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v

Revenue administration is a major point of contact between government and the 
people. Good revenue administration thus becomes an important feature of good 

governance. This fact has made policy makers increasingly mindful of the need to promote 
voluntary tax compliance by reducing the costs incurred by taxpayers to comply with their 
tax obligation. Promoting voluntary compliance is achieved through a set of measures that 
includes: (i) a self-assessment system, (ii) a well-designed compliance strategy based on 
risk management, (iii) good taxpayer services to help and educate taxpayers to meet their 
obligations, and (iv) simple and harmonized procedures for collection of diff erent taxes 
and contributions.

In the eff ort to harmonize procedures and minimize the need for citizens to respond to 
multiple agencies, many countries have integrated their revenue administrations, either by 
merging tax and customs administration, or by unifying collection of tax and social security 
contributions, or by both. Their experiences indicate that integrating collection also entails 
modernizing the revenue administration so that the contact between the tax offi  ce and the 
taxpayer is no longer physical but virtual, thanks to the extensive use of information and 
communication technology.

Integration of Revenue Administration: A Comparative Study of International Experience 
provides useful insight into good practices and lessons that might be suitable. The book 
focuses on how to plan and manage integration successfully and avoid the risks of failure. 
By examining four successful country cases in depth, and by reviewing selected themes in 
seven other country cases, the book has drawn a  ention to the need for a strong, visionary, 
and pragmatic leadership; a professional project team with strong skills and dedication; 
consensus building; and public support through eff ective communications. The book 
highlights the importance of understanding that institution building within an integrated 
revenue authority is a long-term goal and requires persistent eff ort even a  er the integration 
is largely accomplished.

We hope that Integration of Revenue Administration: A Comparative Study of International 
Experience will be of interest to policy makers, researchers, and development agencies 
looking for ideas on how to support good governance through harmonization, and that 
it will provide useful lessons and insight into understanding the levels of challenges in 
diff erent situations.

Peter Harrold
Director, Central Europe and the Baltics

The World Bank

Foreword
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C H A P T E R  1

Introduction

Good revenue administration is essential to good government. One reason that it is 
essential is simply because governments need an adequate and sustainable stream of 

revenue. What ma  ers, however, is not just how much revenue is collected or how costly 
it is to collect it, but also exactly how it is collected because tax administration is one of 
the major interfaces between states and their citizens.1 In other words, “good” revenue 
administration is a vital contributor to good government through both collecting revenue 
and serving citizens eff ectively.

Revenue administration reform is therefore o  en launched by the government when 
economic structural changes impose pressure and/or provide opportunity for more 
eff ective revenue collection and be  er revenue services to the citizens. Within the spectrum 
of such revenue tax administration reforms, an emerging trend is the integration of revenue 
collections either by merging tax and customs administration or by unifying collections of 
tax and social security contributions. 

In the past three decades, countries that underwent such integration of revenue 
collections include Argentina, Austria, Bulgaria, Canada, Colombia, Denmark, Hungary, 
Ireland, Latvia, Mexico, the Netherlands, Romania, South Africa, Spain, Sweden, and 
the United Kingdom. Most of these countries achieved their integration goals through 
either improved revenue collection and services, or reduced administration cost, or both. 
(Table 1.1, at the end of this chapter, provides information on the type of integration that 
occurred in these countries.)

According to the OECD (2009), of the 43 countries covered in its latest information series 
on tax administration, 39 have their major direct and indirect taxes collected through a single 
revenue administration body2 and 21 have integrated collection of both social contributions 
and taxes. Some of these countries have had such integrated revenue collections since the 
establishment of their revenue administrations, whereas others pursued integration at a 
later stage.

For example, Canada and the United States have always integrated social security 
contributions with general revenue collections. Traditionally, however, many countries did 
not, particularly those Western European states whose social security systems were well 
developed before modern revenue administrations were in place. A  er Sweden unifi ed the 
administration of its tax and social contribution systems in the 1980s, a number of Central 
and Eastern European countries followed its example (Barrand et al. 2004). No country that 
has integrated revenues in this way has subsequently reverted to a dual system.

The story is not quite so clear with respect to integrating customs and tax 
administrations. Although several countries have taken this step since the 1990s (Table 1.1), 
not all of these experiences worked out well. In many recent mergers between customs and 
tax administrations, non-revenue border services (i.e., the functions of securing the borders 
and facilitating the fl ow of legitimate trade and travel) have been largely kept separate in 
their traditional operating systems.

Recently, both Canada and the United Kingdom took this separation a bit further by 
transferring non-revenue border services out of the integrated revenue agency and into 
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Table 1.1. Administrative Costs/Net Revenue Collections (in percent): An Illustration of the Inherent Limitations of a Conventional 
Quantitative Indicator for Countries Where Integration Took Place and Information Is Available3

 
Type of 
integrationa

Year when 
integration 
initiateda 2001 2002 2003 2004 2005 2006 2007 Trend

OECD Countries

Austriab Customs Before 2003 0.71 0.72 0.91 0.78 0.66 0.65 0.64 Decreasing

Canada Customs 1992 1.08 1.20 1.33 1.17 1.31 1.35 1.22 Unclear

Denmarkb Customs 1990 - - 0.87 0.83 0.74 0.63 0.62 Decreasing

Hungary Contributions 1992 1.23 1.35 na 1.14 0.99 1.11 1.15 Unclear

Ireland Customs 1996 0.90 0.95 0.91 0.86 0.82 0.78 0.79 Decreasing

Mexicoc Customs 1997 na 1.44 1.41 1.29 1.18 1.06 0.95 Decreasing

Netherlands Customs 1987 1.74 1.76 1.39 1.30 1.35 1.15 1.11 Decreasing

Spaind Customs Before 2004 0.81 0.78 0.83 0.82 0.74 0.68 0.65 Decreasing

Swedenb,e Contributions 1983 0.55 0.56 0.57 0.59 0.38 0.39 0.41 Unclear

UKf Customs 2003 1.06 1.11 1.04 0.97 1.10 1.12 1.10 Constant

Non-OECD Countries

Argentinag Customs Before 2005 0.88 0.86 0.85 0.83 1.60 1.62 1.84 Not determinable

Bulgariah Contributions 2000 na 1.37 1.48 1.33 1.17 0.82 0.70 Decreasing

Estonia Contributions 2004 1.03 0.88 0.86 Decreasing

Latvia Customs 1991 - - - - 1.24 1.19 1.31 Unclear

Romania Contributions 2002 na na 0.63 0.72 0.91 Increasing

South Africa Customs 1998 - - 1.21 1.25 1.19 1.21 1.02 Constant

Source: OECD (2009) Table 11 except for Bulgaria, for which the numbers are adopted from Table 3.1 below.
a.  This information is obtained from various government Web sites, Barrand et al. (2004), PLS RAMBOLL (2003), OECD (2004, 2007, 2009), and other offi cial WB documents.
b.  High tax burden.
c.  Steep increase in tax revenues from 2005.
d.  Revenue base includes VAT on imports.
e.  From 2005 on, the cost base excludes EA operations for debt collection.
f.  Data until 2004 refer to direct tax administration. Data from 2005 include revenue and costs of customs.
g.  Revenue and cost base includes customs from 2005.
h.  Ratios signifi cantly impacted by changed tax collection arrangements (e.g., SSCs, which incurred a very low cost to revenue ratio, were transferred in 2006 to the revenue body).
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a newly established border services body. As these actions suggest, integrating tax and 
customs administrations potentially raises somewhat diff erent and apparently more diffi  cult 
questions than does integrating the administration of taxes and social contributions.

It is indeed a fact that non-revenue border services are administrative functions distinct 
from revenue collection. However, these non-revenue border services do have information 
links that are inseparable from revenue collections at borders. Countries may decide 
individually whether to keep the non-revenue border services within the integrated revenue 
body, but cooperation, largely through information sharing, between the revenue and non-
revenue border functions has to be maintained. This issue also depends on the context and 
relevance of customs in a given country. Countries where the land and/or sea borders do 
not pose a signifi cant challenge (e.g., when contiguous countries are largely part of the 
same customs union) may view the border control role of customs as less important.

The key arguments for unifying collections of taxes and social contributions have been 
summarized as the following: commonality of core processes, effi  cient use of resources, 
core competencies of tax and social organizations, and reduction of both government 
administration costs and of taxpayer and contributor compliance costs (Barrand et al. 2004). 
Among those countries with integrated collections of taxes and social contributions, most 
have a separate social security organization devoted only to benefi t distribution.

The rationale for merging tax and customs administrations is generally categorized as: 
(i) perceived synergies with customs operations that are responsible for the collection of 
VAT on imports; (ii) eff orts to obtain economies of scale by combining operational functions 
in revenue collection; and (iii) historical factors associated with the separation of direct and 
indirect tax administration (OECD 2009) that are no longer considered important. In our 
view, the most important reason for merging tax and customs administration is the goal 
of enhancing eff ectiveness through integrated revenue collections and services, because 
such integration not only improves the government’s ability to keep track of taxpayer 
information but also alleviates the compliance burden on business taxpayers.

The principal objective of this study is to investigate international best practices and 
any lessons that might apply in integrating revenue collections. Our focus is on providing 
information on how to plan and manage integration successfully and avoid the risks of 
failure. By revenue collection, we mean the administration of a broad range of statutes on 
collection of direct and indirect taxes and social contributions. By integration, we mean 
integrated management, integrated operational systems (including fi nancial, human 
resources, and information systems), and integrated revenue collection and client services. 
The expected outcome of such integration is administrative harmony and synergy that 
optimizes eff ectiveness and improves effi  ciency in revenue collection and services.

In the context of integrating revenue collections, eff ectiveness refers to the way 
revenue is collected, and the ability to collect revenue and provide be  er client services. 
The pressure for enhancing eff ectiveness o  en comes from outside the revenue body in the 
form of demands from taxpayers for easier compliance and fewer bureaucratic layers in the 
collections process, and a demand from the treasury to obtain more revenue with respect to 
the “theoretical levels” of possible revenue collection.

Effi  ciency refers to the resources spent in collecting each unit of revenue, and incentives 
to increase effi  ciency normally arise from pressure within the government for more cost-
saving measures. The goal of increasing effi  ciency is o  en part of a reform thrust across 
government as a whole. For example, Denmark’s tax-customs merger was the fl agship in 
the government’s campaign to reduce bureaucracy.

The evolution of VAT as the principal tax in many countries over the last few decades 
has given rise to the need for close collaboration between customs and tax administrations. 
O  en the two agencies have li  le incentive to cooperate or share information. Customs 
performance is measured by the import duties and taxes collected. For the tax administration, 
it is important to have a good monitoring system of exports, which gives rise to VAT refund 
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claims. Customs have no incentive to monitor exports because it does not generate revenues 
for them. These diff erences in incentives encourage revenue frauds by tax evaders, which 
has resulted in several governments amalgamating the two agencies under one board or, in 
some cases, moving toward a deeper merger of the two agencies into one.

Achieving either greater eff ectiveness or greater effi  ciency through integration 
invariably requires some level of modernization of revenue administration. At present, a 
modernized revenue agency has at least the following features:

a modern organizational structure that is function based, and not territorial; 
a performance-based management system; 
segmentation by type of revenue payers; 
a high level of specialization for each of the key functions; 
fully automated business processes; 
a single national identifi cation number; 
risk-based compliance and enforcement programs; 
a one-stop service “window” (mostly via the use of call centers) for every client; 
an integrated information technology (IT) system; 
the capacity for speedy coordination among government agencies; and 
skilled and professional staff  acting with fairness, honesty, and transparency. 

It is possible that a country with modernized functions and institutions that run separately 
may not see the need for integration. But those functions and institutions being considered 
for integration, if not all modern as defi ned here, should defi nitely be modernized in the 
integration process. Otherwise, effi  ciency and eff ectiveness as goals of integration will not be 
achieved. It can be said that integration o  en provides the motivation to modernize revenue 
administration, which could otherwise have been delayed. Moreover, modernization can 
be seen as an ongoing process, and hence as an integral part of any revenue administration 
reform that may or may not include integration.

With the above general points, our review of international experiences in planning 
and implementing revenue administration has identifi ed the following nine common 
issues that have to be dealt with to achieve success: leadership, strategic planning, legal 
framework, project design, timetables, budgeting, performance management, staffi  ng, and 
communications.

The remainder of this report is organized under these nine headings. Chapter 2 
provides a brief conceptual discussion of these nine issues, mainly to illuminate the practical 
discussions in the two chapters that follow. In Chapter 3, we consider in some depth four 
successful cases—two (Sweden and Bulgaria) dealing with tax-contribution integration and 
two (Canada and the United Kingdom) dealing with tax-customs integration. Chapter 4 
reviews a broader range of integration cases—four (Denmark, the Netherlands, Colombia 
and Latvia) dealing with tax-customs integration and three (Hungary, Romania and Albania) 
with tax-contributions integration—from which specifi c experiences and/or lessons may be 
drawn. The fi nal section concludes the report with our observations.

Before ge  ing to the main text, however, it should be noted that despite our original 
intentions, in the end we were unable to provide any systematic, quantifi able cost-benefi t 
analysis of revenue system integration. This is because we found it almost impossible to 
disaggregate the cost of revenue integration from the parallel tax administration modernization 
that usually goes with it. For the same reason, it was diffi  cult to quantify what proportion of 
the benefi t in improved collection, improved taxpayer satisfaction, and reduced compliance 
costs fl ow from the integration, as opposed to the modernization, eff ort.

To explain further why we cannot do this, consider Table 1.1, which reports the best 
comparative data on a relatively simple indicator—administrative cost as a percent of net 
revenue collections—for most countries that have recently integrated revenue collections.
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It appears that the cost to revenue ratio has decreased in most of the countries presented 
in Table 1.1, below. However, a general caution is that we do not know how much this 
decreasing trend is related to the economic growth for the same period. More importantly, 
it is far from clear what inferences can be drawn from such data for a cross-country 
comparison, given the many diff erences in the statutory tax and contribution structures and 
administrative se  ings, as well as the lack of any common measurement methodology.

Given the inherent limitation of conventional quantitative indicators, such as the 
cost to revenue ratio presented in Table 1.1, many countries have made major eff orts in 
recent years to develop a new set of qualitative and quantitative indicators to measure the 
eff ectiveness and effi  ciency of revenue administration. As discussed throughout this study 
and illustrated in Tables 3.2 and 4.1, these new indicators aim at measuring improvements 
in eff ectiveness and effi  ciency that are independent of macroeconomic performance and 
changes in the statutory tax structure.

Therefore, although we discuss some quantitative indicators that seem helpful in 
assessing the degree of success achieved in our case study countries, we do not a  empt 
to push quantitative analysis further than these scanty data permit. Hence, our overall 
evaluation is primarily, and inevitably, qualitative.

Notes
1 Quoted from the review and comments by Richard Bird on an earlier draft of this study.
2 One exception is that 18 of these 39 countries administer the collection of excises through customs 
administrations, rather than through the main revenue body (OECD 2009, Table 3). 
3 Caution should be taken when using the cost to revenue ratio to measure the outcome of integration. Refer to 
the text for detailed discussion of this issue.
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C H A P T E R  2

Concept and Issues

In this chapter, we initiate our discussion of the nine common issues identifi ed through 
our review of international experiences in planning and implementing successful 

integration. These nine issues, as introduced in Chapter 1, are the following:

leadership 
strategic planning 
legal framework 
project design 
timetables 
budgeting 
performance management 
staffi  ng 
communications 

Because our review of country cases is far from conclusive, the nine issues identifi ed here 
should not be seen as a foolproof cookbook for integration. Instead, we strive to provide 
ideas and categorize information that may help identify issues facing countries that are 
contemplating integration. Individual countries with diff erent historical, political, and 
economic backgrounds may need to deal with more or fewer issues than those identifi ed 
here. For example, we see leadership as a main issue, but this does not mean that one can 
take lightly the role of middle-rank managers for a smooth integration.

Integrating revenue collection functions and/or institutions is a daunting task. The nine 
issues identifi ed here are all about planning and/or managing the change. The concept of 
change management, one of the key determinants of success of any reform, is therefore 
noteworthy. The objective of change management is to ensure a smooth reform process 
by utilizing proven project management methodology, eff ective decision-making and 
communication strategies, and maximum involvement of all stakeholders.

Our discussion in this chapter is mostly conceptual; more practical discussions on these 
nine issues will follow in the next two chapters. For example, the discussion of leadership 
in this chapter is intended to identify what type of leadership is required for successful 
integration. This discussion will subsequently be enriched in Chapters 3 and 4, where 
various international examples are reviewed.

Leadership

Leadership and a task force are two of the most critical factors to the success of integration. 
Strong leadership means leaders who have strong willpower, and a clear vision and unshaken 
dedication to the task; understand the challenges facing them; possess the management 
skills required for integration; and have full political support from the government.

The task force to implement integration must consist of experienced bureaucrats who 
share the vision and pragmatism of the leaders. This task force must be able to make a 
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strategic plan for integration based on a thorough examination of existing conditions. It 
must be able to identify, prioritize, and deal with integration issues in a timely manner. 
And fi nally, but not less important, this task force must be able to communicate eff ectively 
with all the stakeholders (including employees, professionals from the private sector, other 
government agencies, and taxpayers) to bring them on board for the integration to be 
successful.

It is also desirable to have an advisory commi  ee selected mostly from the private sector 
and representing a broad range of geographic jurisdictions. Such a commi  ee can help the 
task force in making strategic plans, overseeing progress, and assisting in communication 
with private sector stakeholders.

Strategic Planning

Strategic planning starts with a careful examination of existing conditions to ascertain the 
level of readiness for integration. In fact, such a careful assessment of the level of readiness 
for integration is a prerequisite to strategic planning.

Based on this examination, strategic planning focuses on se  ing goals (strategic 
objectives), but it does not try to be overly precise on how to reach these goals. It o  en starts 
with a vision for the integrated agency, related goals or objectives, and strategies that guide 
the project design (see below) to pave the way for achieving these goals. Box 2.1 provides 
a sample statement of the vision and objectives set by the government of a CEE country, as 
part of its strategic plan to create an integrated revenue agency.

The specifi cs during strategic planning may range from concerns regarding the legal 
framework, funding sources and timetables for carrying out projects to issues such as 
technology, infrastructure and communication strategies for achieving the goals. But the 
focus is on the goals as the guiding principles for the integration.

Integration strategies may be planned by stage and prioritized by objective. Our review 
of international experiences indicates that the goal of optimizing eff ectiveness should 
always come fi rst, because without eff ectiveness in revenue collections and services, the 
goal of enhancing effi  ciency may lose its direction or even become counterproductive. An 
integration plan is therefore o  en focused on providing services to clients in its fi rst stages 
and on fi ne-tuning organizational structure subsequently. Of course, there is no clear-

Box 2.1. A Sample Statement of Vision and Objectives for Integration

Vision:
To create a modern revenue agency on a par with similar organizations in other advanced countries, 
responsible for raising revenue for public expenditure, safeguarding society’s welfare, and promoting 
economic growth.

Objectives:
Improved effi ciency 
Improved effectiveness 
Reduced compliance cost 
Simplifi ed and rationalized revenue administration 
A competent workforce as the key asset 
Reduced contact between revenue payers and revenue authorities 
Full use of modern technologies 

Source: World Bank (April 2009).
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cut dividing point between increasing eff ectiveness and effi  ciency, and both are aimed at 
institution building.

Legal Framework

The legal framework that may potentially aff ect integration of revenue collection involves 
mostly the legislation that specifi es the authority and responsibility of the organizations 
or functions to be merged, and that concerning the right to privacy of the community of 
taxpayers and contributors, and hence the legitimacy of information exchange between 
revenue bodies to be merged. In other words, to prepare for integration, the legal framework 
has to specify the governance and accountability of the integrated revenue body; it also has 
to grant the legal right for the integrated revenue body to share taxpayers’ information 
between the government institutions concerned.

When the integration aims at collecting revenue and providing revenue services 
eff ectively, the legal framework also includes regulations in all stages of revenue 
administration and compliance. This means a legal and regulatory framework that defi nes 
the payment base, rates and cycles, design of tax return forms and fi ling procedures, and 
that specifi es rules on enforcement, penalties, and appeals.

An additional dimension of the legal preparation for integration appears at fi rst to be 
unrelated to tax administration. This dimension involves general regulations on technical 
procedures that arise from adopting information technology in general. The question is: 
are these regulations compatible with the intended consequence of modernizing the tax 
administration through integration? For example, if during the process of integration 
online fi ling is promoted as a component of broad revenue administration reform, is there 
any procedural regulation that prohibits the online signatures required for online fi ling of 
tax returns?

Project Designs

If the goal of strategic planning is to identify the objectives and outcomes of integration, then 
the goal of project design is to specify the implementation plans that consist of actionable 
projects or programs for achieving the strategic objectives and targets, by stages and within 
specifi ed timetables.

To optimize administration and service eff ectiveness, implementation projects o  en 
include a single business number; an integrated IT system; one-stop business service centers; 
simplifi cation of tax return forms; and the introduction and promotion of online services 
ranging from registration and fi ling of tax returns to consultations with the public.

To enhance administrative effi  ciency, the fi rst order of business is almost always the 
integration of corporate functions—including HR, IT, and fi nancial management. Other 
equally critical projects include restructuring operations such as consolidating local 
offi  ces—that is, moving from a geographic focus to a functional and specialization focus; 
and integrating revenue administrative procedures ranging from the gathering of taxpayers’ 
information, processing tax returns and payments to auditing and enforcement, all of which 
require having an integrated IT system throughout the integrated revenue body.

Our discussion of this issue in the following chapters directly presents the content of 
implementation projects that serve the purpose of reaching strategic goals and objectives.

Timetables

Timetables are always a combined result of strategic planning, which depends on the 
level of institutional readiness and the objectives for integration, and project design, 
which determines implementation steps for the integration. Accordingly, a comprehensive 
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timetable is o  en set out in time-related phases, such as long-term objectives, medium-term 
outcomes, and short-term tasks. A timetable, once set, should be periodically reviewed to 
keep integration on track on the one hand, and to make any necessary adjustments on the 
other hand.

There is a trade-off  between a precise pinpoint timetable and a fl exible one that allows 
managers to adapt to new circumstances while still remaining focused on the principal goals. 
Our view is that the degree of precision in se  ing timetables should be determined by the 
extent of knowledge of circumstances, and hence by the thoroughness possible in strategic 
planning and project design. A recommendation might be that a strategic timeline should 
be set for higher-level objectives, whereas a precise deadline is set for specifi able tasks of 
which the management possesses full knowledge. Note that allowing for adjustment in 
timetables is not a sign of ineffi  ciency; rather, it may aim at ge  ing be  er results based on 
improved understanding of the reality of integration and the tasks involved.

At the stage of implementation, diff erent approaches may be used in se  ing timetables 
for purposes of risk aversion. Such approaches include piloting and sequencing. 
Theoretically, piloting may be seen as horizontal (i.e., to test and prove the a  ainability of 
a project by scope), and sequencing as vertical (i.e., to approach a goal by level of progress 
secured). In practice, they can be adopted simultaneously, and both approaches have 
proven valuable for solving unexpected problems and fi xing errors in a timely manner.

Budgeting

Budgeting can be done fi rst by program and by integration stage for a calendar year or 
shorter period. The combination of the two will then form the annual budget covering all 
integration programs for the year. Budgets for multiple years can be determined in a similar 
manner.

The above approach to budgeting is straightforward when the funding source for 
integration purposes is not a problem. But when direct funding solely for the purpose of 
integration is very tight, if not entirely unavailable, the concept of indirect cost is worth 
noting.

Indirect cost refers to expenses originally budgeted within each pre-integrated government 
body that are refocused to serve the purpose of integration. For example, a pre-integration 
budget for upgrading the IT system within each of the revenue bodies to be integrated may 
be used to upgrade the IT systems to be used in the integrated revenue body.

Performance Management1

The concept of performance management as a modern management technique has been 
used in many countries for monitoring the integration process. Performance management 
comprises corporate management, performance information and evaluation, performance 
monitoring, performance assessment, and performance reporting. It involves a management 
cycle in which program performance targets and objectives are determined and published; 
managers have fl exibility to achieve these goals; actual performance is measured and 
reported; and this information feeds into decisions about future program design, including 
funding and scheduling.

With a strategic plan that sets clear goals and objectives for integration, the key to 
eff ective performance management is to develop a set of performance indicators that can 
be used to measure the progress of integration in reaching its goals and objectives. This 
information can in turn be fed into plans for advancing integration.

For any public sector reform, performance indicators may be categorized into those 
measuring eff ectiveness and effi  ciency, respectively. For integrating revenue collections, 
indicators for measuring eff ectiveness are o  en related to the level of taxpayer compliance, 
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the quality of revenue services delivered, the level of taxpayer compliance burdens, and 
the level of taxpayer satisfaction with the revenue body. For effi  ciency, performance 
indicators o  en compare actual collection levels with theoretical estimates of possible 
collection levels, and collection costs are measured in either monetary terms or on a full-
time employee (FTE) basis. The caveat in using these measurements for effi  ciency relates 
to their dependence on overall economic performance, changes in statutory tax structures, 
and other institutional arrangements. Perhaps for this reason, some countries (e.g., Canada 
and Ireland) have adopted indicators that fi rst link revenue collections to statistics on 
macroeconomic performance in a proportional fashion and then measure improvement by 
the trend in these proportions. We see this as a major improvement in design of effi  ciency 
indicators. We will present in Chapter 4 a set of our preferred performance indicators 
drawn from various countries.

Staffi ng

Staffi  ng can be most challenging in two cases. First, when staff  displacement is required 
during the course of integration; and second, when integration requires harmonizing two 
distinctive work cultures in the institutions to be merged. Needless to say, integration may 
require higher standards in professional knowledge and working skills for most employees 
retained in the integrated revenue body.

Therefore, staffi  ng in an integration process is likely to require foreseeing and planning 
to empower and train existing employees, relocate and retrain redundant employees, 
bridge diff erent work cultures by encouraging dialogue and dealing with specifi c employee 
concerns, and recruiting new staff . Note that a distinctive work culture is a historical 
phenomenon; thus, creating a harmonized work culture in an integrated revenue body is 
likely to take time and require persistent eff ort.

Communications

Communications on the progress of integration and its consequences in a timely manner, 
both internally and externally, are key to gaining understanding, support, and cooperation 
from employees in the organizations to be integrated and from the public. Eff ective 
communications are critical not only to a smooth integration process in the short run but 
also to institution building in the long run. Eff ective communications are therefore seen as 
one of the major components of change management.

A broad range of communication strategies have proved eff ective. Internally, these 
strategies include newsle  ers, employee surveys, group meetings, and direct dialogue 
between top managers and frontline staff . Externally, they include national campaigns, 
taxpayer surveys, direct discussions with taxpayers by partnering with various business 
or professional associations, themed consultation with targeted groups of taxpayers, and 
creation of advisory boards comprising representatives from the private sector.

In Chapter 3, we will provide a more detailed discussion of these nine issues by 
examining four successful integration cases. We will then revisit these nine issues again in 
Chapter 4, where we examine a broader range of countries that have undergone integration 
of revenue collections.

Note
1 This discussion is largely based on OECD (2009).



11

C H A P T E R  3

Successful Integration: Case Studies

In this chapter, we present and examine four successful integration cases. Although we 
emphasize the fact that “no one size fi ts all,” we try to identify best practice on common 

issues. The four country cases are Sweden and Bulgaria with respect to the integration 
of tax-contribution collections and Canada and the United Kingdom with respect to the 
merger of tax and customs. These cases are presented chronologically—that is, according 
to the date in which integration was initiated.

Our case studies will focus on the planning and the process of integration itself. Each case 
will be introduced with an account of the pre-integration and current status of the organizations, 
from both legal and organizational perspectives, and an assessment of the integration. Then 
the case review will cover the nine issues discussed in Chapter 2. The examination of each 
case will conclude with a summary of the best practice and lessons that are noteworthy for 
countries contemplating integration or for those already planning integration. 

Unifi cation of Tax and Social Contribution Collections

SWEDEN1

Sweden is an example of a modern, eff ective, and fully integrated system for the collection 
of tax and social contributions. The integration of tax and social contribution collections 
was initiated at the beginning of 1983. The tax administration took responsibility for the 
integrated collection of taxes and social contributions on January 1, 1985. To prevent 
burdening the integrated system, it was decided that the newly integrated system would 
be eff ective for all payments from 1985 onwards, whereas the old system would continue 
to apply in collection of all payments due in 1984 and earlier years, until all changes, 
adjustments, and appeals had been handled. Collection of both withholding tax for the 
personal income tax and contributions was assigned to local tax offi  ces.

Initially, the cost of integration was estimated at 55 million Swedish kronor (SEK) 
annually because of the net addition of 212 staff  members. The integration also required a 
one-time investment of 2.5 million SEK for the acquisition of additional IT equipment and 
related training costs. As a result of enhanced eff ectiveness and effi  ciency, however, annual 
revenue collection rose by 466 million SEK. These fi gures are refl ected in a simple cost-
benefi t ratio of 1:8, a signifi cant accomplishment by any standard.

The Swedish Tax Agency (STA) currently collects all taxes and contributions, but its 
responsibility is limited to the collection of voluntary payments up to the stage of issuing 
the fi rst audit notice. Enforced tax and contribution debt collection is the responsibility of a 
separate Enforcement Authority (EA),2 which, until July 2006, had been part of the STA. Both 
the STA and the EA are separate nationwide administrations and are under the authority of 
the Ministry of Finance and the Ministry of Justice, respectively. However, the two agencies 
work closely through IT and administrative support.

Leadership
In early 1983 a legislative commi  ee, a body consisting of lawmakers assisted by experts from 
the agencies involved, was formed to address the issue of integrating collection of taxes and 



12 World Bank Study

contributions. The proposal by this commi  ee led to a bill later that year that was passed by 
the Swedish legislature in early 1984. It was decided that the tax administration alone—that is, 
without the social security administration—would be responsible for the integrated system.

As part of broader public sector reforms, in January 2008 the Swedish Tax Agency (STA) 
became an agency managed by a director-general (DG), who alone is responsible before the 
government for the activities of the STA. The DG is aided by an advisory council that may 
have up to 12 members drawn from other government bodies, academia, business sectors, 
IT consultancy, and the legislature. The task of the council is to provide public oversight 
and give advice to the DG. The council has no decision-making responsibilities. 

Background and Strategic Planning
Before integration took place in 1985, employers and self-employed businessmen paid 
preliminary taxes to the tax administration and preliminary social security contributions 
to the Public Insurance Agency. The payment cycles for both taxes and contributions were 
bimonthly but collected in alternating months. The bases for withholding of personal 
income tax and for contributions were also diff erent and quite complex. It was diffi  cult 
for employers to comply with this dual reporting system, and the annual reconciliation 
between preliminary and fi nal payments became ineff ective, which led to a wide gap 
between preliminary payments and the fi nal obligation to pay contributions. Such a regular 
annual gap not only led to uncertainties regarding the cash fl ow to the government budget, 
but it also imposed an excessive administrative burden on the revenue bodies involved, 
particularly the Public Insurance Agency, because the agencies had to deal with a very large 
number of decisions on further claims or refunds.

Although some of these shortcomings appeared to be resolvable by means of technical 
changes, a fi rst a  empt in 1982 to align the tax and contribution bases for calculation of 
preliminary and fi nal contributions and tax payments proved inadequate.

Concerns were expressed over the diffi  culties in controlling the collection of 
contributions, and many cases of fraud and evasion were off ered as evidence of a system 
that was not working well. One important obstacle for eff ective control was the fact that 
information was not allowed to be shared between the agencies involved. Another reason 
for reform was the perceived ineffi  ciency of the system: two agencies were handling the 
same revenue base in parallel, leading to an unnecessary duplication of eff ort.

There was a political consensus regarding the need to reduce compliance costs and 
administration costs by means of computerization, simplifi cation, and straightforward 
increased effi  ciency. This was the climate that made reforms such as integrating collection of 
taxes and contributions possible in 1985. Reform continued a  er integration, as illustrated 
by the introduction of a simplifi ed tax return for the majority of personal income tax payers 
in 1987.

Legal Framework
There were no noticeable issues related to the legal framework when the Swedish integration 
occurred in the mid-1980s.

Implementation Projects
Although there is no defi nite information on project design, our review of various sources 
revealed three major implementing eff orts that facilitated swi   integration.

First, the contribution scheme was harmonized with the personal tax structure so as 
to simplify calculation of payments. This step included a number of policy harmonization 
measures, such as unifying the wage base for various taxes and contribution schemes, and 
removing complex calculation rules for determining contributions.

Second, payment procedures were simplifi ed for both taxes and contributions. 
This step included adoption of a single reporting document for withholding payment 
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of contributions as well as personal income tax (and for paying VAT) using a common 
personal identity number, unifying the payment cycles and changing them from bimonthly 
to monthly. In addition, payment was made through the banking system, which in turn 
provided payment information to the STA electronically. Return forms are processed and 
fi led, and annual checks are made from the employees’ returns against the data submi  ed 
by employers. The STA undertakes more in-depth audits on annual returns if warranted.

And fi nally, modern management techniques and facilities are used. With a well-
established risk management system and automated selection for audit, the STA has 
developed a computerized selection system (PUMA) for audits. The quality of audits has 
improved considerably, owing partly to the fact that reported information is now more 
timely.

These changes provided considerable relief for the business community in the form 
of reduced compliance costs. The use of a single tax account for every taxpayer has also 
facilitated the introduction of a highly automated process.

Timetables
Implementation of the reform was very swi  , compared to the experience of other countries 
reviewed in this report. The reform worked well from the start. There might be three main 
reasons for this. First, calculation rules were simplifi ed and the bases aligned in the process 
of integration. Second, the tax administration was able to smoothly absorb the responsibility 
for collecting social contributions because the procedures and approaches for collecting 
contributions were similar to those being used by the tax administration. And fi nally, 
perhaps the key contributor to swi   integration was the fact that the tax administration 
was accustomed to the handling en masse of information and enjoyed modern IT support. 
Our impression is that the duration of the integration, including its preparation, took about 
two years.

Budgeting3

The budget was largely infl uenced by the number of additional staff  members required. It 
was initially planned to add 350 full-time equivalent employees (FTE), but the net addition 
in the end was of 212 FTE for an estimated annual cost of 55 million SEK, which was more 
than off set by the increased annual revenue collection of 466 million SEK.

The one-time investment in additional IT equipment and related training costs was 
estimated to cost 2.5 million SEK.

Performance Management
At present, STA manages its performance in four main steps: it develops an annual or 
multiyear business plan, prepares an annual performance report, develops service delivery 
standards, and surveys taxpayers’ views of service delivery. The results of taxpayer surveys 
are used as inputs in developing future business plans.

Staffi  ng
The vast majority of staff  members charged with collection within the Public Insurance 
Agency was promptly hired by the tax administration. This contributed to successful 
implementation and to minimal institutional resistance to the reform.

Although the reform was implemented very smoothly, some problems were identifi ed, 
such as a diff erence in a  itudes and cultures between tax offi  cers and contributions offi  cers. 
The la  er were more focused on details, usually because of concerns about the possible 
impact of the contributions on individual benefi ts. Tax people, on the other hand, tend 
to view taxes as one big bag of money used for the benefi t of all. The new staff  members 
initially had diffi  culties with the concept of self-assessment. All these problems faded away 
as time passed and as staff  members gradually got used to performing integrated tasks.
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The very positive response from the business community to the reform also greatly 
helped the integration of new staff  members into the tax administration. Businessmen 
clearly felt that they had been be  ing on a winning horse.

Concluding Remarks
The integration of tax and contribution collections off ered business taxpayers the possibility 
of registering for withholding, contributions, and VAT in a single document and reporting 
payments of these monthly obligations in another single document (the tax declaration). 
They could use payroll records to fi ll out the document, and they had one point of contact 
with the tax administration for almost all tax and contribution issues. The rules in respect 
of late or inadequate payments, non-fi ling or late fi ling were identical for all taxes and 
contributions. In addition, audits were performed in an integrated way, so that reducing 
the number of audits also reduced the time spent by taxpayers in dealing with the tax 
administration. All of this contributed to a considerable reduction of compliance costs and 
to helping establish a partnership bond between business and the tax administration in 
revenue collections.

BULGARIA4

Bulgarian integration of tax and social contribution collections was formally initiated in 
mid-2000s, when a concept paper on the subject was approved by the Council of Ministers. 
In November 2002, legislation was enacted to establish the National Revenue Agency 
(NRA), which is responsible for collecting both domestic taxes and social contributions. 
A  er three years of detailed preparation, the NRA started operations on January 1, 2006. 
This marked the beginning of the integration of the former General Tax Directorate (GTD) 
and the collection function previously performed by the National Social Security Institute 
(NSSI).5 Subsequently, the network of fi eld offi  ces was reduced from 416 regional and 
local offi  ces to 28 regional offi  ces and a large taxpayers unit (LTU). In the meantime, 
the collection of contributions and fees was decentralized to local tax offi  ces a  er the 
integration. This change was thus aligned with the practice of collecting withholding 
tax for the personal income tax, which had originally been decentralized to the local tax 
offi  ce level.

The newly established National Revenue Agency and the fi ve-year Revenue 
Administration Reform Project have promoted signifi cant improvements in tax policy and 
administration in Bulgaria, making the country the top reformer in tax systems in 2006–07, 
out of 178 economies surveyed in the World Bank report Doing Business 2008. This was a 
combined result of the reduction of tax and social security burdens and simplifi cation of the 
process of paying taxes. Improved revenue collection paved the way for tax reduction. The 
corporate income tax rate was reduced from 15 to 10 percent in 2007 and social contribution 
rates were cut by 7 percent in 2006–07. Bulgaria is now one of the leaders in the EU in 
terms of lowering the tax burden on business. and it has one of the lowest total tax rates on 
business (37 percent) in the EU.

Revenue administration reforms by the NRA continue to the present day.

Leadership
The Ministry of Finance (MOF) provided leadership throughout the integration process. 
As early as 2000, the minister of fi nance proposed the creation of a new NRA. When the 
project languished owing to insuffi  cient funding, the newly appointed minister moved 
quickly to get the government to make key decisions in the middle of 2001. Two early 
accomplishments were the passage of the National Revenue Agency (NRA) Act in 2002 
and the receipt of a grant from the World Bank to fund preparation of the Unifi ed Revenue 
Agency (URA) Project proposed at the time. A  er securing a World Bank loan in early 2003, 
the MOF launched a fi ve-year Revenue Administration Reform (RAR) Project, of which 
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integration through creation of the NRA was the major component. Technical assistance 
from the World Bank and the IMF were enlisted to help design the RAR Project.

The initial task force was formed in March 2000 and was chaired by the deputy minister 
of fi nance. The team was comprised of representatives of the GTD, the NSSI and the 
NHIF, and its activities were managed as a joint agency eff ort by a unifi ed revenue agency 
commission. A GTD deputy director was appointed as the team leader. An IT directors’ 
board with GTD and NSSI representation was also established.

With passage of the NRA Act and the launch of the RAR Project, integration took on new 
proportions. The NRA Act gave the new agency authority to implement the RAR Project, 
and in order to deal with a much more complex range of activities and issues, the task force 
grew to over 90 staff  members. A more formalized approach to project governance was also 
adopted, including the hiring of expert project managers. 

Background and Strategic Planning
Prior to the establishment of the NRA, the GTD was responsible for collecting domestic 
taxes and the NSSI for collecting social contributions, including transferring collections to 
private pension funds and the National Health Fund (NHF).

In the course of transition to a market economy, and in reformulating the role 
of government, Bulgaria confronted mounting evidence that its revenue collection 
administration needed a major institutional overhaul to enable it to mobilize revenues 
eff ectively and effi  ciently, as well as to satisfy provisions for accession to the European 
Union. Reviews of the existing collection agencies revealed that the GTD had fallen far 
behind best practice in processes, procedures, systems, and technology. It was therefore 
considered too risky to a  empt to use the GTD as a base for integration. The idea of creating 
the new NRA emerged in 1999, and it was debated within the government and subsequently 
accepted by the la  er in 2000.

Strategic planning took three years. The fi rst step in the process was the use of 
external technical assistance to design a Unifi ed Revenue Agency Project, which later 
became the more comprehensive Revenue Administrative Reform (RAR) Project. 
During this fi rst stage of preparation four design activities were carried out: a study 
of taxpayer compliance and law enforcement; development of integrated system 
architecture; a human resource management strategy; and project design and project 
proposal documentation.

The result of this initial preparation was a detailed plan for the fi ve-year RAR Project, 
which was launched in September 2003 and set the following seven objectives for a 
comprehensive reform in revenue administration:

maximizing community voluntary compliance; 
promoting eff ectiveness and effi  ciency; 
establishing a professional workforce; 
reducing the potential for corruption; 
improving equity and fairness; 
reducing taxpayer compliance burdens; and 
fostering economic growth. 

Legal Framework
In giving the newly created NRA responsibility for all components of the RAR Project, the 
NRA Act helped remove diffi  culties in coordinating GTD and NSSI modernization eff orts. 
To protect the interests of the NSSI and the NHF, the law provided for a NRA advisory 
board that included the heads of both agencies.

As integration progressed, it became clear that signifi cant changes to substantive tax 
and social security laws were needed to align legal defi nitions, calculation bases, taxpayer/
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contributor obligations and rights, and penalty regimes. An overhaul of enforcement 
powers and other administrative provisions was also necessary.

To the surprise of the leadership at both the NRA and the MOF, the ensuing legislative 
program proved to be far bigger and more complex than originally anticipated. This was 
mainly because of strong resistance from entrenched interest groups. Eventually, a greater 
and persistent eff ort, including direct input from international advisors, was required to 
pass the new laws, most particularly in coordination with agencies and ministries and with 
the legislative body.

Implementation Projects
The integration has been clearly aimed at ge  ing increases in revenue collection and 
effi  ciency and quality of revenue service, thereby facilitating private-sector development.

Among the aforementioned seven objectives of the RAR Project, the most directly 
related to the integration process are the following: promoting eff ectiveness and effi  ciency, 
reducing taxpayer compliance burden, and establishing a professional workforce. To serve 
these and other objectives, the RAR Project was divided into six components, of which the 
following are important for our study: 

(i) policy support;
(ii) increasing operational effi  ciency; 
(iii) organization and management (see the Staffi  ng section below); and
(iv) outreach and participation (see the Communication section).

Policy Support The immediate goal of this project was to provide policy support for the 
integration and reform in two areas: policy reviews (including compliance and revenue 
estimation studies) and provision of the necessary legal framework. The former directly 
helped management design and implemented policies that led to increased eff ectiveness 
of revenue administration. The la  er has contributed to improved compliance and be  er 
eff ectiveness of the appeals and audit processes. As a result, all program design decisions 
were underpinned by analytical information and formal analysis.

The long-term outcome of this policy support project is that the NRA now possesses an 
analytical capacity that will continue to inform management on ways to enhance voluntary 
compliance, improve revenue performance, and increase the effi  ciency and eff ectiveness of 
revenue administration. In general, building such analytical capacity within government has 
proven a success in improving the quality of government planning and policy formulation.6

For example, a set of performance indicators (Table 3.1) developed under the RAR 
Project has been maintained and has helped adjust policies and actions to strengthen 
performance. The information is further broken into geographical and economic sector 
dimensions, thus allowing management to pinpoint distortions that need a  ention as 
part of the annual compliance improvement plan (and hence also the audit plan). Since 
2006, the NRA has published an annual report on the agency’s activities and performance 
with the objective of improving transparency and accountability to taxpayers. Methods 
and procedures used to collect information, including through client surveys, have been 
integrated into NRA’s activities and become a fundamental component of policy decisions 
at the NRA.

Increasing Operational Effi  ciency Management set several design principles for increasing 
operational effi  ciency. Integration required

a single national database comprising taxpayer and contributor information, with  
a single, accurate, and reliable identifi er (the Bulstar number);
a simple registration system requiring only one visit to the agency; 
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a single account for each taxpayer and contributor; 
as far as possible, integrated work processes and systems for taxes and contributions  
including registration, processing, collection, taxpayer service, audit, and 
appeals;
simplifi ed forms and declarations, including electronic fi ling; 
joint audit activities for taxes and contributions; 
speedy cash and information fl ows between the NRA and related funds; and 
online access by the NSSI to information and data for the purposes of administering  
the social benefi ts system.

Following these principles, management adopted modern, effi  cient, and eff ective application 
so  ware: the Revenue Management System (RMS) and integrated IT infrastructure. The 
success in implementing such a modern IT system is a  ributable to the use of external 
know-how and a professional contractor. However, owing to an initial misstep in acquiring 
incompatible so  ware before choosing the RMS, the whole process took three and a half 
years: one and a half years longer than originally planned. The majority of the RMS modules 
are now operating independently, with no parallel use of the old information system. The 
new system has met the NRA’s expectation in managing revenue and agency operations, 
and in supporting electronic interaction with taxpayers. Its success is clearly refl ected in 
performance indicators. For example, late fi ling of declarations has been substantially 
reduced from a baseline of 3.3 percent for taxes and 13.6 percent for social contributions 
to a recent level of 0.6 percent. This performance places Bulgaria on a par with the best EU 
revenue administrations.

Timetables
A  er the concept paper on integration was approved in June 2000, it was envisaged that 
the reform process would involve implementation in manageable stages over several years. 
The paper proposed a two-phase approach. The initial phase enabled the GTD and the 
NSSI to engage in joint activities, such as working toward harmonizing the income bases 
of social insurance contributions and the personal income tax (PIT), developing a single 
statutory defi nition of labor income, and conducting joint audits of taxes and compulsory 
contributions withheld at source. The second phase involved implementing a comprehensive 
modernization program that would create the entirely newly unifi ed institution.

Table 3.1. Selected Key Performance Indicators, Bulgaria, 2002–07*

 
Baseline 

2002 2003 2004 2005 2006 2007

Project 
Target 
2009

Revenues, % of GDP 18.6 20.1 22.3 22.7 21.2 24.7 n/a

Social & health contributions, % of GDP  9.5 10.7 10.2  9.9  7.4  7.6 n/a

Revenue collected to revenue target, % 99.0 107.4 113.6 111.1 115.3 110.0 n/a

SHC revenue collected to revenue target, % 96.1 100.0 101.5 101.9 106.9 108.8 n/a

Cost of collection, % of revenues 1.37 1.48 1.33 1.17 0.82 0.70 0.80

Revenues to revenue staff, thousand 977 1118 1288 1579 2004 2705 1460

Tax audit adjustments/number of audits, % 57.1 58.3 61.8 64.5 65.1 73.6 65.0

Amount of tax arrears, % of revenues 25.5 25.1 19.6 18.0 13.8 10.9 14.6

Tax declarations fi led electronically 35.2 44.5 47.7 43.7 47.2 50.9 89

*Duplicated from World Bank (2008), Table 4.1, for which the original source is NRA.
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The implementation phase was marked by the launch of the Revenue Administration 
Reform (RAR) Project in September 2003, and it was scheduled to be completed in June 
2009. The National Revenue Agency (NRA) became fully operational in January 2006.

Budgeting
The total cost of the RAR Project, of which integration is a key element, is over €32.1 million, 
of which roughly €200,000 consisted of a grant for preparing and designing the integration 
project, and €31.9 million was a loan for implementing integration and a comprehensive 
reform of revenue administration.

Performance Management 
The establishment of the NRA and the RAR Project has been marked by close adherence 
to the strategic plan, which is reviewed and adjusted annually. A noteworthy feature of 
the RAR Project has been the development of a set of annual performance indicators and 
their use to measure progress in a  aining eff ectiveness and effi  ciency. This might not be an 
unusual task in developed countries, in which analytical capacity has long been available 
within revenue agencies. But in Bulgaria, this use of performance indicators introduced a 
new concept into management of large-scale projects: it marked a signifi cant advance in the 
modernization of performance management.

Staffi  ng
One of the main components of the RAR Project is organization and management. The 
activities undertaken in this component have helped build capacity within the NRA to 
adapt to changing organizational circumstances and provide structural, organizational, 
and capacity-building responses to external and internal change requirements in a timely 
and coordinated manner.

Staffi  ng is a responsibility of the Human Resources Management (HRM) Directorate. 
Before the NRA began operation, a recruitment strategy (see below) was put in place to 
select NRA staff , with the old GTD and the NSSI being the most important sources of 
experienced staff .

Prior to the establishment of the NRA, retraining and placement services were in place 
for about two years to fi nd opportunities for staff  members who either chose not to apply 
or were not selected for the NRA. More commonly, these employees found jobs with local 
governments and private companies.

Overall, the NRA has endeavored to create human resource management conditions 
aimed at developing a workforce that is professional, and has modern skills and a high 
level of probity. This has been a daunting task for the NRA, particularly because the law 
requires the NRA to pay its staff  members only public-sector salaries. As a result, it has not 
been able to compete in fi nancial terms with the private sector for talent. The HRM therefore 
developed a highly skilled staff  a  raction strategy in two parts: fi rst, by using psychological 
profi les at the time of recruitment to select civil-service–minded staff  from the pool of GTD 
and NSSI employees; and second, by concentrating on providing non-fi nancial incentives—
such as training opportunities, travel abroad, job certainty, good and fair career development 
opportunities (including access to management positions, a recognition program that publicly 
recognizes high-performance staff , public relations campaigns that try to raise the stature of 
NRA staff  in the community, and the like). This strategy appears to be working, as recent staff  
turnover ratios are under control, although diffi  culty in hiring continues in the case of some 
employee categories, particularly lawyers and IT staff .

Communications
The NRA has employed various strategies to improve staff  communication and to raise 
awareness and utilization of NRA services in taxpayer communities. The principal activities 
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for strengthening internal communications include periodic employee a  itude surveys 
and direct interaction between top management and staff . For example, when an employee 
a  itude survey identifi ed salary and career development as the two most important 
preoccupations of staff , these issues were addressed in the NRA strategic plan. The NRA 
executive director also visits territorial directorates regularly to interact with staff . This has 
proven important to boost morale and to keep staff  informed in a direct feedback loop with 
management.

Outside the NRA, national campaigns have been used to help taxpayers and contributors 
pay their tax and social contributions electronically, to raise further awareness about the 
NRA services call center, and to promote the use of generally available e-services. The NRA 
has also implemented a number of measures to improve transparency and uniformity in 
application of the law. All laws, regulations, practices, and instructions used by the NRA 
have been made available to taxpayers (via an intranet and the Internet). In addition, internal 
tax manuals dealing with the VAT, CIT, and PIT have been made available to the public. 
This promotes a high level of transparency and uniformity of understanding between the 
NRA and its clients. It also leads to a substantial reduction in the number of taxpayers who 
go to tax offi  ces for consultations.

To assist in the design of the next round of optimization, the NRA created a consultative 
council representing businesses, trade unions, the accounting and auditing professions, 
and NGOs. The consultative council convenes every two months to advise top NRA 
management on key reform initiatives and make proposals for streamlining and simplifying 
procedures.

Concluding Remarks
The success of Bulgarian integration of tax and social contribution collections can be 
a  ributed to sustained political support, strong leadership, detailed preparation for reform, 
and a step-by-step reform management. The detailed preparation included developing the 
NRA concept, passing the NRA Act, appointing an implementation team, securing funding, 
and designing the implementation plan. The complete process has taken place over a nine-
year period.

One of the snags in the Bulgarian integration has arisen because of the coordination 
and cooperation between the revenue agency and other government organizations. For 
example, despite a system of incentives put in place by the NRA, electronic fi ling has not 
progressed as anticipated. This is in part because of constraints imposed by the electronic 
signature law, which is hindering the adoption of electronic fi ling by individuals.

Another lesson from the Bulgarian experience is the importance of selecting the right 
set of IT so  ware. Despite clear principles that were set to guide the selection of suitable 
so  ware, the initial misstep in picking up incompatible so  ware delayed the full operation 
of the integrated IT system by one and half years! This was a high price to pay in for a 
mistake in the process of integration.

Merger of Tax and Customs Administrations

CANADA7

The Canadian merger of tax and customs administrations was initiated in 1992 with 
the appointment of a single deputy minister to lead the Department of Customs and the 
Department of Excise and Taxation as one department, called Revenue Canada (RC). The 
administrative consolidation, however, only began two years later, when the law was 
amended to allow such consolidation. A new regional structure was implemented in July 
1994, combining the 23 parallel regions of Customs, Excise, and Taxation into six consolidated 
regions. The organization headquarters was also consolidated into six restructured program 
branches and six corporate branches from the previous parallel hierarchies under the old 
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two-department structure. The integration proceeded until November 1, 1999, when the 
Canada Customs and Revenue Agency (CCRA) was formally established, pursuant to the 
Canada Customs and Revenue Agency Act. It took fi ve years to transform the CCRA from 
a department to a semi-autonomous agency. At the end of 2003, a  er its customs branch 
was transformed into the newly formed Canada Border Services Agency, the new Canadian 
Revenue Agency (CRA) was fi nally mandated as the agency of the taxing statutes, with no 
responsibility for border services.

We therefore take the period of 1992–99 as the eff ective period for the integration. 
Despite several name changes, and for descriptive convenience, in this study we will use 
the name Revenue Canada, or the Department, for the 1992–99 period, and CRA, or the 
Agency, for the years a  er 1999.

The Canadian integration of revenue collections, previously administered under tax 
administration and customs, respectively, was a success. It was estimated that, as a result of 
the integration, C$62 million had been saved in annual administrative costs.8

Leadership and Taskforce
The initial leadership for the integration consisted of four layers: a deputy minister 
appointed to bring together the two departments that were formerly under two respective 
deputy ministers; a special commi  ee formed by the senior managers (herea  er senior 
management), initially from headquarters and later joined by those from the consolidated 
regional offi  ces, to make integration a priority and to work together to decide on and 
deal with signifi cant consolidation issues; a secretariat that ran day-to-day aff airs and 
coordinated and monitored progress for the special commi  ee; and a project team that 
conducted the detailed work necessary to consolidate the Department.

Following the mandate of the CCRA Act (1999), a unique governance regime was 
established within the CRA, and it continues to the present. It consists of three bodies: a 
minister of national revenue, with full responsibility for administration by the Agency of 
tax and benefi t legislation; a board of management, with members from the private sector 
(except for the commissioner’s position) and nominated largely by the provinces9 to oversee 
its organization and management; and a commissioner who is the chief executive offi  cer. 
The commissioner is accountable to the minister for the administration of the program 
legislation, and to the board for the administration of the human resource, fi nancial, and 
administrative authorities. Such a governance regime provides authority, accountability, 
and a bond to all stakeholders, including the private sector and subnational (that is, 
territorial) governments.

Background and Strategic Planning
Before the merger, the tax administration had long been collecting federal income taxes 
as well as provincial income taxes on behalf of nine out of the ten provinces. The customs 
administration, under its national headquarters, ran two separate operational systems at 
the regional level: one dealt with the customs inspection service and the other with excise, 
trade, and value-added tax activities.

The main motives for merging the tax and customs administration in the mid-1990s arose 
from external and internal pressures: (i) the public was demanding open, fair, accountable, 
and productive government, placing more emphasis on individual values and rights; (ii) 
technological change was accelerating, making an interconnected, integrated, electronic-
based revenue department not only possible but expected; (iii) government budgetary 
constraints placed a premium on reducing redundancy in provision of government services; 
and (iv) the recently introduced Goods and Services Tax (GST) (Canada’s VAT) replaced the 
historical manufacturing tax administered by customs and produced both the opportunity 
and pressure to streamline tax administration and reduce compliance costs for the business 
sector.
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Senior management envisioned that an integrated revenue agency would conduct 
business in new ways and treat clients as clients of the new single entity rather than of its 
two antecedents. It also saw the potential for improved service for clients through greater 
use of technology and through access to all programs by single windows.

There have been three clearly identifi ed objectives throughout the integration and 
transformation of the Canada Revenue Agency (CRA). They are:

to provide be  er service to Canadians; 
to produce a more effi  cient and eff ective organization; and 
to establish a closer partnership with the provinces and territories (Canada’s  
subnational governments).

With its vision and the above objectives announced both internally and externally, senior 
management viewed the strategic planning for the new agency as an iterative process. 
Detailed objectives and guiding principles were developed for the consolidation process. 
Senior management shared these principles with managers across the Department and, in 
due course, designed over 50 concrete projects to achieve the objectives of integration. For 
each project, senior management defi ned a framework and assigned a manager.

Legal Framework
Prior to integration, two departments were created under the Department of National 
Revenue Act (1927). This legislation did not permit administrative consolidation until it 
was amended on May 12, 1994. Amending this dated act delayed administrative integration 
by almost two years.

The CCRA Act of 1999 provided a mandate to transform what is now CRA from being a 
government department into an agency with greater administrative fl exibility to innovate and 
to staff  so as to provide be  er services and collect revenue more eff ectively and at a lower cost.

Implementation Project
Some of the more than 50 projects designed and implemented over the course of integration 
aimed at making changes at the corporate level (e.g., revising the departmental mission 
statement, designing an organizational structure, and defi ning a human resource strategy), 
whereas others were related to specifi c activities (e.g., se  ing up single access points for 
client inquiries and integrating accounting). Ongoing initiatives (e.g., the introduction of 
the single business number) were added to this framework.

Two of the most eye-catching projects for eff ectiveness- and/or effi  ciency-enhancement 
were: (i) creation of a single business number for every business taxpayer, which facilitated 
the consolidation of the agency’s registration and information resources; and (ii) opening of 
business window service sites, which entailed the consolidation of human resources from 
diff erent work cultures.

The Single Business Number Adopting a single business number for tax administration 
and compliance was a fresh concept in the early 1990s, when Canadian businesses had to 
register separately for four of Revenue Canada’s lines of business (payroll deductions, GST, 
corporate taxes, and import/export duties). It was envisaged that the single business number 
would reduce the paperwork and time spent by business people supplying the information 
and by the federal employees who collected and used it. Accordingly, implementing a single 
business number for every business taxpayer was considered a critical project in order for 
Revenue Canada to provide be  er services to Canadians and become a more eff ective and 
effi  cient organization.

Implementing the business number system was a large and complex project. It was the 
fi rst to involve the four major business tax programs, which means it had to incorporate 
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new technologies to link the business number system with existing programs. Moreover, it 
had to be designed to be fl exible enough to allow new programs to be added later. Owing to 
the magnitude of the changes that the business number project would bring, it was decided 
to break the project into smaller, more manageable pieces: an initial eight-city pilot phase, 
national implementation, and further expansion and enhancements. Lessons learned from 
the earlier phases were used to revise approaches to later phases so that major problems 
could be averted.

The implementation dates were also phased in across Canada to ensure a smooth 
transition to the new arrangements. This allowed headquarters staff  to be available in all of 
the fi eld offi  ces when each of the la  er came online. This phased approach was successful 
in bringing together, in a tight timeframe, four very diff erent programs, each of which used 
diff erent technologies and database structures and had diff erent staff  cultures.

To deal with technical complexity, senior management established two separate project 
teams: the user project team and the information technology (IT) project team, both led by 
experienced project managers. The IT project team was result oriented and had the advice 
of experts assigned to review the project. There were regular commi  ee meetings of both 
project teams, chaired by senior management, so issues tended to be resolved between 
meeting dates.

The single business number project turned out to be a huge success. It facilitated the 
integration of data collection and accounting systems, and the project of providing a single 
window for services (see below). It also eased information sharing among government 
departments, subject to legal constraints on such sharing of information. The la  er, in turn, 
improved cooperation between federal and provincial governments in revenue collection 
and other lines of government business.

The Business Window The business window provides businesses with one point of contact 
for dealing with Revenue Canada, either over the counter, by telephone, or in writing. The 
business window concept, along with the business number, provided a foundation for 
be  er, faster, and more effi  cient service to business. It also covers Revenue Canada’s four 
main lines of business services: payroll deductions, the GST, corporate income tax (CIT), 
and import/export duties.

The business window was piloted along with the business number and then phased in 
by region across the country.

A national plan and a plan for each business window location were developed, 
covering all aspects of installing and operating the window. The national project team was 
in regular contact with staff  and stakeholders throughout the country. The plans and project 
details were managed and monitored through regular contacts and meetings and mostly 
implemented on time.

Teams were set up in each of the six regions, and every local offi  ce had an implementation 
team. The level of staff  involvement in implementation varied from offi  ce to offi  ce, 
depending on how each team was set up.

Signifi cant eff orts were made to inform clients and other stakeholders by means 
of national mail-outs and consultations. In addition, there were regional and local 
consultations with business and professional associations. Feedback was also obtained 
through a stakeholder survey and by use of client comment cards.

The business window has improved access to services so that clients can now obtain 
all information and services at one location. During the initial stage of implementation, 
however, the project was unable to maintain the existing level, grade, and quality of 
telephone services,10 which were provided previously through four separate tax programs 
(payroll, GST, CIT, and import/export duties). The initial dissatisfactory outcome might be 
a  ributed to a weakness in planning, which did not set a clear standard for phone services, 
and to staff  training, which was inadequate in helping staff  in the transition from delivering 
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a single tax service to handling issues concerning multiple taxes. This problem was solved 
later by adopting various measures. These measures included installing an automated voice 
response system and providing more comprehensive training to business window staff .

The other major challenge faced by this project was in staffi  ng, particularly with 
respect to the integration of work cultures from formerly separate departments. This issue 
is discussed below in the Staffi  ng section.

Timetables
Strategically, management did not set a fi nal deadline for administrative consolidation. It said 
it wanted to take the time to do it right. It sensed that some areas could be consolidated quickly, 
whereas others would require extensive modifi cation, so that their consolidation would 
take years to complete. As mentioned above and below, however, the process of integration 
was periodically reviewed, and internal and external communications kept all stakeholders 
informed about the current stage of integration so that they could act accordingly.

On implementation projects, timetables are set with greater precision. As reviewed 
earlier, each project was planned in concrete steps and implemented by piloting and/or 
phasing in approaches to ensure its success.

Budgeting
Although no specifi c data are available about the cost of the budget for integration in the 
Canadian case, it is clear that additional budget funding for integration was very limited—
if there was any at all. This is because mounting federal government defi cits in the 1990s 
resulted in pressure on all government departments to cut budgets. At the same time, the 
government had given Revenue Canada new measures to implement. Although every 
government department was asked to scrutinize its programs and discontinue unnecessary 
expenditures, no programs at Revenue Canada were dropped in this cost-cu  ing exercise. 
The Department had to go through a reengineering of its major operations to help meet 
the budget reductions that were imposed. These factors severely limited the human and 
fi nancial resources that could be allocated to consolidation projects.

Under this extremely tight budget situation, Revenue Canada funded the 
aforementioned single business number project—which cost C$54.4 million—internally as 
a strategic investment. It also funded the business window project almost exclusively with 
existing resources. In the end, however, these investments helped Revenue Canada reap 
huge fi nancial benefi ts through integration: it was estimated that C$62 million had been 
saved in annual administrative costs.11

Performance Management
Performance management was carried out through performance budgeting, evaluation, 
and reporting. In order to provide managers with a comprehensive set of service, quality, 
and compliance measures to assist them in tracking progress against program expectations, 
Revenue Canada established a national commi  ee with the goal of developing new 
performance indicators for the Revenue Collections program. Our review of annual reports 
published by the former Revenue Canada and current Canada Revenue Agency over the 
period 1997–2004 reveals steady progress in making this set of indicators more appropriate 
for the Agency’s performance and more meaningful to its stakeholders.

Table 3.2 presents CRA’s current set of performance indicators related to revenue 
collections and services. They are sensible in terms of their intended isolation from 
macroeconomic fl uctuations and their focus on the trend in performance.

Staffi  ng
Administrative consolidation brought together the 14,000 full-time equivalent (FTE)
personnel in Customs and Excise (9,000 FTE in Customs and 5,000 in Excise) and the 
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25,000 FTE in Taxation. Customs and Taxation were long-standing programs but GST, 
the largest component of the Excise program, was introduced only in 1990. Integrating 
revenue collection involved mainly merging the Taxation and Excise programs. The 
two organizations had diff erent histories, organization structures, computer systems, 
compliance policies, and levels of authority. All of these factors contributed to diffi  culties in 
establishing a harmonized work culture and organizational capacity through integration.

The implementation of the business window, which involved combining staff  from 
Excise and Taxation, provides a good case study on this subject.

The Department made some eff ort to deal with these cultural diff erences. It established a 
support network of change counselors across the country to assist managers and employees, 
including those in the business window, in understanding and coping with changes in the 
organization. In addition, several regional work teams held sessions on team building and 
resolution of confl icts. Individual offi  ces also took a variety of steps to deal with cultural 
diff erences. For example, at least one offi  ce had staff  from the former two departments get 
together to discuss and become familiar with each other’s cultural diff erences.

Despite these eff orts, employees in the business window raised many concerns about 
the cultural change. Many GST staff  expressed the feeling that they were being “taken 
over” by Taxation. There were frequent comments about having to move from the newer 
GST facilities to the older Taxation facilities, and having to do without such things as fax 
machines and photocopiers. Dress codes, rules of conduct, and hours of work also changed. 
As well, the time-reporting and production measurement systems adopted by the new 
organization came from Taxation. Even though the Department felt the decision on the 
systems was justifi ed, it had the eff ect of reinforcing the feeling of GST staff  that they were 
being taken over.

Communications
From the beginning, management realized that it was critical to communicate its vision and 
its progress in achieving that vision to employees. Senior management discussed employee 
communication in its fi rst commi  ee meeting and made advising staff  a guiding principle of 
the consolidation process. The strategy put the onus on managers to keep staff  informed.

Table 3.2. Selected Strategic Outcome, Performance Indicators, and Targets, Canada

Strategic outcome Performance indicators Targets

Taxpayers meet 
their obligations and 
Canada’s revenue 
base is protected

Corporate tax assessed by CRA relative to corporate profi ts 
before tax as estimated by Statistics Canada (SC)

Positive(+) trend

Net income of unincorporated businesses reported to CRA 
relative to their net income as estimated by SC

+ trend

Net GST revenues relative to total sales, personal expenditure 
on goods & services, & total provincial sales tax revenue

+ trend

Personal income reported to CRA relative to the personal 
income estimated by SC

+ trend

% of Canadian businesses registered for GST 90%

% of taxpayers fi ling their returns on time (by tax type) 90%

Degree to which taxpayers report complete & accurate 
information for determining their tax liability

+ trend

% of taxpayers that paid amounts due on time (by tax type) 90%

 Ratio of year-end outstanding tax debts to gross tax receipts + trend

Source: OECD (2009), page 68.
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The Department used numerous means to communicate with its employees: memoranda 
from the deputy minister; regular issues of the departmental newsle  er, which contained 
information on senior management, organizational changes, and other consolidation 
projects; conferences and information sessions for managers from both headquarters and 
the regions to hear project team leaders and to discuss consolidation issues; integration 
coordinators to help information fl ow between the branch or region and those working on 
consolidation projects at headquarters; direct soliciting of questions and feedback from staff  
by project teams; and a dedicated telephone line for enhancing communication between 
management and staff .

The Department also took good communication with clients as one of its guiding 
principles for consolidation and a major part of its communications and consultation 
strategy. The strategy defi ned target audiences; specifi ed that messages were to be tailored 
to the interests of the audience; and required the continued use of existing formal and 
informal relationships with client groups. This strategy was distributed to managers 
for use in communicating with parties outside the Department. The Department made 
presentations to parliamentary commi  ees on the benefi ts and status of consolidation. It 
also discussed administrative consolidation at various advisory commi  ee meetings, as 
part of its regular consultations with clients.

Concluding Remarks
The Canadian integration of collections of taxes previously administered under the tax 
administration and customs, respectively, was a success.

The key factors accounting for this success are: a clear overall vision and principles to 
guide the process; the persistent commitment of senior management to achieve the best 
outcome possible rather than to follow a rushed timetable; careful project planning and 
management; and eff ective communication with stakeholders and employees at all levels.

There are two principal lessons to be learned from the Canadian case. First, the slowness 
in dealing with an inadequate legal framework delayed administrative integration. And 
second, harmonizing work cultures from organizations being merged can be a lengthy 
process that requires both detailed management a  ention and patience.

THE UNITED KINGDOM12

In July 2003, the Chancellor of the Exchequer announced a major review (herea  er the 
O’Donnell Review) of the organizations dealing with tax policy and administration, 
including Her Majesty’s (HM) Customs and Excise, the Inland Revenue, and HM Treasury. 
In March 2004, the government accepted in full the recommendations of the O’Donnell 
Review, which included the creation of a new department integrating Customs and Excise 
and the Inland Revenue, new policy-making arrangements between the new department 
and HM Treasury, and a new accountability framework.

In May 2004, the new name of the department—HM Revenue and Customs (HMRC)—
was approved, and a team led by the newly appointed executive chairman for HMRC 
started to develop the legislation necessary to create the HMRC and to prepare for its 
offi  cial launch.

In April 2005, following the passage of the Commissioners for Revenue and Customs 
Act 2005, the new department, HM Revenue and Customs (HMRC), was created. In April 
2008, customs detection work at the border was transferred from HMRC to the newly 
established United Kingdom Border Agency. The la  er’s mandate is to improve the security 
of the UK.13

The preparation for and creation of HMRC took about fi ve years: from 2003 to 2007.
The HMRC is a success in terms of its achievement in enhancing eff ectiveness and 

effi  ciency in tax administration. By 2008, the HMRC reached its effi  ciency target of reducing 
the annual operating budget by £507 million.14
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The HRMC is now responsible for collecting over 20 diff erent taxes and the National 
Insurance contributions (NIC). It has over 80,00015 employees working in about 500 offi  ces 
in about 300 locations across the country and some overseas. Its mission is to ensure the 
correct tax is paid at the right time.

Leadership
The 2003 review of the organizations dealing with tax policy and administration was led by 
the permanent secretary to the treasury, Mr. G. O’Donnell (hence the O’Donnell Review), 
working closely with the two revenue departments and their chairmen. A steering group 
and other offi  cials assisted the review.

Since its creation in 2004, the HMRC has made special eff orts to develop its governance 
structure. Currently, the HMRC top-level governance consists of an executive commi  ee 
(ExCom); a board comprising members of ExCom and board members from outside 
HMRC; and three top offi  cials: a chairman, a chief executive offi  cer (CEO), and a permanent 
secretary for tax. The ExCom, supported by permanent and ad-hoc subcommi  ees and 
with oversight provided by the board, is the executive decision-making body. The board, 
led by the chairman, provides strategic leadership, approves business plans, and monitors 
performance. The CEO is responsible for delivering performance in order to achieve the 
HMRC’s strategic objectives.

Background and Strategic Planning16

The UK eff ectively had two separate business tax systems before the creation of the HMRC: 
Inland Revenue provided direct tax administration and Customs provided indirect tax 
administration. Signifi cant changes made previously to enable the two revenue bodies to 
work more closely in order to deliver be  er services had yielded only limited results.

The O’Donnell Review therefore examined the best organizational arrangements for 
achieving the government’s tax objectives, including ways to improve tax administration 
and promote more coherent use of information to enhance eff ectiveness and improve 
customer service. It argued that the tax service should be organized around functions 
and customer groupings rather than around diff erent taxes. As a result of the review, the 
government became convinced that it was time to remove departmental barriers and focus 
on their “customers.” It was believed that integrating the work of Customs and Revenue 
could increase performance and effi  ciency.

Strategic planning at the HMRC has taken the following interactive forms. First, 
Spending Reviews (SR) set fi rm and fi xed three-year departmental expenditure limits and, 
through Public Service Agreements (PSA), defi ne the key improvements that the public 
can expect from the resources used by the HMRC. Second, a remit from the chancellor of 
exchequer is issued to the executive chairman each year that restates the objectives and 
targets set in the PSA but prioritizes the new and ongoing tasks for the HMRC for the 
coming year. Both the PSA and the Chancellor’s Remit focus on what should be achieved 
and why. The detailed plans and programs to achieve these objectives and targets are 
developed by the management at the HMRC in consultation with its stakeholders.

The HMRC has determined its integration and business plan by developing its aims, 
missions, and implementation projects around the Chancellor’s Remit and the PSA. These 
plans combined with performance management have ensured that the HMRC was able to 
meet most of its eff ectiveness and effi  ciency objectives over the past four years.

Legal Framework
A unique feature of the UK legal framework regarding law enforcement by the revenue 
body is a requirement for external scrutiny. Long before the formal launch of the HMRC, 
the government announced its intention to establish independent scrutiny arrangements 
for the law enforcement activities of the HMRC.
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Accordingly, the Commissioners for Revenue and Customs Act 2005, which provides 
the legal framework for the HMRC, includes provisions that

extend the remit of the HM Inspectorate of Constabulary (HMIC) to scrutinize  
HMRC’s law enforcement procedures and practice, and
extend the remit of the Independent Police Complaints Commission (IPCC) to  
allow investigation of serious complaints/allegations against HMRC staff . 

These provisions make the HMRC subject to the same standards of independent scrutiny, 
inspection and complaints investigation that are already established for the police. They 
help not only strengthen law enforcement by the HMRC but also improve transparency 
and accountability at the HMRC.

Implementation Programs
As mentioned above, the HMRC has designed specifi c programs every year and for multiple 
years with clear timetables. The following two programs are among those that are directly 
related to the objectives of integration: making public service delivery more eff ective and 
effi  cient.

Effi  ciency Program17 Foreseeing the creation of the HMRC, the government, in its 2004 
Spending Review (SR04), set the following three effi  ciency targets in the PSA for the HMRC 
from April 2005 to March 2008:

(a) achieve a net reduction of 12,500 full-time equivalent jobs (from a baseline of 97,755 
to 85,255) and the redeployment of 3,500 jobs from support functions to “front 
line” work.

(b) relocate 1,950 jobs out of London and the South-East; with a further 2,300 jobs to be 
relocated by 2010.

(c) by working more effi  ciently, make annual savings of £507 million in the operating 
budget, of which half could be recycled to be spent on HMRC priority programs.

To achieve the above three objectives, the HMRC took the following actions: First, to ensure 
the effi  cient management of large-scale delivery operations, the HMRC hired staff  on 
temporary contracts, and this employment was included in the measurement of FTE posts.

Second, to improve effi  ciency in revenue collections and services (advising customers, 
processing forms, entering data, and enforcing debt), which occupied almost 60 percent of 
its staff  in 2004, the HMRC strove to

introduce wide-ranging electronic services; 
concentrate much of its PAYE processing in 10 large sites and rationalize the  
remainder to gain economies of scale;
identify savings of up to 30 percent in processing self assessment (SA) forms using  
recognized process improvement techniques; and
improve debt management and signifi cantly cut down the amount of legally  
enforceable debt.

And fi nally, the HMRC also took actions to improve its IT processes, promote its online 
services, and clarify information to its customers through various channels so as to reduce 
frustration, time, and costs in both revenue administration and compliance.

By taking these actions, the HMRC was able to downsize accordingly. In its 2008 
Autumn Performance Report, the HMRC announced that all three effi  ciency targets had 
been met and even exceeded.
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Reduction in Administration Costs for Businesses, particularly SMEs For most revenue 
administrations, small and medium enterprises (SMEs) are lightweights in revenue 
generation and headaches in revenue enforcement. The HMRC has taken SMEs seriously 
as a group in its reforms to deliver more eff ective services to taxpayers. As stated in 
its 2004–05 annual report, “There is always a delicate balance to be struck between 
keeping systems as straightforward as possible to reduce compliance costs for honest 
businesses and ensuring that suffi  cient safeguards are in place to catch those who abuse 
the system.”

To reduce the compliance burden on SMEs, in 2005 the HMRC

(a) created a new customers unit, the Small and Medium Enterprises & Employers 
Unit (SME & EU);

(b) hired the accounting fi rm KPMG to measure the burden of the tax system on 
business, in order to establish a baseline fi gure for improvement; and

(c) worked with Companies House (an executive agency of the Department for 
Business, Enterprise and Regulatory Reform) to explore how best to simplify and 
combine the fi ling of the company tax return and delivery of accounts to Companies 
House, for the benefi t of all companies.

In 2006, the HMRC established a new Administrative Burdens Advisory Board, which is an 
external advisory group, to help the HMRC analyze data from the aforementioned KPMG 
research and prioritize options for action. As a result of the work of this advisory group, 
the HMRC has made progress in reducing the administrative burden of forms and returns 
through

piloting a new self-assessment (SA) return with simpler language and clearer  
guidance, including a reduction by half of the pages required for businesses of the 
self-employed having a turnover of up to £40,000;
issuing simpler statements of account for self-assessment; 
removing payment of tax credits via the employer; 
working closely with EU partners to radically simplify the gathering of intra-EU  
trade statistics; and
making further improvements to the Employer CD-ROM, 18 which is especially 
popular with many smaller employers.

For the longer term and on a broader horizon of reducing administration and compliance 
burden, the HMRC has been working on proposals that allow both customers and its staff  
to manage customers’ tax aff airs in an integrated way. It has been looking at the needs of all 
customers but focusing on businesses fi rst. The vision is to allow customers to

provide the same information only once for all their tax aff airs; 
have easy access to a clear and complete picture of their aff airs with the HMRC,  
including payments, liabilities, and entitlements; and
be able to deal with the HMRC easily, effi  ciently, eff ectively, and confi dentially  
across the range of their aff airs and get the correct support and guidance appropriate 
to their circumstances.

Timetables
Se  ing concrete timetables appears to be a trademark of HMRC’s management planning 
and performance management. But these timetables are clearly divided between long-
term and short-term, with the former corresponding to strategic goals and the la  er to 
implementation projects.
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Table 3.3. Project—Use Evidence and Analysis to Drive Performance 
(Designed in December 2007)

Expected outcomes:

1. Corporate performance management (PM) is driven by objective and widely accessible information.

2. Managers throughout the agency use that information effectively to drive up performance.

3. Key performance indicators (KPIs) drive appropriate behaviors and support transparent decision making.

4.  Planning processes are based on an understanding of input-output relationships and strategic decisions 
have a sound evidence base.

5.  Management frameworks are aligned throughout the agency from the corporate level through the 
directorates to individuals.

In 3 months: In 6 months: In 12 months:

•  We will begin work to develop 
our new KPIs and apply our 
performance management 
framework.

Actions:

•  We will begin work to develop 
our new KPIs, ready to be used 
in 3 months.

•  Begin work to simplify our 
PM framework and reporting 
processes, ready for them to be 
applied across the department 
from Month 4.

•  Identify the lessons learnt 
from the current year business 
planning processes.

•  Start to identify the current and 
future gaps in our evidence 
base, including management 
information.

•  Understand which skills and 
tools our managers need to 
analyze information so they can 
improve business performance.

Impacts:

•  Business units will begin to 
identify and have ownership of 
their information requirements.

•  Evidence & analysis is seen as 
part of the skills & resources 
needed by managers in the 
agency.

•   We will have a simpler 
business planning process and 
PM framework, underpinned 
by a set of new KPIs.

Actions:

•  By Month 4, we will have a 
focused set of KPIs, aligned to 
the Strategic Framework.

•  By Month 4, we will have 
simplifi ed our PM and reporting 
processes.

•  We will refocus part of our 
analytical capability to better 
support our operations.

•  Prioritize which gaps we need 
to fi ll in our evidence base.

Impacts:

•  Key managers begin to see 
clearly the link between our 
strategic priorities, high-level 
targets, KPIs and the business 
unit level plans.

Measures:

•  Agreed set of KPIs aligned to 
the Strategic Framework.

•  Evidence and analysis is applied 
by senior leaders to make 
transparent and fact-based 
decisions.

Actions:

•  Deliver analytical skills training 
to our managers, including a 
manager’s toolkit, from Month 11.

•  Start to fi ll priority gaps in 
our evidence base and make 
management information more 
widely available to managers and 
staff.

•  We will make the ability to apply 
management information a 
requirement to our social civil 
service.

•  We will use the appraisal 
system more effectively by 
aligning individual and corporate 
performance objectives.

•  Simplify our business planning 
processes by Month 9, building 
on the lessons learnt and support 
them with better decision-making 
tools.

Impacts:

•  Strategic decisions are made 
using robust evidence-based 
information and analysis.

•  Staff begin to see clearly the link 
between our strategic priorities, 
high-level targets, KPIs, and the 
business unit level plans.

•  Managers know how to analyze 
information to drive performance 
effectively.

Source: http://www.hmrc.gov.uk/capability/pip.pdf, with slight revisions.
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The timetables start from the Public Service Agreement (PSA), which sets objectives 
for the coming three years, and the Chancellor’s Remit, which sets the key priorities for 
the coming year. The HMRC then designs its action plans for the PSA and the Chancellor’s 
Remit, and when necessary in responding to external reviews. These action plans o  en nail 
down desired outcomes by months, with the objective of providing timely accountability. 
Table 3.3 provides an illustration of such a HMRC action plan with timetables.

Budgeting
The cost of integration was estimated, prior to the creation of the HMRC, as £75 million to 
be incurred over the two fi scal years 2004–05 and 2005–06. The cost incurred during the fi rst 
year was about £18 million, and it included the cost of staff  planning in the formation of the 
HMRC, work on the necessary changes to legislation, and preparatory costs for alignment 
of basic services, such as work to update and integrate IT networks and organizational 
design, and to create early joint teams and HR processes. A big portion of this initial cost 
was funded by refocusing expenditure that would have been incurred under the existing 
plans within each of the original departments, and hence was categorized as indirect cost.

The major cost was for creating a single IT desktop environment. This was a huge 
undertaking because over 100,000 desktops and laptops had to be upgraded.

By the end of fi scal year 2005–06, it was concluded that the direct costs for integration 
were broadly in line with the estimate of £75 million. This cost appears to be a sound 
investment, considering the aforementioned annual saving of £507 million in operational 
budget realized by 2008.

Performance Management
Performance management is a very visible management concept, and has been developed 
carefully throughout the creation and ongoing reform of the HMRC. Currently, performance 
management at the HMRC starts with the government’s PSA with HMRC and the 
Chancellor’s Remit to HMRC, which set general directions and priorities for the coming 
year, followed by a vision statement set out by the HMRC board. HMRC management will 
then design programs around these high-level objectives to specify practical targets and 
related outcomes. It has become common practice at the HMRC that the annual goals and 
objectives are translated into programs that contain key performance indicators (KPIs) that 
are comprehensible to and manageable by the staff .

Furthermore, as an integral part of performance management, external experts from 
the public and private sectors are also invited to review and assess the performance of the 
HMRC. For example, in December 2007 the Cabinet Offi  ce published an HMRC Capability 
Review by external experts. This review looked at how well HMRC meets its objectives 
and how its leaders perform; it also examined the HMRC overall strategy. In response, the 
HMRC developed an implementation plan to “clarify accountabilities, set a clear direction, 
increase the pace of change, generate passion, pride and motivation, and use evidence and 
analysis to drive performance.”

As an illustration, Table 3.4 provides the HMRC PSA targets from 2005–06 to 2007–08, 
and Table 3.3, presented earlier, provides a project design developed in response to the 
Capability Review mentioned above.

Staffi  ng
As mentioned above, the creation of the HMRC involved a three-year downsizing. The 
immediate challenge faced by the management was to build and maintain staff  morale. 
That is, management had to build and maintain the staff ’s confi dence in their leaders and 
managers; provide an environment for people to develop and acquire new skills; and, 
where possible, off er alternative employment to those working in offi  ces that were destined 
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to close. The management was able to avoid compulsory redundancies by fi nding long-
term jobs for the majority of its staff  who wished to continue working for the HMRC.

HMRC management has also devised and implemented new ways of working that 
refl ect the merged functions and respond to the changing business environment. As a 
result, many staff  members have had to learn new skills to do new jobs, and all have had 
to adapt to a new organization. Management strived to make the HMRC an organization 
for which people want to work. For example, management successfully implemented a 
unifi ed performance management system that was designed at the end of 2007 (as shown 

Table 3.4. HMRC Public Service Agreement Targets from 2005–06 to 2007–08 
(Selected Contents)*

Aim:

Administer the tax and customs control systems fairly and effi ciently and make it as easy as possible for 
individuals and businesses to understand and comply with their obligations and receive their tax credits 
and other entitlements.

Objective I:

Improve the extent to which individuals and businesses pay the amount of tax due and receive the credits 
and payments to which they are entitled.

1.  By 2007–08, reduce the scale of VAT losses to no more than 11% of the theoretical liability.

2.  By 2007–08, reduce underpayment of direct tax and national insurance contributions by at least £3 
billion a year

3.  By 2007–08, increase the percentage of individuals who fi le their self-assessment returns on time to at 
least 93%.

Objective II:

4. Improve customer experience, support business, and reduce the compliance burden.

5.  Respond accurately and completely to requests for advice:

 •  by 2007–08, increase to at least 80% the proportion of individuals and businesses who said they 
achieved success at the fi rst point of contact;

 •  by 2007–08, increase to at least 90% the accuracy and completeness of information and advice given 
and actions taken in respect of contacts.

6.  Provide simple processes that enable individuals and businesses to meet their responsibilities and claim 
their entitlements easily and at minimum cost:

 •  by 2007–08, increase to at least 90% the proportion of small businesses that fi nd it easy to complete 
their tax returns;

 •  by 2007–08, demonstrate a measurable improvement in new and growing businesses’ ability to 
deal correctly with their tax affairs. This will include increasing the proportion of applications for VAT 
registration that are complete and accurate to at least 50%;

 •  by 2007–08, increase to at least 85% the proportion of individuals who fi nd their SA statements of 
Account, PAYE Coding Notices, and Tax Credit Award Notices easy to understand.

7.  Deal effectively and appropriately with information provided, so that levels of contact are kept to a 
minimum:

 •  by 2007–08, increase to at least 95% the rate of accuracy achieved in administering SA, PAYE, Tax 
Credits, and NICs;

 •  by 2007–08, increase to 35% the percentage of SA tax returns received on line;

 •  by 2007–08, increase to 50% the percentage of VAT returns fi led online.

*Source: Based on HMRC Departmental Report (Spring 2007), with our selection of original contents.
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in Table 3.3). It also launched a new leadership development program that is intended to 
enable all managers, no ma  er what their level, to develop the skills and behaviors needed 
to motivate and manage staff . Finally, the HMRC provides its staff  with a wide range of 
fl exible working arrangements and a high-quality occupational health service, which 
provides advice on managing physical and mental well-being at work.

Communications
HMRC management sees communication as vital to its success. In the early stages of the 
operations of the HMRC, management tried to ensure that the staff  and unions understood 
the change process and were involved as appropriate.

HMRC management also pays a  ention to methods of listening to staff  for ways to 
improve its performance. Twice a year through the staff  survey, management asks staff  for 
their opinions about a wide range of issues aff ecting the HMRC. The survey questionnaire is 
designed to track staff  perceptions of the HMRC in terms of its leadership, its management, 
its culture, and opportunities open to staff  to acquire and develop relevant skills and 
knowledge. Other internal communication channels include a weekly roster of senior 
directors being available in an intranet “Hotseat,” which has provided over 1,700 replies to 
issues raised in over 9,300 questions from staff .

Communication with the taxpayer community has also been active through direct 
partnership with business organizations as well as through the Internet. For example, the 
HMRC has worked with the Chartered Institute of Taxation to engage large companies, 
investors, and fi nancial advisers in discussions of their social responsibility to pay tax, and 
discussed PAYE modernization issues with the Employment Consultation Forum. To help 
its customers take advantage of online services, the HMRC has produced a video podcast to 
demonstrate the process of online fi ling. The result is a steady growth in online fi ling for VAT 
and self-assessment returns, which now stand at 49 percent and 40 percent of their respective 
totals. In recent years, the HMRC has organized a program of Business Advice Open Days to 
help SMEs understand how the HMRC impacts on their business activities. This program has 
been delivered at a range of venues, from small mobile advice stops in shopping precincts to 
larger conference style events that have even been held at football stadiums.

Concluding Remarks
The HMRC is a success in terms of its achievement in enhancing eff ectiveness and effi  ciency 
in tax administration. Such success may be largely a  ributed to the high-level due diligence 
that occurred in preparing for the creation of the HMRC (i.e., the O’Donnell Review), the 
clear commitment to accountability by senior management, and the thorough performance 
management system that is instilled throughout the organization and incorporates external 
inputs in a timely manner.

Notes
1 The main sources of this case study include a draft by Mr. Mats Henriksson (the former head of the legal 
department of the Sweden State Tax Agency), Barrand et al. (2004), and OECD (2009).
2 The EA is in charge of public as well as private debt collection.
3 All the numbers in this section were estimated in 1985 Swedish kronor (SEK).
4 This section is largely drawn from the following sources: A WB Aide-Memoire (2008), IMF (2004), The 
World Bank (2008), and other offi cial fi les produced at WB.
5 The taxes and contributions that were collected by the NSSI included contributions covering pensions, 
unemployment insurance, health insurance, road, etc.
6 Martinez-Vazquez et al. (2009).
7 This section is substantially drawn from two offi cial sources: the Auditor General of Canada (1996) and the 
Canada Revenue Agency (2005). Other references include the World Bank (2003) and the annual reports of the 
Canada Revenue Agency (under its previous names) from 1996 to 2004.
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8 The O’Donnell Review (2004), Box 3.5.
9 This is important because, as pointed out later in the text, CRA also administers taxes on behalf of most of the 
ten provinces.
10 The level of telephone service is defi ned as “a caller’s chances of getting into the queue to speak with an 
agent,” the grade of service measures “the length of time before the call is answered,” and the quality of 
service refers to “the accuracy of the answer.” Refer to the Audit General of Canada (1996).
11 The O’Donnell Review (2004), Box 3.5.
12 The offi cial sources for this case were all obtained from the HMRC Web site. The most important sources are 
the O’Donnell Review (2004), the HMRC Annual Report 2004–05, and the Autumn Performance Report 2005. 
The other reference is OECD (2009).
13 As recommended in the O’Donnell Review, one of the early priorities for the HMRC was “identifying and 
insulating those areas unlikely to be affected by change in the short-term, such as frontiers and tax credit 
work.” This recommendation appeared to be farsighted when the “frontier” work at customs was subsequently 
transferred to the new Border Agency.
14 HRMC: 2008 Autumn Performance Report.
15 This is a rough estimate, which will be verifi ed when the latest number that takes into account the subtraction 
of non-revenue border services becomes available.
16 The main reference for this section is the O’Donnell Review (2004) unless noted otherwise.
17 This section is mainly based on HMRC annual reports (2005 and 2006).
18 The Employer CD-ROM contains most of the forms and guidance for employers to run their payroll 
throughout the year and there are also calculators and forms that can be fi lled out on screen and saved to an 
employer/employee database. The HMCR mails out this CD-ROM to all employers every year.
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C H A P T E R  4

Broader Review of International 
Experiences and Lessons1

This section reviews a broader range of country cases. Our review will again be made 
in the context of the nine issues mentioned above: leadership, strategic planning, 

the legal framework, project design, timetables, budgeting, performance management, 
staffi  ng, and communications. The discussion of each issue will focus on drawing 
successful experiences and noteworthy lessons from a broader range of countries rather 
than single countries.

Our review covers seven country cases: four (Denmark, the Netherlands, Colombia, 
and Latvia) dealing with tax-customs integration, and three (Hungary, Romania, and 
Albania) dealing with tax-contributions integration.

Leadership

We have defi ned strong leadership for integration as having strong will backed by full 
political support, a clear vision and unshaken dedication to the task, an understanding 
of the challenges, and possession of the management skills required for integration. The 
country cases provided below demonstrate an additional a  ribute of the sound leadership 
required for integration: cultural and political neutrality.

The most telling story in this regard is from Denmark. A  er planning and 
preparation, the merger of the Danish Tax and Custom departments took only six months 
to complete despite the fact that the merged organizations formerly had well-developed 
and sophisticated organizational structures, management systems, and administrative 
processes in parallel. When the integration was being planned, a new general director was 
recruited externally with one job requirement: to implement the merger. He had no former 
experience with tax and custom ma  ers: he was selected solely for his management skills. 
This meant that he was considered “neutral,” with no knowledge of, or sympathy with, 
one organization over the other, which provided a sense of impartiality when diffi  cult 
decisions had to be made.

Hungarian experience constitutes almost a polar opposite to that of Denmark. During 
the course of a tax administration modernization project (the TAM Project) in the 1990s, 
the government changed the status of the presidency of the national tax administration 
body (APEH) from being a career civil service position to a political appointment. The 
president of APEH, who also led the TAM Project, then became subject to change whenever 
the government changed or political pressure was applied. As a result, there were fi ve 
presidents of APEH during the life of this fi ve-year TAM Project, which led to changes in 
the direction and priorities for the project, and also some loss of institutional memory. As 
shown below, this lack of neutrality and continuity in project leadership contributed to 
numerous problems during the course of the project.

There was also a problem with the task force supervising the management of change in 
Hungary’s TAM Project. The initial project documentation made clear the need for sound 
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management at all organizational levels participating in the project. The fi rst phase of the 
project was supervised by commi  ed managers with excellent results. Then, authority in 
decision making shi  ed to an IT-trained project manager who had no tax administration 
knowledge or experience, and the project team was not permi  ed to override the decisions 
made by this project manager. The result was a diversion from the original project goals, 
which led to less than satisfactory results. The lesson to be drawn from this case is that 
professional tax administrators, rather than IT professionals, should manage the process of 
modernizing tax administration.

Strategic Planning

Strategic planning is crucial to successful integration by se  ing clear goals for the integration 
and making sensible plans to a  ain such goals. This implication of strategic planning was 
clear and fi rm in the merger of tax and customs in the Netherlands but did not seem to exist 
in the initial phase of a similar merger in Colombia.

The main goal of integration in the Netherlands was to enhance eff ectiveness. Before 
integration, the Dutch revenue system was structured around the diff erent types of taxes 
or means of raising tax. Although effi  ciency was not an issue, an individual taxpayer had 
to deal with numerous offi  ces in the Tax and Custom Administration, each with its own 
approach, forms, and procedures. To increase eff ectiveness, the Dutch integration focused 
on one strategic plan: transforming the old structure (which was organized around 
individual taxes) into an administrative structure that is organized around categories, or 
target groups of taxpayers, and integrating diff erent types of taxes and working processes 
within one local offi  ce. In the current structure, one local offi  ce contains all pertinent 
taxpayer information for each target group. The integration also took into account the 
complexity of tax issues, which diff ered for each target group, and altered numerous 
business processes accordingly. A positive side eff ect of the target group approach is that 
revenue collection appears to have become more effi  cient, as the number of staff  remains 
largely unchanged, whereas the number of taxpayers and tax issues being handled o  en 
increases substantially.

In Colombia, the story of the initial merger in the early 1990s is very diff erent.2 The 
creation of the National Tax and Customs Directorate (DIAN) in July 1993, by merging the 
Tax Directorate and the Customs Directorate, was initially driven only by a desire to adapt 
to rapid globalization and obtain a perceived eff ectiveness gain from the merger. There 
was no serious planning before the merger. The lack of strategic planning and preparation, 
combined with the lack of sustainable leadership and public support, contributed to a 
merger that failed to improve eff ectiveness. It was only a  er the introduction of the tax 
reform law of 1995 (which focused on eff ectiveness by se  ing specifi c and ambitious 
performance targets) that the revenue system was updated and revenue levels increased 
signifi cantly.

It is noteworthy, however, that a lack of initial strategic planning, although detrimental 
to the implementation of integration, can be off set when the problem is acknowledged and 
a fresh plan is made. Furthermore, strategic planning may be seen as an ongoing process 
that can be adapted to changing circumstances. For example, in Romania, a few months 
a  er the initial phase of integration and in response to IMF advice, the reform team at the 
National Agency for Fiscal Administration (NAFA) brought forward a proposal for the 
second phase of the project that identifi ed the goals, the areas in which work would be 
required, and the broad areas of benefi t from the proposed improvements. The proposal 
included the following six elements intended to:

bring a more strategic approach to the management of revenue administration; 
further develop the new NAFA organization; 
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develop service and compliance strategies based on taxpayer characteristics; 
secure improvements to current revenue administration operations; 
embark on a major modernization of revenue administration processes and systems;  
and
develop HR strategies needed for the reforms to be eff ective. 

This proposal outlined certain specifi c issues to be addressed in the near term. They included 
(i) the balance of headquarters and fi eld resource levels; (ii) changing the management 
structure in the local offi  ces to give NAFA appropriate direct control; (iii) changes to allow 
companies with branch offi  ces to handle wage taxes at their headquarters (see a later 
discussion of this issue relating to the legal framework); (iv) issues related to offi  ce space 
and premises; (v) increased allocation of personnel and budget for IT investments; (vi) 
measures for managing the project; and (vii) measures to address legislation issues related 
to base harmonization, treasury, public accounting, audit, and collections.

This strategic planning for the second phase focused on fi ne-tuning the organizational 
arrangements a  er the initial transfer of contribution collection functions from the three 
Social Houses3 to NAFA. A year later, such fi ne-tuning of the organizational arrangements 
appeared to have provided an appropriate basis for the development of the institutional 
framework for revenue collection.

Legal Framework

Thorough examination of the existing legal framework is a prerequisite for successful 
implementation of integration plans. Our case studies in Chapter 3 showed how an 
inadequate legal framework and the lengthy period usually needed to amend it can delay 
integration. Other country examples provided here further illustrate how a dated legal 
framework may even reduce the benefi ts of integration.

In Romania, the initial stage of the consolidation of tax and contribution collections 
focused on consolidating collection functions for employers only. For large taxpayers 
with branch offi  ces, the initial benefi ts of consolidation were reduced by the requirement 
to fi le wage taxes locally. The existing laws required that where there were fi ve or more 
employees at a branch offi  ce location, wage taxes had to be remi  ed at the local level. (Note 
that revenue from such wage taxes was a major source of funding of local government.) 
For contribution collections, no similar regulation applied to the branch offi  ces of large 
taxpayers. It was clear that collection of wage taxes using the same approach as for social 
contribution collections would reduce the compliance burden for businesses having branch 
offi  ces, as well as reduce the number of individual payment transactions that had to be 
processed by the national tax administration. Unfortunately, such desirable consolidation 
was not allowed under the existing laws. This and other unexpected issues led management 
to delay further consolidation to a later date.

It is also well known that amending an inadequate legal framework can be very time 
consuming, owing to forces that are beyond the control of a tax administration. For example, 
consolidation of tax and contribution collections in Albania was a relatively straightforward 
project. However, changes to the social insurance, health insurance, and tax procedure 
acts were required to give the General-Directorate of Taxation (GDT) authority to collect 
contributions. Other legislative changes were sought to (i) harmonize the taxable bases for 
the contributions and personal income tax (PIT) so as to allow PIT; and social contributions 
to be collected from employers using a single declaration form; and (ii) expand the taxable 
base to include in-kind benefi ts. The Albanian legislature initially rejected both of these 
amendments. These changes to the law therefore had to be reintroduced again later because, 
without them, the GDT would have faced diffi  culties in designing effi  cient collection 
processes and would have been faced with an eroding tax base.
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Project Design

Implementation projects are building blocks for a  aining the objectives of integration. 
Diff erent objectives determine what types of implementation projects are required and how 
they should be designed. The devil is always in the details.

Integration in the Netherlands took fi ve years, from 1987 to 1992. With the objective of 
increasing eff ectiveness, the strategy was to transform the tax and customs administration 
from a means- and process-oriented structure to a target-group–oriented structure that 
integrated all taxes collection and services. The implementation plan was therefore divided 
into three main projects. The fi rst involved restructuring some 260 local offi  ces into fewer 
than 130.4 Just 80 of these offi  ces collect revenues respectively for three target groups: 
private taxpayers, large business taxpayers, and other business taxpayers. The second 
project involved restructuring business processes in terms of the following elements: 
logistics management to ensure short processing time and quick action; restructuring 
data by target group of taxpayers (as identifi ed in the fi rst project); and shi  ing processes 
from a document-oriented basis to a client-oriented basis. The third project involved 
restructuring information systems to accommodate the fi rst two projects. As a result of 
these projects, the tax administration was able to reach its goal of integration through 
concrete steps.

In 2003 the government of Albania also developed a good plan to transfer the function 
of collecting social contributions from the Social Insurance Institute to the General 
Directorate of Taxation. The plan covered eight areas, each of which may be seen as 
an integration project interacting with the others. These eight projects were: legislative 
changes; computer system development; design of work processes, procedures, and 
jobs; taxpayer publicity and education; workload estimation and staffi  ng; data exchange 
between the two revenue collection bodies being integrated; design of new forms; and 
staff  training.

Hungary provides diff erent lessons. A lack of detailed planning and project design 
caused the original project timetable and fi nancial resource allocation for integration to be 
unrealistic. As a result, the original project goals were subverted by a prolonged automation 
process that exceeded the budget.

It is common that tax administration reform projects require investment in 
automation. The problem with Hungary’s tax administration reform project was that 
management did not defi ne, at the preparatory stage, the IT strategic plan and the 
organizational framework that would be used to implement automation. The roles of 
the internal automation staff  and external consultants were not clarifi ed so as to reduce 
confl ict and facilitate change. In retrospect, the need to fast-track preparation le   li  le 
room for having a well-prepared IT tactical plan that would have facilitated smoother 
management of change. This case demonstrated, however, that rushed implementation 
of integration without careful preparation (based on shared objectives, strategies, 
programs, responsibilities, and performance measurement) is bound to lead to an 
unsatisfactory outcome.

Timetables

Timetables for integration may be handled diff erently depending on whether circumstances 
change during integration. For longer-term strategic planning, timetables may be adapted 
according to changing circumstances. For more straightforward tasks with a high degree of 
certainty, timetables can be pinned down more precisely.

For example, in Denmark, the initial merger of tax and customs administration in 
1990 involved only integration at the central and regional offi  ces. Including planning, it 
took only 14 months to complete this stage of integration. The second stage of integration, 
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which was implemented fi ve years later in 1995, was aimed at restructuring the regional 
offi  ces into various enterprise groups. This restructuring process took place at a diff erent 
pace in each regional offi  ce. The outcome was a “fl at” organizational structure that reduced 
the number of management levels from three to two and the number of managers by 38 
percent (from 546 to 340), which in turn led to a signifi cant improvement in the effi  ciency 
of revenue collection.

The Albanian integration case provides an example of more precise scheduling for 
more straightforward tasks. The timetable for transferring contribution collections to the tax 
administration was based on the categories of taxpayers and social security contributors. 
Implementation was piloted with the large taxpayers group for the fi rst six months, 
followed fi rst by medium-sized business (3 months) and then by government budget 
institutions (5 months), small business (6 months), and fi nally remaining groups, mostly 
in the rural sector. In all, it was expected that implementation would take about two years, 
which proved to be a realistic estimate.

Proceeding by se  ing pilot periods for diff erent target groups proved to be eff ective 
in correcting early errors in planning for implementation. For example, planning for 
consolidation of tax and contribution collections in Romania involved fi rst transferring 
collection functions related to employers in 2004 and then functions related to non-
employers in 2005. During the former phase, however, it was discovered that transferring 
the collection functions did not solve complex issues that required extensive inter-agency 
collaboration and government support (including issues caused by the existing legal 
framework, as discussed above). Accordingly, plans for transferring the collection function 
for non-employers in January 2005 were deferred to a later date.

Budgeting

Budgeting involves a trade-off  between needs and resource constraints. As shown in 
Chapter 3, the main fi nancial costs of integration relate to automation of processes of revenue 
collection. When the budget constraint is tight, it is very important that management is 
vigilant with respect to possible budget overruns for automation.

For example, in Romania, when the NAFA was launched in January 2004, management 
focused its a  ention on taking over responsibility for the collection of social contributions, 
which required a major supporting eff ort from the IT group. Management was advised 
(by the IMF) to make initial investments in automation in areas where the opportunity for 
benefi ts was greatest. These areas were identifi ed as (i) improvements in productivity by 
automating manual activities resulting in human resource savings; (ii) increased revenues 
through tighter management of the processing of returns by earlier or more complete 
identifi cation of late fi lers, delinquent fi lers, and more systematic management of arrears; 
(iii) improved voluntary compliance by a general tightening of processing and checking; 
and (iv) more eff ective utilization of audit and enforcement resources through the computer-
assisted selection of cases. Following these general principles, a thorough understanding 
of existing processes—including their cost structure and eff ectiveness—is needed to decide 
where to invest and in what sequence.

It appears that Hungarian management of its TAM Project did not follow such 
principles in its investment in automation of processes and systems: the project overran its 
budget. As discussed earlier, one of the factors accounting for the lack of success in the TAM 
Project was an apparent failure of leadership, which led to a loss of project clarity during 
implementation. A  er the fruitful fi rst phase of implementation, there was a tendency 
to focus excessively on the complexity and diffi  culties related to the procurement and 
implementation of automation. The lack of understanding of business requirements and 
the human resource dimension of change diverted the implementing agency’s priorities at 
the expense of expected tax administration reforms.



 Integration of Revenue Administration 39

Performance Management

Performance management, as a modern management technique, includes se  ing strategic 
objectives and performance targets in multiyear or annual plans, measuring and reporting 
performance results periodically using performance indicators, and feeding performance 
results into future strategic planning and project design so that performance can be 
improved continuously.

Several countries in addition to those studied in Chapter 3 started utilizing performance 
management during their integration process. These countries include Denmark, Ireland, 
Latvia, Netherlands, and South Africa.

As discussed earlier, revenue integration programs are almost invariably coupled 
with modernization of the revenue administration. As such, most indicators of success of 
integration usually overlap with the success of the modernization eff ort. However, some 
indicators can measure the improvement exclusively, or mainly, as a result of integration. 
In the following examples, the fi rst two are good indicators of the performance of unifying 
social security contribution with tax collection, whereas the third is an indicator of success 
of customs-tax merger:

revenue collection from social security contribution pre- and post-integration; 
aggregate revenue from personal income tax and social security contribution as a  
percentage of cost of collection pre-and post-integration;
VAT productivity pre- and post-merger. 

Table 4.1 below presents our selection of missions and/or visions, strategic objectives, 
performance indicators, and targets contained in various plans published recently by 
the revenue bodies in these fi ve countries. The simple criteria for our selections are the 
following:

clarity and comprehensiveness for missions/visions and objectives; 
choice of performance indicators that are measurable and independent of  
macroeconomic performance and statutory tax structure; and
straightforwardness of targets. 

Staffi ng

Staffi  ng can be most challenging in two respects: when staff  displacement is required and 
when the organizations being integrated have distinctive and diff erent work cultures.

Both of these conditions confronted management in merging tax and customs in 
Denmark. The merger required reducing staff  by 13 percent, from 6,742 to 5,846 FTE, and 
both the tax department and customs were well-established institutions with distinctive 
work cultures. Management invited all staff  to participate in dra  ing the new vision for 
the integrated department. In all, 732 staff  members, working in groups or as individuals, 
contributed and dra  ed proposals leading to the new common vision. Throughout the 
process every participant received personal feedback on their contribution. Total staff  
involvement led to acceptance of the common vision regardless of previous affi  liations. 
This broad-based process is seen as one of the major factors contributing to a relatively easy 
integration experience in Denmark.

A less satisfactory example occurred in the merger of the tax administration and 
customs in Latvia. The cultures of tax and customs there were shaped by very diff erent 
histories. Before independence, only 10 percent of customs employees were Latvians so that 
very few nationals had experience or an understanding of how to manage and administer 
customs responsibilities. The high risk associated with working at the border, combined 
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with low salaries, meant customs quickly became vulnerable to corruption. In contrast, the 
tax administration was much less directly aff ected by national independence. The typical 
employee of the tax administration was female, educated, and accustomed to bureaucratic 
discipline. The merger of the young, inexperienced, and apparently undisciplined 
customs administration with the experienced and well-functioning tax administration was 
perceived as a takeover with the hope that some of the good behavior and work habits of 
the tax administration would rub off  on customs staff . A  er more than a decade following 
the merger, however, some customs staff  still expressed a sense of being treated as the 
underdog, and some believed customs should have been given more time to develop an 
identity of its own.

It is also noteworthy that, when the revenue bodies being integrated are not modern, 
changes in the skill mix of employees are commonly required, particularly at the 
headquarters of the new organization. In this situation, recruiting new staff  with more 
analytical skills and knowledge to perform new types of jobs could be an urgent need for 
integration. For example, in Romania, a  er the consolidation of revenue collections for tax 
and contributions was underway, it was found that the headquarters activities were largely 
operationally focused, with a signifi cant proportion of some directorates’ staff  essentially 

Table 4.1. Selective Mission Statements, Strategic Objectives, and Performance Indicators

Mission: 

To serve the community by fairly and effi ciently collecting taxes and duties and implementing Customs 
controls (Ireland)

Strategic Objectives Performance indicators Targets

Ensure that everyone 
complies with their 
tax and customs 
responsibilities (Ireland) 

Level of debt available for collection as % of annual 
gross collections (Ireland)

<1.3% (by 2010)

Compliance rates (i.e., for fi ling and payment) by due 
date, respectively, for large, medium, and other cases 
(Ireland) 

Large: 95%; medium: 
90%; others: 75% 
(by the end of 2010) 

Personal tax gap measured using a comparison of tax 
and national account data (Denmark)

Downward trend 

Provide quality and 
innovative service 
that supports all our 
customers (Ireland) 

Improved quality of information based on plain 
language available to all customers (Ireland)

Upward trend from 
customer surveys 

Indications of the agency’s client satisfaction (Latvia) Upward trend from 
customer surveys

Provide taxpayers with 
tailor-made service 
(Netherlands) 

Percentage of phone calls handled by the service 
center (the Netherlands)

80%

Perceived approachability (the Netherlands) 70%

Perceived clarity in correspondence (the Netherlands) 84%

Perceived processing speed (the Netherlands) 70%

Ensure greater effi ciency 
(South Africa) 

Percentage of returns processed within target time 
(South Africa)

Various by tax type

Percentage of accuracy of assessments (South Africa) 92%

Percentage of returns reworked as a result of error 
(South Africa)

4%

 Maintaining success rate in appeals (South Africa) 65%

Source: Based on OECD (2009).
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performing fi eld operations. In addition, much work was clerical in nature, refl ecting the 
undeveloped IT environment. Program design and monitoring was also unsophisticated, 
so that it became clear that more skills in relation to planning and monitoring service and 
compliance programs would be required. Under such circumstances, fresh recruitment to 
change the skill mix is not only required but also challenging. For example, the existing 
remuneration policy may not be adequate for new recruitment, and morale among existing 
staff  who face relocation and even redundancy can be unsustainable without special 
management a  ention.

Communications

A good communication strategy is crucial to management of changes during the course of 
integration. This is particularly the case when there is li  le consensus about the need, and 
hence support, for integration. In this regard, Colombia’s failure in its initial merger of tax 
and customs administration taught a hard lesson.

As discussed above, this initial merger in Colombia was simply driven by a perception 
that the merger was needed to meet the challenge of globalization and would benefi t the 
ever-important revenue collection at the border. The lack of strategic planning and careful 
implementation, including the lack of a communication strategy, was the main reason for 
the initial failure encountered by the newly created National Tax and Customs Directorate 
(DIAN).

According to PLS Ramboll (2003), many vested interest groups, ranging from former 
customs employees and private customs advisors to local business communities, including 
local manufacturers, all fought against the creation of the National Tax and Customs 
Directorate (DIAN). Because the initial merger was not based on a careful analysis of winners 
and losers, there were no strategies to address these concerns. As a result, the resistance 
faced by the management team at DIAN turned out to be insurmountable. In particular, the 
political support among the population for the reforms seems to have been very limited and 
eff orts to develop constituencies supporting the reforms were unsuccessful. The resulting 
infi ghting surrounding the creation of DIAN during the fi rst half of 1993 seriously reduced 
the chances of the merger of functions being successful.

In hindsight, a serious process of consensus building should have taken place during 
the design period to avoid confl ict during implementation. This consensus building should 
have been aimed at reducing both internal resentments and external suspicions about the 
proposed integration. Unfortunately, no communication strategy was planned for such 
consensus building, not to mention any management of change and confl ict inside the 
agency. As a result, the single-minded focus on the process of change took a  ention away 
from institution-building objectives, and the failure of the initial merger had to be tackled 
later through a series of reform plans.

Notes
1 The main sources for this section are PLS Ramboll (2003), IMF (2004), and some IMF and World Bank 
internal documents related to the tax administration reforms in Hungary and Romania.
2 Note that today’s DIAN is more effective in revenue collection than in its pre-merger years despite tax 
administration and customs operating largely in separate systems. More research is required to tell the 
current story of DIAN in Columbia. What we present here is intended to draw lessons from the undesirable 
experiences in DIAN’s initial operation.
3 National House of Pensions, National Health Insurance Agency, and National Agency for Employment.
4 Of these offi ces, 48 are customs posts.
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C H A P T E R  5

Conclusion

Our in-depth study of four country cases and a broader review of international 
experience in integration of revenue collections suggest the following fi ndings:

(i) Integration of revenue collections (including planning) usually takes many 
years because institution building requires careful planning and gradual 
implementation. And institutional evolution never stops a  er the integration goals 
are largely achieved (e.g., Canada and the UK). Those countries that proceeded 
carefully aiming to “do everything right” rather than with the intention of trying 
to achieve everything in one fell swoop have o  en been able to achieve more in 
the end (e.g., Canada and Bulgaria). Swi   integration in a couple of years is rare 
and likely possible only for a relatively small economy where the institutions 
to be integrated are modern, and public acceptance for integration is readily 
available (e.g., Sweden and Denmark).

(ii) Preparation for integration includes understanding the level of readiness refl ected 
in existing institutional, organizationa,l and operational conditions; investigating 
international best practices; and, accordingly, making strategic plans and 
designing projects to implement integration. The devil is always in the details. 
Due diligence undertaken by the top management in the initial preparation is 
an indispensable insurance for successful integration (e.g., the UK). Inadequate 
initial preparation can backfi re (Colombia), but the ground lost may also be made 
up as soon as the problem is recognized (Romania). In this regard, preparation 
can also be seen as a sequential process as integration progresses.

(iii) Among strategic objectives, the fi rst priority is enhancing eff ectiveness in revenue 
collection and services (the Netherlands). Only when this fi rst priority is secured, 
does it make sense to emphasize improving effi  ciency by ge  ing a bigger bang 
for the administrative buck in delivering services. With this reasoning, integration 
o  en seems to proceed in two stages. The fi rst stage entails operational and 
functional integration that enhances eff ectiveness, and the second stage sorts 
through organizational issues to strengthen institution building and improve 
effi  ciency (e.g., Bulgaria, Canada, Denmark, and Romania).

(iv) Se  ing integration timetables requires in-depth understanding of existing 
circumstances, a clear vision for the integrated revenue body, and detailed 
knowledge of available approaches. Strategic timelines may be made adjustable 
to pursue the best results possible (e.g., Canada) and as circumstances change 
(e.g., Romania); implementation timetables for individual projects need to be 
more precise to ensure steady progress (e.g., the UK). The degree of precision 
for a timetable also depends on the level of knowledge of the related project. 
Piloting and sequencing are both eff ective “phase-in” approaches for smooth 
implementation (Canada and Albania).

(v) Performance management has become an integral part of modernizing revenue 
administration through integration. During integration, it imposes an obligation 
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on management to assess progress and plan the integration based on measurable 
results derived from quantitative analysis. By such means, it helps establish a 
solid analytical capacity within the revenue administration to support ongoing 
policy making (Bulgaria). It is also well established that conventional quantitative 
indicators (e.g., cost to revenue ratio) have their shortcomings. Therefore, 
developing a set of sensible and comprehensible performance indicators is key to 
eff ective and effi  cient performance management (e.g., Canada and Ireland).

(vi) Institution building within the integrated revenue body is a long-term goal and 
hence takes time and persistent eff ort. However, building consensus through 
eff ective communications during the early and even the preparatory stage of 
integration will help lay down a solid foundation for the process of institution 
building (e.g., Canada, Denmark, and the UK). When competing with the private 
sector for talents becomes an issue, smart human resource strategy is also critical 
to the success of integration (Bulgaria).

(vii) The most common reason for a delay in the process of integration has been the 
necessity of dealing with obstacles thrown up by the existing legal framework 
when integration is initiated (e.g., Albania, Canada, and Romania).

(viii) The other costly error that may occur during the process of integration is 
choosing incompatible IT so  ware in the fi rst place (e.g., Bulgaria). Investment in 
IT so  ware and hardware has proved to be the major fi nancial cost of integration. 
Substantial training in using the chosen product is also required. Accordingly, 
it is extremely important to choose the right products in the fi rst place, and the 
process of acquisition should not be rushed. Like any sound investment, choosing 
the right so  ware requires a thorough investigation of the match between needs 
in the short-term (e.g. Romania) and long-term sustainability in terms of business 
process reengineering (e.g., Canada).

(ix) Among the possible risks during integration, the most serious are likely to be lack 
of leadership (e.g., Hungary), rushing into a merger with li  le preparation and 
no communications strategy (e.g., Colombia), lack of staff  support (Latvia) and/
or public acceptance (Colombia), and losing sight of strategic objectives owing to 
various setbacks (e.g., Hungary and, to a lesser degree, Romania).

In conclusion, we see three factors as the most critical for successful integration: a strong, 
visionary, and pragmatic leadership that is both politically neutral and fully supported 
by the government; a professional management team with strong skills in and dedication 
to strategic planning, detailed preparation, performance management, and consensus 
building; and internal and public support generated through eff ective communications and 
sustained by the benefi ts from integration.
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