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Introduction – terminology

Term Meaning

Commercial off-the-
shelf software (COTS)

Standard software sold by vendors to support the 
functionality of any tax administration

Bespoke (custom-built) 
software

Software made to order, to support the 
functionality of an individual tax administration

Configuration Modifying software e.g. for tax rates countries

Customization Modifying COTS to support specialized functionality

Out-of-the-box 
functionality

Immediately operable functionality of a COTS



Benefits of ICT in tax administrations

Benefit Impact

Greater potential 

for revenue 

mobilization

• Return on investment in additional tax revenue should be 

several times the cost of the new system in the first year.

• Sustainable revenue from systems-supported 

administrative systems and revenue growth over 

decades.

Efficiency • Greater efficiency across all functions, including those 

with direct relevance to increasing DRM:

• Enhanced risk management for better audit case 

selection. 

• Better detection of fraudulent tax refunds.

• Ability for the tax authority to view the taxpayer in an 

integrated way across all tax types.

• Reduction in taxpayer compliance costs and agency 

costs.



Transparency • Unique user ID with attached audit log of transactions 

ensures accountability.

• Use of discretionary powers must be within 

parameters that the system can monitor.

• Documents are stored on system electronically and 

provide an evidentiary record.

• Internal control systems contain alerts when unusual 

behaviour by staff is detected.

• Systems access allows only required users to access 

certain functions.

Governance • Improved management information reporting assists 

management decision-making.

Benefits of ICT in tax administrations



Decision-making on ICT systems change



Design of tax ICT systems



Phases in the implementation of an ICT system



Procurement

• Procurement should be conducted according to the rules of the 

donor organization, based on a documented set of business 

requirements and ICT requirements. 

• The business requirements should be based on a review of 

business processes, which will highlight gaps between current 

practice and required practice. 

• The requirements need to be frozen at a particular point – the 

longer the tender runs the more out of date the requirements 

are.

• Study tours of other countries where tenderer’s software has 

been successfully implemented can help.



Procurement

• The KfW report suggests that the capability framework of the tax 

authority should be mapped, then each system on offer 
assessed against this and rated using a scoring system 



• In 2013 the Finnish Tax Administration reformed their information 

systems, replacing seventy tax systems with one.

• The tender selected was the US Fast Enterprises’ Gentax

taxation software, along with Finnish-Estonian Nortal, with 

implementation cost for €62 million with the overall price of 

procurement running around €226 million over 15 years.

• Also competing in the bid was IBM, whose bid of €38 million with 

a total value of €143 million over 15 years was rejected as being 

“abnormally low”.

• IBM appealed the decision to the Market Court. IBM lost the 

appeal, but delayed implementation of the new system by a year.

Case Study: Finland



Implementation

• Establishment of project office – planning, procurement, financial 

control, recruitment

• Appointment of project team – ICT and business representatives, 

super users

• Change management strategy in place

• Risk management strategy in place

• Resources (office space, PCs etc) provided for staff of vendor

• Establish a working relationship and lines of communication 

between the tax authority staff and the vendor’s staff.



• Review of business processes to identify:

o improvements which require both law and systems changes;

o improvements which require either a law or systems change; 

and

o improvements which require neither a law or systems change.

• The latter category should be used for a “Quick Wins” program of 

change, to put “runs on the board”, or early victories which can get 

the organization and the public to support the overall change 

program.

Quick wins program



Summary of the pros and cons of each option



• The link between integrity and tax effort was described in an IMF 

paper presented at an ADB/ ADBI conference in Sydney in April 

2017 themed “Tax and Corruption”. 

• The paper mapped the Tax: GDP ratio of all countries against the 

Transparency International survey on perceived corruption.

• The study found that: “The effect of corruption is statistically 

significant: it shows that, all else equal, an improvement in a 

country’s corruption perception indicator by one standard deviation 

(22 points) is associated with a tax revenue increase of 0.88 
percentage point of GDP.

Link between integrity and tax effort

Source: Corruption: Costs and Mitigating Strategies, IMF, April 2017, paper 

presented by Sanjeev Gupta, at the “Tax and Corruption: An Asia-Pacific 

Perspective” conference, Sydney.



Case study: Romania

• The World Bank’s Revenue Administration Modernisation project 

(RAMP) in Romania will provide improvement to the tax authority 

across 8 components, with a value of €70 million. The project was 

approved in April 2013.

• A central feature of the project is the acquisition of a new revenue 

management system, through a tender process conducted under the 

Bank’s procurement rules. 

• Six vendors of COTS software have tendered to provide the new 

system, and they have been identified publicly as part of a 

transparent procurement.



• The expected increase in tax revenue using the productivity rate of 

VAT and Corporate Income Tax (CIT) calculated by: [(total 

tax/GDP)*tax rate], is to increase baseline VAT from 35.8% to 46%, 

and baseline CIT from 11.9% to 21%.

• A review of the project in June 2017 found that the project’s 

timeline had slipped. The original closing date of the project in 2019 

has now been extended to 2021. The review found that this was 

due to:

Case study: Romania



Case study: Romania

“The bidding process for the revenue management system has been 

delayed. There are more than 50 [tax agency] staff involved in the 

evaluation. The criteria for evaluation are far too complex and detailed. 

They appear to be driven by a desire to protect the individuals involved 

from potential questions from the Court of Accounts rather than focusing 

on procuring a high performing revenue management system.”  

The good news: The review found that: “A "quick wins" team has been 

set up under the leadership of the [Project Implementation Unit] head. 

The program was fully supported by NAFA management and has seen 

several important early results.”



• The ten-year time frame for the project, from concept in 2011 to 

finalization in 2021, is much too long, and should be in the vicinity 

of three to five years;

• Selection criteria need to be simple and clear, focussing on 

evaluating the proposed functionality of each vendor’s tender;

• No project champion was appointed – it is not even clear which 

senior executive is responsible for the project;

• The “quick wins” approach appears to be successful; and

• The transparency of the tender process, including publication of 

many relevant documents (but not the tenders themselves) 

assists in improving integrity.

Case study: Romania - conclusions



Questions?

Please contact:

for Domestic Resource Mobilization Trust Fund  

Yuji Miyaki (ymiyaki@adb.org)

for Proposed Technical Assistance for Tax Transparency 

Enhancement of ADB DMCs

January A. Sanchez (jsanchez@adb.org)

mailto:ymiyaki@adb.org
mailto:jsanchez@adb.org



