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1. Executive summary

1.1 Introduction and background

HM Revenue and Customs (HMRC) has developed a new strategic approach for mid-size business
customers, with the aim of providing a more effective and targeted service to improve customer service,
and through this, engagement. This research explores mid-size businesses’ customer experience of
HMRC, measures general perceptions of HMRC and tax administration, and assesses the impact of
operational and policy changes. The research was mixed method: a quantitative survey!® provided robust
measures, while qualitative research explored issues arising in the survey and looked in more depth at
areas of particular interest.

1.2 Customer experience

Half (51%) of mid-size businesses rated their overall experience of dealing with HMRC over the past 12
months positively. However, there were a number of differences by type of business:

B Mid-size businesses that had only used digital channels were more likely to be positive about their
overall experience than those that had used both digital and non-digital channels of contact (68%
compared with 46%). Businesses with significantly more employees were less likely to be positive
about their overall experience (34% of those with 250+ employees).

B It is worth noting that businesses that only use digital channels were more likely to have fewer
employees than those that use both digital and non-digital channels. However, even when controlling
for the number of employees, digital only channel users were more likely to be positive than those
that used digital and non-digital channel.

The most important driver of a good customer experience for mid-size businesses was HMRC getting the
tax transaction right - 56% rated HMRC positively on this dimension. Other important dimensions were

how good HMRC was perceived to be in resolving queries or issues (50% positive) and the acceptability

of time taken to reach the end result (42% positive).

1.3 Health of the tax administration service

There is widespread agreement among mid-size businesses that HMRC treated them fairly (74%), and as
honest (82%), but not that HMRC minimises the cost, time and effort it takes to deal with tax affairs
(37%). Overall, over half (56%) found it easy to deal with their tax affairs. Notably, 73% of digital-only
users reported that it was easy to deal with their tax affairs, compared to 52% of those that used both
digital and non-digital channels. A good customer experience tends to enhance businesses’ views of the
tax administration service.

1.4 Reputation of HMRC

Mid-size businesses were asked about their perceptions of HMRC, in terms of their broader views of
HMRC as an organisation. Fewer than half (46%) of mid-size businesses expressed confidence in the way
HMRC does its job. Notably, businesses that reported positive views of how HMRC administers the tax
system were also more likely to express confidence in the way HMRC does its job.

! Throughout percentages may not add to exactly 100% due to rounding, and unless otherwise stated, all differences
reported are significant to the 95% confidence level. Ratings of customer experience and general perceptions were
asked on a five point scale, with 4 and 5 referred to as ‘positive’, 3 as ‘neutral’ and 1 and 2 as ‘negative’. Please refer
to Section 2.4 for further information on the analysis and reporting of the survey findings.
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1.5 Compliance

Mid-size businesses were asked about their perceptions of and attitudes towards tax avoidance among
businesses similar to theirs. Two thirds (66%) thought that tax avoidance was not very, or not at all,
widespread among businesses similar to theirs. Most reported that tax avoidance was always
unacceptable (46%), or mostly unacceptable depending on the circumstances (31%). Furthermore, 56%
thought those businesses that avoid tax will be challenged, and over three-quarters that HMRC is dealing
more firmly (37%) or as firmly (41%) with tax avoidance than a few years ago.

There is no direct link between a good customer experience and positive views towards compliance,
however, there is a link between lack of confidence in HMRC and less positive views towards compliance.

1.6 Mid-size businesses and growth

A quarter (25%) of businesses reported some form of growth in the last 12 months. Most commonly this
was an increase in turnover (11%), or an increase in the number of employees (9%). Businesses with
significantly more employees were more likely to have reported growth.

Most businesses (85%) were planning some growth activity in the next few years. Most often this was to
upskill their workforce (71%), their leadership capability (63%) or in an area relating to trade? (60%).

HMRC were usually not perceived to be a facilitator of, or a barrier to, growth. The UK and global
economic climate, and new leadership within the business, are often seen as facilitators by mid-size
businesses. Barriers are wide-ranging, but include difficulties in recruiting a skilled workforce, competition
and financial regulations.

Generally, businesses that had experienced growth over the previous 12 months did not seek support.
When they did so, this was most likely to be from a tax agent or professional advisor, and not from
Government sources.

1.7 Policy changes

B Of the recent policy changes that were asked about, awareness of reduction in Corporation Tax (CT)
was highest (52% had heard of this and knew something about it, and 24% had heard of it but knew
nothing further).

B A third (33%) knew something about the increase in the rates of Research and Development (R&D)
tax credits, with a further 16% having heard about this but not knowing anything further. Similar
levels of awareness were reported for the increase in Annual Investment Allowance (AIA).

B Businesses had most often heard about these changes through their regular tax advisor (47%).

Awareness of the three recent changes to VAT measured in the survey was low, although higher among
businesses with an annual turnover of more than £100 million. The qualitative discussions suggested that
low awareness was mainly due to businesses seeing the changes as not relevant to them.

2 This relates to where businesses reported planning to expand into new markets, develop and launch new
products/services and/or start trading internationally.
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2. Introduction and background

2.1 Context

Research commissioned by HMRC in Autumn 20123 produced insights into distinct characteristics and
behaviours of mid-size businesses, and highlighted the significant contribution they make to the UK
economy, not least in terms of their growth potential. These insights led HMRC to recognise mid-size
businesses as a distinct customer group in order to better respond to the specific needs of businesses
within this population. Consequently HMRC developed a new business model* for mid-size business
customers, with the aim of providing a more effective and targeted service to improve customer
engagement.

The mid-size business unit became operational in April 2014, and covers approximately 140,000 active
businesses. HMRC currently defines mid-size businesses as those with CT or Income Tax Self-Assessment
turnover above £10 million; and/or more than 20 employees. There are additional criteria assessing a
business’s complexity which also qualify a business as mid-sized, for example, if it has more than 10
partners. The strategic approach adopted for these businesses focuses on the customer and aims to
provide tailored temporary support during business ‘life’ events (e.g. opening operations outside the UK,
acquiring or merging with another business). The business unit will also focus on promoting incentives
and reliefs to mid-size customers to support business growth.

2.2 Research aim and objectives

This research provides robust and balanced evidence on customer experience and perceptions of the tax
administration system, in order to evaluate the mid-size business model. It will also produce a number of
key measures to feed into HMRC’s new Performance Management Framework. More specifically it aimed
to:

B Understand and track mid-size businesses’ experience of dealing with HMRC and overall perceptions
of HMRC, including aspects of the tax administration system;

B Identify where customer experience and the business model could be improved; and

B Help assess the impact of HMRC operational and policy changes.

2.3 Research methodology

The research involved quantitative and qualitative research among mid-size businesses. The qualitative
research was designed to explore issues arising in the quantitative research and to look in more depth at
issues of particular interest, especially around positive / negative customer experiences and growth. Full
details of the method are given in the Appendix.

2.3.1 Quantitative research

2,006 interviews were conducted using a representative, random probability design. The sample was
drawn from HMRC's own records of businesses that met the definition of a mid-size business®. Fieldwork
was conducted by telephone between 26 October and 18 December 2015.

The individual interviewed on behalf of the business was the person with overall responsibility for tax
matters. The questionnaire collected information on the characteristics of mid-size businesses, their
management of tax obligations, attitudes towards compliance and their interactions with HMRC. Where
businesses reported having had at least one interaction with HMRC in the past 12 months, the

3 https://www.gov.uk/government/publications/understanding-mid-size-businesses

4 https://www.gov.uk/mid-size-businesses

® Self-employed businesses were excluded due to their likelihood of overlap with other customer groups (who may be
covered by other research).
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questionnaire also collected their views about their experience, focussing on the totality of their
experience over the previous 12 months.

2.3.2 Qualitative research

Qualitative research was carried out following the quantitative survey to provide a more in-depth
understanding of the issues covered in the survey and better illustrate some of the survey’s findings.
These discussions focussed on three key areas; businesses’ experience of dealing with HMRC, ways in
which HMRC could better support business growth and views of changes to the tax system). In total, 20
telephone interviews were conducted with participants who took part in the quantitative research which
each lasted approximately 30 minutes. Fieldwork took place during January 2016. The sample was
selected to reflect a mix of businesses in terms of size, customer experiences (purposively sampling
businesses with either good or bad experiences) and experiences of growth. The interviews provided in
depth insight into findings from the survey with purposely selected businesses, rather than exploring
population variation by size or sector.

2.4 Analysis and reporting

All qualitative interviews were digitally recorded and analysed using ‘Matrix Mapping’®, TNS BMRB's
approach to the fine-grain analysis of qualitative material. The quantitative data was analysed using
specialist computer software, including tests for “significant differences”, i.e. meaningful differences that
were unlikely to have occurred by chance within the sample. Subgroup analysis was performed to explore
any difference among groups within the sample, i.e. different sizes of business. The following points
should be borne in mind when reading this report:

B Percentages for single-response questions do not always add up to exactly 100% due to the effect of
rounding;

B Unless otherwise stated, all differences reported are statistically significant to the 95% confidence
level. This means that we can be 95% confident that the differences observed are genuine
differences, and have not just occurred by chance;

B Ratings of customer experience and general perceptions of HMRC were asked on a five point scale.
Scores of 4 and 5 (out of 5) are referred to as ‘positive’, 3 is ‘neutral’ and 1 and 2 are ‘negative’;

B Zero per cent is indicated in tables using *-" and figures above zero but below 0.5 per cent are
indicated using ‘*’; and

B Base sizes for each result reported are shown with the charts. A result with a base size of fewer than
100 should be interpreted with caution and the findings should be viewed as indicative only”’.

% This involves the rigorous and systematic charting of the data across the three topics covered in the interviews. More
detail about this is provided in the Appendix.
’ Table 10.6 indicates the unweighted base sizes for many subgroups.
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3. Business characteristics and interactions

This section examines the demographic profile of mid-size businesses, the taxes they paid and their
interactions with HMRC, to provide context for the remaining sections and to introduce key subgroups.

3.1 Demographic profile

HMRC's operational definition of a mid-size business is one that has annual turnover above £10 million
and/or 20 or more employees. HMRC also classifies businesses that are part of a corporate group which
collectively meets these criteria as mid-size. Particularly complex businesses are also included in this
population and defined through indicators including businesses that have 10 or more partners. All
sampled businesses were within the remit of the newly formed mid-size business unit. Chart 3.1 shows
the distribution of these businesses according to their reported turnover and employee figures.

Chart 3.1 Distribution of businesses by turnover and number of employees

Number of employees Annual turnover

Less than 20 36%

Under £3 million 45%

20 - 49

Over £3 million but not more
than £10 million

50-99

Over £10 million but not more
than £50 million

100 - 249

More than 250 Over £50 million

Q3 Could you just tell me the approximate number of people employed by your business - including yourself? Q5 What is your annual turnover?
Base: All businesses (n=2006)

Overall, 36% of mid-size businesses had fewer than 20 employees, and 10% had more than 250. There
was a similar skew by annual turnover, where 45% had turnover of less than £3 million decreasing to 7%
with turnover of more than £50 million. Other notable characteristics of the population included that:

B 85% were UK owned, 11% foreign owned and the remaining 3% were jointly UK and foreign owned;

B  61% were part of a group (19% the group owner, 10% an owner subsidiary, 32% a subsidiary) and
39% were a single entity?;

B 93% were companies and 7% partnerships;

22% provided a professional service, and 17% were in manufacturing;

B 43% sold goods or services or licenced products outside of the UK; and

8 Group’ refers to a collection of businesses that function as a single economic entity while ‘single entity’ refers to
standalone businesses.
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B 14% had been trading for less than 5 years, 59% between 5 and 20 years, and 27% for more than
20 years.

3.2 Taxes paid

The most commonly reported taxes paid were payroll (PAYE/NICs®) (89%) and VAT (83%). Three in
five said they paid CT'! (62%). Just over a quarter (26%) paid customs taxes (26%) and fewer than
12% paid environmental, stamp or transport taxes, excise duties, or made Construction Industry Scheme
(CIS) payments.

Key business characteristics, such as size and operations, affected the types of tax paid. The largest
businesses (those with 250+ employees) were most likely to have paid PAYE/NICs (99%), VAT (91%)
and CT (70%), while — as we would expect - businesses that sold goods and services or licenced products
outside of the UK were more likely to have paid customs taxes (48%).

3.3 Use of an agent

The majority (80%) of mid-size businesses said they used a professional agent to assist them in dealing
with their accounts, payroll and tax. Use of an agent was less common among businesses with more than
250 employees (74%) and businesses that had been trading for more than 20 years (75%).

3.4 Channels and services used to deal with HMRC

Overall, 60% of businesses said they provided or received information to or from HMRC in relation to
taxes paid or NICs made. Fewer (42%) requested information or assistance from HMRC. Chart 3.2 shows
the channels businesses used to interact with HMRC.

Chart 3.2 Channels businesses used to make and/or receive contact with HMRC

TOTAL: Online Online  Received Emailed Received a TOTAL: Telephone Post Face to Other None
Any digital search  services an email with a text Any non- face
query digital

Q8 In which of the following ways have you had any dealings with Revenue and Customs over the last 12 months? Base: All businesses (n=2006)

Most businesses communicated with HMRC using a combination of digital and non-digital channels
(71%). Only 19% used digital channels exclusively, which were more likely to be smaller businesses
(24% with <20 employees reducing to 9% with 250+ employees). Three per cent of businesses used
only non-digital channels.

° Payroll and National Insurance contributions
10 yvalue Added Tax
1 Corporation Tax
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As part of its digital service HMRC offers customers the ability to email them for some types of query, as
an alternative to using the telephone or post. In the last 12 months, 22% of mid-size businesses
surveyed utilised this service, which was higher among larger employers (40% with 250+ employees).

HMRC's online services were rated well among those that had used them, with 73% giving a positive
rating, but positivity tended to be lower among larger employers (61% with 250+ employees rated them
positively). HMRC's online services were rated more positively among businesses that only used digital
channels (85%) compared to those that also used the telephone (68%).

The positive assessment of online services (particularly in comparison with other channels) was reiterated
in the qualitative research. For example, one business described their experience of online services as
positive because they save them time. They complete VAT returns, monthly sales and RTI online and find
these simple and efficient processes. Smooth online services can mean businesses do not have to phone
HMRC.

"I find [online] easier, I only need to go through two or three different web pages before I find the one I
want. It doesn't waste their time and it doesn't waste my time."

(50-99 employees, £10-50mil turnover)

Online services were found by some businesses to be easy to use. For example, a business that regularly
contacts HMRC to verify sub-contractors for CIS by phone and online, describes this process particularly
positively and as simple and easy to use.

"I do [VAT online]. Yes I don’t really have any issues with that...I log on each month online, I input all
the information, it always tallies to what we need it to tally to and then they take the payment out of
their account.” (50-99 employees, £10-50mil turnover)

The email enquiry service was rated positively by 51% of those that used it. For example, in the
qualitative work a business described how email services can provide timely and prompt advice. They
made a mistake on a P11D submission and wrote a letter to inform HMRC of the error. HMRC
corresponded quickly by email and phone to agree an amount for the business to pay so that the issue
was resolved quickly and easily. This was reported by the business to be more convenient than using the
phone service:

"The telephone number will either be the wrong one or it’s out of date or it doesn’t work.” (250+
employees, £50-100mil turnover).

Compared to other services the telephone helplines were rated relatively poorly by customers that used
them. Only 32% rated them positively, with 44% giving a negative rating (24% giving the most negative
rating of 1 out of 5, and 20% 2 out of 5). Businesses with significantly more employees rated telephone
contact more negatively (53% among those with 250+ employees).

3.5 Business Tax Account'?

Business Tax Account is an online service provided by HMRC that brings together key services, help and
information, and enables a business to see an online overview of their main taxes. Two in five (38%)
mid-size businesses used Business Tax Account in the last 12 months, which was lower among smaller
businesses (33% with annual turnover of <£3m).

Similar to online services in general, Business Tax Account was rated positively by mid-size businesses,
with 72% giving it a positive rating (21% giving the most positive rating of 5 out of 5, and 51% 4 out of

12 Known and referred to as “Your Tax Account” at the time of the research.
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5). Again positivity tended to be lower among larger businesses (61% with 250+ employees rated it
positively).

Mid-size Businesses Customer Survey 2015

12



4, Customer experience

This section examines mid-size business’s experiences of interacting with HMRC over the last 12 months,
and identifies what aspects contribute most to a positive customer experience.

4.1 Overall rating of experience

Half (51%) of mid-size businesses reported a positive overall experience in dealings with HMRC. A further
third (34%) expressed a neutral score, while 1 in 7 (15%) rated their overall experience negatively.
Differences within the mid-size business population were:

B Businesses with significantly more employees tended to be less positive, with 34% of those with
250+ employees reporting that their experience had been positive, compared to 56% of those with
<20 employees;

B Businesses that were part of a group were less likely to be positive (47% compared with 56% of
single entities);

B Those that had only used digital channels of contact were more positive than those that had used a
mix of digital and non-digital channels (68% compared with 46%); and

B Businesses that had requested information or assistance from HMRC were much less likely to be
positive (39%), with 21% giving a negative rating of their overall experience.

These subgroup differences are reflected in many of the individual dimensions of customer experience.

4.2 Comparison with past experiences

Customers were asked to compare their experiences over the last 12 months with experiences over the
12 months prior to this. This is self-reported, and based upon customers’ perceptions rather than
previous data.

The majority of businesses (58%) reported that their experience had stayed the same. However, more
reported that their experience had improved (20%) than thought it had got worse (13%).

Overall experience was strongly correlated with perceptions of whether businesses’ experiences with
HMRC had improved or got worse:

B 27% of businesses that reported a positive overall experience also said that their experience had
improved compared to the previous 12 months; and

B 459% of those that had a negative overall experience said that their experience had got worse. Just
five per cent of those that gave a negative overall experience rating reported that their experience
had improved over the past 12 months.

In line with findings for overall experience, customers that had used a mix of digital and non-digital
contact channels were more likely to perceive that their experience had worsened over the last 12
months when compared with those that used digital channels only (16% compared to 6%). Findings from
the qualitative work show that businesses often viewed digital channels positively where they were
perceived to be simple and easy to use and where they save businesses time. For instance, if they do not
have to call HMRC and they therefore have more time to focus on other tasks and priorities.

Mid-size Businesses Customer Survey 2015 13



4.3 Key driver analysis

Key driver analysis (KDA)'® was conducted to understand how performance ratings for each of the areas
of customer experience affected the overall customer experience scores customers gave. This helped in
identifying the relative importance of different aspects of the service in affecting customers’ perceptions
of their overall experience. The results from the KDA are shown in Table 4.1. They indicate that HMRC
“getting the tax transaction right” and “resolving any queries and issues promptly and efficiently” are key
to providing a good quality service for mid-size businesses.

Table 4.1 Relative impact of dimensions of experience on overall experience

Relative importance Dimensions of customer experience Positive ratings
Most important HMRC getting the tax transaction right 56%
Resolving queries/issues 50%
Acceptability of time taken 42%
Quality of information looked for/received 57%
Being clear on what steps to take 59%
Ease of finding information 42%
Being clear when process is complete 56%
Least important Access to taxation specialists when required 26%

Base: All businesses with interactions, excludes not applicable - (n = 672 - 1824)

4.4 Dimensions of customer experience
Chart 4.2 shows the ratings given by mid-size businesses for each of the dimensions of customer
experience.

13 This is a form of multivariate analysis used to identify the relative importance of ratings of each of the other
dimensions of customer experience in ratings of overall experience. Further information is given in Section 10.1.5.
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Chart 4.2 Dimensions of customer experience

m Positive

= Neutral

m Negative
Don't know

Getting Resolving  Acceptability Quality of Steps needed  Ease of Clear when  Access to
transaction queries of time taken information were clear finding everything taxation
right information completed  specialists

Q14 Overall, on a scale of 1 ta 5, where 5 is very good and 1 is very poor, how good or poor were Revenue and Customs at getting tax transactions right? Q12 How
would you rate the quality of info you have looked for/received? Q15 How good/poor were HMRC at resolving queries/issues? Q16 How acceptable was the time taken
to reach the end result? Q11 How easy was it to find information? Q13 HMRC made clear what steps I needed to take; HMRC made it clear when everything was
completed; HMRC provided access to taxation specialists. Base: All businesses with interactions, excludes not applicable — Transaction (n=1694), Resolution
(n=1573), Time taken (n=1674), Quality of info (n=1824), Steps (n=1733), Finding info (n=1773), Completion (n=1450), Access (n=672)

Just over half (56%) of mid-size businesses gave positive ratings for HMRC getting the tax transaction
right. Further illustrating that this is the most important driver of overall customer experience there was
a high correlation between it and ratings of overall experience. Those that rated this dimension
negatively were four times more likely to rate their overall experience negatively (58% compared to 15%
overall).

Similar differences across subgroups were found for HMRC getting the transaction right as for overall
experience; businesses with significantly more employees and those using both digital and non-digital
channels were less positive. 71% of businesses that only used digital channels of contact rated HMRC
positively for getting the tax transaction right, compared to 52% of those that used both digital and non-
digital channels. There is some overlap between these groups: businesses with significantly more
employees are less likely to only use digital channels. However, businesses with fewer employees that
had used both digital and non-digital channels were more likely to give a negative score than businesses
of the same size that had only used digital channels, suggesting that the overlap between the two groups
does not fully account for this pattern.

As shown in Chart 4.3, businesses with fewer than 20 employees were consistently more positive, across
many dimensions of customer experience, than those with those with 250 or more. This may be because
mid-size businesses with a higher number of employees were more likely to have more complex tax
affairs.
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Chart 4.3 Differences in ratings of experience by size of business

m <20 employees
(% positive)

250+ employees
(% positive)

HMRC getting the Resolving queries Acceptability of Quality of Ease of finding
transaction right or issues time taken information information
looked for or
received

Q14 Overall, on a scale of 1 to 5, where 5 is very good and 1 is very poor, how good or poor were Revenue and Customs at getting tax transactions right? Q150n a
scale of 1 to 5, where 5 is very good and 1 is very poor, how good or poor were Revenue and Customs at resolving any queries or issues? Q16 Generally during your
dealings with Revenue and Customs over the last 12 months, how acceptable was the time taken to reach the end result? Q12 How would you rate the quality of
information you have looked for or received from Revenue and Customs over the last 12 months? Q11 On a scale of 1 to 5, where 5 is very easy and 1 is very
difficult, how easy or difficult was it to find any information you needed for your business on tax issues from Revenue and Customs? Base: All businesses with
interactions, excludes not applicable — Transactions <20 employees (n = 464) 250+ employees (n = 278 employees), Resolution <20 employees (n = 394) 250+
employees (n = 277), Time taken <20 employees (n = 433) 250+ employees (n = 279), Quality <20 employees (n = 506), 250+ employees (n = 289), Ease <20
employees (n = 482), 250+ employees (n = 285)

Businesses that were part of a group were less likely to be positive across a number of dimensions,
including HMRC getting the tax transaction right (53% of groups giving a positive score, compared to
59% of single entities), and the acceptability of time taken (39% of groups giving a positive score,
compared to 48% of single entities). This may be related to the fact that larger employers were more
likely to be part of a group than smaller employers.

Channel usage also affected customers’ perceptions of dealing with HMRC. The findings suggest that
those using only digital channels of contact tended to have a more positive overall customer experience.
Aside from HMRC getting the tax transaction right, digital only channel users were also more positive
about many other dimensions of experience. This is shown in Chart 4.4.
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Chart 4.4 Differences in ratings of experience between digital only channel users, and digital
and non-digital channel users

m Digital only (%
positive)

m Digital and non-
digital (%
positive)

HMRC getting the Acceptability of HMRC made clear Ease of finding HMRC made clear
transaction right time taken the steps that information when everything
needed to be was completed
taken

Q14 Overall, on a scale of 1 to 5, where 5 is very good and 1 is very poor, how good or poor were Revenue and Customs at getting tax transactions right? Q16
Generally during your dealings with Revenue and Customs over the last 12 months, how acceptable was the time taken to reach the end result? Q11 On a scale of 1
to 5, where 5 is very easy and 1 is very difficult, how easy or difficult was it to find any information you needed for your business on tax issues from Revenue and
Customs? Q13 Please tell me how strongly you agree or disagree with each of the following statements about any of your dealings with Revenue and Customs in the
last 12 months: Revenue and Customs made clear what steps I needed to take, Revenue and Customs made it clear when everything was completed Base: All
businesses with interactions, excludes not applicable — Time taken digital only (n = 230) digital and non-digital (n = 1387), Clarity of steps digital only (n = 278),
digital and non-digital (n = 1401), Ease digital only (n = 313), digital and nen-digital (n = 1405), Clarity of completion digital only (n = 194), digital and non-digital
(n = 1208)

In particular, those that reported using the telephone to make or receive contact were less likely to be
positive regarding HMRC getting tax transactions right (50%) and the acceptability of time taken
(36%).

Customers who reported having emailed HMRC with a query gave less positive scores across three
dimensions: HMRC getting the tax transaction right (50%), the acceptability of time taken (35%),
and the quality of information (50%). However, many of those who reported having had email contact
with HMRC had also used the telephone. This reflects the finding that businesses using multiple channels
to interact with HMRC were less likely to be positive. Customers that had used both email and telephone
channels of contact were less likely to be positive across several customer experience dimensions
compared to those who had used either email only or the telephone only.

This pattern may be linked to the finding that businesses that requested information or assistance from
HMRC were less likely than average to give positive overall ratings, and for a number of specific
dimensions of experience:

HMRC getting the tax transaction right (46%);

Resolving any queries or issues (44%);

Acceptability of time taken (32%);

Quality of information looked for or received (48%);

Ease of finding information (34%); and

HMRC made it clear when everything was completed (49%).

Mid-size Businesses Customer Survey 2015 17



Other characteristics also impacted on individual dimensions of experience among the mid-size business
population:

B Generally, businesses that reported some type of growth over the last 12 months, and businesses
that reported plans for growth over the next two to three years, reported similar experience to the
rest of the surveyed population. However, those that reported growth were less positive about the
quality of information (50%).

B Broadly speaking, the age of the business had little impact on businesses perceptions of customer
experience. However businesses that were established less than five years ago were more positive
than those established more than twenty years ago for the ease of finding information (47% and
34% respectively).

The qualitative discussions enabled an exploration of the reasons for businesses being more or less
positive about aspects of the service they had received from HMRC over the last 12 months. One
business described their dissatisfaction with HMRC's ability to resolve an issue; they became frustrated
after contacting HMRC about a problem with the upload of their Intrastat data and receiving incorrect
information about the cause of this issue. HMRC were unable to help and therefore the business was
forced to seek advice and resolve the issue internally. The respondent felt that HMRC was unhelpful and
did not set a good example in this case:

"You struggle to get an answer to the question, which is a relatively specific question... You would expect
the person at the HMRC end of the conversation to go, 'okay, I know exactly what you mean, this is what
you need to do’, or 'this is how you would treat it’. Which as a company is frustrating because we’re
trying to do the right thing but we’re not sure we're getting good quality information.” (20-49 employees,
up to £10mil turnover)

As discussed in Section 3.4 many respondents had positive experiences of online services, reporting that
they save time and are easy to use. One business was positive about online services providing an audit
trail which helps them with compliance (because it acts as a data depository) and felt confident that the
systems are secure:

"HMRC registered services and online system works very well. It's very controlled, it’s easy to understand
and obviously all web based so it's easy to get access to it. The log on information gives you confidence
that you can trust them - there's a lot of authentication built into it to give you a sense of control and
that the information is confidential.” (100-249 employees, £100-150mil turnover)

However, errors and inconsistencies cost businesses time and effort. This business recently had a call
from HMRC concerning an overdue PAYE balance, but their online account showed them to be in credit.
They disputed the query and triggered an investigation. This forced them to collate and submit
paperwork which took time and effort, and the issue remained unresolved at the time of the interview.

In another example, a business described how lack of information from HMRC had cost them time and
money. A business made a non-statutory enquiry into the documentation required for a removal of goods
to another member state. A form is required for this and the business contacted HMRC by letter to ask
what documentation their customer needed to provide for the removal. HMRC responded that they were
not prepared to answer the questions, and therefore the business was forced to pay professional
advisors. They do not expect to gain further clarity until their next VAT inspection.

"I'm going to have to pay an accountancy firm to help me fill out the form, so that will probably cost me
£4,000 - £5,000 to do that because the way that they write stuff is just so difficult and really unclear.”
(250+ employees, £100-150mil turnover)
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5. Health of the tax administration service

This section examines customers’ perceptions of how HMRC administers the tax system. Chart 5.1
summarises the results.

Chart 5.1 Ratings of HMRC relating to the health of tax administration service

mAgree m Positive
= Neutral u Neutral
m Disagree m Negative
Don't know Don't know
Treated Treated Minimised cost, Ensured Ease of dealing
business as  business fairly time and effort business with tax issues

honest paid/received
correct amount

Q20 Please tell me how strongly you agree or disagree with the following statements: Revenue and Customs treated my business fairly, Revenue and Customs
ensured that my business only paid and received the correct amount of taxes, Revenue and Customs minimised the cost, time and effort it took to deal with my
business' tax affairs, Revenue and Customs treated my business as honest Q22 Qver the last 12 months how easy or difficult have you found it to deal with your
business' tax issues? Base: All businesses with interactions, excludes not applicable — Honest (n=1737), Fairly (n=1758), Minimised cost (n=1623), Correct amount
(n=1735), Ease (n=1722)

5.1 HMRC treats business as honest

Over eight in ten (82%) mid-size businesses agreed that they had been treated as honest, while 11%
reported a neutral score and four per cent disagreed. In particular, those that rated their overall
experience positively were more likely to perceive that HMRC treated its customers honestly (93%),
compared to those with a negative overall experience (53%). Businesses with higher annual turnover
(£100m+) were less likely to agree (70%).

5.2 HMRC treats business fairly

Three quarters (74%) of businesses reported that HMRC treated their business fairly. Two out of five
(18%) reported neutral scores while six per cent disagreed. Businesses with higher annual turnover
(£100m+) were less likely to report fair treatment (55%), compared to those with lower annual turnover
(75% with <£3m).

5.3 Ensured businesses paid/received correct amount of taxes

Overall 63% of mid-size businesses agreed that HMRC ensured that they paid and received the correct
amount of tax, while 12% disagreed. The remaining 20% reported a neutral opinion. Businesses with
more than 250 employees were less likely to agree that HMRC ensures their tax affairs were correct
(55%). Digital-only users were more likely to agree that HMRC ensured their tax affairs were correct
(70%) than those who used a mix of both digital and non-digital channels. Mid-size businesses that rated
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HMRC positively for getting tax transactions right were more likely to be positive about HMRC ensuring
their business paid and received the correct amount of tax — 81% compared to 24% who rated it
negatively.

The qualitative work provided insight into the nature of dissatisfaction with this dimension. A query about
the amount of tax due can cost businesses time and money, particularly where it takes time to resolve
the query. For example a business described an experience where there was a discrepancy between what
they believed they had paid HMRC for PAYE/NICS and what HMRC had on record. They phoned and wrote
to HMRC many times to try and resolve this issue and were told to ‘net off’ the difference between the
figures. They went into debt to pay this and therefore incurred interest and were ‘out of pocket’ for 9
months. This issue also cost the business time. They also found it frustrating having to speak to a
different person each time and re-explain the situation. The information they received from HMRC was
reported to be poor, inconsistent and at times they were given incorrect advice. The issue was finally
resolved in 2015 but they have found a similar issue occurring in 2016.

"You can imagine how happy I am. This must have been weeks of my life, weeks. Literally, I am on hold
probably for between 20 and 30 minutes each time. Or I had someone saying that he had no more time
for me and hung up on me as well.” (100-249 employees, £10-50mil turnover)

5.4 Ease of dealing with tax issues
Just over half (56%) of mid-size businesses found it easy to deal with their tax affairs in the past 12
months. While 15% said it had been difficult, almost twice as many (27%) reported a neutral opinion.

Further to this, larger businesses (250+ employees) were less positive (47%) compared to smaller
businesses (with fewer than 20 employees) (60%). Digital-only users were more positive (73%) than
those that used a mix of digital and non-digital channels (52%) and in particular, customers that used
the telephone were less likely to be positive (49%).

5.5 Minimising time and cost it takes to deal with tax affairs

Mid-size businesses gave HMRC relatively low ratings for minimising the time, cost and effort to deal with
tax affairs. Only a small proportion (37%) agreed with the statement while similar proportions of
businesses were neutral (32%) and disagreed (27%). Businesses with more than 250 employees were
less likely to agree with the statement (29%), whereas digital-only users were more likely to agree
(48%) compared to those who used a mix of both digital and non-digital channels (35%). Moreover,
those that rated acceptability of time taken positively were more likely to agree (62% compared to 12%
that rated acceptability of time taken negatively), as were those that rated getting tax transactions right
positively (55% compared to 9% that rated it negatively).
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6. Reputation of HMRC

This section examines businesses’ broader views of HMRC as an organisation including businesses’
confidence in the way HMRC does its job Chart 6.1 summarises the results.

Chart 6.1 Ratings of reputation measures

m Positive m Agree
= Neutral = Neutral
m Negative m Disagree
Don't know Don't know
Confidence in HMRC Applies penalties and Ensures data is treated

sanctions equally confidentially

Q27 Please tell me how strongly you agree or disagree with the following statements: Revenue and Customs applies penalties and sanctions equally for all of its
customers, Revenue and Customs ensures customers' data and personal information is treated confidentially Q31 How confident are you in the way Revenue and
Customs are doing their job? Base: All businesses (n=2006)

6.1 Confidence in HMRC

Fewer than half (46%) of businesses expressed confidence in the way HMRC does its job. A further third
(34%) were neutral while 19% were not confident. Confidence was higher amongst those businesses that
had a positive overall experience of dealing with HMRC over the last 12 months: those who had a positive

overall experience of dealing with HMRC were almost twelve times as likely to express confidence in the
way HMRC does its job, in comparison to those that had a negative overall experience. Positive views
about the health of the tax administration system also contributed to confidence in the way HMRC does
its job, as shown in Table 6.2.
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Table 6.2 Differences in percentages reporting confidence in HMRC by different experience
dimensions

Percentage reporting confidence in HMRC

e Of those that rated Of those that rated
dimension positively dimension negatively

Overall customer experience 70% 6%

Being treated as honest 54% 11%*

Being treated fairly 57% 14%?1°

Time, cost and effort involved in dealing with tax 73% 16%

Ease of dealing with tax affairs 61% 17%
Paid/received correct taxes 61% 16%

Base: All businesses (n=72 - 1298)

6.2 Applies penalties and sanctions equally

Overall, 37% of mid-size businesses agreed that HMRC applies penalties and sanctions equally for all of
its customers, while 23% reported neutral scores and 20% disagreed. Again, positive views of fairness
contribute to a perception of equal treatment:

B Those that rated HMRC positively for treating their business fairly were more positive (44% compared
to 22%?%® that rated it negatively).

B Those that rated HMRC positively for treating their business as honest were more positive (42%
compared to 17%?*7 that rated it negatively).

Notably, those that agreed that HMRC applies penalties and sanctions equally were more likely to report
confidence in the way HMRC does its job (65%, compared with 19% of those that disagreed).

6.3 Ensures data is treated confidentially

Seven in ten (69%) businesses agreed that HMRC ensured customers' data and personal information was
treated confidentially. Small proportions (14%) were neutral or disagreed (3%). Those that agreed with
this statement were more likely to also express confidence in the way HMRC does its job (54% expressed
confidence who also agreed with the statement, compared with 12%?*8 of those that disagreed).

14 Figure is indicative only as base size is 72.
15 Figure is indicative only as base size is 96.
16 Figure is in