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AI – Artificial Intelligence: the emulation of human intelligence through computer
software (e.g. machine learning).
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BEPS – Base Erosion and Profit Shifting: OECD term referring to tax avoidance strategies
employed by multinational enterprises and the regulations used to combat them.
CCCTB – Common Consolidated Corporate Tax Base: EU framework laying out
a common set of rules about the taxation of business operations within the union.
CIT – Corporate Income Tax: government levy imposed on profits earned by
corporations.
Country-by-country reporting – OECD reporting format requiring multinational
enterprises to report on their operations in all the jurisdictions in which they do business.
E-audit – Electronic audit. Computing technology that assists in audits of accounting
records stored in a digital format.
E-assessment – Electronic assessment. Calculation of tax liability by tax authorities
using digital analysis of documentation.
EU Definitive VAT Regime - A system by which all countries in the union operate as
a single member state on VAT.
GAAP – Generally Accepted Accounting Principles: a set of commonly accepted
practices of accounting, comprising policy regulations as well as ‘norms’ developed
over time.
GDP – Gross Domestic Product: the sum of the value of all the goods and services
produced within a particular time frame (usually a year), most commonly used at
a national level.
Goods & Services Tax – A tax levied on most goods and services sold for domestic use.
Similar to VAT.
IFRS – International Financial Reporting Standards: a set of global standards issued
by the IFRS Foundation and International Standards Board.
IMF – International Monetary Fund: global organisation comprising 189 member states,
which aims to foster international monetary cooperation.
OECD – Organisation for Economic Co-operation and Development: organisation
consisting of 36 member states, which aims to promote and stimulate global trade.
Personal Income Tax – A tax imposed on an individual’s income. It can be a flat rate
for all income levels or can increase proportionally with income.
SAF-T – Standard Audit File for Tax: international format for the exchange
of accounting data.
Transfer Pricing File – Record of business transactions with third parties.
VAT – Value-added tax: indirect levy imposed on goods and services.
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INTRODUCTION

Our Global Business Complexity
Index 2019* reveals that all
jurisdictions** are competing to
attract multinational investment.
Smaller jurisdictions are making
great efforts to appeal to potential
investors while large, established
economies are trying to prevent
companies being lured away
by rivals.

Across the globe, jurisdictions are trying
to achieve two major accounting and
tax objectives.
• Improving their reputation on the
world stage by
- aligning with rigorous international
standards
- forming or joining trading blocs
- improving transparency and openness
• Being easy to operate in
- jurisdictions are eager to showcase
fast, efficient processes and simple,
easy-to-understand tax legislation
In accounting and tax, these objectives
are influenced by four key trends:
1. Digitisation
2. Harmonisation
3. C
 hanging relationships between
authorities and businesses
4. Evolving tax policy

The TMF Group Global Business Complexity Index
2019 identifies the most – and least – challenging
jurisdictions around the world. This helps company
leaders to assess possibilities for expansion,
understand potential risks and determine what local
expert support they need.

*

We use ‘jurisdiction’ to mean an area governed
by a set of laws. A country can include several
jurisdictions which, from a business point of view,
are separate. For example, Curaçao is part of the
Kingdom of the Netherlands but it is an entirely
separate jurisdiction to the Netherlands.

**
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DIGITISATION
AMERICAS

Jurisdictions around the world are turning
to technology to improve efficiency and
transparency. Digitisation can enable
faster and more accurate processing and
reporting, reduce revenue leakages, ensure
greater transparency and make business
operations more efficient.
The introduction of e-filing means that tax
returns (e.g. CIT, VAT) can be submitted
electronically, with supporting information
and reports. E-matching processes
allow data from various sources to be
electronically assigned to tax payers by
tax authorities, while e-audit processes
deliver more efficient data analysis –
reducing fraud, error and mis-reporting.

Use of digital channels is increasing
everywhere but there is significant regional
variation. In EMEA, it is compulsory to
submit tax invoices electronically in only
28% of jurisdictions but in APAC it is
compulsory in 46% of jurisdictions. In the
Americas, where large markets including
Argentina and Brazil are leading the
charge in electronic tax invoicing, it is
a requirement in 67% of jurisdictions.

APAC

EMEA

Juris dict ions t ha t do not require t a x invoices
t o be is s ued in a n elect ronic forma t

68%

57%

42%

Electronic tax requirements are often
used as a tool to combat tax evasion. In
many cases, economies which experience
significant problems with tax declaration
and collection have been swift to adopt
such measures.

However, digitisation is not a silver bullet.
It can pose challenges, especially when
new systems are implemented too fast
and launched before they are ready. In
Indonesia, for example, the Online Single
Submission (OSS) reporting system, which
aims to incorporate multiple elements of
tax reporting into a single portal, has had
significant teething troubles. The system
has been tweaked continually whilst in
operation, so its capabilities have changed
unexpectedly from day to day.
In some jurisdictions, resistance to
change can make introducing new
technology difficult. Japan, for example,
is a highly traditional market which values
paper-based transactions, so it is not
a digital trailblazer.

Our analysis points to three likely
developments:
• The volume of returns will be reduced.
In Poland, for example, VAT returns will
be replaced with SAF-T – an international
format for the exchange of accounting
data.
• E-assessment (for tax payments and
transactions) and E-audits (computerassisted audits using electronic records)
will be widely adopted.
• Data will drive digital development.
Spanish and Australian tax authorities
have started using AI and virtual
assistants to help answer tax questions;
India and Canada have implemented
methods to pre-populate their Goods &
Services Tax and Personal Income Tax
forms respectively; China has announced
its intention to use blockchain
technology for tax invoicing.
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HARMONISATION
GLOBAL

Globally, many jurisdictions are making
moves to align with international standards
and practices as they strive to achieve
greater openness, transparency and
consistency.

Our research reveals that most
jurisdictions have already implemented
internationally-driven legislation. This
trend toward harmonisation will continue
in accounting and tax.

Pe rc en t a g e o f j u r i s d i c t i o n s wh er e it is co m p u lso r y to m ain tain tr an sf er
p ric in g f i l e s wh e n t r a n s a c t i o n s with r elated p ar ties ar e in cu r r ed

AMERICAS

APAC

EMEA

However, in just over half the jurisdictions we surveyed,
it is still the norm to use local GAAP (Generally Accepted
Accounting Practices), while only 28% of jurisdictions use
IFRS (International Financial Reporting Standards). Yet, in
many instances, GAAPs are very similar to IFRS.

Percent a ge of j uris dict ions w here IFRS
is ma inly us ed t o ma int a in loca l a ccount s

83%
91%
79%

57%

21%

13%

79%

Pe rc en t a g e o f j u r i s d i c t i o n s wh er e
c o u n t r y - by - c o u n t r y r e p o r t i n g i s r eq u ir ed

74%
92%

Percent a ge of j uris dict ions w here bus ines s es ca n ma ke
t a x payment s from a foreign ba nk a ccount

74%

43%

22%

83%
50%

Pe rc en t a g e o f j u r i s d i c t i o n s wh er e O EC D BE PS ( Base Er o sio n an d Pr o f it Sh if tin g )
re g u la t i o n s h ave b e e n i mp l e me nted

The EU recently launched two broad
initiatives to promote harmonisation:

77%

• The EU Definitive VAT Regime –
a system by which all countries in the
union operate as a single member state.

86%
81%
65%

• CCCTB (Common Consolidated
Corporate Tax Base) – a framework
which lays down common rules for
computing the tax base of multinational
companies within the EU.

Many jurisdictions are seeking to
balance two, sometimes conflicting,
goals. They aim to align their tax rates
with international standards, so that
companies perceive them as welldeveloped, attractive economies.
However, they also want to appeal
to investors by offering competitive
tax rates and incentives.
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AUTHORITIES
AND BUSINESSES
As jurisdictions seek to attract multinational companies
by creating business-friendly environments, tax authorities
countries where auditing is
adjust the rules that govern business operations.
Filing,
compulsory
for all businesses
penalties and audits are key tools used to boost efficiency
and promote transparency.

Juris dict ions in w hich a udit ing
is compuls or y for a ll bus ines s es

BO LIV IA

C YPR U S

EL S ALVADO R

HO NG KO NG

INDIA

IS R AEL

LU X EMBO U R G

MAL AYS IA

MALTA

PHILIPPINES

Q ATAR

T HAIL AND

U KR AINE

The audit issue
—

Rigorous auditing of tax filings can increase the administrative
burden for businesses. However, if the rules are clear and the process
is smooth, audits can be effective in improving transparency without
deterring multinational investment.

Audits are compulsory for all businesses in only 17% of
jurisdictions. This rises to 36% in APAC where many jurisdictions,
such as Thailand, are trying to stamp out corruption and fraud.
In the UAE, companies must be audited before they can register
for VAT. However, as this tax was only recently introduced, the
unfamiliar requirements of the audit process have created shortterm challenges for many businesses, leading to cases of incorrect
filing and errors that have resulted in fines. In the long term, audits
should create greater transparency and drive investment.
Conversely, in the Americas, 25% of jurisdictions do not enforce
audits for businesses of any size. However, multinationals with
global commitments and operations often choose to audit in every
country they operate in.

07

THE GBCI 2019 - ACCOUNTING AND TAX REPORT

AUTHORITIES
AND BUSINESSES
Enforcement of long-term suspensions is
more common in EMEA and the Americas
than in APAC. In Peru, for example, a
company can face severe penalties and
fines for incorrect submission of taxes and
the directors of the company are legally
responsible.

Penalty risk
—

Regardless of their approach to auditing,
most jurisdictions enforce strict penalties
on companies that do not comply with
tax regulations.

Pe n a l t i e s f o r n o n - c o mp l i a n c e
w ith t a x r e g u l a t i o n s :

Percentage of
jurisdictions that
may impose long - term
licence suspension

Percentage of
jurisdictions that
may impose long - term
prevention from doing
fur ther business

Percentage of
jurisdictions that impose
significant fines for
non- compliance

Percentage of
jurisdictions that may
impose long - term suspension
of business activities

83%

33%

28%

24%

46%

33%

30%

35%

32%

25%

7%

GLOBAL

AMERICAS

EMEA

APAC

7%

7%

In 67% of jurisdictions, companies are
not allowed to extend the deadline for tax
and statutory filings. However, one third
of jurisdictions operate a more flexible
system. In Switzerland, companies are
granted extensions if they prove they
are otherwise compliant. In the UK,
companies can extend tax filings and alter
their account reference dates during their
first year of operation.

It is rare for a jurisdiction to give
a company a second chance: in all
jurisdictions, except the UAE, businesses
can voluntarily correct a submitted tax
return or payment, but 67% of jurisdictions
will impose a fine for any mistakes. This
rises to 86% in the Americas and falls to
69% in APAC and 55% in EMEA.

Live reporting
—

Looking ahead, the requirement to audit
local accounts is likely to fade away as live
reporting systems, which communicate
transactions to tax authorities in real time
or near real time, are introduced.
Tax authorities will use data provided
by companies to identify reporting
errors and provide better guidance to
businesses. However, if more guidance is
provided, the penalties for non-compliance
may become harsher.
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TAX POLICIES

We see many jurisdictions adjusting
taxation to raise additional revenue,
‘nudge’ societal behaviours or create
alignment with international norms.
However, introducing and implementing
new tax legislation is not always a simple
process, especially in geographically large
jurisdictions. In Argentina, for example,
different types of tax are managed at
different levels of government. Taxes
on profit are levied by the municipalities
and form a significant proportion of their
income, whereas corporation tax and VAT
are dealt with at the national level.

Adding value
—

VAT was introduced for the first time in
France in 1950. Today, 167 countries
around the globe apply the levy. Several
of the remaining countries, including
Qatar and Bahrain, are in the process of
introducing it.
By its nature, VAT is a flexible tool that
contributes to higher revenue intakes and
enables governments to regulate annual
budgets and influence economic growth.
This is evidenced in numerous OECD, IMF
and domestic Central Bank financial and
economic reports which indicate that the
introduction of new VAT regimes and the
fluctuation of rates within existing regimes
can lead to significant increases in tax-toGDP ratios.

Taxes for health and the environment
—

New taxes designed to tackle social and
environmental problems are becoming
widespread. Some jurisdictions are levying
taxes on harmful products such as sugary
drinks, while environmental tax reforms
are increasingly being introduced – for
example, fuel is taxed for its carbon
content and tax incentives are used
to encourage the purchase and use
of cleaner vehicles.

Fighting tax fraud
—

Combating tax fraud is the responsibility
of tax authorities which seek to reduce
revenue losses and punish disreputable
companies. Strategies include:
• Increasing reporting obligations for
tax payers. Detailed reporting allows
authorities to gather more information
on companies operating within their
jurisdiction and gives them a better
chance of uncovering crimes – which
helps to dissuade businesses from
committing fraud.

Disruptive technology
—

Tax legislation has not kept up with
technological innovation and there is
ongoing debate about the taxation of
new processes and products such as
digital services and cryptocurrencies.
There is no consensus on the latter, partly
because there isn’t a common view on its
classification – it is considered property
in Australia and the US, private money
in Germany, and foreign currency in
Switzerland.

• Testing alternative VAT collection
mechanisms. VAT is vulnerable to
fraud because companies declare
their own bills. Some jurisdictions are
developing innovative approaches that
free companies from having to declare
VAT on all transactions. In the UK, the
proposed Split Payment system would
require one party in the transaction chain
to pay VAT on a sale directly to the tax
authorities and pay only the balance
to the vendor. The Czech Republic will
introduce the Generalised Reverse
Charge Mechanism (GRCM) on domestic
sales, so that VAT will no longer be
charged on business-to-business
transactions above a certain value.
Instead, purchasers will be responsible
for VAT accounts in their own tax returns.

Environmental tax initiatives

• Enlisting digital platforms to collect
VAT on online sales. Currently, only
sellers are liable for payment of VAT
on online sales in most jurisdictions.
In future, reforms to the EU's VAT
regulations will make online platforms
and sellers jointly liable.

Environmental taxes apply to all companies doing
business in France. Companies which fail to comply will
receive fines from the Ministry of Environment.

In 2002, Ireland introduced a €0.15 levy on plastic bags
at the point of sale, increasing to €0.22 in 2007. The
initiative aimed to reduce plastic pollution, particularly in
the countryside and along coastlines. In 2001, discarded
plastic bags comprised 5% of total litter pollution. That
figure had dropped to 0.13% by 2015. The levy also
generated revenue of €200 million over a 12-year period,
which was used to finance environmental projects.

In Japan, taxes on fuel, energy and automobiles are
designed to support environmental objectives.

In the EU, Norway and Switzerland, “eco taxes” are used
to fund the disposal of electrical and electronic waste
produced by households and industry.
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LOOKING AHEAD

METHODOLOGY

Our research indicates that managing accounting and tax will continue to be a balancing
act as jurisdictions strive towards alignment with international standards and greater
transparency, while boosting efficiency and simplifying processes. As we’ve seen
throughout the report, these dual goals often trigger changes in the ways that companies
and tax authorities interact, encompassing types of taxation, methods of administration
and attitudes towards auditing. Businesses need to keep on top of current and impending
changes in the jurisdictions they operate in, although there is reason to hope that
international standardisation will slow the pace of change and make this easier in the
coming years.

The Global Business Complexity Index was compiled using research
conducted among TMF Group’s specialists in 76 jurisdictions. We
measure ‘complexity’ in terms of how complicated and unpredictable
a business environment is – and how difficult it is to understand and
operate in.
An in-depth survey explored three areas:
1. Accounting and tax
2. Rules, regulations and penalties
3. Human resources
The data for each jurisdiction were statistically weighted and combined
to produce an overall complexity score and ranked index.

Worldwide, we see small steps towards the standardisation
of tax and accounting principles. However, based on past
experience of supranational legislation, whatever the extent
of convergence, the reality for businesses is that they will still
need to navigate different regulations in different countries.
Understanding local business environments should be a top
priority for any multinational. The depth of cross-border
variances impacts not only the cost of business operations
but determines which systems and processes to implement
and the types of professional skillsets needed.
Despite the current trend towards harmonisation, the
goal of global conformity will not be achieved quickly. Until then,
local tax and accounting practices will continue to influence
business decisions and operating models.
—
Emine Constantin,
Global Head of Accounting and Tax,
TMF Group.

Follow-up interviews were conducted with specialists from the ten highest
and ten lowest ranking jurisdictions, exploring their business environments and
investigating scores in greater detail. Experts were asked to score the complexity
of several issues on a scale of 1 to 10, with 10 being the most complex.
We calculated mean scores on the same scale.

TMF GROUP –
LOCALISING THE
GLOBAL WORLD
TMF Group helps its clients operate internationally, ensuring they are properly set up
to do business in any country, fully compliant with local and international regulations.
Our work includes helping companies of all sizes with business services such as HR
and payroll, accounting and tax, corporate secretarial, global governance, administration
and fiduciary services for capital markets activities, private equity and real estate
investments. We offer consultancy services to extend our clients’ capabilities and help
companies deal with the complexities arising from growth and expansion.
In today’s environment, increasing business complexity means that a one-size-fits-all
approach doesn’t work, while the penalties for getting it wrong are becoming heavier.
Operating in over 80 jurisdictions, we provide 15,000 clients with on-the-ground
compliance and administration services so they can venture further, faster and more
safely. We keep things running seamlessly, enabling them to focus on the bigger picture.
Our people localise the global world to help businesses succeed, which in turn helps
communities prosper. We believe the only way to be ‘global’ is to put local first, which
is what our team of 7,800 in-country experts do for businesses of all sizes, every day.
Find out more about TMF Group:
contact@tmf-group.com
tmf-group.com/complexity2019
tmf-group.com/accountingandtax2019
—
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