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Prepared by the OECD Committee of Fiscal Affairs Forum on Strategic Management

Caveat
Each Revenue authority faces a varied environment within which they administer their taxation system.
Jurisdictions differ in respect of their policy and legislative environment and their administrative practices
and culture.  As such, a standard approach to tax administration may be neither practical nor desirable in a
particular instance.

The documents forming the OECD Tax guidance series need to be interpreted with this in mind.  Care
should always be taken when considering a Country’s practices to fully appreciate the complex factors that
have shaped a particular approach.
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Risk Management – Practice Note

Part I Introduction & Background

Structures and Approaches - the Revenue Authority Spectrum

1. The degree to which a tax administration focuses on risk management may be seen as indicative of where
the organisation is on the revenue authority administration spectrum.

2. At one end of the administration spectrum is the traditional revenue authority.  This administration
typically has an approach and organisational structure that segregates the administration and collection of each of the
various taxes administered.  The administration of the tax laws is functionally based, without any significant
differentiation between the different groups of taxpayers, resulting in a less than holistic way of dealing with client
groupings.  Typically, taxpayers with a problem need to approach many and varied parts of the organisation, and
similarly, a taxpayer may be approached by various parts of the tax organisation, without any co-ordination between
those parts.  Taxpayers tend to be treated with the same broad-brush approach.  Explicit proactive risk management is
often very limited.

3. An administration strongly towards the other end of the spectrum has systems, structures and approaches
which acknowledge that taxpayers in different populations or groupings usually have different issues/problems in
complying with the tax laws, and can have significantly different opportunities and reasons for not doing so.  This
recognises the need for segmenting the market into strategically important sectors or segments, with an emphasis on
“client focus”1, ie a focus on taxpayer needs rather seeking to have taxpayers adapt to the revenue authority's needs.

4. This client focus approach is enhanced by a cycle of -
•  first, understanding taxpayer needs and behaviour and the reasons for compliance and non compliance; and;

•  second, determining on that basis, whether the appropriate strategy for improving compliance is in the form of
assistance, enforcement, changes to the law, or a combination of these;

to achieve as high a compliance rate as is possible within the resource constraints faced by the administration.  The
revenue authority then attempts to leverage its compliance improvement activities so that for a given resource input
the long term revenue outcome is maximised.

5. Central to the risk management process is the measurement of compliance levels.  The measurement
process is integral to the identification of areas of low compliance (and hence assisting in decisions about priorities),
and integral to evaluating the effectiveness of compliance improvement strategies.

6. Defining and measuring ‘compliance’ is a difficult, complex, involved topic that is the subject of separate
paper2.

7. The purpose of this paper is to encourage discussion and further research into revenue risk management,
and to encourage the sharing of information on, and approaches to, revenue risk management methodologies and data.

                                                     
1 The term “client” is used in a tax context to refer to the whole range of individuals and institutions that 

interact, or should interact, with a tax authority in its administration of the tax laws.  The term includes 
taxpayers and their representatives, businesses, public and private institutions.

2 See GAP004 Compliance Measurement
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Part II Risk Management

The Issues

8. Without fully auditing large numbers of taxpayers how does a revenue authority know what the risks to the
revenue are?

9. How does a revenue authority go about managing risk in an uncertain environment, where the risk
likelihood and consequences are generally unknown?

Why Do We Need To Assess And Manage Revenue Risk?

10. Revenue authorities have turned to risk management in order to allocate better scarce resources to achieve
an optimum compliance strategy - one aimed at achieving the best long-term compliance for the resources employed.
Without a systematic methodology to do this, resource allocation decisions are open to question and criticism and, for
a revenue authority, potential tax revenue may be lost.

Background

11. Risk management is not new in fundamental concepts although as a specialist management approach or
process it is still developing.  Over the last few years, it has become increasingly preferred by organisations to assist
them in reducing risk exposures to new products, advanced technologies and global market competition, and to enable
them to allocate and use their scarce resources as efficiently and effectively as possible.

12. The term ’risk management’ can be somewhat misleading as ’management’ tends to imply some ability to
influence or ’control’ events and this is not always the case.  In reality risk management3 is a formal process whereby
risk factors for a particular context are systematically identified, analysed, assessed, ranked and provided for.

13. It is a proactive, systematic analysis of possible events and responses to them rather than a mere reaction
mechanism to those limited events that are detected.  It is about managing the future rather than administering past
events.

14. The term ’risk’ can mean different things to different people.  In certain fields of research, risk is used to
denote the width of the confidence level associated with a particular estimate [so a high risk estimate has a greater
degree of uncertainty than a low risk estimate].  To some it is the magnitude of the exposure; a high risk event has a
potentially large dollar value or outrage factor4 attached to it.  In reality, both concepts need to be considered if ’risk’
is to be correctly assessed and managed.

                                                     
3 As opposed to ’risky management’ which is the making of reckless decisions or making decisions not based
on a reasonable consideration of the issues and risks involved.

4 The term "outrage factor" is used to reflect the outrage that society or a group has when one of its perceived
norms of behaviour are breached.  In a taxation context, an example could be the outrage felt when pensioners are
prosecuted for not returning a small amount of interest income while a large corporate is widely known to have used a
minimisation arrangement and is not pursued.
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Risk Management Defined

15. So formally, risk management can be seen as the process of:

•  Establishing the particular context in which the organisation operates, its goals, strategic directions, values and
culture - setting the framework within which decisions about risk will take place.  [For example, establishing how
risk adverse the organisation is and what its approach to compliance policy is.]

•  Analysing both the organisation and the environment faced, identifying current and potential risks and then -

− estimating the risk’s probability of occurrence,
− estimating the spread (or confidence level) of that probability,
− estimating the associated level and spread of exposure in monetary terms, also considering other factors

such as legal requirements, and the organisational/societal norms that give rise to an ’outrage’ factor.

•  Assessing and ranking the risks, deciding what risks are to be addressed or provided for based on the probability
of the risk, the level of exposure and the cost effectiveness of reducing that exposure relative to other uses for the
resources employed (opportunity costs).

•  Providing for the risks, where appropriate, in the most cost-effective manner by avoiding, reducing, or
transferring them or, where justified, retaining and accepting them.

Risk Assessment in Practice

16. With such a process there is a real danger of creating an illusion of certainty and accuracy that simply does
not exist.  Unless we are dealing with known probability distributions (as in a game of cards) our estimate of the
probability of occurrence, our confidence in that estimate and our estimate of the exposure are going to be subjective.
Such is the case no matter how the process and result may be packaged.

17. What is technically ‘decision making under uncertainty’5 is often converted by the use of expert estimates
and subjective judgements to ‘decision making under risk’ (ie ‘risk management’).  The best we can hope for in this
uncertain real world is to make these estimates reasonable to our leaders, peers and public and hence defensible.

18. Such a risk management process should not be an exercise only a rocket scientist can compute6.  It is
important that management understands the basic nature and magnitude of the risks and this can be lost if the process
becomes too abstract and complex.  Indeed because of the necessarily subjective nature of several of the inputs to the
calculation, two significant digit calculations and an order of magnitude would suffice in most cases where we can
quantitatively analyse and assess the risks.

                                                     
5  See for example Chapter 9 of an 'Introduction to Management Science' by S.M. Lee, CBS College
Publishing.  Some writers do make this technical distinction.

6  However if taken to its extreme, decision making under uncertainty can involve some quite complex
decision tree, scenario modelling and other simulation techniques, such as Markov chains, to better quantify both the
level and spread of exposure and the probability of occurrence given various assumptions.  See for example 'Risk
Analysis and Management' by M. G. Morgan, Scientific American, July 1993 pp 24 to 30.  The very formula for Risk
Adjusted Functional Value camouflages the subjective nature of the process with apparent mathematical certainty.
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19. In many instances, even experts will not be able to assign strict probabilities to some risks.  In these
situations, the risks can still be categorised under some qualitative ranking system.  It is likely that there will be a
divergence of views or disagreement about the rankings in cases of significant uncertainty.  In these cases a consensus
on the risks and their rankings could be sought using a panel of experts employing techniques such as Delphi or
Nominal Group approaches7.

20. For example something like the following matrix8 could be used to rank risks where the likelihood and
consequences are expressed qualitatively:

Risk:  
Likelihood % •

Consequence •  
Extreme Serious Prejudicial Minor Negligible

Almost certain
(~95%)

Critical Severe High Major Significant

Probable
(~80%)

Severe High Major Significant Moderate

Possible
(~50/50)

High Major Significant Moderate Low

Unlikely
(~20%)

Major Significant Moderate Low Trivial

Rare
(~5%)

Significant Moderate Low Trivial Trivial

(An example of the process that might be used in a risk ranking process - identification, analysis,
consequence - is attached as Appendix 1.)

21. After the risks have been ranked in some way, either quantitatively or qualitatively, management has to
determine which risks to address with action and resources.  In essence and at a conceptual level four things can be
done to the risk -

•  avoid it  (eg by changing the system so that the risk no longer can occur);

•  reduce it (eg by reducing the likelihood and/or the consequences);

•  transfer it (eg by contract, insurance or legislation9); or

•  retain it (eg where unable or not cost effective to treat the risk).

                                                     
7  Nominal Group Technique is a structured, formalised procedure.  The problem is stated and each member of
the group writes a list of ideas down, then the ideas are then recorded from each person using a ’round-robin’ approach
without discussion.  When all the ideas are listed, discussion of each takes place for clarification and evaluation.  An
independent voting process is then applied with each member ranking the ideas separately.  A group decision is then
derived by bringing the rankings together.  The Delphi technique, one of the most popular qualitative forecasting
approaches, involves multistep capture and refinement of the subjective judgements of a group of experts.  The event
statements are circulated, generally by mail, to the members and each anonymously comments on them.  Over a series
of rounds, generally three or four, a consensus set of views and rankings generally emerge.  For further information
and alternate approaches see John Tydeman’s "Futures Methodologies Handbook", Commission for the Future, 1987
Canberra.

8  Adapted from the Management Improvement Advisory Committee’ s "Guidelines for managing risk in the
Australian Public Service"  1995, Canberra

9  Ethically risks should not be transferred to those who are poorly placed to deal with them.  An example is
using market strength to force a client to accept otherwise unacceptable environmental damage without fair and
adequate compensation.
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22. These options need to be costed in a preliminary way to see which option is the most appropriate and
effective mechanism for treating the risk.  The first three options are preventative measures while the fourth should
give rise to contingency plans that ameliorate or deal with the effects of significant risks, if they occur.

23. Even after using risk management techniques to avoid, reduce or transfer the risk it is likely that a residual
risk will remain and have to be ‘retained’.  If the residual risk is still significant, it should be planned for on a
contingency basis.  Scenario planning approaches and event simulations may be appropriate mechanisms.

24. Unfortunately, in practice, many risk assessment methodologies used by Government agencies tend to be
fairly simplistic, merely identifying the risk and ‘guesstimating’ the exposure10 generally based on a simple linear
extrapolation.  In most instances even the time value of money is not brought into the calculation when the cash flows
occur over several periods.  Further, any estimated cash flows are rarely 'risk adjusted' to account for the probability
of different potential outcomes.

25. None of these things are necessarily fatal to the risk management process provided that the approach used
is holistic (it identifies all significant risks and factors contributing to those risks) and the analysis is systematically
and consistently applied.  If these conditions are met, the resulting resource allocation decisions made by management
are likely to be reasonably similar to those that would have occurred under a more rigorous, scientific procedure.  In
any case the outcome is likely to be ‘better’ than a resource allocation approach that does not consider risks in any
systematic way and does not seek to ‘manage’ them.

Risk Assessment by Tax Administrations

26. For an administration tasked with collecting revenue on behalf of a Government, revenue risk
management11 at a macro, or policy, level can be considered to be about trying to ensure appropriate taxpayer
compliance in that -

•  the right taxpayers (or clients) pay

•  the right amounts of tax (at the right time).

27. The term right taxpayers or clients implies that either the revenue authority, or the client, can identify that
they need to be registered on the tax system and lodge returns of some kind.

28. It follows there is an obvious risk that the client /taxpayer will not register or will not lodge, either through
an honest error, ignorance or confusion of the requirements or deliberate concealment so as to avoid assessment.  The
likelihood and consequences of this risk will clearly depend on the type of taxpayer.  For example, if a large
profitable entity failed to lodge, the tax revenue forgone could be quite significant whereas if a social security
recipient failed to lodge, the revenue effect would probably be trivial.

29. The right amount of revenue implies that the correct amount can be assessed and collected from those
clients that lodge.  In countries with well-developed tax systems most clients tend to end up paying most of their tax -
if knowledge of the tax laws and regulations is correctly disseminated and assistance is available.  This is generally
termed the level of voluntary compliance, although widespread use of tax withholding systems (which reduce the
consequences of the non-return of income) ensures a greater degree of compliance than would otherwise be the case.

                                                     
10  Where guesstimates are made and the consequences aren't obviously negligible, it is important to obtain
several well considered views on the likelihood of the risk and its consequences.

11  There are other risks, both external and organisational, such as threats to the integrity, availability and
confidentiality of the revenue authority's information, personnel and other assets, that are also common to other
organisations.  While the analysis and provision for these 'internal' risks would normally form part of a revenue
authority's overall risk management strategy, they are not the focus of this paper.
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30. Despite a generally high level of voluntary compliance in countries with well-developed tax systems there
will always be a level of non-compliance arising for a variety of reasons or causes:
•  Uncertainties in the law (its ‘greyness’) or complexities in calculating the right amount of tax can significantly

increase the risk that the correct amount of tax will be not collected due to honest error, or ignorance and
confusion over obligations from either the taxpayer or the revenue authority.

•  A taxpayer may also choose to avoid or evade assessing, and paying, the correct amount of tax.
•  Taxpayers may also be able to assess, but be unable to pay the right amount of tax due to the circumstances they

face.
•  There may also be internal breakdowns in administrative processes that lead to taxpayers not complying.

31. For all these reasons, explicit recognition needs to be given to the value of enhanced client service
procedures (assistance) as an integral part of a valid revenue risk management procedure together with the more
traditional legislative and enforcement approaches.

Risk Management By Tax Administrations

32. If resource constraints did not exist and the cost and disruption of an audit intrusion to the taxpayer was
ignored, one (traditional) approach to assessing and managing the risks to the revenue would be to substantively
check every client.  A less intrusive version of this approach is a formal assessment process whereby officers with
technical tax knowledge vet all taxation returns.

33. Many countries have now realised that such an approach is not a cost-effective use of scarce technical
resources on what is essentially a processing function.

34. These countries have moved to self assessment regimes whereby most tax returns are initially accepted and
processed at face value and selected taxpayers are targeted for review action by technical staff, generally at a later
date - although ‘current’ reviews are increasingly a feature of modern revenue authority activity.

35. Coupled with this move to self-assessment has been a greater emphasis on assisting the taxpayer to ‘get it
right’ the first time and voluntarily comply via targeted education, assistance and increased clarity of the law via
rulings and simplification.

36. In the past taxpayers have often been treated as if they were a homogenous group.  Coverage driven
random and ‘gut feel’ audit approaches were coupled with relatively inflexible penalties, and used as the risk
management methodology.  However in a generally compliant population such an approach is not as cost effective as
it could be and involves a rather high and unnecessary degree of intrusion into compliant taxpayer affairs.

37. To address these issues of unnecessary cost and intrusion market segmentation is often used.  Taxpayers
are grouped or segmented by various attributes to allow for better targeting of those taxpayers appearing to present
relatively high revenue risks through both their compliance behaviour (the percentage getting it wrong) and the level
of revenue involved (the monetary consequences of them getting it wrong).

38. Targeting techniques indicating the possibility of non-compliance have been developed by tax
administrations using a variety of approaches, often involving data matching.  These techniques include matching -
•  return form data against external data (eg interest data, client lists etc);
•  return form data against industry, occupation and agent norms;
•  return form data against audit or risk assessment results of similar industry, occupation and agent returns; or
•  external data against external data to generate possible cases.

39. These techniques have been used to increase the likelihood of selecting the most non-compliant from the
larger pool of generally compliant taxpayers.  The use of such targeting techniques brings with it an increased
requirement for a documented, more formal and standardised risk management process that enables targeting
decisions to be defended against complaints of bias, unjustified intrusions of privacy or unfairness.
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Segmentation as a Risk Management Tool

40. Segmentation permits a revenue authority to efficiently treat similar groups of taxpayers in a similar
manner – although care still needs to be exercised to ensure that the facts and circumstances of a particular client are
taken into account where required.  It is conceptually easy for revenue risk management purposes to segment the
overall client population into simple macro segments based on revenue exposure.  For example -

•  Large Businesses (the roughly 20% of businesses that in many economies carry out 80% of business activity);

•  Medium/Small businesses (the 80% of businesses that carry out 20% of business activity); and

•  Non Business Individuals (including the roughly 80% of people who are employed and who often have tax
withheld at source).

41. Even at this macro level it is obvious that the revenue risks presented by each segment will differ.  It is
equally obvious that because the risks are different, they may need to be treated differently.  Different audit, risk and
quality assurance systems or customer service initiatives may need to be applied to optimise the level of risk and the
return on resources.

42. For example, the main revenue risk from non-business individuals where taxpayer identification, income
matching, and tax withholding systems operate, is from incorrect work expense and other deduction claims.

43. Another significant risk in this segment both in revenue terms and in general community perceptions (the
outrage factor) arises from a small sub segment of taxpayers, high wealth individuals, who typically have complex
business and financial arrangements.  In some cases these arrangements enable high wealth individuals to avoid
paying what otherwise would be their fair share of tax, significantly decreasing community perceptions of the fairness
of the tax system.

44. The Medium/Small business segment can be sub segmented at a lower level for example by level of
turnover or industry grouping.

45. In those sub segments with a high business turnover rate, there are major risks arising from poor record
keeping practices and systems, the high percentage of cash transactions and the lack of segregation of duties
compared to the larger businesses.

46. Clients at the large business end of the market are sub segmented differently again, for example by industry
classification, although many multinational enterprises span several industries.12

47. As with the macro level segmentation, each of these sub segments presents different risk likelihood and
exposures.  It is important that this kind of segmentation be applied with a degree of flexibility and care, particularly
in determining how conglomerates with a range of business interests spanning two or more segments should be
treated.

48. In an ideal world, the revenue authority would know the relative compliance rates, revenue exposure and
responsiveness of each of the client segments they have and would then make resource allocation decisions to various
segment compliance assistance and assurance programs based on this knowledge.  To a limited extent this is what the
US IRS Taxpayer Compliance Measurement Program (TCMP) sought to do.  However the accuracy, cost
effectiveness and intrusiveness of gaining such information from a generally compliant population have been
questioned13.

                                                     
12  As an example, the large business segment can be sub segmented by industry groups such as Mining and Oil,
Banking and Finance, Insurance and Superannuation, Manufacturing, and Services.

13  GAO Report, July 1995
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49. Without such a comprehensive compliance measurement program, the problem of selecting the right client
sub segments to review becomes a subjective management decision.

50. Some assistance can be gained by the use of external data to profile industries, issues and clients, and from
the use of a series of risk assessment reviews or scoping audits in a number of client segments to develop a feel for
the risks and their relative importance.

51. Using these relatively quick, limited examinations of a small group of clients from the client sub segment
under consideration, an inference (though not necessarily in the strict statistical sense) can be gained as to the overall
revenue risk associated with that sub segment.

52. If this process reveals a risk to the revenue that needs addressing relative to other priorities then, based on
the nature, extent and causes of non compliance, an appropriate mix of service, enforcement and/or administrative
changes can be instigated in the sub segment.

53. The results of these activities should be evaluated after a period of time to ascertain whether a relatively
high risk still exists and which strategies were most successful and cost effective in addressing it.

54. This revenue risk management ‘cycle’ can be expressed diagrammatically:

The Revenue Risk Management Cycle

Risk Assessment Process *

1. Determine the nature, extent &
causes of segment non-compliance

Risk Assessment Reviews
Scoping Audits, Data Matching

mix of compliance strategies to improve
segment compliance - if cost effective

Service Administrative
System Changes

Enforcement
Activities Activities

2. Evaluation of the effectiveness of
existing compliance strategies

*Using  Environmental Scans

Decide that further actionBased on cost effectiveness
decide on no further action

Client or Client Segment

Decision to examine a particular
Other clients and segments

Carry out Implement Carry out

Collect data Collect data

feeds into next

maybe warranted

Investigate and decide on an appropriate

Prioritise and review other
segments over time as
resources permit

Data collected

Based on relative risk
decide on no further action
with this client / segment

risk assessment

Evaluation of
performance
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55. The importance of an unbiased and thorough risk assessment process as a component of overall revenue
risk management is critical.  If the initial review is biased, incorrect resource decisions and inappropriate strategies
could be applied.

56. A problem that may emerge is an ‘enforcement culture’ can exist with some of the revenue authority staff
involved in the risk assessment process and they may bias results by not following statistically valid sampling
procedures.  The selection of staff for such risk assessment activity should be a matter of concern and it even may be
appropriate to separate the risk assessment function away from staff on enforcement activities.

57. The risk assessment procedure must be unbiased and thorough if the information obtained from it is to add
strategic value to the organisation's revenue risk management process and lead to better risk treatment and resource
allocation decisions.

Risk Management Best Practice

58. The revenue authority's risk management policies and processes should be regularly monitored and
reviewed against international best practice benchmarks.   Review of the risk management practices of many
organisations have established that the following factors are associated with best practice in risk management (eg. see
Flynn:1995):

•  A risk 'aware' management culture - a calculated and balanced trade off between risk and controls.

•  Clear authority and responsibilities for risk management - someone very senior and accountable.

•  Documented risk register and profiles - focus on the major risks.

•  Centralisation of the risk control function - keeping it alive, driving it along.

•  Systematic, uniform, continuous process - flexible enough to cater for changing environments.

•  Integrated into the planning process at all levels - strategic, tactical and operational.

•  Appropriate performance indicators and monitoring - including quality.

•  Skilled staff, quality research and data.

•  Technological systems support so that data is gathered as an integral part of the process rather than as a
secondary, and often neglected, act.

Part III  The Future

59. Ideally, in the future there will be an environment that encourages and facilitates the sharing of data and
research techniques and outcomes amongst countries.  Revenue authorities would be able to learn from each other,
sharing data and building on each other’s efforts, rather than working independently.  This would allow -

•  the joint development or refinement of risk assessment and risk management models;
•  exchanges of information to facilitate work on an international benchmarking and best practice; and
•  a proper focus to be given to these risk and compliance issues, reflecting their significance.

60. In this context, it might be noted that aside from possible cultural differences that impact on compliance
rates, the risks to the revenue presented by business sub-segments are likely to be broadly similar, assuming most
countries face the same risks to the tax revenue.  Therefore the sharing of experiences would assist in everyone's
understanding.

61. We should be able to improve our understanding of taxpayer compliance, and hence be better able to
design appropriate responses, in a more cost effective manner if this sharing experiences, in a manner that satisfies
privacy concerns, were pursued.  It seems this may be best advanced through broadly based research across a
community of researchers extending across tax administrations and other interested parties such as academia.



GAP003
Issued: 19 June, 1997

Amended: 10 May, 2001

12

62. There is a real operational and policy need now for a greater focus on these important strategic issues,
given the environment of improving compliance and maximising administrative efficiencies within which all tax
administrations operate now and are likely to in the foreseeable future.

Guidance

1. Revenue authorities are encouraged to use appropriate risk management approaches in their
administrations.

2. Revenue authorities are encouraged to share their experiences in managing risks with other revenue
authorities, enabling best practice approaches to be identified and adopted.
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Appendix 1  A Possible Risk Registration Form

(1 registration form per risk – for all ‘Significant’ and higher risks)

Risk Identification

Describe the risk: What can happen? How can it happen? What evidence is there to substantiate the risk (eg. has it happened)? What current key controls reduce the risk?

Risk Analysis - Assess and Rank Risk
A: Consequence • B: Likelihood • Current Risk Level •   [AxB]

 Extreme

 Serious

Prejudicial

Minor

Negligible

Almost certain (95%)

Probable (80%)

Possible (50/50)

Unlikely (20%)

Rare (5%)

Critical
Severe
High

Major
Significant
Moderate

Low
Trivial

Is the risk acceptable? If so, why.  If not, what is the priority (Urgent, Important, Medium, Routine, Low)?

Risk Treatment
How will the risk be treated? Describe the strategy and the expected result (ie. the expected impact on the consequences &/or likelihood and the new risk level) New Risk

Level •

[                      ]
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Appendix 2:  Revenue Risk Consequence Criteria

(Monetary values will vary.  Those used here are for illustrative purposes)

Consequence •  
Balanced scorecard item
•

Extreme Serious Prejudicial Minor Negligible

Revenue >$200 m  $200 m  $100 m  $50 m <$25 m

Compliance System is so weak that a
tax cheat

will not be caught –
widespread

evasion/avoidance
facilitated

Non compliance is unlikely
to be detected and dealt

with – Significant
proportion of the segment

are evading / avoiding
taxes

A large proportion of non
compliers will be detected

and dealt with

Most non compliers are
detected and dealt with

Rare for non compliers to
escape detection and action

Cost of compliance Likely to provide incentive
for widespread evasion or

widespread criticism

Vocal and frequent
concerns raised by client

groups

Evidence of concern from
client groups

Occasional concerns raised
by individual clients

Wide acceptance of
requirements

Public confidence Total breakdown of
community support

Major reputation damage Adverse media coverage
likely and justified

Small in itself, but when
aggregated with other

issues, would register as a
loss of support

No effect on support for
the

Revenue authority

Productivity Productivity is >90%
below that of other

public/private sector
organisations

Productivity is between 50-
90% below that of other

public/private sector
organisations

Productivity is between 10-
50% below that of other

public/private sector
organisations

Productivity is 10% below
that of other public/private

sector organisations

Productivity is comparable
or better than other

public/private sector
organisations





GAP003
Issued: 19 June, 1997

Amended: 10 May, 2001

17 Ptd: May-01

History

June 1997: Based on a January 1997 document prepared by Australia for comment, “Risk Management”
[DAFF/CFA(97)36] is one of the tax administration papers prepared for the Committee of Fiscal Affairs Forum on
Strategic Management (FSM). Revised by Australia, with assistance from the UK and Canada, the paper was issued
on OLIS on 19 June and approved by the CFA for publication on 25 June 1997.

At its meeting in December 2000 the FSM Steering group agreed to the tax administration papers series being made
available as public documents.  This was endorsed by the CFA at their meeting in January 2001.

May 2001: The paper is published as part of the “Tax Guidance Series” from the Centre for Tax Policy and
Administration.

Compatibility

The principles in this document are compatible with those contained in:

•  GAP001 Principles of Good Tax Administration
Centre for Tax Policy and Administration, OECD 2001

•  Minimum necessary attributes for a sound and effective tax administration
A charter-document approved by the Inter-American Center of Tax Administrations/ Centro Interamericano de
Administraciones Tributarias (CIAT) General Assembly held in the Dominican Republic on March 19, 1996
http://www.oecd.org/DAF/FSM/minimumatributesta_ciat.html

Contact

For further information please contact Mr Stuart Hamilton, Centre for Tax Policy and Administration,
Tel 33 1 45 24 94 63,  Fax 33 1 44 30 63 51


