinidad and 
Tobago

33.1% 21.6% 5.8% 5.8% 43

Tunisia 59.1% 11.9% 24.6% 22.5% 150

Turkey 45.5% 16.8% 24.5% 4.3% 106

Uganda 34.5% 22.0% 11.3% 1.3% 54

Ukraine 58.4% 11.5% 43.3% 3.7% 147

United Arab 
Emirates

14.4% 0.0% 14.1% 0.3% 4

United Kingdom 35.3% 21.0% 11.2% 3.1% 59

United States 42.3% 23.5% 9.6% 9.2% 92

Uruguay 58.5% 23.2% 10.5% 24.9% 148

Uzbekistan 90.6% 1.9% 27.1% 61.6% 173

Vanuatu 8.4% 0.0% 4.5% 3.9% 1

Venezuela 56.6% 10.3% 26.9% 19.4% 144

Vietnam 40.1% 20.6% 19.2% 0.3% 82

West Bank and 
Gaza

16.8% 16.2% 0.0% 0.6% 9

Yemen 47.8% 35.1% 11.3% 1.4% 118

Zambia 16.1% 1.7% 10.4% 4.0% 8

Zimbabwe 63.7% 0.0% 4.7% 59.0% 156
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Appendix 2 
Methodology

Introduction

The Paying Taxes indicator is one of ten indicators 
assessed as part of the World Bank – IFC’s annual 
Doing Business report which, this year, was published 
on 10 September 2008. This is the fourth year in 
which tax data has been collected as part of the Doing 
Business project. 

The Paying Taxes study involves gathering information 
on the tax affairs of a standard case study company in 
181 economies, by reviewing the financial statements 
and a list of transactions of a standard modest‑
sized firm. This information is used to generate three 
indicators related to the number of tax payments, 
the time taken to comply with its tax affairs, and the 
total tax cost. These are equally weighted to produce 
an overall ranking for each economy for the ease 
of	paying	taxes.	Rankings	of	each	of	the	individual	
components are also available. All the rankings are 
included in Appendix 1, and further details for each 
economy are available at www.doingbusiness.org

The World Bank‑IFC report has this year also collected 
additional data which, whilst not used to determine a 
country’s ranking, assists with understanding the tax 
system in each country. Some of this additional data is 
referred to in this publication.

This appendix includes detailed information on the 
methodology behind the collection of data for the main 
indicators and the fundamental distinction between 
taxes borne and taxes collected. It also explains 
more about the PricewaterhouseCoopers Total Tax 
Contribution methodology (basic principles of which 
are incorporated in the design of the Doing Business 
paying taxes indicator) and some of the matters that 
must be considered when deciding what payments 
should be included when considering the tax burden 
of a company.

The case study company

In order to gather the necessary information to 
generate the tax indicators mentioned for the 
standardised business in each country, a case study 
company has been developed. The case study 
company is a domestic flower pot manufacturer and 
retailer. Nothing hangs specifically on the nature 
of the business; it has been chosen as something 
that can be readily understood worldwide and as an 
activity that involves both manufacture and retail of 
a low‑technology product. The overriding objective 
is to generate a standard fact pattern so that the tax 
indicators generated using the same criteria can be 
compared across so many countries without being 
significantly distorted by industry specific incentives 
and reliefs. It is also specified to be a domestic 
operation in the economy, so the assessment is purely 
of the local tax system.

The company has a set of financial statements and 
comparability is assisted by detailed assumptions 
made with regard to the company’s operations, staff, 
transactions, size, etc, as well as the process by which 
the information is gathered and reviewed. 

The facts and assumptions allow the World Bank to 
generate tax indicators for each economy, based 
on the application of their tax rules to the case 
study company. 

Tax advisers from PricewaterhouseCoopers provided 
tax technical data for their economies; other advisers 
provided data where PricewaterhouseCoopers does 
not have a presence. The data provided is based on 
the standardised case study facts and assumptions 
and on the tax rules applying for the year from 
1 January to 31 December 2007. While the basic 
elements of the case study do not change year on 
year, the period for which the rules are deemed to 
apply is updated.
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The framework of the Doing Business study

The Doing Business ‘paying taxes’ data records the 
taxes and mandatory contributions that a modest‑
size company must pay in a given year, as well as 
measures of the administrative burden of paying taxes 
and contributions. Taxes and contributions measured 
include the profit or corporate income tax, social 
contributions and labour taxes paid by the employer, 
property taxes, property transfer taxes, dividend tax, 
capital gains tax, financial transactions tax, waste 
collection taxes and vehicle and road taxes.

Doing Business measures all taxes and contributions 
that are government mandated (at any level – federal, 
state or local), apply to the standardised business and 
have an impact in its income statements. In doing so, 
Doing Business goes beyond the traditional definition 
of a tax: as defined for the purposes of government 
national accounts, taxes include only compulsory, 
unrequited payments to general government. Doing 
Business departs from this definition because it 
measures imposed charges that affect business 
accounts, not just government accounts. The main 
differences relate to certain labour contributions. 

The Doing Business paying taxes data includes 
government‑mandated contributions paid by the 
employer to a requited private pension fund or 
workers’ insurance fund. The indicator includes, for 
example, Australia’s compulsory superannuation 
guarantee and workers’ compensation insurance.

Assumptions about the business 

The business 

•	 	Is	a	limited	liability,	taxable	company.	If	there	is	
more than one type of limited liability company in 
a country, the limited liability form most popular 

among domestic firms is chosen. The most popular 
form is reported by incorporation lawyers or the 
statistical office. 

•	 	Started	operations	on	1	January	2006.	At	that	time	
it purchased all the assets shown in its balance 
sheet, and hired all its workers.

•	 	Operates	in	the	economy’s	largest	business	city.

•	 	Is	100	percent	domestically	owned	and	has	five	
owners, all of whom are natural persons (resident 
for tax purposes in the economy).

•	 	Has	a	start‑up	capital	of	102	times	income	per	
capita at the end of 2006.

•	 	Performs	general	industrial	and	commercial	
activities. Specifically, it produces ceramic 
flowerpots and sells them at retail. It does not 
participate in foreign trade (no import or export) and 
does not handle products subject to a special tax 
regime, for example, alcohol or tobacco.

•	 	At	the	beginning	of	2007,	the	company	owns	
two plots of land, one building, machinery, office 
equipment, computers and one truck. Another truck 
is leased. 

•	 	Does	not	qualify	for	investment	incentives	or	any	
benefits apart from those related to the age or size 
of the company.

•	 	Has	60	employees	comprising	four	managers,	eight	
assistants and 48 workers. All of these workers are 
nationals of the economy and one of the managers 
is also an owner. 

•	 	Has	a	turnover	of	1,050	times	income	per	capita.

•	 	Made	a	loss	in	the	first	year	of	operation.
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•	 	Has	a	gross	margin	(pre‑tax)	of	20	percent	(that	is,	
sales are 120 percent of the cost of goods sold). 

•	 	Distributes	50	percent	of	its	net	profits	as	dividends	
to the owners at the end of the second year.

•	 	Sells	one	of	its	plots	of	land	at	a	profit	during	the	
second year.

•	 	Has	annual	fuel	costs	for	its	trucks	equal	to	twice	
income per capita.

•	 	Is	subject	to	a	series	of	other	detailed	assumptions	
on expenses and transactions to further standardise 
the case. All finance statement variables are 
proportional to 2005 income per capita. For 
example, the owner who is also a manager spends 
10 percent of income per capita on travelling for 
the company (20 percent of this owner’s expenses 
are purely private, 20 percent are for entertaining 
customers and 60 percent for business travel).

Assumptions about the taxes and contributions

•	 	The	taxes	and	contributions	are	those	paid	in	the	
second year of operation (fiscal year 2007). A tax 
or contribution is considered distinct if it has a 
different name or is collected by a different agency. 
Taxes and contributions with the same name and 
agency, but charged at different rates depending 
on the business are counted as the same tax 
or contribution.

•	 	The	number	of	times	the	company	pays	taxes	and	
contributions in a year is the number of different 
taxes or contributions multiplied by the frequency 
of payment (or withholding) for each one. The 
frequency of payment includes advance payments 
(or withholding) as well as regular payments 
(or withholding).

The indicators:

Number of tax payments

•	 	The	tax	payments	indicator	reflects	the	total	
number of taxes and contributions paid, the 
method of payment, the frequency of payment 
and the number of agencies involved for this 
standardised case during the second year of its 
operation. It includes payments made by the 
company on consumption taxes, such as sales 
tax or value added tax. Although these taxes do 
not affect the income statements of the company, 
they add to the administrative burden of complying 
with the tax system and so are included in the tax 
payments measure.

•	 	The	number	of	payments	takes	into	account	
electronic filing. Where full electronic filing is 
allowed and it is used by the majority of modest‑
sized businesses, the tax is counted as paid 
once a year even if the payment is more frequent. 

Appendix 2 
Methodology

The case study company has a turnover which 
is the same multiple of the income per capita for 
each economy. In absolute terms, therefore, the 
numbers involved can be different. For example, 
in the UK, the turnover of the business is assumed 
to be £21.5m whereas in Argentina turnover is 
13,941,603 pesos which at 31 December 2007 
(the end of the fiscal year of the survey) equates to 
£0.4m. In both economiess however, the calculation 
is the same and based on income per capita. 
This allows the case study financials to be flexed 
to reflect the relative wealth of the economy in 
which it operates.  While the turnover is flexed, the 
gross margin of the company is fixed to the same 
percentage regardless of the economy in which the 
company operates. 
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For taxes paid through third parties, such as tax 
on interest paid by a financial institution or fuel tax 
paid by the fuel distributor, only one payment is 
included even if payments are more frequent. These 
are taxes withheld at source where no filing is made 
by the company.

•	 	Where	two	or	more	taxes	or	contributions	are	
paid jointly using the same form, each of these 
joint payments is counted once. For example, if 
mandatory health insurance contributions and 
mandatory pension contributions are filed and paid 
together, only one of these contributions would be 
included in the number of payments.

•	 	The	UK	position	is	shown	below	as	an	example	of	
this methodology.

Time to comply

•	 	Time	is	recorded	in	hours	per	year.	The	indicator	
measures the time to prepare, file and pay 
(or withhold) three major types of taxes and 
contributions: 

	 •	 	corporate	income	tax,	

	 •	 	value	added	or	sales	tax,	and	

	 •	 	labour	taxes,	including	payroll	taxes	and	social	
security contributions.

•	 	Preparation	time	includes	the	time	to	collect	
all information necessary to compute the tax 
payable. If separate accounting books must be 
kept for tax purposes – or separate calculations 
made – the time associated with these processes 
is included. This extra time is included only if the 
regular accounting work is not enough to fulfil the 
tax accounting requirements in which case the 
incremental time required is included. (The time 
estimated also does not include the time spent 
developing the entries on tax for inclusion in the 
statutory accounts). 

•	 	Filing	time	includes	the	time	to	complete	
all necessary tax return forms and make all 
necessary calculations. 

UK example of number of tax payments

World Bank Indicator Actual payments

Corporate income tax 1 2 payments (estimate and top up)

Pay As You Earn 1 14 payments (12 monthly plus 1 top up, plus 1 social 
security payment)

Value added tax 1 4 payments quarterly

Business rates 1 10 payments (by direct debit)

Insurance premium tax 1 Tax embedded, paid to third party not government

Fuel duty 1 Tax embedded, paid to third party not government

Landfill tax 1 Tax embedded, paid to third party not government

Vehicle duty 1 1 payment (one vehicle paying once a year)
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•	 	Payment	time	considers	the	hours	needed	to	
make the payment online or at the tax authorities. 
Where taxes and contributions are paid in person, 
the time includes delays while waiting. (Payment 
time can also include analysis of forecast data 
and associated calculations if advance payments 
are required).

•	 	It	is	important	to	note	that	the	hours	to	comply	
measure does not include any time spent on tax 
audits or inspections, or dealing with tax authority 
queries. The case study does not include any facts 
or assumptions which would enable such time to 
be estimated.

Tax Cost – Total Tax Rate (TTR)

•	 	The	TTR	measures	the	amount	of	all	taxes	and	
mandatory contributions borne by the business 
in the second year of operation, expressed 
as a percentage of commercial profits. Doing 
Business	2009	reports	the	TTR	for	the	fiscal	year	
2007 (1 January to 31 December 2007). The 
total amount of taxes borne is the sum of all the 
different taxes and contributions payable after 
accounting for deductions and exemptions. The 
taxes withheld (such as personal income tax) or 
collected by the company and remitted to the 
tax authorities (such as sales or value added tax) 
but not borne by the company are excluded from 
the	TTR	(while	noting	that	these	still	contribute	
to the compliance indicators; hours and payments). 

•	 	The	taxes	and	contributions	included	can	be	
divided into five categories: 

 ‑  profit or corporate income tax, 

 ‑  social contributions and labour taxes paid by the 
employer (for which all mandatory contributions 
are included, even if paid to a private entity such 
as a requited pension fund), 

 ‑  property taxes, 

 ‑  turnover taxes (and cascading sales taxes 
as well as other consumption taxes such as 
irrecoverable VAT); and 

 ‑  other taxes (such as municipal fees and vehicle 
and fuel taxes).

•	 	This	is	a	comprehensive	measure,	of	all	the	taxes	
and contributions borne by business. As such, it 
differs from the statutory tax rate which merely 
provides the factor to be applied to the tax base 
and is more informative and more useful than 
other measures which, for example, focus only on 
corporate income tax. 

•	 	It	is	important	to	note	that	the	profit	figure	used	
in	the	TTR	calculation	(the	commercial	profit)	is	
not the conventional figure found in the financial 
statements of a company, the profit before tax 
figure (PBT). In computing profit before tax, many 
of the taxes borne by a company are deductible. 
In computing commercial profit, these taxes are 
not deductible and are added back to present 
a clear picture of the actual profit of a business 
before any of the taxes it bears in the course of the 
fiscal year.

•	 	Commercial	profits	are	defined	as	sales	minus	
cost of goods sold, minus gross salaries, minus 
administrative expenses, minus other expenses, 
minus provisions, plus capital gains (from the 
property sale) minus interest expense, plus interest 
income and minus commercial depreciation. To 
compute the commercial depreciation, a straight‑
line depreciation method is applied with the 
following rates: 0 percent for the land, 5 percent 
for the building, 10 percent for the machinery, 
33 percent for the computers, 20 percent for the 
office equipment, 20 percent for the truck and 
10 percent for business development expenses. 

Appendix 2 
Methodology
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If any of the taxes and contributions are included 
in ‘other expenses’, then these are added back to 
the commercial profits figure. Commercial profit 
amounts to 59.4 times income per capita.

•	 	The	TTR	excludes	value	added	taxes	(where	not	
irrecoverable) because they do not affect the 
accounting profits of the business – that is, they are 
not reflected in the income statement.

•	 	The	principles	used	for	the	tax	cost	
indicator are broadly consistent with 
the PricewaterhouseCoopers Total Tax 
Contribution framework methodology. 
However, PricewaterhouseCoopers in its 
empirical	work	calculates	TTR	including	only	
taxes as defined later in this appendix. Other 
mandatory contributions such as the Australian 
superannuation guarantee obligation are 
excluded. Such payments are usually disclosed 
by the company in other elements of the Total 
Tax Contribution framework, together with 
additional payments made by the company such 
as contributions to infrastructure costs. These 
are often required of companies in the extractive 
industries by economies in which they invest but 
do not strictly count as taxes.

Ease of Paying Taxes ranking

•	 	The	data	collected	by	the	Doing Business team is 
used to generate a system of ranking based on the 
three indicators:

 Steps: the number of tax payments

  Time: the number of hours to comply with the 
company’s tax obligations

 Cost:	the	total	tax	rate	(TTR)

•	 	This	three	step	approach	is	linked	to	a	broader	
methodology used by the World Bank in the 
Doing Business project which requires these three 
components of Steps, Time and Cost.

•	 	The	World	Bank‑IFC	report	‘Doing Business 2009’ 
aggregates these three indicators to generate an 
overall ranking. The aggregation of the indicators 
gives each indicator an equal weighting. 

•	 	Here	is	one	example	of	how	the	ranking	on	the	
ease of paying taxes is constructed. In Iceland it 
takes 31 payments, 140 hours and 27 percent of 
commercial profits to comply with business taxes 
during one year. In these 3 indicators Iceland ranks 
in the 52nd, 23rd and 12th percentiles. So Iceland 
ranks in the 29th percentile – the average of the 
3 percentiles – on the ease of paying taxes. By 
sorting the ease of paying taxes percentile for each 
economy, the ranking is obtained, which is 32 out 
of 181 economies in the case of Iceland.

•	 	The	data	tables	in	Appendix	1	show	this	overall	
ranking, and additionally the ranking for each 
individual indicator i.e. for the total tax rate, 
for the time to comply and for tax payments. 
The appendix also gives a breakdown of the 
results for each indicator across the main types 
of taxes.

•	 	The	data	details	on	paying	taxes	can	be	found	for	
each economy at http:www.doingbusiness.org
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The PricewaterhouseCoopers Total Tax 
Contribution (‘TTC’) framework

The PricewaterhouseCoopers Total Tax 
Contribution framework was developed with a 
view to establishing a methodology which enables 
companies to collect and communicate total tax 
information in a consistent manner, meeting the 
needs of their various stakeholders and helping to 
improve transparency1. 

The framework encompasses all the taxes that are 
paid by companies and includes, for example, property 
taxes, labour taxes and contributions, sales taxes 
and other taxes, as well as corporate income tax. It 
makes a fundamental distinction between two types of 
taxes paid by companies: these are known as ‘taxes 
borne’ and ‘taxes collected’. In essence, taxes borne 
are those which are a cost to the company, such as 
property taxes, employer social security and corporate 
income tax. Taxes collected are where the company is 
collecting the tax on behalf of the authority, including 
taxes deducted from employees’ salaries, sales taxes 
and excise duties. 

The	Total	Tax	Rate	indicator	which	is	included	in	the	
World Bank Paying Taxes study has been calculated 
using the principles of the Total Tax Contribution 
framework. It is important to note that for the 
purpose	of	calculating	the	TTR,	it	is	only	taxes	borne	
which are included (tax borne is discussed in more 
detail below). 

Details of taxes collected are also gathered by the 
study and these have an impact, along with taxes 
borne, on the indicators dealing with hours to comply 

1 Total Tax Contribution Framework – What is your company’s overall tax 
contribution? – A PricewaterhouseCoopers discussion paper, published 
April 2005.  
http://www.pwc.com/extweb/insights.nsf/docid/88E7FD4015197F0B802
572F0003C96D0?utr=1

and the number of tax payments. The Total Tax 
Contribution framework also includes the cost of 
tax compliance.

It must be understood that the Total Tax Contribution 
framework is a data gathering and reporting 
mechanism, designed to increase transparency 
around a company’s tax impacts. It is acknowledged 
that there are economic arguments over whether 
companies, consumers, or employees ultimately bear 
the economic incidence of taxes. This is not addressed 
in this study. 

What is a tax?

In the context of the PricewaterhouseCoopers 
Total Tax Contribution framework and the surveys 
undertaken around the world (see Appendix 3), 
the question of defining what is a tax has been an 
important one to answer to ensure a solid base for 
comparison and analysis for those surveys. The Paying 
Taxes data generated by the Doing Business report, 
and included in this publication, includes government‑
mandated contributions, even though they may not fit 
the traditional definition of tax.

As a starting point, a tax can be defined as something 
which is:

	 •	 	paid	to	government

	 •	 	compulsory

	 •	 	used	by	the	authority	as	part	of	the	public	
finances

	 •	 	with	no	direct	return	of	value	to	the	payer

Each of the terms needs a little expansion. 

Appendix 2 
Methodology
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Payment should go to some independent authority: 
so government includes a central, state or local 
authority. In many economies the case study 
company will pay taxes at all three levels. It is still a 
tax if it is collected on behalf of the government by 
an agency, provided that the agency hands over the 
taxes collected. In some economies (for example 
in China), certain social security contributions 
made by employers are governed and collected 
by a separate taxing authority. As this authority 
operates on behalf of central government, albeit 
separate from the main tax authority, these payments 
are therefore a tax and are included within the 
Paying Taxes indicators.

It must be a compulsory levy: the only way out of 
paying must be not to undertake the action that 
triggers the tax payment. To give a simple example, 
if property transfer tax is payable by the seller in a 
jurisdiction, the only way to avoid paying this tax 
would be not to sell the property.

Most taxes disappear into a central pot and are used 
as the authority wishes. A hypothecated tax remains 
a tax but a levy that is a direct payment for a service 
may well not be a tax. 

The last point requires the return of value to be 
considered. This is most easily illustrated by 
considering a company that leases space in a building 
owned by the government. The rent paid is not a tax: 
there is a full return of value to the company. Whilst 
that example may be clear, others may not be so clear 
cut, for example, payments to a local authority will 
often be a tax as they do not result in the receipt of 
local government services of comparable value. On 
this basis, charges for rubbish/garbage collection will 
be a tax if the charge is manifestly in excess of the 
cost of providing that service. However, road tolls will 
usually not be a tax as they are directly tied to the use 
of the road.

Payments in respect of labour

As will be seen from the results, payments in respect 
of labour, such as payroll taxes and social security 
contributions, can constitute a significant part of 
the	TTR	(where	they	are	borne	by	the	employer)	and	
the compliance burden (where they are collected 
from the employee). Such payments are included 
in the study where they meet the definition of a 
tax, notwithstanding that they may be governed by 
separate legislation or called a contribution rather than 
a tax. 

Companies in many economies are required to pay 
to government forms of social security or other taxes 
connected with employing their workers. In most 
cases, these payments are compulsory and used 
by the government as part of public finances – they 
are not, for example, used for the direct benefit of 
the employees of the company and therefore do not 
provide any direct return of value to the company 
or the employee. These payments can be properly 
included as a tax. However, unless all of the necessary 
requirements listed above are met then treatment as a 
tax may not be appropriate. 

A specific illustration of this point, where there 
has been some debate, is a payment made by 
employers in Australia. This payment, known as the 
superannuation guarantee obligation, is mandatory 
and is equivalent to 9 percent of an employee’s 
salary. While it is compulsory, it is paid into a separate 
superannuation fund which is specifically allocated 
for the benefit of each employee. As such, under the 
PricewaterhouseCoopers methodology it is accepted 
that this payment is not a tax as it is an employee 
benefit, not a general payment into public finances. 
For the World Bank Doing Business project, however, 
as it is a mandatory contribution it has been included 
within	the	TTR	calculation	to	ensure	that	international	
comparisons in the context of this survey are valid. 
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Taxes borne and taxes collected

As mentioned above, the PricewaterhouseCoopers 
Total Tax Contribution framework makes a fundamental 
distinction between taxes borne and taxes collected, 
and this principle is followed by the Paying Taxes 
methodology. The split is important for the purpose 
of understanding the impact of taxes on the company 
and for analysis of the results. 

For the Paying Taxes data, taxes borne contribute to 
the	TTR,	but	taxes	collected	do	not.	Taxes	collected	
are important, however, as they do contribute to the 
number of hours that the company takes to comply 
with the tax system and they also impact on the 
number of tax payments. They therefore contribute 
significantly to the administrative cost of the tax 
system and to the effort and resource required. 
A common definition of the terms is as follows: 

Taxes borne – those which are paid by the company 
and are a cost to the company.

Taxes collected – those for which the company acts 
as tax collector/administrator for the tax authority.

Taxes borne could also be termed ‘taxes suffered’, 
in that these are the levies that really do impact the 
company concerned. It does not matter whether the 
charge to the profit and loss account is direct (for 
example the corporate profits tax charge) or indirect 
(such as the transfer tax paid on the purchase of a 
building, which is capitalised as part of the building’s 
cost and then amortised over a period). Both the 
corporate income tax and the transfer tax would count 
as taxes borne. For the transfer tax, the amount borne 
would be the full amount paid in the period rather than 
the amount amortised. 

Taxes borne are a cost to the company and, as for 
other costs, will ultimately be passed on, for example 
in higher prices to customers, lower wages to 
employees or lower dividends to shareholders. This 
ultimate incidence does not affect the treatment under 
TTC or the Paying Taxes study as a tax borne.

Taxes collected are those where the company acts, 
in effect, as (unpaid) tax collector on behalf of the 
tax authority. The classic examples are sales and 
excise taxes, together with taxes and contributions 
deducted from employees’ pay. The only impact taxes 
collected have on the company’s profits will be via 
administrative costs. 

Effective tax rates for current corporate income tax 

As	mentioned	above,	the	TTR	measures	the	sum	of	
all taxes borne as a percentage of commercial profits 
(defined above). 

Effective tax rates for current corporate income tax 
are calculated by taking the corporate income taxes 
borne	element	of	the	TTR	as	a	percentage	of	the	profit	
before tax. 

The profit before tax is calculated by taking the 
commercial profits, (i.e. profits before all business 
taxes borne) and subtracting all business taxes borne 
apart from corporate income taxes. 

Appendix 2 
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PricewaterhouseCoopers 
Total Tax Contribution 
surveys3

Appendix
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The methodology developed by PricewaterhouseCoopers for its 
Total Tax Contribution (TTC) framework is used in the Paying Taxes 
study	to	calculate	the	Total	Tax	Rate.	The	TTC	framework	is	used	by	
PricewaterhouseCoopers with groups of companies around the world to 
generate empirical data on the TTC of those companies. This data has 
so	far	included	not	only	the	TTR	but	also	the	absolute	figures	for	taxes	
borne and collected, the TTC as a percentage of turnover, employment 
taxes raised per employee, the distribution of value created, and various 
measures to assess the cost of tax compliance for companies. 

A good example of this empirical work is the survey undertaken each 
year in the UK with companies in the Hundred Group to collect data 
on the taxes they pay. The Hundred Group is a cross industry grouping 
representing more or less the top hundred companies on the London 
Stock Exchange FTSE index. The survey is now in its fourth year. 
In addition to gathering data on taxes borne and taxes collected the 
survey also gathers data on the time and cost involved in complying 
with the tax system. 

Over the last twelve to eighteen months this empirical work has been 
greatly extended with similar surveys now conducted in Australia (two 
sets of results have been published, in 2007 and 2008), Belgium (results 
were published in 2008 and a second survey is underway), Canada 
(results have been published in 2008 and a second survey is underway), 
and South Africa (results have been published in 2008 and a second 
survey is underway). A private survey was undertaken in the Netherlands. 
Surveys are also now underway in France, India, Ireland, Germany and 
Luxembourg, with results due for release in early 2009 and the results for 
a survey in the United States are due in November 2008. Further countries 
are planning similar surveys.



We will be publishing further material in this respect in 
due course, but it is perhaps interesting to reflect on 
some initial comparisons of TTC as a percentage of 
turnover in the table below.1 

TTC as a % of turnover

%

United Kingdom 17.9

Belgium 18.9

Canada 22.3

Australia 17.5

South Africa 16.8

Netherlands 23.4

In addition to running Total Tax Contribution 
surveys with cross industry groups of companies 
PricewaterhouseCoopers is increasingly focusing on 
the results of individual industry sectors as it is quite 
clear that the tax profiles can vary significantly from 
industry sector to industry sector. In the UK surveys 
have been conducted with the insurance industry 
and the oil and gas sector, and the firm hopes soon 
to release some results of a global survey of the 
mining industry. The total amount of a companies 
tax contribution around the world is a number which 
is generally just not available and having the ability 
to compare the total taxes paid in different countries 
and to be able to report that data is of benefit to the 
whole cross section of stakeholders in a company 
ranging from management to shareholders, investors 
and government.

1 TTC to turnover is an average per company for the companies in the 
study in each country and will be influenced by the industry mix of 
companies participating.

In last year’s publication we referred to the need 
for companies to be more transparent in their 
tax reporting and a need for a methodology to 
increase transparency around the total amount 
of tax that companies contribute. In May 2007 
PricewaterhouseCoopers UK published a discussion 
paper in the UK suggesting a further framework to help 
companies improve their communications on tax.2

The framework was developed after discussions with 
companies and with stakeholders, and from a review 
of the tax communications of the 350 largest listed 
companies in the UK. 

The Framework suggests that communications should 
cover three key areas:

•	 tax	strategy	and	risk	management,

•	 tax	numbers	and	performance,	and

•	 	Total	Tax	Contribution	and	the	wider	impact	
of taxes.

By issuing this paper it was hoped to stimulate a 
discussion around the benefits of transparency on tax 
and this paper is being further developed and a further 
edition expanding on the European perspective is to 
be issued in November 2008.

2 Tax Transparency Framework. A PricewaterhouseCoopers discussion 
paper. A suggested framework for communicating your total tax 
contribution. Published May 2007. 
http://www.pwc.com/extweb/insights.nsf/docid/
B390366E619FF2D4802572ED0054F5B5

PricewaterhouseCoopers Total Tax Contribution surveys
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Disclaimer and Copyright

The	Total	Tax	Rate	included	in	the	survey	by	the	
World Bank Group has been calculated using the 
broad principles of the PricewaterhouseCoopers 
methodology. The application of these principles 
by the World Bank Group has not been verified, 
validated or audited by PricewaterhouseCoopers, 
and therefore, PricewaterhouseCoopers cannot 
make any representations or warranties with regard 
to the accuracy of the information generated by the 
World Bank Group’s models. In addition, the World 
Bank Group has not verified, validated or audited any 
information collected by PricewaterhouseCoopers 
beyond the scope of Doing Business Paying Taxes 
data, and therefore, the World Bank Group cannot 
make any representations or warranties with regard 
to the accuracy of the information generated by the 
PricewaterhouseCoopers’ research.
 
The World Bank Group’s Doing Business tax ranking 
indicator includes two components in addition to the 
Total	Tax	Rate.	These	estimate	compliance	costs	by	
looking at hours spent on tax work and the number of 
tax payments made in a tax year. These calculations 
do not follow any PricewaterhouseCoopers 
methodology but do attempt to provide data 
which is consistent with the tax compliance cost 
aspect of the PricewaterhouseCoopers Total Tax 
Contribution framework. 
 
PricewaterhouseCoopers provides industry‑
focused assurance, tax and advisory services to 
build public trust and enhance value for its clients 
and their stakeholders. More than 155,000 people 
in 153 countries across our network share their 
thinking, experience and solutions to develop fresh 
perspectives and practical advice. 
 
This publication has been prepared as general 
information on matters of interest only, and does not 
constitute professional advice. You should not act 

upon the information contained in this publication 
without obtaining specific professional advice. No 
representation or warranty (express or implied) is given 
as to the accuracy or completeness of the information 
contained in this publication, and, to the extent 
permitted by law, neither PricewaterhouseCoopers nor 
the World Bank Group (nor the Executive Directors of 
the World Bank Group) accept or assume any liability, 
responsibility or duty of care for any consequences 
of you or anyone else acting, or refraining to act, 
in reliance on the information contained in this 
publication or for any decision based on it. The 
findings, interpretations, and conclusions expressed 
herein are those of the author(s) and do not necessarily 
reflect the views of the Executive Directors of The 
World Bank Group or the governments they represent.
 
This publication may be copied and disseminated 
in its entirety, retaining all featured logos, names, 
copyright notice and disclaimers. Extracts from 
this publication may be copied and disseminated, 
including publication in other documentation, 
provided always that the extract is clearly identified 
as such and that a source notice is used as follows: 
for extracts from any section of this publication 
except Chapter One, use the source notice: “© 2008 
PricewaterhouseCoopers. All rights reserved. Extract 
from	“Paying	Taxes	2009”	publication,	available	on	
www.pwc.com”.	For	extracts	from	Chapter	One	
only, use the source notice: “© 2008 The World Bank 
Group. All rights reserved. Extract from “Paying Taxes 
2009”	publication,	available	on	www.pwc.com”.		
All other queries on rights and licenses, including 
subsidiary rights, should be addressed to the Office 
of the Publisher, The World Bank, 1818 H Street NW, 
Washington, DC 20433, USA; fax: +1 202‑522‑2422; 
e‑mail: pubrights@worldbank.org

© 2008 PricewaterhouseCoopers and the World Bank 
Group.	All	rights	reserved.	“PricewaterhouseCoopers”	
refers to the network of member firms of 
PricewaterhouseCoopers International Limited, each of 
which is a separate and independent legal entity. 

Disclaimers 
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This is the second Paying Taxes publication and 
focuses on the results of the taxes study in the World 
Bank Doing Business project. The study seeks to 
compare the ease of paying taxes in 178 countries 
around the world. It provides data which helps 
governments and industry to focus on the need to 
ensure that the tax systems implemented are effective 
tools for tax collection and that they are also efficient 
for business.

Last year’s publication generated many good 
discussions with government and other interested 
parties. Media headlines around the world pointed to:

the numerous taxes that companies pay •	
beyond corporate income tax;

the heavy compliance burden in some •	
countries; and 

the high tax cost in others. •	

Issues discussed with governments included 
understanding the methodology used in the 
study, assessing the usefulness of the results, and 
questioning whether the comparisons made were 
valid; but also recognising in some cases that change 
was needed. 

In response to this interest, the World Bank and 
PricewaterhouseCoopers have devoted significant 
effort to ensuring that the results of this study 
continue to be robust and consistent. In addition, in 
response to feedback in the discussions, we have in 
this year’s publication provided more detail on the 
methodology and the results. The information provided 
is also more extensive so that readers can make their 
own analysis and draw their own conclusions.

We hope that you again find the results of the survey 
interesting and useful and we welcome feedback 
and comments.

Simeon Djankov
Manger, Monitoring and Analysis
World Bank Group

Susan Symons
Tax partner
PricewaterhouseCoopers LLP, UK
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Executive summary

Last year’s Paying Taxes publication generated many 
good discussions on the impact of the tax system, 
with businesses, governments and other interested 
parties. This year, in response to feedback, we are 
providing even more detail on the methodology used 
and the results generated by the study. 

The World Bank study now extends to 178 •	
countries and offers a valuable opportunity to be 
able to look at and compare tax regimes around 
the world.

We now include rankings of the three indicators •	
which make up the overall ease of paying taxes 
ranking. Full information on the results is on the 
website (www.doingbusiness.org).

The results of the survey are very rich, and these are •	
fully disclosed in the appendices to this publication. 
Only a selection, however, can be covered in 
the commentary. 

The results of this year’s study show again that 
corporate income tax is only part of the story. 
Governments therefore need to look across all of the 
taxes that companies pay when considering their 
reform agenda.

The World Bank study is unique in that it looks •	
beyond corporate income tax to all of the taxes 
paid by a case study company.

There continues to be many more business taxes •	
to consider in addition to corporate income taxes. 
The study this year shows that corporate income 
taxes only account for 37% of the Total Tax Rate 
(TTR), 26% of the number of hours spent on 
tax compliance and 12% of the number of tax 
payments made. 

Some types of sales tax add considerably to the •	
Total Tax Rate (cascade and turnover taxes).

Labour taxes and contributions add significantly •	
to the tax cost in some countries and also to the 
compliance obligations.

Our results include indicators on the tax compliance 
burden in addition to the tax cost. These help to 
show that a win:win for government is achievable by 
simplifying the tax system and easing the compliance 
burden on business, as well as by reducing tax rates.

To consider the full impact of the various business •	
taxes, both their tax cost and their compliance 
burden need to be considered.

Indirect taxes and consumption taxes can add •	
substantially to compliance costs. 

Government revenues can be enhanced by •	
simplifying tax systems and compliance obligations. 
This may involve reducing the number of taxes. 
Companies benefit at the same time with reduced 
tax compliance obligations to fulfil.

The ability to file and pay taxes electronically can •	
help reduce the compliance burden.

The results show that tax reform is widespread. This 
year 31 countries improved their tax system and 65 
have done so over the past three years.

Reducing corporate income tax was the most •	
popular reform.

However, many countries have made changes to •	
reduce the compliance burden by simplifying or 
eliminating other business taxes.

Total tax rates have been in a downward trend •	
during the period in which Paying Taxes data has 
been collected.

For their part, businesses need to be more transparent 
in communicating their total tax contribution (see page 
10). A better understanding of the impact of all taxes in 
any country will aid business decisions. 

More transparency around the taxes paid and the •	
compliance systems is key to understanding how 
tax systems impact businesses.

Businesses need to be more transparent in •	
communicating their total tax contribution to 
facilitate how tax fits with corporate responsibility 
strategies, and to help assess the economic 
footprint of business.

Empirical work by PricewaterhouseCoopers is •	
showing the importance of companies in generating 
tax revenues.
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Introduction

The Paying Taxes study is carried out as part of the 
World Bank’s overall Doing Business report which, this 
year, was published on 26 September 2007. This is the 
third year in which tax data has been collected as part 
of the Doing Business project. 

The Paying Taxes study involves gathering 
information on the tax affairs of a standard case 
study company in 178 countries, by reviewing the 
financial statements and a list of transactions of a 
standard modest-sized firm. This information is used 
to generate three indicators related to the number 
of tax payments, the time taken to comply with 
its tax affairs, and the tax cost. These are equally 
weighted to produce an overall ranking for each 
country for the ease of paying taxes. Rankings of 
each of the individual components are also available. 
All the rankings are included in Appendix 1, and 
further details for each country are available at 
www.doingbusiness.org

This year, the World Bank study has also collected 
supplementary data which, whilst not used to 
determine a country’s ranking, assists with the 
understanding of the tax system in each country. 
Some of this supplementary data is referred to in 
this publication.

The case study company

In order to gather the necessary information to 
generate the tax indicators mentioned for the 
standardised business in each country, a case 
study company has been developed. This company 
has a set of financial statements, and various 
assumptions have been made about its activities and 
its transactions throughout a typical year. These facts 
and assumptions allow the World Bank to generate tax 
indicators for each country based on the application 
of their tax rules to the case study company. These 
facts and assumptions are vital to ensure that the data 
collected is comparable across countries and that the 
tax indicators for each jurisdiction are calculated using 
the same criteria.

Tax advisers, mostly from PricewaterhouseCoopers, 
provided the tax technical data. The data provided 
is based on the standardised case study facts and 
assumptions and on the tax rules applying for the 
year from 1 January to 31 December 2006. While the 
basic elements of the case study do not change year 
on year, the period for which the rules are deemed to 
apply is updated.

The case study company used for the study is a 
flowerpot manufacturer and retailer. Its turnover is 
the same multiple of the income per capita for each 
country. In absolute terms, therefore, the numbers 
involved can be different. For example, in the UK, the 
turnover of the business is assumed to be £21.5m 
whereas in Argentina turnover is 13,941,603 pesos 
which at 31 December 2006 (the end of the fiscal year 
of the survey) equates to £2.3m. In both countries, 
however, the calculation is the same and based 
on income per capita. This allows the case study 
financials to be flexed to reflect the relative wealth of 
the economy in which it operates. While the turnover is 
flexed, the gross margin of the company is fixed to the 
same percentage regardless of the country in which 
the company operates. 

The case study company does not attempt to be 
the most typical business in every country, but the 
assumptions have been set in order to facilitate 
comparability between countries of the tax burden for 
a company with a particular set of characteristics. This 
comparability is assisted by the detailed assumptions 
made with regard to the company’s operations, staff, 
transactions, size, etc., as well as the process by 
which the information is gathered and reviewed.

The following detailed assumptions are made about 
the case study company:

The company and its operations

The company is a limited liability, taxable company. •	
If there is more than one type of limited liability 
company in a country, the limited liability form 
most popular among domestic firms is chosen. 
Incorporation lawyers or the statistical office report 
the most popular form. 

Section one
Survey methodology
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The company is in the second year of operation. It •	
commenced activities, purchased all the assets in 
the balance sheet, and hired all its workers on a set 
date (1 January 2005). It operates in the country’s 
most populous city.

The company is 100% domestically-owned and •	
has five owners, all of whom are resident for tax 
purposes in the country.

The company performs general industrial and •	
commercial activities. Specifically, it produces 
ceramic flowerpots and sells them at retail. The 
company does not handle products subject to a 
special tax regime, for example, alcohol or tobacco.

The company owns two plots of land, one building, •	
machinery, office equipment, computers and one 
truck. Another truck is leased. One plot of land was 
sold in the year for a profit.

Employees
The company has 60 employees comprising four •	
managers, eight assistants and 48 workers. All of 
these workers are nationals of the country and one 
of the managers is also an owner. The assumptions 
for employees in terms of their salaries are 
standardised in order to collect information on 
labour taxes and contributions. 

No employees have left or joined the company •	
since it was established.

Financial data
The company has a turnover of 1,050 times income •	
per capita and makes a loss in the first year of 
operation. The same gross margin (pre-tax) is 
applied to all countries.

The company distributes 50% of its profits •	
as dividends to the owners at the end of the 
second year.

Tax-specific assumptions
Several tax-specific assumptions have been •	
made including the level of bad debts, pension 
contributions and details of operational expenses 
including entertaining, advertising, legal fees and 
leasing costs.

Patent royalties are paid by the company for a •	
patented industrial process the company uses in 
its operations.

As explained before, the turnover and profits of the 
company are calculated based on the income per 
capita of each country and the gross margin is fixed 
at the same percentage. These assumptions allow the 
calculation of what is called the ‘commercial profit’ of 
the company. Commercial profit is the profit before all 
taxes, i.e. not just before all corporate income or profit 
taxes. This figure is important in the survey as it is 
used to calculate one of the key ranking components, 
the Total Tax Rate. This rate is explained later in 
this section.

Total Tax Contribution

The PricewaterhouseCoopers Total Tax Contribution 
framework was developed with a view to establishing 
a methodology which enables companies to 
collect and communicate total tax information in a 
consistent manner, meeting the needs of their various 
stakeholders and helping to improve transparency. 

The framework encompasses all the taxes that are 
paid by companies and includes, for example, property 
taxes, labour taxes and contributions, sales taxes and 
other taxes, as well as corporate income tax. It makes 
a fundamental distinction between two types of taxes 
paid by companies; these are known as ‘taxes borne’ 
and ‘taxes collected’. This distinction is explained 
further below. In essence, taxes borne are those 
which are a cost to the company, such as property 
taxes, employer social security and corporate income 
tax. Taxes collected are those where the company is 
collecting the tax on behalf of the authority, including 
taxes deducted from employees’ salaries, sales taxes 
and excise duties1.

The Total Tax Rate indicator (explained later in this 
section) which is included in the World Bank Paying 
Taxes study, has been calculated using the principles 
of the Total Tax Contribution framework. It is important 
to note that for the purpose of calculating the TTR, it is 
only taxes borne which are included. 

1 Total Tax Contribution framework – What is your company’s overall tax 
contribution? – A PricewaterhouseCoopers discussion paper, published 
April 2005. 

 http://www.pwc.com/Extweb/insights.nsf/docid/75D58AF8B3774A3C80
256F8800586AC6
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Details of taxes collected are also gathered by the 
study and these have an impact, along with taxes 
borne, on the indicators dealing with hours to comply 
and the number of tax payments. The Total Tax 
Contribution framework also includes the cost of 
tax compliance.

It must be understood that the Total Tax Contribution 
framework is a data gathering and reporting 
mechanism, designed to increase transparency 
around a company’s tax impacts. It is acknowledged 
that there are economic arguments over whether 
companies, consumers, or employees ultimately bear 
the economic incidence of taxes. This is not addressed 
in this study. 

Ease of paying taxes ranking

The World Bank Paying Taxes database for the Doing 
Business report records not only the taxes that a 
standard modest-sized company must pay or withhold 
in a given year, but also the mandatory contributions 
that are made. Issues around the definition of tax, 
and the reasons for including other mandatory 
contributions in the World Bank study are explored 
further in Appendix 2. The database also records 
measures of the administrative burden for paying taxes 
and other mandatory contributions. 

The taxes and contributions measured include profit or 
corporate income tax, social contributions and labour 
taxes paid by the employer, property taxes, property 
transfer taxes, dividend tax, capital gains tax, financial 
transactions taxes, waste collection taxes and vehicle 
and road taxes.

The data collected by the study is subject to a system 
of ranking based on three indicators:

Steps: the number of tax payments •	

Time: the number of hours to comply with the •	
company’s tax obligations

Cost: the Total Tax Rate (TTR)•	

This three step approach is linked to a broader 
methodology used by the World Bank in the 

Doing Business project which requires these three 
components of Steps, Time and Cost.

The World Bank report, ‘Doing Business 2008’, 
aggregates these three indicators to generate an 
overall ranking. The aggregation of the indicators gives 
each indicator an equal weighting. 

The data tables at the back of this report in Appendix 1 
show this overall ranking, and additionally the ranking 
for each individual indicator i.e. the TTR, the time to 
comply and the tax payments. The appendix also 
gives a breakdown of the results for each indicator 
across the main types of taxes.

Number of tax payments

The tax payments indicator reflects the total number of 
taxes and contributions paid, the method of payment, 
the frequency of payment and the number of agencies 
involved for this standardised case during the second 
year of operation. It includes payments made by 
the company on consumption taxes, such as sales 
tax or value added tax. These taxes are traditionally 
withheld on behalf of the consumer. Although they 
do not affect the income statements of the company, 
they add to the administrative burden of complying 
with the tax system and so are included in the tax 
payments measure.

The number of payments takes into account electronic 
filing. Where full electronic filing is allowed and it is 
used by the majority of medium-sized businesses, the 
tax is counted as paid once a year even if the payment 
is more frequent. 

For taxes paid through third parties, such as tax on 
interest paid by a financial institution or fuel tax paid 
by the fuel distributor, only one payment is included 
even if payments are more frequent. These are 
taxes withheld at source where no filing is made by 
the company.

Where two or more taxes or contributions are paid 
jointly using the same form, these joint payments are 
only counted once. For example, if mandatory health 
insurance contributions and mandatory pension 
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contributions are filed and paid together, only one of 
these contributions would be included in the number 
of payments.

Time to comply

Time is recorded in hours per year. The indicator 
measures the time to prepare, file and pay (or withhold) 
three major types of taxes and contributions: 

corporate income tax, •	

value added or sales tax, and •	

labour taxes including payroll taxes and social •	
contributions.

Preparation time includes the time to collect all 
information necessary to compute the tax payable. 
If separate accounting books must be kept for tax 
purposes – or separate calculations made – the time 
associated with these processes is included. This extra 
time is included only if the regular accounting work is 
not enough to fulfil the tax accounting requirements. 
The time estimated also does not include the time 
spent developing the entries on tax for inclusion in the 
statutory accounts.

Filing time includes the time taken to complete all 
necessary tax forms and to make all necessary 
calculations and submissions. 

Payment time is the hours needed to make the 
payment online, or at the tax office. Where taxes 
and contributions are paid in person, the time 
includes delays while waiting. This payment time 
can also include analysis of forecast data and 
associated calculations if advance payments 
are required.

It is important to note that the hours to comply 
measure does not include any time spent on tax 
audits or inspections or dealing with tax authority 
queries. The case study does not include any facts 
or assumptions which would enable such time to 
be estimated.

Table 1.1

What does Paying Taxes measure?

Tax payments for a manufacturing 
company in 2006

Total number of taxes and contributions paid, •	
including consumption taxes (value added tax)

Method and frequency of payment•	

Time required to comply with the three 
major taxes

Collecting information to compute tax payable•	

Completing tax forms, filing with proper •	
agencies

Arranging payment or withholding•	

Preparing separate tax accounting books•	

Total Tax Rate

Profit or corporate income tax•	

Social contributions and labour taxes paid by •	
the employer

Property and property transfer taxes•	

Dividend, capital gains and financial •	
transactions taxes

Waste collection, vehicle, road and other taxes•	

Source: Doing Business database.

Tax cost

Total Tax Rate (TTR)

The TTR indicator measures the amount of all taxes 
and mandatory contributions borne by the business 
in the second year of operation, expressed as a 
percentage of commercial profits. This is a more 
comprehensive measure, which looks at the cost of 
all such contributions borne by business rather than 
focussing only on corporate income or profit taxes. As 
such, it is more informative and more useful.
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The Paying Taxes section of Doing Business 2008 
reports the TTR for the year 1 January to 31 December 
2006. The total amount of taxes is the sum of all 
the different taxes and contributions payable after 
accounting for deductions and exemptions. The 
taxes withheld (such as sales or value added tax or 
personal income tax) but not borne by the company 
are excluded from the TTR (while noting that these 
still contribute to the compliance indicators, hours 
and payments). 

The taxes and contributions included can be divided 
into five categories: 

profit or corporate income tax, •	

social contributions and labour taxes paid by the •	
employer (for which all mandatory contributions are 
included, even if paid to a private entity such as a 
requited pension fund), 

property taxes, •	

turnover taxes and cascading sales taxes including •	
irrecoverable VAT, and 

other small taxes (such as municipal fees and •	
vehicle and fuel taxes).

It is important to note that the profit figure used in 
the TTR calculation (the commercial profit) is not the 
traditional figure found in the financial statements of a 
company, the profit before tax figure (PBT). As many 
of the taxes borne are deductible in calculating PBT, 
they must be added back to generate a profit before 
all business taxes. Commercial profits are defined as 
sales minus cost of goods sold, minus gross salaries, 
minus administrative expenses, minus other expenses, 
minus provisions, plus capital gains (from the property 
sale) minus interest expense, plus interest income 
and minus commercial depreciation. To compute the 
commercial depreciation, a straight-line depreciation 
method is applied with the following rates: 0% for 
the land, 5% for the building, 10% for the machinery, 
33% for the computers, 20% for the office equipment, 
20% for the truck and 10% for business development 
expenses. If any of the taxes and contributions are 
included in ‘other expenses’, then these are added 
back to the commercial profits figure.

It is of note that the assumption on the interest 
expense was changed this year, reducing the value of 

this expense. Commercial profits therefore changed 
from 57.8 times income per capita to 59.4 times.

The principles used for the tax cost indicator are 
broadly consistent with the PricewaterhouseCoopers 
Total Tax Contribution framework methodology. 
However the figures used by PwC in its empirical work 
to calculate TTR only include taxes. Other mandatory 
contributions are usually disclosed in other elements 
of the Total Tax Contribution framework.

Below are the figures for the UK which illustrate how 
the various tax ratios compare with TTR.

Total Tax Rate: UK as an example

  £000 £000

Profit before total taxes borne  1,215 
(PBTTB) or commercial profit

Other taxes borne: 

 Social security 137
 Business rates  15
 Vehicle tax 1
 Insurance premium tax 1
 Fuel duty   21
      (175)

Profit before tax (PBT)  1,040
Corporation tax (CT)  
(after necessary tax adjustments)     (259)
Profit after tax       781

CT/PBT (259/1040)  25%
CT/PBTTB (259/1215)  21%
TTR (434/1215)  36%

Source: Doing Business database.

Taxes borne and taxes collected

As mentioned above, the PricewaterhouseCoopers 
Total Tax Contribution framework makes a fundamental 
distinction between taxes borne and taxes collected, 
and this principle is followed by the Paying Taxes 
study. The split is important for the purpose of 
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understanding the impact of taxes on the company 
and for the analysis of the results. For the Paying 
Taxes study, taxes borne contribute to the TTR, but 
taxes collected do not. Taxes collected are important 
however, as they do contribute to the number of hours 
that the company takes to comply with the tax system, 
and they also impact on the number of tax payments. 
They therefore contribute significantly to the cost of 
the tax system and to the effort and resource required. 
A common definition of the terms is as follows: 

Taxes borne – are those which are paid by the •	
company and are a cost to the company.

Taxes collected – are those for which the company •	
acts as tax collector/administrator for the authority.

To expand on these definitions a little further: 

Taxes borne could also be termed ‘taxes suffered’, 
in that these are the levies that really do impact the 
company concerned. It does not matter whether the 
charge to the profit and loss account is direct (for 
example the corporate profits tax charge) or indirect 
(such as the transfer tax paid on the purchase of a 
building, which is capitalised as part of the building’s 
cost and then amortised over a period). Both the 
corporate income tax and the transfer tax would count 
as taxes borne. For the transfer tax, the amount borne 
would be the full amount paid in the period rather than 
the amount amortised. Taxes borne are a cost to the 
company and, as for other costs, will ultimately be 
passed on, for example in higher prices to customers, 
lower wages to employees or lower dividends to 
shareholders. This ultimate incidence does not affect 
the treatment as a tax borne.

Taxes collected are those where the company 
acts, in effect, as (unpaid) tax collector on behalf of 
the authority. The classic examples are sales and 
excise taxes, together with taxes and contributions 
deducted from employees’ pay. The only impact taxes 
collected have on the company’s profits will be via 
administrative costs. 

Sales taxes

Sales taxes probably present the best examples of 
the issues that have to be considered in making the 
taxes borne/collected distinction. Below are four 
types of ‘sales’ taxes that have different treatments 
for the study, and therefore impact the rankings in 
different ways:

1.  Sales taxes that are charged only at the final point 
of sale to the consumer are not normally taxes 
borne by a company as they are suffered only by 
the final consumer. This type of sales tax is treated 
as a tax collected.

2.  Value added tax is also normally a tax collected. It 
is a tax which is separately identified in the price 
charged to the purchaser; the input tax paid by the 
seller can be set off against the output tax charged 
on the sale; it is the net that is accounted for to the 
tax authorities. Each of these attributes point to VAT 
being a tax collected. The exception to this is where 
VAT incurred is irrecoverable, in which case that 
component will constitute a tax borne.

3.  Cascade-style sales taxes, seen for example 
in some African countries, add additional costs 
to each consumer, so that an element of them 
is borne by each company in a chain of supply. 
These taxes are a charge to the profit and loss 
statement affecting the profitability of a company, 
while VAT and sales tax on final products do not. 
For the purposes of the study, these taxes are taxes 
borne to the extent that they are taxes incurred on 
purchases by the company. 

4.  Turnover taxes are a tax borne as they are generally 
calculated as a percentage of a company’s 
turnover and paid to the tax authorities. They 
become part of a company’s costs and affect a 
company’s profitability.



Total Tax Contribution surveys

The Total Tax Rate is a core component to facilitate the measurement of tax cost in the Paying 
Taxes study. It is interesting to compare the results generated by the study with the empirical work 
carried out by PricewaterhouseCoopers. A survey of large UK listed companies carried out in 
2006 found an average TTR for the UK for these companies of 40.6% compared to 35.7% in the 
Paying Taxes study. Tax rates by reference to turnover have been used as an interesting alternative 
and have often shown some useful correlations across industry sectors and additional insights by 
reference to the value added by a company and who benefits. It is often the case that the rates of 
tax shown to turnover are quite high, particularly for businesses that are involved in charging and 
collecting excise duties. For example, the companies participating in the 2006 survey in the UK 
paid an amount equivalent on average to 18.3% of their turnover in taxes borne and collected. 



Section two

Learning from reform 
– a World Bank 
perspective
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Who makes paying taxes easy and who 
does not?

Tax systems are known to have existed since Ancient 
Egypt (around 3000 BC). Tax systems have evolved 
since then in different ways across the globe. 
Nowadays, tax rules faced by companies can be very 
diverse. In Hong Kong there are only four business 
taxes, all at low rates (for instance, corporate income 
tax is only 17.5% of taxable profits). Meanwhile, 
Belarus has 11 business taxes, 10 of which are paid 
monthly and one paid quarterly, leading to a TTR of 
almost one and a half times commercial profits. 
 
Differences are visible not only in tax rates but also in 
the administrative burden.

“In Sweden we pay taxes online. The corporate 
income tax, value added tax, labour contributions 
and property tax are filed on a single form. Doesn’t 
everyone do it that way?” asks Astrid, a Swedish 
business owner.

Not yet. In Papua New Guinea, Syria and Zimbabwe 
tax forms are brought in person to the tax office and 
‘discussed’ with a tax officer to make sure calculations 
are correct1. To comply with regulations on taxes and 
contributions2 in the Republic of Congo, a company 
must make 89 payments a year, spend 106 days and 
pay 65.4% of its profits. Meanwhile, the company 
has to fill out 50 pages of forms for corporate income 
taxes, 50 for labour taxes and contributions and 36 for 
consumption taxes. Only Belarus and Ukraine have a 
more burdensome tax system (Table 2.1).

1 The World Bank survey has this year also collected supplementary data 
which whilst not used to determine a country’s ranking, does assist 
with the understanding of the tax system in each country. Some of this 
supplementary data is referred to in this publication.

2 Doing Business measures taxes and contributions paid by a 
standardised business. The indicator includes taxes as defined by 
the system of national accounts (compulsory unrequited payments to 
general government) as well as government-mandated contributions 
such as compulsory payments to the employee social security where the 
statutory incidence is on the employer. See Section one for details.

Table 2.1

Where is it easy to pay taxes – and where not?

Rank

1

2

3

4

5

6

7 

8

9

10

Easiest

Maldives

Singapore

Hong Kong, China

United Arab Emirates

Oman

Ireland

Saudi Arabia 

Kuwait

New Zealand

Kiribati

Rank

169

170

171

172

173

174

175 

176

177

178

Most difficult

Panama

Jamaica

Mauritania

Bolivia

Gambia

Venezuela

Central African 
Republic

Congo, Rep.

Ukraine

Belarus

Note: Rankings are the average of the country rankings on the number of 
payments, time and Total Tax Rate.

Source: Doing Business database.

The Maldives levies only one small tax on domestic 
business in the manufacturing sector (the property 
transfer tax) and only hotels and banks are taxed 
on their profits. Oil producing countries tend to 
impose low tax burdens for domestic firms in the 
manufacturing sector because governments generate 
revenue elsewhere. Outside of oil rich countries and 
the Maldives, the top performers whose business 
tax systems may be successfully emulated by other 
countries are Singapore, Hong Kong, Ireland and 
New Zealand.

Four of the bottom 10 countries have a TTR above 
100% of commercial profits. That means that a 
company with sales of 120% of cost of goods sold 
cannot make enough profit to pay all the business 
taxes. Seven of the bottom 10 countries have to pay 
taxes at least once a week and spend at least 65 days 
per year in the process.

Section two
Learning from reform – a World Bank perspective
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Figure 2.1 
More burdensome taxes and contributions, fewer formal 
businesses.
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Note: Relationships are signifcant at the 1% level and remain significant 
when controlling for income per capita. Business density is the number of 
formally registered firms per capita. Business entry is the number of firms 
created in a year as a percentage of all registered firms.

Ease of paying taxes

The ease of paying taxes can range from filing a single 
online form in Sweden to making 124 payments a year 
in Belarus. Investors make their choices accordingly. 
Countries with more payments have fewer formal 
businesses per capita and lower rates of business 
entry (Figure 2.1).3 In Brazil, for example, the Simples 
programme, which aims to ease tax requirements for 
small businesses, increased business registrations 
in the retail sector by 13% compared with the year 
before the programme started.4 

Countries that make it easier to pay taxes and 
contributions also have higher rates of workforce 
participation, and lower rates of unemployment, 
among women.5 The reason appears simple: a 
burdensome tax system disproportionately hurts 
smaller businesses, especially in the services sector, 
and this is where most women work. In Colombia, 
where women outnumber men almost two to one 
among the unemployed6, small businesses have to 
pay 82.4% of their commercial profits, make 69 tax 
payments a year and spend 47 days to comply with all 
tax requirements. This is changing, thanks to a new tax 
law enacted by the Columbian Congress in late 2006.

There is good news: paying taxes is now easier, 
especially in Eastern Europe and Central Asia, which 
had the most reforms in 2006/07. Revenues are 
growing as well. For example, the Czech Republic saw 
its tax revenue rise by 2% after reducing the corporate 
income tax between 2004 and 2005.7 This is part of 
a longer global trend – the tax burden on businesses 

3 Djankov, Simeon, Caralee McLiesh, Rita Ramalho and Andrei Shleifer. 
2007. “Taxation, Investment and Entrepreneurship.” Harvard University, 
Department of Economics, Cambridge, Mass.

4 Monteiro, Joana C. M., and Juliano J. Assunção. 2006. “Outgoing the 
Shadows: Estimating the Impact of Bureaucracy Simplification and Tax 
Cut on Formality and Investment.” Pontifícia Universidáde Católica, 
Department of Economics, Rio de Janeiro.

5 Alesina, Alberto, and Ichino, Andrea. 2007. “Gender-Based Taxation.” 
Harvard University, Department of Economics, Cambridge, Mass. 
Azmat, Ghazala, Maia Guell and Alan Manning. 2006. “Gender Gaps in 
Unemployment Rates in OECD Countries.” Journal of Labor Economics 
24 (1): 1–38.

6 World Bank. 2007. World Development Indicators 2007. Washington, 
D.C.

7 World Bank. 2007. World Development Indicators 2007. Washington, 
D.C.
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Table 2.2 
Who makes paying which taxes easy – and who does not?

Corporate income taxes Labour taxes Other taxes
Payments (number per year) Payments (number per year) Payments (number per year)

Fewest Most Fewest Most Fewest Most

Afghanistan
Argentina
Australia
Austria
Belgium
Bolivia
Brunei
Bulgaria
Burkina Faso
Burundi

1
1
1
1
1
1
1
1
1
1

Cameron
Finland
Indonesia
Nicaragua
Venezuela
El Salvador
West Bank and Gaza
Romania
Uzbekistan
Belarus

13
13
13
13
13
14
14
16
16
24

Argentina
Bulgaria
Chile
Denmark
Ecuador
Hong Kong, China
Ireland
Italy
Kazakhstan
Latvia

1
1
1
1
1
1
1
1
1
1

Mali
Philippines
Senegal
Congo Rep.
Korea
Colombia
Jamaica
Motenegro
Romania
Ukraine

36
36
36
37
37
48
48
48
48
60

Maldives
Oman
Saudi Arabia
Sweden
Brunei
Hong Kong, China
Norway
United Arab Emirates
Seychelles
Singapore

1
1
1
1
2
2
2
2
3
3

Sri Lanka
Ukraine
Panama
Côte d’lvoire
Tunisia
Serbia
Congo, Rep.
Kyrgyz Republic
Belarus
Uzbekistan

33
33
34
39
39
42
47
51
64
90

Notes: not including 6 countries that do not have profit 
taxes

Including 15 countries that do not have labour payments Not including 3 countries that have no other taxes

Time (hours per year) Time (hours per year) Time (hours per year)

Least Most Least Most Least Most

Comoros
Jordan
Grenada
Solomon Islands
Swaziland
Tonga
Ireland
West Bank and Gaza
St Lucia
Mauritius

4
5
8
8
8
8

10
10
11
13

Mexico
Congo, Rep.
Syria
Vietnam
Ukraine
Nigeria
Timore‑Leste
Cameroon
Brazil
Belarus

264
275
300
350
421
480
480
500
736
960

Papua New Guinea
Singapore
Oman
Tonga
United Arab Emirates
Luxembourg
Norway
Australia
Bhutan
Ethiopia

8.5
10
12
12
12
14
15
18
24
24

Jamaica
Venezuela
Vietnam
Czech Republic
Armenia
Bolivia
Nigeria
Brazil
Cameroon
Ukraine

336
360
400
420
480
480
480
491
700
732

Switerland
Singapore
Burundi
New Zealand
Italy
Luxembourg
Albania
Ethiopia
Guinea‑Bissau
Trinidad and Tobago

8
9

12
15
16
23
24
24
24
24

China
Venezuela
Armenia
Bolivia
Mauritania
Pakistan
Senegal
Azerbaijan
Ukraine
Brazil

384
384
480
480
480
480
480
602
932

1374

Notes: not including 6 countries that do not have profit 
taxes

Not including 2 countries that do not have labour tax by 
employee or employer

Only time to pay consumption taxes included, not 
including 19 countries that do not have consumption 
taxes

Total Tax Rate (% of profit) Total Tax Rate (% of profit) Total Tax Rate (% of profit)

Lowest Highest Lowest Highest Lowest Highest
Uzbekistan
Zambia
Saudi Arabia
Latvia
Guatemala
Kyrgyz Republic
Kuwait
Belgium
Czech Republic
Argentina

1.2%
1.7%
2.1%
2.2%
2.6%
3.0%
3.7%
5.4%
5.9%
6.0%

Brunei
New Zealand
Kenya
St. Kitts and Nevis
Japan
Bhutan
Sao Tome and Principe
St. Vincent and the Grenadines
Gambia
Central African Republic

31.8%
32.1%
35.5%
32.7%
33.2%
34.2%
36.9%
37.6%
41.4%

176.8%

Namibia
Malawi
Bhutan
New Zealand
Denmark
Mauritius
Chile
St. Vincent and the Grenadines
Swaziland
South Africa

0.0%
1.1%
1.1%
2.4%
2.5%
3.6%
3.8%
3.9%
4.0%
4.3%

Hungary
Czech Republic
Slovakia
Brazil
Italy
Ukraine
Belarus
China
France
Belgium

39.4%
39.5%
39.7%
40.6%
43.2%
43.4%
44.1%
46.0%
52.1%
57.1%

Brunei
Samoa
Oman
Indonesia
Fiji
Botswana
United Arab Emirates
Vietnam
Ghana
Seychelles

0.0%
0.0%
0.1%
0.1%
0.2%
0.2%
0.3%
0.3%
0.4%
0.5%

Uzbekistan
Eritrea
Liberia
Argentina
Belarus
Mauritania
Congo, Dem. Rep.
Sierra Leone
Gambia
Burundi

66.9%
75.8%
76.3%
77.5%
87.5%
89.9%

221.9%
222.2%
232.4%
253.3%

Notes: not including 13 countries that do not pay profit tax Not including 13 countries that do not pay labour taxes Not including 6 countries that do not pay other taxes

Source: Doing Business database.
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has decreased every year since 1985.8 However, a few 
places – much of Africa, some countries of the former 
Soviet Union and several Latin American countries – 
have yet to catch on (see Section three).

Types of taxes

There are six countries that do not tax profits, 13 
do not have labour taxes or contributions paid by 
the employer, and three do not have other business 
taxes additional to profit tax (corporate income tax) 
or labour taxes and contributions. On average, a 
company spends 56 days time complying with tax 
regulation, 15 days for profit taxes, 21 for labour taxes 
and contributions and 21 for consumption taxes. The 
dispersion in compliance time is high. It takes 105 
days to comply with consumption taxes in Azerbaijan, 
while it takes only one day in Switzerland (Table 2.2). 

Where do the big differences in profit taxes come 
from? Statutory tax rates do have a role in those 
differences, but maybe not the leading role. The 
tax rules defining the computation of the corporate 
tax base can be crucial. A good example can be 
seen in the Czech Republic and Russia which both 
have the same statutory corporate tax rate of 24%. 
However, the effective profit tax is over twice as high 
in Russia. One reason for this is due to differences in 
depreciation rates. In the Czech Republic, machinery 
can be depreciated for tax purposes in five years, 
using the accelerated method, while in Russia it takes 
at least seven years to depreciate the same assets. 

What are the other taxes and why are they so 
different? Other taxes include all the taxes a 
manufacturing company is liable for, excluding those 
related to profit or labour (which are already included 
in other categories). The differences in these taxes 
across economies can be striking. Sweden has only 
one other tax (property tax). Kyrgyz Republic has 
six other taxes (two taxes on property, two turnover 
taxes, one tax on interest and one fuel tax). Property 
tax is the most common among other taxes with 145 
economies levying it. However, differences across this 
tax can be significant. A property tax can be based on 

8 Slemrod, Joel. 2004. “Are Corporate Tax Rates, or Countries, 
Converging?” Journal of Public Economics 88 (6): 1169-86.

the size, value or usage of the property. In the Czech 
Republic, property tax is less than 0.1% of profits 
while in Belarus it is over 32%. Although other taxes 
are often considered less relevant than profit or labour 
taxes, countries with higher other taxes have lower 
investment rates9. 

Who is reforming?

Thirty-one economies made it easier to pay taxes 
in 2006/07 (Table 2.3). Reducing corporate income 
tax rates was the most popular reform implemented 
in 27 economies. Moldova, Mongolia, Sierra Leone, 
Syria, Turkey and Uruguay made major revisions in 
their tax codes. Colombia, Israel, the Kyrgyz Republic, 
South Africa, Uruguay and Uzbekistan reduced the 
number of taxes paid by businesses by consolidating 
or eliminating taxes. Azerbaijan, Bulgaria, Colombia, 
Lesotho, Malaysia, the Netherlands, Turkey and 
Uzbekistan simplified the process of paying taxes by 
introducing or expanding electronic filing and reducing 
the frequency of payments.

Bangladesh, the Dominican Republic, Hungary, 
Venezuela and Zimbabwe increased the tax burden on 
businesses. Bangladesh raised its corporate income 
tax from 37.5% of profits to 40%. Only Comoros 
and São Tomé and Principe have higher corporate 
income tax. The Dominican Republic passed a law 
requiring companies to submit paper receipts every 
month. Hungary introduced a temporary 4% tax on 
profits (the solidarity tax) and increased employers’ 
labour contributions by 3.5 percentage points – both 
with the aim of reducing the budget deficit. Venezuela 
introduced three new taxes: science, technology 
and innovation tax; anti-drug tax; and workplace 
preventions, conditions and environment tax. But only 
the first is in practice as of now. Zimbabwe increased 
the road tax and the tax on cheque transactions. 
It also introduced a new corporate tax form to 
accompany each quarterly payment. This increased 
the time for tax compliance by 40 hours a year.

9 Djankov, Simeon, Caralee McLiesh, Rita Ramalho and Andrei Shleifer. 
2007. “Taxation, Investment and Entrepreneurship.” Harvard University, 
Department of Economics, Cambridge, Mass.
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Bulgaria was the top reformer in 2006/07: it reduced 
the corporate tax rate from 15% to 10% and 
employers’ labour taxes by 7%. In addition, online 
filing is now widely used for corporate income tax and 
social security contributions.

Turkey was the runner-up in reforms. It reduced the 
top rate for corporate income tax from 30% in 2005 
to 20% in 2006 and introduced a new corporate tax 
code. Turkey also reduced the tax on interest from 
18% to 15% in 2006 and simplified other taxes, 
such as the property tax and the tax on cheque 
transactions. It also improved e-filing, reducing the 
time businesses need to comply with tax regulations 
by 31 hours. 

Eastern Europe and Central Asia accounted for about 
a third of the reforms in 2006/07. Besides Bulgaria, 
eight countries reduced their corporate income rate 
tax and six reduced social contributions paid by 
employers. Uzbekistan reduced the corporate tax rate 
from 15% in 2005 to 12% in 2006 and 10% in 2007. 
It also gradually reduced labour contributions from 
33% in 2004 to 24% in 2007, expanded the single tax 
payment regime for small businesses, and abolished 
ecology tax. Moldova is taking the most ambitious 
step: reducing the corporate income tax rate from 
15% to 0% in 2008 after already lowering it from 18% 
in 2006. FYR Macedonia is committed to reducing 
the corporate income tax rate from 15% in 2006 

to 12% in 2007 and 10% in 2008. Albania reduced 
social security contributions paid by the employer 
from 30.7% to 21.7% in 2006. Azerbaijan reduced 
corporate income tax rates by two percentage points 
and simplified the administrative process of paying 
this tax. Kazakhstan increased depreciation rates 
reducing the base for profit tax. Kyrgyz Republic cut 
the corporate tax rate in half and decreased labour 
taxes and contributions by three percentage points. 
Romania and Slovenia reduced labour taxes. Slovenia 
is going a step further and plans on eliminating payroll 
tax by 2009.

In Eastern Europe, a main motivation for simplifying 
taxes is joining and being competitive in the European 
Union. This has created pressure on Western European 
countries to simplify taxes too. The Netherlands has 
reduced the top rate for corporate income tax from 
31.5% in 2005 to 29.6% in 2006 and 25.5% in 2007. 
It also reduced three of the labour contributions. And 
it introduced e-filing for social security contributions, 
greatly simplifying the process of paying taxes. 
Greece, Portugal, and Spain all reduced their 
corporate income tax rates. Both Greece and Spain 
followed a gradual tax reduction strategy: from 35% in 
2004 to 25% in 2007 for Greece and from 35% in 2006 
to 30% in 2008 for Spain (Table 2.4).

Six countries reformed in Africa. Sierra Leone reduced 
a cascading sales tax – a sales tax that must be paid 

Table 2.3 

Reducing tax rates – the most common reform in 2006/07

Reduced profit tax

Reduced labour taxes or 
contributions

Simplified process of 
paying taxes

Revised tax code

Eliminated taxes

Azerbaijan, Bulgaria, Colombia, Cote d’lvoire, Greece, Israel, Kazakhstan, Kyrgyz 
Republic, Lesotho, FYR Macedonia, Malaysia, Mauritius, Mexico, Moldova, 
Mongolia, Netherlands, Portugal, Slovenia, South Africa, Spain, Syria, Trinidad, 
and Tobago, Tunisia, Turkey, Uruguay, Uzbekistan, West Bank and Gaza

Albania, Bulgaria, Israel, Kyrgyz Republic, Mexico, Moldova, Netherlands, 
Romania, Seychelles, Slovenia, Sourth Africa, Uzbekistan

Azerbaijan, Bulgaria, Colombia, Lesotho, Malaysia, Netherlands, 
Turkey, Uzbekistan

Moldova, Mongolia, Sierra Leone, Syria, Turkey, Uruguay

Colombia, Israel, Kyrgyz Republic, South Africa, Uruguay, Uzbekistan

Source: Doing Business database.
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on raw materials and cannot be deducted upon sale 
of the final product – from 15% to 10%. Next year, it 
is likely to complete the process of replacing this tax 
with a value added tax. Four other African countries 
lowered their corporate income tax rate, and two 
reduced labour contributions. Mauritius is gradually 
replacing the standard profit tax rate of 25% with the 
new rate of 15%. This rate will apply to all sectors 
with no exceptions from July 2009. But Africa is still 
the region with the highest tax rates – with the Central 
African Republic, the Democratic Republic of Congo, 
Sierra Leone, Burundi and Gambia each requiring 
businesses to pay more than 200% of their profits.

In Latin America and the Caribbean, Trinidad and 
Tobago made the biggest reduction in the TTR 
by cutting the corporate income tax rate by five 
percentage points. Uruguay passed a new tax law that 
eliminates 15 taxes, simplifies the social contributions 
and reduces the profit, personal income and value 
added taxes. Colombia eliminated the system of 
adjustment for inflation, simplifying tax computation. 
Mexico continues to reduce the corporate income tax 
rate gradually.

Four economies in the Middle East and North Africa 
made their tax law more business friendly. While the 
main focus of reforms was reducing the profit tax rate, 
some countries went beyond that. Israel eliminated 
stamp duty. Syria developed a large-taxpayer unit 
to make it easier for large businesses to pay taxes. 
Both Tunisia and West Bank and Gaza reduced 
consumption taxes.

Only two countries reformed in East Asia and Pacific, 
the region with the second lowest tax rate (Figure 2.2). 
Mongolia put in place new laws for corporate income, 
value added and personal income taxes, including a 
new flat tax for individual income. Malaysia reduced 
the profit tax rate by one percentage point (with 
another one percentage point reduction planned by 
2008) and simplified online tax filing.

Table 2.4 

Major cuts in corporate income taxes in 2006/07

Region Changes in corporate income 
tax rate

Eastern Europe 
& Central Asia

Sub-Saharan 
Africa

Latin America 
& Caribbean

OECD high 
income

Middle East & 
North Africa 
 

East Asia & 
Pacific

Azerbaijan
Bulgaria
Kyrgyz Republic
Macedonia
Moldova
Slovenia
Turkey
Uzbekistan

Côte d’lvoire
Lesotho
Mauritius
South Africa

Colombia
Mexico
Trinidad and Tobago
Uruguay

Greece
Netherlands
Portugal
Spain

Israel
Syria
Tunisia
West Bank and Gaza

Malaysia
Mongolia

24 to 22
15 to 10
20 to 10
15 to 12
18 to 15
25 to 23
30 to 20
15 to 12

35 to 27
35 to 25
25 to 22.5
12.5 to 10

35 to 34
29 to 28
30 to 25
30 to 25

29 to 25
29.6 to 25.5
27.5 to 26.5
35 to 32.5

31 to 29
35 to 28
35 to 30
16 to 15

28 to 27
30 to 25

 Data are for the secondary company tax, paid on top of the corporate 
income.

Source: Doing Business database.
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Figure 2.2 
Business taxes lowest in the Middle East and North Africa
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What to reform?

Tax reforms are usually controversial, attracting 
intense political debate. The choice is often perceived 
as being between lower taxes with more votes, but 
potentially less government revenue – and higher rates 
with discontented voters, but potentially smaller fiscal 
deficits. In reality there is often no trade-off between 
revenues and votes as reform can involve more than 
adjusting tax rates. Since 2005, 90 reforms in 65 
economies have pointed to the four most successful 
reforms:

Introduce online filing.•	

Combine taxes.•	

Simplify tax administration.•	

Reduce tax rates and broaden the base.•	

Of those 65 economies, four improved their tax system 
every year: Albania, Bulgaria, Mexico and Moldova. 
Eighteen others reformed twice: the Czech Republic, 
Estonia, Ghana, Greece, Hungary, India, Israel, 
Latvia, Lesotho, Lithuania, Morocco, the Netherlands, 
Pakistan, Senegal, Sierra Leone, Spain, Turkey and 
Uzbekistan (Figure 2.3).

Figure 2.3 
Most reforms since 2004/5 occurred in Eastern Europe and 
Central Asia
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Introduce online filing

A quarter of the world’s countries have electronic 
filing and payment of business taxes. That means 
no need for paper documents – and no need for 
personal interaction with tax officers. A third of the 
world’s countries now use electronic payment such 
as bank transfer – and half use payment by cheque. 
In Mozambique the tax authority favours cheque 
payments by clearing them faster than bank transfers. 
But this choice has not been incident free: some 
cheques were deposited in accounts belonging to tax 
officers. Some of the countries that have introduced 
online filing within the past three years are Bulgaria, 
Latvia and Madagascar.

Combine taxes

Almost 50% of countries have more than one labour 
tax or contribution, 27% more than one tax on 
profits and 41% more than one tax on property. If 
the base is the same (salaries, profits or property 
value), why not just combine them? Having multiple 
taxes increases the bureaucratic burden for both the 
taxpayer and the tax administration. Poland has the 
highest administrative costs of tax collection among 
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OECD countries, at 2.62% of revenue.10 The reason? 
A business has to make 41 tax payments a year, 
including four different labour taxes. Many countries in 
Eastern Europe and Central Asia have a similar burden 
(Figure 2.4). In contrast, tax administration in Sweden 
costs only 0.59% of revenue, since all business taxes 
can be paid online.

Several countries have joint tax payments. Bosnia and 
Herzegovina combines three labour contributions, and 
Uruguay four, in one monthly payment. In Portugal 
companies can pay two taxes on profits together.

Figure 2.4  
Administrative burden biggest in Eastern Europe and 
Central Asia
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Slovakia has also consolidated several social 
security and related contributions into a single social 
contribution tax which funds health insurance, 
sickness insurance, old age pensions, disability 
insurance, unemployment benefits, injury insurance, 
guarantee insurance and reserve fund contributions.

Simplify tax administration

More than half of the countries in our study require 
special accounting books for tax purposes. Two-fifths 
have more than one law per type of tax. This means 
businesses spend a lot of time complying with tax 

10 OECD (2007).Tax Administration in OECD and Selected Non-OECD 
Countries: Comparative Information Series(2006).Paris.

regulations (Figure 2.5). Making the tax rules for 
businesses complex is unlikely to generate more 
revenue – quite the opposite. Countries that do not 
require special books of account for tax purposes 
have 10% more revenue (as a percentage of GDP) on 
average than countries that do. Countries with clear 
tax laws increase tax revenues by 6% on average.11 

Figure 2.5  
More complexity, more time paying taxes
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Source: Doing Business database.

Clarity on tax authority audit rules can make a big 
difference. While the vast majority of countries have a 
system of self-assessment for calculating taxes, only 
about 16% use risk analysis as the basis for their tax 
audits. Yet tax audits are potentially a big opportunity 
for bribes. Using clear rules (and even statistical 
analysis) to determine who is subject to and how to 
conduct an audit, as well as provisions for robust 
statistical analysis can reduce this opportunity and 
increase tax revenue. Indeed, countries with audits 
based on risk analysis have higher tax revenue as a 
percentage of GDP – 18% higher on average – despite 
having lower tax rates. 

The reason is that businesses have fewer incentives 
to hide revenues. One example: a 2007 study of 
transition economies finds that businesses that report 
frequent tax audits are also 17% less likely to borrow 
from banks. Instead, they resort to informal lenders. 

11 World Bank. 2007. World Development Indicators 2007. 
Washington, D.C
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That way, the borrowed money stays out of the 
tax records.12

Tanzania simplified its income tax regime significantly 
in 2004/5 with the introduction of a new, more 
comprehensive statute. In addition to reducing the 
tax rates on income, the new law broadened the tax 
base, closing loopholes and introducing taxpayer 
self-assessments. In the same year, Georgia cut the 
number of taxes from 21 to nine as part of the features 
of a new, simpler system which was widely praised by 
the business sector. 

Figure 2.6  
Higher tax rates, greater obstacle to business. Reduce tax 
rates and broaden the base
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12 Safavian, Mehnaz, and Joshua Wimpey. 2007. “When Do Enterprises 
Prefer Informal Credit?” World Bank, Enterprise Analysis Unit, 
Washington, D.C.

Croatia followed suit in 2005/6 simplifying its tax forms 
by cutting eight pages of tax returns and shortening 
the time required to comply with tax regulations by 
five days. Azerbaijan, Bulgaria, Colombia, Lesotho, 
Malaysia, the Netherlands, Turkey and Uzbekistan all 
undertook broad tax system simplification measures 
in 2006/7.

Reduce tax rates and broaden the base

High tax rates can force companies into the informal 
sector (Figure 2.6). In the Democratic Republic of 
Congo, with taxes twice as high as the commercial 
profit for a company with a profit margin of 20%, 
businesses have a strong incentive to evade taxes. 
Indeed, half the country’s manufacturing activity is in 
the informal sector.13 Such countries can potentially 
increase tax revenue by lowering rates and persuading 
more businesses to comply with the new tax system. 
Even countries with a smaller informal sector can 
gain from this strategy. Greece saw its corporate tax 
revenue grow from 4% of GDP to 5% after reducing 
the corporate tax rate in 2005 . Egypt saw the number 
of complying taxpayers increase by a million after 
reducing both corporate and personal income tax 
rates in 2005.14

13 Schneider, Friedrich. 2005. “Shadow economies of 145 countries all over 
the world: what do we really know?” CREMA Working Paper 2005-13. 
Center of Research in Economics, Management and the Arts, Zurich.

14 Ramalho, Rita.2007. “Adding a million taxpayers.” In World Bank, 
Celebrating Reform. Washington, D.C.: World Bank Group and U.S. 
Agency for International Development.
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Corporate income tax is only part of the burden of 
taxes on business. The Paying Taxes study shows that 
overall, corporate income tax accounts for only 37% 
of the Total Tax Rate, 12% of the tax payments made 
and 26% of the compliance time (see Figure 3.1). 
These figures are very similar to the findings for last 
year (36% of the TTR, 11% of payments and 25% of 
compliance time).

Figure 3.1  
Corporate income tax is only part of the burden of taxes 

12%

26%
37%

39%

49%

37%

37%

33%

30%

Payments

Corporate income tax Labour tax Other taxes

Time TTR

Source: Doing Business database.

In the Doing Business project, the ranking that 
is published is the overall ranking for ease of 
paying taxes which is an equal weighting of the 
three components as described earlier in this 
publication. In Paying Taxes 2008, in response to 
feedback, we are also publishing the individual 
ranking for each of the components to add 
transparency and clarity to the understanding of 
the data generated. 

This greater transparency around the data will help 
inform governments and other stakeholders on 
how tax systems impact businesses across the 
cost and compliance indicators in connection with 
the circumstances of this standard modest-sized 
company. It can help give some indication as to the 
factors that encourage, or discourage such businesses 
to invest. It is clear that governments need to look 
across all the taxes when considering reform, and 
greater transparency around the components of the 

overall ranking may help focus on where efforts in 
reform are most effective.

What follows is an initial commentary and observations 
on some of the findings of the study. Only a small 
selection can be covered in this commentary. A full 
list of the rankings for each of the indicators and their 
components is included in Appendix 1. Further detail 
of the results generated for each country can be found 
at: www.doingbusiness.org/exploretopics/payingtaxes

Feedback from the countries:

The commentary includes comments from 
PricewaterhouseCoopers in a selection of countries. 
These give a good insight into the increasing 
recognition of the Total Tax Contribution concept 
and the Paying Taxes data as a way to assist with 
the benchmarking and comparisons of countries’ 
tax systems. They also show how there is a growing 
interest from businesses in each country to understand 
their total tax contribution and how they rank with 
their peers. 

1 Total Tax Rate (TTR)

Table 3.1 shows the countries that are in the top 10 
and the bottom 10 for the TTR indicator. It is important 
to understand that the overall ranking for ease of 
paying taxes is also influenced by the two indicators 
related to the compliance burden as well as by the tax 
cost. This is well illustrated by some countries listed in 
Table 3.1.

Six of the countries shown here with the lowest TTR 
are not in the overall top 10 rankings for ease of paying 
taxes with, for example, Lesotho having a low overall 
ranking at 49. Six of the countries with the highest TTR 
are not in the overall bottom 10 rankings with Eritrea 
being best placed overall at 103. This illustrates that 
compliance issues can significantly affect the overall 
ranking, either counteracting the benefit of a low TTR 
rate as in the case of Lesotho or mitigating the impact 
of high tax rates as in the case of Eritrea. Table 3.2 
shows the full rankings for Lesotho .
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Table 3.1

TTR rankings

Lowest Highest

1
2
3
4
5
6
7
8
9
10

Vanuatu
Maldives
United Arab Emirates
Kuwait
Saudi Arabia
Zambia
West Bank and Gaza
Botswana
Samoa
Lesotho

8.4%
9.1%
14.4%
14.4%
14.5%
16.1%
17.1%
17.2%
19.8%
20.8%

169
170
171
172
173
174
175
176
177
178

Eritrea
Uzbekistan
Mauritania
Argentina
Belarus
Central African Republic
Congo, Dem. Rep.
Sierra Leone
Burundi
Gambia

84.5%
96.3%
107.5%
112.9%
144.4%
203.8%
229.8%
233.5%
278.7%
286.7%

Source: Doing Business database. 
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African Union comparison of Total Tax Rates

Source: Doing Business database. 
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Table 3.2

Analysis of overall ranking for Lesotho

Payments (number)

Compliance (hours)

Total Tax Rate

Overall ranking

Result

22

342

20.8%

Rank

58

128

10

49

Source: Doing Business database.

Some other regional and economic groupings are 
interesting to consider and these illustrate some of the 
broad themes generated by the survey results around 
the TTR.

Sales taxes and their impact on TTR

Section one of this publication pointed to the different 
types of sales tax systems in use around the world. 
The results of the study show that, of these, cascade 
type sales taxes and turnover taxes can significantly 
impact the TTR.

This can be illustrated in Africa where the variation in 
TTRs is wide (Figure 3.2).

Zambia has a TTR of 16% (ranked six in the world on 
this measure alone), whereas Gambia collects 287% of 
a company’s commercial profit through taxes, ranking 
bottom in the world on this measure. Figure 3.3 shows 
components of this 287% tax charge compared with 
the commercial profit in the bar chart. Below this, 
the pie chart shows the proportions that each tax in 
Gambia has in relation to the TTR for that country.

There are a number of African countries along with 
Gambia that have TTRs in excess of 100%. These are 
the Central African Republic, Sierra Leone, Burundi 
and Mauritania. The extremely high tax rates in Sierra 
Leone and Burundi are, as with the Gambia, due to the 
impact of ‘cascade’ sales taxes. This sort of tax has 
a significant impact on a company’s TTR due to the 
nature of its operation and calculation. Cascade sales 
tax on purchases becomes a tax borne and cannot 
be offset against sales tax on sales (as is the case 

for VAT). The high TTRs in Mauritania and the Central 
African Republic are largely caused by corporate 
income taxes with a minimum tax based on turnover 
which is binding in the circumstances of the case 
study company.

Figure 3.3  
Gambia – total taxes borne
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Source: Doing Business database. 

Gambia – analysis of TTR

Sales tax – 77.1%
National Education 
Levy – 1.5%

Municipal business 
license – 2.1%

Corporate income tax 
– 12.3%

Fringe benefits tax provided 
to employees – 0.1%

Social security 
contributions – 3.9%

Fuel tax – 0.1%

Capital gains tax – 2.1%

Vehicle tax – 0.1%

Property tax – 0.1%

Contribution to injuries 
compensation fund – 0.4%

22.9%

Source: Doing Business database. 

Seven of the 10 countries in the world with the highest 
TTRs are African countries, and it is largely the impact 
of these seven countries, and the sales and turnover 
taxes, that drive the average TTR for the sub Saharan 
African countries to nearly 70% – the highest of any 
geographical grouping (see Figure 3.4).

287%

Cascade 
sales tax
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Figure 3.4  
Geographical groupings comparison of Total Tax Rates
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In contrast, three African countries are in the countries 
with the lowest TTRs; this highlights the differentials in 
tax systems across the African continent. The variation 
across the continent in the time to comply indicator is 
discussed further on in this section.

Turnover taxes also have a major impact on the TTR 
in Argentina. The turnover tax in Argentina is paid 
monthly and is calculated as 3% of gross sales. This 
sort of turnover tax is a cost to the company and 
therefore significantly impacts the TTR as illustrated in 
Table 3.3.

Table 3.3

Argentina – breakdown of TTR

Type of tax 

Turnover tax by city of Buenos Aires
Social security contributions
Tax on financial (cheque) transactions 
Corporate income tax
Labour risk insurance 
Property tax
Fuel tax
Stamp tax on sale of real estate
Vehicle tax

Total Tax Rate

Impact on 
TTR

53%
25.9%
17.6%
6.0%
3.4%
3.4%
2.4%
0.8%
0.2%

112.9%

Source: Doing Business database.

Impact of labour taxes on TTR

Labour taxes and contributions borne by the employer 
can also have a significant impact on the TTR. Figure 
3.4 shows that labour taxes are more prevalent in 
OECD countries, the Middle East and Northern Africa, 
and also Eastern Europe and Central Asia. Figure 3.5 
gives the breakdown of the TTR for the G8 countries. 

Figure 3.5  
G8 comparison of Total Tax Rates
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For the modest-sized company used by the 
case study, labour taxes borne are the largest 
element of the TTR in France, Italy and Russia. In 
Italy, labour taxes make up more than half of the 
TTR of 76.2%. The taxes borne by companies 
in Italy in relation to their employees include 
taxes connected to retirement, maternity, family, 
unemployment, sickness, redundancy and pensions.



Frank Dierckx from PricewaterhouseCoopers in Belgium 
comments on the Belgian system.

“Once again Belgium remains towards the bottom of the league in an international Total Tax Rate comparison. 
With a ranking of 154 out of 178, we are behind almost all European countries, with the exception of France 
and Italy. This is hardly surprising, as Belgium effectively has a very high tax burden with a marginal personal 
income tax rate of around 54% (with community taxes), personal social security contributions of above 13% 
and company contributions of 35% of wages, a VAT rate amounting to 21% and a corporation tax rate of 34%.

Despite this heavy burden, Belgian fiscal policy has clearly improved over recent years. We would cite the 
notional interest deduction, the drop in personal income tax and, more recently, the introduction of VAT grouping. 
But the road is still a long one and competition with other countries is brisk in attracting investment. We therefore 
have to continue to adapt our system as fiscal policy remains one of the main decisive factors in the hunt 
for investment.

The government took measures aimed at reducing tax, but the tax and social security revenue percentage of 
the GDP remained at 44.2% for 2007, showing that this objective has not been attained. In absolute terms, 
Belgium still has a very high tax burden, even though comparatively we get a lot back in return – social security, 
healthcare refunds, infrastructure in numerous forms, etc. 

PwC Belgium is currently running a Total Tax Contribution survey together with the Federation of Enterprises 
in Belgium to determine and assess more precisely the total amount of business taxes paid in Belgium by 
companies. Results of this survey are expected in early 2008.”
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Figure 3.6  
France – proportions of the total taxes borne 

Fuel tax – 2%

Corporate income tax – 13%

Business tax – 7%

Payroll tax – 9%

Social security contributions – 69%

Source: Doing Business database. 

In France labour taxes account for 78% of the TTR 
(Figure 3.6).

Whilst payroll taxes contribute 9% of the TTR, social 
security contributions make up 69%. The latter 
consists of a variety of contributions such as health 
coverage, old-age state pension, family benefits, work 
related accidents contributions, transportation of 
employees, apprenticeship and training. 

It is interesting to note, however, that the number and 
size of labour taxes borne by the employer may not 
necessarily correlate to the size of the compliance 
burden. In France, it takes our case study company 
80 hours to comply with its compliance obligations for 
labour taxes, in Italy 320. The compliance obligations 
will of course include taxes collected as well as 
taxes borne.

Figure 3.7 shows that labour taxes borne are often a 
significant element of the TTR across the EU.

Impact of corporate income tax on TTR

It is interesting to consider the impact of corporate 
income tax on the TTR. For example, there has 
undoubtedly been a trend across the EU countries in 
recent years to reduce the statutory rate of corporate 
income tax to attract business investment. Estonia 
and the Czech Republic provide examples of this with 
Estonia reducing its rates from 24% to 23% between 

2005 and 2006 and an intention to reduce them to 
20% by 2009, and the Czech Republic reducing its 
rate by 2% between 2005 and 2006.

Figure 3.7  
EU comparison of Total Tax Rates
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Figure 3.7 shows however that whilst both countries 
now have low statutory rates for corporate income tax, 
they both rank in the third highest quartile across the 
EU for TTR.

It also shows that labour taxes are an important 
element of the taxes borne by business in 
both countries.

Figure 3.8  
ASEAN comparison of Total Tax Rates
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Denmark appears to be an exception in the EU, 
with labour taxes borne by the company accounting 
for only a small part of the TTR. It is the employee 
in Denmark that bears the significant element of 
labour taxes. 

A contrast to the EU is shown in the ASEAN countries, 
the Association of South East Asia Nations (Figure 
3.8). Here corporate income tax is the most significant 
element of the TTR and labour taxes borne by the 
employer are less significant.

2 Time to comply in hours per year 

Table 3.4 shows the countries that are in the top 10 
and bottom 10 for the time to comply indicator.

Honours for the lowest number of compliance 
hours are spread around the world. The United Arab 
Emirates provides an example of a country where our 
case study company requires the least time to comply 
with its taxation obligations (Table 3.5). Only three 

taxes are imposed by the United Arab Emirates – the 
vehicle registration fee and trade licence which do 
not feature in the time to comply measure, and the 
country’s social security contributions system, where 
the tax payable is based on gross salaries and takes 
only 12 hours to comply with.

Table 3.5

Analysis of overall ranking for UAE

Payments (number)

Compliance (hours)

Total Tax Rate

Overall ranking

Result

14

12

14.4%

Rank

31

2

3

4

Source: Doing Business database. 

Brazil is the country where it takes the case study 
company longest to comply with its tax obligations. It 
is only the low number of tax payments that lifts Brazil 
to 137 in the overall ranking. 
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Table 3.4

Time to comply in hours per year

Least hours Most hours

Rank Hours Rank Hours

1

2

3

4

5

6

7

8

9

9

9

12

Maldives

United Arab Emirates

Singapore

Luxembourg

Oman

Switzerland

New Zealand

St. Lucia

Ireland

Seychelles

St Vincent & The Grenadines

Saudi Arabia

0

12

49

58

62

63

70

71

76

76

76

79

165

169

170

171

172

172

174

175

176

177

Czech Republic

Azerbaijan

Vietnam

Bolivia

Nigeria

Armenia

Belarus

Cameroon

Ukraine

Brazil

930

952

1050

1080

1120

1120

1188

1400

2085

2600

Source: Doing Business database. 



34

Impact of consumption taxes on compliance hours

As an emerging economy and one of the so-called 
BRIC countries (Brazil, Russia, India and China), Brazil 
is out of line with the others in the grouping. 

Figure 3.9  
BRIC comparison of hours to comply
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Source: Doing Business database. 

The time to comply with the tax system in Brazil is 
some 2,600 hours; the equivalent measure in India is 
271 hours. This puts India on a par with the average 
hours to comply in both the G8 (254 hours) and EU 
(257 hours) but leaves Brazil at the bottom of the world 
ranking on this measure alone. 

Figure 3.10  
Brazil hours to comply

ICMS (similar to VAT) – 1,374

Social security contributions (INSS) – 491

Corporate income tax (IRPJ) – 736

Source: Doing Business database. 

Over half the hours in Brazil are needed on compliance 
with the ICMS system, a consumption tax which is 
collected on behalf of the tax authorities but not borne 
by the company. So while this tax does not form part 
of the TTR of the company in Brazil, it contributes 
significantly to the administrative burden (Figure 3.10).

The Ukraine is the country where the case study 
company needs the second largest number of 
compliance hours and, as for Brazil, a significant 
number of the hours spent relate to the administration 
of consumption taxes collected (here VAT), which does 
not form part of the TTR (Figure 3.11).

Figure 3.11  
Ukraine hours to comply

Value added tax (VAT) – 932

Pension fund contributions – 732

Corporate income tax – 421

Source: Doing Business database. 

The impact of consumption taxes on compliance time 
can also be seen across the EU (see Figure 3.12). 

Companies in the Czech Republic and Bulgaria, 
where time spent complying with the tax system is 
the highest in the EU, spend a significant number of 
hours complying with the administration and payment 
of consumption taxes. In the Czech Republic some 
360 hours are spent dealing with the collection of 
VAT – this tax does not contribute towards the TTR 
(assuming full recovery is possible). 
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Carlos Iacia from PricewaterhouseCoopers in Brazil comments on 
the Brazilian tax system and in particular on compliance issues.

“As last year, the Paying Taxes study revealed one of the most concerning issues of the Brazilian tax system. In 
Brazil, taxpayers spend more time than anywhere else (2,600 hours a year) complying with their tax obligations.

The issues range from the number of taxes charged, to the competence granted to each government authority 
(Federal, State and Municipal) to charge such taxes. The Brazilian VAT, ICMS (tax on the movement of goods, 
transport services and communication services), can be charged by the 27 states of the Brazilian Federation. 
The municipal tax on services (ISS) is charged by more than 5,000 Brazilian municipalities. Each one of these 
governmental bodies has the power to legislate on the tax computation and collection, guided by one major law 
that provides general rules - the National Tax Code (CTN).

When we think of ‘compliance’, it may seem an easy task: it is only a matter of calculating and paying taxes. 
However, this process of computation is extremely complicated in Brazil since the taxpayer has to consider 
the legislation and compliance obligations of each taxing body. These, in most cases, require taxpayers to file 
several different monthly returns including the total tax accrued, paid or offset. 

In addition, companies require tax clearance certificates, which are essential documents for the purposes of 
obtaining loans, participating in bidding and applying for tax incentives. This gives rise to further bureaucracy 
and obstacles for the development of corporate business.

In view of the above, companies are required to maintain professionals among their tax personnel who are fully 
dedicated to the correct compliance with such tax matters, in order to avoid potential errors or distortions which 
may end up increasing the Brazilian tax burden even more. 

Therefore, the World Bank survey is very important since it evidences the urgent need for huge reform in the 
Brazilian tax system. Several different bills of law have been discussed at the Brazilian National Congress, 
proposing, among other tax changes, the unification of ICMS. The approval of these changes, which are so 
important for the development of the country, requires discussions among the Federal, State and the Municipal 
bodies as they all have their numerous and different interests and needs, considering the conditions of each 
region of the country, and the level of tax collections. The issue, therefore, is to put together all these interests 
and make a fair distribution of the tax income, which represented 34.23% of the GDP (gross domestic product) 
in 2006.”



36

Section three 
Understanding Total Tax Contribution and the Paying 
Taxes data – a PricewaterhouseCoopers perspective

It is a similar story in Bulgaria where consumption tax 
accounts for nearly half of the time spent complying 
with the tax system. In both cases most time is spent 
in preparation which can include gathering data 
from internal records or the actual calculation of the 
tax liability including inputting data into software or 
spreadsheets (Figure 3.13).

Figure 3.12  
EU comparisons of hours to comply

300

100

400

500

600

800

700

900

200

0

Lu
xe

m
b

ou
rg

Ire
la

nd

B
el

gi
um

R
om

an
ia

S
p

ai
n

P
ol

an
d

E
st

on
ia

Li
th

ua
ni

a

La
tv

ia

P
or

tu
ga

l

B
ul

ga
ria

U
ni

te
d

 K
in

gd
om

A
us

tr
ia

S
lo

ve
ni

a

H
un

ga
ry

C
ze

ch
 R

ep
ub

lic

S
w

ed
en

N
et

he
rla

nd
s

G
re

ec
e

S
lo

va
ki

a

Fr
an

ce
D

en
m

ar
k

G
er

m
an

y

Fi
nl

an
d

Ita
ly

Corporate income tax time Labour tax time Consumption tax time

Source: Doing Business database.

Figure 3.13  
Bulgaria and the Czech Republic – hours spent on 
consumption taxes
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Source: Doing Business database. 

Compliance hours – variation across the G8

Member countries of the G8 are worth highlighting 
here given the variation in compliance hours 
(Figure 3.14).

Russia fares the worst, with 448 hours in total and 
consumption taxes again the biggest tax burden. 192 
hours are needed to collect VAT on behalf of the tax 
authorities. Russia also illustrates that a lower tax 
cost (TTR) does not always correlate to lower hours to 
comply. Russia ranks five in the G8 on TTR and eight 
on time to comply. France on the other hand, shows 
the reverse, ranking seven in the G8 on TTR and three 
on time to comply (Figures 3.5 and 3.14).

In Italy, nearly all the hours spent by the company 
complying with the tax system are to deal with 
labour taxes; 320 hours are spent doing this whilst 
only 24 hours are needed to administer corporate 
income taxes.

In the US and Japan, corporate income taxes make 
up a large part of the number of hours spent on tax 
compliance.

Figure 3.14  
G8 comparisons of hours to comply

U
ni

te
d

 
K

in
gd

om

C
an

ad
a

Fr
an

ce

G
er

m
an

y

U
ni

te
d

 S
ta

te
s

Ja
p

an

Ita
ly

R
us

si
a

400

450

500

250

150

50

300

350

200

100

0

Corporate income tax time Labour tax time Consumption tax time

Source: Doing Business database.



Tom O’Brien of PricewaterhouseCoopers in Canada comments 
on the Canadian results.

“The period between the 2007 and 2008 Paying Taxes studies contained few changes to the Canadian tax 
system that affect the case study on which the analysis is based.

At first glance, Canada’s ranking of 99 for the Total Tax Rate may seem disappointing. However, it should be 
noted that the benefit to corporations arising from the elimination of the Canadian Federal Large Corporation 
Tax, or LCT, is not taken into account in the Paying Taxes results due to the size of the case study company. 
The elimination of this tax, effective 1 January 2006, represents a real saving available to many corporations 
operating in Canada.

With decreases in corporate income tax rates announced for 2007 to 2010, the Canadian TTR is expected to 
improve in future studies.

Canada’s rankings for compliance time and number of tax payments remain high at 27 and 15 respectively. 
These results are a reflection of the overall efficiency of the Canadian tax system, which features a globally 
competitive Revenue Agency and incorporates technology such as the internet and electronic banking to 
increase the ease of remitting tax payments and complying with Federal and Provincial tax legislation.”

Steve Okello from PricewaterhouseCoopers in Kenya highlights 
some of the reforms which have benefited companies in Kenya in 
reducing their administrative burden.

“The Government of Kenya has taken on board the comments made within the Doing Business report over the 
last two years and embarked on improving the business environment within the country. This has been done in 
consultation with various stakeholders including the private sector and the International Finance Corporation 
(IFC). The significant measures taken have led to remarkable improvements being achieved in the last year, and 
these should be reflected in next year’s run of the study. 

Out of the ten Doing Business indicators, the Government of Kenya has been paying special attention to three 
key indicators:

1. Starting a business;

2. Dealing with licenses; and

3. Paying taxes.

The Kenyan Revenue Authority, in consultation with the Minister for Finance, has implemented a number of 
reforms to enhance tax compliance by taxpayers and simplify requirements. Some of the key improvements 
include the implementation of electronic tax registers, which provide monthly sales reports for inclusion on the 
VAT returns. This cuts out reconciliation requirements and the need to extract data from manual records. It is 
hoped that the total numbers of hours to deal with VAT matters will reduce substantially from the current total of 
300 hours per annum.”
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Table 3.6

Number of tax payments

Fewest payments Most payments

Rank No. of payments Rank No. of payments

1
2
3
3
5
6
7
7
7
10
10
10
10
10

Maldives
Sweden
Hong Kong, China
Norway
Singapore
Afghanistan
Kiribati
Latvia
Mauritius
New Zealand
Ecuador
Portugal
United Kingdom
Spain

1
2
4
4
5
6
7
7
7
8
8
8
8
8

169
170
171
172
173
174
175
176
177
178

Venezuela
Jamaica
Dominican Republic
Kyrgyz Republic
Montenegro
Congo, Republic
Romania
Ukraine
Uzbekistan
Belarus

70
72
74
75
88
89
96
99
118
124

Source: Doing Business database. 
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Figure 3.15  
African Union comparisons of hours to comply

Source: Doing Business database.
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Variation across the African Union

Countries within the African Union display some of the 
greatest variations in the time to comply with the tax 
system as they do in the TTR (see Figures 3.15 and 
3.2). At one end of the scale, the study shows that for 
the case study company in the Seychelles, it would 
take 76 hours to comply with the tax system across all 
taxes. In contrast the company in Cameroon faces a 
burden of 1,400 hours.

Lesotho is amongst the top three countries in the 
African Union on the TTR measure and has undertaken 
significant tax reforms over recent years. In Lesotho 
sales tax was replaced with a VAT system in 2003 
and the revenue authority has taken steps to make 
tax collections fairer and easier. These reforms have 
impacted the compliance burden of companies. As 
a result, the tax system in Lesotho now takes 342 
hours to comply with, of which only 22 hours relate to 
corporate income taxes, 140 to labour taxes and 180 
to VAT.

3 Number of tax payments

Table 3.6 shows the countries that are in the top 
10 and bottom 10 for the number of tax payments 
indicator.

Countries in the former Soviet and Eastern bloc 
account for six of the bottom 10 countries in terms of 
the number of tax payments a company has to make. 
Romania, Ukraine, Uzbekistan and Belarus are ranked 
the bottom four in the world on this measure which 
is reflected by the sheer number and variety of taxes 
a company is required to pay in these countries. In 
two of these countries, Romania and Ukraine, flat rate 
corporate profits taxes have been introduced, but the 
number of payments required and the contribution 
of other taxes are significant and so mitigate the 
perceived benefits of the flat tax system. 

Complexity of tax systems in Eastern Europe

In Romania, 60 of the 96 tax payments the company 
has to make in a year are different forms of labour tax. 
12 payments each year are required for each of social 

security contributions, health insurance contributions, 
unemployment contributions, accident risk fund 
and the labour inspectorate commission (see Figure 
3.16). Interestingly though, it only takes a company in 
Romania 110 hours to comply with the tax system in 
respect of all these labour taxes. Compare this with 
Brazil: electronic filing means effectively only two 
payments are required for labour taxes but calculating 
and paying labour taxes takes a company 491 hours. 

Figure 3.16  
Romanian tax payments

Accident risk 
fund – 12

Labour 
inspectorate 
commission 
– 12

Environmental 
taxes – 1

Fuel tax – 1

Stamp duty on 
contracts – 1

Value added tax (VAT) – 12
Corporate income tax – 4

Building tax – 4

Urbanism 
tax – 1

Health insurance contributions – 12

Firm tax – 4

Land tax – 4

Vehicle tax – 4

Social security 
contributions – 12

Unemployment contribution – 12

Source: Doing Business database.

In Belarus, the sheer number and variety of taxes for 
which monthly payments are required is surprising. 
There are 10 different taxes each requiring 12 
payments a year and one requiring four, making a 
grand total of 124 payments. The 11 different taxes 
are: corporate income tax, transport duty, value added 
tax (VAT), turnover tax, property tax, ecological tax, 
obligatory insurance for work accidents, social security 
contributions, payroll taxes, land tax and sales tax. 
Unlike in Romania where the time taken to comply with 
the tax system is relatively low, in Belarus, a company 
spends 1,188 hours dealing with the administration 
and payment of all these taxes.

The range of taxes in Uzbekistan and Ukraine is 
equally diverse (Uzbekistan 118 payments, Ukraine 
99) although the time taken to comply with the system 
varies enormously – from 2,085 hours in Ukraine 
(ranked 176 in the study) to 196 hours in Uzbekistan 
(ranked 65 in the study).

Section three 
Understanding Total Tax Contribution and the Paying 
Taxes data – a PricewaterhouseCoopers perspective
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The number of tax payments required in Romania 
is higher than any other country in the EU by some 
distance (Figure 3.17). Contrast this with the TTR and 
the time to comply which are both mid tier (Figures 3.7 
and 3.12).

Figure 3.17  
EU comparisons of tax payments
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Impact of electronic filing on number of tax 
payments

Electronic filing is a method by which some countries 
are simplifying their tax systems most effectively. 
Companies in Norway, Sweden, Singapore, Latvia, 
Mauritius, New Zealand, Ecuador, Portugal and the UK 
can pay and file their tax returns on-line for most of the 
major taxes. This ensures these countries are in the 
top 10 on the tax payments indicator. Other countries 
in the top 10 like the Maldives and Kiribati are there 
due to the small number of taxes the case study 
company pays in those countries.

As explained in Section one, the World Bank 
methodology for counting the number of tax payments 
counts as one payment any tax with electronic filing 
options, even if more than one electronic payment 
is required. Also, where indirect taxes are paid to a 
third party supplier rather than direct to government, 
for example, where fuel duties are embedded in 
the purchase price, then again only one payment is 
recorded. This is to reflect the reduced administrative 
burden of paying taxes. 

In Table 3.7 the figures relating to the UK are a good 
illustration of how the number of payments are 
reduced by reference to the methodology applied. 

Table 3.7

UK example of number of tax payments

World Bank 
Indicator

Actual payments

Corporate income tax

Pay As You Earn

Value added tax

Business rates

Insurance premium tax

Fuel duty

Landfill tax

Vehicle duty

1

1

1

1

1

1

1

1

2 payments (estimate and top up)

14 payments (12 monthly plus 1 top up, plus 1 social security payment)

4 payments quarterly 

10 payments (by direct debit)

Tax embedded, paid to third party not government 

Tax embedded, paid to third party not government

Tax embedded, paid to third party not government

1 payment (one vehicle paying once a year)

Source: Doing Business database. 



Robert van der Laan from PricewaterhouseCoopers in the 
Netherlands comments on changes that the Dutch have 
implemented to “improve working relationships 
through covenants”.

“The Netherlands is reducing the rate of corporate income tax and simplifying the process of paying taxes and 
this is reflected in the rankings. A shift is also gradually taking place in the relationship between tax inspector and 
taxpayer from retrospective and repressive control to mutual respect, trust and transparency. In 2005 the Dutch 
Revenue started a pilot named ‘horizontal supervision’, the goal of which is to improve the relationship between 
the Revenue and the corporate taxpayers and also to increase efficiency.

By concluding a ‘compliance covenant’ (in Dutch: ‘handhavingsconvenant’) the Revenue and the Executive 
Board of the company commit themselves to a mutually beneficial and transparent working relationship in which 
the Revenue can offer advance certainty. Since both company and Revenue are discussing current instead of 
past events there will be less need for often time-consuming retrospective audits by the Revenue. As part of 
this covenant, participating companies proactively present tax planning and other significant tax events to the 
tax inspector. 

All companies that have been approached have concluded or are about to conclude a covenant with the 
Revenue. Recently the horizontal supervision pilot has been evaluated: the outcome was very positive. Most 
tax directors agreed that the new working method is more effective and efficient and improves the Netherlands’ 
tax climate. A substantial number of tax directors indicated that the working relationship with their tax inspector 
has improved as a consequence of the covenant. The biggest benefits that have been mentioned are: working 
together on topical matters, improved responsiveness by the Revenue, and increased transparency.

This transparency is important in view of the trend towards increased responsibility in the area of tax planning 
and towards companies being expected to pay their ‘fair share’. In my view, in this ‘fair share’ discussion, it is 
appropriate to take account of, not only corporate income tax, but all taxes paid when assessing a company’s 
contribution to society. PricewaterhouseCoopers is leading this ‘fair share’ debate with the development of the 
Total Tax Contribution framework which will increase transparency around the contribution of major companies 
to Dutch tax revenues.”
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Transparency, communication, understanding 
and dialogue

The Paying Taxes study in the World Bank Doing 
Business project offers a unique opportunity to look at, 
and compare, tax regimes around the world.

It is accepted that the Paying Taxes study has 
its limitations in terms of the case study used; 
nevertheless it generates useful data which allows 
comparisons to be made. The indicators used are 
also simple and relatively easy to understand, and 
the data is therefore easy to collect. This has been 
important in the early years of the study which covers 
so many countries. 

In last year’s publication, and again this year, we have 
focussed on the need for governments to ensure the 
effectiveness of the tax systems they implement, and 
for companies to appreciate and be more transparent 
in communicating their tax contribution. The emphasis 
is for the total tax contribution to be understood, in 
terms of the taxes borne, taxes collected, and the 
compliance and administration for business which is 
necessary to enable tax systems to operate.

More transparency and better information to assist 
with dialogue between government and business is 
key in helping to build trust between the stakeholders 
and, ultimately to build confidence and willingness 
to invest. 

Understanding that taxes contributed are much 
more than just corporate income or profit taxes is an 
essential part of appreciating that reform of the tax 
system needs to look across all the taxes. It needs 
to recognise that there is a potential win:win for 
government and business in ensuring that complexity 
is kept to a minimum, and that tax rates are not set at 
unreasonably high levels.

Inspiring reform and a focus on 
compliance cost

Tax reform is a priority for governments. Section two 
of this publication has illustrated this well with over 65 

countries implementing some sort of reform to their 
tax system over the last three years. While reducing 
tax rates is the most common reform, there is an 
increasing focus on administration and the number 
of taxes that have to be complied with. There is 
growing concern that the regulatory burden can inhibit 
businesses’ ability and willingness to invest and grow 
as they struggle to remain competitive. Tax is a large 
component of this regulatory burden which is why it is 
useful to find a measure that enables us to compare 
the tax compliance and regulatory regimes around 
the world. The Paying Taxes study addresses these 
issues with the measures of compliance hours and the 
number of tax payments. 

Future trends

With the increasing focus on the administrative 
requirements and compliance burden, there will be a 
need to complement the study indicators with other 
relevant information to help with the understanding 
and analysis of the systems in individual countries. 
The World Bank is currently developing additional data 
requests which should produce further useful results 
in future years. These include the number of pages of 
tax forms our case study company needs to complete 
and the approach of the tax authority to querying the 
tax returns. 

It was always expected that the study methodology 
would take some time to bed down to ensure 
consistency in how it is applied across so many 
countries. Some improvements have been made to 
the data requests this year and also to the definitions 
given, and this has resulted in some restatement 
of the data in a few countries. Looking forward, 
it is expected that trend data will be a growing 
feature of the results as the number of years of data 
available increases.

New themes to consider

Trends suggest that consumption taxes and indirect 
taxes are becoming an important way in which 
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governments are choosing to collect their taxes1. 
Transparency around the tax contribution has therefore 
never been more important, to ensure that the impact 
on business and society in general is fully understood. 
It is evident from the foregoing analyses that while 
efficient consumption taxes might not be borne by 
business, they are taxes that business collects and an 
important part of the regulatory burden. 

Consumption taxes are also often the chosen vehicle 
for taxes designed not only to collect revenues, but 
also to change behaviours. New taxes to influence 
behaviours in relation to the environment are a 
good example of this. Some governments are now 
committed to finding ways to encourage behavioural 
change in order to meet internationally agreed targets 
for carbon emission reductions. There is some recent 
evidence in the UK2 to suggest that both government 
and business may consider that taxation is an effective 
economic instrument to influence behaviour. There 
is some limited insight into this from the World Bank 
survey, but some additional questions and analysis 
may be useful as a supplementary exercise in 
future studies. 

As we have seen from the results of this year’s 
survey, tax compliance costs are a significant cost to 
companies. Simplifying the tax system can offer the 
potential of a win:win scenario for both government 
and business. Complexity is not easy to measure. 
The indicators on compliance included in the Paying 
Taxes study have given a good start in this respect 
and have helped to identify countries where there are 
issues to be addressed. Other measures may offer 
further insights and PwC and the World Bank are 
considering additional measures for the future.

Finally, we mentioned last year that the wider 
implications for taxes paid by business in the 
context of corporate responsibility are becoming 
increasingly important. In many countries, companies 

1 Shifting the balance. The evolution of indirect taxes. A 
PricewaterhouseCoopers publication published June 2007. 

 http://www.pwc.com/Extweb/pwcpublications.nsf/docid/
D82553F8D605B413852572F00027CB10

2 Saving the Planet – can tax and regulation help? A 
PricewaterhouseCoopers discussion paper. Published July 
2007. http://www.pwc.com/extweb/insights.nsf/docid/
EE10562E63A13CC78025730E00334F51

are major contributors to tax revenues. The way 
in which government tax policy is formulated; the 
way in which companies respond to changes in tax 
policy; and how they then communicate their total 
tax contribution in annual accounts and corporate 
responsibility statements, is something that will require 
increasing attention. 



World Bank Group

Simeon Djankov
+1 202 473 4748
sdjankov@worldbank.org

Rita Ramalho
+1 202 458 4139
rramalho@worldbank.org

PricewaterhouseCoopers

Bob Morris
+1 202 414 1714
robert.c.morris@us.pwc.com

Susan Symons
+44 20 7804 6744
susan.symons@uk.pwc.com

John Whiting
+44 20 7804 4422
john.whiting@uk.pwc.com

Contacts

For further information or to discuss any of the findings in this report please contact:



Appendix 1

The data tables

Index to the appendix

1.1 Summary of the rankings including:

	 •	 Ease	of	paying	taxes	rankings	
	 •	 Individual	indicator	rankings	for	tax	payments
	 •	 Individual	indicator	rankings	for	time	to	comply
	 •	 Individual	indicator	rankings	for	Total	Tax	Rate

1.2 Tax payments – the details

1.3 Time to comply – the details

1.4 Total Tax Rate – the details



Paying Taxes 2008 47

Rankings

Economy Ease of 
paying 

taxes

Tax 
payments

Time to 
comply

Total Tax 
Rate

Afghanistan 38 6 110 51

Albania 118 132 87 105

Algeria 157 93 152 160

Angola 120 83 107 138

Antigua and Barbuda 108 133 63 106

Argentina 147 46 159 172

Armenia 143 144 172 56

Australia 41 27 23 122

Austria 80 58 57 142

Azerbaijan 141 117 169 81

Bangladesh 81 42 141 74

Belarus 178 178 174 173

Belgium 65 24 49 154

Belize 47 122 46 26

Benin 161 156 99 162

Bhutan 68 46 109 75

Bolivia 172 122 171 165

Bosnia and Herzegovina 142 146 135 90

Botswana 14 46 39 8

Brazil 137 24 177 158

Brunei 28 35 45 64

Bulgaria 88 42 160 59

Burkina Faso 133 133 99 117

Burundi 109 87 39 177

Cambodia 21 74 38 13

Cameroon 166 122 175 132

Canada 25 15 27 99

Cape Verde 117 158 18 140

Central African Republic 175 153 154 174

Chad 124 153 30 152

Rankings

Economy Ease of 
paying 

taxes

Tax 
payments

Time to 
comply

Total Tax 
Rate

Chile 34 21 121 18

China 168 104 167 163

Colombia 167 168 96 168

Comoros 46 51 18 116

Congo, Dem. Rep. 149 87 119 175

Congo, Rep. 176 174 158 156

Costa Rica 162 131 142 144

Côte d’Ivoire 140 165 99 98

Croatia 43 77 65 34

Czech Republic 113 27 168 115

Denmark 13 15 37 40

Djibouti 51 104 24 71

Dominica 64 117 46 61

Dominican Republic 139 171 112 77

Ecuador 57 10 157 46

Egypt 150 110 165 110

El Salvador 101 165 80 42

Equatorial Guinea 136 133 75 150

Eritrea 103 45 76 169

Estonia 31 21 15 118

Ethiopia 29 51 68 28

Fiji 52 93 39 69

Finland 83 51 98 109

France 82 65 36 157

Gabon 93 77 107 91

Gambia 173 144 138 178

Georgia 102 80 139 70

Germany 67 39 65 124

Ghana 75 87 117 38

Greece 86 54 93 114

Appendix 1.1 
Ease of paying taxes rankings

(Please see Section one of this report for an explanation of the methodology.)

Appendix 1
The data tables
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Rankings

Economy Ease of 
paying 

taxes

Tax 
payments

Time to 
comply

Total Tax 
Rate

Grenada 59 81 39 97

Guatemala 116 120 129 65

Guinea 163 157 145 120

Guinea-Bissau 112 136 74 100

Guyana 100 101 113 72

Haiti 96 150 51 76

Honduras 160 138 147 129

Hong Kong, China 3 3 13 15

Hungary 127 68 126 143

Iceland 27 83 39 20

India 165 162 105 159

Indonesia 110 146 95 63

Iran 97 58 115 108

Iraq 37 29 120 16

Ireland 6 15 9 23

Israel 69 93 83 55

Italy 122 35 134 164

Jamaica 170 170 144 128

Japan 105 29 131 133

Jordan 19 72 20 27

Kazakhstan 44 15 105 58

Kenya 154 122 150 125

Kiribati 10 7 28 31

Korea 106 141 114 44

Kuwait 8 31 26 4

Kyrgyz Republic 152 172 70 148

Lao PDR 114 101 162 50

Latvia 20 7 78 37

Lebanon 33 46 60 49

Lesotho 49 58 128 10

Liberia 119 112 50 166

Lithuania 71 68 54 112

Luxembourg 17 58 4 47

Macedonia, FYR 99 148 17 119

Madagascar 86 72 86 103

Malawi 78 81 136 32

Malaysia 56 104 54 54

Rankings

Economy Ease of 
paying 

taxes

Tax 
payments

Time to 
comply

Total Tax 
Rate

Maldives 1 1 1 2

Mali 151 159 99 130

Marshall Islands 74 54 32 155

Mauritania 171 117 163 171

Mauritius 11 7 52 12

Mexico 135 74 155 127

Micronesia 70 54 32 146

Moldova 111 143 77 89

Mongolia 90 128 72 68

Montenegro 129 173 137 30

Morocco 132 77 133 137

Mozambique 72 112 83 43

Namibia 48 112 .. 19

Nepal 92 93 143 35

Netherlands 36 15 60 88

New Zealand 9 10 7 45

Nicaragua 156 164 87 151

Niger 115 128 99 87

Nigeria 107 104 172 25

Norway 16 3 16 86

Oman 5 31 5 11

Pakistan 146 138 156 80

Palau 73 46 32 161

Panama 169 160 153 123

Papua New Guinea 79 93 73 85

Paraguay 93 104 123 48

Peru 77 15 147 84

Philippines 126 138 64 135

Poland 125 122 146 67

Portugal 66 10 123 94

Puerto Rico 39 39 39 92

Romania 134 175 70 107

Russia 130 58 151 131

Rwanda 50 101 56 41

Samoa 53 112 80 9

São Tomé and Principe 153 122 147 126

Saudi Arabia 7 31 12 5
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Rankings

Economy Ease of 
paying 

taxes

Tax 
payments

Time to 
comply

Total Tax 
Rate

Senegal 164 160 163 101

Serbia 121 165 111 53

Seychelles 35 39 9 113

Sierra Leone 145 58 140 176

Singapore 2 5 3 14

Slovakia 122 83 129 121

Slovenia 63 58 92 73

Solomon Islands 26 93 13 36

South Africa 61 24 131 62

Spain 93 10 116 149

Sri Lanka 158 163 90 153

St. Kitts and Nevis 85 68 58 134

St. Lucia 32 87 8 60

St. Vincent and the 
Grenadines

58 110 9 95

Sudan 60 128 60 29

Suriname 23 42 69 21

Swaziland 40 93 21 57

Sweden 42 2 30 141

Switzerland 15 68 6 24

Syria 98 54 125 104

Taiwan, China 91 65 126 78

Tajikistan 155 153 80 167

Tanzania 104 141 58 93

Thailand 89 104 93 66

Timor-Leste 62 35 161 22

Togo 138 150 99 111

Tonga 24 65 53 17

Trinidad and Tobago 45 121 24 39

Tunisia 148 136 96 147

Turkey 54 35 79 96

Uganda 55 93 85 33

Ukraine 177 176 176 145

United Arab Emirates 4 31 2 3

United Kingdom 12 10 22 52

United States 76 21 122 102

Uruguay 131 150 117 79

Rankings

Economy Ease of 
paying 

taxes

Tax 
payments

Time to 
comply

Total Tax 
Rate

Uzbekistan 159 177 65 170

Vanuatu 18 83 28 1

Venezuela 174 169 166 139

Vietnam 128 87 170 82

West Bank and Gaza 22 74 48 7

Yemen 84 87 89 83

Zambia 30 112 35 6

Zimbabwe 144 148 90 136
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Number of payments Rank

Economy Total tax 
payments

Corporate 
income tax 
payments

Labour tax 
payments

Other 
taxes 

payments

 Tax 
payments 

rank 

Afghanistan 6 1 0 5 6

Albania 44 13 12 19 132

Algeria 33 4 13 16 93

Angola 31 4 12 15 83

Antigua and 

Barbuda 45 13 24 8 133

Argentina 19 1 1 17 46

Armenia 50 13 12 25 144

Australia 12 1 4 7 27

Austria 22 1 4 17 58

Azerbaijan 38 5 12 21 117

Bangladesh 17 2 0 15 42

Belarus 124 24 36 64 178

Belgium 11 1 2 8 24

Belize 41 12 12 17 122

Benin 55 5 24 26 156

Bhutan 19 2 12 5 46

Bolivia 41 1 12 28 122

Bosnia and 

Herzegovina 51 12 12 27 146

Botswana 19 6 0 13 46

Brazil 11 2 2 7 24

Brunei 15 1 12 2 35

Bulgaria 17 1 1 15 42

Burkina Faso 45 1 24 20 133

Burundi 32 1 16 15 87

Cambodia 27 12 0 15 74

Cameroon 41 13 12 16 122

Canada 9 2 3 4 15

Cape Verde 57 4 24 29 158

Number of payments Rank

Economy Total tax 
payments

Corporate 
income tax 
payments

Labour tax 
payments

Other 
taxes 

payments

 Tax 
payments 

rank 

Central African 

Republic 54 4 24 26 153

Chad 54 12 24 18 153

Chile 10 1 1 8 21

China 35 6 12 17 104

Colombia 69 2 48 19 168

Comoros 20 2 0 18 51

Congo, Dem. 

Rep. 32 1 16 15 87

Congo, Rep. 89 5 37 47 174

Costa Rica 43 5 12 26 131

Côte d'Ivoire 66 3 24 39 165

Croatia 28 1 12 15 77

Czech Republic 12 1 2 9 27

Denmark 9 3 1 5 15

Djibouti 35 5 12 18 104

Dominica 38 5 12 21 117

Dominican 

Republic 74 12 36 26 171

Ecuador 8 2 1 5 10

Egypt 36 1 12 23 110

El Salvador 66 14 36 16 165

Equatorial Guinea 45 1 24 20 133

Eritrea 18 2 0 16 45

Estonia 10 1 0 9 21

Ethiopia 20 2 0 18 51

Fiji 33 4 14 15 93

Finland 20 13 3 4 51

France 23 1 14 8 65

Gabon 28 1 12 15 77

Appendix 1.2 
Tax payments (number per year)

(Please see Section one of this report for an explanation of the methodology.)
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Number of payments Rank

Economy Total tax 
payments

Corporate 
income tax 
payments

Labour tax 
payments

Other 
taxes 

payments

 Tax 
payments 

rank 

Gambia 50 6 25 19 144

Georgia 29 4 12 13 80

Germany 16 3 3 10 39

Ghana 32 5 12 15 87

Greece 21 1 12 8 54

Grenada 30 1 12 17 81

Guatemala 39 5 12 22 120

Guinea 56 2 36 18 157

Guinea-Bissau 46 5 12 29 136

Guyana 34 6 12 16 101

Haiti 53 2 36 15 150

Honduras 47 5 13 29 138

Hong Kong, 

China 4 1 1 2 3

Hungary 24 1 8 15 68

Iceland 31 1 14 16 83

India 60 2 28 30 162

Indonesia 51 13 24 14 146

Iran 22 1 12 9 58

Iraq 13 1 12 0 29

Ireland 9 1 1 7 15

Israel 33 2 12 19 93

Italy 15 2 1 12 35

Jamaica 72 4 48 20 170

Japan 13 2 2 9 29

Jordan 26 2 12 12 72

Kazakhstan 9 1 1 7 15

Kenya 41 5 14 22 122

Kiribati 7 5 2 0 7

Korea 48 1 37 10 141

Kuwait 14 2 12 0 31

Kyrgyz Republic 75 12 12 51 172

Lao PDR 34 4 12 18 101

Latvia 7 1 1 5 7

Lebanon 19 1 12 6 46

Lesotho 22 6 0 16 58

Liberia 37 4 12 21 112

Number of payments Rank

Economy Total tax 
payments

Corporate 
income tax 
payments

Labour tax 
payments

Other 
taxes 

payments

 Tax 
payments 

rank 

Lithuania 24 1 13 10 68

Luxembourg 22 2 12 8 58

Macedonia, FYR 52 12 24 16 148

Madagascar 26 2 8 16 72

Malawi 30 2 12 16 81

Malaysia 35 2 24 9 104

Maldives 1 0 0 1 1

Mali 58 3 36 19 159

Marshall Islands 21 0 16 5 54

Mauritania 38 1 13 24 117

Mauritius 7 1 1 5 7

Mexico 27 1 18 8 74

Micronesia 21 0 4 17 54

Moldova 49 5 16 28 143

Mongolia 42 12 12 18 128

Montenegro 88 12 48 28 173

Morocco 28 1 12 15 77

Mozambique 37 7 12 18 112

Namibia 37 3 12 22 112

Nepal 33 3 12 18 93

Netherlands 9 1 1 7 15

New Zealand 8 1 2 5 10

Nicaragua 64 13 24 27 164

Niger 42 3 13 26 128

Nigeria 35 3 14 18 104

Norway 4 1 1 2 3

Oman 14 1 12 1 31

Pakistan 47 5 25 17 138

Palau 19 0 12 7 46

Panama 59 1 24 34 160

Papua New 

Guinea 33 1 13 19 93

Paraguay 35 5 12 18 104

Peru 9 1 2 6 15

Philippines 47 1 36 10 138

Poland 41 12 1 28 122

Portugal 8 1 1 6 10
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Number of payments Rank

Economy Total tax 
payments

Corporate 
income tax 
payments

Labour tax 
payments

Other 
taxes 

payments

 Tax 
payments 

rank 

Puerto Rico 16 5 6 5 39

Romania 96 4 60 32 175

Russia 22 1 14 7 58

Rwanda 34 5 12 17 101

Samoa 37 5 24 8 112

São Tomé and 

Principe 41 2 12 27 122

Saudi Arabia 14 1 12 1 31

Senegal 59 3 36 20 160

Serbia 66 12 12 42 165

Seychelles 16 1 12 3 39

Sierra Leone 22 5 12 5 58

Singapore 5 1 1 3 5

Slovakia 31 1 12 18 83

Slovenia 22 1 12 9 58

Solomon Islands 33 5 12 16 93

South Africa 11 2 4 5 24

Spain 8 1 1 6 10

Sri Lanka 62 5 24 33 163

St. Kitts and 

Nevis 24 4 12 8 68

St. Lucia 32 1 12 19 87

St. Vincent and 

the Grenadines 36 4 12 20 110

Sudan 42 2 12 28 128

Suriname 17 4 0 13 42

Swaziland 33 2 13 18 93

Sweden 2 1 0 1 2

Switzerland 24 2 15 7 68

Syria 21 1 13 7 54

Taiwan, China 23 3 3 17 65

Tajikistan 54 12 12 30 153

Tanzania 48 5 24 19 141

Thailand 35 3 13 19 104

Timor-Leste 15 1 0 14 35

Togo 53 5 25 23 150

Tonga 23 1 0 22 65

Number of payments Rank

Economy Total tax 
payments

Corporate 
income tax 
payments

Labour tax 
payments

Other 
taxes 

payments

 Tax 
payments 

rank 

Trinidad and 

Tobago 40 4 24 12 121

Tunisia 46 1 6 39 136

Turkey 15 1 1 13 35

Uganda 33 3 12 18 93

Ukraine 99 6 60 33 176

United Arab 

Emirates 14 0 12 2 31

United Kingdom 8 1 1 6 10

United States 10 3 3 4 21

Uruguay 53 1 24 28 150

Uzbekistan 118 16 12 90 177

Vanuatu 31 0 12 19 83

Venezuela 70 13 29 28 169

Vietnam 32 6 12 14 87

West Bank and 

Gaza 27 14 0 13 74

Yemen 32 1 12 19 87

Zambia 37 5 13 19 112

Zimbabwe 52 7 14 31 148
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Hours Rank

Economy Total tax 
time

Corporate 
income 

tax time

Labour 
tax time

Consumption 
tax time

Time 
rank 

Afghanistan 275 155 120 0 110

Albania 240 120 96 24 87

Algeria 451 152 189 110 152

Angola 272 80 96 96 107

Antigua and 

Barbuda 184 48 136 0 63

Argentina 615 135 240 240 159

Armenia 1120 160 480 480 172

Australia 107 35 18 54 23

Austria 170 49 55 67 57

Azerbaijan 952 148 202 602 169

Bangladesh 400 160 0 240 141

Belarus 1188 960 180 48 174

Belgium 156 20 40 96 49

Belize 147 27 60 60 46

Benin 270 30 120 120 99

Bhutan 274 250 24 0 109

Bolivia 1080 120 480 480 171

Bosnia and 

Herzegovina 368 80 96 192 135

Botswana 140 40 40 60 39

Brazil 2600 736 491 1374 177

Brunei 144 66 78 0 45

Bulgaria 616 40 288 288 160

Burkina Faso 270 30 120 120 99

Burundi 140 80 48 12 39

Cambodia 137 23 48 66 38

Cameroon 1400 500 700 200 175

Canada 119 47 36 36 27

Cape Verde 100 16 36 48 18

Hours Rank

Economy Total tax 
time

Corporate 
income 

tax time

Labour 
tax time

Consumption 
tax time

Time 
rank 

Central African 

Republic 504 24 240 240 154

Chad 122 50 36 36 30

Chile 316 42 137 137 121

China 872 200 288 384 167

Colombia 268 40 102 126 96

Comoros 100 4 48 48 18

Congo, Dem. 

Rep. 308 116 96 96 119

Congo, Rep. 606 275 150 181 158

Costa Rica 402 18 192 192 142

Côte d'Ivoire 270 30 120 120 99

Croatia 196 60 96 40 65

Czech Republic 930 150 420 360 168

Denmark 135 25 70 40 37

Djibouti 114 30 36 48 24

Dominica 147 15 48 84 46

Dominican 

Republic 286 22 120 144 112

Ecuador 600 60 300 240 157

Egypt 711 112 311 288 165

El Salvador 224 32 96 96 80

Equatorial Guinea 212 80 96 36 75

Eritrea 216 24 96 96 76

Estonia 81 20 34 27 15

Ethiopia 198 150 24 24 68

Fiji 140 20 60 60 39

Finland 269 21 200 48 98

France 132 26 80 26 36

Gabon 272 80 96 96 107

Appendix 1.3 
Time to comply (hours per year)

(Please see Section one of this report for an explanation of the methodology.)
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Hours Rank

Economy Total tax 
time

Corporate 
income 

tax time

Labour 
tax time

Consumption 
tax time

Time 
rank 

Gambia 376 40 96 240 138

Georgia 387 140 67 180 139

Germany 196 30 123 43 65

Ghana 304 16 96 192 117

Greece 264 88 88 88 93

Grenada 140 8 96 36 39

Guatemala 344 44 144 156 129

Guinea 416 32 192 192 145

Guinea-Bissau 208 160 24 24 74

Guyana 288 48 48 192 113

Haiti 160 40 72 48 51

Honduras 424 40 192 192 147

Hong Kong, 

China 80 50 30 0 13

Hungary 340 39 203 98 126

Iceland 140 40 60 40 39

India 271 47 96 128 105

Indonesia 266 88 97 81 95

Iran 292 16 240 36 115

Iraq 312 24 288 0 120

Ireland 76 10 36 30 9

Israel 230 110 60 60 83

Italy 360 24 320 16 134

Jamaica 414 30 336 48 144

Japan 350 175 140 35 131

Jordan 101 5 60 36 20

Kazakhstan 271 105 74 92 105

Kenya 432 60 72 300 150

Kiribati 120 24 96 0 28

Korea 290 120 120 50 114

Kuwait 118 70 48 0 26

Kyrgyz Republic 202 60 71 71 70

Lao PDR 672 96 288 288 162

Latvia 219 31 105 83 78

Lebanon 180 40 100 40 60

Lesotho 342 22 140 180 128

Liberia 158 57 59 42 50

Hours Rank

Economy Total tax 
time

Corporate 
income 

tax time

Labour 
tax time

Consumption 
tax time

Time 
rank 

Lithuania 166 32 76 58 54

Luxembourg 58 21 14 23 4

Macedonia, FYR 96 30 36 30 17

Madagascar 238 16 96 126 86

Malawi 370 100 240 30 136

Malaysia 166 30 106 30 54

Maldives 0 0 0 0 1

Mali 270 30 120 120 99

Marshall Islands 128 0 96 32 32

Mauritania 696 120 96 480 163

Mauritius 161 13 100 48 52

Mexico 552 264 96 192 155

Micronesia 128 0 96 32 32

Moldova 218 86 72 60 77

Mongolia 204 60 72 72 72

Montenegro 372 43 136 193 137

Morocco 358 70 48 240 133

Mozambique 230 50 60 120 83

Namibia1

Nepal 408 120 96 192 143

Netherlands 180 40 80 60 60

New Zealand 70 25 30 15 7

Nicaragua 240 80 80 80 87

Niger 270 30 120 120 99

Nigeria 1120 480 480 160 172

Norway 87 24 15 48 16

Oman 62 50 12 0 5

Pakistan 560 40 40 480 156

Palau 128 0 96 32 32

Panama 482 50 180 252 153

Papua New 

Guinea 206 153 9 45 73

Paraguay 328 40 144 144 123

Peru 424 40 192 192 147

Philippines 195 37 38 120 64

Poland 418 89 228 101 146

Portugal 328 40 192 96 123

Appendix 1
The data tables

1Data missing
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Hours Rank

Economy Total tax 
time

Corporate 
income 

tax time

Labour 
tax time

Consumption 
tax time

Time 
rank 

Puerto Rico 140 80 60 0 39

Romania 202 32 110 60 70

Russia 448 160 96 192 151

Rwanda 168 24 48 96 56

Samoa 224 80 96 48 80

São Tomé and 

Principe 424 40 192 192 147

Saudi Arabia 79 20 59 0 12

Senegal 696 120 96 480 163

Serbia 279 48 106 125 111

Seychelles 76 40 36 0 9

Sierra Leone 399 15 192 192 140

Singapore 49 30 10 9 3

Slovakia 344 80 120 144 129

Slovenia 260 90 96 74 92

Solomon Islands 80 8 30 42 13

South Africa 350 150 150 50 131

Spain 298 36 134 129 116

Sri Lanka 256 16 96 144 90

St. Kitts and 

Nevis 172 48 124 0 58

St. Lucia 71 11 60 0 8

St. Vincent and 

the Grenadines 76 16 60 0 9

Sudan 180 70 70 40 60

Suriname 199 127 24 48 69

Swaziland 104 8 48 48 21

Sweden 122 50 36 36 30

Switzerland 63 15 40 8 6

Syria 336 300 36 0 125

Taiwan, China 340 240 52 48 126

Tajikistan 224 80 48 96 80

Tanzania 172 60 60 52 58

Thailand 264 160 48 56 93

Timor-Leste 640 480 160 0 161

Togo 270 30 120 120 99

Tonga 164 8 12 144 53

Hours Rank

Economy Total tax 
time

Corporate 
income 

tax time

Labour 
tax time

Consumption 
tax time

Time 
rank 

Trinidad and 

Tobago 114 30 60 24 24

Tunisia 268 136 36 96 96

Turkey 223 46 80 97 79

Uganda 237 45 96 96 85

Ukraine 2085 421 732 932 176

United Arab 

Emirates 12 0 12 0 2

United Kingdom 105 25 45 35 22

United States 325 200 100 25 122

Uruguay 304 100 96 108 117

Uzbekistan 196 32 56 108 65

Vanuatu 120 0 24 96 28

Venezuela 864 120 360 384 166

Vietnam 1050 350 400 300 170

West Bank and 

Gaza 154 10 96 48 48

Yemen 248 56 72 120 89

Zambia 132 48 24 60 35

Zimbabwe 256 90 96 70 90

Appendix 1
The data tables
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Total Tax Rate Rank

Economy TTR Corporate 
income 
tax TTR

Labour 
tax TTR

Other taxes 
TTR

TTR 
Rank

Afghanistan 35.5% 0.0% 0.0% 35.5% 51

Albania 46.8% 17.7% 24.5% 4.6% 105

Algeria 72.6% 8.8% 28.0% 35.7% 160

Angola 53.2% 24.6% 9.0% 19.5% 138

Antigua and 

Barbuda 46.8% 31.2% 9.5% 6.2% 106

Argentina 112.9% 6.0% 29.4% 77.5% 172

Armenia 36.6% 12.1% 23.4% 1.1% 56

Australia 50.6% 26.9% 22.2% 1.5% 122

Austria 54.6% 15.1% 34.5% 5.0% 142

Azerbaijan 40.9% 13.8% 24.8% 2.3% 81

Bangladesh 39.5% 30.3% 0.0% 9.2% 74

Belarus 144.4% 12.4% 44.1% 87.9% 173

Belgium 64.3% 5.4% 57.1% 1.8% 154

Belize 30.8% 21.6% 7.0% 2.2% 26

Benin 73.3% 16.7% 32.7% 23.9% 162

Bhutan 39.8% 34.2% 1.1% 4.4% 75

Bolivia 78.1% 0.0% 15.5% 62.7% 165

Bosnia and 

Herzegovina 44.1% 21.5% 17.2% 5.4% 90

Botswana 17.2% 17.0% 0.0% 0.2% 8

Brazil 69.2% 21.1% 40.6% 7.5% 158

Brunei 37.4% 31.8% 5.6% 0.0% 64

Bulgaria 36.7% 6.6% 26.6% 3.5% 59

Burkina Faso 48.9% 19.0% 22.6% 7.4% 117

Burundi 278.7% 17.7% 7.8% 253.3% 177

Cambodia 22.6% 19.1% 0.0% 3.5% 13

Cameroon 51.9% 28.7% 18.3% 4.9% 132

Canada 45.9% 26.0% 12.3% 7.6% 99

Cape Verde 54.0% 22.0% 18.5% 13.5% 140

Total Tax Rate Rank

Economy TTR Corporate 
income 
tax TTR

Labour 
tax TTR

Other taxes 
TTR

TTR 
Rank

Central African 

Republic 203.8% 176.8% 8.1% 18.9% 174

Chad 63.7% 31.3% 23.9% 8.5% 152

Chile 25.9% 18.3% 3.8% 3.8% 18

China 73.9% 19.9% 46.0% 8.0% 163

Colombia 82.4% 24.7% 32.7% 25.0% 168

Comoros 48.8% 27.2% 0.0% 21.6% 116

Congo, Dem. 

Rep. 229.8% 0.0% 7.9% 221.9% 175

Congo, Rep. 65.4% 0.0% 32.9% 32.6% 156

Costa Rica 55.7% 19.8% 29.3% 6.6% 144

Côte d'Ivoire 45.4% 9.7% 20.1% 15.7% 98

Croatia 32.5% 11.4% 19.4% 1.7% 34

Czech Republic 48.6% 5.9% 39.5% 3.2% 115

Denmark 33.3% 28.0% 2.5% 2.7% 40

Djibouti 38.7% 17.7% 17.7% 3.3% 71

Dominica 37.1% 26.1% 7.9% 3.1% 61

Dominican 

Republic 40.2% 28.6% 9.5% 2.0% 77

Ecuador 35.3% 18.8% 13.7% 2.8% 46

Egypt 47.9% 13.2% 28.8% 5.8% 110

El Salvador 33.8% 16.0% 17.2% 0.6% 42

Equatorial Guinea 62.2% 16.6% 25.4% 20.2% 150

Eritrea 84.5% 8.8% 0.0% 75.8% 169

Estonia 49.2% 9.3% 38.3% 1.6% 118

Ethiopia 31.1% 26.8% 0.0% 4.3% 28

Fiji 38.5% 28.2% 10.2% 0.2% 69

Finland 47.8% 17.0% 29.7% 1.0% 109

France 66.3% 8.3% 52.1% 5.8% 157

Gabon 44.2% 19.7% 22.7% 1.8% 91

Appendix 1
The data tables

Appendix 1.4 
Total Tax Rate (% of commercial profits)

(Please see Section one of this report for an explanation of the methodology.)
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Total Tax Rate Rank

Economy TTR Corporate 
income 
tax TTR

Labour 
tax TTR

Other taxes 
TTR

TTR 
Rank

Gambia 286.7% 41.4% 12.9% 232.4% 178

Georgia 38.6% 14.1% 22.6% 2.0% 70

Germany 50.8% 21.6% 21.7% 7.5% 124

Ghana 32.9% 18.4% 14.1% 0.4% 38

Greece 48.6% 15.1% 31.7% 1.9% 114

Grenada 45.3% 27.6% 5.6% 12.1% 97

Guatemala 37.5% 2.6% 14.3% 20.6% 65

Guinea 49.9% 21.8% 17.3% 10.7% 120

Guinea-Bissau 45.9% 14.9% 24.8% 6.1% 100

Guyana 39.0% 26.9% 8.8% 3.3% 72

Haiti 40.0% 23.3% 12.4% 4.3% 76

Honduras 51.4% 29.6% 10.7% 11.1% 129

Hong Kong, 

China 24.4% 18.6% 5.3% 0.6% 15

Hungary 55.1% 7.9% 39.4% 7.9% 143

Iceland 27.2% 8.4% 13.4% 5.4% 20

India 70.6% 19.6% 18.4% 32.5% 159

Indonesia 37.3% 26.6% 10.6% 0.1% 63

Iran 47.4% 18.4% 25.9% 3.0% 108

Iraq 24.7% 11.1% 13.5% 0.0% 16

Ireland 28.9% 14.2% 12.1% 2.6% 23

Israel 36.0% 27.7% 5.9% 2.4% 55

Italy 76.2% 30.8% 43.2% 2.2% 164

Jamaica 51.3% 28.6% 13.0% 9.7% 128

Japan 52.0% 33.2% 14.5% 4.4% 133

Jordan 31.1% 15.1% 12.4% 3.6% 27

Kazakhstan 36.7% 16.1% 17.8% 2.9% 58

Kenya 50.9% 32.5% 6.8% 11.6% 125

Kiribati 31.8% 23.4% 8.5% 0.0% 31

Korea 34.9% 18.3% 11.4% 5.2% 44

Kuwait 14.4% 3.7% 10.7% 0.0% 4

Kyrgyz Republic 61.4% 3.0% 23.7% 34.7% 148

Lao PDR 35.5% 27.0% 5.6% 2.9% 50

Latvia 32.6% 2.2% 27.2% 3.3% 37

Lebanon 35.4% 11.4% 24.1% 0.0% 49

Lesotho 20.8% 17.6% 0.0% 3.3% 10

Liberia 81.6% 0.0% 5.4% 76.3% 166

Total Tax Rate Rank

Economy TTR Corporate 
income 
tax TTR

Labour 
tax TTR

Other taxes 
TTR

TTR 
Rank

Lithuania 48.3% 8.3% 35.2% 4.9% 112

Luxembourg 35.3% 16.7% 16.7% 1.9% 47

Macedonia, FYR 49.8% 13.1% 33.2% 3.5% 119

Madagascar 46.5% 23.4% 20.3% 2.8% 103

Malawi 32.2% 30.4% 1.1% 0.7% 32

Malaysia 36.0% 19.1% 15.6% 1.4% 54

Maldives 9.1% 0.0% 0.0% 9.1% 2

Mali 51.4% 13.3% 31.5% 6.7% 130

Marshall Islands 64.9% 0.0% 11.8% 53.0% 155

Mauritania 107.5% 0.0% 17.6% 89.9% 171

Mauritius 21.7% 10.8% 3.6% 7.3% 12

Mexico 51.2% 22.4% 26.9% 1.9% 127

Micronesia 58.7% 0.0% 6.8% 52.0% 146

Moldova 44.0% 10.5% 31.6% 1.9% 89

Mongolia 38.4% 14.8% 22.6% 1.1% 68

Montenegro 31.6% 9.3% 20.0% 2.3% 30

Morocco 53.1% 29.7% 21.5% 1.8% 137

Mozambique 34.3% 27.7% 4.5% 2.1% 43

Namibia 26.5% 18.5% 0.0% 8.0% 19

Nepal 32.5% 20.0% 11.3% 1.3% 35

Netherlands 43.4% 26.0% 15.8% 1.6% 88

New Zealand 35.1% 32.1% 2.4% 0.6% 45

Nicaragua 63.2% 24.8% 19.2% 19.2% 151

Niger 42.4% 14.8% 19.6% 8.0% 87

Nigeria 29.9% 19.4% 9.7% 0.7% 25

Norway 42.0% 24.9% 15.9% 1.3% 86

Oman 21.6% 9.7% 11.8% 0.1% 11

Pakistan 40.7% 25.8% 12.6% 2.3% 80

Palau 73.0% 0.0% 6.5% 66.5% 161

Panama 50.8% 18.4% 20.9% 11.5% 123

Papua New 

Guinea 41.7% 22.2% 10.9% 8.6% 85

Paraguay 35.3% 9.7% 18.6% 7.0% 48

Peru 41.5% 27.4% 11.8% 2.3% 84

Philippines 52.8% 25.3% 10.0% 17.6% 135

Poland 38.4% 12.7% 23.6% 2.1% 67

Portugal 44.8% 15.2% 26.8% 2.8% 94

Appendix 1
The data tables
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Total Tax Rate Rank

Economy TTR Corporate 
income 
tax TTR

Labour 
tax TTR

Other taxes 
TTR

TTR 
Rank

Puerto Rico 44.3% 12.4% 12.6% 19.3% 92

Romania 46.9% 10.4% 34.4% 2.1% 107

Russia 51.4% 14.0% 31.8% 5.7% 131

Rwanda 33.8% 20.2% 5.7% 7.9% 41

Samoa 19.8% 12.8% 7.0% 0.0% 9

São Tomé and 

Principe 51.0% 36.9% 6.8% 7.4% 126

Saudi Arabia 14.5% 2.1% 12.4% 0.0% 5

Senegal 46.0% 14.8% 24.1% 7.0% 101

Serbia 35.8% 11.7% 20.2% 3.9% 53

Seychelles 48.4% 22.4% 25.4% 0.5% 113

Sierra Leone 233.5% 0.0% 11.3% 222.2% 176

Singapore 23.2% 6.3% 14.1% 2.8% 14

Slovakia 50.5% 9.0% 39.7% 1.8% 121

Slovenia 39.2% 14.3% 22.0% 2.9% 73

Solomon Islands 32.6% 21.2% 8.5% 3.0% 36

South Africa 37.1% 24.2% 4.3% 8.6% 62

Spain 62.0% 23.7% 37.6% 0.8% 149

Sri Lanka 63.7% 26.5% 16.9% 20.4% 153

St. Kitts and 

Nevis 52.6% 32.7% 11.3% 8.6% 134

St. Lucia 36.9% 27.8% 5.6% 3.5% 60

St. Vincent and 

the Grenadines 45.0% 37.6% 3.9% 3.4% 95

Sudan 31.6% 9.3% 19.2% 3.1% 29

Suriname 27.9% 27.9% 0.0% 0.0% 21

Swaziland 36.6% 28.1% 4.0% 4.5% 57

Sweden 54.5% 16.5% 36.4% 1.7% 141

Switzerland 29.1% 8.4% 17.2% 3.6% 24

Syria 46.7% 26.2% 19.3% 1.3% 104

Taiwan, China 40.6% 19.4% 17.0% 4.2% 78

Tajikistan 82.2% 17.7% 28.2% 36.3% 167

Tanzania 44.3% 20.2% 18.0% 6.1% 93

Thailand 37.7% 28.6% 5.7% 3.5% 66

Timor-Leste 28.3% 27.8% 0.0% 0.6% 22

Togo 48.2% 13.2% 28.3% 6.6% 111

Tonga 25.0% 23.8% 0.0% 1.2% 17

Total Tax Rate Rank

Economy TTR Corporate 
income 
tax TTR

Labour 
tax TTR

Other taxes 
TTR

TTR 
Rank

Trinidad and 

Tobago 33.1% 21.6% 5.8% 5.8% 39

Tunisia 61.0% 13.9% 24.6% 22.5% 147

Turkey 45.1% 15.9% 24.5% 4.7% 96

Uganda 32.3% 15.7% 11.3% 5.3% 33

Ukraine 57.3% 12.2% 43.4% 1.8% 145

United Arab 

Emirates 14.4% 0.0% 14.1% 0.3% 3

United Kingdom 35.7% 21.3% 11.3% 3.2% 52

United States 46.2% 27.1% 9.6% 9.5% 102

Uruguay 40.7% 30.8% 6.9% 2.9% 79

Uzbekistan 96.3% 1.2% 28.2% 66.9% 170

Vanuatu 8.4% 0.0% 4.5% 3.9% 1

Venezuela 53.3% 12.2% 25.1% 16.0% 139

Vietnam 41.1% 21.5% 19.2% 0.3% 82

West Bank and 

Gaza 17.1% 16.4% 0.0% 0.6% 7

Yemen 41.4% 23.9% 10.2% 7.3% 83

Zambia 16.1% 1.7% 10.4% 4.0% 6

Zimbabwe 53.0% 9.3% 4.7% 39.0% 136

Appendix 1
The data tables
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Appendix 2 
Fundamental definitions and related issues

What is a tax?

In the context of the PricewaterhouseCoopers 
Total Tax Contribution framework and the surveys 
undertaken around the world (see Appendix 3), 
the question of defining what is a tax has been an 
important question to answer to ensure a solid base 
for comparison and analysis for those surveys. It is 
important to note here that the Paying Taxes data 
generated by the Doing Business report, and included 
in this publication, includes government-mandated 
contributions in addition, even though they may not fit 
the traditional definition of tax.

As a starting point, a tax can be defined as something 
which is:

paid to government,•	

compulsory,•	

used by the authority as part of the public •	
finances, and

with no direct return of value to the payer.•	

Each of the terms needs a little expansion. 

Payment should go to some independent authority: 
so government must include a central, state or 
local authority. In many countries our case study 
company will pay taxes at all three levels. It is still a 
tax if it is collected on behalf of the government by 
an agency, provided that the agency hands over the 
taxes collected. 

It must be a compulsory levy: the only way out of 
paying must be not to undertake the action that 
triggers the tax payment. To give a simple example, 
if property transfer tax is payable by the seller in a 
jurisdiction, the only way to avoid paying this tax 
would be not to sell the property.

Most taxes disappear into a central pot and are used 
as the authority wishes. A hypothecated tax remains 
a tax, but a levy that is a direct payment for a service 
may well not be a tax. 

This then requires the return of value point to 
be considered. This is most easily illustrated by 
considering a company that leases space in a building 

owned by the government. The rent paid is not a tax: 
there is a return of value to the company. Whilst that 
example may be clear, others may not be so clear cut. 
For example, payments to a local authority will often 
be a tax as they are not directly related to the receipt 
of any local government services. However, road tolls 
will usually not be a tax as they are directly tied to the 
use of the road.

Payments in respect of labour

As will be seen from the results, payments in respect 
of labour, such as payroll taxes and social security 
contributions, can constitute a significant part of 
the TTR (where they are borne by the employer) and 
the compliance burden (where they are collected 
from the employee). Such payments are included 
in the study where they meet the definition of a 
tax, notwithstanding that they may be governed by 
separate legislation or called a contribution rather 
than a tax. 

Companies in many countries are required to pay to 
government forms of social security or other taxes 
connected with employing their workers. In most 
cases, these payments are compulsory and used 
by the government as part of public finances – they 
are not, for example, used for the direct benefit of 
the employees of the company and therefore do not 
provide any direct return of value to the company 
or the employee. These payments can be properly 
included as a tax. However, unless all of the necessary 
requirements listed above are met, then treatment as a 
tax may not be appropriate. 

A specific illustration of this point, where there has 
been some debate, is a payment made in Australia. 
This is a payment made by companies which is 
mandatory. It is called the superannuation guarantee 
obligation and is a payment equivalent to 9% of an 
employee’s salary. While it is compulsory, it is paid into 
a separate superannuation fund which is specifically 
allocated for the benefit of each employee. As such, 
under the PricewaterhouseCoopers methodology, 
it is accepted that this payment is not a tax as it is 
an employee benefit, not a general payment into 
public finances. For the World Bank Doing Business 
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project however, as is explained further below, as 
it is a mandatory contribution, it has been included 
within the TTR calculation to ensure that international 
comparisons in the context of this survey are valid. 

Mandatory contributions

The World Bank Paying Taxes indicator for tax cost 
aims to measure all taxes and contributions that are 
government mandated (at any level - federal, state 
or local), and which apply to and have an impact on 
the financial statements of a standardised business. 
In doing so, Doing Business includes more than just 
that which falls under the traditional definition of a tax: 
as defined for the purposes of government national 
accounts, (taxes which are compulsory, unrequited 
payments to general government) and which goes 
beyond taxes as defined by the PwC Total Tax 
Contribution methodology. 

Doing Business differs from this definition because 
it aims to measure imposts that affect business 
accounts and the profitability of the company, not 
government accounts. The main differences are found 
in labour contributions where the Doing Business 
Paying Taxes measure includes government-mandated 
contributions, with the Australian example referred to 
above being a good example. Other countries, such 
as Bulgaria, also have such government mandated 
contributions that are included in its TTR.



Tim Cox from PricewaterhouseCoopers in Australia comments on 
the Australian tax system and in particular on the impact on their 
TTR of certain mandatory labour contributions.

“Australia has a mature and sophisticated tax system. Business taxes are levied by the Federal Government, 
eight states and territories, and numerous local governments. The total number of business taxes in Australia 
is over 50, although it is unlikely any company would be subject to all of these. The complexity of the system 
is impacted by the lack of harmonisation of state and territory taxes which makes compliance more difficult for 
companies operating across a range of states.

The most significant and complex tax is federal income tax, imposed at a rate of 30%. Companies can pass 
income tax paid as a franking credit to their shareholders.

In addition to the income and other business taxes borne by business, Australian business is responsible for the 
collection of a significant number, and amount, of taxes on behalf of government.

Australia’s tax ranking in the Paying Taxes study is significantly influenced by the calculation of its TTR. 
The TTR of 50.6% includes two items which, while not taxes, are included by the World Bank as they are 
mandatory contributions. It is interesting to note that if Superannuation Guarantee contributions (compulsory 
superannuation paid to independent funds of 9% of remuneration) and Workers Compensation (compulsory 
insurance premiums of approximately 5% of salary) were not included, Australia’s TTR would be 34.9%.” 

PricewaterhouseCoopers Australia carried out a survey in 2006 to establish the taxes borne and collected by 
large companies doing business in Australia. The results showed an average TTR for these companies of 32%1.

1 Tax Nation – Business taxes and the Federal – State divide. Published jointly by the Business Council of Australia, the Corporate Tax Association and 
PricewaterhouseCoopers in April 2007

 http://www.bca.com.au/Content.aspx?ContentID=101014
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Appendix 3 
The PricewaterhouseCoopers Total Tax Contribution framework and developments in 2007

The PricewaterhouseCoopers Total Tax Contribution 
framework was developed to provide a methodology 
which enables companies to measure and 
communicate their tax contribution in a consistent 
and easily understandable manner – with a view 
to meeting the needs of various stakeholders and 
improving transparency. Governments are a key 
stakeholder in what taxes companies pay; generating 
total tax information is proving to be of great interest 
to them in terms of having access to data that is not 
otherwise available, so helping inform the process of 
policy formation and facilitating a more constructive 
conversation with business as part of this process.

Over the last two years, PricewaterhouseCoopers has 
actively engaged with business and a wide variety of 
these stakeholders, including governments in several 
countries, international organisations, professional 
associations, academics and non-governmental 
organisations. This has been undertaken with a view 
to securing a general understanding and consensus 
of the Total Tax Contribution concept and to take on 
board views and comments to ensure that we evolve 
the methodology to optimise how it can best be used.

The use of the methodology by the World Bank to 
generate the tax cost component (the TTR) and so 
provide a consistent way in which tax systems can be 
compared by reference to a case study company, is 
one way in which the Total Tax Contribution concept 
has been helpful. It has ensured that the full range of 
business taxes paid by businesses are considered 
rather than having a restricted focus on corporate 
income taxes which, as the survey shows, represent 
on average only 36% of the tax bill of our case study 
company overall. 

The Total Tax Contribution framework is also being 
used extensively to generate empirical data on the 
tax contribution of companies. For example, in 
the UK a survey is undertaken each year with the 
Hundred Group to collect data on the taxes they 
pay. The Hundred Group is a cross industry grouping 
representing more or less the top one hundred 
companies on the London Stock Exchange FTSE 
index. The survey is now in its third year having 
focussed on taxes borne to start with, adding taxes 
collected in the second year and this year there 
will be significant additional information around 

compliance time and cost, as our discussions with 
stakeholders have shown a strong interest in this data. 
Governments and business have a common interest in 
reducing complexity and the regulatory burden.

The survey achieves high participation with 78 
companies providing data in 2006. Some key themes 
that have been reported from the Hundred Group 
surveys include1:

there are 21 taxes in the UK that companies pay in •	
addition to corporate income tax;

for every £1 of corporate income tax there is •	
another £1 of tax borne by these companies;

for every £1 of corporate income tax borne there is •	
also a further £3.70 in taxes collected; 

taxes borne and collected are equivalent in size to •	
around 18% of these companies’ turnover; and

taxes contributed by these companies to the UK •	
Treasury increased by 16% between 2005 and 
2006.

A similar survey was also undertaken in 2006 for the 
Business Council of Australia2 and this attracted a high 
level of participation from large companies operating in 
Australia. Key messages were: 

Australia has a total of 56 taxes that companies •	
pay. Some of these have different rules and 
separate filing obligations in the different state 
territories, multiplying up to 182 ‘taxing points’.

35 territory and local taxes accounted for only 17% •	
of the taxes paid by this group of companies. This 
represents a great deal of complexity for very little 
tax take.

On average, each company surveyed had the •	
equivalent of nine full time employees dealing with 
compliance with Australian taxes.

1 Total Tax Contribution. PricewaterhouseCoopers 2006 survey for The 
Hundred Group. Published: January 2007. http://www.pwc.com/extweb/
insights.nsf/docid/B390366E619FF2D4802572ED0054F5B5

2 Tax Nation – Business taxes and the Federal – State divide. Published 
jointly by the Business Council of Australia, the Corporate Tax 
Association and PricewaterhouseCoopers in April 2007

 http://www.bca.com.au/Content.aspx?ContentID=101014
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The survey results stimulated a discussion between 
government and business in Australia on the shape of 
the tax system.

Empirical work is underway elsewhere and we hope 
results from a number of countries will be published 
next year. These studies generate useful empirical data 
and it is interesting to see how the results compare 
with the Paying Taxes study. The empirical data from 
real companies supplements the results of the Paying 
Taxes study, as it reflects realities and complexities 
that cannot be encompassed within the case 
study company.

The Total Tax Contribution framework also provides 
certain indicators to put the amount of tax payments 
into context and encourages companies to be more 
transparent in their tax reporting. 

Increased interest in tax from different types of 
stakeholders gives rise to a need for a methodology to 
increase transparency around the total amount of tax 
that companies contribute. 

With this in mind, in May 2007, 
PricewaterhouseCoopers UK published a discussion 
paper suggesting a further framework to help 
companies improve their communications on tax3. 
The framework was developed after discussions with 
companies and with stakeholders, and from a review 
of the tax communications of the 350 largest listed 
companies in the UK. The framework suggests that 
communications should cover three key areas:

tax strategy and risk management,•	

tax numbers and performance, and•	

Total Tax Contribution and the wider impact •	
of taxes.

PricewaterhouseCoopers does not advocate a change 
to financial accounting standards. Rather, it is hoped 
to stimulate a discussion on a subject which is rapidly 
climbing the investor and boardroom agendas. This 
debate will show the benefits of transparency on tax 

3 Tax Transparency framework. A PricewaterhouseCoopers discussion 
paper. A suggested framework for communicating your total tax 
contribution. Published May 2007. http://www.pwc.com/extweb/
insights.nsf/docid/B390366E619FF2D4802572ED0054F5B5

and encourage more companies to say more about 
their total tax contribution. We welcome comments 
and suggestions on the framework.

The process of developing the Total Tax Contribution 
framework is a dynamic one and requires continued 
efforts to ensure that the momentum is maintained 
around transparency and that best practice is 
continually updated. PricewaterhouseCoopers is 
committed to this process and will update readers on 
progress in future editions of this report4.

4 Tax Transparency framework. A review of the tax communications 
of the UK’s largest listed companies. Published November 
2007. http://www.pwc.com/extweb/insights.nsf/docid/
B390366E619FF2D4802572ED0054F5B5
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The Total Tax Rate included in the survey by the World Bank has been calculated using the broad principles 
of the PricewaterhouseCoopers methodology. The application of these principles by the World Bank has not 
been verified, validated or audited by PricewaterhouseCoopers. Therefore, PricewaterhouseCoopers cannot 
make any representations or warranties with regard to the accuracy of the information generated by the World 
Bank’s models.

The World Bank’s tax ranking indicator includes two components in addition to the Total Tax Rate. These 
estimate compliance costs by looking at hours spent on tax work and the number of tax payments made in a tax 
year. These calculations do not follow any PricewaterhouseCoopers methodology but do attempt to provide data 
which is consistent with the tax compliance cost aspect of the PricewaterhouseCoopers framework.

The firms of the PricewaterhouseCoopers global network (www.pwc.com) provide industry-focused assurance, 
tax and advisory services to build public trust and enhance value for clients and their stakeholders. More than 
146,000 people in 150 countries across our network share their thinking, experience and solutions to develop 
fresh perspectives and practical advice.

This publication has been prepared as general information on matters of interest only, and does not constitute 
professional advice. You should not act upon the information contained in this publication without obtaining 
specific professional advice. No representation or warranty (express or implied) is given as to the accuracy 
or completeness of the information contained in this publication, and, to the extent permitted by law, neither 
PricewaterhouseCoopers nor the World Bank Group (nor the Executive Directors of the World Bank Group) 
accept or assume any liability, responsibility or duty of care for any consequences of you or anyone else acting, 
or refraining to act, in reliance on the information contained in this publication or for any decision based on it.

This publication may be copied and disseminated in its entirety, retaining all featured logos, names, copyright 
notice and disclaimers. Extracts from this publication may be copied and disseminated, including publication 
in other documentation, provided always that the extract is clearly identified as such and that a source notice 
is used as follows: for extracts from any section of this publication except Section two, use the source notice: 
“© 2007 PricewaterhouseCoopers. All rights reserved. Extract from “Paying Taxes 2008” publication, available 
on www.pwc.com.” For extracts from Section two only, use the source notice: “© 2007 The World Bank Group. 
All rights reserved. Extract from “Paying Taxes 2008” publication, available on www.pwc.com”

© 2007 PricewaterhouseCoopers and the World Bank. All rights reserved. “PricewaterhouseCoopers” refers to 
the network of member firms of PricewaterhouseCoopers International Limited, each of which is a separate and 
independent legal entity.

Caveats and disclaimers 
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The World Bank’s Doing Business Project and PricewaterhouseCoopers  are delighted to share 
with you the results of a survey which has been conducted as part of the World Bank Doing 
Business report (www.doingbusiness.org/taxes) to look at and compare tax regimes around 
the world. The results focus on the need for governments to ensure the effectiveness of the tax 
systems they implement, and for companies to appreciate the benefits of making tax reporting 
more transparent.

The effectiveness of a tax system relies on well-informed policy decision-making and the ability 
of businesses to comply with legislation. This publication considers improvements from the 
perspective of both government and business.

The conclusions are based on the findings of a survey on paying taxes which looked at the position 
of a standard modest-sized company in each of 175 countries. The work was carried out by the 
World Bank during the months of April to July 2006, with the support of PricewaterhouseCoopers 
in terms of tax technical data and the methodology to be applied for the calculation of total tax 
rate. The survey represents a significant step forward in facilitating a comparison of the world’s 
tax regimes. We aim to build on the foundation laid, and to further improve this information in 
the future. 

This publication sets out the results of the survey. It provides commentary by the World Bank and 
by PricewaterhouseCoopers on the findings and presents some thoughts on the way forward for 
greater transparency in tax reporting.

We hope you will find this interesting and would welcome your feedback.

World Bank and PricewaterhouseCoopers.

Simeon Djankov Susan Symons
Manager, Monitoring and Analysis Tax Partner
World Bank Group PricewaterhouseCoopers LLP
 United Kingdom

Foreword

In this ‘Paying Taxes - The Global Picture’ report, the terms “PricewaterhouseCoopers” and “PwC” are used to refer to the network of member firms 
of PricewaterhouseCoopers International Limited, each of which is a separate and independent legal entity.
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Executive summary

Taxes are essential to finance public services but there 
are good and bad ways to collect them. 

The design of the tax system can have significant 
economic impacts and can influence multinationals in 
deciding where to invest. Tax regimes with relatively 
high marginal rates and which include a number of 
exemptions and allowances tend to be less economically 
efficient in relation to encouraging employment, saving 
and investment. Such regimes generally also impose 
higher tax compliance and administration costs. Evidence 
suggests that simpler tax systems promote economic 
growth and can help achieve a win:win for governments 
and industry.

Burdensome tax systems can be a deterrent and can lead 
to tax evasion. Companies in 90% of surveyed countries 
rank tax administration among the top five obstacles to 
doing business. The main factors contributing to this are:

•  the large number of business taxes to pay;
•  lengthy and complex tax administration;
•  complex tax legislation; and
•  high tax rates.

To help with paying taxes and implementing reform, 
governments and tax authorities need to consider all 
aspects of a tax system. All taxes borne and collected by 
businesses should be recognised along with the related 
tax compliance costs - the Total Tax Contribution. 

Currently there is too much focus on corporate income 
taxes alone when considering reform. The Doing 
Business survey data shows that on average corporate 

income taxes only account for 36% of the Total Tax Rate, 
11% of the number of tax payments made and 25% of 
the compliance time. The reason for this is that there is 
insufficient information available in the public domain on 
the Total Tax Contribution. Corporate reporting standards 
are geared towards corporate income taxes and there 
is little or no information available on the other business 
taxes which impact on companies. 

The risk is that in discussions on reform these other 
business taxes are neglected or at worst overlooked. 
The increasing global trend to replace direct with indirect 
taxes underlines this issue.

This survey seeks to better inform the debate on reform. 
Better information around the Total Tax Contribution will 
encourage a clearer understanding from governments 
and help facilitate the appropriate steps that need to 
be taken.

Transparency is key. Governments need to be 
accountable for how taxes are spent. Businesses will 
potentially be more willing to pay taxes if they can see the 
benefits of improved public services and infrastructure. 
Businesses need to understand and communicate their 
Total Tax Contribution, so that they are more able to 
manage and control it and demonstrate the full extent of 
the contribution made to public finances.

Better information can be achieved through the 
systematic collection and reporting of data on the Total 
Tax Contribution, combined with regular consultation 
and dialogue between businesses, government and the 
tax authorities.

Executive summary



06

Survey methodology

The Paying Taxes survey is carried out as part of the 
World Bank’s Doing Business report, which compares 
business regulations in 175 countries. It was originally 
launched in the 2006 report (published in September 
2005). The results of the second survey (2007) were 
published in September 2006. PricewaterhouseCoopers 
provides the tax technical data for the survey. 

The concept of the Total Tax Rate has been a key 
element of both of the surveys. In the 2007 report the 
methodology applied to calculate the Total Tax Rate for 
each country has been updated so that it is aligned with 
the broad principles from the PricewaterhouseCoopers 
Total Tax Contribution framework (see Appendix 1 
for further details). Two additional indicators of tax 
contribution are measured by the Doing Business Project, 
which are related to administration and compliance.

The study involved gathering information on all business 
taxes borne by companies in 175 countries, by reviewing 
the financial statements and a list of transactions of a 
standard modest-sized business called TaxpayerCo. (See 
Appendix 2 – Data notes, for a further explanation of 
the methodology).

In outline, the business started with the same financial 
position in every country. Respondents were asked for 
details of the total tax that the business must pay and the 
process for doing so. All taxes - from corporate income 
tax and mandatory social security contributions paid by 
the employer to advertising or environmental tax - and 
all applicable deductions and exemptions are taken into 
account in determining the total tax contribution. Sales 
and consumption taxes are not included as part of the 
analysis to calculate the Total Tax Rate, as they are not 
considered to be borne by the business. 

The recognition of Total Tax Rate as a key component of 
the ease of doing business, is a significant enhancement 
to the Doing Business report. It enables companies 
and governments alike to appreciate the full extent 
of businesses’ tax contributions globally. This in turn 
enables both governments and businesses to make 
better informed policy and risk management decisions.

Survey methodology
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Tax collection has long been a despised activity. But 
taxes are essential. Without them there would be no 
money to build schools, hospitals, courts, roads, airports 
or other public infrastructure that helps businesses and 
society to be more productive and better off.

Still, there are good ways and bad ways to collect taxes. 
Imagine a modest-sized business – TaxpayerCo – that 
produces and sells consumer goods. In Hong Kong 
the business pays one income tax, one labour tax, one 
property tax and one fuel tax totalling 29% of profits. 
It takes 80 hours to comply with tax requirements. 
Meanwhile, in Belarus TaxpayerCo is subject to 12 
taxes, including an income tax, sales tax, value added 
tax (VAT), transport duty, three labour contributions, 
land tax, property tax, ecological tax, fuel tax and a 
turnover tax where taxes are paid on inputs and again 
on outputs. Despite many deductions and exemptions, 
required payments add up to 186% of profits - which 
in an extreme case could lead to business failure or tax 
evasion. The business would make 125 tax payments to 
three agencies, all by paper, and spend 1,188 hours doing 
so. Tax refunds would take two years to process. This 
complexity and delay make Belarus’ tax system among 
the world’s most burdensome. Most companies can’t 
afford to declare all their output, and 42% of business 
activity therefore goes unrecorded. 

The results of the Doing Business survey on Paying 
Taxes show the full breakdown of taxes that an 
average business pays. For example, in Tunisia social 
security contributions paid by the employer amount to 
16% of gross salaries, which is equivalent to 18.6% 
of commercial profits (Table 1.1). On top of that, the 
company pays jointly with social security contributions, 
and an accident insurance of 3.8% of gross salaries, 
that is 4.4% of profits. There are two additional labour 
taxes paid by employers of 1% gross salaries each – the 
FOPROLOS (social housing tax) and the TFP (professional 
labour tax). Both taxes amount to 2.4% of profits. 
After taking into account deductions and exemptions, 
the corporate income tax is 35% of taxable income 
– equivalent to 11.1% of profits. The company also pays 
FODEC (industrial development competitiveness tax), 
which is 1% of turnover and therefore 18.2% of profits. 
Additionally the business pays TCL (local municipality 
tax), and small taxes such as vehicle tax and stamp duty, 
which amount to 4.3% profit. Thus tax payments total 
59% of profits, leaving TaxpayerCo with only 41% to 
invest in new products and distribute to shareholders.

Section 1: Paying taxes around the world
Who makes paying taxes easy and who does not?

Section 1: Paying taxes around the world

By Caralee McLiesh and Rita Ramalho, Doing Business Project, World Bank

Table 1.1: Paying taxes in Tunisia

Source: Doing Business 2007

a) - Data not collected
b) - VAT is not included in the Total Tax Rate because it is a tax levied on consumers
c) - Very small amount
d) - Paid jointly with another tax

Tax  Payments   Time  Statutory tax Tax base Total Tax Rate 
 (number)   (hours)  rate  (% profit)

Value added tax (VAT)  12   96   18%  value added  54.5  b)
Social security contributions  4  36  16%  gross salaries 18.6
FODEC (development of industrial 12  -  a)  1%  turnover  18.2
competitiveness tax) 
Corporate income tax 1   136   35%  taxable income  11.1
Workers compensation (accident insurance) 0  d)  -  a)  3.80%  gross salaries  4.4
TCL (local municipality tax)  12   -  a)  0.20%  turnover including 4.3
      VAT
FOPROLOS (social lodging tax)  1   -  a)  1%  gross salaries  1.2
TFP (professional training tax)  1   -  a)  1%  gross salaries  1.2
Stamp duty  1   -  a)  fixed fee   c)
     (0.15 cents) 
Vehicle tax  1   -  a)  various rates    c)

Totals:  45   268     59
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Arguments for business tax reform usually emphasise 
corporate income tax rates. But corporate income 
taxes are only a small share of the total business tax 
contribution – close to a third on average. For example, 
Argentina’s profit tax is 9% of total taxes, while social 
security contributions paid by employers account for 
26% and turnover and financial transaction taxes account 
for almost 62%. Moreover, the corporate income tax is 
just one of 34 required payments. Simplifying the other 
33 payments spread over 11 separate taxes would go a 
long way towards reducing the tax burden on businesses. 
Latvia is another example: social security and other 
labour contributions account for 66% of the tax burden, 
whereas profit taxes account for 21%. 

Around the world, corporate income taxes account for 
an average of 36% of the tax burden on businesses. 
They also account for only four of 35 business tax 
payments (Figure 1.1). In several Eastern European 
countries simplification has not had the desired impact on 
perceived business obstacles, in part because it focused 
on income tax only1. 

Figure 1.1: Corporate income tax accounts for only part 
of the tax burden

Administrative requirements are also a burden in many 
countries. Firms in 90% of surveyed countries rank tax 
administration among the top five obstacles to doing 
business. In several – including Bangladesh, Cambodia, 
the Kyrgyz Republic, Russia and Uzbekistan – working 
with the tax bureaucracy is considered a bigger problem 
than tax rates2.

To measure these administrative burdens Doing Business 
and PricewaterhouseCoopers LLP recorded the number 
of payments TaxpayerCo would have to make to tax 

authorities, as well as the time required to prepare and file 
tax payments. Norway collects 46% of companies’ gross 
profit using three taxes filed electronically. In contrast, it 
takes 16 taxes and 59 interactions with the tax authorities 
to collect 53% of gross profit in the Philippines. In Ukraine 
it takes 98 payments and 2,185 hours a year, compared 
with only 11 payments and 104 hours in Estonia. 

To comply with tax regulation, businesses in the 175 
economies covered in this study submit, on average, 35 
pages of tax returns a year – equivalent to 100,000 trees 
a year, even after accounting for the few countries where 
business taxes can be filed electronically3. In Cameroon 
the average annual tax return for businesses is 172 
pages, in Ukraine, 92 and in the United States, 64.

Such complicated tax systems can lead to high evasion, 
even when rates are low. For example, although taxes 
in Peru are low by Latin American standards, evasion is 
a problem because it takes 74 days and 53 payments 
to fulfil tax requirements. In Brazil, the average business 
spends 455 days a year to comply with taxes – because 
there are, on average, 55 changes to tax rules a day4. 
Keeping up to date on tax law isn’t easy.

Table 1.2 on page 09 ranks countries on the ease of 
paying taxes and is based on the average of the country 
rankings on total taxes, number of payments and time 
required to comply. Some countries at the top of the list 
are of no surprise – tax havens like the Maldives and St 
Lucia, and Middle Eastern countries like Oman, United 
Arab Emirates and Saudi Arabia, where the government 
relies on oil revenue to fund spending. However others, 
such as Ireland, Singapore, Switzerland and New 
Zealand, are less expected. Several Nordic countries 
perform better once all business taxes are taken into 
account and administrative burdens are considered 
– Iceland ranks 13th, Denmark ranks 15th and Norway 
ranks 16th. Perhaps this reflects the efforts already made 
by Nordic countries to push an overall government-to-
business simplification agenda to reduce regulation, using 
a Standard Cost Model (SCM). The UK has embarked on 
a similar exercise.

1Engelschalk (2004).
2 World Bank Investment Climate Survey database, available at http://rru.
worldbank.org

3 A grown tree produces, on average, 80,500 sheets of paper. There are 
about 250 million formal businesses in the world.

4 Folha de São Paulo, ‘País edita 55 normas tributarias por dia,’ May 7, 
2006.
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On average, Middle Eastern and East Asian countries 
make paying taxes the easiest. Latin American countries 
impose the heaviest burdens, mainly because of high 
compliance costs. Africa follows, largely because of high 
taxes. The Organisation for Economic Co-operation and 
Development (OECD) countries impose the smallest 
administrative burdens and charge moderate tax bills. 

Richer countries tend to have lower business taxes and 
less complex tax administration processes. Simple, 
moderate taxes and fast, cheap administration mean 
less hassle for business – as well as higher revenues. 
In contrast, poorer countries tend to use business as a 
collection point, charging higher business taxes. 

Table 1.2: Where is it easy to pay taxes – and where not?

Section 1: Paying taxes around the world

Source: Doing Business database
Note: Rankings on the ease of paying taxes are the average of the 
country rankings on the number of payments, time and total tax rate. 
See the Data notes (Appendix 2) for details.

Who makes paying taxes easy - and who does not?
Easiest  Rank Most difficult  Rank

Maldives  1  Bolivia  166
Ireland  2  Venezuela  167
Oman  3  China  168
United Arab Emirates 4  Algeria  169
Hong Kong, China  5 Congo, Rep.  170
Saudi Arabia  6  Central African Republic  171
Switzerland  7  Colombia  172
Singapore  8  Mauritania  173
St. Lucia  9  Ukraine  174
New Zealand  10  Belarus 175

Payments (number per year)
Fewest   Most

Maldives  1  Jamaica  72
Afghanistan  2  Bosnia and Herzegovina  73
Norway  3  Montenegro  75
Hong Kong, China  4  Dominican Republic  87
Sweden  5  Kyrgyz Republic  89
Mauritius  7  Romania  89
Portugal 7  Congo, Rep.  94
Spain  7  Ukraine  98
United Kingdom  7 Belarus  125
Ireland  8  Uzbekistan  130

Time (hours per year)
Least   Most

Maldives  0  Azerbaijan  1 ,000
United Arab Emirates  12  Vietnam  1 ,050
Singapore  30  Bolivia  1 ,080
St. Lucia  41  Taiwan, China  1 ,104
Oman  52  Armenia  1 ,120
Dominica  65  Nigeria  1 ,120
Switzerland  68  Belarus  1 ,188
New Zealand  70  Cameroon  1 ,300
Saudi Arabia  75  Ukraine  2 ,185
Ireland  76  Brazil  2 ,600

Total tax rate (% of profit)
Least  %  Most  %

Maldives 9.3  Tajikistan  87.0
Vanuatu  14.4  Mauritania  104.3
Saudi Arabia  14.9  Argentina  116.8
United Arab Emirates  15.0  Uzbekistan  122.3
Oman  20.2  Belarus  186.1
Samoa 22.1  Central African Republic  209.5
Zambia  22.2  Congo, Dem. Rep.  235.4
Cambodia  22.3  Sierra Leone  277.0
Mauritius  24.8  Burundi  286.7
Switzerland  24.9  Gambia  291.4
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+300% +200% +100% +100%

Other business taxes as a percentage of profit before business taxes Corporate income tax as a percentage of profit before business taxes

As mentioned in the previous chapter, arguments for 
business tax reform usually emphasise corporate income 
tax rates. However, corporate income taxes are only a 
small share of the total business tax contribution.

Figure 1.2 below illustrates that the differential between 
the total tax rate and the corporate income tax rate exists 
for most countries covered by the survey, while Figure 
1.3 identifies the 20 countries where this differential 
is greatest. 

It is interesting to note that while some of the largest 
differentials can be found in Africa (in countries like Sierra 
Leone and the Congo Democratic Republic), the biggest 
examples also extend to other continents in countries 
like Argentina, India, China and notably in France 
and Belgium.

Figure 1.3: Countries with the largest differential Total Tax 
Rate (TTR) versus corporate income tax

Corporate income taxes versus the total 
tax contribution
By Susan Symons, PricewaterhouseCoopers LLP , United Kingdom

Section 1: Paying taxes around the world

Countries with the largest differential TTR vs corporate income tax
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Other business taxes as a percentage of profit before business taxes

Corporate income tax as a percentage of profit before business taxes
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Source: Doing Business 2007

Source: Doing Business 2007

Figure 1.2: Corporate income tax as a percentage of profit before business taxes compared to other business taxes as 
a percentage of profit before business taxes
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Figure 1.4 below analyses the data from a regional 
perspective, and further demonstrates that this is not just 
a feature for developing countries but applies similarly to 
other regions both geographically and economically. The 
full details by country for this comparison are shown in 
Figure 1.2 (See also data tables in Appendix 2).

Figure 1.4: TTR versus corporate income tax – the 
regional perspective

According to the survey data overall, corporate income 
taxes in fact account on average for only 36% of the total 
tax rate, 11% of the number of payments made, and 25% 
of the compliance time.
 
In this connection it is also interesting to take note of the 
number of business taxes that there are. For example, 
according to the survey, companies in Switzerland have 
11 business taxes, and Belarus 9, and these numbers 
are of course limited by the assumptions made for the 
company used in the model. 

Recent independent empirical work conducted by 
PricewaterhouseCoopers LLP in the UK shows that there 
are up to 21 UK business taxes that companies may have 
to bear in addition to corporate income tax, with labour 
taxes, property taxes and irrecoverable value added tax 
being the most significant of these as illustrated in Figure 
1.5. The other taxes include various sector-specific levies 
and an increasing number of environmental taxes aimed 
at behavioural change, including the congestion charge 
levied in London. The work has shown that on average 
the largest UK companies each bear 9 business taxes.

Figure 1.5: UK business taxes

In Australia PricewaterhouseCoopers studies undertaken 
show that companies may have to deal with many more 
business taxes, in some cases more than 50, because of 
the various taxes each State levies in addition to those 
operating at Federal level and those applied locally for 
example the Fire Brigade levy. 

In addition countries that appear to be tax havens 
because of the lack of corporate income tax – ranging 
from Estonia to the Marshall Islands – usually ensure that 
businesses contribute significantly to government coffers 
in other ways, typically high employment taxes (employer 
contributions) or operating licence fees. The World Bank 
survey shows a Total Tax Rate of 50.2% for Estonia and 
66.6% for the Marshall Islands. 

So far, this section has drawn attention to the other 
business taxes which companies have to bear – the 
taxes which directly affect their profitability and which 
therefore contribute to the calculation of the Total 
Tax Rate. But the taxes which companies collect 
on behalf of governments should not be forgotten. 
These are taxes which companies are obliged to collect 
but which are not ultimately borne by companies 
but which are instead borne by the consumer. For 
companies their impact is in relation to administrative 
and compliance cost, and is also commercial to the 
extent that they impact on the company’s prices. The 
UK work referred to above found that in the UK there are 
potentially 13 taxes collected by the largest companies 
and the experience is that on average 5 have to be 
complied with.

Total Taxes borne 2004/05 – by percentage

Property taxes; 11.4%

Other; 9.9%

Sector taxes - f inancial sector; 
8.6%

Corporate taxes; 50.3%

Employment taxes; 19.9%

Source: PwC survey for the Hundred Group
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Among the most prominent examples of such other 
business taxes are employment taxes (levied on the 
employee), and indirect (or consumption) taxes such 
as value added tax (VAT)/goods and services tax (GST), 
and environmental taxes. These taxes are increasingly 
being used by governments to collect the revenues that 
they need to fund public services and the trends indicate 
specifically that governments are looking towards VAT/
GST5 as the major source of tax revenue for the future. 
If this trend continues and indirect taxes become the 
most prominent form of taxation in the next 10 to 20 
years, then there is clearly a need for governments to 
consider these taxes as part of the reform agenda. As 
a key role for businesses is to collect these taxes on 
behalf of governments, so the costs of administration 
and compliance need to be factored into the decision 
over whether reform is necessary. Consultation with 
business is essential. 

So the evidence clearly suggests that it would be short 
sighted for the tax reform agenda for government to 
focus only on corporate income taxes. To do so ignores 
the fact that there are many other business taxes which 
together (and often even in isolation) represent significant 
components of the total tax contribution. Focusing solely 

on corporate income tax can lose sight of the value that 
the country gets from the multiplier effect of the wider 
tax contribution.
 
Currently, corporate income taxes are the primary focus 
of government decisions over reform. This is largely due 
to the fact that today’s corporate reporting standards 
generally home in on corporate income taxes and, 
typically, the disclosures in the company accounts are 
around corporate income taxes paid or provided on 
business profits. There may also be some disclosure 
around employers’ social security costs. However, until 
recently there has been little data in the public domain 
about other business taxes borne or collected by 
companies. There has certainly been nothing that brings 
them all together. The risk is therefore that these other 
business taxes are neglected in the reform debate or at 
worst, overlooked.

The onus is therefore on businesses to increase 
transparency around their total tax contribution, including 
all the taxes they pay and collect, as well as the time 
taken and cost of administration and compliance. In this 
way, governments (and other stakeholders) will be able to 
take on board the full picture when considering reform.

Section 1: Paying taxes around the world

5 This concept includes VAT and GST but does not cover sales taxes, 
customs duties or excise type taxes
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Governments impose taxes to finance public services. 
But taxes must first be collected and high tax rates 
do not always lead to high tax revenues. Between 
1982 and 1999 the average corporate income tax 
rate worldwide fell from 46% to 33%, while corporate 
income tax collection rose from 2.1% to 2.4% of national 
income6. This outcome was achieved because more 
businesses entered the formal economy and because 
tax exemptions and other tax incentives were reduced 
or eliminated. 

Poorer countries try to levy the highest amount of tax on 
businesses. Some claim that these high taxes are needed 
to fund public services and correct fiscal deficits. The 
evidence suggests otherwise. Higher rates typically do 
not lead to higher revenues in poor countries (Figure 2.1). 
Instead they push businesses into the informal economy. 
As a result the tax base shrinks and less revenue 
is collected7.

Figure 2.1: Taxes and revenue – unrelated in poor 
countries

A better way to meet revenue targets is to encourage tax 
compliance by keeping rates moderate. Russia’s large 
tax cuts in 2001 did exactly that. Corporate tax rates fell 
from 35% to 24%, and a simplified tax scheme lowered 
rates for small business. Yet tax revenue increased - by 
an annual average of 14% over the next three years. 
One study showed that the new revenue was due to 
increased compliance8.

Reducing tax rates has been a trend in other Eastern 
European and Central Asian countries. Most reformers 
– Armenia, Bulgaria, Estonia, Kazakhstan, Slovakia – have 

seen tax revenues rise. The larger the share of informal 
business activity before reform, the higher the revenue 
growth after.

More recent reformers have shown similar results. Ghana 
exceeded its mid-year revenue targets despite significant 
cuts in corporate tax rates in the last two years. Albania’s 
corporate tax revenue rose 21% after the rate was cut, 
while in Moldova it jumped 28% and in Latvia, 37%. 
In Romania, budget revenues grew 8% in real terms 
in the first quarter of 2005 relative to the same period 
in 2004, despite the new flat tax. Economic growth in 
these countries is a factor in the increased revenues. 
But compliance is also up.

Lower rates work best when their administration is 
simple. They are undermined by exemptions that shrink 
the tax base. Tax revenue has fallen in Uzbekistan, where 
the enthusiasm for income tax cuts was not matched 
by efforts to improve tax administration and expand the 
tax base.

Businesses are more willing to pay taxes if they see that 
the money is used to improve public services. Yet many 
developing countries with high tax rates fail to improve 
business infrastructure or education and training – two 
things that employers care about (Figure 2.2). Across 
countries, higher taxes payable are not associated with 
better social outcomes, even allowing for country income 
levels. They do not increase government spending on 
health and education, raise literacy or life expectancy or 
lower child mortality, nor are they associated with better 
infrastructure and other public services9. 

Section 2: Is there a need for reform?
Why reform tax systems?
By Caralee McLiesh and Rita Ramalho, Doing Business Project, World Bank
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6 Hines (2005)
7 A similar result holds between fiscal regulation and economic growth. 
See Loayza, Oviedo and Serven (2004)

8 Ivanova, Keen and Klemm (2005)
9 Based on analysis of Doing Business indicators with health, education 
and infrastructure indicators in the World Bank’s World Development 
Indicators (2005) and Global Competitiveness Report 2004–05 (WEF 
2004). The results hold controlling for income per capita

Source: Doing Business database, IMF (2005), WDI (2005)

Section 2: Is there a need for reform?
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Figure 2.2: Burdensome taxes, and still poor public 
services

Burdensome taxes do however generate other 
undesirable outcomes. They are associated with more 
informality, as entrepreneurs often choose to avoid the 
formal system altogether and operate underground 
(Figure 2.3). They also breed corruption. Businesses 
ranking in the bottom 30 countries on ease of paying 
taxes are twice as likely as those in the top 30 to report 
that informal payments are a problem. Every point of 
contact between a bureaucrat and an entrepreneur could 
present a danger of bribery and confusion on voluminous, 
often contradictory rules which may create room 
for discretion. 

Figure 2.3: Burdensome taxes are associated with more 
informality

Simplifying the tax regime by reducing tax rates 
and eliminating exemptions is the main way to 
reduce corruption in tax administration. Georgia 
– which introduced major reductions in tax rates and 
simplifications to the tax system in 2004 – has seen a 
drastic fall in perceived corruption of tax officials. In 
2005 only 11% of surveyed businesses reported that 
bribery was frequent, down from 44% in 2002. That 
was the sharpest drop in perceived corruption among 
the 27 transition economies10. Romania, another major 
reformer in 2004, and Slovakia, which introduced 
large tax reforms in 2003, also saw falls in perceived 
corruption: from 14% to 8% of surveyed businesses and 
from 11% to 5%, respectively.

Growing evidence shows that tax reform creates more 
vibrant businesses. A smaller tax burden encourages 
firms to invest (Figure 2.4). One recent study found that 
a 10% cut in indirect taxes, such as VAT, may imply a 
rise in investment of up to 7%11. “Businesses are happy 
with the change and responding by investing more,” says 
Kenneth, an accountant, about corporate tax reform in 
Ghana. Moreover, such investment yields higher returns 
when taxes are streamlined. A study in India estimates 
that tax reform can increase productivity by up to 60%12. 

Countries ranked by ease of paying taxes 
(quintiles)

higher

higher

lower

lower

Size of the informal sector

10World Bank (2006)
11Desai, Foley and Hines (2004)
12World Bank (2004)
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Note: Relationships are significant at the 1% level and remain significant 
when controlling for income per capita 

Source: Doing Business database, Schneider (2005) 
Note: Relationship is significant at the 1% level and remains significant 
when controlling for income per capita 
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Figure 2.4: Burdensome taxes are associated with less 
investment

It is not just businesses that gain from reform. 
Streamlining taxes also brings savings for government. 
A complicated tax system costs a lot of money to run 
– funds that could be better spent on education, health 
care and infrastructure. In Denmark, one kroner spent on
tax administration generates 113 kroner of tax revenue. In 
Hungary, one forint produces only 77. In Mexico one peso 
produces only 33.

Overall growth is also higher with lower taxes and better 
collection13. And with tax incentives aligned to encourage 
work, more firms and more jobs are created. One study 
shows a cut of one percentage point in corporate tax 
rates is associated with up to a 3.7% increase in the 
number of firms and up to 1.1% higher employment14. 
Tax reforms inspire political debate and can be hotly 
contested. But both business and government benefit 
when taxes are simple and fair and set incentives 
for growth. 

Section 2: Is there a need for reform?
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when controlling for income per capita 

13Engen and Skinner (1996), Lee and Gordon (2004) and Slemrod (1995) 
14Goolsbee (2002)



16Section 2: Is there a need for reform?

The increasing burden of tax administration  
and compliance
By Peter Cussons, PricewaterhouseCoopers LLP, United Kingdom 

Tax administration and compliance can be a significant 
obstacle to businesses and need to be considered as part 
of the decision on reform. 

A recent study by PricewaterhouseCoopers looked at 
the burden of federal tax administration for the top 20 

countries ranked by gross domestic product (GDP). The 
relative tax administration burden in each country was 
measured by the number of pages of primary federal tax 
legislation, as shown in Table 2.1.

Country GDP ranking GDP $m Number of pages of primary tax legislation (ranking)

United States 1 11,711,834 5,100 (5)

Japan 2 4,622,771 7,200 (4)

Germany 3 2,740,551 1,700 (10)

United Kingdom 4 2,124,385 8,300 (2)

France 5 2,046,646 1,300 (13)

China and Hong Kong 6 1,931,710 2,000 (9)

Italy 7 1,677,834 3,500 (7)

Spain 8 1,039,927 530 (17)

Canada 9 977,968 2,440 (8)

India 10 691,163 9,000 (1)

Korea 11 679,674 4,760 (6)

Mexico 12 676,497 1,600 (12)

Australia 13 637,327 7,750 (3)

Brazil 14 603,973 500 (18)

Russia 15 581,447 700 (=15)

Netherlands 16 578,979 1,640 (11)

Switzerland 17 357,542 300 (20)

Belgium 18 352,312 830 (14)

Sweden 19 346,412 700 (=15)

Turkey 20 302,786 350 (19)

Source: PwC study June – July 2006. GDP information is based on 2004 figures taken from World Bank data as at April 2006, for more information 
visit: http://www.worldbank.org
Note: The study does not measure state and local taxes. Countries levy taxes at different political levels, which will affect the relative ranking.

Table 2.1: Federal tax administration burden
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The smaller but significant and growing economies of 
Ireland and Luxembourg were also surveyed and revealed 
equally interesting results. Ireland (GDP ranking 30/ 
$181,523m) had 4,250 pages of primary tax legislation 
and therefore a ranking of seven if incorporated into the 
above table. Luxembourg (GDP ranking 67/$31,864m) 
had 2,200 pages of primary tax legislation and therefore a 
ranking of 10 if incorporated into Table 2.1 (on page 16).

A first important finding to note is that the volume of 
primary federal tax legislation is not directly proportional 
to economic size. For example, the US, ranked number 
one in GDP terms, being almost three times the size of 
the next nearest economy (Japan) has just 5,100 pages 
of primary federal tax legislation compared with Japan’s 
7,200 pages. Or India, with a lower GDP ranking of 10 
but which has the most pages of primary federal tax 
legislation at 9,000.

Secondly, the volume of primary federal tax legislation 
is on the increase i.e. more new legislation is being 
enacted than repealed. In the UK over the past 10 
years, the number of pages has more than doubled from 
approximately 3,700 to 8,300.

There are a number of reasons for this. In the UK, 
for example, the Tax Law Rewrite committee has 
rewritten most of the UK’s income tax provisions in 
more user-friendly language. The necessity for this is 
perhaps best illustrated by a quote from Section 704, 
Income and Corporation Taxes Act (ICTA) 1988, as yet 
unreconstructed: “That in connection with the distribution 
of profits of a company to which this paragraph applies, 
the person in question so receives as is mentioned 
in Paragraph C (1) such a consideration as is therein 
mentioned.” (Paragraph D (1) of the arcane Section 704 
“prescribed circumstances” provisions in relation to 
anti-avoidance regarding transactions in securities). 
Nonetheless, it is arguable that this process is responsible 
for a 50% increase in the length of the legislation that is 
being rewritten, and it should be noted that the Tax Law 
Rewrite process has as yet probably rewritten under a 
half of all UK primary tax legislation.

The Government may consider tax advisers (and perhaps 
business) as responsible by virtue of tax avoidance for 
much recent legislation. However, with the extension 
of the UK Tax Avoidance Disclosure (TAD) rules to 
all income tax, corporation tax and capital gains tax 
transactions as well as VAT and stamp duty/stamp 
duty reserve tax/stamp duty land tax, it is arguable that 
tinkering with the tax system by introduction of layer upon 
layer of anti-avoidance is leading to a situation where 
one transaction (e.g. borrowing in the UK) may require 

consideration of up to half a dozen differing blocks of 
anti-avoidance legislation or case law15. 

A particularly worrying consequence is that with the sheer 
volume of tax legislation no one individual can possibly 
read all of it; and so the days of a tax director being 
confident of spanning all the relevant parts of the tax 
code seem to have all but disappeared. Similarly, at least 
as regards advising large to medium-size corporates, 
the ability of a single tax adviser to span all the relevant 
tax legislation is circumscribed, hence the increasing 
relevance of specialists and sub-specialists. This leads 
to an at least two tier market – those who can afford the 
necessary advice, and those for whom such advice may 
be of only marginal benefit on a cost/benefit analysis.

It is also leading to a situation where the primary tax 
legislation is being read by fewer and fewer people, 
and on the HM Revenue & Customs (HMRC) side in 
the UK, where there are nominated specialists for not 
only particular areas but nowadays even for a particular 
section or schedule.

On a brighter note, other countries such as Germany 
and France with economies that are comparable to 
(France) or even larger (Germany) than the UK’s, appear 
to manage with considerably fewer pages of primary 
federal tax legislation. The PricewaterhouseCoopers LLP 
survey shows Germany with 1,700 pages putting the 
country in tenth place and France with 1,300 pages and 
in 13th place. 

To conclude, many countries need to reflect on the likely 
deterrent effect of the ever increasing complexity of their 
tax legislation and the resulting probable reduction in 
their international competitiveness. Ultimately, when tax 
legislation becomes too voluminous, compliance drops 
more through ignorance than deliberate evasion, as the 
Paying Taxes survey illustrates.

15  Section 209 ICTA 1988: whether interest dependant on the 
results of the business and therefore a distribution; Paragraph 
13 Schedule 9A FA 1996: loans for unallowable purposes; 
Schedule 28AA ICTA 1988: thin capitalisation and transfer 
pricing; Sections 24 to 31 Finance (No. 2) A 2005 and 
Schedule 3: anti-arbitrage provisions; Section 349 ICTA 1988 
and SI1970/488: treaty clearance from UK 20% withholding 
tax; Ramsay/Furniss, post BMBF and SPI.
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The effect of the tax system on the economy
By John Hawksworth, PricewaterhouseCoopers LLP, United Kingdom

There is extensive research on the relationship between 
economic growth and tax regimes, with a broad range of 
findings. At the macroeconomic level, there is no simple 
relationship between the overall level of taxation (as a % 
of GDP) and long-term economic growth, although some 
econometric studies find evidence of a negative influence 
from high levels of taxation after correcting for other 
factors. But it remains a controversial area and other 
studies find little or no evidence of such a relationship. 
Some studies find that, while the overall level of taxation 
may not be significant, the composition of taxation does 
matter, with greater negative impacts on growth from high 
levels of direct taxation (e.g. income tax and corporate 
profits tax) than indirect taxation (e.g. VAT and excise 
duties). But this needs to be weighed against the fact 
that direct taxation tends to be more progressive than 
indirect taxation. 

It is also important to note what the extra taxes are 
used to fund: if, for example, they are used for transfer 
payments, then the net impact on long-term economic 
growth may be negative. However, the net impact could 
be positive if they are used to fund improvements in, 
say, education, transport and energy infrastructure and 
research and development (although these net impacts 
may be difficult to quantify if these benefits take a long 
time to come through). These relationships may also vary 
with the level of economic development of the countries 
concerned and, related to this, the quality of governance 
in these countries. 

There is probably a greater consensus in the view 
that the design of the tax system can have significant 
microeconomic impacts. In particular, tax regimes with 
relatively high marginal rates and large numbers of 
exemptions and allowances tend to be less economically 
efficient in relation to encouraging work, saving and 
investment, as well as imposing higher compliance 
and tax administration costs. Tax regimes may also 
have particularly significant effects where they relate to 
internationally mobile physical, human or financial capital. 
Attempts to impose internationally uncompetitive tax 
rates on these forms of mobile capital may be particularly 
damaging to an economy in the long term.
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Employment taxes – scope or scourge?
By John Whiting, PricewaterhouseCoopers LLP, United Kingdom

Section 2: Is there a need for reform?

Companies know that they pay many taxes over and 
above the tax on their profits. In almost every country in 
the world, those taxes include some form of levy related 
to their payroll bill – sometimes directly, sometimes linked 
to the employees. It’s questionable whether the extent 
of these charges is fully appreciated – or fully controlled 
by either the company that pays them or the government 
that levies them.

If tax reform is in the air, taxes on employment are usually 
a part of that mooted reform. Is this an area where there 
is scope for countries to extract more – or is it an area 
that damages employment prospects?

What are human resource taxes?

The employer’s tax costs related to the human resource 
(HR) function are usually threefold:

(1)  Taxes borne – the employer’s social security 
contributions, contribution to pension benefits (for 
example employer pension contributions in Australia) 
or payroll taxes.

(2)  Taxes collected – deductions made by the employer 
from employees’ pay in respect of social security and 
income tax. 

(3)  Tax administration – the cost of running all of this 
effectively on behalf of governments.

There may also be involvement by employers in what 
are essentially benefits laid down by governments. 
Some may be funded by governments, imposing only 
an administrative burden on employers. Some are actual 
costs and become part of taxes borne. Examples will 
include areas such as sick and maternity/paternity pay 
and levies to support particular industries or training 
schemes. It is arguable how much these represent in 
taxes in the purest sense of the word – it will come down 
to whether these are payments to tax authorities which 
are then used as general revenues. But, however they are 
regarded, they need to be borne in mind when the burden 
of employment taxes is considered.

Pros and cons

There is a lot to be said for taxing employees via the 
employer – at least from a government’s point of view. 
Employers may be more likely to pay; there is potentially 
one employer as against many employees; adding 
to payroll costs emphasises the employer’s wider 
responsibilities and may ensure that the employer puts 
additional monies into some form of social welfare. 
Incentives can be given for particular actions – for 
example, reduced social security contributions for new 

employees in Finland. Checking compliance can be 
via employer visits rather than many individual reviews 
of employees.

The contra argument has to be one of cost. Imposing 
extra costs onto employers in respect of their employees 
will undoubtedly increase the cost of employment. The 
administrative burden shouldered by employers must 
not be forgotten either: particularly where returns require 
copious data, as is normally the case. 

Is this a significant burden?

It is noticeable that some countries with modest (or in 
the case of Estonia, no) corporate income taxes evidently 
make up the lost revenues via employment taxes, in 
particular employer social security charges. But it is 
not just countries with low rates of corporate income 
taxes: countries such as France and Belgium impose 
high employer social security charges. This has led 
to some employment perceptibly moving to the south 
east of the UK where services can easily be rendered to 
France/Belgium while staying out of their social security 
net. Whether it also contributes to unemployment is an 
issue for the economists but evidence from businesses 
makes it clear that these high costs are factors in 
business planning.

Within a country, sectors can differ. This can result from 
additional (or reduced) levies for particular industries, 
depending on the country’s attitude to the sectors in 
question. Even with the same rates on tax, differing 
employment patterns (and rates of pay) can mean very 
different impacts on the companies concerned. For 
example, in the UK Financial Services sector, employers’ 
national insurance contributions (NICs) are one-third of 
corporate income tax bills, whereas in Industrial Products, 
the position is reversed – employers NICs are three times 
the corporate income tax bills16. 

All this emphasises the need to factor employment 
taxes into any tax strategy – both at government and 
company level.

Cost or benefit?

Many countries will argue that the employer actually 
benefits from the cash that they deduct and retain from 
employees’ pay. This cash can be managed positively 
for the period that it is in the company’s hands before 

16 Source: PwC Total Tax Contribution survey for The Hundred 
Group 2005
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it is passed on, and can offset, to a greater or lesser 
extent, the tax administration costs. This may work for 
larger employers; however the smaller employer will 
often struggle.

The question then arises as to whether employers are 
properly focused on managing these significant tax costs. 
Bear in mind that risks in the tax arena generally come in 
many guises, and employment tax risks are no different. 
For example:

•  Operational risk – the possibility of processing errors, 
which because of the volumes involved could lead to 
significant additional costs;

•  Compliance risks – the possibility of late submission, 
with consequent penalties; and

•  Reputational risk – making errors in the employment 
tax arena is unlikely to lead to adverse external 
publicity but it could impact on staff relations. 

Some might argue that these risks have always been 
present. However, it is apparent that tax authorities see 
the employment tax compliance arena as a fruitful area 
for their efforts. 

A bigger HR bang?

This section does not argue for or against employment 
taxes, but simply suggests that companies and 
governments alike need to consider them and make sure 
that they factor them properly into planning.

Many countries in the developing world may see 
employment taxes as an attractive route to obtaining 
additional revenues, particularly for the perceived ease 
of collection. That can be a very valid argument; the 
downside can be pricing staff out of the market. A 
particular factor within this will be whether local staff 
are to be taxed in the same way as expatriates. After all, 
expatriates may not draw on social costs in the same 
way, if that is part of the rationale for employment taxes. 
But allowing them a discount – which may come via a tax 
treaty – may cost the country more than it had envisaged. 

There is a long way to go before taxes, particularly 
employment taxes, are harmonised. In the meantime the 
implication is that it is becoming ever more important to 
ensure there is transparency around employment taxes 
and that they are properly managed and reported.



21

January 1st 2006: law  effective for corporate income

Jun 05: Parliament approves new law

Nov 04: Private sector review and public discusion of new  law

Nov 04: Government sends law to parliament

Nov 04: Cabinet approves new law

Oct 04: Government announces intention to change tax code

July 04: New  reform-minded cabinet takes off ice July 2004

Jul 2004                                                                                                    Jan 2006

The cabinet sets custom and tax reform as the 
major priorities

Little opposition, except from beneficiaries of 
tax breaks under old system

New  law  takes 
effect, retroactive 
for all 2005

Tax off icials trained on new  audit and 
record system 

Media campaign informs the public about new  law

In 2004-06, reducing profit tax rates was by far the 
most popular change to tax systems (Table 3.1). 
Corporate income tax cuts swept through Eastern 
European countries, sealing the region’s rank as the top 
tax reformer. Western European countries also joined 
the trend, partly in response to competition from new 
European Union members. Such reductions are possible 
when reforms target increasing compliance and the tax 
base. Here are three ways to start:

• Simplify tax law.
• Ease filing requirements.
• Consolidate taxes.

Simplify tax law

The boldest reform is to simplify tax law so that 
every business faces the same tax burden – with no 
exemptions, tax holidays or special treatment for large 
or foreign businesses. Many tax laws start that way. But 
when hard times come and governments need revenue, 
tax rates are often raised. This is unpopular, and large 
or well-connected businesses usually obtain special 
treatment. Soon the tax law becomes riddled with 
exceptions, generally at the expense of small businesses, 
which have the least ability to lobby. Often they are 
pushed into the informal sector.

Few reformers dare eliminate exemptions. Egypt is 
an exception: since 2005 all businesses have paid 
a 20% corporate income tax – rather than 32% or 

40%, depending on the sector. All sector-, location- or 
business-specific tax holidays and exemptions were 
eliminated, about 3,000 in all. Businesses can file 
and pay taxes electronically. As a result two million 
Egyptians filed taxes in 2005, double the number in 
2004 (Figure 3.1 demonstrates the process undertaken 
by Egypt).

Section 3: How to reform
The options for reform?
By Caralee McLiesh and Rita Ramalho, Doing Business Project World Bank

Reform Country

Reduced profit 
tax rates

Afghanistan, Albania, Algeria, Antigua 
and Barbuda, Austria, Bulgaria, Czech 
Republic, Denmark, Egypt, Estonia, 
Finland, Ghana, Greece, Guinea-
Bissau, Hungary, India, Israel, Latvia, 
Lesotho, Mexico, Moldova, Montenegro, 
Netherlands, Pakistan, Paraguay, Poland, 
Rwanda, Senegal, Sierra Leone, Sudan, 
Switzerland, Turkey, Uzbekistan

Reduced number 
of taxes

Belarus, Egypt, Ghana, Georgia, Lithuania, 
Russia, Yemen

Revised tax code Afghanistan, Albania, Egypt, El Salvador, 
Georgia, Honduras, Mexico, Morocco, 
Romania, Spain, Tanzania

Introduced value 
added tax

Bosnia and Herzegovina, India, Serbia

Introduced 
electronic filing  

Bulgaria, Latvia, Lithuania

Table 3.1: Reducing profit tax rates: the most 
popular reform in 2004-06

Source: Doing Business database

Figure 3.1: How Egypt created a flat profit tax

Source: Doing Business database

Section 3: How to reform 
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Special exemptions erode the tax base. Businesses 
left in the system end up paying more. The system 
becomes less transparent and more costly to run. It 
distorts resource allocation. And incentive schemes 
create possibilities for rent seeking and arbitrage as 
businesses seek to minimise their tax with legal ways of 
manipulating income17.

Estonia’s 1994 reform replaced its concession-laden 
system with a single flat tax of 26% offering no 
exemptions. “We could not afford to maintain a more 
complex system,” said a representative of the Ministry 
of Finance. The country’s tax base broadened, and 
revenues have not suffered. Its success sparked a rush 
by other Eastern European countries to do the same. 
In 2003, Slovakia streamlined its convoluted incentive 
schemes into a single flat tax, with similar results18. In 
2004, Romania and Georgia became the latest. Romania 
introduced a 16% flat tax and cut payroll taxes - though 
at 33.25%, they are still high. Georgia’s new tax code 
levies a 20% corporate income tax on businesses and 
a 12% flat tax (down from 20%) on personal income. In 
addition, social taxes were cut from 31% to 20% and 
the number of taxes from 21 to nine, and invoices and 
receipts were simplified. 

If radical changes are not feasible, reforms can be 
phased in. In 2005, Ghana, Israel, Mexico and Paraguay 
introduced gradual reforms. For example, Ghana cut 
its corporate income tax rate by 4.5 percentage points 
in 2005 and by another three points in 2006. This way 
the Government can defuse lobbying. But this was 
learned the hard way: Ghana tried to introduce a VAT 
in 1995, only to withdraw it two months later after 
public demonstrations scared reformers. It took four 
more years for its eventual introduction. Without major 
overhauls, Colombia, El Salvador, Indonesia, Jamaica 
and Mexico have eliminated some distortions by cutting 
ineffective incentive schemes and increased revenues in 
the process19. 

Ease filing requirements

Good reforms also go beyond reducing tax rates. Making 
electronic filing and payment available to businesses 
is a start. Businesses can enter financial information 
online and file it with one click – and no calculations. 
Errors can be identified instantly, and returns processed 
quickly. Singapore led the way. In the early 1990s its 
tax department was plagued by a mounting backlog 
of unprocessed tax returns and the lowest public 
satisfaction rating of all public services. In response, 
a new department – the Internal Revenue Authority 
of Singapore – was created. In 1998 the department 

launched an e-filing system. Filing taxes is now entirely 
paperless (except for a verification receipt) and takes 
just a day – and 90% of corporate taxpayers express 
satisfaction with tax administration20.

Another 45 countries have made e-filing possible, and 
the list is growing. In Madagascar tax declarations were 
computerised in October 2005. If there is no change in 
the information submitted previously, a business can file 
the same declaration again with the click of a mouse. 
This innovation is especially important for compliance 
with labour taxes, where the information submitted by 
small businesses changes less often. As a result the time 
needed to comply with taxes fell by 17 days. 

In 2004, Armenia and Lithuania introduced online filing. 
Lebanon began automating its payroll tax. Businesses 
in Slovakia can now email tax returns, with no signature 
or paper evidence. And South Africa is implementing 
an e-filing system. Such reforms pay off. In countries 
with online filing it takes less time to comply with tax 
regulations: 44 days compared with 58.

Simplifying paper filing is another way to make things 
easier. Doing so works everywhere but is especially 
important in poor countries, which may not have the 
demand or capacity to support e-filing. In many countries 
return and payment forms are cluttered with information 
requirements that are never processed. In the 1990s, the 
monthly Polish VAT form required 105 entries - including 
37 just for identification - and 38 calculations21. At one 
point entrepreneurs had to get a stamped VAT certificate 
for every business lunch. Things have improved, but it still 
takes two pages for each monthly filing and three days a 
year to complete VAT filing requirements. In Switzerland 
it takes one page per quarter and one day a year to deal 
with VAT paperwork. Brazil still has a long way to go: six 
forms are needed just to pay income tax. To complete 
just one of those forms, taxpayers must first read 300 
pages of instructions. For the VAT at least three forms 
are needed.

Eliminating excessive paperwork cuts the time that 
businesses spend complying with tax laws. To increase 
compliance, the UK shortened its VAT return to one page. 
In 2004, Pakistan did the same for its income tax return, 
significantly shortening the time required to file. Croatia 
simplified its tax forms in 2005, cutting eight pages of tax 

17See, for example, Tanzi and Zee (2000)
18Moore (2005)
19World Bank (1991)
20Bird and Oldman (2000) and Tan, Pan and Lim (2005)
21Bird (2003)
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returns and shortening the time required to comply with 
tax regulations by five days.

Consolidate taxes

Consolidating taxes is also a worthwhile reform. For 
example, most countries have more than one labour 
tax, yet such taxes are typically based on gross 
salaries. Why not unify them? Tax offices can then 
distribute the revenues among government agencies. 
Slovakia did just that: its single social contribution tax 
funds health insurance, sickness insurance, old age 
pensions, disability insurance, unemployment benefits, 
injury insurance, guarantee insurance and reserve fund 
contributions. In many countries social security agencies 
would be reluctant to part with their powers – especially 
if there is a chance that tax offices won’t give them 
their share of revenues. To gain their trust, an automatic 
separation of revenues can be introduced so that there is 
no room for discretion.

“Our system is characterised by a flood of taxes that 
overload business with administration. The primary taxes 
are income tax, VAT, import duty, export tax, excise duty 
and special excise, provincial turnover tax and property 
tax. There are taxes at different levels of government. 
There is also the social responsibility levy, debits tax, 
share transaction levy, economic service charge, financial 
transactions tax and various stamp duties. And there 
is a whole host of industry specific taxes. It is way too 
complicated.” So says Anil, an accountant in Sri Lanka.

Having more types of taxes requires more interaction 
between businesses and tax agencies. Businesses 
complain that a higher number of taxes is cumbersome 
(Figure 3.2). The problem is greatest in poor countries, 
which rely more on ‘other taxes’ rather than income 
tax and VAT. In Tanzania, for example, local authorities 
impose 50 business taxes and fees22. But the number of 
taxes is a burden in some rich countries too. In New York 
City income taxes are levied at the municipal, state and 
federal levels23. Each is calculated on a different tax base, 
so businesses must keep three sets of books. Such an 
approach costs governments more in collection costs 
as well.

Figure 3.2: More taxes and payments – more hassle

Reformers can look to Georgia, which in 2004 cut the 
number of taxes from 21 to nine. Businesses have praised 
the new, simpler system24. In 2001 Russia consolidated 
several business taxes, cutting the number of taxes from 
20 to 1525. And Iran recently merged three taxes into 
one to ease payment. Improvements were also made 
in Senegal. Small businesses can now pay one tax that 
has a lower rate and consolidates four previous taxes. In 
addition, several exemptions were abolished to widen the 
tax base. And the company income tax rate fell from 33% 
to 25%.

Some taxes can be dropped altogether. Reforms should 
target minor excises and stamp duties - which cost 
money to administer but do not raise much revenue 
– or particularly distorting taxes. An example is a 
turnover tax, which is levied on a firm’s inputs and again 
on its outputs, so tax is paid on tax. The main alternative 
to a turnover tax – a VAT – levies tax only on the 
difference between inputs and outputs (the value added), 
avoiding double taxation. Another alternative, a sales tax, 
does the same by taxing only outputs, as in the United 
States. Mozambique abolished its turnover tax in 1999, 

Countries ranked by number of tax payments
(quintiles)

higher

higher

lower
lower

Perceived tax system efficiency

22Fjeldstad and Rakner (2003)
23 Not all cities in the United States have a municipal business tax. In 

addition, in several states the tax base is the same for federal and 
state income taxes

24Georgia Business Council interview
25FIAS (2004)

Source: Doing Business database, GCR (2005)
Note: Relationship is significant at the 1% level and remains significant 
when controlling for income per capita.
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replacing it with a VAT. Georgia eliminated its turnover tax, 
which was levied on top of a VAT, as a part of its 2004 
reform. In 2005, Yemen eliminated its production tax, 
reducing the total tax that businesses would pay from 
170% to 48% of profits. Before the reforms, businesses 
paid a 10% turnover tax on their sales. The reforms 
replaced the production tax with a 5% sales tax, levied 
on final consumers. But another 44 countries maintain 
a turnover tax, including Argentina, Belarus and Tunisia. 
Almost all have a VAT or sales tax as well. In 2005, 
Uzbekistan introduced a 1% tax on turnover, which 
outweighed reductions in corporate and labour taxes.

Small businesses have a particularly hard time dealing 
with multiple tax payments. Why not help them by 
making their interactions with the tax agency simpler? 
This is what Brazil did. In 2001 it introduced the Simples 
system, which allows for one monthly tax payment for 
businesses with annual revenues below $1.1 million. The 
payment covers eight taxes, including four federal and 
state consumption taxes, two profit taxes, one labour 
tax and one municipal tax. Opinion surveys have found 
that nearly 90% of businesses think highly of this reform 
– emboldening the government to plan more ambitious 
reforms to collect taxes electronically. These are needed 
– it takes larger businesses 455 days to comply with 
taxes, the longest in the world. 
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Actual trends in taxation show that there is a general and 
increasing shift from direct taxation to indirect taxation. 
More specifically governments are looking towards VAT/
GST26 as the major source of tax revenue for the future.

However, this shift from direct taxation to VAT/GST 
needs to be carefully planned to ensure that the system 
introduced delivers optimum levels of tax revenue 
with the least possible adverse impact on individuals 
and businesses.

With VAT/GST systems the consumers are the taxpayers 
whilst businesses are the ‘unpaid’ tax collectors of the 
governments. Therefore, a joint approach between 
governments and businesses is an essential ingredient in 
order to achieve a win:win VAT/GST model.

VAT/GST’s contribution to national budgets is increasing

Consumption taxes are growing as a major source of 
tax revenues for governments across the globe. Tax 
authorities worldwide are gradually migrating from direct 
taxation to the less visible indirect taxation, and this 
reduced visibility reinforces the need for reporting on the 
total tax contribution. 

VAT/GST models have been adopted by more than 130 
countries. The United States is the only OECD member 
country that does not have a VAT/GST. However, 45 
of the US states impose a retail sales tax. A variety of 
consumption tax proposals have been discussed in the 
United States, primarily as a replacement for income 
taxes, but a VAT/GST model is not expected in the near 
future27. Hong Kong has also opened a consultation 
period on a tax reform proposal that includes the 
introduction of GST28.

In 2004, consumption taxes (VAT, GST, Customs duties 
and excise) on average constituted approximately 30 
per cent of total tax revenues29 in the OECD countries, 
whilst in some individual countries these taxes constitute 
over 50 per cent of the total tax revenues collected 
by governments.

It would appear that this relatively recent growth of 
consumption taxes is not at an end. It is expected that 
governments will continue shifting the burden of tax from 
income tax (including labour tax) to indirect tax. 

Figure 3.3: Taxes on general consumption as a 
percentage of total taxation

Impact of taxation on GDP

The reasons for this continued increase in consumption 
taxes as opposed to direct taxes can be found in the 
need for governments to be seen to have a tax structure 
which is conducive to growth and employment and which 
can also maintain tax revenues. Tax competition between 
countries to help attract business and investment has 
usually involved the lowering of direct taxes on income by 
reducing corporate income tax and other measures such 
as exempting capital gains, tax deductions for dividends 
or interest obtained amongst others. As a consequence 
this reduction in corporate income tax necessitates an 
increase in other sources of tax revenue for government 
budgets to be maintained. This has manifested itself in an 
increase in consumption taxes, so reinforcing the trend 
followed by governments in recent years.

Tax policy can have important economic effects through 
its impact on incentives to work, save and invest. 
In particular, high levels of labour taxes and social 

VAT/GST: The win:win taxation systems of 
the future? 
By Ine Lejeune, PricewaterhouseCoopers, Belgium bcvba 
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26 This concept includes Value Added Taxes and Goods and Services 
Taxes but does not cover sales taxes, customs duties or excise type 
taxes. 

27 On August 22 2006, the U.S. Congressional Research Service released 
a report examining the merits of value-added taxation as a new 
revenue source for the United States. The document can be found at 
http://www.opencrs.com/document/RL33619

28 Broadening the Tax Base; Ensuring our Future Prosperity; Tax Reform 
and Households Consultation document can be found at www.
taxreform.gov.hk/eng/document.htm

29 OECD, Consumption Tax Trends, VAT/GST and excise rates, trends 
and administration issues, 2005 edition, Paris, 2006, p.10.

Source: OECD
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contributions create disincentives to employment by 
increasing the costs of employing staff and generate the 
so-called ‘tax wedge’. According to the OECD’s figures, 
in 2005, single individuals without children earning the 
average wage in services and manufacturing industries 
faced a tax wedge of 51.8% of the cost of their labour 
to their employers in Germany and 50.5% in Hungary, 
compared with 17.3% in Korea, 18.2% in Mexico and 
20.5% in New Zealand. The average ‘tax wedge’ for 
OECD countries was 37.3%30. 

In light of this, some policy makers consider that a drop 
in income tax of 1% of GDP together with an increase in 
consumption taxes of 1% of GDP, would generate extra 
growth of 1% of GDP31.

Regressive nature of the tax

The main criticism levelled at consumption taxes is that 
they are regressive in nature (which is inherently contrary 
to the commonly accepted principle of higher taxation 
for higher income earners). They also have an effect on 
inflation where there is an increase in consumption taxes.
 
There are certain measures which can help to eliminate or 
mitigate the regressive nature of consumption taxes. 

These measures include allocating revenues obtained 
from consumption taxes to policies which ensure a 
certain level of welfare for lower income earners32 
and applying reduced rates to goods and services 
such as food and other basic necessities (like medical 
supplies and services) that represent the major types of 
expenditure of lower income earners. 

In addition, in order to maintain an individual’s purchasing 
capacity, an increase in VAT or consumption taxes will 
at least need to be accompanied by some reduction in 
personal income taxes, although the two types of taxes 
will not necessarily ‘offset’ as many lower paid workers 
do not pay income taxes.

On the other hand, the impact on inflation of VAT or 
consumption tax increases will generally be as a one-
off increase. Such an increase would not necessarily 
give rise to a permanent increase in future inflation rates 
where compensating policies are applied, provided it 
does not feed through into second round effects on 
wages. This could, however, be a risk for a large increase 
in VAT that is widely passed on to customers. A credible 
monetary policy regime would, however, reduce the 
risk of second round effects since trade unions and 
employees will be aware that trying to push for higher 
wages could, in addition to direct negative effects on 

employment, also cause the central bank to push up 
interest rates in response.

Managing the compliance burden 

This shift from labour and income taxes to VAT/GST 
may trigger new compliance costs for businesses which 
should not be underrated. These compliance costs 
include not only human and IT costs for producing VAT 
documentation (e.g. billing, archiving, proof of exemption 
when not charging VAT/GST to customers), but also 
the costs associated with preparing VAT accounts/VAT 
reports, and preparing and filing VAT returns.

Also errors regarding the application of the rules can 
trigger penalties, joint and several liability, interest and 
other costs for businesses and their directors. The 
latter risks and related costs vary considerably between 
different countries. 
 
For businesses a pure VAT/GST should not generate any 
impact in their profit/loss accounts and should not result 
in any double taxation. The VAT/GST should not generate 
disproportionate compliance costs or risks which require 
the input of costly management time when collecting the 
taxes on behalf of governments33, 34. 

In reality compliance costs and profit/loss account 
impacts have been growing jointly with the expansion 
of VAT/GST, as countries use VAT/GST as a tax raising 
measure on businesses, e.g. non-deductible VAT on 
expenditure such as travelling expenses. 

An in-depth analysis of VAT compliance costs in 
companies would challenge this view of VAT as being 
a ‘neutral tax’ for businesses. These compliance costs 

30 Taxing Wages, special feature, OECD 2006, document can be obtained 
in www.oecdbookshop.org.

31 A European ‘Pentathlon’, A Community growth strategy for the 
European economy, Brussels 17 February 2005, as referred to in 
I. Lejeune, QuoVATis, Where are we going with VAT/GST globally, 
PricewaterhouseCoopers, 2005

32 See in this respect e.g. Chapter 6, consultation paper from Hong-Kong 
tax Authorities, where the measures suggested include also VAT/GST 
household credits for certain lower-income earners

33 Some recent studies have been done by the University of Manchester 
business School – Prof F. Chittenden on this subject where the 
compliance cost burden varies considerably between large and small 
business. Excerpts of his studies can be found at www.mbs.ac.uk.

34 At the EU Commission’s request, PricewaterhouseCoopers performed 
a study making specific recommendations on the means of simplifying 
and modernising VAT obligations (VAT registration, submission of 
declarations, payments and refunds, and submission of recapitulative 
statements). An executive summary of the final report can be found on 
ec.europa.eu/taxation_customs/resources/documents/final_report.pdf
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and the risks for economic operators acting in good faith 
are mainly due to the lack of global ‘common’ VAT/GST 
principles on the treatment of the globalisation of the 
trade in goods and services. In addition the growing 
complexity of VAT/GST often laid down in unclear or 
‘outdated’ legislation, as well as the lack of guidance from 
the tax authorities, leads to uncertainty, thereby 
increasing compliance costs and risks.

Global common VAT/GST principles

To create legal certainty, reduce compliance costs and 
facilitate proper risk management certain measures 
should be put into place such as the adoption of global 
common VAT/GST principles, simplifying measures, better 
use of technology and also clear guidance and open 
communication between authorities and businesses.

The more advanced VAT and GST systems around the 
world have, for some time, been looking at ways in which 
to simplify compliance. The need to simplify VAT for 
cross-border business in particular is also high on the EU 
Commission’s agenda. The EU Commission is therefore 
currently proposing to introduce a raft of new measures 
including the proposal for an optional centralised EU 
VAT compliance jurisdiction for taxpayers (the so-called 
‘one-stop-shop’)35 and a reform of the VAT rules regarding 
the place of taxation of services36. 

The OECD has also pointed out the need for 
internationally accepted principles on the consumption 
tax treatment of cross-border services and intangibles to 
avoid double taxation or unintentional non-taxation37. 

Use of technology

Another way in which tax authorities are attempting to 
simplify compliance for business is through the better 
use of technology. Tax authorities across the world are 
simplifying compliance through the electronic filing 
of returns. An increasing number of taxpayers are 
availing themselves of such facilities, a trend which will 
ensure swift repayment on the investment made by tax 
authorities through improved administration efficiencies.

Electronic invoicing and archiving offers businesses the 
opportunity to reduce the cost of doing business at a 
tangible unit cost level.

Notwithstanding the OECD guidance38 and a European 
VAT Directive39, the barriers to widespread adoption of 
administrative simplifications in the area of invoicing 
have not been removed entirely. To fully reap the benefits 
offered by digitisation and to achieve adequate returns 

on investment in back-end IT systems, more effort is 
required to increase the confidence of the tax authorities 
in IT systems and to facilitate the maximum use by 
economic operators40.

Indeed, the digitisation of the VAT compliance of business 
will enhance the use of electronic auditing techniques by 
the tax authorities as laid down in OECD guidance41, thus 
reducing the cost of collecting VAT/GST.

Communication and dialogue

Last but not least, it is in the interest of tax authorities 
to communicate their vision clearly to business, and to 
have a simple and efficient communication system for 
taxpayers. Some are better at doing this than others. The 
majority of countries have an internet site which offers 
guidance to taxpayers on topical issues but the quality of 
the content and the regularity of updates on these sites 
varies from country to country. On the other hand some 
countries struggle on this front.

As an example of good practice in this area, the 
Australian Tax Office has set up an internet portal for tax 
agents in order to communicate more efficiently with the 
authorities on taxpayers’ affairs. This portal allows the 
agent access to client activity statements and account 
information whilst also providing an effective tool for 
communicating on topical tax questions. Clearly such 
tools can only contribute to the efficiency of any tax 
system, direct or indirect42.

There is of course a responsibility here on industry 
and advisers to constructively express the needs of 
business. If the views and needs of businesses are not 
communicated, there is less chance of finding the win:win 
route to efficient and effective tax policy. 

Conclusions

Consumption taxes are going global. At just over 50 years 
old, VAT/GST is an adolescent tax; just as big as the more 
mature taxes, but with a great deal still to learn.

VAT/GST specialists from industry and practice 
need to take the lead collectively through dialogue 
with governmental tax policymakers to ensure the 
implementation of win:win VAT/GST taxation models as 
the tax matures.

Indirect tax specialists also need to be at the forefront 
within companies’ tax and finance departments. 
They should ensure that businesses understand that 
consumption taxes are no longer minor taxes but are 

Section 3: How to reform 
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35 Proposal of the EU Commission of 29 October 2004, 
COM(2004)728final (http://eur-lex.europa.eu/LexUriServ/LexUriServ.
do?uri=COM:2004:0728:FIN:EN:PDF); I. Lejeune, ‘Simplifying Value-
Added Tax Obligations in the EU’, in X., Revenue Matters, A Guide 
to Achieving High Performance under Taxing Circumstances, Volume 
1; I. Lejeune, B. MESDOM, ‘New EU Proposal Aims to Simplify VAT 
Obligations’ in Tax Planning International Indirect Taxes, Volume 2, 
number 12, December 2004.

36 Proposal of the EU Commission of 20 July 2005, COM(2005)334 
amending Directive 77/388/EEC as regards the place of supply of 
services (http://eur-lex.europa.eu/LexUriServ/site/en/com/2005/
com2005_0334en01.pdf).

37 The application of Consumption Taxes to the Trade in International 
Services and Intangibles, OECD 14 July, 2004 and OECD, 
Consumption Tax Trends, VAT/GST and excise rates, trends and 
administration issues, 2006 edition, Paris, 2006. 

38 OECD Tax Guidance Series: Record Keeping, 5 May 2004 and OECD 
Tax Guidance Series: Transaction information, 5 May 2004.

39 EU Council Directive 2001/115/EC amending Directive 77/388/EEC 

with a view to simplifying, modernising and harmonising the conditions 
laid down for invoicing in respect of Value-Added Tax (required for 
implementation in Member States’ national law since 1 January 2004 
and 1 May 2004 for the at that time joining Member States: Cyprus, 
Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Czech Republic, 
Slovakia and Slovenia. As of 1 January 2007 the Directive also needs 
to be implemented in the new joining Member States Romania and 
Bulgaria. ).

40 M.Joostens, I. Lejeune, P. Breyne, D. Evrard . Global (E-)Invoicing & 
(E-) Archiving, Increasing Efficiency en Reducing Costs Including VAT/
GST rules in 41 countries worldwide. PricewaterhouseCoopers, 2006.

41 OECD Guidance for the Standard Audit File-Tax, May 2005 
and OECD Guidance on Tax Compliance for Business and 
Accounting Software, May 2005. Documents can be found at www.
oecd.org/dataoecd/51/33/34422641.pdf and www.oecd.org/
dataoecd/13/45/34910263.pdf respectively;

42 I. Lejeune, QuoVatis, Where are we going with VAT/GST globally, 
PricewaterhouseCoopers, 2005. Australian Tax Portal is on https://tap.
ato.gov.au/

important, complex and sometimes cumbersome. 
The amounts at stake, and hence the risks, are high, 
and proactive management is essential.

A VAT/GST model should meet some generally accepted 
criteria in order to achieve the key results expected 
(see Table 3.2).

In the end, there is an opportunity for the ‘perfect’ 
VAT/GST to become a win:win taxation model for 
businesses, governments and citizens, with the ability 
for governments to achieve its dual goal of obtaining 
tax revenues and facilitating economic and employment 
growth and welfare without challenging the ability 
of companies to make profits and the imposition of 
unnecessary additional compliance costs. This model can 
be achieved by clear legislation, common global VAT/GST 
principles, the better use of technology and an open and 
continued dialogue between authorities and businesses.

Table 3.2: VAT/GST model criteria

Criterion Key results for both the business community and 
the tax authorities (government)

Simplicity Easy to implement and to apply 

Efficiency Low compliance costs – high collections

Certainty Limited need for litigation – high voluntary 
compliance 

Broad-based Limited special systems and exceptions

Proportionality Taxable amount not to exceed consideration 
actually paid

Appropriate exemptions

Non-
distortionary

Neutrality in competition between the states and 
industries

Source: Chapter 1 of OECD VAT/GST Guidelines

 

Use of technology to reduce cost of 
collection

Equitable / efficient

Figure 3.4: VAT/GST systems as ‘Win:win Taxation Models’

Business Tax authorities

Total risk  
management 

Revenues
Business attraction 
and employment

Sustainable global 
profit

Source: I. Lejeune, QuoVatis, Where are we going with VAT/GST globally, PricewaterhouseCoopers, 2005
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Key actions for governments and tax authorities:

•  Consider the need for tax reform through a thorough 
assessment of the total tax contribution, which 
takes into account all taxes borne and collected by 
businesses as well as the cost of tax compliance. 

•  Increase their accountability and communicate 
clearly with businesses and taxpayers as to how 
taxes are spent.

•  Consider clear tax education campaigns to explain 
the taxes, how to pay them, and the benefits to all 
stakeholders.

•  Consider how simplification of tax legislation, 
the easing of the compliance burden, and the 
consolidation of taxes might generate benefits for 
both governments and businesses.

•  Most importantly, consult with businesses when 
developing ideas for tax changes.

Key actions for businesses:

•  Gather information on the total tax contribution 
including all taxes borne and collected, as well as the 
cost of tax compliance. PricewaterhouseCoopers LLP 
has developed a methodology and framework which 
can help with this (see Appendix 1).

•  Ensure that information around the total tax 
contribution is made accessible to governments and 
tax authorities to help inform their decisions over 
reform. 

•  Communicate the total tax contribution to the wider 
stakeholder group (including employees, investors, 
the media and society at large) to demonstrate the 
extent to which they are supporting public finances 
through taxes.

•  Engage in regular dialogue with governments and tax 
authorities over the need for reform and specific areas 
of concern.

Informing the debate and evolving the model

Appreciation of the Total Tax concept is gaining 
momentum and it is becoming more widely accepted 
as a robust measure of taxes contributed by 
companies to national treasuries. Work undertaken by 
PricewaterhouseCoopers LLP in the UK with the Hundred 
Group (membership comprises the FTSE 100 companies) 

has been positively received by all external stakeholders, 
and it can be expected that projects with similar groups 
of companies will be undertaken in other countries 
around the world.

The World Bank Doing Business in 2007 survey and the 
amendments made to align the Total Tax Rate calculation 
with the PricewaterhouseCoopers LLP Total Tax 
Contribution framework methodology represents a good 
way forward. It generates some useful tax indicators, 
which enable countries to see how their tax regimes, 
for a standard modest-sized company, compare in 175 
countries around the world. However, the development 
of a model to make such comparisons is a dynamic 
process with a constant need for improvement. It is 
expected that further adjustment will be necessary as the 
analysis continues. There is also potential to extend the 
assumptions made in the model to include more taxes. 
For example, with the ongoing debate on climate change, 
environmental taxes are ripe for inclusion in some way. 

The measures undertaken to estimate the time to comply 
with administrative requirements of tax systems are 
recognised as being somewhat subjective. It is intended 
that measures of administration and compliance will 
be further developed to be more representative of the 
effort that is required to comply with the tax legislation in 
force. Additional questions on tax administration and the 
process of tax collection will be included in future rounds 
of the survey.

Additional issues may also be worthy of consideration 
around the wider implications for society of taxes paid 
by business. Corporate responsibility has been around 
as an issue for some time in relation to the environment 
and other ethical issues, but tax is increasingly important 
in this arena and the reporting of total tax will be an 
important step forward.

The issues discussed will be further addressed as survey 
data is updated and evolves in subsequent years. In the 
meantime, the data now available is useful in informing 
the debate around business taxation globally. Knowledge 
of the Total Tax Contribution, the Total Tax Rate and 
the costs of administration and compliance are key 
components in facilitating constructive dialogue with 
governments and other stakeholders and to ensure that 
there is better information available for tax management 
internally, and for governments to take decisions on the 
basis of the full tax picture of taxes in their countries.

Section 4: The way forward
Understanding the total tax contribution
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The fact that there is usually little or no information 
on the business taxes which appear ‘above the 
line’ in the financial accounts disclosure prompted 
PricewaterhouseCoopers to design its Total Tax 
Contribution (TTC) framework (www.pwc.com/uk/ttc). 
The intention was to establish a methodology which 
would enable companies to collect and report total 
tax information in a consistent manner, meeting the 
needs of their various stakeholders and improving 
transparency. These stakeholders include governments, 
and the total tax information generated by the framework 
is proving to be something that governments want to 
hear about. It is data that they currently do not have easy 
access to, and it is data that can potentially help them 
by informing the process for determining appropriate 
future fiscal policy. It is also considered to be something 
which is helpful in facilitating a constructive dialogue 
between government and industry. So to list the drivers 
for Total Tax: 

•  It is essential to provide a broad and consistent 
framework which can be used to calculate the total 
tax contribution anywhere in the world. This facilitates 
a true and robust comparison of the tax system in 
various countries. 

•  There is a need for more transparency so that all 
relevant stakeholders, governments, employees, 
shareholders and investors, the media, and society 
at large can see the contribution companies are 
making to their local economies and help them to 
communicate their positive economic impact. 

•  Better information on all of the business taxes 
being paid, not just corporate income taxes, will 
help companies improve tax risk management and 
controls, and for governments to make better informed 
policy decisions. 

•  To promote corporate transparency and disclosure 
in all states and territories. It complements and is 
consistent with the guidelines set by the Global 
Reporting Initiative and the Extractive Industries 
Transparency Initiative, helping to achieve the same 
goals of dealing with poor governance, corruption and 
poverty.

•  To establish a good link between tax policy 
formulation, the management of taxes by industry and 
corporate responsibility. 

•  Appreciation of the TTC encourages a more balanced 
view of tax contributions. As mentioned, the 
information most readily available in the public domain 

are disclosures made in company annual accounts 
with a focus on corporate income tax and the statutory 
rates paid for this tax. 

•  As regimes are changed and reformed, a standard 
approach to the measurement of total taxes will enable 
a more thorough understanding of the issues through 
trend analysis rather than just relying on a snapshot 
of data at a particular point in time, particularly for 
multinational companies.

•  Total tax provides an ability to engage and respond to 
the needs of all of the various key stakeholders.

•  Generation of a total tax analysis gives the 
potential for reputation benefits for countries and 
companies alike. 

What are the Total Tax principles?

The challenge has been to develop a standard, 
acceptable methodology for reporting such information, 
in order to ensure that a useful calculation for 
comparisons and benchmarking in a global context can 
be made. The Paying Taxes survey, that is now published 
in The World Bank’s Doing Business in 2007 report, is 
updated so that it is aligned with the principles set out in 
the PricewaterhouseCoopers framework with regard to 
the calculation of the Total Tax Rate. 
 
What is Total Tax Contribution?

In its most comprehensive form, the 
PricewaterhouseCoopers TTC framework defines 
five areas which are required to establish a complete 
appreciation of a company’s overall economic 
contribution. These are:

•  Business taxes borne.
•  Business taxes collected.
•  Tax compliance costs.
•  Other payments to and from government.
•  Indirect economic impacts. 

There is an interesting question here as to whether 
this reporting should be for a company or group of 
companies as a whole, or by each country in which the 
company operates. Ideally the analysis is by country, to 
demonstrate the contributions made to each government 
– after all, there is no overall global government or 
tax authority.

It is also important here to emphasise that the 
framework is not an economic model. From an 

Appendix 1
PwC Total Tax Contribution framework
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economics perspective it can be argued that companies 
bear no tax and that all tax is passed through to the 
ultimate consumer. But companies are essential to 
the process of tax collection and to the economies of 
all countries around the world. The TTC framework 
enables that economic impact to be measured on a 
consistent basis. 

Of the five components, business taxes borne and 
collected have been where industry has focused most 
of its attention so far. In this respect it is important 
to note that for the purpose of calculating the Total 
Tax Rate (TTR) for a company (which is used by the 
World Bank in its report), it is only taxes borne which 
are used. Combining corporate income tax with other 
relevant business taxes is a significant step in the 
right direction. The TTR/TTC can be considered as a 
better measure of the economic contribution made in 
taxes to public finances than merely focusing on the 
corporate tax, which is often all that is disclosed in the 
annual accounts. 

Total Tax Contribution (TTC) and Total Tax Rate (TTR)

As already mentioned, there are many other 
business taxes to be considered in addition to 
corporate income taxes, and there are a several key 
issues to address in deciding how reasonably to 
calculate a TTC.

•  What is a tax? 
 
  Something that is paid to government (by businesses 

or individuals) to fund government expenditure, so 
excluding payments where there is a specific return of 
value (e.g. rents and licence fees). 

•  The need to distinguish between taxes borne and 
taxes collected. 

  What is the ultimate incidence of the taxes which 
a company pays? Are they borne by the company 
or are they passed on and borne by customers or 
employees? To determine whether a tax is borne or 
merely collected we need to distinguish between the 
taxes that affect the business, in two ways:

 -  Taxes borne, i.e. those that impact the profit 
and loss (for example, corporate profits tax and 
employer’s social security contributions).

 -  Taxes collected and paid over, i.e. those which 
do not impact on the profit and loss (for example, 
withholdings from employees’ pay).

VAT/GST is clearly a tax collected, unless any of it is 
irrecoverable, in which case that component would be 
a tax borne. A sales tax, i.e. one that is charged only at 
point of sale to the consumer, is also only a tax collected. 
So neither of these taxes – apart from the irrecoverable 
VAT/GST – impact on profits. Therefore they would not be 
included in the calculation of the TTR percentage.

  Excise duties on petrol which are used to power a 
company’s vehicles are considered to be borne by a 
company, as even if the company adjusts its prices to 
make sure it recovers the cost, it is a cost borne by the 
company and is one which appears as a cost in the 
profit and loss account. Turnover taxes, and cascade-
style sales taxes which add extra tax at each stage of 
the commercial process seem also to be taxes borne 
for the same reasons, but further consideration of 
these needs to be undertaken to ensure variations on 
this theme are fully understood. 

•  What is the point of reference for the rate calculation?
 
  In calculating corporate income tax rates, the statistic 

generated is usually calculated by comparing 
corporate tax with the profits before deducting 
corporate tax. Similarly for the TTR, it is calculated to 
reflect the fact that it is a percentage of profit before 
all business taxes. To accord with this principle, 
the numerator in this calculation includes all of the 
business taxes borne, and the denominator is the 
profit before all of these business taxes. 
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The data reported in the following tables record the 
tax that a standard modest-sized company must 
pay or withhold in a given year, as well as measures 
of the administrative burden in paying taxes. Taxes 
are measured at all levels of government and include 
the profit or corporate income tax, social security 
contributions and labour taxes paid by the employer, 
property taxes, property transfer taxes, the dividend tax, 
the capital gains tax, the financial transactions tax, waste 
collection taxes and vehicle and road taxes. 

To measure the tax paid by a standardised business 
and the complexity of a country’s tax law, a case study 
is prepared with a set of financial statements and 
assumptions about transactions made over the year. 
Tax advisers from PricewaterhouseCoopers in each 
country compute the taxes owed in their jurisdiction 
based on the standardised case facts. Information on the 
frequency of filing, audits and other costs of compliance 
is also compiled. 

To make the data comparable across countries, several 
assumptions about the business and the taxes are used.

Assumptions about the business

The business: 

•  Is a limited liability, taxable company. If there is 
more than one type of limited liability company in 
the country, the limited liability form most popular 
among domestic firms is chosen. Incorporation 
lawyers or the statistical office report the most 
popular form.

•  Started operations on January 1, 2004. At that time 
the company purchased all the assets shown in its 
balance sheet and hired all its workers.

•  Operates in the country’s most populous city.
•  Is 100% domestically owned and has five owners, all 

of whom are natural persons.
•  Has a start-up capital of 102 times income per capita 

at the end of 2004. 
•  Performs general industrial or commercial activities. 

Specifically, it produces ceramic flowerpots and sells 
them at retail. It does not participate in foreign trade 
(no import or export) and does not handle products 
subject to a special tax regime, for example, alcohol 
or tobacco.

•  Owns two plots of land, one building, machinery, 
office equipment, computers and one truck and leases 
another truck.

•  Does not qualify for investment incentives or any 
special benefits apart from those related to the age or 
size of the company. 

•  Has 60 employees - four managers, eight assistants 
and 48 workers. All are nationals, and one of the 
managers is also an owner.

•  Has a turnover of 1,050 times income per capita.
•  Makes a loss in the first year of operation.
•  Has the same gross margin (pre-tax) across all 

economies.
•  Distributes 50% of its profits as dividends to the 

owners at the end of the second year.
•  Sells one of its plots of land at a profit during the 

second year.
•  Is subject to a series of detailed assumptions on 

expenses and transactions to further standardise 
the case.

Assumptions about the taxes

•  All the taxes paid or withheld in the second year of 
operation are recorded. A tax is considered distinct 
if it has a different name or is collected by a different 
agency. Taxes with the same name and agency, but 
charged at different rates depending on the business, 
are counted as the same tax. 

•  The number of times the company pays or 
withholds taxes in a year is the number of different 
taxes multiplied by the frequency of payment (or 
withholding) for each tax. The frequency of payment 
includes advance payments (or withholding) as well as 
regular payments (or withholding). 

Tax payments

The tax payments indicator reflects the total number 
of taxes paid, the method of payment, the frequency 
of payment and the number of agencies involved 
for this standardised case during the second year of 
operation. It includes payments made by the company 
on consumption taxes, such as sales tax or value added 
tax. These taxes are traditionally withheld on behalf of the 
consumer. The number of payments takes into account 
electronic filing. Where full electronic filing is allowed, the 
tax is counted as paid once a year even if the payment is 
more frequent. 

Time to comply

Time is recorded in hours per year. The indicator 
measures the time to prepare, file and pay (or withhold) 
three major types of taxes: the corporate income tax, 
value added or sales tax and labour taxes, including 
payroll taxes and social security contributions. 
Preparation time includes the time to collect all 
information necessary to compute the tax payable. 

Appendix 2
Data notes and tables
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If separate accounting books must be kept for tax 
purposes – or separate calculations must be made for 
tax purposes – the time associated with these processes 
is included. Filing time includes the time to complete all 
necessary tax forms and make all necessary calculations. 
Payment time is the hours needed to make the payment 
online or at the tax office. When taxes are paid in person, 
the time includes delays while waiting.

Total tax rate

The total tax rate measures the amount of taxes payable 
by the business in the second year of operation, 
expressed as a share of commercial profits. The 
indicators in this publication report tax rates for fiscal 
year 2005. The total amount of taxes is the sum of all the 
different taxes payable after accounting for deductions 
and exemptions. The taxes withheld (such as sales 
tax or value added tax) but not paid by the company 
are excluded. The taxes included can be divided into 
five categories: profit or corporate income tax, social 
security contributions and other Labour taxes paid by the 
employer, property taxes, turnover taxes and other small 

taxes (such as municipal fees and vehicle and fuel taxes). 
Commercial profits are defined as sales minus cost of 
goods sold, minus gross salaries, minus administrative 
expenses, minus other deductible expenses, minus 
deductible provisions, plus capital gains (from the 
property sale) minus interest expense, plus interest 
income and minus commercial depreciation. To 
compute the commercial depreciation, a straight-
line depreciation method is applied with the following 
rates: 0% for the land, 5% for the building, 10% for the 
machinery, 33% for the computers, 20% for the office 
equipment, 20% for the truck and 10% for business 
development expenses. 

The methodology is consistent with the 
Total Tax Contribution framework applied by 
PricewaterhouseCoopers.

The methodology was developed in cooperation with 
PricewaterhouseCoopers and in ‘Tax Burdens around the 
World,’ an ongoing research project by Simeon Djankov, 
Caralee McLiesh, Rita Ramalho and Andrei Shleifer.

Appendix 2
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Tax Payments (number per year)

Economy Total tax 
payments

Corporate 
income tax 
payments

Labour tax 
payments

Other tax 
payments

Afghanistan 2 1 0 1

Albania 42 13 12 17

Algeria 61 4 25 32

Angola 42 4 12 26

Antigua and 
Barbuda

44 13 24 7

Argentina 34 1 1 32

Armenia 50 13 12 25

Australia 11 1 3 7

Austria 20 1 4 15

Azerbaijan 36 4 12 20

Bangladesh 17 2 0 15

Belarus 125 24 36 65

Belgium 10 1 2 7

Belize 40 12 12 16

Benin 72 5 24 43

Bhutan 19 2 12 5

Bolivia 41 13 12 16

Bosnia and 
Herzegovina

73 12 36 25

Botswana 24 11 0 13

Brazil 23 2 2 19

Bulgaria 27 4 12 11

Tax Payments (number per year)

Economy Total tax 
payments

Corporate 
income tax 
payments

Labour tax 
payments

Other tax 
payments

Burkina Faso 45 4 16 25

Burundi 40 1 24 15

Cambodia 27 12 0 15

Cameroon 39 13 12 14

Canada 10 2 3 5

Cape Verde 49 4 13 32

Central African 
Republic

54 4 24 26

Chad 65 12 36 17

Chile 10 1 1 8

China 44 5 12 30

Colombia 68 2 48 18

Comoros 20 2 0 18

Congo, Dem. 
Rep.

34 3 16 15

Congo, Rep. 94 5 37 52

Costa Rica 41 4 12 25

Côte d’Ivoire 71 3 24 44

Croatia 39 1 24 14

Czech 
Republic

14 1 4 9

Denmark 18 1 2 15

Djibouti 36 6 12 18

Dominica 30 1 12 17
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Tax Payments (number per year)

Economy Total tax 
payments

Corporate 
income tax 
payments

Labour tax 
payments

Other tax 
payments

Dominican 
Republic

87 12 48 27

Ecuador 8 2 1 5

Egypt 41 1 12 28

El Salvador 66 13 36 17

Equatorial 
Guinea

48 2 25 21

Eritrea 18 2 0 16

Estonia 11 1 1 9

Ethiopia 20 2 0 18

Fiji 34 5 14 15

Finland 19 13 2 4

France 33 1 24 8

Gabon 27 2 12 13

Gambia 47 4 25 18

Georgia 35 4 12 19

Germany 32 15 3 14

Ghana 35 9 12 14

Greece 33 1 12 20

Grenada 30 1 12 17

Guatemala 50 5 12 33

Guinea 55 2 36 17

Guinea-Bissau 47 5 12 30

Tax Payments (number per year)

Economy Total tax 
payments

Corporate 
income tax 
payments

Labour tax 
payments

Other tax 
payments

Guyana 45 2 12 31

Haiti 53 2 36 15

Honduras 48 5 13 30

Hong Kong, 
China

4 1 1 2

Hungary 24 1 8 15

Iceland 18 1 1 16

India 59 4 24 31

Indonesia 52 2 24 26

Iran 28 1 12 15

Iraq 13 1 12 0

Ireland 8 1 1 6

Israel 33 2 12 19

Italy 15 2 1 12

Jamaica 72 4 48 20

Japan 15 3 2 10

Jordan 26 2 12 12

Kazakhstan 34 12 4 18

Kenya 17 1 3 13

Kiribati 16 4 12 0

Korea 27 1 15 11

Kuwait 14 2 12 0
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Tax Payments (number per year)

Economy Total tax 
payments

Corporate 
income tax 
payments

Labour tax 
payments

Other tax 
payments

Kyrgyz 
Republic

89 12 30 47

Lao PDR 31 4 12 15

Latvia 8 1 2 5

Lebanon 33 2 12 19

Lesotho 21 5 0 16

Lithuania 13 1 2 10

Macedonia, 
FYR

54 12 24 18

Madagascar 25 2 8 15

Malawi 29 2 12 15

Malaysia 35 2 24 9

Maldives 1 0 0 1

Mali 60 3 36 21

Marshall 
Islands

20 0 16 4

Mauritania 61 3 24 34

Mauritius 7 1 1 5

Mexico 49 12 18 19

Micronesia 9 0 4 5

Moldova 44 4 28 12

Mongolia 42 13 12 17

Montenegro 75 12 48 15

Morocco 28 1 12 15

Mozambique 36 7 12 17

Namibia 34 2 12 20

Nepal 35 6 12 17

Tax Payments (number per year)

Tax Payments (number per year)

Economy Total tax 
payments

Corporate 
income tax 
payments

Labour tax 
payments

Other tax 
payments

Netherlands 22 1 12 9

New Zealand 9 1 2 6

Nicaragua 64 14 24 26

Niger 44 3 13 28

Nigeria 35 3 14 18

Norway 3 1 1 1

Oman 14 1 12 1

Pakistan 47 5 25 17

Palau 18 0 12 6

Panama 59 1 24 34

Papua New 
Guinea

44 1 13 30

Paraguay 33 5 12 16

Peru 53 12 24 17

Philippines 59 1 36 22

Poland 43 12 3 28

Portugal 7 2 1 4

Puerto Rico 17 1 12 4

Romania 89 4 60 25

Russia 70 12 36 22

Rwanda 43 2 24 17

Samoa 36 5 24 7

São Tomé and 
Principe

42 1 12 29

Saudi Arabia 14 1 12 1

Senegal 59 3 36 20
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Tax Payments (number per year)

Economy Total tax 
payments

Corporate 
income tax 
payments

Labour tax 
payments

Other tax 
payments

Serbia 41 12 12 17

Seychelles 15 1 12 2

Sierra Leone 20 5 12 3

Singapore 16 1 12 3

Slovak 
Republic

30 1 12 17

Slovenia 34 1 24 9

Solomon 
Islands

33 5 12 16

South Africa 23 2 4 17

Spain 7 1 1 5

Sri Lanka 61 5 24 32

St. Kitts and 
Nevis

23 4 12 7

St. Lucia 16 1 12 3

St. Vincent 
and the 
Grenadines

21 4 12 5

Sudan 66 2 36 28

Suriname 17 4 0 13

Swaziland 34 2 13 19

Sweden 5 1 2 2

Switzerland 13 2 4 7

Syria 21 2 12 7

Taiwan,     
China

15 2 2 11

Tajikistan 55 12 12 31

Tanzania 48 5 24 19

Thailand 46 3 13 30

Tax Payments (number per year)

Economy Total tax 
payments

Corporate 
income tax 
payments

Labour tax 
payments

Other tax 
payments

Timor-Leste 15 1 0 14

Togo 51 4 24 23

Tonga 22 1 0 21

Trinidad and 
Tobago

28 4 12 12

Tunisia 45 1 6 38

Turkey 18 2 2 14

Uganda 31 3 12 16

Ukraine 98 5 60 33

United Arab 
Emirates

15 0 12 3

United 
Kingdom

7 1 1 5

United States 10 2 3 5

Uruguay 41 1 12 28

Uzbekistan 130 24 12 94

Vanuatu 32 0 12 20

Venezuela 68 1 40 27

Vietnam 32 6 12 14

West Bank 
and Gaza

50 1 36 13

Yemen 32 1 12 19

Zambia 36 4 13 19

Zimbabwe 59 4 26 29
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Time to comply (hours per year)

Economy Total Corporate 
income 

tax

Labour 
tax

Consumption tax

Afghanistan 275 155 120 0

Albania 240 120 96 24

Algeria 504 120 192 192

Angola 272 80 96 96

Antigua and 
Barbuda

528 48 480 0

Argentina 615 135 240 240

Armenia 1,120 160 480 480

Australia 107 35 18 54

Austria 272 80 96 96

Azerbaijan 1,000 250 150 600

Bangladesh 400 160 0 240

Belarus 1,188 960 180 48

Belgium 160 24 40 96

Belize 108 36 36 36

Benin 270 30 120 120

Bhutan 274 250 24 0

Bolivia 1,080 120 480 480

Bosnia and 
Herzegovina

100 25 40 35

Botswana 140 40 40 60

Brazil 2,600 736 491 1,374

Bulgaria 616 40 288 288

Burkina Faso 270 30 120 120

Burundi 140 80 48 12

Time to comply (hours per year)

Time to comply (hours per year)

Economy Total Corporate 
income 

tax

Labour 
tax

Consumption tax

Cambodia 121 25 36 60

Cameroon 1,300 500 600 200

Canada 119 47 36 36

Cape Verde 100 16 36 48

Central African 
Republic

504 24 240 240

Chad 122 50 36 36

Chile 432 48 192 192

China 872 200 288 384

Colombia 456 104 200 152

Comoros 100 4 48 48

Congo, Dem. 
Rep.

312 120 96 96

Congo, Rep. 576 288 96 192

Costa Rica 402 18 192 192

Côte d’Ivoire 270 30 120 120

Croatia 196 60 96 40

Czech 
Republic

930 150 420 360

Denmark 135 25 70 40

Djibouti 114 30 36 48

Dominica 65 5 36 24

Dominican 
Republic

178 20 86 72

Ecuador 600 60 300 240

Egypt 536 56 192 288

El Salvador 224 32 96 96
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Time to comply (hours per year)

Economy Total Corporate 
income 

tax

Labour 
tax

Consumption tax

Equatorial 
Guinea

212 80 96 36

Eritrea 216 24 96 96

Estonia 104 20 36 48

Ethiopia 212 164 24 24

Fiji 145 25 60 60

Finland 264 16 200 48

France 128 24 80 24

Gabon 272 80 96 96

Gambia 376 40 96 240

Georgia 423 144 67 212

Germany 105 30 35 40

Ghana 304 16 96 192

Greece 204 12 48 144

Grenada 140 8 96 36

Guatemala 294 44 144 106

Guinea 416 32 192 192

Guinea-Bissau 208 160 24 24

Guyana 288 48 48 192

Haiti 160 40 72 48

Honduras 424 40 192 192

Hong Kong, 
China

80 50 30 0

Hungary 304 16 192 96

Iceland 140 40 60 40

Time to comply (hours per year)

Time to comply (hours per year)

Economy Total Corporate 
income 

tax

Labour 
tax

Consumption tax

India 264 40 96 128

Indonesia 576 176 200 200

Iran 292 16 240 36

Iraq 312 24 288 0

Ireland 76 10 36 30

Israel 225 105 60 60

Italy 360 24 320 16

Jamaica 414 30 336 48

Japan 350 175 140 35

Jordan 101 5 60 36

Kazakhstan 156 60 64 32

Kenya 432 60 72 300

Kiribati 120 24 96 0

Korea 290 120 120 50

Kuwait 118 70 48 0

Kyrgyz 
Republic

204 60 72 72

Lao PDR 180 36 72 72

Latvia 320 32 192 96

Lebanon 208 80 64 64

Lesotho 352 16 144 192

Lithuania 162 28 76 58

Macedonia, 
FYR

96 30 36 30

Madagascar 304 16 96 192
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Time to comply (hours per year)

Economy Total Corporate 
income 

tax

Labour 
tax

Consumption tax

Malawi 878 350 240 288

Malaysia 190 50 116 24

Maldives 0 0 0 0

Mali 270 30 120 120

Marshall 
Islands

128 32 96 0

Mauritania 696 120 96 480

Mauritius 158 10 100 48

Mexico 552 264 96 192

Micronesia 128 32 96 0

Moldova 250 100 100 50

Mongolia 204 60 72 72

Montenegro 208 16 96 96

Morocco 468 70 48 350

Mozambique 230 50 60 120

Namibia . . . .

Nepal 408 120 96 192

Netherlands 250 40 150 60

New Zealand 70 25 30 15

Nicaragua 240 80 80 80

Niger 270 30 120 120

Nigeria 1,120 480 480 160

Norway 87 24 15 48

Oman 52 40 12 0

Time to comply (hours per year)

Economy Total Corporate 
income 

tax

Labour 
tax

Consumption tax

Pakistan 560 40 40 480

Palau 128 32 96 0

Panama 560 80 192 288

Papua New 
Guinea

198 150 6 42

Paraguay 328 40 144 144

Peru 424 40 192 192

Philippines 94 16 14 64

Poland 175 50 100 25

Portugal 328 40 192 96

Puerto Rico 140 80 60 0

Romania 198 42 96 60

Russia 256 64 96 96

Rwanda 168 24 48 96

Samoa 224 80 96 48

São Tomé and 
Principe

424 40 192 192

Saudi Arabia 75 15 60 0

Senegal 696 120 96 480

Serbia 168 48 60 60

Seychelles 76 40 36 0

Sierra Leone 399 15 192 192

Singapore 30 10 10 10

Slovak 
Republic

344 80 120 144

Slovenia 272 80 96 96

Time to comply (hours per year)
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Time to comply (hours per year)

Economy Total Corporate 
income 

tax

Labour 
tax

Consumption tax

Solomon 
Islands

80 8 30 42

South Africa 350 150 150 50

Spain 602 26 288 288

Sri Lanka 256 16 96 144

St. Kitts and 
Nevis

368 48 320 0

St. Lucia 41 5 36 0

St. Vincent 
and the 
Grenadines

208 16 192 0

Sudan 180 70 70 40

Suriname 199 127 24 48

Swaziland 104 8 48 48

Sweden 122 50 36 36

Switzerland 68 20 40 8

Syria 336 300 36 0

Taiwan, China 1,104 240 480 384

Tajikistan 224 80 48 96

Tanzania 248 56 96 96

Thailand 104 32 36 36

Timor-Leste 640 480 160 0

Togo 270 30 120 120

Tonga 164 8 12 144

Trinidad and 
Tobago

114 30 60 24

Tunisia 268 136 36 96

Time to comply (hours per year)

Economy Total Corporate 
income 

tax

Labour 
tax

Consumption tax

Turkey 254 50 84 120

Uganda 237 45 96 96

Ukraine 2,185 425 800 960

United Arab 
Emirates

12 0 12 0

United 
Kingdom

105 35 45 25

United States 325 200 100 25

Uruguay 300 100 100 100

Uzbekistan 152 32 48 72

Vanuatu 120 0 24 96

Venezuela 864 120 360 384

Vietnam 1,050 350 400 300

West Bank 
and Gaza

154 10 96 48

Yemen 248 56 72 120

Zambia 132 48 24 60

Zimbabwe 216 50 96 70

For the countries with no corporate 
income tax we used the major business 
tax for obtaining a time estimate

For the countries with no 
Labour taxes paid by employer 

only the personal income 
tax was included in the time 

measure
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Tax rate (% of commercial profits)

Economy Total tax rate
Corporate 
income 

tax
Labour tax

Other 
taxes Statutory corporate income tax rate

Afghanistan 36.3% 0.0% 0.0% 36.3% 20%

Albania 55.8% 16.1% 35.6% 4.0% 23%

Algeria 76.4% 9.9% 29.6% 36.9% 30%

Angola 64.4% 19.2% 9.3% 35.8% 35%

Antigua and Barbuda 48.5% 31.1% 9.8% 7.6% 30%

Argentina 116.8% 10.7% 30.2% 75.9% 35%

Armenia 42.5% 18.7% 22.6% 1.2% 20%

Australia 52.2% 27.1% 23.5% 1.6% 30%

Austria 56.1% 16.2% 36.3% 3.5% 25%

Azerbaijan 44.9% 16.9% 25.5% 2.4% 24%

Bangladesh 40.3% 29.2% 0.0% 11.1% 37.5%

Belarus 186.1% 4.2% 45.3% 136.5% 24% on profits before taxes (corporate income tax) + 4% on 
profits after taxes (transport duty)

Belgium 70.1% 11.7% 57.3% 1.1% 34%

Belize 31.7% 22.0% 6.8% 3.0% 25% on profits or 1.75% on turnover (whichever is higher)

Benin 68.5% 19.7% 33.6% 15.3% 38%

Bhutan 43.0% 35.5% 1.3% 6.3% 30%

Bolivia 80.3% 62.7% 15.9% 1.7% 25% on profits or 3% on turnover (whichever is higher)

Bosnia and Herzegovina 50.4% 26.2% 17.7% 6.5% 30%

Botswana 53.3% 10.9% 0.0% 42.4% 5% (corporate income tax) +10% (ACT)

Brazil 71.7% 22.4% 42.1% 7.2% 15%+10% (surcharge applies on annual taxable income 
exceeding R$ 240 thousand) +9% (CSLL)

Bulgaria 40.7% 7.4% 31.4% 1.9% 15%

Burkina Faso 51.1% 19.8% 23.2% 8.2% 35%

Burundi 286.7% 18.2% 8.0% 260.5% 35%

Cambodia 22.3% 19.6% 0.0% 2.7% 20% on profits or 1% on turnover (whichever is higher)

Cameroon 46.2% 22.1% 18.8% 5.3% 38.5% on profits or 1.1% on turnover (whichever is higher)

Canada 43.0% 20.3% 12.9% 9.8% 13.12% on 1st $250k, 22.12% on remaining income +14% 
(provincial tax)
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Tax rate (% of commercial profits)

Economy Total tax rate
Corporate 
income 

tax
Labour tax

Other 
taxes Statutory corporate income tax rate

Cape Verde 54.4% 22.8% 17.7% 13.9% 30.6% on profits before tax + 2% on profit tax

Central African Republic 209.5% 181.7% 8.3% 19.4% 30% on profits or 10% on turnover (whichever is higher)

Chad 68.2% 32.2% 24.6% 11.5% 40% on profits or 1.5% on turnover (whichever is higher)

Chile 26.3% 18.4% 3.9% 4.0% 17%

China 77.1% 17.7% 51.0% 8.3% 33%

Colombia 82.8% 25.2% 31.7% 25.9% 38.5%

Comoros 47.5% 22.8% 0.0% 24.8% 30% (different rates depending on income)

Congo, Dem. Rep. 235.4% 0.0% 7.0% 228.4% 40%

Congo, Rep. 57.3% 22.8% 34.1% 0.5% 38%

Costa Rica 83.0% 10.0% 30.1% 42.8% 30%

Côte d’Ivoire 45.7% 13.6% 20.6% 11.4% 35% on profits or 5% on turnover (whichever is higher)

Croatia 37.1% 15.4% 20.3% 1.3% 20%

Czech Republic 49.0% 0.0% 40.6% 8.4% 26%

Denmark 31.5% 27.4% 2.2% 2.0% 28%

Djibouti 41.7% 18.7% 18.2% 4.8% 25% on profits or 1% on turnover (whichever is higher)

Dominica 34.8% 26.4% 8.1% 0.3% 30%

Dominican Republic 67.9% 48.0% 16.4% 3.5% 25%

Ecuador 34.9% 19.3% 14.1% 1.6% 25%

Egypt 50.4% 12.9% 28.9% 8.6% 20%

El Salvador 27.4% 15.0% 11.6% 0.9% 25%

Equatorial Guinea 62.4% 17.5% 26.1% 18.8% 35%

Eritrea 86.3% 7.8% 0.0% 78.5% 30% (corporate income tax) + 4% (municipal tax)

Estonia 50.2% 9.6% 39.7% 0.9% 24/76 on distributed dividends

Ethiopia 32.8% 27.2% 0.0% 5.6% 15%

Fiji 40.1% 29.4% 10.4% 0.3% 31%

Finland 47.9% 17.1% 29.6% 1.2% 26%

France 68.2% 8.6% 54.9% 4.7% 34.9%
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Tax rate (% of commercial profits)

Economy Total tax rate
Corporate 
income 

tax
Labour tax

Other 
taxes Statutory corporate income tax rate

Gabon 48.3% 25.0% 23.3% 0.0% 35%

Gambia 291.4% 36.3% 13.3% 241.7% 35% on profits or 2% on turnover (whichever is higher)

Georgia 37.8% 12.4% 23.2% 2.2% 20%

Germany 57.1% 24.7% 22.3% 10.1% 25% (corporate income tax) + 14% to 20% (trade tax) both 
on profit before tax + 5.5% on corporate income tax

Ghana 32.3% 17.5% 14.5% 0.3% 28% (corporate income tax) + 1.5% (national 
reconstruction levy)

Greece 60.2% 21.4% 36.2% 2.6% 32%

Grenada 42.8% 24.6% 5.8% 12.4% 30%

Guatemala 40.9% 2.7% 14.7% 23.4% 31% on profits or 5% on turnover (whichever is lower)

Guinea 49.4% 22.7% 16.7% 10.1% 35% (corporate income tax) + 3% (minimum forfaitaire tax)

Guinea-Bissau 47.5% 15.5% 25.5% 6.5% 25%

Guyana 44.2% 26.0% 9.0% 9.1% 35%

Haiti 40.5% 23.5% 12.8% 4.3% 30%

Honduras 51.4% 17.7% 11.0% 22.7% 25% + 5% (solidarity tax)

Hong Kong, China 28.8% 23.0% 5.4% 0.4% 17.5%

Hungary 59.3% 7.8% 42.9% 8.6% 16%

Iceland 27.9% 8.5% 13.7% 5.6% 18%

India 81.1% 14.3% 19.4% 47.4% 33.7%

Indonesia 37.2% 25.2% 11.3% 0.6% 10-30%

Iran 46.4% 16.7% 26.7% 3.1% 25%

Iraq 38.7% 9.4% 29.2% 0.0% 15%

Ireland 25.8% 12.4% 12.5% 0.9% 12.5%

Israel 39.1% 30.8% 6.9% 1.4% 34%

Italy 76.0% 26.9% 48.2% 1.0% 33% on profits before tax + 4.25% on profits before tax 
plus wages and interest

Jamaica 52.3% 28.5% 13.3% 10.5% 33.3%

Japan 52.8% 33.4% 14.4% 5.0% 30% (Corporate income tax) + 7.56% (Enterprise tax) 
both on profit before tax + 6.21% on profit before tax plus 

530,000 Yen (Inhabitants tax)

Tax rate (% of commercial profits)
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Tax rate (% of commercial profits)

Economy Total tax rate
Corporate 
income 

tax
Labour tax

Other 
taxes Statutory corporate income tax rate

Jordan 31.9% 15.3% 12.8% 3.9% 15%

Kazakhstan 45.0% 21.2% 21.1% 2.7% 30%

Kenya 74.2% 15.5% 7.6% 51.0% 30%

Kiribati 34.4% 25.7% 8.7% 0.0% 20-35%

Korea 30.9% 14.2% 12.6% 4.1% 14.3%, 27.5%

Kuwait 55.7% 44.7% 11.0% 0.0% 0 to 57% (Corporate income tax) + 2.5% (KFAS) 

Kyrgyz Republic 67.4% 3.6% 27.2% 36.5% 20%

Lao PDR 32.5% 26.7% 5.8% 0.0% 35%

Latvia 42.6% 9.1% 28.0% 5.5% 15%

Lebanon 37.3% 11.9% 24.9% 0.5% 15%

Lesotho 25.6% 21.8% 0.0% 3.8% 53.84% on dividends (ACT) + 15% on profits before tax (if 
above ACT)

Lithuania 48.4% 5.9% 36.2% 6.3% 15%

Macedonia, FYR 43.5% 11.5% 30.0% 2.0% 15%

Madagascar 43.2% 20.7% 20.5% 2.0% 30% on profits or 0.5% on turnover (whichever is higher)

Malawi 32.6% 31.5% 1.2% 0.0% 30%

Malaysia 35.2% 17.7% 15.8% 1.6% 20% on first RM500,000 and 28% on the balance

Maldives 9.3% 0.0% 0.0% 9.3%  

Mali 50.0% 12.0% 31.2% 6.9% 35%

Marshall Islands 66.6% 0.0% 12.2% 54.4%  

Mauritania 104.3% 72.7% 18.1% 13.5% 25% on profits or 4% on turnover (whichever is higher)

Mauritius 24.8% 12.4% 4.6% 7.9% 15%

Mexico 37.1% 5.3% 30.2% 1.6% 30%

Micronesia 61.3% 0.0% 7.0% 54.4%  

Moldova 48.8% 12.3% 33.8% 2.8% 18%

Mongolia 32.2% 7.8% 23.2% 1.2% 15% and 30%

Montenegro 33.9% 7.1% 19.8% 7.0% 9%

Tax rate (% of commercial profits)
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Tax rate (% of commercial profits)

Economy Total tax rate
Corporate 
income 

tax
Labour tax

Other 
taxes Statutory corporate income tax rate

Morocco 52.7% 30.3% 20.5% 1.9% 35%

Mozambique 39.2% 32.2% 4.6% 2.4% 32%

Namibia 25.6% 16.4% 0.0% 9.2% 35%

Nepal 32.8% 19.7% 11.6% 1.5% 20% (corporate income tax) +1.5% (special duty)

Netherlands 48.1% 26.6% 17.8% 3.7% 31.5%

New Zealand 36.5% 32.0% 2.0% 2.5% 33%

Nicaragua 66.4% 27.0% 19.7% 19.7% 30%

Niger 46.0% 14.5% 20.1% 11.4% 35%

Nigeria 31.4% 20.4% 10.1% 0.8% 30% (corporate income tax) + 2% (education tax)

Norway 46.1% 29.8% 16.3% 0.0% 28%

Oman 20.2% 8.8% 11.3% 0.1% 12%

Pakistan 43.4% 27.0% 14.6% 1.8% 37%

Palau 74.6% 0.0% 6.8% 67.8%  

Panama 52.4% 18.2% 21.5% 12.6% 30%

Papua New Guinea 44.3% 22.1% 11.2% 10.9% 30%

Paraguay 43.2% 20.1% 16.6% 6.6% 20%

Peru 40.8% 26.4% 12.5% 2.0% 30%

Philippines 53.0% 22.7% 10.6% 19.7% 32.5%

Poland 38.4% 11.5% 25.0% 1.8% 19%

Portugal 47.0% 17.8% 27.5% 1.7% 27.5% on profits before tax + 10% on corporate income tax 
(municipal tax)

Puerto Rico 40.9% 9.5% 8.9% 22.5% 19%

Romania 48.9% 9.3% 38.6% 1.1% 16%

Russia 54.2% 12.7% 35.9% 5.5% 24%

Rwanda 41.1% 22.6% 5.8% 12.6% 35%

Samoa 22.1% 15.1% 7.0% 0.0% 29%

São Tomé and Principe 55.2% 40.1% 7.0% 8.2% 30-45%

Saudi Arabia 14.9% 2.1% 12.8% 0.0% 2.5%
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Tax rate (% of commercial profits)

Economy Total tax rate
Corporate 
income 

tax
Labour tax

Other 
taxes Statutory corporate income tax rate

Senegal 47.7% 14.9% 24.8% 8.1% 25%

Serbia 38.9% 14.2% 20.8% 3.9% 10%

Seychelles 48.8% 22.9% 25.4% 0.5% 0% to 40%

Sierra Leone 277.0% 0.0% 11.6% 265.4% 30%

Singapore 28.8% 12.0% 14.8% 2.0% 20%

Slovak Republic 48.9% 7.7% 40.8% 0.4% 19%

Slovenia 39.4% 15.6% 19.3% 4.5% 25%

Solomon Islands 33.6% 21.9% 8.7% 3.0% 30%

South Africa 38.3% 25.0% 2.3% 11.0% 29%

Spain 59.1% 23.6% 34.9% 0.7% 35%

Sri Lanka 74.9% 36.8% 17.4% 20.8% 32.5% (corporate income tax) + 0.25% (social 
responsibility levy)

St. Kitts and Nevis 52.7% 32.3% 11.6% 8.8% 35%

St. Lucia 31.5% 24.1% 5.8% 1.6% 30%

St. Vincent and the 
Grenadines

33.6% 26.1% 4.1% 3.5% 30%

Sudan 37.1% 7.6% 29.0% 0.6% 10%

Suriname 27.8% 27.8% 0.0% 0.0% 36%

Swaziland 39.5% 29.4% 5.8% 4.4% 30%

Sweden 57.0% 18.5% 38.0% 0.6% 28%

Switzerland 24.9% 9.9% 11.5% 3.5% 21.3%

Syria 35.5% 14.8% 19.8% 0.8% 10-23% on profits before tax + 4% on corporate income tax 
(municipal duties)

Taiwan, China 35.8% 21.7% 10.6% 3.6% 25%

Tajikistan 87.0% 18.2% 29.0% 39.9% 25% on profits or 1% on turnover (whichever is higher)

Tanzania 45.0% 20.5% 18.6% 6.0% 30%

Thailand 40.2% 29.2% 6.0% 5.0% 30% (corporate income tax) + 3.3% (business specific tax)

Timor-Leste 59.2% 40.6% 0.0% 18.5% 10-30%

Togo 48.3% 12.7% 29.1% 6.5% 37%



49 Tax rate (% of commercial profits)

Tax rate (% of commercial profits)

Economy Total tax rate
Corporate 
income 

tax
Labour tax

Other 
taxes Statutory corporate income tax rate

Tonga 56.2% 54.3% 0.0% 1.9% 15, 30%

Trinidad and Tobago 37.2% 23.2% 6.5% 7.5% 30%

Tunisia 58.8% 11.1% 25.3% 22.5% 35%

Turkey 46.3% 17.8% 25.0% 3.4% 30%

Uganda 32.2% 17.8% 11.6% 2.9% 30%

Ukraine 60.3% 13.5% 45.4% 1.4% 25%

United Arab Emirates 15.0% 0.0% 14.5% 0.5%  

United Kingdom 35.4% 20.5% 10.5% 4.4% 30%

United States 46.0% 26.6% 10.0% 9.4% 34% (federal tax) + 7.5% (NY state tax) + 8.85% 
(NY city tax)

Uruguay 27.6% 17.6% 7.2% 2.9% 30%

Uzbekistan 122.3% 1.3% 35.9% 85.0% 15% on profit before tax + 8% on profit after tax 
(infrastructure development tax)

Vanuatu 14.4% 0.0% 4.6% 9.8%  

Venezuela 51.9% 15.2% 18.2% 18.6% 34% (progressive scale)

Vietnam 41.6% 21.6% 19.7% 0.2% 28%

West Bank and Gaza 31.5% 15.9% 15.1% 0.5% 16%

Yemen 48.0% 30.0% 10.4% 7.6% 35%

Zambia 22.2% 7.4% 12.3% 2.5% 35%

Zimbabwe 37.0% 21.8% 4.8% 10.4% 30.9%

A missing value in this column means that the 
country does not have a tax on profits
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51 Caveats and disclaimers

The Total Tax Rate included in the survey by 
The World Bank has been calculated using the 
broad principles of the PricewaterhouseCoopers 
methodology. The application of these principles 
by the World Bank has not been verified, validated 
or audited by PricewaterhouseCoopers. Therefore, 
PricewaterhouseCoopers cannot make any 
representations or warranties with regard to the accuracy 
of the information generated by the World Bank’s models. 

The World Bank’s tax ranking indicator includes 
two components in addition to the Total Tax Rate. 
These estimate compliance costs by looking at 
hours spent on tax work and the number of tax 
payments made in a tax year. These calculations 
do not follow any PricewaterhouseCoopers 
methodology but do attempt to provide data which is 
consistent with the tax compliance cost aspect of the 
PricewaterhouseCoopers framework.

Caveats and disclaimers

This volume is a product of the staff of the World Bank 
Group. The findings, interpretations, and conclusions 
expressed in this volume do not necessarily reflect the 
views of the Executive Directors of The World Bank or 
the governments they represent. The World Bank Group 
does not guarantee the accuracy of the data included in 
this work.

Rights and Permissions
The material in this publication is copyrighted. Copying 
and/or transmitting portions or all of this work without 
permission may be a violation of applicable law. The 
World Bank Group encourages dissemination of its work 
and will normally grant permission to reproduce portions 
of the work promptly.

For permission to photocopy or reprint any part of this 
work, please send a request with complete information 
to the Copyright Clearance Center Inc., 222 Rosewood 
Drive, Danvers, MA 01923, USA; telephone: 978-750-
8400; fax: 978-750-4470; Internet: www.copyright.com. 

All other queries on rights and licenses, including 
subsidiary rights, should be addressed to the Office 
of the Publisher, The World Bank, 1818 H Street NW, 
Washington, DC 20433, USA; fax: 202-522-2422; e-mail: 
pubrights@worldbank.org.

Additional copies of the Doing Business report series may 
be purchased at www.doingbusiness.org. 

The firms of the PricewaterhouseCoopers global network 
(www.pwc.com) provide industry-focused assurance, tax 
and advisory services to build public trust and enhance 
value for clients and their stakeholders.  More than 
140,000 people in 149 countries across our network 
share their thinking, experience and solutions to develop 
fresh perspectives and practical advice.  

© 2006 PricewaterhouseCoopers. All rights reserved. 
‘PricewaterhouseCoopers’ refers to the network of 
member firms of PricewaterhouseCoopers International 
Limited, each of which is a separate and independent 
legal entity. Ref 2006BHM21803.
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