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Forew ord

This is the third edition of the Comparati ve Information Series (CIS). The series illustrates
what the Forum on Tax Administration ( FTA) does besti countries working together, sharing
experiences and expertise to support the development of greater efficiency, effectiveness and
fairness in tax administration.

As with the 2004 and 2006 versions, this series contains asignificant amount of information,
providing a unigue insight into the tax administration environment. Not only does it promote
greater understanding between countries by setting out the context in which revenue bodies
operate, but it is also a key tool for both administrators and policy makers in identifying the
key trends and innovations in tax administration.

This edition has expanded to include 43 countries and it contains even more data and analysis
than previous versions. | would like to take this opportunity to thank all those who

contributed. The series is only as good as the information provided by countries and its
completeness and accuracy are a tribute to all thoseinvolved. | would hope that this

document is distributed widely within revenue bodies and the wider tax community so that
this effort produces real returns for all those who work in tax administration.

~>
] . ( Nk
JNRUY ‘7"‘{[ )

Pravin Gordhan
FTA Chairman
December 2008
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About this document

Purpose and methodology

This information series, prepared by the O E C D@entre for Tax Policy and Administration
(CTPA) for the Forum on Tax Administration (FTA) and approved by the Committee on Fiscal
Affairs (CFA), provides internati onal comparative data on aspects of tax systems and their
administration in OECD and selected non-OECD countries. Theprimary purpose of the series
is to provide information that will facilitate dialogue among tax officials on tax administration
issues, ard which may also identify opportunities for revenue bodies to improve the design
and administration of their respective tax systems.

This information series, the third edition, contains an expanded array of information that

should be of interest to all tax officials as well as otherobservers 1t i s the CFA®&ds inter
this information series is updated around every two years and that it evolves to become the

definitive source of comparative tax administration -related information for OECD and

selectednon-OECD countries.

The information provided in this series has been obtained from a survey of revenue bodies in

OECD member and selected other countriesconducted in 2008, revenue bodi es 6 annual
reports, third -party information sources (e.g. the International Bureau of Fiscal

Documentation (IBFD) ), selected other OECD taxpublications and other sources. Every effort

has been made with relevant revenue bodies tovalidate the information displayed in the series

and to note the sources of information used.

The series is published under the responsibility of the SecretaryGeneral of the OECD and this
edition was approved by the CFA in[January 2009] . The CFA welcomes feedback from OECD
members and other countries that can betaken into account for future editions.

A list of the 43 participating countries can be found at Annex 1. As in the 2006 edition a
selection of non-OECD countries have been included to enhance the objective of providing
international comparisons. The criteria used to identify these countries were:

1 Countries that are formal observers to the CFA (i.e. Argentina, Chile, China, and
South Africa);

1 Non-OECD countries that are members of the European Union (i.e. Bulgaria,
Cyprusz?, Estonia, Latvia, Malta, Romania and Slovenia);

1 Countieswhose revenue body has worked closely with
Administration (FTA) over recent years (i.e. Malaysia and Singapore).

Not all the countries approached who fell within the criteria chose to participate in the survey
and preparation of th e final report.

1Footnote by Turk ey: The i nformation in this document with referen
southern part of the Island. There is no single authority representing both Turkish and Greek Cypriot

people on the Island. Turkey recognizes the Turkish Republic of Northern Cyprus (TRNC). Until a

lasting and equitable solution is found within the context of United Nations, Turkey shall preserve its

position concerning the ACypruso issue. o0

2 Footnote by all the European Union Member states of the OECD and the European

Commissio n: ThefRepublic of Cyprus is recognized by all members of the United Nations with the
exception of Turkey. The information in this document relates to the area under the effective control of
the Government of the Republic of Cyprus.o
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About the FTA

The FTA brings together senior tax administrators to share information and experiences and
to develop successfulinternational best practices for resolving particular tax administration
issues.

Working with the prevailing pol icy frameworks, the FTA looks to develop effective responses
to important administrative issues in a collaborative fashion and engages in exploratory
dialogue on a range of administration issues that may emerge in the medium to long term.

The FTA also prepares comparative analysis on aspects of tax administration to assist member
and selected nonmember countries. Where appropriate the Forum works in collaboration

with non-member economies and husinesses seeking to ccordinate and develop sound tax
administration responses to today's challenges and opportunities.

Caveat

National revenue bodies face a varied environment within which to administer their taxation
system. Jurisdictions differ in respect of their policy and legislative environment and their
administrative practices and culture. Care should always be taken when considering a

c 0 u n tpragtidesto fully appreciate the complex factors that have shaped a particular

approach.

Inquiri es and further information

Inquiries concerning any matters raised in this information note should be directed to Sean
Moriarty (CTPA Tax Administration and Consumption Taxes Division) at e -mail
(sean.moriarty@oecd.org). Annex 2 contains a complete list of all FTA publications.


http://www.oecd.org/dataoecd/18/48/1901565.pdf
mailto:sean.moriarty@oecd.org
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Executive s ummary

This series is designed to provide an insight into the administration of tax systems in OECD
and selected nonOECD countries. Its starting point is the premise that revenue bodies can be
better informed and work more effectively together given a broad understanding of the
administrative context in which each operates. The series identifies some of the fundamental
elements of modern tax systems and uses data, analysiand country examples to identify key
trends, recent developments and examples of good practice.

The following provides a summary of each chapter and its key findings (more detailed
summaries can be found in the O0KeaghchAmer)nt s6 sections

Chapter 1 describesthe institutional arrangements put in place by Governments to conduct
national/federal reve nue administration operations. This chapter shows that the majority of
the surveyed revenue bodies are set up as unified semautonomous bodies delivering both
direct and indirect taxes. Related to this, it also notes a trend (and the underlying rationale)
towards integrating the collection of social security contributions with normal tax
administration operations. A further sig nificant observatio n is the number of revenue bodies
(34 out of 43) that have been given various nornttax responsibilities. This is a trend that
appears to have grown overthe last decade and reflects rationalisation activities by
Governments as well as the increased use of the tax system to deliver social policies. This
trend represents a considerable on-going challenge for many revenue bodies,given a context
of limited, and sometimes decreasing resources and budget andncreasing demandsas a
result of other factors, including increasing tax system complexity and the globdisation of
business activities.

Chapter 2 sets out details of the organisational arrangements of revenue bodies. While

noting a gener al shift from a&xrtucpad attlo acmanlgpaamedts
6functional &8 and/ or Oétheachapter getsouttbaetigermajorityéof cr i t er i a,
surveyed revenue bodieshave an organisational structure that is based on a mix ofthese

criteria. It also notes that many revenue bodies ae undertaking major organisational reforms,

with the key drivers being increased efficiency and effectiveness. There also appears to be an

emerging trend for revenue bodies to create specialist/dedicated operational units, for

example large taxpayer offices (which now exist in various forms in 33 out of 43 countries),

national call centres, and data processing centres, whileat the same time rationalising th e size

of the office networks delivering more traditional frontline services.

Chapter 3 provides brief information on revenue body practices concerning the preparation
and publication of business/strategic plans and performance reports. This chapter sets out
some of the arrangements in place that help to improve the accountability of revenue bodies,
including the almost universal use of annual business plans and reports. However, it notes
that there is some variation between revenue bodies in the levels of transparency seefi with
some revenue bodies not publishing reports or performance results, whilst others do not
include key tax administration related information (for example tax debts) in their public
documents .

Chapter 4 provides summary data and analyses in respect of the resources allocated to
revenue bodies to administer national tax laws and, where applicable, other responsibilities.
Various ratios are also presented as some of these are regularly used by revenue bodies and
other parties in international comparisons of administrative practices and revenue body
performance. The data illustrates the significance of salary and IT as a component of the
overall expenditure budget of most revenue bodies. Also noted is evidence, albeit fairly
limited, to suggest a correlation between higher levels of IT expenditure and relatively lower
staff usage The data also reveals a broadly decreasing trend in the cost of collection ratios
over recent years. This trend may be a result of favourable economic circumstances
(contributing to buoyant tax receipts) and increased efficiency resulting from technolo gical
investments and other initiatives. It is expected that the global economic climate at the time
of publication will negatively impact these ratios for the medium term.
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Chapter 5 sets out an overviewof the data collected from surveyed revenue bodiesrelating to
operational performance in key areas of tax administration (i.e. tax collections, tax refunds,
service delivery, verification, tax debt collection, and tax disputes). Significantly, it notes; 1)
tax burden ratios vary enormously between surveyed countries with the available data for
2007 showing a variance from just over 13% to over 48%; 2) the relatively high incidence of
tax refunds in some countries; 3) the relatively small contribution of verification activities to
annual net revenue collections, and the low taxpayer coverage in many countries;and 4)
substantial variations across countries in the incidence of tax debts andassociated workloads.
Survey responses also suggest weaknesses in the management information systems of many
revenue bodies in relation to both tax debt and tax disputes. For tax disputes, only 7 countries
managed to provide complete sets of the data requested.

Chapter 6 provides an overview of the legal and administrative frameworks within which

revenue bodies operate It includes a section on debt management and collection powers. Key
observations include the increase over the past few years in the number of countries with a

f or mal set of taxpayersd rights set out either
documents. The survey findings also reveal that the majority of revenue bodies: provide

public and private rulings; have powers to obtain relevant information that can be extended to

third parties; have a system of administrative review; and are responsible for the collection of

tax debts.

Chapter 7 describes selected features of the frameworks for return filing, tax payment and
assessment regimes for themajor taxes. It also briefly examines selected features of revenue
bodi esd ar r an gg@gsiaiontofdaxgayens and pravides an overview of
developments concerning electronic filing of returns and payment of taxes. Significant
observations from this chapter include: all/|l but
arrangements for the collection of personal income tax (PIT) on employment income; the vast
majority also mandate the use of withholding regimes for the collection of income tax in
respect of interest and dividend income; and only a small number of countries have extended
the use of withholding arrangements to income tax payable on payments made by business
and certain categories of selfemployed/contractors/small medium enterprises. All revenue
bodies use advancéinstalment payments for the gradual collection of PIT and corpor ate
income tax (CIT); however, the requirements of these arrangements variessubstantially.
Whilst mandatory reporting of payments in respect of salaries and wages, dividends and
interest income is largely universal, mandatory third party reporting is les s frequently seen
and its use varies substantially between revenue bodies.

The chapter also provides an overview of the growing use of prefilling, a transformational
development in personal tax administration in some countries, and its positive impact o n the
compliance burden of personal (employee) taxpayers. There has also been reasonable growth
over recent years in the use and takeup of electronic filing for PIT, CIT and value-added tax
(VAT). However, despite progress in the use of electronic paymet methods, 27 out of 43
revenue bodies still reported non-automated methods (e.g. mailed cheques or inperson
payments) as the primary or secondary most common tax payment method used.

Concluding observations

One broad observation drawn from the compilation of this series is that there is a great deal of
variation between countries in terms of their ability to provide management informatio n on
key elements of taxadministration. There are a number of possible explanations for this
variation, but as a broad recommendation countries may wish to consider whether they can
improve the collection of performance data and whether the data collected isflexible enough
to be used for a variety of purposes, for example to accurately reflect their administrations
performance and to support decision-making processes.
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Outline

Chapter 1. Institutional arrangements for tax a dministration

This chapter provides details of the institutional arrangements put in place by Governments to
conduct national/f ederal revenue administration operations.

Key points

Institutiona | arrangements

il

In 24 countries, tax administration is the responsibility of aunified semi -

autonomous body  (or in the case of China a separate body}hat reports to a
government minister ; in 8 of these countries, a formal management  /advisory

board comprised of external representatives has been interposed between the revenue
body and the relevant minister.

In 9 countries the tax administration is arranged as a semi -autonomous or single
di rectorate  within the ministry of f inance (MOF) and is responsible for both tax
and customs administration operations.

In 9 counties the tax administration operates as multiple directorate s/lagencies
within the formal structure of the MOF with fairly limite d autonomy.

All but 4 surveyed countries have merged the administration of the major direct and
indirect taxes within a single revenue collection body.

There is a clear dichotomy of approach taken to the collection of social contributions
(SSCs)o of 28 applicable OECD countries 17 collect SSCsvia separate social security
bodies, while the balance have integrated their collection with normal tax
administration operations; a small number of countries are exploring integration (e.g.
Czech and Slovak Reps;)integration is preferred in the 13 selected nonrOECD
countries, with 8 countries having adopted this approach.

10 OECD member countries have aligned the operations of tax and customs operations
within a single agency; in the 13non-OECD countries, the dignment of tax and customs
administration within a single agency is applied in 5 countries.

The national revenue body in the majority of European countries is also responsible for
the administration of property taxes (and often, motor vehicle taxes); els ewhere, these
taxes are generally administered by revenue bodiesof sub-national governments.

Non-tax rel ated functions

1

In 34 of 43 countries, the revenue body has been given significant additional tasks of a
non-taxation nature (e.g. payment of social welfare benefits, the collection of non-tax
debts (e.g. child support, student loans), and administration of elements of the

Go v e r n metirerneditsncome policy.

Autonomy of revenue bodies

f

The degree of autonomy of surveyed revenue bodies varies signi€antly ; the powers least
frequently devolved are: 1) to design their internal structure (7 countries ); 2) budget
expenditure discretion (7 countries); 3) to set staffing levels within overall expenditure
limits ( 9 countries); and 4) to negotiate staff remuneration levels (13 countries).

Special complaints handling and tax administration oversight bodies
I Governmentsin at leastthree countries have established independent and dedicated

bodies to handle tax administration -related complaints, while in two countries, separate
and independent tax administration oversight bodies have been established

9



Tax Administration in OECD and Selected Non-OECD Countries: Comparative Information Series (2008)

The institutional arrangements for revenue administration

1. Aspects of the institutional arrangements of surveyed countries described in this
chapter are set outas follows:

1) The revenue body as an institution;
2) The extent of revenue body autonomy;
3) The scope of responsibilities of revenue bodies (including non-taxation roles);
4) Special governance arrangements (i.e management/advisory boards and external
oversight bodies;
5) Special arrangements for external oversight of the tax administration system; and
6) Speci al institutional arrangements for resol vi

Ot her aspects (e.g. revenue bodiesd strategic plans
covered in later chapters of this report).

Introduction

2. In virtually all the surveyed countries, the tax system is responsible for generating
the vast bulk of revenue that is required to fund Government services. Given the range and
nature of the laws to be administered, the systems of assessment and selassessment that
must be relied upon, and the large number of clients to be administered, revenue bodies need
adequate powers and autonomy to perform in an efficient and effective manner. On the other
hand, they must operate and be seen to operate in a fair and impartial manner, and be subject
to a range of checks and balances to ensure transparency in their operations and proper
accountability for their over all management of the tax system3

3. While this topi ¢ has not been the subject of detailed study by the CFA, useful work

has been carried out by other bodies to define the desirable features and characteristics of
institutional arrangements appropriate for effectiv
One example of such work isthe setod Fi s c a | B dlevemed by the Butbpean

Commission (EC) to guide EU candidate countries in the strengthening of their revenue

bodies. The blueprints contain useful guidance (expressed in terms of strategicobjectives and

performance indicators) concerning the desirable features of an effective institutional setup

for tax administration and are briefly described in Box 1.

% The theme of accaintability is explored in various chapters of this series for example Chapter 3
describes developments concerning published target setting and performance reporting while Chapter 7
deals with the emergence of for mattoftxpaygrsayer sdé charters s

4 The fiscal blueprints, originally developed in 1999 but since updated, are described as a set of practical
guidelines laying down clear criteria based on EU best practice, against which a tax or fiscal
administration is able to measure its own operational capacity. The blueprints, while developed as a tool
for EU candidate countries to enhance their administrative capacity in the field of tax administration,
have broad international application. The blueprints can be found at:
http://ec.europa.eu/taxation_customs/resources/documents/common/publications/info_docs/taxatio
n/fiscal_blueprint_en.pdf
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Box 1. The overall framework of a tax administration:
suggested strategic objectives and performance indicators

Strategic objectives

Performance indicators

1. The tax administration
is guaranteed an
adequate level of
autonomy

Is the autonomy of the tax administration provided for by law?

Is there a statutory basis defining to whom the head of the tax
administration reports?

Is the autonomy of the tax administration reflected in its organisational
structure and operational responsibilities?

Is the tax administration provided with the freedom to design and
implement its own operational policy?

Is there a clear description of responsibilities of bodies at the central,
regional and local level?

2. The obligations of the
tax administration are
clearly translated into
its mission, vision &
objectives

Are the tasks of the tax administration in line with its mission and vision?

Does the tax administration draw up strategies providing objectives,
benchmarks & plans for its operations?

Is the mission of the tax administration publicised among taxpayers and
other stakeholders, as well as among itspersonnel?

3. The tax administration
has its own structure &
powers allowing for
efficient & effective
operations.

Does the structure of the tax administration allow the fulfilment of its
tasks and obligations?

Does the organisational structure of the tax administration provide for
the decentralisation of responsibilities, so that decisions concerning the
taxpayer are made at the mostappropriate level?

4. The tax administration
is provided with
adequate resources  to
implement & manage the
tax system.

Is the tax administration given sufficient resources and funding to ensure
the efficient implementation of its policies and performan ce of duties?

Does the tax administration stem from a budget dialogue based on
performance agreements?

Does the tax administrationbés bud
allowing strategic planning and the carryover of funding surpluses?

5. Therevenue body is
provided with a stable
legal framework
ensuring proper
administration &
enforcement of tax dues.

Is the tax administration responsible for the formulation of laws
concerning the assessment, collection and enforcement of taxes (leaving
the responsibility for the formulation of other tax laws with the ministry

of finance)?

Is the tax administration provided by law with sufficient powers to
efficiently undertake all its statutory responsibilities?

6. The tax administration
is accounta ble for its
operations which are
subject to control &
assessment .

Is there a system of internal audit in the tax administration?

Is there an independent external institution carrying out the tax
administrationédés audit ofrfoonprea?at i

Source: Fiscal Blueprints (European Commission, Taxation and Customs Union) 2007.

The revenue body as an institution

4. There have been considerable changes in the organisation of public sector functions

(Table 1)

over the last decade. As noted ina 2006 IMF Working paper 5é

AfRestructur.i

ng of government has been a

Governments have sought to deliver services more effectively and at a lower cost to citizens.
In some cases, traditional government structure s (e.g., a government ministry organized
along hierarchical lines) have been viewed as too rigid to respond to the rapidly changing
needs of the public and the challenges confronted by government in modern society. While

changes in government have beendex r i bed as

5 SeeRevenue Authorities: Issues and Problems in Evaluating their Success, IMF Working Paper WP
06/240, Maureen Kidd and William Crandall, October 2006.

6 SeeDifficulties with Autonomous Agencies , Manning and Matsuda (World Bank), 2000.
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developing trend has been for government to devolve power to agencies or appointed bodies
acting on their behalf é

Revenue administration has not been completely immune to this trend. Governments of

developed countries sought ways to deliver better service and some have turned to a form of

semi-autonomous agency to help them meet goals of improved collections, better service to

taxpayers, and more fl exible human resource management options. Governments of

developing countries share many of these goals and have additional complications.

Problems related to low capacity and the need for massive administrative reforms,

combined with corruption and long periods of non -performance, have made the case for a

different form of government structure, compelling both to decision -makers as well as to the

donor agencies interested in funding the needed ref

5. These restructurings have resulted in the evolution of a variety of institutional
arrangements for the administration of tax laws (and may include responsibility for the
collection of social contributions and/or customs administration ). For the purposes of this
series, four broad categories of institutional arrangements were identified. 7 These were:

1 Single directorate in  ministry of f inance ( MOF ): Tax administration functions
are the responsibility of a single organizational unit (e.g. a directorate) located within
the structure of the ministry of finance (or its equivalent).

1 Multiple directorates in MO F: Tax administration functions are the
responsibility of multiple organizational units (e.g. directorates) located within the
ministry of finance.

1 Unified semi -autonomous body : Tax administration functions are carried out by
a unified semi-autonomous body, the head of which reports to a government
minister.

1 Unified semi -autonomous body with board : Tax administration functions are
carried out by a unified semi-autonomous body, the head of which reports to a
government minister and oversight body/ board of management comprised of
external officials.

6. As indicated in Table 1,24 countries reported the existence of a unified semi-
autonomous body (or in the case of China a separate bodyyesponsible for tax administration
(and in some cases customs administrdion) operationsé, while the balance of countries
reported the existence of other (less autonomous) models

7 An exception to these four categories is the unique arrangements forconducting tax administration
operations that exist in Italy. There, primary responsibility for tax administration rests with the Agenzia
Entrate (AE), an agency under the Ministry of Economy and Finance with some 32,000 employees.
However, the range of functions carried out by AE is unusually limited & all information processing
activities are outsourced to a separate private body (SOGEI) which also supports other arms of
Government, tax fraud work involvin g around 22,000 employees is carried out by the separate tax police
body (the Guardia di Finanza), while enforced debt collection work is outsourced to a government-
owned body (Equitalia Spa), which also enforces the collection of social contribution debts, and employs
over 10,000 staff. Furthermore AE is supported in its work by the Customs Agency (Agenzia delle
Dogane) and Territorial Agency (Agenzia del Territorio). The Customs Agency is responsible for excise
duties and customs. The Territorial Agency is responsible for cadastre, property registers and property
valuations.

8The term Otaruitfoineodnosuesmibody d is al s intended to encompas:

o
described as the O0revenue authorityo mdedgeKenyayReruch i s seen
South Africa, Tanzania and Zambia).
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7. To a large extent, the varied institutional arrangements observed reflect underlying
differences in the political structures and systems of public sector administration in surveyed
countries, as well as longstanding historical practice. Key observations from the data
provided are set out below:

1 All but 4 surveyed countries (e.g. Luxembourg, Malaysia, Malta and Cyprus) have
merged the administration of direct and indirect taxes within a single revenue
collection body; where this approach is not followed, tax administration is carried out
by anumber of separate directorates/agencies, generally forming part of the internal
structure of the ministry of finance.

1 Inthe 28 OECD member countries that have a separate regime of social
contributions, 17 countries have contributions collected by a separate social security
agency (or multiple agencies), while the balance of countries have integrated the
collection of these revenues with tax administration operations; in the 13selected
non-OECD countries integration is preferred, with 8 countries adopting this
approach.

1 10OECD member countries have aligned the operations of tax and customs
operations within a single agency, although there appears to be no trend in this
direction; in the 13 non-OECD countries, the alignment of tax and customs
administration within a single agency is applied more widely with 5 countries
adopting this approach.

9 28 countries have separate bodies for tax and customs administration, of these 18
countries have allocated the exciseadministration to the customs body, not the
revenue body.

1 The national revenue body in the majority of European OECD member countries is
also responsiblefor the collection of real property taxes (and in many, motor vehicle
taxes), while in virtually all non -European OECD member countries these taxes are
administered by the revenue bodies of sub-national governments.

8. The practice of establishing a dedicated separatebody for tax administration
covering all taxes (and sometimes customs), removed from the formal internal structure of the
MOF (or its equivalent) and with a broad range of autonomous powers mirrors a broader
development in public sector administrat i on someti mes descri bed
model. The model, in a revenue administration context often referred to as the gevenue
authority model § has been the subject of a fair amount of external scrutiny on behalf of
various national and inter national organisations. ©

9. The rationale for this model has been described in the following terms 10;

iThe arguments f or ntotebrelatexprmarnlytta effeetivenaseand y
efficiency: 1) as a single purpose agency, it can focus its efforts on the single task; 2) as an
autonomous organisation, it can man age its affairs in a businesslike way, free of political

9 For example, see alsaModernisation of Tax Administration: Revenue Boards and Privatisation as
Instruments for Change written for the Bulletin for International Fiscal Documentation by Glenn P.
Jenkins (February 1994); Designing Performance: The Semi-Autonomous Revenue Authority Model in
Africa and South America, Robert Taliercio (World Bank) 2004; and Are Semi-Autonomous Revenue
Authorities the Answer to Tax Administration Problems in Developing Co untries? A Practical Guide
prepared by Arthur Mann for USAID, August 2004; and Revenue Authorities: Issues and Problems in
Evaluating their Success IMF Working Paper WP 06/240, Maureen Kidd and William Crandall, October
2006.

10See6 The Ref or mAdninist@ton A Study for the Department for International
Development (DFID), Delay, Devas, and Hubbard, June 1998.
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interference in day -to-day operations; and 3) freed from the constraints of the civil service
system, it can recruit, retain (or dismiss) and motivate staff to a higher level of
performanceo.

10. It is beyond the scope of this series to explore in detail the pros and cons of this
development, other than to emphasise a few key points drawn from the cited research:

1 Numerous studies have been conducted to evaluate the success or otherwise of the
Gevenue authority6 model for tax administration, but non
firm conclusions as to its overall impacts on revenue body efficiency and effectiveness.

1 Asnoted in a 2005 study report prepared by the UK Department for International
Development (DFID)% and in other reports, on experience with revenue authorities,
there are a number of practical issues concerning the quantification of any benefits
resulting from the introduction of the model. These include: 1)measurementd the
difficulty inherent in gauging the impacts, in quantitative terms, of a concept such as
autonomy; 2) datad limitations with obtaining relevant data items on pre - and post-
implementation basis; and 3) attribution/ causalityd the existence of exogenous
factors that make it very difficult to establish causality and thus to attribute any
observed benefits to specific initiatives (including the model itself) .

1 Implementing the model requires support in a variety of ways (e.g. good relationships
with the M OF, strong leadership by ther e v e n u e sehiay mhand@gement, and
human resource policies appropriate for obtaining good performance and dealing
with poor performance).

1 As noted in the IMF working paper, improved effecti veness and efficiency is likely to
flow most directly from an ongoing commitment to the reform of structures, systems
and processes, in particular, well designed programs of service and enforcement, the
sound allocation of resources, and effective managemat. Implementation of a new
governance structure is, at best, a first step in this direction.

1 Many countries that have applied the model regard it largely as a catalyst for reform.
Asnotedi n t he | MF 6 sr é&fmtwithstandjng the lack of demon strated
basis for establishing a revenue authority, there is a strong perception held by those
countries that have adopted the revenue authority concept that this particular
governance model has made a significant contribution to reform and improved
perfformance 0.

The extent of reven ue body autonomy (  Table s 1 and 2)

11. Generally speaking, the range of powers given to a national revenue body depends
on a range of factors including the system of government in place and the state of

devel opment of icaectoradministratod @actices,las well as the institutional
model adopted for tax administration. As noted earlier, increased autonomy brings with it a
prospect of increased efficiency and effectiveness, but it has been difficult in practice to
produce clear evidence of such outcomes

12. As outlined above and indicated in Table 1 overhalf of the OECD member countries
have established semiautonomous bodies while Table 2 provides a greater insight into the
range and nature of powers that revenue bodieshave been delegated In practice, this
autonomy includes some or all of the following powers/responsibilities:

11SeeRevenue Authorities and Taxation in Sub -Saharan Africa: A Concise Review of Recent Literature
from the Investment, Competition a nd Enabling Environment Team , DFID, February 2005.
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1 Budget expenditure management: Discretion to allocate/reallocate budgeted
administrative funds across administrative functions to meet emerging/c hanged
priorities . In practice, this power should enable the revenue body to use its resources
more wisely, obtaining fAbetter value for money

1 Organisation and plannin g: Responsibility for the internal organisational structure
for conducting tax administration operations, including the size and geographical
location of tax offices, and the authority to formulate and implement the revenue
bodybés strategi c .aThaeffextiveeexeactsae obtihheael powersia n s
practice could be expected toenable a revenue body to respond more rapidly to
changed circumstances, thereby contributing to its overall efficiency and
effectiveness.

1 Performance standards : Discretion to set its own administrative performance
standards (e.g. for taxpayer service ddivery); effective use of this power enables
revenue body management to set challenging but realistic targets for improved
performance.

1 Personnel recruitment, development, and remuneration : The ability to set
academic/technical qualification standards for categories of recruits, and to recruit
and dismiss staff, in accordance with public sector policies and procedures; the
ability to establish and operate staff training/development programmes; and the
ability to negotiate staff remuneration levels in accor dance with broader public
sector-wide policies and arrangements. In practice, effective use of these powers
should enable the revenue body to make more effective use of its human resources.

1 Information technology : Authority to administer its own in -house IT systems, or to
outsource the provision of such services to private contractors. Giventhe ubiquity of
technology in tax administration, effective use of this responsibility could contribute
enormously to overall organisational performance (including r esponsiveness.

1 Tax law interpretation : The authority to provide interpretations, both in the form of
public and private rulings, of how tax laws will be interpreted, subject only to review
by judicial bodies. The proper exercise of this power could in practice be expected to
help taxpayers by clarifying the application of the law and how it will be
administered.

1 Enforcement: The authority to exercise, without referral to another body, certain
enforcement powers associated with administration of the laws (e.g. to obtain
information from taxpayers and third parties, to impose liens over property in
respect of unpaid debts, and to collect monies owing by taxpayers from third parties).
The proper exercise of this power enables revenue bodies to respond quikly to
t ax pay ecos@ianceo n

9 Penalties and interest: The authority to impose administrative sanctions (i.e.
penalties and interest) for acts of non-compliance and to remit such sanctions in
appropriate circumstances. In practice, effective use of his power would engender

greater flexibility to the revenwmplidneedy in its
13. Based on survey responses (as reflected in Tabl@), the areas of least flexibility/
autonomy were in relation 1)designmyaacimpemdntondi es dé aut hor

their own internal organisational structure ( 7 countries); 2) allocate budgeted funds to meet
new/ changed priorities (7 countries); 3) determine the levels and mix of staff (9 countries);
and 4) to influence/ negotiate staff remuneration levels (13 countries).

14. It should also be noted that even with increased autonomy revenue bodies will still
operate within frameworks designed to ensure they remain accountable to wider government
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and the citizens whom they serve. These frame&vorks may include the establishment of
management boards and wider reporting obligations. Both these areas are covered in more
detail later in this chapter and in Chapter 2.

Scope of responsibi  lities of the revenue body ( Table s3and4)
A unified body for the collection of direct and indirect taxes

15. Table 3 provides an overview of the taxes administered by revenue bodies. With

few exceptions, surveyed countries have unified the collection of direct and (most) indirect

taxes. The mostrecentoccurrene of wuni fication was thleandUKés amal ga
Revenueand Customs and Excise departments into a single organisatordHer Maj est yo6s

Revenue and Customs (HMRC)- that came into existence in April 2005. Elsewhere, the

operation of separate bodies isconfined to a small number of members of the Commonwealth

of Nations (e.g. Cyprus, India, Malaysia and Malta). Itis understood thatMaltaé s gover nment

has made an in-principle decision to establish an integrated tax body but the precise form and

timing of its implementation ha ve yet to be decided

16. There is oneexception to this more unified approach to revenue administration. As
indicated in Table 3, 18 countries administer the collection of excises through the customs
administration, not the main revenue body.

The collection of social contributions ( Table 3)

17. In the vast majority of surveyed countries, regimes of social security contributions
(SSG) have been established as a complementary source of government revenue to fund
specific government services (e.g. health unemployment benefits and pensions).12 As will be
evident from the information in Chapter 5, Table 1§ SSCs are now the largest single source of
government taxation revenue in many OECD countries, particularly those in Europe.

However, aswill be evident from the information in Table 1, Governments have taken

different paths as to the institutional arrangements used for their collection.

18. Table 3 reveals that of the 28 OECD countries with separate social security regimes,
the majority (some 17countries) administer the collection of SSCsthrough a separate social
security agency (or a number of such agencies), rather than by the main tax revenue body. In
the other 110ECD countries, the collection of SSG has been integrated with tax collecton
operations. Beyond OECD economies, this dichotomy in approach to revenue collecton is also
apparentd Chile, Cyprus, Malaysiaand Singapore all administer the collection of SSCsvia a
separate agency?while countries such as Argentina, Brazil, Bulgaria, Estonia, Latvia,
Romania, Russia, and Slovenia have all integrated the collection ofSSCswith tax
administration operations.

12The dominant role of such contributions in most of these countries stems directly from the application
of the so-called Bismarck model which remains the foundation of the social security system in much of
Europe today. The model sees governmentprovided social security as a special form of insurance, with
both benefits and contributions tied to the wages of workers. In a number of countries, the contributions
are channelled through separate funds which are kept apart from the budget of central government. By
contrast, notably in some of the Scandinavian and the English-speaking OECD countries, a substantial
part of public spending on social benefits tends to be financed directly out of general tax revenues of the
government although, even in countries following the Bismarck model, social security funds may also
show a persistent deficit requiring subsidies from general taxation.

13|n the case of China there are actually two parallel bodies collecting sodal contributions, one is the tax
revenue body, the other is a separate organisation created by the Ministry of Human Resources and
Social Security. The provincial government has the authority to decide to which social security
contributions should be made. Nationally, social security contributions are split between the two.
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19. The advantages and disadvantagef these two fundamentally different approaches

to administering government revenue collection h ave not been studied by the FTA. However,

the operation of separate tax and SSC collection arrangement§ effectively, multiple revenue

administrations 0 raises some obvious questions concerninghow to achieve efficient and

effective co-ordinati on of compliance actvities across taxpayer populations, and the

additional compliance burden on businesseshaving to deal with separate revenue collection

bodies. These issues were the subject of recent res
Department4to id entify the reasons why many countries have chosen over the last decade or

so to integrate the collection of SSCswith tax collection operations (see Box 2).

Box 2 . The integration of tax and social security contribution s (SSCs) collection
The key arguments for integration presented in the IMF working paper ar e as follows:

1) Commonality of core processes: The argument for unifying the collection of tax & SSCsstems
from the commonality of the core processes involved in the collection of tax & SSCs including the need
to (1) identify & register contributors & taxpayers using a unique registration number; (2) have systems
to collect information in the form of returns from employers & the self employed, usually based on
similar definitions of income; (3) f or employers, withhold tax and contributions from the income of their
employees & pay this to the agencies (usually via the banking system); (4) have effective collection
systems to follow up those employers who do not file, or do not account for payments; & (5) verify the
accuracy of the information in returns using modern risk -based audit methods.

2) Efficient use of resources: Countries that have moved to integrate SSCscollection activities into
their revenue administrations have often found that the m arginal costs of expanding systems used for
tax administration to include SSCsare relatively minor. This is a particularly important factor to

consider for those countries that lack the resources to implement two very similar sets of reforms in
different agencies. For example, some countries have integrated the collection of payments as diverse as
accident compensation insurance contributions, Medicare contributions, child support contributions,

and student loans repayments into the tax administration. Whi le the features of each are very different,
the countries in question have seen the value o
lower collection costs and improve collection rates.

3) Core competencies of tax and social organisatio ns: Over time, tax administrations build
core competencies in relation to collection functions. There are countries where tax administrations
have been shown to have improved collection levels in relation to social contribution type payments, or
been ableto do this more efficiently, when they have been transferred from social insurance agencies.
Tax administrations, where the sole focus is on revenue collection, develop compliancebased
organisational cultures and strongly -aligned processes suited to the asessment and collection of
monies. Similarly, social insurance agencies typically build a strong focus on establishing individual
entitlements to benefits and efficiently paying them out to recipients. They develop organisational
cultures and processes aigned to this role and it is logical to conclude that incorporating the somewhat
counter-intuitive responsibility for collections compromises both the collection efficiency and the
provision of benefits. Social insurance agencies may have limited successn proceeding beyond a certain
level of collection performance.

4) Lowering government administration costs: Placing responsibility for collections with the
tax administration eliminates duplication of core functions that would otherwise occur in the areas of
processing, enforced collection of returns and payments, and audit of employers. This can contribute to
significantly reducing government administration costs, with: (1) fewer staff and economies of scale in
human resource management and training, fewer numbers of managers, and common processes for
filing and payment and enforcement and data entry data and verification; (2) lower infrastructure costs
in office accommodation, telecommunications networks, and related functions; & (3) elimination of
duplicated IT development costs and less risk in system development and maintenance.

5) Lowering taxpayer and contributor compliance costs: Placing responsibility for collections
with the tax administration can also significantly reduce compliance costs for emp loyers, with less
paperwork as a result of common forms and record-keeping systems, and a common audit programme
covering income, VAT and payroll taxes, and social contributions based on income and payrolls. The

14 See IMF Working Paper: Integrating Tax and S ocial Security Contribution Collections Within a
Unified Revenue Administration: The Experience of Central and Eastern European Countries , Peter
Barrand, Graham Harrison, Stanford Ross, December 2004.
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increasing use of Internet-based electronicfiling and payment systems within the tax administration
also lowers taxpayer and contributor compliance costs. This simplification can also improve the accuracy
of the calculations made by employers, and therefore compliance levels.

20. The observations setout in Box 2 raise important considerations for Governments
and are supported by feedback, albeit limited, gathered from country survey responses. For
example, in its survey response,officials of Bulgaria 6 8lational Revenue Agency reported
that work commenced early in 2006 to integrate the collection of health insurance and social
contributions with its mainstream tax administration operations (entailing the transfer of
around 900 employees to the NRA from the National Social Insurance Institute ). As part of
this change, registration requirements for business are simpler, taxes and SSCs are paid
together in a unified way. The integration was reported as being successful, withimproved
results being achieved in a number of areas (e.g. levels of voluntarycompliance, efficiency,
and reduced corruption).

21. In a similar vein, Slovakian revenue officials indicated that their Government had
approved in May 2008 a proposal for institutional reform known as & oncept of Reform of
Tax and Customs Administrations wi th Outlining Unification of the Collection of Taxes,
Customs and Insurance Premiumsd As part of this proposal, which will be phased in over a
number of years and be subject to a detailed feasibility study, there would be a shift in
responsibility for the collection of social insurance contributions to the new body from
existing social insurance bodies.

22. Revenue officials from the Czech Republic reported that their Government was
currently planning the merger of tax, customs, social security and health insurance revenue
collection functions into a single agency. They advised that the benefits expected fom this
merger were reductions in government administrative costs andt a x p acprapliand®e costs
The new agency was expected to be more efficient tharthe existing several independent
agencies,particularly in the fields of data management, tax audits, registration and
enforcement.

23. In those countries where separate collection arrangements exist, the overlapping
nature of the revenue collection responsibilit ies of the respective bodies and their client base
presents opportunities for co-operation and mutual assistance. In their survey responses,a
number of countries (i.e. Austria, Belgium, Poland, Slovakia, and Spain) indicated that this
occurs in practice to varying degreesin a variety of ways (e.g. through use of common audit
programs, information exchange between agencies,assistance with enforced collection of
unpaid contributions, and collaboration to streamline information exchange procedures).

Customs administration (Table 4)

24. 10 OECD countries have aligned the administration of tax and customs operations
by bringing them within a single management structure (e.g. Austria (from 2003), Denmark,
Ireland, Mexico, Netherlands and Spain). The Slovak Repubic reported that it has asimilar
initiative underway for completion in 2012. This practice is alsofollowed by 5 non-OECD
surveyed countries (e.g. Argentina, Latvia, and South Africa).

25. The rationale for this alignment of different Government roles appe ars to have its
origins in a number of factors, including; 1) perceived synergies with customs operations
which are responsible for the collection of VAT on imports, a major revenue sairce in many
developing countries; 2) efforts to obtain economies of scde (e.g. with human resource and IT
functions; and 3) historical factors associated with the separation of direct and indirect taxes
administration).
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26. More recently, a further development has occurred in two large OECD countries
(i.e. Canadat® and the United Kingdom 16) where the Government has decided to remove the
border security aspects of customs administration from the revenue body, as part of their
efforts to align all aspects of border security within a dedicated border security agency.

Other non-tax functions ( Table 4)

27. As will be evident from the information in Table 4, many Governments have

all ocated vakxbousl ésoho their revenue é&edies, and t
grown over the last decade. As will be evident from Table 4, themost common of these 6n
tax6 roles ar e: ataxdebts ewedto Gdvesnenent (e.qn stumént loars mand

overpaid welfare benefits); b)) payments of wvarious

which are integrated with elements of the tax system, or whose payment relies on information

held by the revenue body; ¢) administration of elementsof t he Governmentés retire
incomes policy (e.g.Au st r superaandlsgionar r angement s and New Zeal andds
scheme); and d) administraton of el ements of the Governmentds chil
and e) a Government property valuation function (and for some countries linked to the

administration of property taxes) . The resource implications of such arrangements are

discussed briefly in Chapter 4.

Special governance arrangements

28. Like all government bodies, revenue bodies are ultimately accountable to the
citizens they serve. The framework within which this accountability operates varies between
countries and is a result of many factors including the institutional arrangements and
government structures in place.

29. The following section identifies the governance mechanisms in place to ensure this
accountability is achieved It focuses on examplesof the oversight mechanisms in place in
selected revenue bodies. Some approaches for achieving improvedaccountability for
performance are coveredin Chapter 3.

Management and advisory boards

30. In 7 countries, a management/advisory board has been interposed between the

revenue body and the relevant minister/arm of government to provide a degree of

independent advice on the operations of the revenue body and tax administration

arrangementsingeneral.l n t he examples cited hereunder, the boe
non-revenue body officials. Whil st the specific functions of the boards vary between countries

all provide oversight and would appear to have a rolein strategy development and planning

and the sign-off of formal business plans. Without exception, board members are not involved

in issues concerned with the tax affairs of individual taxpayers and do not have access to

specific taxpayer information. For a number of the countries where this arrangement has been

15 Customs operations were removed from the Canada Custms and Revenue Agency (CCRA) in
December 2003 and placed in a new Canada Border Services Agency (Department of Public Safety and
Emergency Preparedness).

16 |n November 2007, the UK Government announced the creation of a new UK Border Agency reporting
to both the Chancellor of the Exchequer, on fiscal issues, and the Home Secretary. This new agency
combined the staff of the Detection Directorate, up till then formally part of HMRC, along with UK visas
and the Border and Immigration Agency. HMRC retains own ership of Customs policy issues. The new
Agency commenced operations on an interim basis in January 2008, pending the passage of relevant
legislation.
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established, its introduction coincided with the establishment of a new more autonomous
body for tax administration operations (e.g. in Canada, Singapore and South Africal?).

31.

Given the relative uniqueness of these arrangements, a brief description of the set

up in selected countries is set out hereunder:

f

Canada Revenue Agency (CRA): The CRAO6s Board of Management w

established in 1998 with the creation of a new, more independent government
agencyd then known as the Canada Customs and Revenue Agengyto administer

Canadadés tax and customs | aws. Then&dbdard

the Governor in Council, 11 of who have been nominated by the provinces and
territories. The Board has the responsibility of overseeing the organization and
management of the CRA, including the development of the Corporate Business Plan,
and the management of policies related to resources, services, property, personnel,
and contracts. The Commissioner of the CRA, who is a member of the Board, is
responsi bl e f aag-dayoperatioBRWnbke thedbaayds of other crown
corporations, the Board is not involved in all business activities of the CRA. In
particular, the Board has no authority in the administration and enforcement of
legislation, for which the CRA remains fully accountable to the Minister of National
Revenue. The Board is denied acess to confidential client information. 18

Fin nish Tax Administration : An Advisory Board to the National Board of Taxes
was established by government Ordinance in 2002 and commenced in 2003. It is
comprised of a senior official of the Ministry of Finance, the Director -General of Tax
Administration, and 6 members from local government, union, taxpayer and
commerce bodies. The role of the Board is to provide guidance/advice on strategic
planning, tax administration priorities and operational guidelines. The B oard
convenes around six times per year!®

Inland Revenue  Authority of Singapore (IRAS): The IRAS Board?® was
established in 1992, as part of legislation authorizing the creation of a new statutory
authority with autonomy in managing its operations to adm inister the tax laws. The
Board comprises the chairman, the Permanent Secretary of the Ministry of Finance,
the Commissioner of Inland Revenue, and sevenother members (comprising public
and private sector representatives). The Board is responsible for ensiring that the
IRAS carries out its functions competently, and meets three times a year to review
major corporate policies and approve financial statements, the annual budget and
major expenditure projects.

To assist it in carrying out its duties the Board has established three committeesd a
Staff Committee A, an Audit Committee and an Investment Committee. The Staff

Committee Abs role is to review key personnel
authority for key appointments and promotion and remuneratio n of senior executives

in the IRAS. The Audit Committee reviews whetherl R A Sécaunting and financial
policies and internal controls are in place, adequate and adhered to.It also reviews

17 An Advisory Board for the South Africa Revenue Service (SARS), created in 1997 with the
establishment of SARS as a semiautonomous revenue authority, was dissolved in 2002. In its place, a
new governance framework was introduced that makes provision for the establishment of specialist
committees to advise the Commissioner and Minister on any matter concerning the management of

SARSOGs resources. To dat e, t wo s p@&akHumbniResource o mmi ttees

specialist committee and an Information Technology specialist committee

18 CRA website- http://www.c ra-arc.gc.ca

19See

F i nAhraial Repaost pof National Board of Taxes 2003, 2004 and 2005 - www.vero.fi

20 |RAS website - https://mytax.iras.gov.sg
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and approves the annual internal audit plan . The Investment Committee sets
investment policies and guidelines and manages surplus funds available for
investments

T Spainbés Seni or Ma n alpieBoarcacts &8 anadvisory body for the
Presidency (head) of the Tax Agency and as a participatingoody for the Autonomou's
Communities and for Cities with Statutes of Autonomy in the Tax Agency. It is
chaired by the President of the Agency and it consists of the DirectorGeneral, the
departmental and Agency Services Directors, the UnderSecretary for Economy and
Finance, other general directors from the ministry and representatives of
Autonomous Communities.

1 Sweden: As part of broader public sector reforms, from January 2008 the Swedish
Tax Agencybecamean agency managed by a DirectorGeneral, who alone is
responsible to the Government for the activities of the Agency. By the side of the
Director -General, there is now an Advisory Council that may have up to 12 members.
The task of the Council is to exercise public control and give advice to the Director
General. The Council has no decisionrmaking responsibilities. The members of the
Council are appointed by the Government for a period of three years. The Advisory
Council of the Swedish Tax Agency meets six times a year.

In the current Advisory Council of the Tax Agency there are 11 members including the
Director -General who is the chairman, the Director-General (Ministry of Finance ),
academics with backgrounds in economics and/or finance, representatives ofindustry
and commerce, information technology consultant s, the Director-General of another
large Government agency, and some menbers of parliament.

1 The Board of HM Revenue and Customs (United Kingdom ): Legislation for
the creation of the new HMRC Department in 2005 included provision for the
creation of a Board,tobecanpr i sed of members of HMRCO6s i ntern
Committee (ExCom) and (four) non-executive (external) board members. Although
the fundamental governance structures remain unchanged since 2005, there have
been considerable developmentsin 2008 . These charges include the creation ofthree
new roles at the top of the department; a Chairman; Chief Executive Officer and a
Permanent Secretary for Tax The Chairman now leads the Board of HMRC. The
Boardébés role is to provide sdptassinogtorc | eader ship
performance and ensure the highest standards of corporate governance. The Chief
Executive Officer is responsible for delivering performance in order to achieve its
strategic object i vxeatvedecsoremalirg payréemaiesnt 6 s e
Excom supported by permanent and ad-hoc sub committeesand with oversight
provided by the Board. In addition , from February 2008 for six months during a key
6t r ansf o pmsetanEzecutivie and Advisors Committee was established. The
Committee consists of Excom members,t h e d e p afour noe-execative board
members and four additional external advisors. 21

I United States Internal Revenue Service (IRS): A nine-member IRS Oversight
Board was created by Congress under the IRS Restructuring andReform Act of 1998.
The Boardds responsibility is to oversee the IR

conduct, direction, and supervision of the execution and application of the internal
revenue laws. The Board was created to provide longterm focus and specific expertise
in guiding the IRS so it may best serve the public and meet the needs of taxpayers.
Seven board members are appointed by the President and confirmed by the Senate for
five-year terms. These members have professional experience or expersie in key
business and tax administration areas. Of the seven, one must be a fulitime federal

2IHMRCO6s De p ar tr(2008) andl weBsitep- ovww.hrmc.gov.uk
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employee or a representative of IRS employees. The Secretary of Treasury and the
Commissioner of Internal Revenue are also members of the Board.

The Board operates much like a corporate board of directors, but is tailored to fit a

public sector organization. The Board provides the IRS with long-term guidance and

direction, and applies its private -sector experience and expertise in evaluating the

I RS6 s pnimgaviegsts service. It reviews and approves IRS strategic plans

and its budget requests, and evaluates IRS efforts to monitor its own performance.

The Board reviews the hiring and compensation of senior IRS officials. It also

recommends candidates tothe President to serve as IRS commissioner, and can

recommend a commi ssioneréd6és removal. The Board m
mont h, and holds at | east one public meeting ea
information on upcoming public meetings. T he Board publishes an annual report, as

well as aseparatemidy ear report reviewing the progress of
efforts. The Board may also publish interim reports throughout the year on specific

topics, such as the budget. All reports areavailable on its web site. The Boardis also

periodically i nvi ted to testify bef orosyisQasteqponiessss. The Bo
web site, and complete testimony from all witnesses is usually posted on the web site

of the congressional committee that held the hearing. The Board distributes press

releases to the media at the end of each of its Bimonthly meetings describing its

activities.

Under the law, the Board cannot be involved in specific law enforcement activities,
including audits, collection activities, or criminal investigations. It also cannot be
involved in specific procurement activities or most personnel matters and it does not
develop or formulate tax policy on existing or proposed tax laws.22

External/ independent oversight of the tax a dministration system

31. Governments in Australia and the United States have established special bodies
independent of the revenue body to report on the workings of the tax system, in particular, on
aspects of tax administration. These bodies operate seprately and independently of national
audit bodies that typically over seethe workings of all government agencies. A brief
description of these arrangements is set out hereunder:

1 Inspector -General of Taxation (Australia): 23 The Inspector-General of

Taxation (IGT) was introduced as an independent statutory agency in 2003 to review:
1) systems established by the Australian Taxation Office(ATO) to administer the tax
laws; and 2) systems established by tax laws in relation to administrative matters; for
the purpose of reporting and making recommendations to Government on how those
systems could be improved. The Act precludes the IGT from reviewing the imposition
of taxes and tax rates, and the eligibility criteria for, or levels of, any rebates or grants
administered by the ATO.

The IGT seeks to improve the administration of the tax laws for the benefit of all

taxpayers. Individuals and/or groups of taxpayers, professional associations and

businesses are welcome to bring systemic administration issues to theattention of the

I GT. The | GT endeavours to address taxpayersodo c
while ensuring resources of the agency are directed to those areas of most benefit to

taxpayers overall. The overall aim is to identify how to reduce the administrative

burden for taxpayers in meeting their tax obligations.

22 RS Oversight Committee website (June 2008) - http://www.irs.gov/

23 Description obtained from IGT website (June 2008) - http://www.igt.gov.au
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While a number of Commonwealth Government agencies examine systemic taxation
administration matters, the IGT is the only agency with sole responsibility for such
reviews. To ensure that reviews undertaken reflect areas of key concern, and to avoid
duplication with other agencies, the Inspector -General developsthe work program
following consultation with: 1) taxpayers and their representatives; 2 Ombudsman; 3)
Auditor -General; 4) Commissioner of Taxation; and 5) The Secretary of the
Commonwealth Treasury. In conducting reviews the IGT may invite submissions
and/or request/require the tax officials to provide information and documentation.
The Act contains specific provisions on the confidentiality of submissions made to the
Inspector-General. On completion of a review the Inspector-General reports directly
to Government. All reports are subsequently made available within the timeframe
outlined in the Act. The IG T provides an annual report to parliament on its
operations.

1 Treasury Inspector - General for Tax Administration (United States): 24
The Treasury Inspector General for Tax Administration (TIGTA) was established in
January 1999 in accordance withthe Internal Revenue Service Restructuring and
Reform Act of 1998 (RRA 98) to provide independent oversight of Internal Revenue
Service (IRS) activities. As mandated by RRA 98, TIGTA assumed most of the
responsibilities of the IRS' former Inspection Service.

TIGTA consists mainly of auditors and investigators focused on the duties and
responsibilities of an Inspector General organization on matters relating to the IRS.
TIGTA is organizationally placed within the Department of the Treasury, but is
independent of the Department and all other Treasury offices, including the Treasury
Office of the Inspector General (OIG). TIGTA's focus is devoted entirely to tax
administration, while Treasury OIG is responsible for overseeing other Treasury
bureaus. TIGTA's audit and investigative activities are designed to: 1) promote
economy, efficiency, and effectiveness in administering the Nation's tax system; 2)
detect and deter fraud and abuse in IRS programs and operations; 3) protect IRS
against external attempts to corrupt or threaten its employees; 4) review and make
recommendations about existing and proposed legislation and regulations related to
IRS and TIGTA programs and operations; 5) prevent fraud, abuse, and deficiencies in
IRS programs and operations; and 6) inform the Secretary of the Treasury and
Congress of problems and progress made to resolve them.

Dedicated complaints handling and  oversight

32. Governments in many countries have establishedspecial bodies (e.g. an

Ombudsmanés Office) to handle complaints concerning
government agencies (including those of the national revenue body) in their dealings with

citizens and business. However, insome OECD countries adedicated agency has been

established to deal with complaints from citizens and business concerning the specific

operations of the revenue body. Examples of thesearrangements are set out below:

T Taxpayer sd Ombuds nma The(&payees'Dabudsman (TO),
established from early 2007, is generally responsible for ensuring that the CRA
respects the servicerighsc ont ai ned i n Bill bf®ightséd®an apedficallyd
to: 1) conduct impartial and independent reviews of service-related complaints about
the Canada Revenue AgencyCRA); 2) facilitate taxpayer accessto assistance within
the CRA; 3) identify and review systemic and emerging servicerelated issues within
the CRA that havea negative impact on taxpayers; and 4) provide advice to the

24 Description obtained from TIGTA website (June 2008) - http://www.ustreas.gov/tigta/
%Description obtained f r o-mitpTvevvsaxpayerbrightsigeca/( June 2008)

26 See Chapter 6 for further details on this.
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Minister of National Revenue about service related matters in the CRA. The TO may
review any service provided by the CRA at its own initiative. In so doing, the TO can
identify systemic and emerging service-related issues within the CRA that have a
negative impact on taxpayers, and make recommendations to the CRA to improve
service delivery. The TO operates independenty and at arm's length from the
management of the CRA and reports directly to the Minister of National Revenue.

T Adjudicatords Offi ce?:(TUnd tld] Kdingd@mr)ds Of fi ce
originally established in 1993 to investigate complaints made concerning the former
Inland Revenue Department, investigates and helps to resolve complaints from
individuals and businesses that remain unhappy about the way their affairs have been
handled by: 1) HMRC, including the Tax Credit Office and the Valuation Office
Agency (VOA,; 2) the Insolvency Service; and 3) the Public Guardianship Office. It
looks to add value to the complaints handling of the organisations by aiming to be
widely seen and used by the departments and the communities servel, as a trusted
provider of assurance and, where appropriate, redress and as an informed advocate
for service improvement.

TheAOGs remit and service standards are set out i
Commissioners of HMRC. However, it functions independently and an annual report
of its operations is produced. In practice, it deals with complaints concerning
mistakes, unreasonable delays, poor or misleading advice, inappropriate staff
behaviour, and the use of discretion. However, it cannot deal with matters of
government or departmental policy, matters which can be considered on appeal by
independent tribunals, disputes with the VOA about property valuations, issues that
the courts have already considered, or could have considered, complaints that have
been, or are being, nvestigated by the Parliamentary Ombudsman; and complaints
about HMRC's or the VOA's, handling of requests under both the Freedom of
Information Act 2000 a nd the Data Protection Act 1998, which should be considered
by the Information Commissioner.

T Taxpayer 6s Advocat e?: (Thermaxpaged AdBtatetSensce (TAS)
was established by the Taxpayer Bill of Rights 2 legislation in 1996, replacing the
Office of the Taxpayer Ombudsman. The TAS isan independent organization within
the IRS whose employees assist taxpayers who are experiencing economic hardship,
who are seeking help in resolving tax problems that have not been resolved through
normal channels, or who believe that an IRS system or procedure is not working as it
should. The National Taxpayer Advocate heads the program and each state and
campus has at least one local Taxpayer Advocate who is independent of the local IRS
office and reports directly to the National Taxpayer Advocate. The goals of the TAS
are to protect individual and business taxpayeis Bghts & to reduce taxpayer burden.
The Taxpayer Advocate independently represents
within the IRS. This is accomplished in two ways: 1) Ensuring that taxpayer
problems which have not been resolved through normal channels, are handled
promptly and fairly; and 2) Identifying issues that increase burden or create problems
for taxpayersd bringing those issues to the attention of IRS management and making
legislative proposals where necessary. InTaxpayer Bill of Rights 2, Congress
established the Office of the Taxpayer Advocateand also described its functions: 1) To
assist taxpayers in resolving problems with the Internal Revenue Service; 2)To
identify areas in which taxpayers have problems in dealings with the Internal
Revenue Service; 3)To the extent possible, propose changes in the administrative
practices of the IRS to mitigate those identified problems; and 4) To identify potential

2Z7’Description obtained from Adjudicatorsoé6 website (June 2
http://www.adjudicatorsoffice.go v.uk/

28 Description obtained from the TAS portion of the IRS website (June 2008) -
http://www.irs.gov/advocate/
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legislative changes which may be appropriate to mitigate such problems. The TAS
provides two annual reports to Congressd one concerning its objectives for a fiscal
year, the other on its achievements in the fiscal year.
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Table 1: Institut  ional arrangements for  tax administration

COUNTRY Institutional t ype of revenue body

1) OECD countries

Australia Unified semi-autonomous body

Austria Single directorate in MOF

Belgium Single directorate in MOF

Canada Unified semi-autonomous body with board
Czech Rep. Single directorate in MOF

Denmark Single directorate in MOF

Finland Unified semi-autonomous body

France Single directorates in MOF

Germany /1 Multiple directorates in Federal MOF and 16 State MOF
Greece Multiple directorates in M OF

Hungary Unified semi-autonomous body

Iceland Unified semi-autonomous body

Ireland Unified semi-autonomous body

Italy Multiple agencies under MOF/1

Japan Unified semi-autonomous body

Korea Unified semi-autonomous body
Luxembourg Multiple director ates in MOF

Mexico Unified semi-autonomous body with board reporting to MOF
Netherlands Single directorate in MOF

N. Zealand Unified semi-autonomous body

Norway Unified semi-autonomous body

Poland Multiple directorates in MOF /1

Portugal Multiple dir ectorates in MOF

Slovak Rep. Unified semi-autonomous body

Spain Unified semi-autonomous body

Sweden Unified semi-autonomous body
Switzerland Single directorate in MOF /1

Turkey Unified semi-autonomous body

UK Unified semi-autonomous body with board
USA Unified semi-autonomous body with board

2) Selected NonOECD countries

Argentina Unified semi-autonomous body with board
Bulgaria Unified semi-autonomous body with board
Chile Multiple directorates in MOF /1

China Separate body with minister

Cyprus Multiple directorates in MOF /1

Estonia Single directorate in MOF

Latvia Unified semi-autonomous body

Malaysia Separate semiautonomous departments for direct and indirect taxes /1
Malta Multiple directorates in MOF /1

Romania Unified semi-autonomous body
Singapore Unified semi-autonomous body with board
Slovenia Unified semi-autonomous body

South Africa

Unified semi-autonomous body

Sources: Survey responses,revenueb odi esd annual reports
1.Chile 6 Servicio de Impuestos Internos (Sll) is responsible for tax compliance procedures, audit and enforcement
of internal taxes. The collection of taxes are the responsibility of Tesoreria General de la Republicaltaly 8 Tax
administration functions are carried out by a number of separate government and partly government -owned bodies:
1) Agenzia Entrate (Revenue Agency main stream operations), 2) Guardia di Finanza (tax fraud), 3) Agencia delle
Dogane (Customs Agency excise & VAT on imports), 4) Equitalia Spa (tax debt collection), 5) SOGEI (information
processing) and 6) Agenzia del Territorio (Territorial Agency - cadastre, property registration and property

valuation); Cyprus, Luxembourg, Malta

0 There are separate directorates for Direct Taxes, Indirect Taxes, and/or

Customs and Excise;Switzerla nd & Majority of direct taxes is administered at sub -national level (by cantons).;
Germany 0 Major taxes are administered separately by 16 State &nder) MOFs, and subject to coordination and
supervision by the Federal MOF; additionally, a Federal Central Tax Office, subordinated to the Federal MOF,
performs certain central functions ; Malaysia 8 Inland Revenue Board (for direct taxes) and Customs and Excise
(which also administers a sales tax); Mal tad Inland Revenue Department and VAT Department; Poland & with
common head, Secretary of State;Sweden 0 director -general with advisory council has the highest decision-making

authority.
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Table 2: Delegated authority of revenue bodies

DELEGATED AUTHORITY THAT CAN BE EXERCISED BY THE NATIONAL REVENUE BODY /1

Make tax law Remit Establish Allocate Fix levels & Set service Influence staff Hire & dismiss  Negotiate staff
COUNTRY rulings administrative internal budget mix of staff performance recruitment staff pay levds
penalties and/or design/ levels criteria
interest structure

1) OECD countries

Australia
Austria
Belgium x
Canada
Czech Rep.
Denmark
Finland
France
Germany /1
Greece
Hungary
Iceland
Ireland

Italy

Japan
Korea
Luxembourg
Mexico
Netherlands
N. Zealand
Norway
Poland
Portugal
Slovak Rep.
Spain
Sweden
Switzerland
Turkey
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DELEGATED AUTHORITY THAT CAN BE EXERCISED BY THE NATIONAL REVENUE BODY /1

Make tax law Remit Establish Allocate Fix levels & Set service Influence staff Hire & dismiss  Negotiate staff
COUNTRY rulings administrative internal budget mix of staff performance recruitment staff pay levds
penalties and/or design/ levels criteria
interest structure

UK \Y \Y \Y, \Y, V (limited) V /2 \Y \Y, \Y
USA Vv Vv Y, Y, Y, \Y, Y, Y, \Y
2) Selected nonOECD countries

Argentina \% \% \% \% \% \% \% \% \%
Bulgaria V X Vv Vv Vv V Vv Vv \%
Chile \Y \Y \Y, \Y, \Y, \Y, Y, Y, \Y,
China Vv Vv \Y, \Y, \Y, Y Y Y, X
Cyprus \% X \% \% X \% X X x
Estonia V V Vv Vv Vv V Vv Vv \%
Latvia \Y \Y \Y, \Y, \Y, \Y, \Y \Y, -
Malaysia V V V /2 V X \% V \% \
Malta \Y \Y \Y, Vv /2 Vv /2 V /2 \Y x X
Romania V V Vv Vv Vv V Vv Vv X
Singapore \% \% \% \% \% \% \% \% \
Slovenia V V Vv Vv Vv V Vv Vv \%
South Africa \% \% \% \% \% \% \% \% \%

Sources Country survey responses
/1. Separate references for countries with multiple revenue bodies.

/2. Australia 0 not for penalties imposed by a court; Belgium & tax rulings are made by the Servicefor advance decisions in tax matters,remittance of interest and penalties for tax offences are under the
jurisdiction of Minister; France & recruitment by competitive examination; Germany 0 Generally 16 States MOF can decide on the internal structure. Most important decisions on levels & mix staff are
made by State andFederal Parliaments as part of the budget. Each of 17 MOF can hire within the limitations provided by its budget and can influence recruitment criteria, but dismissing staff is virtually
impossible under German civil service law. Most of 16 States and Fedeal MOF maintain own IT operations.; Iceland & not including the regional tax offices; Luxembourg & data relate to direct tax and
VAT directorates; Malaysia 0 except for creating new office; Malta & direct tax administration only; UK & Public Service Agreement targds have to be agreed with Ministers.
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Table 3: Taxes administered by revenue bodies (200 7)

MAJOR TAX TYPES ADMINISTERED BY THE NATIONAL REVENUE BODY

PIT CIT VAT Excises Real Estate/ Wealth  Motor Social

COUNTRY property Inherit- taxes vehicle funds
taxes ance taxes  collection
taxes

1) OECD countries

Australia/l \% \% \% \% X X X X n.applic.
Austria V V \% \% X VvV /1 X V X
Belgium \% \% \% \% X x x \% X
Canada \% \% \% \% X X X X V/1
Czech Rep. \% \% \% X \% \% x \% X
Denmark /1 Vv V \% \% \% Vv x \% X
Finland /1 \% \% \% X \% \% X X \%
France \% V \% X V \% \% \% X
Germany \% \% \% X VI/1 \% X \% X
Greece X V A% A% V \% \ \% X
Hungary \% \% \% X X \% X X \%
Iceland V V \% X X X X \Y \Y
Ireland /1 \Y \% \% \% X \% x Y, \%
Italy \% V V x /1 V \% x /1 X \%
Japan \% \% \% \% X \% X \% X
Korea \% V \% \% V /1 \% X bS X
Luxembourg \% \% \% X X X \% x x
Mexico \% \% \% \% X x X \% X
Netherlands \% \% \% \% Y, Y, Y, Y, \%
N. Zealand V V V X X X X X n.applic.
Norway \% \% \% X X \% \% X \%
Poland V V \% \% X \% \Y X X
Portugal \Y \Y \Y x \Y; Y, x Y, x
Slovak Rep. \% \Y; VI/1 X x [1 X X \Y, X
Spain \% \% \% \% X X VI/1 X X
Sweden \% \% \% \% \% X X Vv \Y
Switzerland \% \% \% X X X X x X
Turkey \'% V \% \% \% \% \% \% X
UK \% vV \% \% \% \% X X VIl
USA \Y V  n.applic. \Y X \Y x X \Y
2) Selected NonOECD countries

Argentina \% \% \% \% X X \% X \%
Bulgaria \'% V \% X X X X x \V;
Chile \% \% \% \% \% \% X X X
China \% Vv Vv Vv Vv X V \% \%
Cyprus /1 \% \% \% \% \% X x X x
Estonia \% V \% \% V X X V /1 V
Latvia \% \% \% \% \% X X \% \%
Malaysia \% \Y% X X \% \% X P x
Malta /1 \% \% \% X X X X x \%
Romania \% V V V X X X X \Y
Singapore \% \% \% x \% \% x X x
Slovenia/l \% V \% X V \% X \% \%
South Africa V V V V X V X X x /1

Sources: Country survey responses and revenue bod eanrdual reports.

/1. (Footnotes may include other taxes administered.) Argentina 0 Small Taxpayer Regimen, Oil tax; Australia o
Fringe Benefits Tax; Austria 9 from 1 August 2008 no inheritance or gift tax ; Belgium & betting and gambling tax
and gaming machine license duty are administered for the regions; Canada 9 For social contributions collects
Employment Insurance and Canada Pension contributions on behalf of other departments that administer the
programs, and for several provinces collects amounts that are nontax related (e.g. defaulted integrated student
loans). For other taxes the CRA administers an extensive list of taxprograms for the provinces and territories. Refer
to Appendix B in http://www.cra -arc.gc.ca/gncy/dffrnc/2007/rc4444 -07-eng.pdf; Chile 8 Stamp Tax on documented
credit loan operations; Cyprus & Revenue alministration functions performed by separate bodies d information
reflects taxes collected by all bodies;Denmark & Other taxes (FEOGA, AUDIT); Estonia 8 heavy goods vehicle tax;
Finland 8 Excise and motor vehicle taxes are administered by separate state bodiesTax administration collects
church tax.; Germany 3 Revenue bodies determine property values for real property tax collected by municipalities;
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Iceland 0 tax on domestically produced alcohol, fee for theconstruction fund for the elderly; Ireland & stamp duty,
capital gains tax, environmental levy; Italy 8 Customs Agency in charge of excise management, wealth tax was
abolished; Japan 0 gasoline tax and liquor tax; Korea 8 Comprehensive Real Estate Holding Tax introduced in 2005,
assess upper bracket of real property taxas national tax; Latvia & lottery and gambling tax, natural resources tax;
Portugal 8 VAT on imports is administered by customs, other taxes are stamp duty and fees of diverse kind, social
contributions are collected by other government agency (IGFSS) under Ministry of Work and Social Security;
Luxembourg 0 data relate to direct tax and VAT directorates, other taxes (capital gains tax, registration and
subscription fee etc.); Mexico & products and services special tax, business flat tax (IETU), cash deposit tax (DE);
Netherlands 8 environmental taxes; Slovak Rep. & VAT on import of goods is administered by customs.
Inheritance tax and tax on transfer of real estates has been abolishedcollection duties are being phased out;

Slov enia & tax on games of chance, tax on salries paid, special tax on specific allowancesSouth Africa 0 collects
unemployment insurance fund contributions on behalf of Department of Labour; Spain & National revenue body
collaborates only in some aspects.;Switzerland & anticipatory tax (on interests, d ividends and similar) ; UK &
National Insurance contributions.
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Table 4: Non -tax functions of revenue bodies

NATURE OF NON-TAX FUNCTIONS ADMINISTERED

COUNTRY Customs Welfare Child Student Property Population
law benefits support loans valuation register

1) OECD countries
Australia /1
Austria /1
Belgium /1
Canada
Czech Rep.
Denmark /1
Finland /1
France/1
Germany /1
Greece
Hungary
Iceland /1
Ireland /1
Italy

Japan /1
Korea
Luxembourg
Mexico
Netherlands
N. Zealand /1
Norway
Poland
Portugal
Slovak Rep.
Spain
Sweden/1
Switzerland
Turkey

UK

USA

2) Selected NonOECD countries
Argentina
Bulgaria /1
Chile

China

Cyprus
Estonia

Latvia
Malaysia /1
Malta
Romania
Singapore/1
Slovenia/l
South Africa /1
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Sources: Country survey responses and revenue bod eariual reports.

/1 (Footnotes may include other non-tax functions.) Australia 0 fuel rebate & grants scheme, Australian Business
Register & superannuation schemes, some apects of social welfare & student loan schemeBelgium & ), co-operates
with or gives relevant information to the public service managing welfare benefits, child support, student loans, etc.,
other non-tax functions include counter-terrorism activities at p orts and at airports; Bulgaria 0 statistical functions;
collects some nontax revenues for the central government budget (e.qg. traffic control fines ).; Canada & child support
and student loans (only collects past due amounts), property valuation (conducted only for support to income tax
programs), others (administer national charities program, collect debts on behalf of other departments, distribute s
federal and provincial payments for social programs); Czech Rep. 9 supervises lotteries and gambling games;
Denmar ko agricultural export refund ; Finland 6 statistical functions; France & management and accounting of
state and local property; Germany & premiums for owner -occupied homes investment allowances; Iceland &
maintains companies register, & supervises accounting rules Ireland 8 government sponsored national savings
scheme (SSIA) ceased in June 2007Japan & administers liquor industry; Malaysia & helps with collection of higher
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education loan on behalf of National Higher Education Fund; Netherlands 0 income-dependent housing, health and
child care benefit payment; N. Zealand d ad mi ni st ers OKi wi Saver 0 startedivloly200Vf ary savings
which promotes savings by low to medium income earners and has various incentives such as employer and member
tax credits. The funds are invested by commercial fund managers; Singapore & regulatory authority for housing
agents and property appraisers; Slovak Rep. 8 administers child tax bonus incorporated in income tax act, other
functions are judicial fees, supervises lotteries & processing of bookkeeping data;Slov enia 9 collection of certain
non-tax obligation; Spain & welfare benefits (deduction for working mothers, DAMA), enforced collection of debts of
other public bodies; South Africa 8 administers diesel rebate scheme and collection d skills development levy on
behalf of Department of Labour; UK & customs function moved to UK Border Agency from 2008. Collection and
provision of data to the Office for National Statistics for the production of overseas trade statistics and generation of
UK Balance of Paymens, administration of law in relation to the Proceeds of Crime Act 2002 .
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Chapter 2. The organisation of revenue bodies

Outline

This chapter provides details of the organisational arrangements of revenue bodies.

Key points

Organisational structures/ features

il

Many revenue bodies are undergoing, or have recently introduced major
organisational reform to achieve improved outcomes.

The dunction écriterion continues to be significant in the design of organisational
structures of revenue bodies but around 24 bodies reported a design based on a mix of
criterion (i.e. function, taxpayer segment and /or tax type).

The vast majority of revenue bodies have concentrated their information processing
work in a small num ber of dedicated sites and maintain large in-house tax fraud
investigation and enforced tax debt collection functions .

While the majority of revenue bodies reported the operation of a full in -house IT
function, 10revenue bodies rely significantly on outsourced arrangements or other
parts of government for their IT support.

Large taxpayer units

f

The vast majority (i.e. 33) of surveyed revenue bodies have established dedicated units
responsible for administering their largest taxpayers. However, these units vary
significantly in the scale of their operations (including the numbers of taxpayers
administered), and in the scope and range of their responsibilities.

Provision of i nformation t echnology

1

Arrangements for the provision of information technology sup port vary significantly,
and include (1) comprehensive in-house operations covering both infrastructure
operations and applications development; (2) shared arrangements across areas of
government (e.g. a single IT department supporting all MOF functions); and (3)
largely outsourced operations involving private contractors. The large scale
outsourcing of IT functions to private contractors occurs in relatively few countries.

Office networks

1

1

Across surveyed bodies, there is an enormous variation in the reldive size of revenue
bodi esd headguarters function, refl ecti
approach to the national management of tax administration operations, large in -house
IT functions); the practice of operating with very large HQ operations (i.e. more than
12.5% of total staff) is particularly prominent in Anglo -Saxon countries (e.g. Australia,
Canada, Ireland, New Zealand, and USA).

While most countries maintain traditional office networks which are geographical and
hierarchical, r evenue bodies are increasinglycreating specialist/ dedicated operations
(e.g. national call centres, data processing centres, and large taxpayer offices) to
improve efficie ncy and effectiveness inservice delivery.

Particularly in Europe, there is a tendency for revenue bodies to operate relatively
large networks of small offices; revenue bodies in a number of countries (e.g. Austria,
Denmark, Norway, and Russia) have undertaken large scale office rationalisation
programs in recent years to achieve greate efficiency.
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Getting organised  to collect taxes ( Table 5)
Organizational structures of revenue bodies and their evolution

1. Over the last decade or so, the organizational structure of many revenue bodies has
been the subject of major reform aimed at improving operational efficiency and effectiveness
and the delivery of services to taxpayers. By and large, these reform efforts have mirrored a
broader trend in the evolution of the structure of revenue bodies, moving initially from a

structure basedlargdd y on 6t ax typed criterion to one based

For many revenue bodies, steps have also been taken to structure their compliance (i.e.

service and verification) functions oaslatghe basi
taxpayers are concerned, while a few bodies have

approach. A description of some of the factors relevant to this evolution is set out in Box 3.

Box 3 . How the organisational structures of revenue bodies hav e evolved

Over the last 20-30 years, there has been a clear trend in the way the internal organisationalstructures of
national revenue bodies have evolved. In broad terms, this has entailed an evolution from an organisational
model based ocnr iGtteyrpieono ft ot aoxnbe or gani sed around t a
there has been a trend towards a Otaxpayer segmer

The o6type of Theaarliést argardsatibnal model employed by tax administrators was based
principallyon 6t ype of taxd cr i t sparaie multifubttiodat depattnentswemnao d e |
responsible for each tax and were largely selsufficient and independent of each other. While this model
served its purpose, it was eventually seen to have a number oflsortcomings, including: 1) with its inherent
duplication of functions, it was inefficient and overly costly; 2) taxpayers with multiple tax dealings (e.g.
businesses) were inconvenienced as they had to deal with different departments on similar issues (eg. debt
issues); 3) there were complications, both to revenue bodies and taxpayers, in managing and ceordinating
compliance actions across different taxes; 4) separation increased the likelihood of uneverl inconsistent
treatment of taxpayers; 5) the arrangements impeded the flexible use of staff whose skills were largely
confined to a particular tax; and 6) th is approach to structuring tax operations unnecessarily fragmented the
management of the tax system, thus complicating organisational planning and co -ordination.

Faced with these shortcomings, many revenue bodies decided to restructure their organisational
arrangements, concluding that a model based | ar gse
improve overall operational performance.

The o6f unct i on@ndedthenfimctiendl model, staff are organized principally by functional
groupings (e.g. registration, accounting, information processing, audit, collection, appeals, etc.,) and
generally work across taxes. This approach to organizirg tax work permits greater standardization of work
processes across taxes, thereby simplifying computerization and arrangements for taxpayers, and to
generally improve operational efficiency. Compar ed to the o6tax typed mod
to be seen as offering many advantages and its adoption has led to many developments aimed at improving
tax administration performance (e.g. single points of access for tax inquiries, the development of a unified
system of taxpayer registration, common approaches to tax payment and accounting, and more effective
management of tax audit and debt collection functions.) However, a number of revenue bodies have taken
the view that this model is not entirely appropriate for the delivery of compliance -related activities across
different segments of taxpayers given their differing features, behaviours and attitudes to tax compliance.

The O6taxpayer s efmmeréecéntdeveladpméntamong a small number of developed
countries (e.g. United states) has been b organize service and enforcement functions principally around
6segment s od.g largebysiaesses, snallimedium businesses, individuals, etc.). The rationale for
organizing these functions around taxpayer segments is that each group of taxpayes has different
characteristics and tax compliance behaviours and, as a result, presents different risks to the revenue. In
order to manage these risks effectively, the revenue body needs to develop and implement strategies (e.g.
law clarification, taxpay er education, improved service, more targeted audits) that are appropriate to the
unique characteristics and compliance issues presented by each group of taxpayers. Revenue bodies also
need a structured approach to researching and understanding what thesecompliance issues are.
Proponents of the o6taxpayer segmentod type of stry
a unified and dedicated management structure increases the prospects of improving overall compliance
levels. Whileapplicat i on of the O0taxpayer segmentd model i
have partially applied this approach by creating dedicated large taxpayer divisions/units.

Source: Comments sourced from findings described in various IMF and W orld Bank reports.
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2. Table 5 briefly highlights a number of high level structural features of revenue

bodies in surveyed countries. As will be evident from the information in this table, there are

significant variations in the organizational structures of re venue bodies from country to

country. However, there appears to be a substanti al
organization d 12 out of the 43 surveyed revenue bodiesindicated that the functional model

has been adoptedas the primary criterion for structuring their tax administration operations ,

while24r evenue bodies reported that a broad mix of cri
in practice. As will also be apparent from Table 5, 33 revenue bodieshave complemented their

largely function al structure with a dedicated division to administer aspects ofthe tax affairs of

their largest taxpayers.

3. Other important observations from the data provided in Table 5 are set out below:

1 The vast majority of revenue bodies(36 of 43 countries) operate some form of
dedicated transaction processing centres(e.g.for processing of tax returns and tax
payments).

1 All but 6 revenue bodies operate an in-house dedicated debt collection function .
Survey responses and related researctof annual reports and other materials
identified some unusual arrangements for enforced debt collection in 3 countries (i.e.
Chile, Italy and Sweden).2®

1 The great majority of surveyed revenue bodies in OECD countries maintain a
dedicated organisational unit responsible for the investigation of serious cases of tax
fraud/evasion; in two OECD member countries this work is performed mainly by a
separate law enforcement agency(i.e. in ltaly - the Guardia di Finanza and in
Hungary - the Customs and Finance Guard39).

1 Organisational arrangements for the delivery of information technology functions are
quite varied across surveyed revenue bodies, ranging from comprehensive inhouse
operations performing a range of functions, IT operations that are shared across a
number of bodies within th e MOF, to partially and full y outsourced arrangements.

Country examples of high level organisational arrangements

4. To provide some additional insights to the organization structure of revenue bodies,

Figures 1-9 provide examples of the current organizational structure from a culturally -diverse

cross-section of surveyed revenue bodies as published in their official documents . As will be

evident from the examples provided, the 6functional
revenue bodies and, in a numbe of examples, is complemented by a separate unit/division

responsible for administering large taxpayers (see later comments on this development). The

more significant features of each example are described briefly hereunder:

29 Chile reported that enforced tax debt collection is the responsibility of a separate government body

(Treasury) that also collects other government debts. In Sweden , enforced tax debt collection is the

responsibility of a separate Enforcement Authority (EA) that, until July 2006, had been part of the Tax

Agency. While the EA operates as an indepenént authority and collects debts other than those resulting

from taxation, it has close linkages with the tax agency (e.g. for IT and administrative support). The EA

had 2,174 staff in 2006 (Source: 2007 Taxes in Sweden(Swedish Tax Agency)). Inltaly , the

management of enforced debt recovery is outsourced to Eql
Chapter 6 for further details.

30 The Hungarian Tax and Financial Control Administration deals only with the audit of serious tax

fraud/evasion. Investigation of serious tax/fraud is made by the Hungarian Customs and Finance
Guard.
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1 Australia (Figure 1): Thismodel is characterised by a number
s e g malinidgiods that are responsible for the delivery of compliance-related
activities (both service and verification) for taxpayers within the respective segments.

I ncluded al so i n t heams of@rgamising aoynpliancesaetigitiesisat 6 m
dedicated division supporting the work of tax professionals (who play a significant
role in administrati o)nTheréarefalssatnumbérofads t ax syst e

functional units (e.g. Client Contact and Debt) that support the work of all segments.

The separate6 t a x unityfpr &8T (i.e. Australiabs v al ue andEdcsael t a x)

reflect the relatively recent addition of the GST (ntroduced from 2000) and Excise
(transferred from Custstopsofrespondi@ite8 The AT®ist he ATOb6 s
also alargely centrally managed organisation and does not have a formal

management layer at the regional level.

I Canada, Chileanand Korean revenue agencies (Figures 2,3,and 5): The
organizational models depicted for these revenue bodies, also presented in fairly high
level terms, reflect the more traditional model of a functionally -organised revenue
body with a formal layer of regional management and co-ordination. In the case of
Chile, the model is complemented by a dedicated large taxpayer office; however, debt
collection is the responsibility of the Treasury Department.

I Estonian and Spanish Tax and Customs (Figure 4 and 7). The models
depicted for these revenue bodies, essentially based on functional criteria,reflect the
integration of customs operations, as well as a layer of regional management covering
its local operations. As noted in Chapter 1, a small number of surveyed countries have
amalgamated the management of tax and custons administration functions. The
Spanish model also depicts the existence of a dedicated large taxpayer unit (see later
comments).

1 The Netherlands - Dutch Tax and Customs Administration (figure 6): The
model depicted in Figure 6, as published by the DTCA, is presented at a very hit
level and does not readily convey the fairly unique set of management and structural
arrangements that operate in practice. These arrangements have been described by
Dutch officials in the following terms &

fiSome year s ag astomsAdminisiation irnovdted Cits management
model. In lieu of vertical and hierarchical it is now managed horizontally and inter -
collegiately. Learning staff members in self -managing teams constitute the basis of
the organisation. Managers must indicate the direction of policy and act as a coach.
They determine the direction, lay down frameworks and specific objectives,
supervise staff members, correct where necessary and assess the team results. The
managers themselves, in turn, form part of management teams within wh ich the
tasks are divided. The horizontalisation works at all levels within the organisation.

It not merely governs the relationships between self -managing teams and
management teams within the region, but also the relationships between the

regional office s and the central management team of the Tax and Customs
Administration. Control has been given a new interpretation and revolves around
inter -collegiate discussions and reviews of performance and functioning of
organi sational uni t sh.ed D(TSAUbrsc eB u sH argeef)s2 8P loafn t( 200

T UK-Her Majestyds RevenUydVRE@)n (Figuteu 8)t Dhiv model
was introduced in January 2008 and is the result of a number of years of evolution of
HMRC & internal structure following the merger of the former se parate direct and
indirect tax administrations (including customs) 3land the creation of a new

31While initially established to administer all aspects of customs legislation, this arrangement was

modified early in late 2007 with the formal creation of the UK Border Age ncy. This new agency brings

together functions from different areas of Government, i
far as possible as a unified border force. The new arrangements will be phased in over a period of time,
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integrated revenue and customs body in 2005. The model, driven in part by an

objective of establishing clearer lines of accountability, reflects a matrix style of

management where both O6functionald and O6tax typ
As part of this new structure, formal regional/geographical management and co -

ordination functions that previously existed were also abandoned. The organisational

chart for HMRC shown at Figure 8 does not reflect the appointment, in late 2008, of a

CEO and Permanert Secretary for Tax. At the time of publication an organisational

chart reflecting these changes had not yet been published.

1 United States Internal Revenue Se rvice (Figure  9): Like the Australian
model, the key feature of this model, which is presented at a very high level, is the
establishment and operation of four O0taxpayer s

Midsize Business, Small Business/Selfemployed, Wage and Investment, and Tax

Exempt and Government Entities) to deliver service and enforcement functions that

are tailored to the specific characteristics and requirements of the respective taxpayer

segments. There are also a number of functional/specialisedunits that operate on a

6whol e of agencyd basis (e. g.whchwami nal investig
introduced in 2000 , replaced a more functionally-oriented setup for the delivery of

service and enforcement activities, which was underpinned by a formal layer of

management and co-ordination at the regional level. This regional management layer

was also abandoned with the introduction of the new organisation structure.

5. Although not displayed, a major restructuring of the Belgian tax

administration is also currently underway . As part of this reform effort (known as the

Coperfin Project) , t he existing é6tax typed structure is beir
|l argely on three pillars reflecting specific &ésegme

and individuals) with audit cent res working across the major taxes (i.e. personal tax,
corporate tax and VAT). Alongside these three pillars, there will be separate dedicated
functions, all under the authority of the Administrator -General of Taxes and Custons, for tax
debt collection and tax inspection (i.e. for serious tax fraud), and a specific administration for
Customs and Excise.

6. Re-organisation has been/is the focus of attention in many other countries:

I Bulgaria reported a range of organizational-related reforms that have been
implemented over recent years. These included: 1) the creation in 2006 of a new
unified revenue administration body (i.e. NRA), organized along functional lines
with a dedicated large taxpayer operation; 2) taking on responsibilit y for the
collection of social contributions from 2006; 3) shifting responsibility for excise
administration and local taxes administration to Customs and local municipal
bodies respectively; 4) staff downsizing by 10% in 2006; 5) shifting all national tax es
operational work from 340 to 29 local offices; and 6) creation of a small national call
centre.

1 Czech Republic officials reported that their government was currently planning
the creation of a new revenue collectionagency that would; 1) be responsible for the
collection of all revenue collection functions (including tax, customs, social security
and health insurance); 2) include a new large taxpayers officesetup; and 3) entail
the consolidation of its office network (currently 8 regional and 199local offices) by
abolishing its smallest offices. These measures were all aimed at reducing
administrative costs and improving efficiency.

1 Danish officials reported that a new organisational structure for the tax and
customs administration was scheduled to be implemented from January 2009.

necessitating some important customs-related responsibilities remaining with HMRC for the medium
term.
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1 Estonian officials reported that the Tax and Customs Board wil undergo a major
reform of organisational structure starting from December 2008 . The key objectives
of the reform are to: 1) conform to cuts in the government budget: 2) give clarity to
ther evenue bodyds struct ur; 8 inadeaskmanagerialger i al aut ho
spans of control, thereby reducing levels of management.Overall staffing numbers
will be reduced by 10%. There are also expectations of increasedoperational
efficiency and improved quality of taxpayer service delivery. Figure 4 sets out the
new organisational structure for the Estonian central office and as compared to
previous structures, demonstrates a rationalisation of senior executive positions.

1 InFrance , two large agencies previously responsible for aspects of tax
administration 32 have been merged into a singleorganisation, known as la Direction
Generale des Finances Publiques (DGFIP). The merger aims to assist citizens and
businessby. 1)cred i ng a si ngl e wi radatiom métters; 2)ibateri vi dual s 6
meeting the needs of local communities; and 3) improving overall performance by
providing a more effective responseto tax fraud, tax recovery and service efficiency
In terms of structure , the new organisation is comprised of three major divisionsd
taxation, local authorities, and support functions . At the time of writing, the design
of the organizational structure of the tax-related division wasin the process of being
finalized .

1 Japanese revenue officials reported that the recently revised plan ®peration and
System Optimisation Plan for National Tax Administration  (NTA) éenvisaged
increased unification of office work by integrating internal operations in a cross -
sectional manner,byelimi nating the NTAO6s rather vertically
office tasks, and by standardising in-office work processes.The NTA are also taking
steps to further centralise tax consultation work and make greater use of human
resourcesfrom outside the NTA.

1 In Mexico , a new structure for the Tax Administration Service (SAT) was
introduced in late 2007 in order to, as report efdalbiygno ftfheciian sstéi t ut i
processes and services, instead of a structure

1 In New Zeal and , the Inland Revenue Department (IRD) implemented a new
operating model in late 2006 that realigned organisational arrangements for service
delivery. The changes to the model aimed to address the best way of organisinghe
department to make sure it could deliver new and existing business, develop a
strong focus onits customers, and to take advantage ofits skills and new
technologies. The redefined business groups are:

1) Customer Insight & brings the voice of the customer into the organisation,
and helps identify and understand the needs of customer groups and how to
enhance customer relationships;

2) Designd provides specialist design services and capability for the wider
organisation to ensure customer-focused business solutions and the
integratio n of these new initiatives into | R Dsystems;

Assistanced provides integrated, cost-effective customer contact, identifies
when specialist tailored services are appropriate, and provides these as
required;

4) Customer Operations d efficiently manages cusomer processes across the
department which doto-petsoerqui nam@ipensban;

32 Direction générale des impdts (DGI - The Directorate General of Taxes) and Direction générale de la
comptabilité publique (DGCP - the Directorate of Public Accountancy).
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5) Assuranced delivers | R Ddbmpliance programme, including intelligence
gathering, investigation, collection and legal and technical services, in a way
that promotes voluntary compliance and maintains community confidence.

There were also changes to the Adjudication and Rulings area that included: 1)

changing the business group name to AOffice of
Chief Tax Counsel having geater oversight of legal technical issues across the

department. These changes were expected toresult in closer involvement with the

service delivery areas and improved technical decisionmaking acrossIRD.

During 2007 t he Norwegian  Tax Administration un dertook a major re-
organisation of both regional and local tax offices and the Directorate of Taxes. The
principles for the new regional organisation were endorsed by its Parliament in
2006. The new organisation came into operation in January 2008 and is being
implemented through out 2008 -2009. Important objectives of the reform include
improved quality and efficiency, rationalization of management structures and
layers (with the objective of reducing the numbers of managers by 1015%), and a
more effective balancing of resources across service and enforcement functions.

The new regional organisation comprises several former countytax offices, county
tax collection offices and a number of local tax offices. All these offices are merged
into one formal organisational entity. The regional organisation is function -based
with 5 core functions: 1) Taxpayerservice; 2) Assessment; 3) Audit and | egal
services 4) Tax crime; and 5) Collection. Administration and management support
are organised as stafffunctions. In the Directorate of Taxes (i.e. headquarters) all
functions related to production and deliver y of internal services (corporate
management functions) are organised in a shared service centre which provides
both external and internal services. The HQG strategic and professional
management work is organised in four different departments which makes requests
for services from the shared service centre based on dialoge with the regional
organisation and agreement between the departments.

Polish officials reported that its administration was currently carrying out analysis
concerning possible scenarios for creating an independent body responsible for tax
collection. The new organisational model would likely influence the current
structure of tax offices and tax chambers, in particular resulting from the
centralization of certain functions.

Officials from the Slovak Republic  reported that as of January 2012 there will be
a fundamental change in the structure of revenue authorities in the Slovak
Republic d the currently existing 8 branch o ffices of the Tax Directorate and 101
local tax offices would be abolished and new 8 regional tax dfices with their
branches at some of current local tax offices would be introduced. Optimisation of
specific processes would be performed, mostly at the central level (e.g. methodology,
internal administration, IT etc.) and through a concentration of activities at a
regional level. From January 2013, there will be a merger of the tax and customs
administrations into one institution (i.e. the Financial Administration of the Slovak
Republic) which would consist of 1) Financial Directorate of the Slovak Republic; 2)
Financial Criminal and Justice Bureau with its branch offices; 3) Financial Office for
Selected (large) Taxpayers with itsbranch offices; and 4) 8 Financial Offices with
their branch offices and stations. These organisational changeswill be accompanied
by major changes in the way work is carried out.
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Figure 1 . Australian Taxation Office
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Figure 3 . Chile Internal Revenue Service
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Figure 5 . Korean National Tax Service
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Figure 7.
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Figure 8. United Kingdomés HM Revenue
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Figure 9. US Internal Revenue Service
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The realignment helped clarify accountability &
responsibilities for improving taxpayer service,
strengthening enforcement initiatives, & continuing
modernization efforts. To support this structure &
ensure accountability, one Deputy Commissioner
position was created to oversee service & enforcement
work. The second Deputy Commissioner position
integrates the support functions, facilitating economy
of scale efficiencies & better IRS business practices.

The four operating divisions, along with the Criminal
Investigation & Office of Professional Responsibility,
report to the Deputy Commissioner for Services and
Enforcement. IRS specialized unitsd including: Chief
Tax Counsel; Appeals, the Taxpayer Advocate Service;
Equal Employment Opportunity and Diversity;
Research,Analysis, & Statistics; & Communications
and Liaisond report directly to the Commissioner.
The IRS Chief Tax Counsel also reports to the
Treasury General Counsel on certain matters. The
Deputy Commissioner for Operations Support
oversees all IRS support functions, including
Modernization & Information Technology Services,
Agency-wide Shared services, Mission Assurance,
Chief Human Capital Officer & the Office of the Chief
Financial Officer.

Source: US IRS Strategic Plan 2005-09

Large taxpayer operations ( Table s6 and 7)

7. As outlined earlier in this chapter, there has been aclear trend in the evolution of
the organisational arrangements for revenue bodies worldwide (including 33 out of 43
surveyed countries) to establish special dedicated unitsd hereafter referred to as Large
Taxpayer Units (LTUs) 6 to manage some/all aspects ofthe tax affairs of their largest
taxpayers34. Further background on this development and its rationale are set out below.

The common characteristics of large taxpayers

8. Large taxpayers are very different from other categories of taxpayers and present
certain significant risks to effective tax administration. Many revenue bodies have recognized
that managing these risks requires strategies and approaches appropiate to the unique
characteristics and compliance behavior of these taxpayers.Key characteristics of the large
business taxpayer segment identified from OECD work include:

The comments provided draw | argely on survey responses
Task Group established in 2007 to explore and share experences and latest thinking on the approaches

and practices for dealing with the tax compliance issues of large businesses. For more detailed

information see Compliance Management of Large Business: Experience and Practice in Eight OECD

Countries (OECD, 2008). The eight countries involved are Australia, Canada, France, Ireland,

Netherlands, Norway, UK, and USA.
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