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Dear Sir/Madam: 

 

Comments on the Public Consultation Document “What Is Driving Tax Morale?” 

 

Introduction 

Simmons & Simmons LLP welcomes the opportunity to submit comments on the Consultation 

Document “What Is Driving Tax Morale?” released by the OECD on April 10, 2019 (hereafter: the 

“Consultation Document”). 

Simmons & Simmons is a leading international law firm with more than 900 legal staff in offices 

situated in key business and financial centres across Europe, the Middle East, and Asia. We believe 

it is who we are and how we approach our work that sets us apart from other firms. We set the 

highest standards for the work we do and pride ourselves on our client focus. 

In building our international business, we have created a closely knit and cohesive network of 

lawyers who seek to balance local business needs with the delivery of a global service. Our current 

client base includes a significant number of the current FTSE 100 and Fortune Global 500 

companies and we advise the world’s leading investment banks, many of the world's largest financial 

conglomerates and more than half of the top 50 European hedge fund managers. We provide 

services from locations based in Europe, the Middle East and Asia. We work across core practice 

areas including corporate, dispute resolution, EU, competition & regulatory, employment, pensions 

& employee benefits, financial markets, intellectual property, projects, real estate, information, 

communications & technology and tax. 

A key commercial advantage for our clients is our focus on specific sectors, including asset 

management & investment funds; financial institutions; technology, media and telecommunications 

(TMT); and life sciences. We also focus on the energy and infrastructure market, in particular 

through our international projects and construction teams. 
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Our comments on the Consultation Document are provided below. For clarification as regards our 

comments, please do not hesitate to contact us through the contact details listed below.  

Simmons & Simmons 

contacts 

E-mail address Telephone number 

Monique van Herksen monique.vanherksen@simmons-

simmons.com 

+31 20 722 2325 

Clive Jie-A-Joen clive.jie-a-joen@simmons-

simmons.com 

+31 20 722 2338 

Fan Bai fan.bai@simmons-simmons.com  +31 20 722 2376 

 

General observations 

The Consultation Document focusses on developing countries and analyses (factors that correlate 

with) tax morale, while aiming to increase tax collection to finance the Sustainable Development 

Goals (SDGs). The Consultation Document emphasizes that efficient domestic revenue 

mobilization (DRM) is at the heart of financing for development and that tax revenues are the 

largest single source of financing at every level of development. However, it should be noted that 

the SDGs are not restricted to developing countries, whereas the Consultation Document appears 

to limit itself to addressing tax morale and developing countries. The SDGs target the (private 

sector and) developed countries as much as they do (businesses in) developing countries. In that 

respect we suggest that the OECD’s consultation ought to also consider aspects that can increase 

tax morale in developed countries, which currently are not addressed in the Consultation 

Document.  Furthermore, to get to increased tax collection, it is not only the (behaviour of) parties 

that are liable to pay taxes which merit(s) review but also the (behaviour of) authorities collecting 

the taxes and the actual system of collecting tax. As the Consultation Document rightfully 

indicates, tax morality is (greatly) impacted by government policies and performance.  

The focus on increasing transparency in tax matters in the years since the OECD’s 2013 BEPS 

Action Plan has led to a heightened awareness of underreporting of taxes. The BEPS Action Plan 

served to tackle base erosion. One of the BEPS action items concerned ensuring transparency 

while promoting increased certainty and predictability. In this respect, requiring taxpayers to 

disclose their aggressive tax planning arrangements (Action 12); re-examining transfer pricing 

documentation (Action 13), making dispute resolution mechanisms more effective (Action 14) and 

developing a multilateral instrument (Action 15) were presented as means to ensure transparency 

and promoting certainty. We very much welcome the OECD’s focus on tax morale. However, we 

would suggest that additional aspects that impact tax morale should also be considered, including 

recognition or reward for individuals or businesses for being or becoming compliant. Tax amnesty 

programs may serve as one (extreme) example in this respect and cooperative compliance 

programs may serve as another example.  

Below, please find a few observations and comments with respect to the Consultation Document. 

1. Tax morale in individuals 

1.1. Chapter 1 of the Consultation Document focusses on individual attitudes towards tax 
avoidance and evasion. It recognizes as common thread that government performance 
and responsiveness to the needs of citizens drive tax morale (p.16). It more specifically 
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recognizes that improved public service delivery appears to be a driver of tax morale (in 
Africa) (p.18); support for democracy and trust in government are associated with tax 
morale and taxation (in Latin America) (p.23); and that a meritocracy, i.e. a society where 
progress is based on ability and talent rather than on class privilege and wealth is 
associated with tax morality (in Asia) (p.25). 

1.2. Conclusions resulting from the collected data and information presented include, inter alia, 
that more work is needed to identify ways to harness the fiscal contract (and trust in 
government) to build tax morale and that support is needed to develop tax administrations 
(p. 25-27).  

1.3. These observations concern the individuals subject to taxation. Not addressed as such are 
service providers/individuals that assist others with filing and paying the right amount of 
taxes who may, however, play an important role here as well.  

2.       Tax morale in businesses 

2.1. Chapter 2 of the Consultation Document identifies opportunities to increase the tax morale 
of businesses. It recognizes that there has been significant focus on BEPS issues affecting 
businesses through (new) international rules recently, yet little discussion of tax morale. 

2.2. Tax certainty and tax morale are closely intertwined and according to the Consultation 
Document both relate to the willingness for business to voluntarily take part in the tax 
system (p.28). We believe that taking (the desire for) tax certainty as a proxy for tax morale 
is persuasive. At least, in our professional experience, tax uncertainty is considered a 
major unfavourable factor for doing business in a jurisdiction. Tax certainty encompasses 
both the quality of tax rules and regulations and the predictability of behaviour of tax 
authorities in enforcing tax rules and regulations.   Many of our clients strive first and 
foremost for tax certainty when seeking tax and transfer pricing advice and when 
assessing the tax consequences of doing business in a certain format or through a certain 
business structure.  

2.3. Tools for fostering tax certainty that are proposed in the Consultation Document include 
reducing bureaucracy, improving consultation and transparency (of government) and 
providing more effective dispute resolution (p.37). We wholeheartedly agree with those 
findings. Relevantly, mention is also made of the role of voluntary principles in the tax 
morale of MNEs (p.39) and it is recommended that further research be conducted in this 
respect (p.40). No mention is made of cooperative compliance programs (although 
“improving consultation” is mentioned). This may be because such programs tend to be 
resource-intensive and developing countries might not have such resources readily 
available. However, being able to discuss with tax authorities in a non-hostile environment 
what business concerns and KPIs drive the business is generally considered positive and 
attractive for conducting business in a jurisdiction. It is also likely to help and enhance the 
company’s tax morale. 

2.4. Not addressed as such is the relevance of enhanced (monitoring of) corporate governance 
within business organizations. To the extent that corporate governance and the monitoring 
thereof includes the issue of tax compliance, management boards and supervisory boards 
are likely to consider tax compliance a relevant aspect and to manage the business 
accordingly or at least inquire as to what the company’s tax exposure and policies are on a 
regular basis. This may in turn help to create attention for and focus on the tax morale of 
the company/business as such. The B-Team initiative to some extent can be seen and 
interpreted as – voluntarily - putting tax compliance on the corporate governance agenda 
through the Responsible Tax Principles.  
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3.       Recommendations 

3.1. We believe that increased tax morale (and revenue collection) may result from (i) getting 
taxpayers to report previously unreported income; (ii) creating awareness at C-suite level 
of a company‘s tax footprint resulting from changes to its fiscal position; (iii) making it easy 
for taxpayers to pay the appropriate amount of taxes due with respect to reported income 
on a timely basis; and (iv) through availability of well-functioning (tax) dispute resolution 
programs.  

3.2. As global transparency of income streams increases, so does the desire of taxpayers to 
“come clean” and report previously unreported or wrongly characterized/allocated income. 
In this regard, there is a constant struggle for businesses (or individuals) to get a proper 
assessment of all the potential consequences of disclosing what went wrong before: what 
penalties (and interest cost) could apply and how many back years are potentially exposed 
in case of disclosure. That uncertainty often keeps taxpayers from coming forward. Tax 
amnesty programs have been in existence for many years and generally are in place for a 
limited-time only to pay a defined amount in exchange for forgiveness of a tax liability or 
penalties and without concerns about criminal prosecution. Although these programs may 
be “rewarding” offenders, they do manage to get income streams reported that previously 
were not and can contribute to enhanced taxpayer compliance going forward. Therefore, 
they may serve the purpose of getting taxpayers to adhere to the desired tax morale and 
tax compliance after taxpayers have confessed and repaired previous reporting errors 
albeit with no or reduced penalties. It is acknowledged that tax amnesty programs ought to 
be used with caution and don’t serve to close budget loopholes. It is also acknowledged 
that they may encourage residents to evade taxes and wait for the next amnesty without 
being subject to penalties. But if well designed, not made into a regular feature, and set up 
such that they do not benefit persons who have benefitted from tax amnesties previously, 
the possible role of such programs deserves consideration we believe, however 
controversial it may sound.  

3.3. The role of individual tax practitioners and corporate governance might assist with 
enhancing tax morale as well. If and to the extent that tax practitioners would explicitly 
consider clarifying what the business reasons are for an envisaged tax structure or tax 
advice for the client and its stakeholders, that could assist in creating awareness and 
information for the client to properly assess what the consequences will be of implementing 
the tax advice received. In this respect, it could be considered that in an addendum to any 
formal advice, the explicit business reasons and resulting tax impact would be considered 
for a series of (future) years. In addition, it could be considered whether a change in the 
form in which business is conducted has impact on (the number of) employees employed 
or external resources needed. While managing the cost of doing business is entirely 
appropriate, creating awareness of the fiscal contribution a business makes to the place 
where it conducts its business, the business reasons therefor and the impact of changes to 
the tax structure may assist in creating a better perception for all stakeholders of the 
company’s tax profile. Tax directors could use this information to inform management of 
the overall impact of tax strategies that are being considered or implemented, creating 
better visibility for management and a tool for board room discussions.1  

3.4. Tax simplification tends to be an often-overlooked contributor to improved tax morale. The 
easier it is to be current and compliant from a tax perspective, the more likely it is that 

                                                
1 See also: Tax Management Transfer Pricing Report INSIGHT: The Role of Corporate Taxation Today and 
the UN’s 2030 Sustainable Development Goals. 28 Transfer Pricing Report 18, 1/10/19 by Monique van 
Herksen 

http://www.elexica.com/en/legal-topics/tax/090119-corporate-taxation-2030-sustainable-development-goals
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companies and individuals will be compliant. Thus, assessing what simplification measures 
are available in countries, both from a tax rule and regulation perspective as from a tax 
payment and collection process perspective, the more likely it is that taxes will be paid on a 
timely basis and tax revenue will increase. 

3.5. Finally, in our experience, a well-functioning dispute resolution mechanism, either at 
administrative level (objection/administrative appeal or mediation procedures or more 
sophisticated processes such as advance pricing agreements), judiciary level (competent 
tax courts) or at Ministry of Finance level (tax treaty; competent authority procedures or 
perhaps even access to bilateral investment treaties) is a major driver of confidence in tax 
authorities and supporting tax morale. Tax authorities that allow for review of their own 
determinations in an objective fashion command trust and increased tax morale. 

Conclusion 

 

In the above brief comments, we have attempted to indicate in what (additional) areas improved 

transparency and tax morale might be triggered.  

 

We appreciate the opportunity to comment on behalf of Simmons & Simmons and remain available 

to elaborate on any of the above observations and comments.  

 

Yours sincerely, 
 

Simmons & Simmons LLP 

 

 

 

 
  
 


