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The cost of collecting tax 
 
 
There are serious concerns that the complexity of Britain’s taxes imposes substantial costs 

on families and businesses, but it is also expensive for the Government. Official estimates 

suggest there has been no significant reduction in the costs of raising each pound of 

revenue since 1958 – the year Nikita Khrushchev became Premier of the Soviet Union, and 

when The Bridge on the River Kwai won the Oscar for Best Picture. 

 

It should be much easier and cheaper to collect tax now than in 1958. The first handheld 

calculator was invented nine years later in 1967; the microprocessor was invented in 

1971; Microsoft Windows was invented in 1985; and the World Wide Web was developed 

in the 1990s. But the cost of collecting tax has only fallen by two per cent in just 

over 50 years. 

 

Table 1: Administrative costs for tax functions 

 

Year Administrative costs for tax functions/net 

revenue collections (£ per £100 of revenue) 

1958 1.16 

2001 1.06 

2002 1.11 

2003 1.04 

2004 0.97 

2005 1.10 

2006 1.12 

2007 1.10 

2008 1.12 

2009 1.14 

 

There has been a disappointing failure to match the improvement in productivity seen in 

the wider economy in tax collection. That is likely the result of a combination of the rising 

complexity of the system, and policies like tax credits that have been incorporated into it 

and the range of problems that often lead to inefficiency in bureaucracies. It may also 

partly reflect improvements in the measurement of the cost of collection, though that 

would not explain poor progress recently. 
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Administrative costs for tax functions in the UK in 2009 were substantially higher than in 

other countries too. 

 

Table 2: Administrative costs for tax functions in selected OECD countries, 2009 

 

Country Administrative costs for tax functions/net 

revenue collections (£ per £100 of revenue) 

Switzerland 0.31 

Estonia 0.40 

Sweden 0.40 

Norway 0.50 

USA 0.61 

Germany 0.79 

New Zealand 0.88 

Australia 1.02 

 

 

The UK’s tax system is far too complicated. This places a huge burden on families and 

businesses across the UK and it means a costly administrative bureaucracy. Tweaking at the 

edges does not work. Without an overall strategy for simplification no long-term 

improvement is likely. Under the 2020 Tax Commission proposals the tax system would be 

radically simplified and administrative costs could fall. 

 

Calculating the administrative cost of collecting tax 
 
 The administrative costs for tax functions/net revenue collections (costs per 100 units 

of revenue) for 2001-2009 are taken from Tax administration in OECD and selected 

non-OECD countries: Comparative information series 2010. 
 
 In 1960, Derick Heathcoat-Amory, 1st Viscount Amory and then Chancellor of the 

Exchequer, told the House of Commons that the “cost of collecting taxes in the financial 

year 1958-59” was about “£65 million for the Customs and Excise and Inland Revenue 

together” or, “as a percentage of the revenue collected”, “1.38 per cent in the case of 

the Inland Revenue Department and 0.86 per cent in the case of the Customs and 

Excise Department”.1 Given that the Inland Revenue raised around £3 billion and 

Customs and Excise around £2 billion that year,2 the weighted average by revenue of 

those two figures is 1.16 per cent. 

 

 

 

 

                                                 
1 HC Deb, Vol 616, c781, 2 February 1960 
2 HC Deb, Vol 604, c1-166, 7 April 1959 
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Matthew Sinclair, Director of the TaxPayers’ Alliance, said: 

 

“It’s staggering that we haven’t seen any real fall in the official estimate 

in the cost of collecting tax over half a century. With all the technological 

innovations in between, it’s hard to believe that HMRC’s work costs just 

as much as it did before even calculators were invented. The UK’s tax 

system is broken, and is just as burdensome for the taxman as it is for 

taxpayers.” 
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