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SURVEY OF TRENDSIN TAXPAYER SERVICE DELIVERY USING NEW TECHNOLOGIES

EXECUTIVE SUMMARY AND ACTION REQUIRED

This report summarises the findings of a survey initiated by the Forum on Tax Administration to assess
country member progress with the options identified in the Ottawa Framework Conditions in relation to
taxpayer services (described in Box 1 of this report). This matter was previously considered by the CFA in
January 2001 when areport on the tax administration aspects of electronic commerce was presented, along
with the findings of a country survey (covering 15 countries), and a number of associated
recommendations. At its January 2001 meeting, the CFA endorsed a recommendation that ... “member
countries actively pursue the options identified to implement the Taxation Framework Conditions in
relation to taxpayer services’.

The key findings from this survey (covering all member countries) are as follows:

e There has been substantial progress since 2000 in the scope and nature of electronic services offered to
taxpayers and their agents by virtually al nationa revenue bodiesin OECD countries.

¢ Notwithstanding this progress, considerable potentia exists for many nationa revenue bodies to
substantially increase the take-up rates for the various services offered, especially by businesses.

e Substantial progress has been made since 2000 in the use of electronic filing by taxpayers and their
agents for personal income tax administration purposes; indicative of this progress is the fact that in
2003, the take-up rate for these services exceeded 50% in five revenue authorities, with four achieving
80% or more (3 without mandatory requirements); progress in other areas (e.g. VAT, corporate income
tax), largely covering businesses, is considerably less advanced, although a small number of countries
have demonstrated that very high overall take-up rates (i.e. over 50%) can be achieved.

¢ TheInternet has become a significant tool for the delivery of servicesto taxpayers; generally speaking,
revenue bodies have substantially increased the information content, functionality, and “user-
friendliness’” of their websites since the last survey; over half of the revenue authorities in member
countries offered transaction services viather Internet sitesin 2004.

e Customer segmentation approaches to the delivery of services to taxpayers have become increasingly
significant (e.g. website information groupings, dedicated portals, account mangers for large taxpayers,
specialist inquiry and consultative services for tax professionals) in line with modern management and
marketing approachesto service ddivery.

e The significant role played by tax professionals in day-to-day tax administration in many countries is
receiving increasing recognition; over one half of revenue authorities have identified tax professionals
as a critical service ddivery stakeholder and provide a range of tailored services (e.g. dedicated call
centre phone services, dedicated internet portals with transaction capabilities) in recognition of this
factor.

e There has been considerable growth in the provision of electronic payment facilities; notwithstanding
this development, the take-up of these services has been dow, most likely due to taxpayers concerns
around security and fears of fraud.




Less than one half of revenue authorities in member countries have evolved a comprehensive set of
performance standards that guide the ddlivery of services to taxpayers, thus making it difficult to draw
conclusions for these bodies as to the standards of service generally offered, and to determine the
extent of any service delivery improvements resulting from the use of new technologies.

There is a clear trend of revenue authorities devoting an increasing share of their administrative
budgets to IT investments; however, the survey revealed a substantial variation in the levels of the IT
investments across member revenue authorities (from 5-25%), pointing to the need for some
authorities to review the extent of their investmentsin line with prevailing trends.

There has been a substantial increase in the number of revenue bodies using email (either in free or
constrained form) for taxpayer interactions (mainly for taxpayers inquiries); however, reported
volumes are generaly quite small and survey responses revealed a number of concerns regarding
effective management of email services; based on fairly limited data from a few countries, revenue
body-initiated electronic mail (e.g. formal notices of assessment, reminders, marketing advice) may
have considerable future and replace traditional postal channels.

Call centre phone operations, supported by modern phone technology, are becoming an increasingly
significant element of the service delivery strategy of many revenue authorities in OECD countries,
reflecting drives for increased efficiency and accessibility for taxpayers to the information they require
to meet their tax obligations.

Although not examined in detail, survey responses and accompanying research reveaded a small
number of examples of innovative strategies based on ‘whole of government’ approaches to service
delivery; given the significant benefits potentially realizable, this may be an area warranting further
work by the Forum on Tax Administration, possibly in collaboration with the OECD Governance
Directorate’' s PUMA Committee.

The report concludes, noting that further work will be conducted in 2005 in three related areas. 1)
strategies for improving the take-up rates of e-services;, 2) channel strategy development; and 3) the
management of email, and makes three recommendations concerning national revenue authorities:

Revenue authorities are encouraged to use the survey findings to systematically benchmark their
own performance and to identify opportunities for improved service ddlivery to taxpayers,
particularly through use of new technologies;

Whererelevant, revenue authorities are encouraged to actively pursue enhanced strategies for
improving the take-up rates of e-service;

Where not already in place, revenue authorities are encouraged to develop and implement service
delivery standards for the major services offered, and to measure and report the performance
achieved by them.

Action required. The CFA isrequested to:

note the findings of the survey report;

endorse the recommendations made;

note that the FTA will continue with work in this area, in particular focusing on the actions required by
member countries to increase the take-up rates for electronic services; and

agree that the report be made publicly available.
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SURVEY OF TRENDSIN TAXPAYER SERVICE DELIVERY USING NEW TECHNOLOGIES

I. Background

1. At the November 1997 conference entitled Dismantling the Barriers to Global Electronic Commerce
held in Turku, Finland, government and business representatives met for informal discussions on the
challenges and opportunities presented by global electronic commerce to tax systems. Less than a year
after Turku, the Committee on Fiscal Affairs (CFA) formulated the Ottawa Taxation Framework
Conditions (DAFFE /CFA(98)38/REV3) that were welcomed by OECD Ministers at the 1998 Ottawa
conference, and subsequently generally accepted world-wide as providing a sound basis for ongoing work.
The OECD, in co-operation with other international organisations, was acknowledged as the organisation
best placed to co-ordinate and carry this work forward.

Ottawa Taxation Framework Conditions and Taxpayer Service Delivery

2. Inthe field of tax administration and specifically as it relates to taxpayer services, the principles and
conclusions embodied in the framework conditions were developed into a number of e ements:

e Revenue authorities should make use of the available technology and harness commercia
devel opments in administering their tax system to continuously improve taxpayer service.

o Developing an international consensus on ways to simplify taxation systems to minimise the cost
of tax compliance, particularly for small to medium sized enterprises.

3. In February 1999, the Forum on Strategic Management (FSM), the predecessor to the Forum on Tax
Administration (FTA), formed the Electronic Commerce Sub-group to progress work on the tax
compliance, taxpayer service, and other administration issues associated with electronic commerce. In
particular, the Sub-Group was tasked with consideration of the various tax administration “implementation
options’ identified in the CFA report “Electronic Commerce: A Discussion Paper on Taxation Issues’
(DAFFE/CFA(98)50) (which was released at Ottawa together with the Taxation Framework Conditions).
These “implementation options’ were intended to stimulate discussions on the mechanisms open to
governments to implement the Taxation Framework Conditions. The agreed implementation options
relating to taxpayer service are summarised in Box 1.

4. To progress these implementation options, the Sub-Group organised a meeting of relevant specialists,
and undertook a survey of what electronic service techniques were being used by Member countries. The
former took place in March 2000 when taxpayer service speciaists met in Copenhagen, Denmark, to share
experiences in the use of electronic service delivery and to learn from other members as to the way in
which they are using the new technologies to improve taxpayer service. The latter was initiated in May
2000 wheln a survey of taxpayer service initiatives using new technology was conducted among member
countries.

! See“Report on Survey of Taxpayer Service Initiatives Using New Technology” (September 2000) prepared by the Upstate
New Y ork District Research and Analysis Division of the Internal Revenue Service, and summarized in
DAFFE/CFA (2001)9/CONF.



Box 1. Ottawa Taxation Framework Conditions: Agreed | mplementation Options Relating to Taxpayer
Services

1. Revenue authorities may consider developing Internet web sites where information, such as tax
legislation, rulings, case law, revenue statistics and forms can be viewed and down loaded.

Revenue authorities may consider interactive tel ephone answering systems for many standard inquiries.
Revenue authorities may consider a single e-mail access point for highly mobile taxpayers.

Revenue authorities may consider receiving and responding to taxpayers' service enquiries by e-mail.
Revenue authorities may consider direct deposit programs for tax payments and refunds.

Revenue authorities may consider accepting tax return data and other information by use of the new
technologies.

7. Revenue authorities may consider automated payments of social security, payroll taxes, other similar
deductions.
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8. Revenue authorities may consider working with other arms of government to investigate the benefits of
single government registration points on the I nternet.

Trends Reported from the 2000 Survey of Taxpayer Service | nitiatives Using New Technology

5. The Survey of Taxpayer Service Initiatives Using New Technology was distributed to all OECD
Member countries in May 2000. It was conducted to catalogue technology initiatives that are providing
better service and improving tax administration. A summary of the survey’s findings and conclusions is
provided at Annex 1. Drawing on the survey’s findings, and as a focus for its future work and to generally
encourage revenue authorities, the FSM made the following recommendation that was subsequently
endorsed by the CFA:

e Member countries actively pursue the options identified to implement the Taxation Framework
Conditions in relation to taxpayer service (as described in Box 1):

6. These suggested directions were the subject of ongoing dialogue between member countries in the
ensuing period as the work on electronic commerce continued. In 2002, following a decision by the FSM
to wind up the Electronic Commerce Sub-group, ongoing responsibility for progressing work in the area of
taxpayer services was given to a newly formed eServices Sub-group.

Proposal for a Further Survey of Taxpayer Service | nitiatives Using New Technology

7. In September 2003 at a meeting of the eServices Sub-group, the OECD Secretariat presented a draft
proposal for a further survey of trends in taxpayer service delivery (with emphasis on the use of new
technologies). It noted that many member countries were pursuing a variety of initiatives to improve the
effectiveness and efficiency of their taxpayer service functions, that rapid advances were being made in
some countries (especially with the aid of new technologies), but that there was a dearth of up to date
comprehensive comparative data across OECD countries on the approaches being adopted, the progress
being made, and the likely directions of future initiatives. It also noted that the origina survey data and
findings were over three years old, a little narrow in terms of their scope, and the revenue authorities
covered by the survey represented only half of OECD member countries.

8. Delegates were supportive of the Secretariat’s proposal, noting that the survey could be used to gather
information that would assist the Sub-group to define the focus of its future work, and that information of
the kind intended to be gathered would assist countries in a variety of ways. In agreeing in principle with
the proposal, delegates also decided to form a steering group (i.e. Australia, Canada, France, New Zealand,



and the UK) to work with the Secretariat on refining the draft questionnaire to take account of matters
raised at the Sub-group meeting and provide other guidance as necessary.

[l. Introduction

9. An effective program of taxpayer service activitiesis a critical objective of all revenue authorities. The
general complexity of tax laws coupled with the relatively large populations of taxpayers to be
administered mean that, fundamentally, all revenue authorities must rely substantially on taxpayers
voluntary compliance to achieve the outcomes expected of them. It is axiomatic that to achieve high levels
of voluntary compliance, taxpayers and their representatives must have a good standard of services to help
them determine their obligations under the laws and to complete the steps required to acquit those
obligations. Revenue authorities can facilitate voluntary compliance by:

e providing clear explanations of the law, in aform and manner and at atime suitable to taxpayers;

e  establishing arrangements that assist taxpayers meet their obligations at minimal cost &
inconvenience;

e  giving accurate responses to taxpayers questions in reasonabl e periods of time;
e giving refunds of overpaid taxes in reasonable periods of time;
e quickly resolving taxpayers complaints; and

e dealing with non-compliance in afirm, timely, and effective manner.

10. The achievement of these objectives is by no means a straightforward task. The tendency for tax laws
to become increasingly more complex, reduced administrative budgets, and increased government and
community expectations of improved service delivery performance are some of the factors that revenue
authorities must grapple with in order to make progress in thisimportant area. The Taxpayer Services Sub-
group plays a valuable role in assisting revenue authorities by providing opportunities to conduct dial ogue
and exchange information on individual country approaches and experiences, and to identify good/ best
practices. Surveys of the kind described in this report provide a base level of knowledge to facilitate such
dialogue and, in turn, the identification of good/ best practices.

The 2004 Survey

11. An agreed survey questionnaire (refer Annex 2) was sent to all member countries in mid-April 2004
along with a set of guidelines for its completion and a request from the Chair of the eServices Sub-group
for ahigh level of member country participation.

12. The 2000 survey dealt almost exclusively with electronic services and did not delve into other strategic
areas of taxpayer service delivery, as touched on in the introductory comments to this report. While this
was not the primary purpose of the 2004 survey, it did include alimited range of questionsin these areasto
gain some insights into the broader strategic approach of the revenue authorities covered by the survey.

13. Concerning electronic service delivery, the 2004 survey guestionnaire had similar questions to the 2000
survey so as to enable the group to assess progress in this area, but has gone deeper into some specific
issues and sought a greater level of quantitative data.



14. Thirty one completed responses from revenue authorities (representing all member countries)® had
been received at the time of preparing this report.> These responses have been tabulated and a copy of
survey tabulations is provided at Annex 3. All contributing revenue authorities were given the opportunity
to validate these tabulations and, where necessary, to provide additional data and/or to clarify their origina
response.

[11. Survey Findings and Observations

15. The information provided by revenue authorities for this survey provides a snapshot of the strategies
being employed and, in particular, the progress being achieved with improvements to taxpayer service
delivery through use of the Internet and modern automated systems of electronic filing, payment and other
information exchanges. Given the substantial increase in survey responses compared to the previous survey
in 2000 (16 in 2000, 31 in 2004), it has not been possible in all the aspects described in the report to clearly
demonstrate the actual trend of change since that time, although it is clearly evident (and highlighted in the
report) that much has occurred in the four years since 2000. To assist readers in appreciating the scope and
nature of country developments, the report also includes brief descriptions of a number of novel and
interesting initiatives for improving taxpayer service delivery.

16. Thisreport is not intended to provide an in-depth description of individual revenue authority strategies,
approaches, and experiences. There is a range of materials on this latter aspect—all available on the
Internet—that can be researched by revenue authorities if they wish to locate more specific information.*

Strategic Approach to Taxpayer Service Delivery

17. Particularly over the last decade or so, efforts to realize the objectives described earlier in the
introductory comments have led many revenue authorities to adopt a more strategic approach to the
provision of servicesto taxpayers. This has manifested itself in the following sorts of ways:

o Differentiating service delivery actiongactivities across the various segments groupings of
taxpayers, recognizing that taxpayer populations are not homogeneous but are comprised of
varying segments/groupings of taxpayers, each with their own characteristics, attitudes,
expectations, and behaviors.

e Treating taxpayers as persons/ bodies with rights that are codified in the form of charters, etc.,
and publicized®; treating taxpayers as clients or customers.

e Recognizing that it is often more cost effective to leverage service actions through taxpayers
representatives (e.g. tax professionals, industry/ business groups, other third parties).

2 Two responses were received from the UK ; one on behalf of HM Inland Revenue Department and the other for HM Customs and
Excise Department.

3 A partial response was received from Germany noting difficulties in obtaining efficiently comprehensive and relevant
information from the 16 individual |aenders responsible for tax administration in Germany.

4 See, for example: Australia—The Easier, Cheaper, and More Personalized Program: Making it Easier to Comply (ATO, July
2003); New Zeadand—Inland Revenue's e-Enablement Strategy (IRD, 2002); Spain—Tax Agency 2005 (Agencia Tributaria);
UK—Inland Revenue e-Services Strategy (IRD, 2002); UK—Transforming the Performance of HM Customs and Excise
through Electronic Service Delivery (Report by the Comptroller and Auditor General (HC 1267 Session 2002-03, November
2003);; USA—Electronic Tax Administration—A Strategy for Growth (IRS Rev.12-2000); USA—IRS s 2002 TAX FILING
SEASON: Returns and Refunds Processed Smoothly; Quality of Assistance Improved (US GAO, December 2002).

% For prior CFA work in this area, see ‘ Taxpayers Rights and Obligations—Practice Note' (July 2003),



o Consulting widely with taxpayers and/ or their representatives prior to the implementation of
changes; designing products more from a‘whole of taxpayer/client’ perspective.

e Taking advantage of modern technology offerings.

e Establishing and monitoring service delivery performance according to prescribed service
performance standards.

e Measuring client satisfaction with the level and quality of services offered.

e Demonstrating accountability by publicizing the levels of performance achieved against the
service standards set.

e Ensuring that there is an appropriate balancing of resources between service and enforcement
activities to achieve the outcomes being sought.

e Systematically identifying weaknessesin service delivery and devel oping organizational action
plans (including many of the strategies identified above) to address those weaknesses.

18. While this report focuses on the use of modern technology, al of the abovementioned matters are
interrelated and important considerations in understanding the nature, scope, and stage of development of
individual revenue authority approaches to service delivery. For these reasons, the survey questionnaire
included alimited range of questions aimed at eliciting broad information in these areas.

19. Survey data related to these matters are set out in Tables 1-9. Set out hereunder are the key
observations and findings:

e Most revenue authorities (24/31) have developed and published formal statements of strategic
intent for the delivery of improved services to taxpayers (refer example in Box 2); for 19/31
revenue authorities, these statements are underpinned by formal statements (e.g. charters) of
taxpayers' rights and/or the services they can expect (refer Table 1).

Box 2. New Zealand—our strategic intent
Providing more online services

Technology can allow our customers to interact with us whenever they wish, and make it easy for them to receive
information and meet their obligations. Therefore, we will continue to expand the range of electronic services
available to customers, as well asimprove the tools available to support staff in their jobs.

Priorities for the year include:

e Allowing taxpayers and other customersto look up their personal account information in a secure
environment on the web.

e Introducing natural voice recognition options to our automated phone service.

e Introducing image technology to scan and process paper-based returns—improving our efficiency and our
speed-to-answer customer queries.

e Promoting our on-line services through our advisory services and Agent Account Managers.

Source: Our focus for the year ahead—2004-05 (New Zealand Inland Revenue department)

e Most revenue authorities reported that their strategy for improved delivery of services included
activities dong the following lines 1) increasing the range of éectronic services offered;
2) providing more tailored approaches for services to individuals, 3) simpler tax laws and/or
procedures; 4) better guidance to assist taxpayers meet their obligations; 5) new and/or stronger



partnerships with other parties; 6) initiatives to improve timeliness of administrative actions; and
7) increasing the skills of their workforce (refer Table 1).

o A few revenue authorities reported the setting of challenging (and in some cases, mandated)
targets for the delivery and take-up of electronic services:

— UK IRD and C&E: all servicesto be offered el ectronically by 2005; with a 50% take-up
overall of tax returns and payments;’

— USIRS: 80% of al tax and information returns being filed electronically by 2007; all
returns prepared electronically to be filed electronically by 2003.”

e Evidence of the adoption of “customer segmentation” approaches to the planning and delivery of
taxpayer services was observed from the survey responses of the majority of revenue authorities,
athough these approaches naturally vary in terms of their scope and intensity (refer Table 4):

— Around haf of the 31 revenue authorities have established dedicated inquiry services for
large taxpayers by industry groupings;

— 18/31 revenue authorities have nominated tax officials (i.e. account managers) that act as
thefirst point of inquiry for designated large tax payers,

— 19/31 countries have formal consultative arrangements with representatives of large
corporate taxpayers,

— 18/31 revenue authorities have specific service/education programs for new businesses to
ensure that they handle their tax matters correctly from their first dealings;

—  14/31 revenue authorities reported use of integrated return filing and payment products.®
— 17/30 revenue authorities administering PIT reported the use of simplified tax returns for
taxpayers with simple tax affairs.

e Tax professionals are significant stakeholders in the tax systems of many member countries, and
thisis supported in a variety of ways by revenue authorities (refer Table 9):

— 19/31 revenue authorities indicated the provision of dedicated inquiry services for tax
professionals;

— virtualy al revenue authorities reported the operation of special consultative mechanisms
for tax professionals;

—  25/30 revenue authorities reported having plans to enhance their relationship with tax
professionals.

e Beyond tax professionas, other stakeholders specifically identified in revenue authorities
service delivery strategies were accounting software developers (24/31), employers payroll
agents (20/30), and financia institutions (23/31) (refer Table 2).

o The mgority (24/31) of revenue authorities have established time-bound service standards for
some/most aspects of taxpayer service delivery; however, only 13/31 revenue authorities reported

® Inland Revenue e-Services Strategy (January 2002).
"IRS Electronic Tax Administration—A Strategy for Growth (Publication 3187 (rev.12-2000)).

8 These are arrangements enabling businesses to report and pay multiple tax liabilities (e.g. VAT, personal income tax
withholdings, advance payments of corporate tax) with a single return and payment.



having a comprehensive set of such standards (i.e., standards covering a broad range of taxpayer
services), and making public the results achieved, while substantial variations were observed
across revenue authorities in the standards of timeliness offered for some service products (refer
Tables 3, 6-8).

o The mgority of revenue authorities place importance in gathering feedback from taxpayers on
their perceptions of the services offered, including their quality; periodic surveys are conducted
of taxpayers perceptions of service delivery in 20/30 revenue authorities, 17/20 revenue
authorities undertaking such surveys make public the results obtained (refer Table 3).

o Reported staff resources alocated for taxpayer service functions vary substantially across
revenue authorities (refer Table 1); (NB: Issues of resource classification may be a problem
here.)

Revenue Authority I nvestments in Information Technology

20. A critical issue for all revenue authorities is the amount of funds available for information technology
(IT) investments and operations. Historically, modern public sector organizations have invested significant
amounts of their operating budgets to develop and support the provision of modern IT capabilities. While
data on the incidence of such expenditure across revenue collecting bodiesis limited, a broad rule of thumb
in the 1990’ s was that such expenditure, where supporting a comprehensive set of IT capabilities, typically
represented around 10% of a revenue authority’s total budget (NB: Based on survey data, this benchmark
now appears in need of substantial upwards revision—see below.)

21. The 2004 survey included a number of questions on information technology expenditure’ of revenue
authorities, in particular concerning the provision of modern arrangements for the provision of electronic
services to taxpayers. While comparisons of this kind may raise questions concerning expenditure
classification, the objective was to get a general idea about the level of IT expenditure and its trend, and the
extent of new investments being made. (This matter was not addressed in the 2000 survey.)

22. Survey data related to these matters are set out in Table 31. Set out hereunder are the key observations
and findings.

o Generdly speaking, revenue authorities appear to be devoting an increased proportion of their
operating budgets to the provision of modern IT capabilities; for the 26/31 revenue authorities
that responded to the questions in this area, average annual expenditure (as a share of the total
operating budget) was 13.2% (latest year) and 12.8% (prior year) (refer Table 31).

o There were significant variations in the relative levels of IT expenditure reported by surveyed
revenue authorities for both the latest and prior years (which, in part, may be due to differencesin
expenditure classification) (refer to Table 31):

— 3/26 (4/26 for prior year) revenue authorities reported expenditure exceeding 20% of tota
budget;

— 9/26 (7/26 for prior year) reported expenditure between 15-20% of total budget;
— 5/26 (7/26 for prior year) reported expenditure between 10-15% of total budget; and

® For survey purposes, defined as the costs of equipment, manpower, services, contracts, and overheads to develop and operate the
organization’s T capability



— 9/26 (7/26 for prior year) reported expenditure less than 10% of total budget.

e On average, annual expenditure on new IT investments constituted around 45% of total IT
expenditure for both years, although the proportions reported by individual revenue authorities
varied substantially.

o Relatively few revenue authorities were able to isolate the aggregate cost of Internet, other e-
services and call centre operations; revenue authorities reporting this expenditure reported
amounts in the range 5-15% of total IT expenditure.

e A number of revenue authorities, in the main those with a high proportion of IT expenditure,
were able to demonstrate outstanding levels of taxpayer service (largely facilitated by
technology) in one or more aspects of administration:

— A small number of revenue authorities reporting high electronic filing (EF) take-up rates
are able to complete processing of the bulk of personal income tax returns (PIT) returns
(with refunds) in less than 10 working days.

— A small number of revenue authorities reported the processing of the bulk of VAT refund
clamsin lessthan 21 days.

— A small number of revenue authorities reported the answering of the bulk of telephone
inquiries within a 30 second timeframe.

Electronic service delivery

23. Governments worldwide have increasingly over the last 5-10 years been demanding substantially more
effective the use of modern technology systems for the delivery of servicesto citizens and businesses (refer
example in Box 3). Nowhere in the public sector has this been more relevant than in the area of revenue
administration with its substantial information provision and processing responsibilities (i.e. the timely
provision of information to taxpayers and tax professionals to assist them comply with the laws and the
operation of modern electronic facilities for capturing taxpayers' liability information and tax payments).

Box 3. Excerpt from the UK IR’s 2002 e-strategy document

The Revenue's e strategy takes as its starting point key elements of the government’s reform agenda.

From the business perspective the latest E envoy report (http://www.e-envoy.gov.uk/2000/strategy/piureport/contents.htm)
confirms that government departments will be exemplars in making the UK the natural place to do e business. Our focus is to
devise ways in which, by exploiting to the full technological opportunities, we can derive ways of working with business to
minimise their compliance burdens and to reduce their costs in consequence. We will be seeking to achieve simpler processes
administered with a lighter touch. For individua citizens, we will encourage as many of our customers as possible to receive
information and do business with us electronically, either directly or with the assistance of intermediaries thereby playing an
important part in helping to close the "digital divide." We will do so by "making sure that public service users, not providers,
are the focus, by matching services more closely to people’s lives." (Modernising Government White Paper March 1999) This
will involve both our working with others to seek ways of delivering seamless services across departmental boundaries and
increasingly focussing our staff to work on customer support rather than processing.

It will also reguire us to engage more with other organisations such as the Post Office, CAB and others in the public and private
sectors to provide alternative ways to do business with us.

Source: UK IR website.




Use of the Internet to Provide Tax System I nformation

24. The report of the 2000 survey noted that all respondents (15) had established internet websites that
allowed the downloading of forms and provided general information. The mgjority of sites (11/15) allowed
for online tax return filing. The FSM accordingly recommended, in line with the Taxation Framework
Conditions on taxpayer service, that ........... revenue authorities develop Internet websites where
information such as tax legidation, rulings, case law, revenue statistics and forms can be viewed and
downloaded. This provides some brief context for the 2004 survey findings and results.

25. Detailed information on use of the Internet by revenue authorities for information provision and related
matters are set out in Tables 10-13 of Appendix 3. The key observations and findings are set out hereunder:

o All 31 surveyed revenue authorities have implemented a website for the provision of information
to taxpayers (refer table 11).

o  Generaly speaking, revenue authorities have substantially increased the information content and
functionality of their websites since the last survey; the information content of revenue authority
websitesisreflected in the following data (refer Table 11):

— All 31 revenue authorities provide general information (e.g., forms, brochures, etc., )

— 23/31 provide more extensive tax topic specific and mediainformation;

— 23/31 provide the capability for accepting some/all taxpayers' transactions (e, g., tax
returns and tax payments);

— 17/31 provide access to taxpayers’ computer records,

— 26/31 provide accessto legal interpretations and legidation;

— 21/31 provide access to genera information concerning the revenue authority; and

— 11/31 provide most/all categories of the content categories described.

e Measured in terms of website size, functionality, and the number of annua page requests (i.e. for
last completed fiscal year), revenue authority websites have become a substantial medium for the
provision of information and transaction services (i.e. returns and payments) to taxpayers in
many member countries (refer Box 4, Tables 11 and 12, and data hereunder):

Country Size of website Pagerequestsin last full Taxreturnfiling  Tax payment Accessto client
(pages) year (mins) capability? capability? records?
Austraia 356,800 /1 153 v v v
Austria 2,550 120 v v v
Canada 50,825 209 v v v
Denmark 500,000/1 36 v v v
France ? 147 v v v
Italy 17,000 175 v v v
Mexico 7,424 28 v X X
Netherlands 30,000 31 v X X
N. Zealand 3,000 51 v X v
Spain 10,000 95 v v v
Sweden 10,000 87 v v v
Switzerland 8,214 30 v X X
UK IRD 80,000 45 v v v
USA 20,652 463 X v v

/1. Includes legal reference database



Box 4. Information and help via the I nter net

“Internet is a powerful resource that administrations can use to enter into closer contact with the taxpayers and
the Italian Revenue Service has made a firm commitment to developing on line services. In addition to obtaining
information, the web makes it possible for taxpayers, safely from their own homes to carry our operations such as
submitting tax return forms, paying taxes and registering rent contracts- all at the press of a button. A particularly
innovative on line service is the “tax mail box”. This allows taxpayers to check information on their own tax
position (e.g. tax returns submitted, payments made, personal assets, etc.,) Taxpayers can now also reguest
information using Italian Revenue Service's web mail service. The Contact Center automatically acknowledges the
receipt of all emails sent and provides instructions if delivery fails, and provides taxpayers with the relating
answers.”

Source: Page 29 of Italian Revenue Service—2003 Guide.

o Extensive efforts are being made by many revenue authorities to attract greater usage of their
websites; strategies reported by revenue authorities included (refer Table 13):

— The development of more user friendly/customer intuitive design features, including
greater integration of online services,

— Considerable advertising and promotion through a variety of outlets;

— Reorganisation and presentation of information content by taxpayer/stakeholder segments,

— Targeted assistance for newly registered businesses;

— 24 hour/7 day availahility;

— Monetary incentives (e.g., rebate of late payment penalty where e-pay facility used; and

— Increasing the range of transaction applications available (e.g., registrations, accounts).

e Anoutstanding example of the success that can be achieved in thisareais the Australian
Taxation Office’'s Tax Agent and Business Portal (described in Box 5 below).

Box 5. The ATO’s Tax Agent and Business Portal

Background: Following the implementation of the Australian Government’s Tax Reform in 2000, the ATO initiated a
program of “Listening to the Community”. This program was aimed at understanding how the tax system was working for the
community, as well as guiding to areas where our clients experience with the tax system could be easier, cheaper and more
personalised.

A key leverage client group, tax practitioners/tax agents were seeking greater access to ATO information, particularly
information that the ATO held in respect of their clients. This was aready available through the Call Centres, however, in peak
transaction periods, the waiting times were too great. Staffing levels were increased at the call centres to deal with the ever
increasing traffic, but the expected standards were still unable to be maintained during the peak periods. The information most
commonly sought was the account, obligation, due date, as well as confirmation of client lists for agents.

The Portal — First Steps: In direct response to the need for information, the ATO launched the first Tax Agent Portal in
October 2002. Thefirst portal allowed tax agents to access lists of their clients, access due dates for lodgement as well as better
navigate some of the static information regarding tax administration.

Within a year — in late 2003, the ATO had delivered 4 further releases of the Tax Agents Portal. By December 2003, we had
delivered access to their clients account details — balance, interest charges, penalties, due dates. They also were able to access
the registration details, as well as update functions for address, obligations/role and account details where their refunds would
be deposited. The access provided was real time access to the ATO's core systems. If a transaction was updated, they could
enquire on that information and see that it had been updated — immediately.

Business Portal: The ATO's Business Portal was implemented in March 2004, and is available to al registered Australian
Businesses. Through the Portal, they are able to view their account and registration details, as well as request refunds, transfer
credits between their ATO accounts, update their registration details and request refunds of available credits.




The development and implementation of the Business Portal was also one of the results of the “making it easier cheaper and
more personalised” initiative. It was strongly demanded by Business, knowing that their tax agent had access to this
information — they too wanted it. All Businesses using the Portal are registered with an ATO Digital Signing Certificate (DSC)
for both authentication and non-repudiation purposes.

Real Time Processing: Thereal time processing feature allows either a Tax Agent or a Business to lodge a Business Activity
Statement (a monthly or quarterly return for GST, Income Tax, FBT and other instalments) and have their ATO accounts
updated immediately. For example, if a Business Activity Statement is lodged on-line, the result of that return will be posted to
their account. They will be able to access their account and see the new balance. In the case of arefund, it will be paid into
their account in three days. In the case of a debit, they will be assisted to the internet payment facility with their bank. Other
notable features include error messages that prompt the user to rectify some of their information before the transaction can be
processed. A common problem for us is an incorrect bank account number for refunds. The portal will advise them that the
account is incorrect and point them to the screen where they can correct it — before they log off.

Key Benefits of the Portal: These include 1) a better range of options in dealing with us; 2) 24x7 availability; 3) certainty of
outcome — real time processing gives an assurance that the transaction is both received and processed; 4) security of client
information; 5) saves time and cuts down paperwork; 6) improved data quality; 7) reduced error rates; 8) reduction in costs —
reduction in callsto our call centres— less time waiting in queues; and 9) a platform for future development — e.g. web services.

While there are a number of aspects that impact on call volumes, there has been a constant decline in call volumes since the
implementation of the portal in 2002. This has been very noticeable from the Tax Agent perspective — a reduction of 10%
during peak periods compared to last year. The business call volumes are also reducing, and for both, the increased volume of
transactions and enquiries on the portal is met by a decrease in call volumes. It is claimed that of the overall staff reduction in
our call centres, approximately 40 full time staff is as aresult of the portal.

Some Statistics:. The ATO's portal has recently replaced the phone as the main channel for interaction with the ATO.

Tax Agent Portal: There are 21,000 registered tax agents in Australia— 9,000 Tax Agents use the portal on a weekly basis;
600,000 unique log-ins per month; and more than 1,000,000 page hits per week.

Business Portal: There are just over 3 million small businesses in Australia—120,000 businesses have ATO Digital Signing
Certificates (DSC) and access to the business portal; 30,000 unique log-ins per month; 101,000 on-line transactions (updates)
since March thisyear.

Source: Tax Agent and Business Portal Discussion Paper—ATO (Version 1, October 2004)

o Significant attention is being given to improving accessibility by inquirers to satisfy their
requirements; access to information by inquirers is facilitated by a range of operational features
of revenue authority websites:

— 23/31 revenue authorities reported a practice of organising information content principally
by major taxpayer groupings/ segments,

— 28/31 sites provide links to other government departments and/or sites of different levels
of government;

— 21/31 sites provide the capability to navigate between the transaction and information parts
of the site; and

— 10/31 sites provide cross channel links to other service channels.

e Revenue authorities reported a fair variety of security measures techniques (i.e. varying
combinations of PIN, PKI, User ID, and shared secrets) for giving taxpayers online access to
their personal data.

Electronic Filing of Tax Returns and Electronic Tax Payments and Refunds

26. Over the last 10 or so years, national revenue authorities in most OECD member countries have been
transforming their administrative processes for receiving tax payment and tax return data to take



advantages of the potential benefits of optimally employing modern technology, in particular the electronic
transmission of critical taxpayer data.

27. Historically, the paper-based processes associated with tax returns and payments processing have
consumed a considerable proportion of the resources of revenue authorities, in some cases in the region of
20-30 percent. With pressures to reduce staff and expand value-adding compliance work (both of a service
and enforcement nature), revenue authorities have had considerable incentive to automate these processes
through greater use of technology. Significantly, there are other benefits to be attained from optimal use of
technology in these areas. 1) faster collection of government revenue; 2) improved data accuracy and
elimination of reverse workflows; 3) reduced paperwork for taxpayers; 4) speedier crediting of tax refunds;
and 5) speedier capture of taxpayer data for a range of administrative purposes. In aggregate, there is
strong business case for revenue authorities to invest substantial funds and efforts to establish modern and
comprehensive systems of electronic filing (EF) and payment.

28. The report of the 2000 survey noted that 75% of surveyed revenue authorities (12 of 16) provided an
eectronic filing capability for individua and corporate taxpayers. Issues identified with electronic
transmissions were the costs and capacity of transmission. Some revenue authorities could only offer a
limited number of connections which tended to be alocated to tax professionals and other service
providers who could transmit information of behalf of their clients.

29. Acknowledging the enormous potential benefits to be gained, the FSM recommended, in line with the
Taxation Framework Conditions on taxpayer service, that ........... revenue authorities develop systems
for accepting tax return data and other information by use of the new technologies. This provides some
brief context for the 2004 survey findings and results relating to electronic filing.

30. Survey data related to this aspect of taxpayer service delivery are summarized in Tables 14-21 (see
Appendix 4). Set out hereunder are the key findings and observations arising from analysis of survey
responses:

Electronic filing of personal income tax (PIT) returns

o There has been considerable growth in the provision of EF capabilities for PIT taxpayers; 24/30
revenue authorities surveyed™ have implemented systems of electronic filing (EF), with 4of the
remaining 5 scheduled to implement such systems in 2005 and 2006; 11/24 implemented EF
arrangements between years 2000-2004 (refer Table 14).

o Take-up rates (i.e. the proportion of eligible taxpayers using such facilities in the last completed
fiscal year) across member countries vary substantialy, reflecting a range of factors that are
elaborated elsewhere in thisreport (refer Table 14):

5/24 revenue authorities have achieved take-up rates in excess of 50%;
— 724 revenue authorities have achieved take up rates between 25-50%;
2/24 have achieved take up rates between 10-25%; and

9/24 have achieved a take-up rate less than 10%.

e  One revenue authority (i.e. Italy’s Agenzia delle Entrate) reported a take up rate of 100%. This
has been achieved by a combination of mandatory use of EF by tax professionals, provision of a
taxpayer-initiated Internet service, and the engagement of banks and post offices to receive and
electronically process other tax returns for a fee paid by the revenue agency. The volume of

10 One survey respondee (i.e. HM Customs and Excise) does not administer personal income tax arrangements.



returns processed via the use of post offices and banks is reported as relatively insignificant

(around 1.3%)

11

o Not surprisingly, thereis afair degree of correlation between the length of time EF arrangements
have been in place and the take-up rate achieved to date (refer Table 14 and data subset

hereafter):
Takeupratein last Number of revenue authorities x number of yearsEF in place Totals
full year (%) <3years 4-6 years 7-9years  10-12years  >12years
<10 7 2 9
1-20 1 2 3
21-30 1 1
31-40 1 1 2 4
41-50 1
51-60
61-70 1 2
71-80 1 1
80+ 2 1 3
Totals 9 8 1 4 24

¢ |n addition to the length of time EF arrangements have been place, the use of incentives/
inducements appears to play a significant role in achieving good take-up rates, although this has
largely been achieved in most countries without the use of mandatory EF requirements (refer
Table 18 and data subset hereunder).

Country Incentives or inducementsintroduced or planned
with EF Faster L onger Reduced Mand- Free use On line Mail out Monetary
take-up refunds filing return atory of filing help promos. incentives
>30% data software facility
Australia v v v v
Canada v v v
Denmark v v v v
Iceland 4 v v
Ireland v v v v v
Italy v v v v v v v
Mexico v v v v v
Norway v v v
Switzerland v v v v
USA v v v v v

o Experience from the US Interna Revenue Service indicates that substantial increases in ELS
take-up rates can be achieved year-on-year by concerted and comprehensive administrative

actions (refer commentary from areport of the US General Accounting Officein Box 6).

1 Also relevant to this observation is the fact that, unlike in some other OECD countries, the majority of employee taxpayers are
not required to file annual tax returns owing to the cumulative withholding arrangements in place.



Box 6. |RS Experience—Concerted Actions Can Produce Good Results

“The number of individual tax returns filed electronically grew from about 40.2 million in 2001 to about 46.9 million in 2002—
an increase of about 16.5%—and the percentage of individual tax returns filed electronicaly reached 35.9 percent”

“Over the years, IRS has identified many impedi ments to electronic filing, including privacy and security concerns, cost, lack of
awareness of or interest in electronic filing, an inability to file all forms and schedules electronically, and a need to send certain
paper documents to IRS even if the return was filed electronically. In 2002, the IRS took numerous steps to alleviate these
impedi ments and thus encourage more electronic filing that included the following:

e Increase the electronic filing marketing budget from $9 million in 2001 to about $15 million in 2002 and focusing the
marketing campaign on taxpayers and practitioners who filed computer-prepared returns on paper.

e Mailing a postcard to about 23 million taxpayers, including about 8 million taxpayers who had prepared their return on a
computer but filed on paper, informing them of the benefits of electronic filing and the self-select personal identification
number (PIN) program. The postcard also informed them that professional tax return practitioner could be used to file their
returns electronically and explained how the self-select PIN can be used to sign returns filed through atax practitioner.

e Mailing two different lettersto tax practitioners. Thefirst letter was sent to practitioners who were aready participating in
the electronic filing program to thank them for participating and encourage them to continue to support the program. The
second letter was sent to practitioners who were not participating in the electronic filing program and told them about the
benefits of electronic filing; changes that had been made tot the program, and pending changes. IRS enclosed a document with
both letters that provided more information on the benefits of electronic filing and the self-select PIN program. In total, about
250,000 |etters were sent to practitioners.

e Reinstating the practitioner PIN program. In 2001, practitioners informed IRS that they liked the practitioner PIN
program, which IRS had terminated in favour of the self-select PIN program, and would like lot see it reinstated. As of October
25, 2002, 83.9 percent of tax returns prepared by tax practitioners and signed by a PIN were signed through the practitioner PIN
program. The other 16.1 percent were signed using a self-select PIN.

e Changing the self-select PIN program at the request of tax practitioners. In 2002, taxpayers entered only their adjusted
gross income from the prior tax year to verify their identity. In 2001, taxpayers had to enter not only their adjusted grossincome
but aso their total tax to verify their identity. Tax practitioners wanted the number of items used to verify identity reduced—
known as “shared secrets’—reduced from two to one, because errors related to shared secrets resulted in numerous electronic
returns being rejected. Consistent with the reduction in the number of shared secrets from two to one, the number of reject
conditions on electronic tax returns as a result of shared secrets went down from 2.1 million in 2001 to about 1.3 million in
2002.”

e Making 30 additional forms and schedules €eligible to be filed electronically, thereby enabling, according to the IRS, 99
percent of al individual forms and schedulesto befiled electronically”.

“IRS has two initiatives planned for the 2003 filing season—making electronic filing free for millions of taxpayers and offering
services to practitioners who file a certain number of returns electronically.”

In 2003, the IRS achieved atake-up rate for individual returns of around 40 percent—an increase of about 11 percent on 2002.
For 2004, the take-up rate for e-filed returns (as of September 2004) was 47 percent, reflecting further significant gainsin the
success of the IRS's e-filing services.

Source: IRS's2002 TAX FILING SEASON: Returns and Refunds Processed Smoothly; Quality of Assistance Improved (US
GAO, December 2002).

e Current preferred media for EF are taxpayer-initiated via the Internet (12/24) and use of tax
professionals (7/24); use of private phone systems for EF purposes is currently not significant,
nor is it projected to be so for the future; future preferred media for EF are taxpayer-initiated via
the Internet (13/24) and use of tax professionas 7/24 (refer Table 14).




Tax professionals prepare a significant proportion of personal tax returns in many OECD
member countries (i.e. in 9/28 countries, the rate exceeds 50%), are significant users of EF
arrangements in many countries (e.g. Australia, Canada, Italy, and USA), and may present
considerable potentia in a number of countries (i.e. Austria, Finland, Ireland, Korea, Poland,
Turkey, and the UK) to leverage substantialy increased EF take-up rates in the medium term
(refer Table 9).

Despite extensive use of EF arrangements in member countries—24 of 29 revenue authorities—
only three revenue authorities (i.e. Australia, Canada, and USA) reported use of a challenging
performance standard for faster tax refunds that might encourage some taxpayers to use such a
facility (refer Table 6); Sweden has reported a planned move (from 2005) to expedite the
crediting of overpaid taxes to taxpayers' bank accounts.

As a result of their successes with automating the capture of taxpayers return information, a
number of revenue authorities have developed or are in course of developing new products to
enhance service delivery:

— Denmark, Finland, Norway, and Sweden: in these countries, the vast mgjority of personal
income taxpayers (i.e. virtually all employees and pensioners) receive a pre-populated income
tax return that details known income sources and deduction items (obtained from third party
reports) that significantly reduce the amount of effort required to complete their return filing
obligations (refer Box 7).

— lceland: taxpayers are able to obtain via the Internet a digitally-signed certified copy of their
tax returns for their personal use (e.g. for bank loan application purposes).

— Denmark: taxpayers can obtain access via the Internet to third party income reports and
related information held by the tax authorities to assist their return preparation.

— Finland: has under development a system for enabling taxpayers to access an electronic
contact database—a repository of communications from the tax authority for taxpayers that
will be notified by short signal messages (SM S or email).



Box 7. Anatomy of the system of pre-populated returnsused by Nordic countries

To facilitate taxpayers compliance, revenue bodies in Nordic countries have for a number of years operated a system of
preparing and issuing pre-populated returns to the majority of personal income taxpayers. The success of the system (outlined
below for Norway) rests on four fundamental requirementsthat are met in practice in each of the countries concerned: 1)
the existence of a high-integrity taxpayer identification number that can be reported with a variety of third party
infor mation reports and used to accurately assemble data for individual taxpayers,; 2) a comprehensive system of third
party reporting requirements in tax laws; 3) a very high degree of automation in the reporting of accurate third party
reports by payers and other relevant third parties to the revenue body; and 4) tax withholdings at source calculated to
approximate to taxpayers end-of-year tax liability.

An outline of how the system works in Norway, which essentially isin line with the system in the other three countries, is set out
hereunder:

e Tax cards are prepared (annually) and sent to each wage earner and employer by loca tax offices. Each tax card
indicates a tax rate, calculated using historical data (i.e. income and deductions) employers should apply when
withholding taxes from payments. The information on which the rates are based is stated on the tax card. The rate is
calculated so that withholdings over the course of a year approximate to a taxpayer’s liability for the full year.
Taxpayers deal with their local tax assessment office, or make requests electronically via the Internet, if they wish to
have their tax card varied.

e All citizens have a national identification number (with check digit) that must be recorded by a range of third party
payers and other parties and reported to the revenue body with information reports.

e The tax law contains a comprehensive set of third party reporting obligations covering both income, deductions, and
sales and purchases of assets etc. The vast majority of these third parties are required to report electronically (and this
occursin practice), and all information reports must be received within 3 weeks of the close of relevant year of income.

e  The revenue body requires around 10 weeks to capture, edit, match, and assemble al relevant data for the purposes of
preparing a pre-populated return that contains comprehensive line item income and deduction data, as well as
calculations of total tax liability and any further amounts payable or refundable.

e Prepopulated returns are sent (on paper) to taxpayers in early April and a response is required within 3 weeks.
Taxpayers can respond by 1) SMS; 2) telephone; 3) Internet; or 4) on paper. Methods 1 and 2 can only be used where
no adjustment is required to the information in the return. The vast bulk of taxpayers then receive a fina notice of
assessment in mid-June. If applicable, a refund of any excess tax is credited to their bank account. Average refunds
tend to be relatively small owing to the design of the withholding mechanism. Other taxpayers receive their notices
later in October.

In 2003, around 40 million information reports were processed, enabling the issue of some 3.4 million pre-populated returns (for
the 2002 income year), largely to employee and pensioner-type taxpayers. Around 50% of these required no adjustment and of
the 1.11 million who responded € ectronically, around 0.570 million were by phone, including aimost 0.2 million by SMS.
Almost 90 percent of taxpayers received their notice of assessment and any refund due in June, with the balance sent in October
owing to joint assessment or the need for other follow-up actions/ checks.

Electronic filing of corporate profity incometax (CIT) returns

e There has been considerable growth in the provision of EF capabilities for CIT taxpayers; 21/30
revenue authorities administering a corporate income tax have implemented systems of EF, with
5 of the remaining 8 planning to implement EF in the period 2005-07; 11 implemented EF
between 2000 and 2004, including 4 in 2004 (refer Table 15).

o With few exceptions, take-up rates are substantially below the levels being achieved for PIT, no
doubt reflecting the greater complexity and data requirements of CIT returns and the resultant
difficulties presented for automation (refer Table 15):

—  4/21 revenue authorities have achieved take-up rates in excess of 50%;



— 2/21 revenue authorities have achieved take-up rates between 25-50%;
— 9/21 revenue authorities have achieved take-up rates less than 25%; and
— 4/21 revenue authorities' EF service only commenced in 2004.

e Given the difficulties being experienced, an increasing number of countries have implemented
(or are planning to) mandatory EF requirements for these taxpayers (refer Table 19 and data
subset hereunder):

Country Nature of mandatory EF requirement Y ear
effective
Austria For all companies with Internet access and annual turnover > €100,000 2004
France All companies with turnover > € 15 million per annum or that re owned (over 50%) 2002
by a company whose assets or turnover > € 600 million (€ 450 million in 2005)

Hungary For the largest 10,000 taxpayers 1999
Italy Compulsory for al companies/ employers, and tax intermediaries 1998
Mexico For al companies 2003
Netherlands  For al businesses with computers 2005
Spain Taxpayers with annual sales > € 6 million per annum 1999
us Corporations (assets > $50 million), exempt bodies (assets > $100 million) 2006

e Tax professionas prepare a significant proportion of CIT returns in many OECD member
countries and appear to present considerable potential in a number of countries to leverage
substantially increased take-up rates, subject to other incentives (e.g., streamlined data
requirements, longer filing periods) being provided (refer Table 9).

o Historically, corporate taxpayers have been required to provide extensive information with their
annud tax returns (e.g. balance sheets, profit and loss statements, multiplicity of schedules) in
all/most countries. Although this matter was not examined in the course of the survey, one
country that has achieved an exceptionaly high take-up rate in this area did so after
implementing a major rationalisation of tax return information requirements (refer Box 8).

Box 8. Australia: Reconceptualising corporatetax return infor mation requirements—a potentially useful step
to achieving success with electronic filing (EF) arrangements.

1. Up to the late 1980's, corporate taxpayers in Australia were subject to annual assessment procedures that required the
preparation and submission of a detailed tax return. A feature of those returns was the accompanying vast array of schedules
(e.g., balance sheets, profit and loss statements, and depreciation schedules) In practice; all such returns were physicaly
examined by technical staff known as assessors. Under these arrangements, it was not unusual for atax return (in A4 format) to
entail 50-100 pages of text, which in addition to complicating their examination by officials presented numerous logistical
challenges (e.g., meeting internal data capture needs, storage).

2. With the introduction of self assessment procedures which entailed a shift from universal examination by technical staff of al
returns to a quick vetting process carried out by clerical staff and a more selective post-assessment audit approach, the corporate
tax return was subject to a fundamental redesign.

3. The starting point to the redesign of the return form was that only information essential in all cases to the administration of the
tax laws would be required of taxpayers by way of the return form. In practical terms, this meant that only data essential to the
following requirements would be required via the return form: 1) taxpayer identification; 2) validating taxpayers' calculations of
taxable income and tax payable; 3) audit screening/ selection purposes; and 4) government statistical purposes.

4. The end result of the redesign process was the development of a corporate tax return that was, for al intents and purposes, an
input schedule (amounting to 4 A4 pages) comprised of selected data fields (i.e., taxpayer identification, calculation of profit or
loss for accounting and tax purposes, designated financia information, specific information for audit purposes (e.g., covering
overseas transactions)) presented in a logical format. The rationalization of return information requirements in this way was a
critical first step to their subsequent automation and the implementation of EF in 1994. By 2004, over 90 percent of corporate tax
returns were being filed via EF arrangements.




Electronic filing of VAT returns

There has been considerable growth in the provision of EF capabilitiesfor VAT taxpayers; 25/29
revenue authorities administering VAT systems have implemented EF arrangements, with the
remaining 4 planning to do so in 2005 and 2006; 17 implemented their EF arrangements between
2000 and 2004 (refer Table 16).

Take-up rates across member countries vary substantially and are, for the most part, relatively
low, reflecting the length of time the arrangements have been in place and practical
implementation difficulties (see Table 16 and example in Box 9):

— 3/25 revenue authorities have achieved take-up rates in excess of 50%;
— 3/25 have achieved take up rates between 25-50%;

— 5/25 have achieved take up rates between 10-25%; and

— 14/25 have achieved atake-up rate less than 10%.

Box 9. Onerevenue authority’s experiences and approacheswith VAT

“Getting firms to submit VAT returns online will be a major challenge, not least because paper based returns are
relatively cheap and easy to use. Customs first attempt to offer an e-VAT return was unsuccessful mainly because
customers had to obtain a digital certificate and there was little incentive compared to the paper-based system.
Customs have moved to the use of PIN numbers and passwords and are now seeking to get firms to submit VAT
returns on line voluntarily by developing a service which benefits firms and by targeting online services to particular
groups, such as software and management consultancies. In their take-up strategy, Customs are exploring and
devel oping new options, including the use of marketing, targeting, incentives and compulsion.”

Source: ‘Transforming the Performance of HM Customs and Excise through Electronic Service Delivery’ (UK
National Audit Office (November 2003).

Current preferred media for EF are taxpayer-initiated via the Internet (9/24) and use of tax
professionals (7/24), with only one authority reporting use of phone system (refer Table 16).

In addition to the length of time EF arrangements have been place, the use of incentives
inducements, including use of mandatory EF requirements for prescribed categories of
taxpayers, appear to play a significant role in achieving good take-up rates (refer Table 20 and
data subset hereunder):

Country Incentives or inducementsintroduced or planned
with EF Faster L onger Reduced Mandatory Free use of On line Mail out Monetary
take-up refunds filing return filing help promos. incentives
>20% data software facility
Australia v v v v
Austria v v v
Denmark v v v v v
Greece v v v v v v v
Italy v v v
Korea v v v v v
Norway v v v v v v
Portugal v v v v v v

With government support, a number of revenue authorities have implemented (or are planning to
implement) mandatory EF requirements for some/all VAT taxpayers (refer Table 20 and data
subset hereunder):



Country Natur e of mandatory EF requirement Year effective

Austraia For prescribed large businesses 2001
Austria For all companies with Internet access and annua turnover > €100,000 2004
France All companies with turnover > € 15 million per annum or that re owned (over 50%) by a 2002
company whose assets or turnover > € 600 million (€ 450 million in 2005)
Greece For prescribed large taxpayers 2000
Hungary For the largest 10,000 taxpayers 1999
Ireland All companies 2007
Italy Compulsory for all companies/ employers, and tax intermediaries 1998
Mexico For all companies 2003
Netherlands  For all businesses with computers 2005
Norway For all regular bimonthly filers 2004
Spain Taxpayers with annual sales > € 6 million per annum 1999

Electronic filing of enployer payroll reports*

e EF arrangements are being used fairly extensively for the capture of employer payroll data used
to support the various systems of PIT administration** conducted in member countries; 23/30
revenue authorities surveyed have implemented EF arrangements (refer Table 17).

o Take-up rates across member countries vary substantialy, reflecting both the time the
arrangements have been in place and the unique requirements of the revenue authority’s PIT
system (refer Table 17):

— 11/30 revenue authorities reported take up rates in excess of 50%;
—  2/30 revenue authorities reported take up rates between 25-50%; and
— 11/30 revenue authorities reported take up rates less than 25%.

e  Current preferred mediafor EF are employer-initiated via the Internet (7/23) and use of magnetic
tapes and floppy discs (6/23); future preferred mediafor EF are taxpayer-initiated via the Internet
(7/23) and use of payroll agents, presumably either using Internet or magnetic media (6/23) (refer
Table 17).

Electronic tax payments and refunds

31. Concerning tax payments, the 2000 survey noted that the vast mgjority of tax payments were made by
chegue (mail or in person) or bank transfer, with only a limited range of options available for automated
payment. In relation to the crediting of tax refunds to taxpayers bank accounts, it noted that the majority
of surveyed authorities offered a direct transfer facility via the banking system, athough the extent of
usage of this facility was not clear. In light of these findings, the FSM recommended that .......... revenue
authorities consider use of direct deposit programs for tax payments and refunds, and automated

12 Employer payroll reports (i.e. reports of individual employee income and tax withheld, etc.,) have avariety of uses for national
revenue authorities, depending on the nature of the PIT arrangementsin place. In those countries where employees are generally
required to file annual tax returns (e.g. Australia, Canada, and US), the reports are captured and processed to detect non-filers,
income omissions, tax credit over-claims, and under-remittances of withholdings by employers. In Nordic countries, the reports are
processed along with other income data to produce pre-populated tax returns that are sent to taxpayers to assist them meet their
end-of-year tax filing obligations. Given these requirements, revenue authorities in the countries affected place high importance on
efficiently capturing employment income reports and matching them with taxpayers' records. Given the large transaction volumes
involved, efficient data capture arrangements are a high priority for these revenue bodies.

13 These are described in the CFA’s information note  Tax Administration in OECD Countries: Comparative | nformation Series
(2004). They are: 1) Cumulative withholding—largely return-free; 2) Non-cumulative withholding—tax return generally required;
3) Reconciliation approach—issue of pre-populated returns for mgjority of taxpayers.



payments of social security, payroll taxes and other similar deductions. This provides some brief context
for the 2004 survey findings and results in these two aspects of tax administration.

32. Survey data for this aspect of taxpayer service delivery are summarized in Tables 22-23 of Appendix
B. Set out hereunder are the key findings and observations arising from analysis of survey responses:

e There has been considerable growth in the provision of automated payment capabilities for
taxpayers; 23/31 revenue authorities now offer automated arrangements for the payment of taxes;
these take the form of phone banking (10/23), direct on-line payment (22/23), and/or direct debit
facilities (15/23) (refer Table 22).

¢ Notwithstanding these offerings, there is considerable potential for many revenue authorities (and
taxpayers) to achieve far greater automation of tax payments—14 of 31 revenue authorities
surveyed indicated that mailed chequesor “in person” payments at banks or tax bodies are till
the predominant method for paying taxes (refer Table 22).

e |ncentives, most often in the form of increased time to pay/ file, are being offered by 9 of 29
authorities to achieve increased automation of tax payments (refer Table 22).

e A dight mgority of revenue authorities (16/29) provide a broad range (i.e. 4 or more types) of
payment facilities (both electronic and manual); significantly 3/29 reported only one facility was
available for tax payments (refer Table 22).

e Thedirect crediting by electronic means of refunds of overpaid taxesis awidely used mechanism
across surveyed countries (refer Table 23):

— 29/30 revenue authorities employ this facility for PIT, 4 on amandatory basis;
—  24/30 revenue authorities employ this facility for CIT, 7 on amandatory basis; and
—  25/30 revenue authorities employ this facility for VAT, 8 on amandatory basis.

Use of electronic mail

33. The report of the 2000 survey noted only limited use by surveyed revenue authorities (8 of 16) of
electronic email for exchanging information with taxpayers. Traffic volumes reported by revenue
authorities using email were very small. A major issue identified with electronic mail concerned taxpayers
privacy/ confidentiality. Acknowledging the wide and growing use of email as a form of communication,
the FSM recommended that ........... revenue authorities examine the feasibility of receiving and
responding to taxpayers inquiries by email. This provides some brief context for the 2004 survey
findings and results relating to use of electronic mail.

34. Survey data related to this aspect of taxpayer service delivery are summarized in Table 24 (refer
Annex 3). Set out hereunder are the key findings and observations arising from analysis of survey
responses:

e There has been considerable growth in the provision of email capabilities for revenue
administration purposes; aathough volumes are, for the most part, relatively small, a significant
number of revenue authorities surveyed (23/30) reported the use of email with taxpayers and their
representatives for the provision of information (i.e. non-client specific) in response to inquiries,
for sending reminders, and for marketing and education purposes (refer Table 24).



e  Three revenue authorities reported traffic volume in excess of 1 million emails per year, but these
figures appear heavily influenced by the use of email for marketing/ education purposes (i.e.
revenue authority-initiated) (refer Table 24).

e Revenue authorities were fairly evenly spread in their use of ‘free form’ and ‘ constrained’ email
formats and the use of special security/ privacy controls (refer Table 24).

o A small number of revenue authorities (3/30) reported a deliberate strategy of minimising/
discouraging email usage, including limiting publicity of the facility in order not to set undue
expectations on service delivery (refer Table 24).

Remote Use of Electronic Systems by Revenue Authority Staff

35. The report of the 2000 survey noted that 7/16 revenue authorities alowed remote access to their IT
network and systems by revenue authority staff. For the most part, access was limited to relatively few
staff and only 4/16 revenue authorities reported the provision of afacility enabling approved staff to access
taxpayers data in their corporate databases as part of these arrangements. Questions were also asked
concerning the types of security used and benefits perceived from these arrangements but the reported
results were inconclusive.

36. The 2004 survey gquestionnaire contained questions on a similar range of issues (e.g., use of this
facility, functions supported, numbers of staff, security, problems, and perceived benefits). The data
captured from revenue authorities’ responses are set out in Table 30. Set out hereunder are the key findings
and observations arising from analysis of survey responses:

e |ncontrast to the situation reported in 2000, there has been fair growth in enabling remote access
by staff, contributing to improved revenue administration:

— 19/31 revenue authorities reported use of remote access capabilities, although the extent of
this varies considerably (see next comments);

— 13/19 revenue authorities enable email functionality;

— 8/19 revenue authorities enabl e Intranet/ Internet access;

— 9/19 revenue authorities enabl e access to taxpayers data on corporate databases; and

—  6/19 revenue authorities permit access only for IT administration staff (e.g., database and
system administrators (refer Table 30).

e Revenue authorities reporting significant use of remote access facilities by staff werein Australia
(19%), Denmark (6%), New Zealand (5%), Spain (5%), UK C&E (5%), and Italy (4%) (refer
Table 30).

e The main problem areas reported by revenue authorities were security considerations (6/19),
costs (e.g., laptops for field staff) (5/19), and dow speed of responses (5/19); the main benefits
reported from use of remote access facilities were improved efficiency of mobile staff (16/19)
and improved case/issue development (5/19) (refer Table 30).

Telephone Inquiry Services

37. Public sector service delivery agencies, including revenue authorities, in developed countries have long
made use of the telephone to provide information to clients and their representatives. However, over the
last decade or so there have been major developments in the technologies available to assist with this
important function and the way in which agencies have delivered these services with the introduction of



modern phone inquiry services (hereafter referred to as ‘call centers).* Today, for many revenue
authorities, the telephone is the primary medium for direct communication with clients and thus a critica
component of their overall service delivery strategy.

38. Both the 2000 and 2004 surveys incorporated a question on revenue authorities' use of call centers.
Neither survey, however, clearly defined what was meant by use of the term, which was apparent from
some of the responses to the 2004 survey. The information provided in Annex 4 gives some background to
this matter. For the purpose of this report, call centers are telephone inquiry operations characterized by: 1)
specialist staff—use of specidly trained staff who deal directly with taxpayers inquiries (and who may also
initiate action on behalf of the revenue authority e.g. follow-up of unpaid debts, outstanding tax returns),
rather than acting as a referral service; 2) volume of calls—handle a large volume of phone inquiries in
relative terms; 3) technology—employ modern communication and other technology in their work; and 4)
centralized/regionalized—generally small in number, and operating on a centralized/regionalized basis to
achieve economies of scale.

39. Concerning use of telephones in tax administration, the 2000 survey dealt only with the use of
automated interactive telephone facilities and call centres for tax inquiries and debt collection purposes. It
noted that two thirds (10/15) of surveyed revenue deployed interactive phone technology to provide
services to taxpayers authorities, while 60% (9/15) used call centres for taxpayer services. Acknowledging
the importance of phone systems in revenue administration, the FSM recommended that... revenue
authorities develop interactive telephone answering systems for the many standard inquiries. This
provides some brief context for the 2004 survey findings and results relating to the use of cal centres
(including their use of automated interactive technology).

40. Survey data related to this aspect of taxpayer service delivery are summarized in Tables 25-29 (see
Annex 3). Set out hereunder are the key findings and observations arising from analysis of survey
responses:

e Applying the description set out in Appendix 4, the survey indicates that around half of OECD
members operate comprehensive cal centre arrangements for the provison of services to
taxpayers; in addition, three countries reported work is underway to establish modern call centre
operations in the coming 1-2 years (refer Tables 25 and 27).

e |Interms of traffic volumes and/or staff usage, call center operations are a significant feature of
the tax administration arrangements in a number of OECD countries, emphasising the reliance
placed on this form of taxpayer service delivery by the country’s revenue authority (refer Table
27):

14 “Since 1989 when there were only 13 departmental call centres there has been a significant increase with 133
centres now employing over 15,000 staff—45 centres are outsourced to the private sector.” Using Call Centresto
Deliver Public Services (Report by the Comptroller and Auditor General (United Kingdom)). December 2002.



Country M easur es

Traffic Number Staff usage Staff usage/ total Traffic Traffic volume
volume of centers  (last full year) staff usage (%) volume/ [citizen population
(millions) staff year (%)
Austraia 12 12 1,800 9.4 6,666 60.3
Canada 20.8 22 1,678 4.4 12,408 65.8
Ireland 2.2 8 250 4.0 8,800 56.4
Netherlands 8.6 5 200 0.8 43,000 ?7?7? 53.1
New Zealand 53 6 450 10.0 11,777 132.5
Spain 9.2 3 400 17 22,938 22.0
Sweden 4.7 10 500 55 9,400 52.8
UK (IRD) 32.2 24 6,500 9.7 3,772 53.2
USA 128.2 30 8,536 85 15,029 44.1

e Cadll centers in around one third of revenue authorities were reported as using a comprehensive
range of the technologies available for these operations; included in this are 16/27 revenue
authorities that deploy automated interactive phone answering systems (refer Tables 25 & 28).

Country Technologies
Phone traffic IVR Voice Computer telephony ~ Knowledge Other special
sharing recording integration tools technol ogy

Australia v v v v v v
Canada v v v v v
Hungary v v v v v v
Korea v v v v v

New Zedand v v v v v

Norway v v v v v v
Spain v v v v

Sweden v v v v
USA v v v v v v

e 15 revenue authorities reported operational hours for call centers of 10 hours or more per day,
with 9 of those reporting operational hours in excess of 12 per day; 6 revenue authorities reported
the availability of services on weekends (refer Table 27) .

o The mgjority of revenue authorities indicated that their call centre operations are co-located with
other revenue administration functions, and only seven reported separate operations although
these were manned by revenue authority staff in al cases; a small number of revenue authorities
reported the use of outsourced call centre operations providing a help service for on line services
(refer Table 27).

e  One country’s revenue authority (i.e. Mexico) reported the operation of an outsourced call centre
providing general advice to inquirers on tax matters, while the US reported a pilot project
(commenced early in 2004) for outsourcing tax law support.

o  Speed of access for taxpayers and response accuracy rates are important considerations in the
management of call center operations; revenue authorities in anumber of member countries
apply challenging performance standards in both these areas (refer Tables 7 and 26 and data
subset hereafter):



Country Access/ connectivity standard applied Response accuracy standard

applied
Australia Answer general inquiries: 85% within 120 sec; Answer tax professionals: 90% of all calls pass technical
90% within 120 secs (all periods), with average wait < 30 secs. quality check (al periods)
Austria Accept 80% of calls within 20 secs.
Canada Answer 80% within 120 secs. 90%
Ireland Answer callswithin 30 secs.
New Zealand  80% of calls answered within 20 secs. 85% of calls resolved on first contact
Norway 70% of general inquiries answered within 30 sec.; in-house centre/hel p desk
for on-line services: 90% within 20 sec.; and outsourced centers: 90% of
calls answered within 40 sec.
UK (C&E) Answer 80% of calls within 20 secs.
us % of callers obtaining toll-free service from assistors; average speed of % of calls answered accurately
answer (ASA) (i.e. numbers of seconds waiting before reaching assistor. based on avalid statistical

sample.

Whole of government service delivery approaches

41. The 2001 report acknowledged that a number of revenue authorities, in order to reduce taxpayer
burden, were exploring ways to minimise the number of contacts with customers and to decrease the time
required for those contacts. Methods such as establishing a single register via the Internet of business
information for use by government departments and public sector partnerships were being investigated. In
support of this direction, the FSM recommended that.... Revenue authorities may consider working with
other arms of government to investigate the benefits of single government registration points on the
Internet. More recently, this matter has been given special attention in OECD work (refer Box 10).

Box 10. I dentifying common business processes: applying a gover nment-wide per spective

The OECD E-government Imperative makes a case that governments structured along vertical structures (or “silos’) with little
interaction, are less efficient, and have more difficulty in providing seamless services to citizens and business. In terms of the
back office, the duplication of some common processes such as human resource management or payroll processing can result in
duplicate IT systems (and workers) across government, thereby raising costs. In terms of the front office, silos can result in
differing program rules and confusion on the part of users as to who to contact for which services. At al levels, agencies using
legacy systems developed separately have difficulty sharing data with one another.

The introduction of common front office interfaces such as electronic portals and middleware to join-up the individual systems
of different agencies has improved the quality of government interactions with businesses and citizens, but does not guarantee
that program rules are standardized or that agencies are sufficiently integrated to meet the higher expectations of users familiar
with online transactions with the private sector. |dentifying common services or user groups can help government agencies to
further integrate and improve their services.

As e-government managers are being asked to demonstrate that e-government initiatives create financial savings and improve
services, many governments are realizing that efficiency gains from ICT are inherently limited when approached solely at the
agency level. Some countries have looked at how duplication can be reduced from a whole of government perspective, notably
through “enterprise architecture” exercises that are designed to transform government into a business organization, rather than
one made up of multiple structures with overlapping mandates built-up over several generations.

42. A whole of government approach raises the question of what business processes are common across government agencies,
or groups of agencies, and how these processes can be better organized to maximize efficiency. By sharing common processes
and services across agencies, governments can, in theory, achieve considerable benefits of scale while reducing duplication,
diminating legacy systems, and fostering inter-agency collaboration.

Source: 3" OECD Symposium on E-government (March 2004)

43. The survey did not encompass specific questions concerning the extent of progress down the path of
‘whole of government’ approaches, given its aready broad scope. However, a number of survey responses



and related research identified developments pointing to some progress in this direction (e.g. Canada's
Business Number System, the Australian Government’s business register and number, the Finnish tax
authority’ s website portal for small/micro-businesses, and the Norwegian Government’s ALTINN project.

44. In arevenue administration context, a ‘whole of government’ approach is particularly applicable in the
case of the registration and reporting obligations of businesses (especially incorporated bodies).

45. Businesses are typically required, on their creation, to register with numerous government agencies, in
many countries at the national, state/regional, and/or local levels. Where conducted independently of one
another, these registration requirements can present a significant compliance burden on businesses, both in
terms of the amount of paperwork involved and time required to satisfy all obligations. To minimize the
burden on business proprietors and to improve the efficiency of government operations, it makes sense to
design the registration process on a ‘whole of government’ basis (i.e. registration information is captured
once and used by each of the different agencies with an interest while the allocation of a single ‘business
number’ facilitates dealings with and between the agencies involved. Canada’s business number system
(see description in Box 11) is a good example of a ‘whole of government’ registration and numbering
system for businesses.

Box 11. Canada’s Business Number—Simplifying businessregistration and numbering requirements

Businesses in Canada have long expressed their desire to simplify the way in which they deal with government. The
Government responded to these requests by committing to a more client-oriented service approach. In the early 1990's, the tax
administration initiated the creation and the implementation of the BN. This single number replaced the many numbers
previously required by businesses in their dealings with government institutions. The introduction of the BN aimed at helping
businesses reduce costs, save time and be more competitive while enhancing government activities such as registration and
client services, collections, audit and revenue accounting. In short, the BN helps both business and government reduce costs
while improving the efficiency.

By way of background, prior to the introduction of BN, when a business registered for various government programs, it was
assigned a registration number for each of these. The lack of a common identifier limited the government’s ability to share
information between various programs and required taxpayers to register separately with each responsible jurisdiction or
government entity. As aresult, taxpayers found that communicating with the government was complicated and confusing. In
order to improve the service to taxpayers, the CRA, in cooperation with a number of provinces, implemented the BN.

The BN is a numbering system that streamlines and simplifies the way businesses deal with the CRA. The BN is made up of a
nine-digit identification number unique to each business, followed by a program identifier (two letters) that identifies each
program. The BN enables businesses with more than one program account to file under one number, simplifying a taxpayer’s
dealings with federal, provincial, and other levels of government. For example, a taxpayer uses the same nine-digit BN to file a
Goods and Services Tax (GST) return and a corporate income tax return. This approach makes it easier for businesses to keep
records and reduces the reporting burden by eliminating the need to provide duplicate information to different programs.

To date, the BN has alowed the CRA to develop successful partnerships with ten federal departments and five provinces that
have adopted the BN as a program identifier for anumber of their business programs. The CRA is currently working with other
provincial governments to develop new partnerships as well as make the necessary legislative changes that will allow current
partners to expand the use of the BN.

Source: Compliance and Administrative Costs: Canada Revenue Agency (2004 CIAT Conference).

46. In addition to registration, businesses typically must report on a periodic basis to a host of government
bodies (e.g. taxation, statistical, corporate regulators) on their activities. This is another area where a
‘whole of government’ approach has considerable potential to produce benefits for both businesses and the
government agencies concerned. Much of the information that businesses must report is of a financia
nature and there is therefore scope to rationalize its reporting by a “captured once/used many times’
approach. An outstanding example of how this is being achieved in practice is described in Box 12:
Norway's ALTINN project—a shared channel for electronic dialogue with enterprises and individuals.



Box 12. ALTINN—Norway’sinitiative to reduce gover nment reporting requirements by business

Background. Until relatively recently, Norwegian enterprises were required to complete a series of public reporting forms to
satisfy government regulatory requirements. Surveys had indicated that Norwegian enterprises spent the equivalent of over
7,300 full-time staff on statutory reporting requirements. Thus, there were considerable potential savings to be obtained if these
requirements could be simplified and automated. In 2002, the Norwegian Tax Administration, Statistics Norway, and the
Enterprise Register Center (i.e. Bronnoysund) came together to create a common portal for public reporting. The portal was
launched in December 2003 and was in full operation throughout 2004.

Use of ALTINN. Users of ALTINN can either fill in the forms directly in the Internet portal or they can use their own IT
systems to transfer data, for example from salary and accounting systems or a year-end accounting package. Companies own I T
systems transfer pre-filled forms to the portal through a si2mple interface where subsequently the forms can be completed and
signed in the porta. Efforts have been made to make the forms as easily accessible as possible. Users automatically get alisting
of forms when they are due. ALTINN autometically lists al known and relevant information from the public agencies existing
IT systems and public registers. The forms are dynamic so there is no need to answer a question that is not specifically related to
the enterprise. A feature of the system is that it avoids the duplicated reporting of similar information to different public sector
agencies (e.g. enterprises financia accounts).

ALTINN is a24/7 solution which gives high flexibility for the users. Since commencement, 85 different public forms have been
published in the portal. During the first six months of 2004, more than 1.7 million forms have passed through ALTINN,
including 200,000 enterprises submitting tax reports, representing 50% growth on the prior year. The system is aso attracting
new public agencies, with the Loan Fund and the Norwegian Competition Authorities being new participants. In 2005, citizens
will be able to usethe ALTINN portal for electronic filing purposes—a potential market of 2.5 million users.

ALTINN: TRANACTION SOLUTION ARCHITECTURE
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Sour ce: The Authorities Strategic Commitment to a Shared Channel for Electronic Dialogue with Enterprises and Individuals
(Norwegian Tax Administration (September 2004)).




V. Conclusionsarising from the Survey’s Findings

47. The survey undertaken has produced a wealth of useful information reflecting on the progress,
achievements, and specific products offered by revenue authorities to improve taxpayer service delivery, as
well as their general approaches to the delivery of services. In the context of the directions identified and
approved by the CFA in January 2001, the following observations and conclusions can be made:

General

o There has been substantial progress since 2000 in the scope and nature of electronic services
offered to taxpayers and their agents by virtually all national revenue bodiesin OECD countries.

¢ Notwithstanding this progress, considerable potential exists for many national revenue bodies to
substantialy increase the take-up rates for the various services offered by them, especialy by
businesses. (NB: Some idesas for systematically identifying options for new incentives and other
approaches to increase e-filing take-up rates are reflected in an extract of areport emanating from
some recent research conducted in the UK which is attached at Annex 5).

e Thereisaclear trend of revenue authorities devoting an increasing share of their administrative
budgets to IT investments, however, the survey revealed a substantial variation in the levels of
the IT investments across member revenue authorities (from 5-25%), pointing to the need for a
number of authorities to review the extent of their investments in line with prevailing trends.

e Customer segmentation approaches to the deivery of services to taxpayers have become
increasingly significant (e.g. website information groupings, dedicated portals, account mangers
for large taxpayers, speciaist inquiry and consultative services for tax professionals) in line with
modern management and marketing approaches to service delivery.

e The significant role played by tax professionas in day-to-day tax administration in many
countries is receiving increasing recognition; over one half of revenue authorities have identified
tax professionals as a critical service delivery stakeholder and provide a range of tailored services
(e.g. dedicated call centre phone services, dedicated internet portals with transaction capabilities)
in recognition of this factor;

e Lessthan one half of revenue authorities in member countries have evolved a comprehensive set
of performance standards that guide the delivery of services to taxpayers, thus making it difficult
to draw conclusions for these bodies as to the standards of service generaly offered, and the
extent of any service delivery improvements resulting from the use of new technologies.

e Thelarge variety of channels available for service delivery (e.g. walk-in counters, phone, written
correspondence/mail, Internet, email, SMS, digital television), with their varying advantages/
disadvantages and costs, increase the need for revenue authorities to give careful consideration to
the development of a channel strategy for improved service delivery.

Use of the Internet

o The Internet has become a significant tool for the delivery of services to taxpayers; generaly
speaking, revenue bodies have substantially increased the information content, functionality, and
“user-friendliness’ of their websites since the last survey; over half of the revenue authorities in
member countries offered transaction services viatheir Internet sitesin 2004.



Electronic filing

Substantial progress has been made since 2000 in the use of electronic filing by taxpayers and
their agents for personal income tax administration purposes; indicative of this progress is the
fact that in 2003, the take-up rate for these services exceeded 50% in five revenue authorities,
with four achieving 80% or more (3 without mandatory requirements).

Progress in other areas (e.g. VAT, corporate income tax), largely covering businesses, is
considerably less advanced, although a small number of countries have demonstrated that very
high overall take-up rates (i.e. over 50%) can be achieved.

There is an emerging trend to mandate use of e-filing for prescribed groups of larger businesses.

Tax professionas, who prepare a significant proportion of personal and corporate tax returns,
may present considerable potential in a number of countries (i.e. Austria, Finland, Ireland, Korea,
Poland, Turkey, and the UK) to leverage substantially increased EF take-up rates in the medium
term.

Electronic payments and refunds

There has been considerable growth in the provison of eectronic payment facilities,
notwithstanding this devel opment, the take-up of these services has been slow, most likely due to
taxpayers concerns around security and fears of fraud.

The direct crediting of refunds of overpaid tax to taxpayers bank accounts is a widely used
facility across member countries, offering a range of benefits to both revenue bodies and
taxpayers alike.

Electronic mail

There has been a substantia increase in the number of revenue bodies using email (either in free
or congtrained form) for taxpayer interactions (mainly for taxpayers inquiries); however,
reported volumes are generally quite small and survey responses revealed a number of concerns
regarding effective management of email services; based on fairly limited data from a few
countries, revenue body-initiated electronic mail (e.g. formal notices of assessment, reminders,
marketing advice) may have considerable future and replace traditional postal channels.

Telephone call centers

Call centre phone operations, supported by modern telephone technology, are becoming an
increasingly significant element of the service delivery strategy of many revenue authorities in
OECD countries, reflecting drives for increased efficiency and accessibility for taxpayers to the
information they require to meet their tax obligations.

‘Whole of government’ service ddlivery approaches

Although not examined in detail, survey responses and accompanying research revealed a small
number of examples of initiatives in member countries based on ‘whole of government’
approaches to service ddivery; given the significant benefits potentially realisable, this may be an
area warranting further work by the Forum on Tax Administration.



V. Possible/Proposed Future Work Areasarising from Survey Findings

48. To further build on the progress that has been made since 2000, the Taxpayer Services Sub-group will
continue its role in 2005-06 of providing a forum for members to meet and discuss developments and best
practices, with emphasis on the further development of e-services in support of improved service delivery
for taxpayers. In addition, having regard to the survey findings and following on from discussions at the
most recent Subgroup meeting, new work isto be launched in the areas described hereunder:

o Take-up rates for e-Services: More effective strategies are needed in a number of countries to
significantly improve e-services take-up rates. In support of this, the Sub-group will carry out a
comprehensive review the strategies of successful revenue authorities with a view to identifying
ideas countries for consideration by members.

e Channel strategy development: As noted earlier in this report, the availability of new electronic
channels for service delivery increases the need for revenue authorities to have an effective
strategy for deciding the mix of channels (e.g. electronic, telephone, in-person) and products to
be used across the various segments of taxpayers (referred to as a ‘channd’ strategy). At its
recent meeting, the Subgroup supported a suggestion from Norway that a task group be
established to examine issuesfideas for a development of a channd strategy for a revenue
authority.

e Management of email: The Subgroup agreed at its recent meeting to review country use of email
in the delivery of services to taxpayers, with a view to developing a set of ideas for effective
management.

49. |n addition to the areas identified, the survey revealed numerous other areas where further work could
be of benefit of members. These include further exploration of successful ‘whole of government’
approaches to service delivery, developing service delivery standards, more detailed exploration of newly-
emerging taxpayer service products (e.g. integrated tax returns, pre-populated returns).

V1. Recommendation for Revenue Authorities

49. In light of the findings described earlier in this report, the Forum makes three recommendations for
revenue authorities:

¢ Revenue authorities are encouraged to use the survey findings to systematically benchmark
their own performance and to identify opportunities for improved service delivery to taxpayers,
particularly through the use of new technologies.

o Wherereevant, revenue authorities are encouraged to actively pursue enhanced strategies for
improving the take-up rates of e-services.

o Wherenot already in place, revenue authorities are encouraged to develop and implement
service delivery standards for the major services offered by them, and to measure and report
the performance achieved by them.



ANNEX 1
2000 SURVEY OF TAXPAYER SERVICE INITIATIVESUSING NEW TECHNOLOGY
50. The following narrative briefly presents the results of the portion of that survey (based on responses
from 15 countries) that dealt with the reduction of taxpayer burden and costs of tax administration.
51. On taxpayer service initiatives, the survey carried out by the Sub-group (covering 15 of the 30 OECD

member countries) found encouraging signs of the widespread adoption of new technologies by revenue
authorities. The key trendsidentified from survey responses are summarised in Box 13.

Box 13. Overview of emerging trendsin taxpayer service initiatives using new technology

Paper communications to electronic communications: Revenue authorities have introduced in their tax
administrations processes that use electronic media as a substitute for paper forms and manual methods currently in
use. In conjunction with this, technology to facilitate privacy and security is in various stages of testing and
employment. Currently a revenue authority has a functional program that permits businesses to file employment
tax returns electronically. Additionally there is a program that allows individuals to file their income tax returns via
the telephone.

Preparer/assistor to self-help/expert systems: There is a trend toward empowering taxpayers with the ability to
research tax-related inquiries and to complete returns on their own with minimal or no assistance necessary. One
example is the testing being performed by a revenue authority on “touch panel” public computers that taxpayers
will use in the preparation of their own returns. The system will use screen prompts and guides.

Cheques/cash to electronic funds transfer: Utilising the technologies developed for retail sales transactions,
revenue authorities are enabling taxpayers to satisfy their tax obligations by electronic transmissions.

Manual responses to automated voice/mail: Increased use of artificial intelligence software, centralised call
systems and Internet resources to improve service rather than increasing staff years to meet customer needs are
manifestations of a growing trend. One such initiative uses an automatic e-mail management system to read, route
and respond to e-mail inquiries.

Reactive programs to proactive programs. Anticipating the needs and wants of customers has generated a host
of initiatives. Rather than trying to remedy situations as they arise revenue authorities are planning in advance to
try and eliminate future problems. For example, resources are being expended to develop tax interactive web sites
for teens and planning web sites specifically tailored to the young (animation, etc.) and the elderly (large format,
etc.).

Segmented service to integrated/one-stop service: In an effort to reduce taxpayer burden revenue authorities are
exploring ways to minimise the number of contacts with customers and to decrease the time required for such
contacts. Methods such as establishing a single register, via the Internet, of business information for use by
government departments and public sector partnerships are being investigated.

Taxpayer to customer: There is a growing trend toward providing more services to the ultimate user, the
taxpayer. By formulating strategy and structuring the tax administration to better serve their customers revenue
authorities are becoming more responsive to their market. Citizen advocacy panels, workdays devoted exclusively
to taxpayers with chronic problems, and offering incentives for e-filing are only a few examples of this tendency.

52. Almost all respondents to the survey had established web sites that alowed the downloading of forms,
and provided answers to commonly asked questions. The majority of sites allowed for on-line form filing.



53. Overall, the human and paper elements were being removed and replaced with automated responses
and, in some cases, expert systems employing artificia intelligence. Where the human element remains, it
was noted that efforts were being employed to improve efficiency and to empower employees to take
actions, which can resolve the inquiry/problem at a single point of contact. Such initiatives involve
allowing employees to access mainframe computers storing total taxpayer data, providing expert systems
to quickly find the answer for the taxpayer, accessing electronic correspondence to provide timely response
and integrating all revenue systems to communicate with each other.

54. Some obstacles remain to the greater utilization of electronic technology. Two of these, electronic
security and electronic signatures, were reported as in various stages of development and deployment.
Another obstacle identified was the availability of computers to taxpayers. Several countries have
compensated for this by allowing “form-filing” over the phone, by establishing “kiosks’ in public places
that allow for filing and by using third parties such as the postal authorities and agents. It was noted that
the new generation of relatively cheap mobile Internet-enabled devices (e.g. WAP™ phones) might also
help bridge the current digital divide in this respect.

55. As noted in the December 2000 report to the CFA, the work of the FSM underlined the growing
importance of electronic means of delivering service to taxpayers and in reducing compliance costs. The
FSM welcomed the marked trend towards greater use of electronic mechanisms such as e-mail, web-based
tax knowledge repositories, electronic funds transfer, etc. to improve taxpayer service by administrations
and accordingly recommended that revenue authorities continue to facilitate the exchange of practices and
knowledge between administrations, both member and non-member, via the use of targeted meetings,
including appropriate expert meetings, the FSM Electronic Discussion Group, and the ongoing
development of the FSMKE web site.

15 Wireless Application Protocol (WAP) —A mechanism that allows mobile devices, such as phones, to access the Internet.



SURVEY QUESTIONNAIRE: TRENDSIN THE DELIVERY OF SERVICESTO TAXPAYERS

1. Respondent details

ANNEX 2

Country

Name and contact details of person responsiblefor this survey document

2. Service Delivery Strategy and Operations

General

2.1. Does your organization have aformal statement of strategic direction
or intent related specifically to the future provision of servicesto taxpayers. Yes No
(An example from the Canada Revenue Agency is attached for guidance

purposes.)

(If ‘yes, please provide an electronic copy with the completed survey response form.)

2.2. Do any of the activities indicated hereunder form part of your organization’s
strategy /program for improving services to taxpayers and/or their ability to
comply with their basic tax obligations?

Activities
(1) Increased availability and use of electronic services. Yes No
(2) Provision of amore customised/ tailored approach to delivering Yes No

servicesto individual taxpayers.

(3) Simplification of tax laws and/or administrative procedures. Yes No
(4) Better guidance to assist taxpayers meet their obligations. Yes No
(5) Initiatives to improve timeliness of administrative actions. Yes No

(6) New and/or strengthened partnerships with other parties
(e.g., other arms of government, tax professionals). Yes No

(7) Increasing skills of workforce. Yes No

2.3. Does your organization’s plans include any specific activities to enhance its
relationship with, and the tax services provided by, the parties identified?

(1) External tax advisors tax professionals; Yes No
(2) Accounting software devel opers/ Eservice providers, Yes No
(3) Banks and other financial institutions. Yes No

(4) Employers (for PIT employment purposes) Yes No




If ‘yes’ for any of the above, please provide a brief description

(Insert response)

2.4. Does your organization have aformal set/statement of taxpayers’ rights Yes No
and/or the services they can expect to receive?
2.5. Does your organization have explicit time-bound service standards/ Yes No
objectives (*) for the delivery of servicesto taxpayers?
If ‘yes', please attach a copy with your survey response
If ‘no’, are there any plans to introduce such standards? Yes No
2.6. Does your organization conduct periodic surveys of taxpayers
perceptions of service delivery quality? Yes No
If ‘yes, indicate whether the results are made public, and provide a brief Yes No
summary hereunder of the latest available results.
(Insert response)
2.7. Does your organization have formal consultative mechanisms with
representative bodies of the stakeholders identified hereunder to discuss/
examine taxpayer service issues?
(1) External tax advisors tax professionals Yes No
(2) Industry/ business Yes No
3) Large corporate taxpayers Yes No
(4) Personal/ individual taxpayers Yes No
Service delivery for businesses
2.8 Are any of the following services provided for business taxpayers?
(1) Dedicated enquiry services by industry groupings for large
taxpayers. Yes No
(2) A system of ‘account managers' (*) for designated large
taxpayers. Yes No
(3) Specific servicel education oriented programs for
newly-registered businesses. Yes No
(4) Individual pre-identified payment notices are issued for the
major taxes Yes No
(5) Integrated reporting of return filing details and payments(*) Yes No




If ‘yes’ to (5), can these reports can be filed electronically?

Service delivery for personal income taxpayers

Yes

2.9 Are any of the following services provided for personal income taxpayers?

(1) Pre-identified / pre-popul ated tax are sent to some or all personal Yes

income taxpayers?

(2) An abbreviated/simplified income tax return is available for

personal taxpayers with straightforward affairs?

Yes

No

No

No

2.10. In relation to the activities identified, describe any specific time-bound service standard(s) in place, the level of
performance achieved in relation to the standard for the last completed fiscal year, and whether the results were made
public. If such standards are not used, state ‘nil’.

Nature of service

Describe the service standard in
place in the last completed fiscal
year

Describe the performance
achieved in the last fiscal
year

Results made
public? Yes/no

Send personal income tax
refunds (non-electronic).

Send personal income tax
refunds (electronic).

Send VAT refunds.

Send substantive response
to written letter

Answer telephone for a
phone inquiry

Resolve taxpayers
complaints

Process taxpayers
application for registration

Other significant services
(briefly describe)

Service delivery for tax advisors/ tax professionals

2.11 Does your organization provide dedicated/ special inquiry services

for tax advisorg/ tax professionals?

Yes

2.12 What proportion of all personal income tax returns received in the last completed
financial year were prepared by/with the assistance of tax advisors tax professional s?
(NB: Please provide an estimate if data are not readily available.)

2.13 What proportion of all corporate tax returns received in the last completed financia

year were prepared by/with the assistance of tax advisors/ tax professionals?
(NB: Please provide an estimate if data are not readily available.)

Resources used for taxpayer service-related activities

2.14 What level of staff resources (expressed in terms of (1) actual FTE s(*) and (2) asa

proportion of total agency staffing), were used directly for taxpayer service-related
activitiesin the last completed financial year? (For survey purposes, ‘taxpayer service

activitiesinclude all inquiry services, technical advisings, educational initiatives, and field
visits of an advisory (not enforcement) nature. They do not include tax return processing and
account maintenance functions. An estimate should be provided if accurate data are not available.)

No

%

%




Use of Electronic Information Interchangein the Provision of Servicesto Taxpayers

3. Provision of tax system information to taxpayers via the Internet

3.1 Does your website principally present information by major groupings of

clients? Yes No
3.2 Does your website use a content management system? Yes No
3.3 Isyour website linked to other government department sites and/ or sitesfor  Yes No

different level of government?

3.4 Do you provide cross channel linksto other service channels (e.g., to a

call centre where agents are able to track where clients are on the site and Yes No

assist them to find the information they need)?

3.5 Can clients navigate between the information portion and transaction

portions of your website (where the latter exist)? Yes No

3.6 Arethe transactions portions of your website separated from the information
portions by different security levels? Yes No

3.7 Are the information/content categories set out hereunder currently provided on your organization’s website?

(Please indicate either ‘yes’ or ‘no’ in the space provided for each of the taxes indicated)

Broad category Specific information type Major taxes
PIT CIT VAT
Genera information | (1) Tax forms
etc (2) Tax brochures/ guides
(3) Tax law
(4) Tax rulings
(5) Tax calculators
Specific focused tax | (6) Mediamaterials
information (7) Industry focused tax advice
Taxpayers (8) Tax returns
transactions (9) Tax payments
Individual taxpayer (10) Accounting information
account/ record (11) Registration changes
information
Legal (12) Court decisions on tax matters
Legidation (13) Tax law
(14) Tax rulings and other interpretative
guidance
(15) References to recently approved or
pending legisation
Tax Administration (16) Operational performance data
(17) Speeches of senior officials.

3.8 What kind of security (i.e. PIN, PKI, etc.) isin place for enquirers given on-line access to taxpayer accounting
information?

(Insert response)




3.9 What web metrics do you gather for planning and monitoring purposes?

(Insert response)

3.10 Describe any specia strategies being employed in the current year to increase the rate of access to your Internet

site.

(Insert response)

3.11 What is the size of your website (in numbers of pages)?

3.12 How many web-pages are devoted to static information and dynamic
functions, including personalized taxpayer data (e.g. accounting data)?

3.13 What was the number of page requests made of your Internet sitein the last

completed fiscal year?

4. Electronic Transaction Services (*)

Electronic filing of tax returns

4.1 Please provide the information requested.

(Please answer ‘yes or ‘no’ in the space provided for each of the taxes indicated)

pages

Static-
Dynamic-

Area of interest

Type of tax returns

PIT

CIT

VAT

EPR (*)

(1) Were electronic filing services (EFS) in placein
the last completed fiscal year?

(2) If answer to (1) was ‘yes', when was EFS first
implemented?

(3) If answer to (1) was ‘yes, indicate the proportion
of all such returnsfiled electronically in the last
completed fiscal year

(4) What is the target % or expected % of
electronically-filed returns for the current year?

(5) If answer to (1) was ‘no’, when you expect to
provide this service?

(6) What kind of security isin place? (i.e. PKI(*),
PIN(*))?

4.2. Rank from 1 to 7, in terms of volumes, the current media for the electronic filing of tax returns

Media for filing

Rank in last completed year

PIT

CIT

VAT

EPR

(1) Taxpayer initiated—Internet

(2) Taxpayer initiated—Phone system

(3) Taxpayer initiated—Dedicated kiosk

(4) Taxpayer initiated—Floppy disc

(5) Taxpayer initiated—Other (briefly describe)

(6) Tax professional on behalf of taxpayer

(7) Other third party provider on behalf of taxpayer.




4.3 Rank from 1 to 7, in terms of volumes, the expected future (i.e. within 3 years) mediafor electronic filing.

Media for filing Expected rank in 3 years (by return type)

PIT CIT VAT EPR

(1) Taxpayer initiated—Internet

(2) Taxpayer initiated—Phone system

(3) Taxpayer initiated—Dedicated kiosk

(4) Taxpayer initiated—Floppy disc

(5) Taxpayer initiated—Other (briefly describe)

(6) Tax professional on behalf of taxpayer

(7) Other third party provider on behalf of taxpayer.

4.4 Does your organization apply, or isit planning to apply, any of the incentives or inducements identified to
increase the volumes of electronic filing of tax returns?

(Please answer ‘yes or ‘no’ in the space provided for each of the taxes indicated)

Types of incentives/ inducements Tax return types

PIT CIT VAT EPR

(1) Faster processing of tax refunds

(2) Longer filing periods for e-filers

(3) Streamlined return information requirements

(4) Mandatory requirement under tax law

(5) Free use/ availability of filing software

(6) On-line help/service facility

(7) Specifically targeted mail-out promotions

(8) Tax credits (or similar monetary incentives)

(9) Other (briefly describe at 4.5)

4.5 Where ‘yes' isanswered in relation to (4) or (9) in 4.4, please provide a brief description of the incentives/
inducements, including reference to the types of taxpayersinvolved.

(Insert response)

Electronic tax payments from taxpayers

4.6 Aretaxpayers able to use any of the tax payment facilities indicated hereunder? If so, please provide an
approximate indication of their relative use (in payment volume terms) by ranking from 1-7.

(Please provide answers in spaces indicated)

Nature of payment facility In place? Rank from 1to 7
Yes/No

(1) Phone banking (*) service (i.e. viataxpayer’s bank/ credit card)

(2) Direct on-line payment facility (i.e. via Internet or private network)

(3) Direct debit payment facility (*) (i.e. tax body advises relevant
payment body of the amount owed)

(4) Payment kiosk facility (i.e. aservice generally available to the public)

(5) Payments by cheque/mail to tax body or some other facility

(6) Paymentsin person at tax body or its agent (e.g., bank or post office)

(7) Tax payments by credit card

4.7. Describe any specific incentives being applied to encourage taxpayers to use electronic payment services.

(Insert response)




Electronic deposits of tax refundsto taxpayers bank accounts
4.8 Does your organization provide any of the following services?

(Please answer ‘yes or ‘no’ in the space provided for each of the services indicated)

Type of service Tax return types
PIT CIT VAT Other Taxes

(1) Tax refunds can be directly credited to
taxpayers' hominated bank account
(2) Tax refunds must be credited to
taxpayers' hominated bank account
Correspondence: use of email (or equivalent capabilities)
4.9 Does your organization provide for taxpayer-initiated information requests/
supply using email (or its equivalent)? Yes No
If ‘yes’, does your organization allow free form or constrained (forms and subject)
based email ?
4.10 Does your organization provide for information supply to individual
taxpayers using email services? Yes No
4.11 Are there any security or privacy controlsin place for email that comesvia
the Internet? Yes No

If ‘yes, describe.

(Insert response)

4.12 If you answered ‘yes' to 4.9 or 4.10, briefly describe the topics/ functions that email is used for and the

approximate annual volume of transactions.

(Insert response)

4.13 If you answered ‘no’ to 4.9 or 4.10, does your organization plan to
provide this service in the next 3 years? Yes

No

4.14 |If your organization does provide this service, or plan to, what kind of security do you have, or plan to have,

when client specific information isincluded in the electronic correspondence?

(Insert response)

5. Telephone Ingquiry services: Use of Call Centre Arrangements

5.1 Are call centre operations (*) in use in your tax organization? Yes




5.2 Istherole of your call centres principally to resolve taxpayers' issues and provide personal advice or to act asa
referral service for your organization?

(Insert response)

5.3 Arecall centres generally colocated with other tax administration Colocated Separate
functions, or housed separately?

5.4 Describe any plans your organization has to expand or contract the network of call centres?

(Insert response)

5.5 Does your organization employ any service standards for taxpayer
connectivity? Yes No

If ‘yes’, please describe the standards applied

(Insert response)

5.6 Does your organization employ phone traffic sharing arrangements
across your network to distribute workloads during peaks and troughs? Yes No

5.7 Does your organization have aformal quality assessment program for Yes No

call centre operations?

5.8 Are there any links between the website and the call centres? Yes No

5.9 Are calls handled by staff of the tax administration? Yes No

If ‘no’, please describe the arrangementsin place

(Insert response)




5.10 Technology features: please provide the information requested.

(Please indicate either ‘yes or ‘no’ in the space provided )

Subject area Features

Response

Does your organization employ the | (1) Interactive voice response.

types of technology identified for (2) Voice recording equipment.

its call centre operations? (3) Computer telephony integration Automatic call delivery.

(4) Knowledge toals.

(5) Other special technology support (please specify below)

Do call centre staff have on-line (1) Client data.

access to the information (2) On-line reference materials.

described? (3) The same on-line information that is available to clients

(Please insert any additional information to describe the features of your technological support for call centre

operations)

(Insert response)

5.11 Call centre metrics. Please provide the data requested in the table below

Data requested

Response

(1) What year were call centre operations first implemented?

(2) How many call centres are in operation today?

(3) What isthe typical size of acall centre (i.e. approximate number of staff at peak
business times)?

(4) What are the hours of operation of the call centre services offered?

(5) What was the volume of their phone traffic in the last completed fiscal year?

(6) What is the expected volume of phone traffic for the current fiscal year?

(7) How many staff (i.e. the approximate staff usage (FTE’s)) were used for call
centre operations in the last compl eted fiscal year?

5.12 Describe any formal performance standards that have been set for call centre operations

(Insert response)

5.13 Describe the mgjor change strategies being pursued to enhance call centre operations?

(Insert response)

6. Remote access to corporate systems

6.1 Please provide the data requested in the table below.




Data requested Response

(1) Do any of your employees have remote access to
your corporate systems (Y es/no).

(2) If remote accessis alowed, describe the type of
work function(s) that are supported by remote access

(3) Indicate the approximate number of staff with remote
access capabilities

(4) Indicate the main problems experienced with
provision of this capability

(5) Indicate the security used surrounding the provision
of this capability.

(6) Indicate (rank 1 (low) to 5 (high)) the benefits
obtained from providing remote access:

- improved efficiency of mobile staff;

- improved service to taxpayers,

- improved case/issue devel opment;

- other (specify).

7. Cost data

7.1 Please provide the data requested in the table below.

Data requested Response

(1) What was the total amount spent on information Latest year:
technology (IT) operations (*) in each of the last 2 years. | Prior year:

(2) What proportion did this represent of total operating Latest year:
expenditure of the organization for the years concerned? | Prior year:

(3) What was the average percentage of the total amount | Latest year:
sent on I T operations necessary to operate the system for | Prior year:
the years concerned (i.e. total IT costs less new

investments)?
(4) If possible, of the amounts referred to in (1), how Latest year:
much was expended on Internet, electronic transaction, Prior year:

and call centre services?

**xx%% |f you answered ‘yes' to either questions 2.1 or 2.5, please attach an electronic copy of the relevant
information with your electronic questionnaire response.

Thank you very much
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Attachment 1

Definitions/Acronyms

Definitions of some specific terminology used in this survey are indicated in the following table. Where this
terminology is used in the survey document, it is followed by an asterisk symbol (*).

Terminology Definition/ explanation

Account Tax officials specially nominated to act asthefirst point of inquiry for designated large taxpayers.

managers

Call centres Specialized and dedicated telephony-based organizational units established to answer taxpayers’
telephone inquiries.

CIT Corporate/ company income tax.

Direct debit A facility whereby taxpayers can authorize the tax body to electronically advise the taxpayers

payment facility | bank to debit their bank account at a nhominated time for any tax debt due.

Electronic filing | Relates to the provision of tax return information, in electronic form, from the taxpayer or a
professional tax return preparer. For the purpose of this survey, it does not include outsourced data
capture of tax return information from paper documents supplied by taxpayers or their
representatives, or the use of scanning technology to generate datain electronic form.

EPR Employer payroll reports (i.e. reports of wages paid, taxes withheld).

FTE's Full time equivalents (i.e. staff usage on an annualized and full person basis).

IT operations Costs of equipment, manpower, services, contracts, and overheads to develop and operate the
organization's T capability

Integrated These are arrangements enabling businesses to report and pay multiple tax liabilities (e.g., VAT,

return payment | personal income tax withholdings, and advance payments of corporate tax) with a single return and

and filing payment. (Arrangements along these lines are known to bein usein Australia, Italy, and Sweden.
arrangements

Large taxpayers | These are taxpayers specially nominated by atax body, using various size criteria, for special

administrative attention. Size criteriawill vary from country to country.

Phone banking

A facility enabling payers (e.g., taxpayers) to direct their bank (by phone) to pay a specific debt

payment facility | (e.g., tax liability).

PIN Personal identification number.

PIT Personal income tax.

PKI Public key infrastructure.

Public rulings These are formal statements issued by the tax body or MOF explaining how particular provisions

of the tax laws will be interpreted. Such rulings are normally binding on the tax body.

Self assessment

Taxpayers self-determine their tax liability (and or taxable base) which is largely accepted in the
first instance by the tax body. Returns are not subject to examination/ query by technical staff. The
information in tax returnsis subsequently screened for audit selection and other verification
purposes and a sample of taxpayers' returnsis selected for individual verification action (e.g., a
desk or field audit).

Time-bound A predefined time-specific level of performance expected for an aspect of service (e.g., refunds
service 95% of electronically filed income tax returns will be processed in two weeks).

standards/

objectives

VAT Stands for ‘value added tax’.
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ANNEX 4

CHARACTERISTICSOF A CALL CENTER

What isatelephone call centre?

56. A telephone call centre is an operation that uses telephone and computer technology in sophisticated ways to
assist people to deliver services to customers. Call centres are one service delivery option for providing services
and for providing and receiving information between an organisation and the community. Staff are employed to
answer large volumes of telephone traffic: responding to queries, updating information databases and/or providing
further written information or products through the post or facsimile as required. These staff are trained and skilled
in customer service. They can be based at a single or multiple sites depending on the configuration of the call
centre and the organi sation.

Why have a call centre?

57. Call centres can: 1) deliver improved customer service through increased access for customers and a more rapid
completion of some inquiries and transactions leading ultimately to greater customer goodwill and increased
efficiency and effectiveness in service ddivery; 2) facilitate rationalisation of operations through the removal of
significant volumes of customer inquiries and reengineering of transactions; through the telecommunications
network, call centres can be located anywhere; the concentration of customer inquiriesin asingle, or small, number
of centres enables economies of scae in staffing and related costs to be achieved; and 3) enable remaining branch
office operations to be re-engineered to speciaise in providing customer services for walk-in customers and less
time-critical aspects of the organisation’s operations (leading to improved customer service, more streamlined
organisationa structures and increased productivity).

58. Potential benefits include providing a timelier and focused customer service based on information being
available to the customer anytime and anywhere. Although there are substantial benefits to be gained from the
establishment of call centres, they require a significant investment in terms of technology, people and time.

What arethe key elements of a call centre?
59. The plan for any call centre must include and integrate a number of basic e ements:

o telephone networks and equipment provide and control customer access to the call centre; consideration
needs to be given to matters such as call streaming through different access telephone numbers,
automated voice response units (including automated call handling) or general receptionist teams/queues;

e the people who answer calls, customer service officers, are primarily responsible for the quality of the
transaction, and the final outcome of the call; competencies, job structure, shift composition and
resourcing levels all need to be reviewed in detail during the planning phase and to be appropriate for the
call centre environment;

o well planned call centre processes, systems and procedures ensure that the work is conducted in a manner
appropriate to the telephone environment and that consistent outcomes are produced within the call centre
and between and among the various service delivery channels. This means that face-to-face-based
operations cannot be simply translated into the call centre environment. There is a need to reengineer
processes appropriate to the needs of the new environment;

e management practices must take into account the unique qualities, demands and characteristics of
working by telephone. Practices include forecasting of call loads and patterns, flexible staffing to meet
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uneven demand, regular work observation and monitoring for staff development and quality control,
strong team leadership and staff participation, adaptation to the demands for timeliness in this work
environment, and channel specific key performance indicators; and

e information and support systems must help to ensure that the centre staff can access relevant customer
data, reference relevant information and process the results of the phone transaction. The design of
screens and speed of response need to support tel ephone-based transactions. Information systems can also
handle some types of calls automatically and this can free up centre staff for handling the more complex
calls. Given the importance of timely, integrated and useable datain call centre operations, it is vital that
organisations maintain an ongoing investment in the necessary software and systems.

Source: Telephone Call Centers, Australian National Audit Office (December 1996).
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ANNEX 5

INCENTIVESFOR E-FILING AND USE OF OTHER ELECTRONIC SERVICES

Extract of report: I ncentivization of e-Gover nment

“We have used an analytical framework based on the generic resources at the disposal of government departments such as
Customs. We consider these resources to be exhaustive, in that they represent the only aternatives available and we have
discounted resources (such as socia pressure) which we do not consider to be available to government departments. We
summarise below the possible ways in which Customs might use each of the resources as part of a strategy to drive up demand for
on-line VAT services.

Financial Incentivization: Using money

. Cash incentives for on-linefiling
Introducing later payments for electronic returns (around three weeks), capped by size of business
Guaranteeing that refunds will be paid earlier for electronic returns
Differential benefits for the number of days the payment is late (would avoid peaks in demand)
Additional payment flexibility for new VAT registrants
Surcharge for paper returns and cheque payments for large businesses

Compulsion: Using legitimate authority
. Compelling large businesses to file on-line, with compulsion for smaller businessesintroduced at alater stage
. Compelling some categories of customer to file VAT returns on-line, in particular accountants and tax consultants —
especialy if atailor made electronic lodgement service were introduced

Reducing Transaction Costs: Using organisational capacity
. Encouraging on-line banking sites to signpost HM Customs as a payee
. Advertising VAT services from on-line banking sites and other sites commonly used by businesses
. Considering devel opment of atailored service for accountants and tax intermediaries
. Packaging up on-line VAT services with other government services via a proper UK government business portal
(www.business.gov, for example) and reconsidering the registration option
. Partnering with SAGE to offer on-line VAT as part of the SAGE accounting package

Sector Specific Content Provision: Using information and expertise
. Tailoring content provision for specific customer segments, such as those buying and selling in Europe
. Providing customers using on-line VAT facility with account history statements, if technically possible
. Offering an e-mail query facility
. Developing an intelligent form that performs VAT calculations, to be completed off-line

Obviously, Customs cannot pursue al these options at the same time. But it is our view that all have been used successfully by
either a public or private sector body, that most of them are mutually reinforcing and that they could al usefully be considered as
part of an e-strategy to drive up take-up.

A clear finding from research into the banking sector was that banks that have been successful in developing on-line banking
services have employed a creative mix of a number of strategies. Banks carefully monitor usage of each on-line service and tailor
incentives to drive up usage in specific areas. They realise that shifting business practices on-line can involve significant
marketing effort but that such a drive can be cost justified through reduced transaction costs. Importantly, they have not waited for
overdl systems transformation before introducing on-line banking services. For example, one major bank, previously a building
society, offers four on-line products but has not integrated their legacy systems and staff in branches will have 14 windows open
when they serve customers.

Evidence from both banks and overseas governments suggests that once a critical mass of users is established, rapid growth is
possible. Accenture (2003:33) suggest that there is a barrier at about the 10 per cent usage level and that once this initial barrier
has been breached, dramatic increases are achievable. Therefore, it is worth investing marketing efforts and targeting resources at
specific groups of users, such as new VAT registrations.

Finaly, future research strategies of government departments like Customs need to include the type of research carried out by the
financial organisations mentioned above. In common with most research carried out by UK government departments, none of the
research previously carried out by Customs (reviewed in Phase 1) had involved any stimulus-based research of functionality
testing, where actual versions of potentia web sites are presented to respondents. As well as usability testing in laboratories,
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organisations like Egg or the mgjor banks carry out a range of functionality testing rather than asking people in an abstract way
whether they might be likely to use a certain on-line service, such as in the Customs annual business needs survey. Typicaly,
functionality testing will involve mocking up web sites and employing a variety of strategies such as letting interviewees ‘surf it
alone’; discussion of the site in focus groups and finally, allowing individuals to test sites in the home or business environment
over longer periods of time.”

Source: Margetts Helen and Y ared Hala, Incentivizaton of e-government to accompany NAQO report ‘ Transforming the
Performance of HM Customs and Excise through Electronic Service Delivery, (School of Public Policy, UCL, commissioned by
the National Audit Office).
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