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Introduction
Technology has developed more quickly than any previous innovation. The majority of the developing nations in the globe have experienced an instantaneous social transformation as a result. It's conceivable that the present wave of change will have a significant influence. Technology may be a huge equaliser by improving connection, digital payments, access to commerce, and public services. Technology have the potential to contribute to a more just, peaceful, and fair world. Governments, companies, and individuals now, unlike generations past, have a choice in how to utilise and handle emerging technologies. Technology has impacted the world in numerous ways throughout history, including how people communicate, how they travel, and, not to be forgotten, how taxes are administered. 
Former Portuguese Finance Minister Vitor Gaspar asserts that in the 19th century, nations relied on straightforward tax mechanisms to finance their operations, including customs fees, transaction taxes, and a number of absurd levies on things like chimneys, wigs, dogs, and bricks. As many of these taxes directly penalise the operation of markets and trade, they are undoubtedly very distorting. The early 20th century saw the introduction of the modern income tax, which had its origins in Great Britain at the time. Corporate income taxes were introduced a little later and were an efficient method of withholding income tax. The international company tax system has been anticipated since the 1920s. Furthermore, after World War Two, France created the Value Added Tax (VAT), which has since acquired popularity across the nations of the European Union in substitution of several absurd and distorting taxes. More than a quarter of today's revenues are attributable to the application of the VAT. The state now plays a considerably bigger role as a result of these advancements.
The digital tsunami has become stronger in recent years, and the commercial case for implementing new technology in the tax department has gained traction. Numerous solution providers and services now share the tax technology landscape, which is developing quickly. Instead of the availability of solutions, the problem for the majority of tax functions today is establishing their needs, tax technology strategy, and resources to implement the strategy. To deal with emerging digital business models, tax authorities around the world are enacting modern tax rules that demand increased accountability through declarations and frictionless sharing of taxpayer data between authorities. One of the main forces behind the transformation of tax functions is digital tax administration, with the GST being the most significant example of a technology-driven tax reform that demands a significant level of organisational change.
The United Kingdom’s Government and HMRC efforts to make tax digital
Digitalisation and rising technology have created new potential for tax administrators to improve their day-to-day operations, as well as for enterprises. New technologies such as big data and sophisticated analytics are being utilised by tax authorities to enhance tax administration, combat fraud, and promote taxpayer compliance. The United Kingdom's (UK) tax administration and collection are the responsibility of His Majesty's Revenue and Customs (HMRC). In 2021/22 tax year, the UK collected over £714.8 billion in taxes, a 22.4% increase over the prior fiscal year. Fundamental taxes in the UK include Value Added Tax (VAT), Capital Gains Tax, Inheritance Tax, and Property Taxes. Many of them are progressive taxes, which means that people who earn more pay more of them. The UK and its tax body, HMRC, were among the first European nations to introduce a digital tax system. The UK government has launched a programme called Making Tax Digital (MTD) that outlines a vision for the "end of the tax return" and a "changed tax system," which was unveiled in 2015 and was scheduled to be implemented by 2020. The changes are anticipated to affect a broad spectrum of taxpayers, including the majority of corporations, microbusinesses, independent contractors, landlords, and individual taxpayers. Value Added Tax was the first mandated use of digital techniques, and it started in April 2019 for several enterprises and organisations. MTD for ITSA, or Making Tax Digital for Income Tax Self-Assessment, has been postponed until 2026.
HMRC has pursued a number of initiatives and plans to seriously digitalise the tax system. One of them is Pay As You Earn (PAYE) programme which is a system developed in the UK that deducts taxable income and national insurance tax from an employee's monthly salary. This guarantees that companies are making contributions to the national pension and saves taxpayers from receiving a big payment at the conclusion of the tax year. In 2019, VAT-registered enterprises with taxable revenues above the £85,000 VAT threshold must use appropriate software to maintain digital records and file digital VAT reports. A six-month postponement was granted to some more complicated enterprises who must now adhere to Making Tax Digital. Last year, for firms with a revenue under the £85,000 VAT threshold, MTD became mandatory. All VAT-registered businesses now have to sign up for MTD and use suitable software to submit returns. Future-oriented plants are also available. Self-employed individuals and landlords who self-assess income tax and have an annual income of between £30,000 and £50,000 will be required to comply with MTD beginning in 2026. MTD will also apply to taxpayers who file income tax Self Assessments for company or property income of more than £50,000.
The government's Tax Administration Strategy places a strong emphasis on making taxation digital. By forcing organisations and individuals to maintain digital records, utilise Making Tax Digital-compatible software, and submit updates every three months, it will help close the tax gap and move the tax system closer to real-time. HMRC's plans to digitalize the tax system are supported by Making Tax Digital. By supporting digitalization, it would facilitate tax compliance for both individuals and corporations, helping to boost overall productivity. Due to the increased accuracy of digital records, additional assistance integrated into many software programmes, and the direct transmission of all digital data to HMRC, it will assist in reducing the amount of tax lost owing to preventable errors.
Statutes and case law relevant to Making Tax Digital
For hundreds of thousands of VAT-registered businesses in the UK that make more than £85,000 per year, the government's significant Making Tax Digital initiative goes into effect in 2019. Most firms that are above the VAT threshold will be required to keep digital records and file their VAT returns using MTD-compatible software for VAT periods beginning on or after 1 April 2019 as a result of the new regulations, which were first announced in 2015. HMRC has been advising companies to prepare and has already written to every concerned company with instructions on what they should do. As a result, the new service has already attracted approximately 100,000 enterprises. HMRC took a light-handed approach to penalties by refraining from issuing filing or record-keeping penalties in cases where firms are making every effort to comply with MTD during the first year of the VAT mandate in order to let businesses get accustomed to the new requirements. Mel Stride, the Secretary of State for Work and Pensions, claims that Making Tax Digital for VAT represents the first step towards the establishment of one of the most technologically sophisticated tax administrations in the world. The new regulations will provide firms more financial autonomy, enabling them to devote their efforts to innovation, expansion, and job creation.
Legislation enabling the implementation of Making Tax Digital for VAT is included in the Finance Bill 2017, which was issued on March 20, 2017. The commissioners of HMRC will have the authority to adopt regulations under this primary legislation that will specify the specific conditions that firms must follow. Section 62 was passed into law and serves as the main piece of MTD for VAT legislation. The section will maintain the current procedures for maintaining and protecting records, keeping accounts, and filing returns. Yet, it gives the government new authority to enact rules governing the submission of data from VAT-registered enterprises. In addition, the section gives the commissioners of HMRC new authority to issue regulations requiring a business to maintain certain records digitally for those companies with annual revenues above the VAT registration threshold. 
On the other hand, sections 60, 61, and schedule 14 of the Finance (No 2) Act 2017 established the rules for MTD income tax self assessment (MTD ITSA). On September 23, 2021, the Parliament received the commencement order for the MTD ITSA, Finance (No. 2) Act 2017, Sections 60 and 61, and Schedule 14 (Digital Reporting and Record-Keeping) (Appointed Day) Regulations. The start date specified by this decree is 6 April 2024. Because there are no additional restrictions that apply to partnerships, they are not included because it pertains to both individuals and businesses. On March 14, 2018, HMRC released a commissioners' instruction that enables participants in the MTD ITSA pilot to utilize the appropriate software to deliver data that satisfies the requirements of sections 8 and 9 of the Taxes Management Act of 1970 for a personal return and self-assessment. The required assurance that finishing the MTD ITSA end-of-year process satisfies the requirement to complete a self assessment return is provided by this directive.
[bookmark: _Hlk131122953]The Impact of Making Tax Digital on Businesses
According to IFF Research, a London-based market research firm, using software that is practically synonymous with Making Tax Digital was related with experiencing benefits. Companies that used entirely compatible software were much more likely to say that the advantages outweighed the disadvantages, that they were more confident in handling taxes correctly, that they spent less time reviewing filings, and that the advantages grew with time. Prior to Making Making Tax Digital, businesses who relied mostly on paper or spreadsheets for record keeping were more likely to report costs related with Making Tax Digital and that the costs exceeded the advantages. Less entirely compatible software was used by the minority of businesses that claimed they were uneasy using technology, which may be why they were not as likely to profit from Making Tax Digital. The Making Tax Digital software, according to Hannah Pepper, one of the practise partners at Rock House Dental Practice in Wells, Somerset, has made it possible for her to not only stay on top of the business' bookkeeping but also to work together with her business associate and accountant to input the data, track funding and spending, generate monthly payments, and organise payroll for employees. The fact that she has access to it around-the-clock and from any location is another advantage for her.
From a cost perspective, almost all firms undertook at least one activity in order to get ready for Making Tax Digital, and slightly about half of all firms reported incurring expenses as a result of their efforts. According to IFF Research, 38% of businesses reported continuing financial costs and 25% of enterprises reported transitional financial costs. Before the introduction of Tax Digital, businesses that kept their VAT records on spreadsheets or by hand were much more likely to experience costs. The two business practises that were most frequently mentioned as having caused a transitory financial cost were reviewing adjustments with an accountant and implementing training for pertinent staff. According to HM Revenue and Customs, switching to the Making Tax Digital platform will only cost a firm an average of £20 per year. Former Financial Secretary to the Treasury Jesse Norman claims that an average upfront investment of roughly £175 is needed for a business to deploy one of the many suitable third-party software applications. Additionally, he mentioned that free software applications are available for even the most basic organisations.
The Impact of Making Tax Digital on Individuals
Self-employed company owners and landlords having a total yearly income from their properties or businesses of more than £50,000 would first be impacted by MTD for Income Tax. Beginning on April 6, 2026, these people must abide with MTD income tax regulations. Beginning in April 2027, those with incomes over £30,000 will need to abide by the regulations. Landlords and self-employed business owners who are subject to MTD for Income Tax will need to maintain digital records of their revenue and outgoings. All of their business income and costs, including both self-employment and rental property income, must be kept in digital form by the business owner.
The biggest change brought about by the MTD for Income Tax laws is that people impacted will now have to submit four quarterly updates to HMRC regarding their business income and expenses, as opposed to filing a Self Assessment tax return to HMRC every year. The deadlines for quarterly submissions will be identical for everyone who must abide by the MTD for ITSA standards beginning in April 2024 and will be exactly 1 month after the quarterly period. Every tax year, the deadlines fall on the fifth of August, fifth of November, fifth of February, and fifth of May. They will also be required to submit a final declaration, which will take the place of the present Self Assessment tax return, together with an end of period statement (EOPS) for each source of income at the end of the tax year. They can use this procedure to verify that the revisions they've sent are accurate, add any necessary adjustments or information regarding personal income or tax breaks, or both. They must submit the EOPS and final declaration by the 31st of January of the subsequent tax year, just like they do with the existing Self Assessment procedure, and they must pay the tax they owe.
The Impact of Making Tax Digital on Practitioners
Accountants and bookkeepers must be prepared to assist their clients with digital record keeping and filing VAT returns via HMRC-recognized MTD software as the Making Tax Digital law mandated businesses and individuals to save and maintain their spending and revenue digitally as well as to submit their tax return directly to HMRC. Beginning in April 2022, accountants and their clients are required to retain digital records using MTD-compatible software and register for an agent services account with HMRC. Accountants will no longer need to manually sign up VAT-registered customers for MTD for VAT because they will be automatically registered by HMRC.
A new research from Sage, a British software provider, claims that more than 58 percent of practising accountants think the impending MTD for ITSA implementation will give them a chance to expand their firms. Additionally, more than 64% anticipated gaining clients who had previously prepared their own tax returns, and more than 57% claimed the changes would allow them to increase the price of already-offered services.
Conclusion
Every nation requires a contemporary, digital tax administration system to safeguard tax income, foster personal and societal resilience, and increase production. There has been a steady progression towards benefits among users of completely compatible software. Other advantages have started to become apparent as firms have grown more comfortable and confident using the programme. Additionally, with Making Tax Digital in place for all types of taxes, HMRC or any other tax administration worldwide will have access to the most recent financial data for millions of people and enterprises. As a result, policy measures can be more effectively targeted, and the tax administration system is strengthened for future crises.
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