






section 3 – Total Tax Contribution and the wider impact of tax

In certain industries tax can have a material 
impact on the overall business strategy 
of a company. 

In particular changes to fiscal policy can have 
an impact on how a company does business, 
and though often dependent on the structure 
of that company. With the ever increasing 
changes to the tax environment we believe 
there is value in being transparent as to if and 
how these changes impact the wider 
business. Disclosure of this information can 
help investors gain a deeper understanding 
of the environment in which a company 
does business.

Detail as to how tax impacts the wider business strategy 
and results of the company

7

There is a significant variance in the disclosure 
between different industries facing ongoing 
material issues with tax, such as tobacco,
alcoholic beverages and the extractive 
industries. We found some companies used 
the opportunity to provide a general 
commentary on the tax environment and how 
it affected their operations while others used 
the annual report as a lobbying tool for what 
they perceived to be disadvantageous tax 
rules or proposals.

Examples illustrating how tax can impact the 
overall business strategy are detailed below.

29 Tax Transparency Framework

Source 3	Aegon NV – Annual Report 2007 – Page 74
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Source 3 TNT NV – Annual Report 2007 – Page 119

Source 3 Rank Group plc – Annual Report and Financial Statements 2007 – Pages 7-8

Source 3 CNP SA / NPM NV – Annual Report 2007 – Page 10
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In our discussions with external stakeholders, 
their key test of a company’s overall reporting 
strategy is a logical and consistent approach 
in their communication. Not surprisingly 
investors stated the key measure they were 
concerned with is shareholder value. 

Disclosure of the impact of tax on shareholder value8

This is a developing area – very few 
companies considered went beyond linking 
tax to earnings per share. We would be 
interested in views as to whether this is seen 
as a worthwhile area of communication.

Below are some examples of how companies 
have discussed the impact of tax on 
shareholder value. 

Tax Transparency Framework

Source 3	Friends Provident plc – Annual Report & Accounts 2006 – Page 35
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We believe there should be better 
understanding of the impact of the tax paid 
by a business.

There are regular calls from campaign groups 
and non-governmental organisations for 
companies to pay a ‘fair’ amount in tax, which 
reflects the lack of clarity as to what taxes a 
company actually does pay across the 
business. 

Companies do pay many other business taxes 
beyond corporate income tax but, in many 
cases, the only information in the public 
domain is that disclosed in a company’s 
financial statements within its annual report. 
This communication often does not go 
beyond a corporate income tax charge in 
detail and neglects to mention the varied 
other types of business tax the company 
pays.

There are certain industries where reporting 
on the wider impact of taxes is significantly 
more advanced. The UK Government’s 
Extractive Industries Transparency Initiative 
(EITI) is a voluntary agreement within the 
extractive industries, to encourage disclosure 
including the economic impact of their 
operations. This has been adopted by 
companies in a number of countries and this 
economic impact includes the taxes (in all 
forms) paid by the company in the country (or 
geographic area) in question. 

Clear communication of the economic contribution 
of all taxes paid by the company

9

The corporate supporters of EITI have broadly 
agreed to disclose the quantum of the taxes 
they pay and where those taxes make an 
economic contribution. The current level of 
compliance by the adherents to the EITI with 
the issued guidelines varies, with not all 
signatories yet fully meeting the requirements. 
However, the additional information, even if it 
does not meet the full EITI standard, has been 
welcomed. 

There is clearly a link to the wider 
development of the sustainability agenda and 
pressure on companies to recognise their 
responsibility to the communities in which 
they operate. We believe this pressure will 
result in an increase in the rate of change in 
this area and this appears to be the most 
widely accepted area of the framework 
outside the communication of tax 
performance. Interestingly we have seen the 
best examples provided not in the formal 
annual report but included in corporate 
responsibility reporting.

There was good communication in this area 
across all three countries with a variance 
between reports in how this message was 
passed on. Some companies used PwC's 
Total Tax Contribution framework to report on 
all business taxes paid and collected. Other 
communications, particularly those within the 
beverages sector, used a measure of value 
added to report on their contribution to 
government.

On the following pages are several examples 
of how companies are disclosing their Total 
Tax Contribution and its wider economic 
impact.

Tax Transparency Framework
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Source 3 Colruyt SA/NV – Annual Report 2007/2008 – Page 16
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1/ 3 348.6 million GBP at a conversion rate of 1.48 = 4 955.93 euro.

Tax Transparency Framework

Source 3 Umicore SA/NV – Report to Shareholders and Society 2007 – Page 9

Source 3 Inbev SA/NV – A report of InBev’s Social, Economic and Environmental performance, 2007 – Page 4
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Source 3 Anglo American plc – Report to Society 2007 – Pages 20-21
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Source 3 Diageo plc – Corporate Citizenship Report 2007 – Page 27
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As the previous chapters show, tax is getting more 
attention from various stakeholders. We believe the 
current financial crisis will increase the demand for 
information. Why? Governments are putting billions of 
euros in the financial markets to keep the system in 
place. Tax payers and pressure groups are starting to 
ask questions in the media. This will bring the question 
of what the Total Tax Contribution of companies is to 
the forefront. Of course, this question can only be 
answered by companies if they have a transparent and 
coherent way of communicating about tax. 
Communicating about tax, the Tax Transparency 
Framework, is therefore an important part of managing 
the tax function within an organisation. The increasing 
demand for transparency has an effect on how internal 
departments of the organisation have to deal with tax.
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Strategic

At the core of this are strategic issues. 
This incorporates the vision and mission 
concerning tax. In other words: the tax 
strategy of an organisation. The organisation 
has to set its fiscal objectives. The scope 
needs to be set, responsibilities need to be 
clear, and objectives need to be drawn up. 
This is phase one of the Tax Control 
Framework methodology and concerns the 
tax strategy and risk management questions 
in the Tax Transparency Framework. Setting 
a clear strategy therefore is both important for 
internal and external stakeholders.

Operational

Step two is the implementation of the 
strategy. This is the actual design of measures 
to assure that the organisation can manage 

and control tax processes. To develop this 
within an organisation, a wide range of 
specialties need to be involved; tax, process 
management, business management, 
accounting and reporting and communication. 
In this phase, the actual Tax Control 
Framework is designed. Several issues need 
to be addressed. Among these are tax 
organisation, tax risk management, 
tax planning, tax accounting, tax reporting 
and communication. 

This is where the Total Tax Contribution 
Framework fits in. The organisation needs to 
be well equipped to generate data regarding all 
of the taxes it faces. This is not only important 
to communicate to external stakeholders, it is 
also important for management purposes 
and is therefore an integral part of the strategic 
and operational part.

Assurance
Internal audit/Corporate control

Readiness
Test and evaluation

PHASE 2 PHASE 3 PHASE 4

Implementation
Blueprint and rollout pilot (optional)

PHASE 1

Awareness
Understanding and preparing

How does the Tax Transparency framework link to tax function effectiveness
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Execution

The final step is execution. The focus in this 
step is on compliance and reporting. 
Transparency is important in this phase. 
Accurate reporting with correct and complete 
information is essential for stakeholders 
concerned. Tax data is the resultant of tax 
policy based on tax strategy. The properly 
functioning Tax Control Framework therefore 
needs to be in order to produce correct data 
and comply with rules and regulations. 
The Tax Transparency Framework fits in with 
the reporting part. When the operational and 
execution parts are in order, the external tax 
communication has to be executed to 
complete the process. The organisation has 
to communicate its tax strategy, the numbers 
and the economic contribution of taxes paid 
in order to fulfil stakeholder needs.

Therefore, the Tax Transparency Framework is 
an essential part of a properly functioning Tax 
Control Framework, which, in turn, is needed 
for an effective tax function. 

Future outlook

In our view companies should refocus their 
tax strategies and bring them in line not only 
with expectations of shareholders but also 
with demands of other stakeholders. A 
financial crisis like we are in now will shift 
expectations. A society that sees that rescue 
operations by Governments are funded with 
tax money understands that these funds 
cannot be allocated to, for example, 
healthcare, education or security. The public 
will insist sooner rather than later that 
companies show what their contribution to 
society is. Companies will need to show what 
their Total Tax Contribution is. We believe this 
trend will be increased by political pressure 
groups on Governments. We believe that, 
under political pressure, the systems of 
checks and balances around Corporate 
Governance and the controls on how 
companies meet their legal and regulatory 
obligations, including fiscal, will change. 

In the OECD meeting of January 2008 (Cape 
Town Communiqué), emphasis was on 
enhanced relationship (horizontal monitoring). 
Enhanced relationship is a relationship 
between tax authorities and taxpayers that is 
based on mutual trust, understanding and 
transparency. In short, companies voluntarily 
disclose (actual) potential tax risks to the tax 
authorities. In return, the tax authorities give 
upfront assurance (proactively) on the 
companies’ tax position. Some countries have 
tested enhanced relationship.

The Netherlands is a good example of this. 
After several successful pilots, enhanced 
relationship is being extended from large and 
mid sized organisations to smaller companies. 
One important condition to enter into an 
enhanced relationship with a company is that 
it is willing to put a Tax Control Framework in 
place. As the Tax Control Framework is part 
of the internal control system and has the 
objective to control a business’s entire set of 
tax processes, the Tax Control Framework 
has an important role in building up and 
strengthening trust. As the Dutch State 
Secretary of Finance puts it:

As the OECD believes enhanced relationship 
will more and more become the international 
standard, the importance of introducing a Tax 
Control Framework does not only come from 
inside the organisation. The outside pressure to 
develop and implement a Tax Control 
Framework will be felt by more and more 
companies.

Total Tax Contribution, Tax Transparency 
Framework and Tax Control Framework are all 
part of the execution of a company’s tax 
strategy.

I would also like to emphasise that the main
basic premise is that enforcement covenants
are concluded with businesses whose Tax Control 
Frameworks are solid, shaped by IFRS standards 
and the United States Sarbanes-Oxley Act.*” 

How does the Tax Transparency framework link to tax function effectiveness

*	 Letter dated 9 June 2006 to the Chair of the Dutch Senate of the States General
	 from the State Secretary of Finance, No DGB06-3312.

“
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Appendix

The PricewaterhouseCoopers Total Tax 
Contribution Framework (TTC) has been 
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, and 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, and so helping inform 

the process of policy formation and facilitating 
a more constructive conversation with 
business as part of this process.

The TTC framework is used by PwC with 
groups of companies around the world to 
generate empirical data on the total tax 
contribution of those companies. This data 
has so far included not only the Total Tax Rate 
(the burden of all taxes borne by a particular 
business) but also the absolute figures for 
taxes borne and collected, the total tax 
contribution as a percentage of turnover, 

Appendix I

The PricewaterhouseCoopers Total Tax 
Contribution: an outline

PricewaterhouseCoopers



appendix41 Tax Transparency Framework

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 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*:

TTC as a % of turnover
Australia	 3	17.5 %
Belgium	 3	18.9 %
Canada	 3	22.3 %
Netherlands	 3	23.4 %
South Africa	 3	16.8 %
United Kingdom	 3	17.9 %

In addition to running Total Tax Contribution 
surveys with cross industry groups of 
companies PricewaterhouseCoopers is 
increasingly focussing 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 
for example, surveys have been conducted 
with the insurance industry and the oil and 
gas sector, and the firm hopes to release 
some results of a global survey of the mining 
industry. The total amount of a company’s 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.

*	 TTC to turnover is an average per company for the companies 
	 in the survey in each country and will be influenced 
	 by the industry mix of companies participating.

PricewaterhouseCoopers
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Total Tax Contribution
PricewaterhouseCoopers and the Federation

of Enterprises in Belgium − 2007 Survey

Published March 2008

Total Tax Contribution
PricewaterhouseCoopers LLP 2007

survey for The Hundred Group

Published February 2008

What is your company’s Total Tax Contribution?
Australian 2007 survey results

Published April 2008

Appendix I I

Total Tax Contribution – PwC publications

PricewaterhouseCoopers



appendix43 Tax Transparency Framework

Total Tax Contribution
How much do large South African 

companies really pay?

Published September 2008

Tax Transparency Framework
A review of the tax communications

of the UK’s largest listed companies

Published November 2007

Total Tax Contribution
Canada’s tax regime: complexity 

and competitiveness

Published May 2008

Paying Taxes 2009
The global picture

Published jointly with the World Bank Group

Published November 2008
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Susan Symons

Tel: +44 (0)20 7804 6744 – Email: susan.symons@uk.pwc.com

Susan Symons is a Senior Client Tax Partner and has led the 

development of the PwC Total Tax Contribution Framework to 

enable companies to report on their contribution in business taxes. 

Susan is one of PwC’s most experienced partners and works with 

the Hundred Group to collate and publish data on their total tax 

contribution. Prior to joining PwC she spent 16 years with the Inland 

Revenue. 

Frank Dierckx

Tel: +32 (0)2 710 43 24 – Email: frank.dierckx@be.pwc.com

Frank is the Managing Partner of the PwC Tax and Legal services 

department in Belgium. He obtained a law degree at the Free 

University of Brussels and an LLM in Business and Taxation 

at the McGeorge School of Law in Sacramento – USA. He has 

worked and lived in the Netherlands, the USA, Luxemburg and 

Belgium. He writes numerous articles and regularly speaks at 

seminars on taxation. Frank specialises in International Taxation.

Eelco van der Enden

Tel: +31 (0)20 5681784 – Email: eelco.van.der.enden@nl.pwc.com

Eelco van der Enden is a Tax Partner at PricewaterhouseCoopers 

Netherlands for Tax Management & Accounting Services 

and focuses on Tax Function Effectiveness. He is also lecturer 

at Nyenrode Business University Centre for Tax Management 

and Tax Assurance. Eelco has worked for a number of companies 

in various capacities as non-executive CFO, Head of Tax, Treasury 

and Risk Management. 
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PwC contact details
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