Editorial – TAXline October 2007 
Key issues for the new Chancellor
Frank Haskew sets out the priorities which the Tax Faculty has identified
At the time of writing, the date of the 2007 Pre-Budget Report has not been formally announced. The favoured suggestion is mid-October 2007, but the date is likely to be dependent upon whether the Prime Minister decides to call a general election. This will be the first opportunity for the new Chancellor, Alistair Darling, to map out his vision for the UK tax system and tax policy generally. We think that there are a number of key issues that the Chancellor needs to address. 

HMRC service standards

The overwhelming message we are receiving from our members is that HMRC's service standards are not good enough and need to be improved. HMRC's laudable programme to improve efficiency and effectiveness by becoming a 'customer focused' organisation does not appear to be working out that way on the ground. The programme appears to have been translated, at least as users see it, into a cost-cutting exercise with staff reductions and office closures the order of the day. There appear to be so many problem areas – from VAT registration delays, through PAYE incentive payments not being made, to the difficulty in speaking to an HMRC person who can actually solve a problem – that it's far from easy to see how standards will be improved in the short term.

It is difficult not to sympathise with HMRC staff, who appear to be under huge pressures to reduce costs and headcounts, but by the same token HMRC has a responsibility to provide a reasonable level of service to taxpayers. We think that:

· there needs to be a clear public plan for improving services;

· service standard measures should be agreed with stakeholders; and

· agreed service standards, and HMRC performance, must be reported on regularly and be subject to independent scrutiny.

Small business tax policy

The House of Lords' decision in the Arctic Systems case and the Ministerial statement the following day have brought small business tax policy to the top of the agenda. The Government announced a small business tax review back in 2004 but the review appears to have stalled, with no firm conclusions reached or decisions made. We think that this needs to be revisited. Policy changes down the years have created a number of distortions and anomalies and added considerable complexity to the tax system. The ICAEW believes that tax policy should be designed to:

· encourage small businesses to grow and succeed regardless of their precise legal form; and

· allow for flexibility as commercial conditions change. 

Many of the issues facing small businesses centre around a lack of certainty and clarity. We remain particularly concerned about problems in those areas which are governed largely by interpretation expressed in HMRC guidance and case law. The distinction between employed and self-employed workers, for example, lacks certainty or clarity but mistakes can be very expensive. Employing staff for the first time is one of the greatest administrative hurdles that businesses face, particularly where the employees will be paid above the PAYE/NIC thresholds. These complexities are acting as a barrier to growth and they need to be reduced.
Tax simplification

We believe that there is a wide consensus that the UK tax system needs to be simplified. The worthy work of the Tax Law Rewrite Project has served to highlight to us just how complicated our tax system has become, and that we now need to move on to consider a more radical approach to simplifying taxes. It will not be an easy task and it will take time, but we think that the Chancellor should make a formal commitment to simplification, to be undertaken in consultation with stakeholders. There should be an over-arching committee tasked with developing an action plan to deliver tax simplification and then implement it. This project should build on, and in time take over from, the work of the Tax Law Rewrite Project.

Taxpayer rights 

The current review of HMRC's powers has produced some constructive changes but we remain concerned that the emphasis is on increasing HMRC's powers rather than enhancing taxpayers' rights. We have called for a taxpayers' Bill of Rights or Charter, ideally the former. We do not think this is unreasonable: the OECD has recommended that all its member states should have a Bill of Rights or Charter to safeguard the taxpayer. Given that the UK is a strong supporter of the OECD and very active in its initiatives, such as the Tax Intermediaries Project, it is difficult to see how the UK could do other than act on the OECD's recommendation. So far, however, there seems little appetite to put this recommendation into practice. This is disappointing and we will continue to press the case for improving taxpayers' rights.
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