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Credit crunch?
What about the
tax profession?

Simon Godley of Talentpool reflects on how the tax jobs market is likely to
behave in the current economic climate

‘So, how is the market?’ That's a typical
question that a recruiter will be asked by
a client or candidate several times, both
in good and bad markets. No-one can
deny that one answer to this question

at the moment is ‘very bleak’. But wait

- which market are we talking about?
During October, we saw very sharp drops
on the stock market, this typically being
the first to fall at the onset of a serious
downturn or shock occurrence. Then we
have the broader economy - this revolves
around consumer and business purchases,
and resulting earnings.

Look back to look forward

Historically, an economic downturn takes
place around six to eight months after a stock
crash, which could trigger a recession. Clearly,
this time round, the recession has kicked in at
roughly the same time as the stock crash, so
it's a double blow.

Then we have the employment market.

The average recession in the US and the UK
actually lasts 10 months. When the recession
has run its course, it takes at least another year
for companies to feel confident about hiring
again, but it can take much longer. Therefore,
we expect a down market to last for 2.5 to
three years, or longer.

Therefore, if we are entering a full-on
recession now, we are looking to 2011 at the
earliest before organisations start recruiting for
growth again, rather than just replacement.

So how wiill all this affect you, the
tax professional?

It’s fair to say that tax as a profession may
be more resilient in this downturn than, say,
credit derivatives trading, but tax jobs are by
no means immune in a downturn. How you

will be affected will depend on which side of
the market you work in (practice or in-house),
and also the industry sector to which you are
aligned. If we do see full-scale redundancy
programmes in the tax market, it is likely that
the heaviest losses will be seen within the Big
Four’s tax departments, although at the time
of writing, none have been announced. These
will be more pronounced from tax teams that
work on M&A and corporate finance deals,
simply due to a sharp drop in transactions
during 2008. | suspect that if there any Big
Four job cuts, they will start in 2009.

Those working within the in-house tax
market — for instance, within a multinational
or financial services group — will have
different factors affecting them. In-house tax
departments tend not to have the overstaffing
issues, since teams can stay at roughly the
same size over several years. Unless you are
working for an investment bank or hedge
fund as a front-office tax adviser, most core
in-house tax roles should be relatively safe.
However, in-house tax departments may be
affected by wider cuts in head-office staff,
and may need to lose a percentage of the
team. This was certainly the case in the early-
90s recession, and partly in the 2000-2003
downturn.

But don’t panic

Let me make it clear: | genuinely don’t want to
worry tax professionals and to assume their jobs
are at risk. | sincerely hope that tax departments,
in practice or inhouse, can hold on to their tax
staff. It will certainly make my job as a recruiter
less troublesome.

In terms of tax specialisms that may be more
resilient in a recession, | think that corporate tax
compliance and tax reporting roles are a fairly
safe bet. | think that personal tax and the whole

field of wealth tax management will remain

in demand. | also think that in-house transfer
pricing roles could weather the storm quite well,
given that they require specialist knowledge
and that transfer pricing is a necessary area

for a group to manage. In fact, most large
multinationals will need to keep focused on tax
risk in a downturn, with tax compliance and
reporting being a core part of that.

If you do find your role becoming redundant,
then, first, don’t panic. The tax market is larger
than you think, and finding another role should
be quite feasible, depending on your level and
specialism. Speak to a tax recruiter who has
specialist knowledge of your part of the market,
someone who could tailor and market your CV
to relevant employers. Senior-end tax planning
or structuring professionals may find that it
takes longer to find a new position, because
companies will be reluctant to invest in top-end
strategic roles, or to offer them an entry point
at a more junior level. Tax compliance-based
candidates should find that there are more
immediate options, particularly for interim or
contract roles in industry.

Also, while we are going through troubled
times within the economy, these times don't last
forever and the market will recover. It could be
in 2011, or even later, but it will recover, and
at that point your tax career will start to take
off again. Charles Kettering once said: ‘No-one
would have crossed the ocean if he could have
gotten off the ship in the storm.” The more
despondent will move out of tax, leaving those
who stick with it to prosper greatly after the
recession.

For more information:
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