12th Edition

The total tax contribution
of UK fnancial services
in 2019

“ In the year to March 2019,
the sector contributed an
estimated £75.5bn to the
UK public fnances – 10.5%
of all UK tax receipts.”

Catherine McGuinness
Chair of Policy and Resources
City of London Corporation

Welcome to the 2019 edition of the Total Tax Contribution (TTC) for the UK fnancial
services (FS) sector. The results from this year’s survey show that, despite a weakening
economic environment and ongoing uncertainty, last year’s record tax contribution from the
FS sector was sustained in 2019.
Produced by PwC, this annual report looks at the contribution from all UK taxes borne and
collected by FS companies. In the year to March 2019, the sector contributed an estimated
£75.5bn to the UK public fnances – 10.5% of all UK tax receipts. This contribution,
comprising £33.4bn of taxes borne and £42.1bn of taxes collected, comes during a
challenging period for the FS sector. Proftability of participating companies declined in this
year’s survey, driving a decrease in corporation tax receipts including surcharge, while other
taxes borne and taxes collected increased – including employment tax receipts.
Employment taxes have always accounted for the largest share of the FS tax contribution.
The sector makes up just 3.2% of the UK workforce, but generates 11.6% of all UK
employment taxes (£34.5bn). With 1.1 million people making this sizeable contribution,
changes in FS employment can have a material impact on tax receipts from the sector and
the public fnances.
This year, we have seen accelerated change in the FS sector as a result of advances in
technology, and we are looking at what impact this may have on FS jobs and business
models in the future. We have witnessed the emergence of challenger banks as a result of
legislative changes bringing greater competition in the banking sector and we analyse their
tax profle for the frst time. These changes have led to consumer benefts, but they may also
impact the sector’s tax contribution in the future.
It is too early to assess how factors including technological developments, regulatory change
and the impact of Brexit will afect the sector’s tax base. But this series of reports, now in
its 12th year, provide us with a long running dataset that builds a picture of the sustained
contribution of UK fnancial services to public fnances and the wider economy. We hope
that this data, which would not otherwise be available in the public domain, serves to enrich
the public narrative and inform constructive debate about the value of the sector to the UK
economy. We thank the participating companies for continuing to support the survey in
record numbers.

Catherine McGuinness
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01

£75.5

bn

Estimated total tax contribution
(TTC) of the FS sector in 2019.
This contribution arises from
taxes borne by fnancial services
frms (£33.4bn) as well as those
collected from their customers
and employees (£42.1bn).
Employment taxes make up the
largest contribution made by
the sector (42.9%), followed by
corporation tax including surcharge
(17.2%) and VAT (16.1%).

The key fndings from the twelfth study
on the total tax contribution of the UK’s
fnancial services (FS) sector, for the year
to 31 March 2019.
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02

£34.5

bn

Total employment taxes
for the FS sector.
Employment taxes per employee
amounted to £31,463 on average per
FS employee, including both taxes
borne and collected.
Digitisation is leading to changing
ways of working, which could affect
the tax profile of FS companies and
their tax contribution in the future.

03

34.3

%

The share of challenger banks’
TTC accounted for by corporation
tax including surcharge.
This compares to 14.9% across
the banking sector, and highlights
differences in the tax profiles across
the sector.
Corporation tax plays a larger
role in challenger banks’ tax profiles,
but their share of employment tax
is lower, reflecting that they are
smaller employers.

05

04

£12.3

bn

10.5

%

The FS sector total corporation
tax receipts including surcharge.

Share of total UK
government receipts.

Corporation tax declined by 9.5% in
2019 compared to 2018, as a result of
falling proftability in particular for the
general insurers.

The FS sector makes a signifcant
contribution to public fnances.

Despite this fall, the FS sector still
accounts for almost a quarter of
all government receipts of UK
corporation tax.

It generates 7.1% of UK GVA but
pays 10.5% of total UK government
receipts. It employs 3.2% of the UK
workforce, yet it generates 11.6% of
employment taxes.
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Executive Summary
The FS sector total tax contribution
was an estimated £75.5bn in 2019.

The Total Tax study, now in its twelfth
year, shows the contribution that fnancial
services (FS) companies are making through
their taxes, and how this changes year on
year as a result of the changing business
and economic environment and new ways
of working.

A steady total tax contribution
despite uncertainty
Data was gathered for this year (to 31st
March 2019) from 52 companies. The survey
participants comprised banks (including
UK, foreign and challenger banks), insurers
(including life and general) and other
fnancial services companies. Together they
jointly employed 38.5% of the UK FS sector
workforce.1 The data shows that despite an
environment of considerable uncertainty, the
tax contribution made has remained broadly
steady at an estimated £75.5bn, compared to
last year’s £75.0bn. This represents 10.5% of
all government receipts for all taxes. However,
the stability in the headline fgure masks more
nuanced changes in individual taxes paid by
the sector.
Employment taxes have always generated the
highest proportion of the FS tax contribution,
particularly for the big banks. This year,
they accounted for 42.9% of the total tax
contribution (TTC), followed by corporation
tax including surcharge at 17.2%. While
employment taxes are the most signifcant
component of the tax contribution overall, they
are generated by a relatively small number of
people. The FS sector employs 3.2% of the
UK’s workforce but generates 7.1% of UK GVA,

10.5% of UK tax receipts overall and 11.6% of
employment taxes. Each employee generates
an average £31K in employment taxes.

Ways of working are changing
This year, FS employment has been particularly
high profle in the context of Brexit, and the
rise of automation. Across the FS sector as a
whole there has been a fall in employment of
0.8%, albeit our survey frms, including some of
the largest frms in the sector, have increased
their employee numbers by 1.4%. Employment
taxes contributed by the FS sector are
estimated to be £34.5bn.
The economy-wide decrease in FS
employment is linked to changing working
practices, which are leading to increased
digitisation and a reduction in the face to face
provision of services, for example through
bank branches. In UK-based banks (mostly
retail banks) employee numbers declined in
our survey as a result of mobile banking. But
this fall was ofset by an increase in employee
numbers in foreign based banks, driven by a
combination of investment in headcount as
a result of Brexit preparations, technology
support and business mergers.

Tax profles difer
across sub-sectors
The impact of changing business models
can be seen most clearly in section 3, in
which for the frst time we compare the tax
profle of established banks with challenger
banks, some of whom are focused on providing
services online.
1 See Appendix 1 for more details on the method and a breakdown of
subsectors included in the survey.
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The FS sector employs 3.2% of the UK’s

Employment taxes have long been a more

workforce but generates 7.1% of UK GVA,

stable source of revenue from the FS sector

10.5% of UK tax receipts overall and 11.6% of

than proft-related taxes.

employment taxes.

This analysis highlights the diferences between the tax
profle of the challenger banks and the more established
banks. Some challenger banks are more dependent
on technology and show higher turnover per employee
on average than more established UK based banks.
Corporation tax including surcharge made up a greater
percentage of their TTC (34.3%) compared to 14.9%
across the banking sector. At the same time, their share
of employment tax was lower at 37.3% compared with
49.7% for banking. In part, this refects that they are
smaller employers – an average of 1,548 employees in the
survey compared with 8,532 for the established banks.
Challenger banks and broader technological
development will infuence business models and ways
of working in the future. PwC analysis estimates a net
impact of around 7% of FS jobs displaced as a result
over the next twenty years – around 77,000 jobs. New
types of jobs are however being created in areas such as
blockchain, big data analytics and cybersecurity.
These changing business models also have an impact on
other taxes. Irrecoverable VAT2 is a signifcant cost for FS
businesses. This year, changing operational models have
resulted in more investment in information technology
and infrastructure, resulting in higher irrecoverable VAT.

Location of employees
and customers matters
Whilst technology will change the nature of employment
in the FS sector, it is worth noting that employment, and
where jobs are located, is not of equal importance as a
driver of tax receipts for all sub-sectors in our survey. For
insurers, taxes such as insurance premium tax (IPT) play
a more signifcant role and are tied to the location of their
customers. So, the impact on TTC of technology driven
changes, and other geo-political changes such as Brexit,

will be diferent across sub-sectors. This has implications
for the public fnances, not least as employment taxes
have long been a more stable source of revenue from the
sector than proft-related taxes, with FS corporation tax
fuctuating in response to the economic cycle, as we saw
for example during the fnancial crisis.

Employment taxes remained stable
The relative stability of employment taxes can also be
seen in this year’s survey results, where employment
taxes have risen but corporation tax receipts have fallen
for the frst time since 2014 – a 9.5% drop – as a result of
falling proftability, in particular for the general insurers.
Falling proftability has also increased the Total Tax Rate
(TTR) – the measure of taxes borne by the companies
compared to commercial proft – to 42.0% from 38.9%.
Despite this fall, the FS sector remained a signifcant
contributor to UK corporation tax receipts including
surcharge – 22.3% of the total.
Overall, then, the FS sector has continued to
play a signifcant role in the UK government’s tax
receipts, with employment taxes remaining the
most important component, even as new ways of
working, operational business models, technological
disruption and the uncertainty from Brexit have the
potential to change the employment profle. Our
analysis of challenger banks and new ways of working
indicates that the tax base could be afected by
technological changes in future years and emphasise
the importance of ensuring the UK remains a
competitive business environment.

2 See the glossary in Appendix 3 for more details.
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01. UK fnancial services sector’s
tax contribution in 2019 and
its key components

8

This study looks at the contribution that
fnancial services companies are making to the
UK public fnances through their taxes, and
how this changes year on year as a result of
the changing economic environment and new
ways of working. It looks beyond corporation
tax, which is often the main focus of attention,
to estimate the total tax contribution (TTC) of
companies in the sector, including other taxes,
such as employment taxes, VAT, stamp duty,
among others.

Total tax contribution for 2019
We estimate that the UK fnancial services
sector’s total tax contribution was around
£75.5bn in the year to 31 March 2019,
representing 10.5% of government receipts
for all taxes. This uses data on tax payments
provided by the 52 companies participating
in the 2019 study and extrapolates this to the
sector as a whole, as set out in Figure 1.

It is the only study that looks at the TTC of
the whole fnancial services (FS) sector – from
banks (UK, foreign and challenger banks), to
insurers (life and general) and other fnancial
services, such as asset management. The
results provide information that would not
otherwise be in the public domain and
demonstrate the signifcant contribution
made by the FS sector to the UK Government
particularly through employment taxes.

We estimate that the UK fnancial
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services sector’s total tax
contribution was around £75.5bn
in the year to 31 March 2019,
representing 10.5% of government
receipts for all taxes.

The total tax contribution

This contribution arises from

Data on tax payments was

(TTC) of £75.5bn in 2019 has

taxes borne by fnancial

provided by 52 companies

remained broadly steady

services frms (£33.4bn)

jointly employing 38.5% of

compared to 2018.

as well as those collected

the FS workforce.

from their customers and
employees (£42.1bn).

Figure 1: Total tax contribution of the UK FS sector in the year to 31 March 2019
FS companies in the
study 2019

Extrapolated to the
FS sector 20193

% of government
receipts 20194

£ billions

£ billions

%

Corporation tax

3.9

10.4

Bank levy

2.2

2.6

Bank surcharge

1.0

1.9

Other taxes borne

9.6

18.5

Total taxes borne

16.7

33.4

4.6%

Total taxes collected

17.7

42.1

5.9%

Total tax contribution

34.4

75.5

10.5%

Taxes borne

3 Extrapolation is based on HMRC fgures for corporation tax (CT), bank surcharge and bank levy receipts from
the sector (see references in Appendix 1), as well as the trend data for the companies participating in the study.
Extrapolation uses the ratios of (1) CT, surcharge and bank levy to taxes borne; and (2) CT, surcharge and bank levy to
taxes collected for diferent FS sub-sectors, as established in the study. The extrapolation totals for taxes borne, taxes
collected and TTC are estimates, while the extrapolation totals for corporation tax, bank levy and the bank surcharge
are from HMRC published data.
4 Government receipts are from the Ofice for Budget Responsibility (OBR) ‘Economic and fscal outlook’, alongside
Budget 2019, Table 2.8 Current receipts (on a cash basis).
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Employment taxes make
up the largest contribution
made by the sector overall
(42.9%), followed by
corporation tax including
surcharge (17.2%) and
VAT (16.1%).
Figure 2: Key components of FS total tax contribution in 2019

2.5%

42.9%

Others

All employment taxes

2.7%

Bank levy

2.9%

17.2%

Stamp duties

Corporation tax (inc. surcharge)

7.8%

Insurance premium tax

16.1%

7.9%

VAT

Tax deducted at source
Source: Survey participants. Chart shows average result.5

A look at the key components of fnancial services’ total
tax contribution shows that employment taxes make
up the largest contribution made by the sector (42.9%),
followed by corporation tax including surcharge (17.2%)
and VAT (16.1%) (Figure 2).
The TTC comprises taxes borne and taxes collected.
Taxes borne are all the taxes levied on a company,
which are a cost to the business and will afect its
fnancial results, such as employer national insurance
contribution (NIC) or corporation tax.

Taxes collected are generated from the jobs FS
companies create and the services they provide to
customers, and are part of their indirect contribution to
tax revenues. These taxes are collected from employees
as well as customers, and companies are responsible for
administering and paying these taxes to the government.
Employee income tax and net VAT are examples of taxes
collected. We look at these in more detail below.

5 The methodology gives equal weight to each company included and the profle for
individual sub-sectors may difer.
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Employment taxes
remain the largest tax borne
(29.1%) closely followed by
corporation tax including
bank surcharge (28.4%).

Figure 3: Taxes borne by FS companies in 2019

0.9%

Other taxes borne

4.3%

Stamp duties

29.1%

Employment taxes borne*

4.8%

Bank levy

7.1%

Business rates

28.4%

Corporation tax (inc. surcharge)

25.4%

Irrecoverable VAT

Source: Survey participants. Chart shows average result. *Employment taxes borne includes employers national insurance
contributions (NIC), PAYE settlement agreements (PSA) and net apprenticeship levy.

Taxes borne in 2019

Even when looking just at taxes borne, employment
taxes remain the largest component (29.1%), closely
followed by corporation tax including bank surcharge
(28.4%, Figure 3).

In short, while much attention is often on the corporation
tax paid by companies, this is not the largest or only tax
borne. For every £1 of corporation tax paid, £2.46 is paid
in other taxes borne.

Some taxes borne are sector specifc, such as the
bank levy and the bank surcharge. Other taxes, such
as irrecoverable VAT, while not exclusive to the FS
sector, represent a signifcant share of their taxes borne
(25.4%).6 Irrecoverable VAT arises because many FS
activities are VAT exempt, so companies cannot recover
the VAT they incur on their purchases.

6 For further details of individual taxes, please see the glossary in Appendix 3.
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Taxes collected in 2019
Figure 4 shows the profle of the taxes collected by the
companies in the study. As is the case with taxes borne,
employment-related taxes make up the largest element
of taxes collected by the FS sector. Employee income tax
(55.9%) and employee national insurance contributions
(11.5%) together account for over two thirds of taxes
collected.

Employee income tax

This is followed by taxes deducted at source (13.0%),
e.g. tax deducted from annuities paid by life insurers,7
and sector specifc taxes, such as insurance premium
tax (10.4%), which is a tax collected by general insurance
companies on insurance premiums.

FS companies.

(55.9%) and employee
national insurance
contributions (11.5%)
together account for
over two thirds of
taxes collected by

Figure 4: Taxes collected by FS companies in 2019

55.9%

Employee income tax (PAYE)

2.1%

Stamp duty reserve tax

7.1%

Net VAT

10.4%

Insurance premium tax (IPT)

13%

Tax deducted at source

11.5%

Employee NIC

Source: Survey participants. Chart shows average result.

7 See the glossary in Appendix 3 for details on
diferent taxes.
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Trends between 2018 and 2019
The TTC of the FS sector of £75.5bn
in 2019 is broadly similar to the
contribution in 2018 of £75.0bn.
However, the stability in the headline
fgure masks more nuanced changes
in individual taxes paid by the
sector. Figure 5 shows a decrease in
taxes borne of 2.1% between 2018
and 2019, which was ofset by an
increase in taxes collected of 4.5%.
This is based on a comparison of the
43 companies who provided data for
both the 2018 and 2019 studies.
Corporation tax, including the bank
surcharge, was the main driver
of the decrease in taxes borne,
refecting a fall in profts across the
sector, largely driven by the general
insurers. The reduction in the bank
levy that was paid by 13 banks in
the study further contributed to
the fall in taxes borne. The increase
in irrecoverable VAT, the result
of a change in VAT grouping for
banks and increased investment in
technology, partly helped to ofset
the overall drop in taxes borne.
In the case of the increase in taxes
collected of 4.5%, this was mainly
driven by net VAT and employee
income tax deducted under PAYE
(see section 3).

Figure 5: Trends in taxes borne and collected in 2018/19
% points increase/decrease 2018/19

Taxes borne
Corporation tax

-4.2%

Bank levy

-2.1%

Bank surcharge

0.4%

Other taxes borne

0.5%

Employers’ NIC

0.6%

Irrecoverable VAT

2.7%

Total taxes borne

-2.1%

Taxes collected
Net VAT

1.8%

Employee income tax (PAYE)

1.2%

Insurance premium tax

0.8%

Tax deducted at source

0.4%

Employee NIC

0.2%

There was a decrease in
taxes borne of 2.1% between
2018 and 2019, which was
ofset by an increase in taxes
collected of 4.5%.

Stamp duty reserve tax

Total taxes collected

0.1%
4.5%

Source: Based on 43 survey participants that provided data in both 2018 and 2019.
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02. The signifcance of
employment taxes in the face
of changing ways of working

The FS sector generated total

Digitisation is leading to changing

employment taxes of £34.5bn.

ways of working, which could afect

Employment taxes amounted
to £31,463 on average per

the tax profle of FS companies and
their tax contribution in the future.

FS employee, including both
taxes borne and collected.
Employment and job creation are important
ways in which the FS sector contributes to
the UK economy. Employment taxes account
for the largest share of taxes borne and
collected by FS companies. These taxes
provide a more stable source of revenue
for the government than corporation tax
receipts, which can be volatile and depend
on proftability and the economic cycle.
This year, FS employment has been
particularly high profile in the context of
Brexit and with digitisation leading to
changing ways of working and a reduction
in face to face provision of services, for
example through bank branches. Across the
UK economy, the FS sector has seen a fall
in employment of 0.8%8 largely driven by
the banking sector and technology driven
changes to jobs. It is against this backdrop
that we look at the contribution of the FS
sector to employment taxes in 2019.

8 Ofice for National Statistics, ‘Labour market statistics’, October 2019
– counting both private and public sector together.
9 Extrapolation has been carried out using average employer NIC per
employee, employees NIC and PAYE per employee for the employees
in diferent sub-sectors of the study, together with trends in
employment taxes per employee. Extrapolation is an estimate only.
10 Ofice for National Statistics, ‘Labour market statistics’, October 2019
– counting both private and public sector together.
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Employment taxes paid
by the FS sector as a whole
Using our study data, we estimate that the
FS sector generates total employment taxes
of around £34.5bn.9 While employment taxes
are the most signifcant component of the FS
contribution overall, they are generated by a
relatively small number of people. The sector
employs 1.1m employees or 3.2% of the total
UK workforce,10 yet it contributes 11.6%11 of
government tax receipts from employment.
Another way of looking at this is the amount
paid to the public fnances in employment
taxes for every employee. Employment
taxes per employee amounted to £31,46312
on average, including taxes borne by
the companies and those collected
from employees.

11 Calculation of the proportion of government receipts is the
extrapolated employment taxes as a percentage of government
receipts for income tax under PAYE (excluding self-assessment) and
all NIC receipts.
12 The average employment tax per employee was calculated by taking
the total employment taxes for the survey population and dividing it
by the total number of employees in the population.

Trend in employment taxes
between 2018 and 2019
Perhaps counterintuitively, given it
contrasts with the trend depicted by
labour market statistics for the FS
sector as a whole, the companies
in the study saw the total number
of employees increase by 1.4% and
employment taxes rise by 3.2%,
while wages and salaries decreased
by 0.8% (Figure 6).
The changes in employment in the
survey were driven by the banks.
UK based banks (mostly retail
banks) experienced a decline in
the number of employees as a
result of increased use of mobile
banking and a reduction of face
to face service provision, whereas
foreign based banks experienced
an increase in the number of
employees. This was driven by
the combination of investment in
headcount for Brexit preparations,
technology implementation support,
business mergers and changes to
the business model. However, this is
unlikely to be a refection of a longterm trend. The decrease in wages
suggests an increase in the level of
junior staf.
Therefore, the diferences between
our survey employment (1.4%
increase) and government labour
market statistics (0.8% decrease)
is mainly driven by this increase in
employment observed in foreign
banks in our survey, explained above.
The latter make up a large share
of our sample, while labour market
statistics are for the sector as a
whole and include a diverse range
of smaller companies.
Changes in employment
in the FS sector
Technological development has
been infuencing the TTC of the
fnancial services sector over the last
decade, particularly with the growth
of online services contributing to
the closure of high-street branches.

Figure 6: Trend in survey participants’ number of UK employees,
wages and salaries and employment taxes in 2018/19

3.2%

3%

2%

1%

1.4%

0%

-0.8%

-1%
% change
2018/19

Number of
UK employees

Wages
and salaries

Employment
taxes

Source: Survey participants that provided data in both 2018 and 2019.

However, the associated job losses
have largely been restricted to the
lower-end of the pay scale and have
been ofset by the creation of new
jobs over this period, so whilst there
has been an impact on employment
taxes and property taxes, the overall
efect on the TTC profle has been
relatively minor to date.
Looking forward, we expect the
impact from technological change to
gather pace as a result of the growth
in artifcial intelligence (AI) and
robotics. The impact on jobs is likely
to be spread across the pay scale,
with technology increasingly being
used across a range of functions,
from customer support, regulation
and risk compliance, cash fow
forecasting through to trading and
wealth management. Although FS
jobs are thought to be at relatively
high risk of disruption,13 the majority
of displaced jobs are expected to
be ofset by the creation of new
jobs. PwC analysis14 estimates a
net impact of around 7% FS jobs
displaced over the next twenty years.
This represents around 77,000 jobs.
Depending on the types of jobs at
risk, this could result in £1bn less

employment tax if the average wage
of displaced jobs is £50,000, or
£4.6bn less employment tax if the
average wage of displaced jobs is
£150,000.
New jobs are likely to be
created in the development and
implementation of products and
services involving AI and emerging
technologies such as blockchain,
big data analytics and cybersecurity.
In addition, growth is expected
in roles requiring skills that are
complementary to AI, such as
relationship managers, and sales
and account management staf who
have a good combination of digital
and interpersonal skills.
Technological disruption is not the
only factor posing a risk to FS jobs
– a slowing global economy, political
uncertainty and changing trade
relationships may also infuence
FS jobs in the coming years.

13 Note that estimates of the proportion of jobs at
signifcant long-term risk of automation vary widely.
14 PwC UK Economic Outlook, July 2018, p.42, table 4.1.
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03. Comparing the diferent tax
profles for banks, challenger
banks and insurers
The share of challenger

Corporation tax

Employment tax

banks’ TTC accounted

plays a larger role

accounted for 37.3%

for by corporation tax

in challenger banks’

of challenger banks’

including surcharge

tax profles, but their

TTC compared with

amounted to 34.3%,

share of employment

49.7% for banking,

compared to 14.9%

tax is smaller.

refecting that they
are smaller employers.

across the banking
sector.

Sub-sectors across FS have diferent
tax profles. This section considers
key diferences between both banks
and insurers and then banks and
challenger banks, exploring the
reasons for these diferences. It
considers the impact on the TTC
of the FS sector highlighting why, for
example, moving banking operations
abroad might have a greater impact
on tax paid in the UK than moving
insurance operations.

Figure 7: Comparison of TTC profle of insurers
and banks
100%

8.4%

90%

49.7%

52.5%

80%
70%
60%
50%

41.9%

40%

Tax profles for banks
and insurance companies
Location of employees and
customers plays a diferent role for
the two major sub-sectors of the
FS sector, banks and insurers. The
TTC from banks is more dependent
on employment taxes, which are
reliant on the country in which
employees and business operations
are located. 49.7% of banks’ TTC
comes from employment taxes
borne and collected but only 20.6%
for insurers (Figure 7).

Taxes
collected
from
customers

Taxes reliant on
location of
business

20.6%

30%

26.9%

20%
10%
0%

Banks
IPT & tax deducted at source,
other taxes collected

Insurers
Corporation tax, VAT & other
taxes borne

All employment taxes

Source: Taxes borne and collected for the banking sector15 and
insurers study participants – chart shows the average for insurers
in the study.

15 UK Finance, 2019 Total Tax Contribution of the UK banking sector, 2019,
based on data provided by 41 banks operating in the UK.
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By contrast, the TTC of insurance
companies is more dependent on
customer-related taxes, such as
insurance premium tax (IPT) and tax
deducted at source. Therefore, the
TTC is dependent on the location of
customers. Overall, taxes collected
from customers account for over
half (52.5%) of the TTC of insurers,
with IPT its largest component.
Tax deducted at source is also a
signifcant component of their taxes
collected, due to PAYE deducted
by insurance companies who
administer pension funds.16 In the
case of banks, only 8.4% of their
TTC comes from customer-related
taxes.
The rise of challenger banks
2019 is the frst year that we have
analysed the tax profle of challenger
banks as a separate sub-sector.
Challenger bank is a broad term
that is often used to describe a
diverse range of new banks. For the
purpose of our TTC analysis, our
defnition covers retail banks that
have emerged since 2010, digitalonly banks, non-bank brands and
specialist banks.
There has been a surge in new
challenger banks in recent years,
bringing new business models and
greater choice and fexibility for
consumers. Challenger banks are
more dependent on technology
than traditional banks and their
emergence has been facilitated by
regulatory changes over the last six
years aiming to open the banking
market to new entrants and to
encourage innovation. In 2013 the
process for acquiring a banking
licence was simplifed and capital
requirements were lowered for
new banks. In January 2018, Open
Banking came into force, requiring
the largest banks to allow third
party providers direct access to their
customer data (subject to receiving
consent from the customer).

Figure 8: Comparison of TTC profle
of challenger banks and the banking average

100%

4.3%

3.7%

8.6%

21.6%

90%

5.4%
80%

16.5%

70%

34.3%
14.9%

60%
50%

49.7%

40%

37.3%
30%

20%
10%

0%

Challenger banks

All banks

All employment taxes

Stamp duties

Corporation tax (inc surcharge)

Bank levy

VAT

Other taxes

Insurance premium tax

Source: Taxes borne for the banking sector17 and challenger bank study participants. Chart
shows the average for challenger banks in the study.

In terms of their total tax
contribution profle, challenger banks
and established banks are noticeably
diferent. Corporation tax including
surcharge made up a third (34.3%)
of challenger banks’ TTC, more than
double the share across banking
(14.9%) (Figure 8). This is due to
a number of factors; for example,
challenger banks are sometimes
more reliant on technology and
employ fewer people. On average,
for survey participants, turnover
per employee for challenger banks
was 45% higher than the equivalent
fgure for other UK based banks
(mostly retail banks).

Employment taxes account for a
lower share of challenger banks’
TTC compared to the banking
sector overall, 37.3% against 49.7%.
This is partly because challenger
banks are smaller employers
with each challenger bank in the
study employing, on average 1,548
employees, compared to 8,352
employees in the banking sector.18

16 See the glossary in Appendix 3 for more details.
17&18 UK Finance, 2019 Total Tax Contribution of the
UK banking sector, 2019, based on data provided
by 41 banks operating in the UK.
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04. Corporation tax –
trends and comparison
to other sectors

Corporation tax is often the focus of attention
on the tax afairs of large business – although
it’s no longer the largest overall tax borne
for FS companies as it was in 2007 when
the survey started. This section looks at
corporation tax paid by the FS sector in
more detail, and puts it in the context of
the wider economy.
Total corporation tax paid by the FS sector
Government fgures show total corporation
tax receipts including surcharge from the FS
sector of £12.3bn in 2019. This represents a
decrease of £1.3bn (9.5%) compared to 2018,
and the frst drop since 2014. For survey
participants, corporation tax payments
including surcharge decreased as a result of
falling proftability, particularly, in the general
insurance sector. Despite this fall, the FS
sector remained a signifcant contributor to
UK corporation tax receipts – almost a quarter

(22.3%) of all government receipts of UK
corporation tax including bank surcharge.
Figure 9 puts the corporation tax paid by the
FS sector in the context of the whole of the
UK economy. The FS sector makes the largest
contribution in corporation tax compared to
the manufacturing, distribution and oil & gas
(North Sea) sectors, but is the only one, among
these sectors, where corporation tax payments
declined in the latest year.
Figure 9 also shows that the corporation tax
receipts for the fnancial services sector are
particularly cyclical, dependent on proftability
and the economic cycle.

Corporation tax receipts decreased
by £1.3bn between 2018 and 2019.
This was the frst drop since 2014.
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The FS sector total

Corporation tax declined

Despite this fall, the FS

corporation tax receipts

by 9.5% in 2019 compared

sector still accounts for

including surcharge

to 2018, as a result of falling

almost a quarter of all

amounted to £12.3bn.

proftability particularly for

government receipts of UK

the general insurers.

corporation tax.

Figure 9: Government corporation tax receipts including surcharge by business sector
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Source: HMRC T11.1A Corporation tax, bank levy and bank surcharge net receipts 1999-00 to 2018-19
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Our analysis of challenger banks and new
ways of working indicates that the tax base
could be afected by technological changes
to business models in future years.
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FS share of UK workforce

FS share of UK employment taxes

FS share of UK gross GVA

The FS sector makes a signifcant
contribution to public fnances. It
employs 3.2% of the UK workforce,
but pays 11.6% in UK employment
taxes. It generates 7.1% of UK gross
value added (GVA) , but pays 10.5%
of total UK government tax receipts.
FS companies support suppliers,
provide jobs, invest in infrastructure,
technology and research and
development which provide benefts
to the wider economy. They generate
economic value through sales and
services supplied to customers. Value
is distributed to the government
in taxes borne and collected, to
employees in wages and salaries,
and is retained in the business
for reinvestment or distributed to
shareholders. Almost half (45.9%) of
this ‘value distributed’ is paid to the
government in taxes.
Looking forward, these measures will
almost certainly change. Legislative
changes, technological innovation
and the uncertainty surrounding
Brexit are all expected to have
some impact on the TTC of the

sector. Technological innovation will
drive improvements in productivity
within fnancial services, but is
also likely to have a transformative
efect on operating models and
on employment. It ’s too early to
predict whether the net impact will
be to increase or decrease overall
FS employment, but growth in
automation and robotics is likely
to have an impact on the profle of
jobs in these companies, and may
also impact the employment tax
contribution as a result.
Overall, the FS sector has continued
to play a signifcant role in the UK
government ’s tax receipts, with
employment taxes remaining the
most important component of
this. Our analysis of challenger
banks and new ways of working
indicates that the tax base could be
afected by technological changes
to business models in future years
and emphasises the importance
of ensuring the UK remains a
competitive business environment.

FS share of UK
government tax receipts
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Appendix 1.
Total tax contribution of the
UK FS sector – overview and
methodology

Data was provided by 52 FS
companies on all their UK tax
payments for the accounting year
ending March 2019. The results are a
measure of cash taxes paid, covering
both taxes borne by companies and
taxes collected from employees and
customers. PwC has anonymised
and aggregated the data provided
by the FS companies to produce
the study results. PwC has not
verifed, validated, or audited the
data and cannot therefore give any
undertaking as to the accuracy of
the study results. Where we refer to
data published by the government
and HMRC, this is clearly indicated.

The 52 companies in the sample
include diferent fnancial services
sub-sectors: banks (including UK,
foreign and challenger banks),
insurers (including life and general)
and other fnancial services sectors
(asset managers, including of real
estate assets, and investment
services) jointly employing 38.5%
of the UK FS sector workforce.
Figure 10 below provides a
detailed breakdown.

19 The real estate subsector includes those acting
as asset managers of real estate assets.
In general, UK based banks are retail banks
and foreign banks are investment banks.

Figure 10: Survey participation by sector19

5.8%

Other financial services

9.6%

Life insurance

23.1%

Foreign based banks

7.7%

Real estate

15.4%

11.5%

UK based banks

11.5%

15.4%

Asset managers / investment services

Challenger banks
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Insurance

Figure 11: Taxes borne and collected in the
year ending March 2019 by survey participants
Taxes borne
Proft taxes

Property taxes

£ million
Corporation tax

3,829.5

Bank surcharge

1,004.5

Bank levy

2,248.0

Business rates

651.6

Stamp duty land tax

124.8

Stamp duty/stamp duty reserve tax
People taxes
As mentioned in section 2,
extrapolation is used to estimate
the total tax contribution for the
FS sector. This is based on
government fgures for corporation
tax, bank surcharge and bank levy
receipts from the sector as well as
on the trend data for the companies
participating in the study.20 The
extrapolation totals for taxes
borne, taxes collected and TTC are
estimates, while the extrapolation
totals for corporation tax, bank levy
and the bank surcharge are from
HMRC published data.
Finally, Figure 11 provides the fgures
for taxes borne and collected for our
survey participants.

PSA (tax on benefts)
Employer NIC
Apprenticeship levy (net of use)

Product taxes

Planet taxes

Irrecoverable VAT

509.0
63.1
3,556.1
94.3
4,509.6

Insurance premium tax

14.1

Air passenger duty

9.5

Fuel duties

3.8

Vehicle excise duties

45.4

Customs duties

61.4

Landfll tax

0.9

Carbon reduction commitment

9.2

Climate change levy

7.8

Total taxes borne

16,742.6

Taxes collected
Proft taxes

Tax deducted at source21

Property taxes

Stamp duty reserve tax

People taxes

Employee income tax / PAYE

8,818.1

Employee NIC

2,010.1

Product taxes

Net VAT

3,054.0
814.1

817.4

20 Government fgures for corporation tax, bank
surcharge and bank levy receipts from the sector
are from HMRC T11.1A “Corporation tax, bank levy
and bank surcharge net receipts” and HMRC
“PAYE and Corporate Tax receipts from the banking
sector: 2019”.

Total taxes collected

17,687.9

21 Tax is deducted at source from, for example, interest,
royalties, subcontractors, PAYE on annuities,
withholding tax on Property Income Dividends
and others (see Appendix 3).

Total tax contribution

34,430.5

Insurance premium tax

2,174.2
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Appendix 2.
Comparison of the
twelve study results

This is the twelfth study we have
carried out for the City of London
Corporation. The purpose of all
twelve studies is to estimate the
size of the contribution that the FS
sector makes to tax revenues in the
UK, how this has changed over time,
and how it has been afected by the
economic climate and changes in
government policy.
The main change across the twelve
years is that the sector’s tax profle
has shifted away from taxes that
are more dependent on proft, such
as corporation tax, towards taxes
that are a more stable revenue
source for the government, such
as, employment taxes. In 2007,
corporation tax was 40.8% of total
taxes borne, while employment taxes
borne accounted for only 21.3%.
By 2019 this had changed, with
employment taxes borne accounting
for the largest share of all taxes
borne –29.1% –, and corporation tax
(including surcharge) decreasing to
28.4% (Figure 12).
This changing profle was driven by a
decrease in statutory corporation tax
rate, and the legacy of the fnancial
crisis. An increase in the rate of NIC
afected employment taxes over the
same period. Changing operational
models also had an infuence on
the tax profle, particularly for
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irrecoverable VAT. For example,
FS companies have invested in
IT and infrastructure, outsourced
administrative business functions
and moved towards employing more
contractors following the fnancial
crisis, all of which have increased
the cost base and irrecoverable

VAT. Lastly, new taxes that are not
proft-related have been introduced,
such as the bank levy and the
apprenticeship levy.

Figure 12: The changing profle of the tax system
from 2007 to 2019: Taxes borne
Extrapolated
amount

£33.4bn

£32.8bn

100%

4.8%
7.1%
4.3%
25.4%

6.5%

90%

10.8%

80%

19.1%

70%
60%

21.3%

29.1%

50%
40%

40.8%

30%

28.4%

20%
10%
0%

2007

2019

Corporation tax

Business rates

Employment taxes borne

Bank levy

Irrecoverable VAT

Other taxes borne

Stamp duties

Source: Survey participants providing data in each year.

12th Edition — The total tax contribution of UK financial services in 2019

Further, changes in tax rates have afected both the
profle of taxes (Figure 12) and the total tax take (Figure
13). Below is an overview of key changes in rates over
the last twelve years, which shows that while the rate of
corporation tax has fallen, the rates for three other key
taxes have increased:
•

The rate of corporation tax has fallen
incrementally from 30% in 2007 to 19% in 2018;

•

The rate of VAT increased from 17.5% in 2009 to
20% in 2011;

•

Employer NIC rates increased from 12.8% to
13.8% in 2011;

•

The standard rate of insurance premium tax (IPT)
increased from 9.5% to 10% in October 2016, and
then to 12% in June 2017.

In addition to changes in tax rates, several new taxes
have been introduced; most recently, the apprenticeship
levy came into force in 2017 at 0.5% of the pay bill.
Further, two taxes introduced over the last ten years
specifcally afected banks. The bank surcharge of 8%,
borne by banks and introduced in 2016, has been a factor
in the increase in TTC in both 2017 and 2018. The bank
levy – introduced in 2011 – helps explain the increase in
the TTC between 2011 and 2016 (Figure 13).

Economic factors also underpin changes in fnancial
services’ TTC. Between 2018 and 2019 the TTC remained
stable, despite the climate of uncertainty and it is the
ninth consecutive year where the TTC has grown or
remained stable. Receipts from employment taxes have
increased signifcantly over the years as have receipts
from irrecoverable VAT for the reasons set out above.
Prior to that – between 2007 and 2010 – the impact of
the fnancial crisis is evident in the fall in TTC (Figure
13). This was partly driven by a fall in profts leading to
lower corporation tax payments, but also refects other
factors, such as, some job losses in the sector reducing
employment taxes in the 2010 study.
Finally, the TTC as a share of total government receipts has
also decreased slightly between 2018 and 2019 – from 10.9%
to 10.5%. This recent decrease is the result of a stable TTC
from fnancial services, broadly unchanged from last year,
against growing overall government tax receipts (largely
driven by rising employment and the resulting increases in
receipts from income tax and NICs). Over the last twelve
years the fnancial service sector’s TTC, as measured by our
survey, have consistently made up between 10% and 14% of
the UK’s tax take (Figure 13).
Overall, the fnancial services sector has been a
signifcant and stable contributor to the UK’s tax take
over the years that this study has been running, with the
trend in the estimated overall contribution varying in
response to economic as well as legislative factors.

10.5%

10.9%

14%

11.0%

11.5%

11.0%

11.5%

11.7%

12.1%

11.6%

£100bn

11.2%

12.1%

13.9%

Figure 13: Comparison of the twelve study results
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Source: Extrapolated totals in each survey.
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Appendix 3.
Glossary of taxes

This appendix provides further detail on selected individual
taxes and the colour wheel below visualises the colour code
used to identify the diferent types of taxes borne and collected
throughout the report charts.

Figure 14: Colour code used to identify the diferent types of taxes paid by FS companies

Other

Total tax contribution

Stamp duty

All employment taxes

Stamp duty reserve tax
Corporation tax, VAT
& other taxes borne
Corporation tax (inc surcharge)
Business rates
Bank levy

Employment taxes collected
Employee income tax / PAYE
Employee NIC
PSA & employers NIC
(employment taxes borne)
IPT, tax deducted at source
& other taxes collected

All VAT

Insurance premium tax

VAT net

Tax deducted at source

VAT irrecoverable
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Taxes borne include:

Description

Bank surcharge

This was introduced in 2016 and is an 8% surcharge tax on the taxable profts
of banks.

Bank levy

This was introduced in January 2011, designed to encourage banks and building
societies to adopt less risky funding profles. It is charged as a percentage of
total chargeable equity and liabilities, with a higher rate applying to short term
(and therefore higher risk) equity and liabilities than to long term ones.

Irrecoverable VAT

When a business supplies goods and services to its customers it generally
charges VAT, and ofsets against this any VAT it has incurred on purchases
used to run the business (input VAT). Where the services ofered by a company
are VAT exempt, VAT is not charged to customers. This is the case for many FS
activities and therefore FS companies cannot recover their input VAT, leading to
irrecoverable VAT.

Apprenticeship levy

This was introduced in 2017 and is a levy on UK employers with annual pay
bills in excess of £3m, at 0.5% of the annual pay bill. The revenue from the
apprenticeship levy is intended to fund new apprenticeships, and the amounts
claimed by participants to pay for apprenticeship training is also captured by
the TTC framework. 43 companies paid total apprenticeship levy of £128.7m in
this year’s study. Thirteen companies reported using £34.4m of the levy to fund
apprenticeships. Net apprenticeship levy is the amount of levy paid less the
amount of the levy used to fund apprenticeships.

Taxes collected include:
Tax deducted at source

Tax is deducted at source on certain payments made by fnancial services
companies and paid to HMRC. Tax is deducted at source from:
• royalty payments
• interest paid to companies in some circumstances
• PAYE deducted by insurance companies who administer pension funds
• property income distributions made by real estate companies
• subcontractors.

Insurance premium tax (IPT)

This is collected by insurance companies on insurance policies sold (excluding
life insurance policies).

Stamp duty reserve tax (SDRT)
and stamp duty (SD)

Stamp duty reserve tax is paid on shares traded electronically. It is a tax borne
where a company trades shares on its own account and a tax collected where a
company trades shares on behalf of a third party.
Stamp duty is paid on shares traded using a physical document.

Net VAT

Companies account for VAT on their value added, i.e. output VAT charged on
the services FS companies sell (where these aren’t exempt services) less input
VAT. Net VAT is treated as a tax collected.

PAYE settlement agreements

A PAYE settlement agreement (PSA) enables employers to make a single
annual payment to HMRC to settle all tax and NIC due on certain expenses and
benefts provided to employees.
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