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Competitive Tax System: the Administrative 
Dimensions 
 

Providing a business friendly tax administration 

Business decisions are not only influenced by tax policy parameters (e.g. tax bases and rates) but also 
by the way in which a tax system is administered. Key questions for tax authorities thus include: 

• Does the tax administration have a good understanding of business models? 
• Does it provide a good “service” to business? 
• Does it provide certainty and predictability in the application of the rules?  
• Are the rules applied in a consistent and coherent manner? 
• What is the cost to business of complying with the letter and spirit of the law; is there a level 

playing field in terms of tax compliance? 
• How far is business engaged in the formulation and application of new tax policy initiatives. 

All of these factors can influence MNE’s decisions. Governments will, of course, have to balance 
these factors against the need to protect the revenue base.  There also needs to be an internationally 
accepted set of rules about what is fair/unfair practice in terms of administrative competition. 

The OECD, by means of its Committee on Fiscal Affairs and the Forum on Tax Administration, has 
for many years helped governments to find the right balance between service and enforcement 
recognising that good service plus good enforcement is the most effective way to achieving good 
voluntary compliance. 

In 2007, the FTA developed the concept of an “Enhanced Relationship” between taxpayers, their 
advisors and revenue authorities. The approach was based upon the assumption that the relationship 
between these three parties should be based upon the following attributes: 

1. Understanding based on commercial awareness 
2. Impartiality 
3. Proportionality 
4. Openness 
5. Responsiveness 

At the same time the OECD has worked in parallel with the EU to develop a set of guidelines on what 
is fair and unfair tax competition. From the perspective of the tax administration, the key criteria were 
that the rules should be transparent and non-discriminatory. Thus, for example, any tax rulings offered 
to taxpayers should be made public. 

The annex to this note provides more details on these initiatives. 
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Annex I:  The OECD’s role in getting 
the right balance between service to 
taxpayers and tax enforcement 

Since its creation in 2002, much of the work of 
the OECD’s Forum in Tax Administration1

Enhancing the relationship between 
revenue bodies, large taxpayers and tax 
intermediaries 

  
has explored aspects of this administrative 
dimension, in the process encouraging national 
revenue bodies in a variety of ways to engage 
more actively and co-operatively with external 
stakeholders to address aspects of tax 
compliance, as well as to achieve high 
standards of taxpayer service. This note draws 
out the key areas and related themes of the 
work undertaken. 

In September 2006, the Forum’s Seoul 
Declaration set out the collective concerns of 
Forum Commissioners about the role of 
international tax advisers, financial and other 
institutions in relation to non‐compliance and 
the promotion of unacceptable tax 
minimisation arrangements. To address these 
concerns, the Forum launched a number of 
initiatives, including a study to examine the 
role of tax intermediaries (e.g. law and 
accounting firms, other tax advisors and 
financial institutions) in relation to non-
compliance and the promotion of unacceptable 
tax minimization arrangements.  A report—
Study into the Role of Tax Intermediaries—
was released in January 2008. 

The study’s key finding was that revenue 
bodies could achieve a more effective and 
efficient relationship in their dealings with 
taxpayers and tax intermediaries if their 
actions were based upon the following 
attributes: 1) Understanding based on 
                                                      
1  Operating within the context of a global economy, rapid 

technological change and fiscal challenges for government, 
the Forum on Tax Administration forum aims to improve 
taxpayer services and tax compliance by helping revenue 
bodies increase the efficiency, effectiveness and fairness of 
tax administration and reduce the costs of compliance. The 
Forum brings together tax commissioners and other senior 
officials from over 40 countries to identify, discuss and 
influence relevant global trends and develop new ideas to 
enhance tax administration around the world 

commercial awareness; 2) Impartiality; 3) 
Proportionality; 4) Openness; and 5) 
Responsiveness. These attributes are 
fundamental for any revenue body and should 
underpin all their dealings with taxpayers. If 
revenue bodies demonstrate these five 
attributes and have effective risk-management 
processes in place, large corporate taxpayers 
are more likely to engage in a relationship 
based on co-operation and trust.  This was 
described in the report as an ‘enhanced 
relationship’.  

The study report emphasised that an ‘enhanced 
relationship’ can offer benefits for revenue 
bodies as well as taxpayers. It noted that 
taxpayers who behave transparently can expect 
greater certainty and an earlier resolution of 
tax issues with less extensive audits and lower 
compliance costs. An enhanced relationship 
between revenue bodies and tax intermediaries 
(as well as taxpayers) would also yield 
significant benefits.  

Building transparent compliance with 
banks 

In the light of the findings and 
recommendations of the ‘Study into the Role of 
Tax Intermediaries’2

The Forum’s 2009 report ‘Building 
Transparent Compliance with Banks’

, the Forum launched two 
further studies, one concerning the tax 
compliance risks presented by banks and the 
second with a similar focus in respect of ‘High 
Net Worth Individuals’. 

3

                                                      
2  See ‘Study into the Role of Tax Intermediaries’ at 

 set out 
the conclusions of the study that examined the 
role of banks in the provision of aggressive tax 
planning arrangements. It examined the nature 
of banking, the complex structured financing 
transactions (CSFTs) developed by banks and 
how they were then being used by both banks 
and their clients.  The report also examined the 
internal governance processes used by banks to 
manage tax risk and the prevention, detection 
and response strategies applied by different 

www.oecd.org/dataoecd/28/34/39882938.pdf). 
3  See ‘Building Transparent Tax Compliance by Banks’ at 

www.oecd.org/ctp/ta/banks 

http://www.oecd.org/dataoecd/28/34/39882938.pdf�
http://www.oecd.org/ctp/ta/banks�
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revenue bodies in responding to the challenges 
that banks pose. Its recommendations for 
revenue bodies included the following: 

• Develop initiatives with banks to enable 
revenue body staff to improve their 
understanding of banking operations, 
particularly governance structures and 
product development processes concerning 
CSFTs. 

• Work with banks as part of an enhanced 
relationship through guidance, rulings and 
real‐time discussion of issues. 

• Encourage banks to be more transparent so 
that tax authorities can better understand 
the commercial context and complex details 
of CSFTs; and 

• Ensure they have necessary strategies in 
place to prevent, detect and respond to 
aggressive tax planning. 

As a result of follow up work, the Forum in 
late 2010 published the findings of a study 
which proposed a ‘Framework for a Voluntary 
Code of Conduct’4

Engaging with high net worth 
individuals (HNWI) on tax compliance 

 to guide relationships 
between banks and revenue bodies in countries 
that choose to adopt the framework. 

High Net Worth Individuals (HNWIs) pose 
significant challenges to revenue bodies due to 
the complexity of their affairs, their potential 
contribution to tax revenues, the opportunity 
for aggressive tax planning, and the impact of 
their compliance behaviour on the integrity of 
the tax system.  Conscious of such challenges, 
the Forum in 2008 launched a study to 
examine in detail this taxpayer segment, 
describing their usage of aggressive tax 
planning schemes and ideas for enhancing 
revenue bodies’ prevention, detection and 
response strategies to respond to these 
challenges, based on leading revenue body 
experience. It also addressed aspects of 
voluntary disclosure initiatives for past non-
                                                      
4  See ‘Framework for a Voluntary Code of Conduct for 

Revenue Bodies and Banks’ at  
 www.oecd.org/dataoecd/10/9/45989171.pdf 

compliance that might be particularly pertinent 
in the aftermath of the global financial crisis. 

The Forum publication—Engaging with High 
Net Worth Individuals on Tax Compliance5

Promoting strong corporate governance 
in the area of tax  

— 
published in June 2009 outlined a number of 
innovative approaches to enable governments 
to better manage the risks involved with 
marketed tax schemes and tailor-made 
arrangements.   These included encouraging 
revenue bodies to develop a stronger 
commercial awareness of the broader concerns 
of HNWIs (including privacy and wealth 
preservation) and establishing a framework for 
dialogue between senior revenue officials, 
HNWIs and their advisers. 

The Forum is committed to engaging with 
business and with regulators and other 
agencies responsible worldwide for the 
development of corporate governance codes 
and guidelines, to work towards ensuring that 
the oversight of tax risk by corporate boards is 
recognised as a principle of good corporate 
governance. Experience has shown that 
corporate boards of directors need to be aware 
of the reputational and financial risks 
associated with tax non-compliance and 
aggressive tax planning, and establish policies 
and controls for assessing this risk. Building 
on the experience of a paper presented to its 
2009 Paris meeting —Corporate Governance 
and Tax Risk Management6

To date, much of the work undertaken has 
proceeded with the constructive engagement of 
the private sector, including businesses from 
the banking and technology sectors, as well as 
other industries. The Forum seeks to enhance, 
whenever possible, the value of its work 

—which outlined 
the experience of three countries in linking tax 
to governance, the Forum has set up a project 
to further develop this work.  

                                                      
5  See ‘Engaging with High Net Individuals on Tax 

Compliance’ at www.oecd.org/ctp/ta/hnwi 
6  See ‘Corporate governance and tax risk management’ at 

www.oecd.org/dataoecd/37/19/43239887.pdf 

http://www.oecd.org/dataoecd/10/9/45989171.pdf�
http://www.oecd.org/ctp/ta/hnwi�
http://www.oecd.org/dataoecd/37/19/43239887.pdf�
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products by considering private sector 
perspectives. 

Co-ordinated action in managing 
international tax risks through joint audits 

Globalisation is having an enormous impact on 
the volume of cross-border trade and related 
business transactions, presenting significant 
tax-related challenges for both businesses and 
revenue bodies. 

The Forum has recognised that putting greater 
emphasis on joint audits can be an important 
means of increasing international coordination. 
Audits of internationally operating businesses 
and globally active high net worth individuals 
have traditionally been carried on separately or 
simultaneously which can lead to an increased 
burden on businesses, individuals and 
governments. Joint audits are seen as one way 
of reducing this burden. In the future, 
taxpayers will encounter joint audits between 
FTA participating countries. Joint audits go 
beyond simultaneous audits. A joint audit is a 
process where two or more countries join 
together to carry out a single audit of a 
taxpayer, with all countries receiving the same 
information and presentations from the 
taxpayer. If fully realised, joint audits have the 
potential to both boost international tax 
compliance and reduce costs for taxpayers 
(potentially, including some double taxation) 
and revenue bodies alike.  

To support this initiative, the Forum in 
September 2010 published a report and a 
practical Guide7

                                                      
7  See ‘Joint Audit Report’ at 

 intended to inform tax 
auditors and their strategy teams. The Guide 
highlights best practice for joint audit 
procedures and the roles of each participant 
involved in joint audits accelerating the audit 
process and providing certainty sooner.  By 
conducting a fully-coordinated audit between 
participating countries, the Forum aims to 
enhance compliance with tax rules, as well as 
to reduce taxpayers’ burden of multiple 
countries conducting separate audits. 

www.oecd.org/dataoecd/10/13/45988932.pdf and Joint 
Audit Participants Guide at 
www.oecd.org/dataoecd/10/11/45988962.pdf 

Improving taxpayer services 

The Forum is committed to ensuring that 
members’ cooperation also extends to 
delivering high quality taxpayer services and it 
has reiterated its wish to see continuous 
improvement of these services in all its 
member countries.  

The Forum has recently published a review8

The Forum also continues to be conscious of 
the administrative burden imposed on 
taxpayers and intermediaries in complying 
with tax regulations. In this context, it has in 
both 2008 and 2010 made available the 
findings of survey work describing countries’ 
initiatives (of both a policy and administrative 
nature) to reduce the administrative burden 
imposed by tax regulations, particularly on the 
business community

 of 
cutting edge developments in the electronic 
delivery of taxpayer services across its 
constituent revenue bodies and is confident 
that this will allow them and others to plan 
future service delivery strategies informed by 
the newest technologies.  

9

Finally, the Forum has commissioned a project 
to identify best practice in making tax 
repayments and tax credits available to 
taxpayers in ways which can balance speed 
and integrity. The timely refunding of overpaid 
taxes—in particular, large amounts of excess 
VAT credits that typically arise in countries 
with a high incidence of exports—is a matter 
of considerable importance to the cash flow of 
businesses.  This project will be completed in 
mid-2011. The Forum is confident that the 
findings will assist revenue bodies to strike the 
appropriate balance between the needs of 
taxpayers to access repayments speedily and 
the need to prevent revenue loss resulting from 
fraudulent claims.  

. 

                                                      
8  See ‘Survey of Trends and Developments in the Use of 

Electronic Services for Taxpayer Service Delivery’ at 
http://www.oecd.org/dataoecd/20/49/45035933.pdf 

9  See ‘Programs to Reduce the Administrative Burden 
Resulting from Tax Regulations in Selected Countries’ at 
www.oecd.org/dataoecd/39/6/39947998.pdf and 
‘Programmes to Reduce the Administrative Burden of Tax 
Regulations - Follow up report’  at 
www.oecd.org/dataoecd/58/27/44972185.pdf 

http://www.oecd.org/dataoecd/10/13/45988932.pdf�
http://www.oecd.org/dataoecd/10/11/45988962.pdf�
http://www.oecd.org/dataoecd/20/49/45035933.pdf�
http://www.oecd.org/dataoecd/39/6/39947998.pdf�
http://www.oecd.org/dataoecd/58/27/44972185.pdf�
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