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The standard of HMRC's services
By Frank Haskew, Head of Tax Faculty
In the past few months our post bag has been bulging with concerns from members about the standard of service they receive from HM Revenue & Customs (HMRC). It is abundantly clear that many members are getting to the end of their tether and are, not unreasonably, asking what is going on and what are we doing about it? The purpose of this editorial is to highlight some of the problem areas we have seen and explain what we are doing to try and improve matters.

What are the problems that members are experiencing? There appear to be a number of problem areas spanning a variety of taxes, but typical examples include:

· the inability of our members to get through to HMRC on the telephone quickly and easily to speak to a person who can resolve the issue on the spot;

· the lack of responsiveness on postal enquiries, which bears out reports of a growing 'post mountain' which was specifically referred to by HMRC union officials in their evidence to the Treasury Select Committee's current enquiry into the efficiency programme in the Chancellor's departments; 

· continued systems problems, for example the inability to use HMRC's own software to register for PAYE online due to the 'leading zero problem';

· growing delays in obtaining VAT registrations, which in some cases appear to be now taking up to six months;

· continuing operational problems with the tax credits systems.

The problems cover a wide area of HMRC's activities and the overall picture emerging is of an organisation that appears to be losing ground and struggling to cope with major changes to its 'business model'. 
These issues faced by HMRC need to be put in the context of the financial and other targets within which it needs to operate. As part of the Government's aim to improve front-line services such as health and education, HMRC's resources will be cut by 5 per cent a year in real terms for at least the next three years, net of implementation costs. The current target is to reduce the staff headcount by 12,500 staff (out of about 94,000) and HMRC is on course to achieve this. HMRC's Chairman has also said that a further 12,500 staff may have to go to meet the targets set by the next budget settlement. As yet, there have been no compulsory redundancies, but many of the more experienced staff are taking early retirement and staff morale would appear to be at a low ebb.

Meeting a 5 per cent real reduction year-on-year after taking account of implementation costs would be a difficult enough challenge at the best of times. Common sense would suggest that, unless there is a clear and workable plan, which would probably need to include a major investment in IT systems, any organisation faced with cost pressures of this nature would be struggling. It looks unrealistic to impose cost constraints of this order and expect services to be maintained in the short term, let alone improved in the long term. 
What are we doing about these very serious issues? They are a matter of grave concern to us, and we are working on a number of fronts to try and improve matters. We have already raised these concerns with the highly influential Treasury Select Committee, to which we gave written evidence (see TAXREP 34/07) and oral evidence. To bolster further our evidence to the Committee, in April we decided to undertake a research survey to provide us with some firmer information on our members' experiences of HMRC's services. The survey has helped to provide some more robust data and supports the concerns already expressed by our members.

In order to resolve these issues and effect change, we believe that it is important to work constructively with HMRC rather than confrontationally. We have met with senior members of HMRC to set out our concerns, and this dialogue is continuing at a very senior level on both sides. While some of the issues can be fixed by HMRC, the efficiency targets they have been set look unrealistic to us and unlikely to result in improved services. We think that Government-imposed headcount reductions and budget cuts need to be reassessed if services are to be maintained, but these are issues that we need to raise directly with Government.

In relation to VAT registrations, we are seeking more evidence from members to help us highlight the problem areas – see the briefing on page 13.

There does not appear to be a 'quick fix' to these problems. Sustained action and investment are clearly required across a number of areas. HMRC is well aware of the deep-seated frustrations that many intermediaries are feeling. There are some changes in the pipeline that should help to improve matters, but whether they will be sufficient to reverse the perceived decline is a moot point. Government decision-makers need to better appreciate that the efficient collection of tax is a matter of public interest and vital to the future well-being of the UK. Tax revenues underpin the ability of Government to fulfil plans and spending commitments, and poor taxpayer experiences will undermine the credibility and integrity of the tax system. If that happens, the consequences for the UK will be serious.
