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The main functions of a tax administration, in dealing with taxpayers, 
aside from actual tax collection or sanctioning non-compliance, largely 
involve gathering or processing information. The first information related 
function is Identification of taxpayers followed by their Registration as 
taxpayers and, for most major taxes,the assignment of a assigning 
taxpayer identification numbers. 
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INTRODUCTION 
Different tax regimes require different types of administrative 

arrangements. Tax policy not only has an impact on the costs of 
administration, but also on the organization of the administration. On the 
other hand, the level of administrative capacity in the tax and customs 
administration should be a key factor to consider when designing a tax 
system. This point has been made very clear in Milka Casanegra’s famous 
statement that "Tax Administration is Tax Policy". This means in practice 
that Tax Administration involvement in policy making should be 
guaranteed. Also Simplification of tax legislation, which is an objective of 
tax reform in many OECD countries, may to a certain extent be driven by 
administrative considerations. For the administration of the overall tax 
system a decision has to be made as to which agency should be responsible 
for certain types of taxes. While the tax administration in any country will 
have the main responsibility for the administration and collection of taxes in 
general, different approaches might be chosen for the administration of 
VAT, which in a number of countries has been assigned to the customs 
organization, and the administration of local taxes, which often is done by 
local governments or as a shared responsibility between the central 
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government tax administration and local governments. In federal countries, 
but also in China, we find a coexistence of national and subnational tax 
administrations. In a strongly developed federal structure, like in Germany, 
this can even mean that a federal tax administration barely exists, so that the 
tax system is administered by sub-national tax administrations.  

 
SEMINARY RESULTS 

Tax administration organization 
An organizational issue that has received recent attention is the 

creation of semi-autonomous revenue agencies.tax administration 
Autonomy and revenue boards . These appear to have worked well been 
created – with mixed success -in several developed and developing 
countries to in increaseing administration efficiency and effectiveness. The 
same objective forms the background to efforts to improve the cooperation 
between tax and customs organizations, which can, like in Denmark and 
Canada, result in the complete merger of tax and customs. Even when the 
revenue administration is not set up as an autonomous agency its 
relationship to the Ministry of Finance needs to be determined. While in 
some countries it is part of the ministry, other countries prefer a separate 
structure for tax and customs administration. Another issue in some 
countries has been the creation of a separate Tax Police , partly following 
the example of the Guardia di Finanza in Italy. In the internal structure of 
the organization, an issue of key importance is the organizational model, 
which can be based on tax administration functions, on type of taxes, or on 
type of taxpayers. In practice, although all tax administrations choose one 
model as the basic model, to a certain extent mix different organizational 
approaches. Typical example of such a mix is the creation of a Large 
Taxpayer Unit in tax administrations organized along functional lines. The 
second principal issue is the regional structure of the organization, the 
determination of the number, role and responsibilities of regional and local 
offices, and their supervision through the headquarters of the organization. 
An issue which has created serious problems in a number of countries is the 
interference of local governments in the work of regional and local tax 
offices in cases where these offices are responsible for the collection of 
national and local taxes., though determinants of their success – and their 
failure in some cases – have not been systematically explored.  
Tax administration management and functions 
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The main functions of a tax administration, in dealing with 
taxpayers, aside from actual tax collection or sanctioning non-compliance, 
largely involve gathering or processing information. The first information 
related function is Identification of taxpayers followed by their Registration 
as taxpayers and, for most major taxes,the assignment of a assigning 
taxpayer identification numbers. Other information functions include, at the 
preliminary stage collection of information from third party sources 
including, importantly, tax withholders, accessing asset ownership 
information (such as cadastral records), engaging in taxpayer education and 
providing taxpayer services to keep their compliance burden low. 
Verification of the correctness of tax payments starts with return Filing 
control followed by Assessment of tax liability of the taxpayer. Among the 
major types of assessment activities are Valuation and Tax Audit the latter 
activity typically being the most important function of tax administrations 
from the perspective of resource use. To establish tax evasion or to facilitate 
identification of non-filers Investigation and inspection are also necessary. 
If prima facie non-compliance is established, then Penalties and prosecution 
of tax offenders may be required. Actual Tax collection is divided into two 
functions, mechanical collection of taxes from those who pay voluntarily on 
time and collection of delinquent taxes. In some countries a substantial part 
of the capacity of tax administrations is absorbed by the execution of non-
tax related functions, such as the collection of user charges and fees for 
other government agencies. Those kinds of responsibilities should be 
critically reviewed to allow the tax administration to concentrate on its main 
function. In several countries, Amnesties are declared for different reasons. 
Amnesties, of course, must be administered and not just enacted.  
Tax administration functions performed externally 

Francisco Gil Diaz, applying the subsidiarity principle to tax 
administration, stated that private sector entities should be delegated public 
administration tasks which they are well suited to perform. In general, 
global economic efficiency would suggest that particular activities should be 
outsourced by a tax administration if these activities can be performed more 
effectively or at lower social cost by some external agency. Considering Tax 
farming and out-sourcing of functions, the former represents the extreme 
case of complete privatization of tax administration, a situation not 
unknown historically and even for some taxes at present. However, in 
general economic theory suggests, as Slemrod and Yitzhaki (1996) point 
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out, that tax farmers will, from the perspective of society, overemploy 
resources for tax administration since they will not take into account costs 
borne by other agents such as taxpayers. In practice, this can take the form 
of coercion and harassment if sufficient powers are available to the tax 
farmer. However, various specific functions should and have been 
outsourced by tax administrations. The most pervasive phenomenon is of a 
tax administration imposing compliance requirements on taxpayers and 
third parties to reduce administrative costs. The extent to which this is done 
varies considerably across taxes and countries. The most important example 
of this in practice is related to official versus self-assessment of taxes. 
Likewise, the most wide spread examples of privatization are tax 
withholding and Bank collection of taxes (other than delinquent taxes) for 
the treasury. An important class of functions performed, in many countries, 
by government agencies other than the tax administration are Police 
functions and Prosecution activity. The use of Citizens groups to help curb 
abuse of power or corruption by tax administrators or the use of 
Ombudsmen as independent channels to redress taxpayer grievances are 
other important areas. While audits and certification of accounts by private 
sector auditors is required for business firms in most countries, the degree to 
which this function can be delegated can vary and Mexico is among the 
countries that have the greatest degree of delegation with private auditors 
and their clients being jointly liable for the accuracy of several aspects of 
the audited accounts.  
Tax administration inputs 

That The tax administration budget is a potentially important tool to 
promote tax administration efficiency and effectiveness has been argued in 
theory and also found in practice, though the evidence is not conclusive. 
Besides budget determination rules, there also the important issue of the 
appropriate size of the tax administration, a question on which theoretical 
prescriptions are also available. Rules and procedures for determining and 
pricing the nature and quantity of Physical infrastructure for tax 
administrations have, as yet, received limited attention except in the area of 
procurement of capital equipment and, to some extent, outsourcing of 
functions.,Issues covered in the entry on Human Resource Management are 
recruitment procedures, functional distribution of staff, job descriptions, 
performance evaluations and promotions. An important question is to what 
extent tax and customs administrations should be exempted from general 
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civil service rules. This leads to the issue of autonomy and revenue boards. 
Special attention is given to the design of Training for tax and customs 
officials; there is a variety of options here, including setting up of a special 
tax and customs training center, use of general public or private training 
institutions, and training on the job. The entry on Wages and incentives 
deals with the important question of using compensation and other 
incentives to motivate tax administrators to act in accordance with the 
interests of the government. The area of Information Technology has 
emerged as the most important aspect of tax and customs administration 
modernization in the past two decades and a variety of resources are 
available under this entry, from readings, to details of Bank projects, to 
information on off-the-shelf automation products and consultancy available 
from different sources. 

Tax administration reforms have many characteristics in common with 
private enterprise reforms; namely: external pressure (social-political and 
fiscal) galvanizing the need to change (transform) the agency; employment 
rationalization/replacement programs; agency mergers; creation of new 
organizational units; decentralization of operations; development and 
deployment of new software and hardware; use of advanced technology as a 
management tool and for training delivery; the need to manage a system-
wide transition; better client service; and changing the organizational 
culture, often to combat corruption. These elements frequently are 
incorporated in tax project designs used in developing countries in the tax 
sector, typified by: Modernizing the business side of tax administration 
along functional lines, relying heavily on new information and management 
systems technologies; Reorganizing the agency to accommodate the new 
functions; Combating informality and corruption by hiring new staff, 
training them, and creating incentives for better performance; Focusing 
reforms on specific segments of the taxpayer population (expanding the 
client base), often by creating of special units (especially large taxpayers); 
Decentralizing operations, supported by increasingly sophisticated IT 
applications, sometimes including personnel and training functions as well; 
and; Developing a “client service” orientation to taxpayers. 
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CONCLUSIONS 
Much of this involves direct HRM and participation. Recent principles 

and practices used by enterprises to manage change integrate HRM and staff 
development strategies. These strategies may point the way to deeper and 
more sustainable reforms in tax administration modernization efforts. The 
major issue revolves around how to build capacity in HRM departments 
limited to vision and leadership to meet explicit agency objectives. 
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