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Articulated question: Does online firm's tax have a tax advantage?
[bookmark: _Toc503306335]Introduction 
Taxes are what people and business pay as the government needs to have in place sustainable and enough funding to help with public investments and social programs in order to help in promoting the economic growth and development of the country. Taxation thus plays a very crucial role as it is the major ingredient that forms the social interaction between the economy of a country and citizens which in the process builds an effective government. Through taxes a country is able to pay for the public goods and services. The process through which taxes are raised and they are spent usually shapes the legitimacy of the government and this is achieved through the government promoting its accountability to the paying tax citizens (Davis and Benamati, 2012). In order for governments to be able to collect enough revenues they must design tax compliance systems that help in encouraging the taxpayers to participate in tax remittance. This assignment is aimed at researching and analysing whether online firm tax have a tax advantage.
[bookmark: _Toc503306336]Discussion
Tax advantage is the economic bonus that applies to specific investments or accounts that are either tax reduced tax free or tax deferred. Governments usually establish tax advantages to help in encouraging businesses and individuals so as to contribute to money that is used for public interests. Tax advantages are of great importance as they help in putting pressure on businesses and pension schemes online retailers usually have no physical presence and thus they are able to cut on their costs unlike the offline retailers. thus because of the reduced costs that the online retailers experience they are able to avoid charging customers sales’ taxes as compared to the offline retailers who are forced to tax the customers when purchasing their products due to the extra costs that the corporations incurs and the increased tax rates from the government.
Sales taxes are real in both the UK government and in businesses and this occur when an individual makes a purchase at any store where the offerings in the company are subject to government taxation (Deitel and Steinbuhler, 2011). A business organisation is usually required by government to collect tax on its behalf but rules usually change when people shop online. The online retailers usually collect taxes on some products and not all of their products and this is a discrepancy that is being argued by business organisations that have their physical presence. Offline retailers argue that a federal regulation should be put in place that requires that online retailers to collect taxes on all the products and services that they offer to their customers.
Online retailers usually take advantage of the low costs so as to undercut the offline businesses that face not only the staffing costs, higher energy and business rates and this in turn causes the government to raise its tax so as to collect huge revenues (Jensen, 2008). This does not stimulate growth in the offline companies as they are taxed heavily and thus Cheshire the chairman for the British Retail Consortium is the forefront campaigning for decreased tax rate for organisation. According to the BRC the business rates are likely to rise by 2.6% and this will cost business the loss of huge revenues due to the increased taxation rate. The amount of revenues raised by the government through tax matters a lot as it is used for investment and economic growth. When the government charges high taxes companies such as Kingfisher are likely to incur huge expenses and thus high taxes are likely to result into fewer businesses that are formal and low private investment. The government by keeping tax rates that is reasonable it is able to encourage growth and development of the private sector and in the formalization of the business organisation. The imposing of high taxes is likely to causes companies to close some of the stores or their operations in other countries due them paying huge taxes from their revenues.
People and businesses have always known that a physical store has positive impact on the customers than the online stores but the case is usually different if it is viewed through the tax perspective (Khan, 2007). According to the rules, the retailers are supposed to collect 10% sales tax on every business transaction and the government levies the rule strictly on physical businesses. Thus the online retailers have been able to hide behind the outdated tax system and thus they do not collect the sales tax on all its products and services and in the process they are able to offer their customers competitive prices unlike the offline businesses. Customers are also able to use the physical presence of the businesses as showroom to look at the products physically in ordering them online with the aim of them avoiding the sales tax. Thus the loop hole in sales tax is one of the benefits that online retailers are enjoying. The retail market has become highly competitive and the increases in tax rate have a very great impact on businesses and the choice of the customers. The tax loophole affects the sales of the offline retail businesses and it gives advantages to the online retailers or stores. 
[bookmark: _Toc503306337]Interpretation 
The tax policy in the UK needs to be improved so as to ensure that both the online retailers and the offline business are collecting the sales tax. It is very unfair for the retail businesses to collect sales tax for the government alone and the retailer in the market should be allowed to compete on the trade attributes such as customer service and prices and not only on the government-imposed sales taxes. A sale of a product or a service is a sale whether it takes place in the business or online and thus the tax rule should applied equally (Koberg and Chusmir, 2012). This is because when customers shop online the rules change because the online retailers usually collect sales taxes on some products and not all products. The amount of revenues raised by the government through tax is very important as the collected revenues are used for investment and economic growth. Thus, when the government charges high taxes companies such as Kingfisher are likely to incur huge expenses and thus high taxes are likely to result into fewer businesses that are formal and low private investment (The Guardian, 2013). The government by keeping tax rates that is reasonable it is able to encourage growth and development of the private sector and in the formalization of the business organisation. The imposing of high taxes is likely to causes companies to close some of the stores or their operations in other countries due them paying huge taxes from their revenues. The tax rates are considered by companies as being part of the constraints to their businesses. Thus, for the UK government to be able to raise huge revenues it should ensure that its tax system takes into consideration the online retailers as this will in turn not cost the government to raise high tax rates for the offline competitors. The tax base should be based on a different model and not on the historic models in order to stimulate business growth (Philips, 2012). The UK government stands to lose by failing to reform its tax system so as to take into consideration the online retailers this is according to the Chief of the UK’s biggest retailer. Ian Cheshire the chief executive of Kingfisher would close a quarter of the company’s stores if it was not because of the long term leases and arrangements that could be incur it very big losses due to the closures being expensive. According to him business rates are the biggest challenges and charges that retailers face as much of £120m will go to taxes each year. Cheshire argues that retail businesses pay taxes for public good but the online retailers are not being faced with the same tax rate/take and this might in turn result into the disappearance of the tax base. If Kingfisher Company reduces on the number of its stores then the government taxes would fall accordingly in that 25% fewer stores will mean 25% less tax for government and the company’s profits and sales would not be affected by such a move. Online retailers thus take advantage of the lower cost so as to undercut the offline retailers who face staffing costs, high energy rates and business rates. The UK government should thus ensure that its tax system takes into consideration the online retailers as this will in turn not cost it to raise high tax rates for the offline competitors.
[bookmark: _Toc503306338]Recommendation
Companies’ compliance with the tax laws is very important and thus the government should keep the systems working for both individuals and businesses in order to support services that improve lives and social programs. In order for the government to encourage compliance it should ensure that it has kept the rules very simple and clear as the use of over complicated tax systems is associated with increased tax evasion. The government is able to grow the economy through the use of revenues collected from taxes and thus it should ensure that it has come up with strategies that will assists with the reformation of the tax system so as take into accountability of online retailers. 
Conclusion
Governments need revenues to help with the running of the country and promoting the social programs but the challenge that the government faces is choosing the tax rates and the tax base. In order for governments to be able to collect enough revenues they must design tax compliance systems that help in encouraging the taxpayers to participate in tax remittance. The tax rates are considered by companies as being part of the constraints to their businesses. For the UK government to be able to raise huge revenues it should ensure that its tax system takes into consideration the online retailers as this will in turn not cost the government to raise high tax rates for the offline competitors. The tax base should be based on a different model and not on the historic models in order to stimulate business growth.
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