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Caveats For this Presentation

Operating Contexts Matter
Administrations can vary dramatically along many important dimensions,
including within regional groupings

Dimensions of Special Importance
» Political-economic issues and cultural perspectives on tax
» Existing levels of maturity with digital operations

Cross-Country Comparisons are Complicated

What is more important is the lens through which reform decisions and
planning are made — the focus of this presentation



Core Tax (and Customs) Administration Missions

Implementation of Policy Frameworks

Tax Administration Customs Administration
= Compliance (Taxpayer) = Revenue Collection *
» Service - Revenue = Trade Facilitation
» Enforcement = Border Security
= Protection of Society
= Statistics
Important Characteristics Important Characteristics

International Focus (Foreign Trade)

Near Real-Time Processing

Emphasis: Transactions and Enforcement
Different Priorities in Low-Income Countries

v Domestic (Inland) Focus
v Periodic Processing (Tax Periods)
v" Emphasis: Behavioral Modification
- Compliance Risk Management
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Global State of Digitalization

Tax Administration

= 96% - Operational ICT Solution®
» 72% - E-Filing Channel
» 69% - E-Payment Channel

Sources: ISORA. Note that in ISORA, questions relating to the “operational ICT solutions” of tax administrations were
removed in the latest survey. Prior results are shown here to summarize a global perspective. E-filing and e-payment figures
describe the percent of administrations with at least one channel.



Global Challenges:
Digital Tax Administration



Global Challenge #1: Productively Increasing

ICT Expenditure

Country Group

Advanced Economies
Euro Area
Major Advanced Economies (G7)
Other Advanced Economies

European Union

Emerging Market and Developing Economies
Emerging and Developing Asia
Emerging and Developing Europe
Latin America and The Caribbean
Middle East and Central Asia
Sub-Saharan Africa

Worldwide

ICT Expenditure’
(Median % of Op. Exp.)

2023
12.43
12.01
15.15
12.75
12.12
4.28
5.05
4.29
6.44
0.36
3.57
5.63

2022
9.37
6.29
14.20
14.21
7.72
4.54
5.39
4.56
6.25
0.66
3.50
5.44

2021
11.34
6.79
13.64
14.58
7.80
5.36
5.36
7.64
6.85
1.72
1.28
6.50

(% of GDP)
2023 2022
35.69 37.39
4597  46.52
35.48  37.61
32.14  33.19
4541 45.90
26.00 25.79
2382 23.35
34.76  34.16
29.30  30.20
27.45 28.38
17.39 17.44

General Gov. Revenue

2021

36.97
46.91
37.08
32.65
46.43
25.56
23.90
35.24
28.79
25.52
16.84

1 Direct ICT expenditure by tax administrations (excluding DPI, e-government, other shared services).

Source: IMF ISORA and WEOQO Databases. Includes survey results of 172 countries.



Global Challenge #2: Addressing Weaknesses

in Cybersecurity

WannaCry (2017): One of the
most damaging cybersecurity
attacks in history

» Started via a breach in e-
invoicing (tax reporting)
software

» Spread globally, taking
major shipping companies,
police, hospitals, and other
essential services offline

» Economic damages
between $10 and $20
billion dollars

What Happened to My Computer?
Your important files are encrypted.

Many of your documents, photos, videos, databases and other files are no longer
accessible because they have been encrypted. Maybe you are busy looking for a way to
recover your files, but do not waste your time. Nobody can recover your files without
our decryption service.

Payment will be raised on .
’ Can I Recover My Files?

511572017 16:32:52 Sure. We guarantee that you can recover all your files safely and easily. But you have
not so enough time.

Time Left You can decrypt some of your files for free. Try now by clicking <Decrypt>.

But if you want to decrypt all your files, you need to pay.

You only have 3 days to submit the payment. After that the price will be doubled.
Also, if you don't pay in 7 days, you won't be able to recover your files forever.

We will have free events for users who are so poor that they couldn't pay in 6 months.

Your files will be lost on

How Do I Pay?

Payment is accepted in Bitcoin only. For more information, click <About bitcoin>.
Please check the current price of Bitcoin and buy some bitcoins. For more information,
click <How to buy bitcoins>.

And send the correct amount to the address specified in this window.

After your payment, click <Check Payment>. Best time to check: 9:00am - 11:00am -

Pt ¥ oy o DUNPEERG | [papunp —

SM92017 16:32:52

Time Left

o Tl dees

Send $300 worth of bitcoin to this address:

1219YDPgwueZ9NyMgw519p7AABisjré SMw |



Global Challenge #3: Developing Digital Ecosystems

Internal Stakeholders

External Stakeholders
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Global Challenge #4: Accessing Domain Expertise

Oth Off
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Global Challenge #5. Prioritizing Investments to
Strengthen Fundamentals

Priority #1: Ensuring High-Integrity, Secure IT Fundamentals

Core IT Infrastructure

Enterprise IT Services

The portfolio of IT assets and

Core Processing Platforms services already online.

Electronic Taxpayer Services

Other Essential Systems and Services

Priority #2: Supporting Prioritized Reform Initiatives (From a CE Matrix)

Quick Wins

New IT support for initiatives

Core Initiatives in a portfolio of reforms.

Other Priorities

10



Investment Planning: Services Often Forgotten...

/ Taxpayer E-Services (1.0) \

Information & Downloads

Public Website and

FAQs (1.1) Rulings (1.2)
Taxpayer &
Forms (1.3) Certificate Lookup
(1.4)

Taxpayer Accounting (3.0)

N[

Processing (4.0)

Electronic Taxpayer Services

Registration (1.5)

Appointments (1.6)

Tax (3.1)

Penalties (3.2)

Interest (3.3)

Declarations (4.1)

Payments (4.2)

Notifications (4.3)

Reconciliation (4.4)

-
K

Workload Management (5.0)

J
\

Management &
Biometrics (8.3)

4 Registration (2.0) ) / Other Platforms & Services (8.0)\
o g s Non-Tax & Other Automated Data
Individual (2.1) Legal Entity (2.2) Tax Account (2.3) Employee (2.4) Certificate (2.5) Reg. (2.6) Search (8.1) Integrity Checks
\ / (8.2)
f \ Ideqiily Appointment

Management (8.4)

Line / Lobby
Management (8.5)

Calendar (8.6)

Case Management
(8.7)

Business Rules
Management (8.8)

Messaging (1.7)

Filing (1.8)

Payment (1.9)

Other Reporting
(1.10)

Registration (5.1)

Deregistration (5.2)

Appeals (5.3)

Audit (5.4)

Collection (5.5)

Refunds (5.6)

Inquiry (5.7)

Electronic Signature
(1.11)

Certificates (1.12)

Privacy &
Notifications (1.13)

Account
Management (1.14)

Archives (1.15)

Agent Authorization
(1.16)

Inquiries & Support

General Service
Request (1.17)

Online Service
Support (1.18)

Status Inquiry (1.19)

Tax Rulings &
Interpretations
(1.20)

N

/

Targeting & Optimization

Profiling (5.8)

Workload Planning
(Field Ops.) (5.9)

Compliance Case
Selection (5.10)

Escalation &
Reporting (5.11)

Visitation (5.12)

Investigations (5.13)

Case Notes & Action

Workflow

Items (8.9) Management (8.10)
Correspondence Document
(8.11) Management (8.12)

o
p

External Integration & Reporting (6.0)

%
4

Fraud and Lookout
Management (8.13)

Reference Lists
(8.14)

Registration -
Customs (6.1)

Registration -
Business Reg. (6.2)

Revenue
Specification -
Treasury (6.3)

Automatic

International (6.4)

Ad-Hoc
International (6.5)

Domestic Agency
Inquiry (6.6)

Other External Data
Exchange (6.7)

.

Group Management
(8.15)

Knowledge Base &
Policy Management
(8.16)

Help & Training
(8.17)

Workforce
Management (8.18)

J

Corporate (i.e., “Headquarters”) Services (7.0)

Business
Intelligence (8.19)

Risk Analytics (8.20)

Service Desk (7.1)

Email (7.2)

Internet (7.3)

Planning &
Performance (7.4)

Finance &
Budgeting (7.5)

Facilities (7.6)

Transportation (7.7)

Internal Audit (7.8)

Human Resources

Procurement (7.10)

Enterprise Risk

Quality Assurance

(7.9) Management (7.11) (7.12)
Legal & 4 f # 4 2
Asset Management International Affairs Public Affairs & Program / Project Site Security Access Telephony &
(7.13) (7.14) Comm. (7.15) Management (7.16) Controls (7.17) Messaging (7.18)

Collaboration
(Intranet) (8.21)

Controlled Items
Management (8.22)

Archiving & Records
Management (8.23)

Systems & User
Administration
(8.24)

Audit & Logging
(8.25)

Data Exchange
(8.26)

-

/




Investment Planning: : L : :
How to Prioritize Reform Initiatives " Human Capital @ Organization Design @ IT (O Strategy & Operations

High

@ New E-Filing Channel
The three categories of activities...

- Quick Wins

Core Initiatives

Overall Effect

Low

Easy

Difficult Implementation Complexity
12



Digital Tax Administration in Africa



Africa: Channels for Registration

Countries
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Africa: Percent of Returns Filed Electronically

Percent of Overall Returns
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Africa: Channels for Registration

Countries
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Africa: Percent of Electronic Payments (by Value)
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Africa: Use of Advanced Technologies
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What to Know About Al



Al in Tax and Customs Administration

Figure 1. Digital Operations and Al: Fifty Years of Thematic History

Natural Systems 2024+ Al Regulation <:|

Digital Transformation 2020 — 2024 Generative Al
Big Data, Data Warehouses 2010s Machine Learning
Electronic Services 2000s Advanced Analytics
Core Process Automation 1970s — 1990s Expert Systems,

Machine Visioning

Digital Operations Artificial Intelligence

Source: Understanding Artificial Intelligence in Tax and Customs Administration



https://www.imf.org/en/Publications/TNM/Issues/2024/11/21/Understanding-Artificial-Intelligence-in-Tax-and-Customs-Administration-555097

Al is Likely to Become

Ubiquitous in Digital Environments



Remember that Generative Al can
interact in natural lanquage

And this one too?

Risk Reviews of Large Taxpayers...

What if this analyst was
actually an Al bot?

Real examples are emerging
and very impressive

22



Are We Getting Results from Al...?



Al Can Have a Positive Impact...

What We Know

Some leading administrations have measured Al impact

One Example: Australian Taxation Office
» Investigation of Data Leaks (e.g., Panama Papers): AUD $242 million
» Nudging Programs: AUD $142 million

* Estimates from 2022

In the IMF’s work supporting analytics in other administrations, we have
also compared the predictive power of Al and non-Al systems —and, in the
right circumstances, Al is usually more effective.

24



-..But Al Also Presents Real Challenges...

The Most Famous Example?

Kinderopvangtoeslagaffaire (“Dutch childcare benefit affair”)

» Dutch government resigns in January 2021 after wrongfully classifying
35,000 parents as fraudsters

» Over a seven-year period, 2013 to 2020, around 40,000 individuals
were incorrectly requested to reimburse benefits in amounts between

€36,000 and €250,000

25



IMF | Fiscal Affairs

Final Thoughts

26



A Responsibility to Advance Public Interests

Imagine you have $100 for investments in digitization...

Start with fundamentals and proven use cases first...

Three basic scenarios

1. Core operations are still on paper
2. Core operations are mixed paper and digital
5. Core operations are fully digitalized

As core operations are digitalized, more of the $100 can be put
toward innovation in context of compliance strategy

27



IMF | Fiscal Affairs

Thank you!

Dive into the world of tax and customs

with the help of the new IMF portal IMF .org/RevenuePortal

28


https://www.imf.org/RevenuePortal
https://www.imf.org/RevenuePortal
https://www.imf.org/RevenuePortal
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