Work proactively and in cooperation - make sure that third
parties are part of your trust-based strategy
The culture that should permeate the Tax Administrations should be to prioritise proactive
measures. This will utilise resources efficiently and reduce financial and administrative costs for
both the Tax Administration and tax payer.
Cooperation strengthens trust. The purpose of cooperation in the field of tax should be to put
the tax payer in focus and, more specifically, the environment that the tax payer operates in. By
working together Tax Administrations can gain valuable insights into taxpayer behaviours, the
challenges they face and the concerns they may have. The Tax Administration is just one of a
number of players in a taxpayer’s business environment.
Tax Administrations working closely together, with taxpayers and other stakeholders including
other Government agencies, advisers, industry representative bodies, and other Tax
Administrations, will strengthen trust between the parties.
Experiences from Tax Administrations across the EU show that it is valuable to have systems
in place to engage with stakeholders on different tax topics. It is possible to develop ways to
listen to relevant stakeholders with a view to making tax compliance easier.
Tax Administrations should explore how cooperation between the public sector, private sector
and intermediaries can function within its specific jurisdiction. Cooperation with other Tax
Administrations can also enhance trust. It can be complicated for taxpayers to understand why
different Tax Administrations differ in their approach, actions and behaviour.

Cooperate with other public sector organisations

When differences arise between public authorities, public trust can be affected. There should
be co-operation between all relevant authorities, particularly where an issue affects another
Government agency as well as the Tax Administration (e.g. overlaps between tax and social
security services). To strengthen trust, it is important that the Public Sector can work as a
whole, and contribute to improving citizen’s lives and this will increase confidence and trust
with Tax Administrations and other Government agencies
Relations with public administrations in Member State that have their own taxes (such as
regions, provinces or cities) would be beneficial and collaboration should increase trust with
taxpayers. If taxpayers receive similar treatment from different bodies in similar scenarios,
greater tax certainty is achieved and taxpayers trust in the whole system will increase.

Engage with private sector stakeholders

Building strategic relationships and working relations with key private sector stakeholders can
have a positive impact on the overall tax environment. It is possible to collaborate with the
private sector in the development of new procedures or tools. Early engagement regarding new
legislation will increase legitimacy. These relationships can also help build a sense of fairness
which will contribute to increased levels of trust.

International forums have initiated cooperative compliance programmes aimed at providing
assurance that companies are being compliant. Framed as part of the trust based approach,
such programmes can be a valuable tool to engage with external stakeholders. However, to
achieve the sought after effect it is essential that the measures are fully transparent, both for
those partaking and for other stakeholders.
Collaboration with software developers might be beneficial for some Tax Administrations.
These developers can assist taxpayers to integrate their tax obligations into their existing
business systems and this allows for a seamless transfer of data to the Tax Administration. Any
collaboration with external bodies must have due regard to data privacy rules and
confidentiality agreements should be in place to protect taxpayer information.

Intermediaries

What applies to taxpayers also applies to intermediaries such as Tax Agents or Tax
Practitioners. These intermediaries provide an important function as they assist many
taxpayers with their tax compliance obligations. It is therefore essential to build good working
relationships with them and this will improve taxpayer’s trust in the Tax Administration. Tax
Administrations are encouraged to implement a strategy for cooperation with intermediaries.

Liaise at a strategic level with other Tax Administrations

Taxpayers are now acting in an increasingly international environment and may be interacting
with a number of different Tax Administrations. In this regard, trust and cooperation between
Tax Administrations in different countries is important as it will contribute to a better
environment for taxpayers. Therefore, Tax Administrations should continue to explore
different ways to cooperate.

Country Examples
LITHUANIA:

In the Strategic Activity Plan for years 2020-2022, the Lithuanian Tax Administration has a key
performance indicator of a ratio of respondents (natural and legal persons) who justify tax
evasion as compared to all respondents of the survey on the level of taxpayer awareness and
shadow economy. The target of this indicator for 2020 is 17.3%.
The Tax Administration periodically conducts surveys on taxpayer trust in the services
provided. According to the survey conducted in 2018 as compared to 2017, the general
indicator of trust in the Lithuanian Tax Administration has reached 74.2% as compared to
65.4% in 2017, while the indicator from large taxpayers has increased from 59% in 2017 to
64.9% in 2018 and for the other companies has increased from 68% to 76.8%.
The results from both surveys, which are not limited to two indicators, are thoroughly analysed
and discussed with staff. From these results, the Tax Administration gets insights into what
improvements in services are needed. As these are general indicators and changes are
dependent on many factors, we use them as additional information during the development of
new initiatives. Certainly, they become more important during strategic goals setting process.

As the results improve, the whole STI team feels happy and proud, but we continue to
improve our services and to reach greater and more sustainable taxpayers trust.

SWEDEN:

How to let taxpayer’s perspective influence performance management
These are some examples of how the Swedish Tax Agency let taxpayer’s perspective influence
performance.


Instead of using traditional indicators and goals for response times as ‘answer within X
minutes’ we use ‘answer within reasonable time’. Reasonable time varies for taxpayers
and we try to allocate resources to meet and foresee taxpayer’s needs from taxpayer’s
perspective. We also believe there is a risk of disappointment in targeting a fixed time.
Even though the purpose of aiming at response time is an important indicator and a
way to build trust, the result may turn out to be the opposite.



We use knowledge and insights from polls and studies as a base for performance
indicators in the organisation. Helpful attitude, respectful treatment and the use of
plain language in communication are, among other indicators, used to determine
performance of our co-workers.



Conversations with taxpayers over the telephone are sometimes monitored by an
internal coach or manager to provide feedback and improve the co-workers
performance i.e. taxpayers with different emotions in a helpful and professional way
and to determine the ability to give relevant information to the taxpayer based on the
taxpayers needs and situation. In the same way, the written language in different types
of tasks are regularly reviewed through quality monitoring. We have learned that the
improvement of language in terms of talking and writing in a clear and understandable
way is an important factor in the perceived treatment and by that also an essential key
to trust.



Over the years we have changed our goals and objectives so that they support the
actual purpose of our activities. Going back twenty years our objectives, to a large
extent, were focused on how many enforcement activities we could do and how much
money we could collect. As we moved our strategy from a focus on deterrence to a
larger focus on how to strengthen voluntary compliance, we realised that we also had
to change our goals, objectives and what we measure. As an example, uncertainty about
the outcome of a task is something that many taxpayers see as disturbing. We realised
that this could affect trust and as an extension voluntary compliance. Consequently, we
started to monitor throughput time for several important types of tasks. This showed
our staff that time and transparency about our work is important for our overall
purpose. This had a great impact on prioritising throughout the organisation and
changed behaviour amongst the staff.

AUSTRIA:

Target agreements represent a significant element of the management philosophy of the
Austrian Federal Ministry of Finance. They guarantee the predictability of performance and

resources in the Tax and Customs Administration and are therefore also a requirement for selfmonitoring and financial controlling.
Six strategic objectives are defined for the tax offices, customs offices and federal departments
through core areas and performance goals.
Management of core Activities and Objectives


Objective I Development of customer relations to improve tax compliance



Objective II Risk-oriented audit and control activity



Objective III Timely and correct levy of taxes and duties



Objective IV Protection of society and economy

Objectives for Internal Development


Objective V Employee support



Objective VI Organisational development

The target agreement must always take into consideration the principle of impact orientation,
which is an important element of the reform of federal budget law. In order to evaluate this
impact orientation, certain key indicators are monitored continually.
The target agreements are in line with the quality and performance standards defined in the
Charter of the Tax and Customs Administration for relationships between the Administration
and citizens, which are based on transparency, trust and cooperation as well as the regulations
in the organisational handbook and in supplementary decrees.
As a service-based administration, the Austrian Tax and Customs Administration also
guarantees performance standards for businesses and citizens.

Research
The importance of third-party reporting, tax practitioners and other public agencies –
evidence from research
Third-party reporting and income withholding are essential for compliance
Third-party reporting – where employers, banks, pension or investment funds report taxable
income earned by individuals directly to the tax administration – is incredibly important for
securing tax revenue and has been an integral part of developed economies’ tax systems for
years. Combined with employers’ withholding of employees’ income, third-party reporting can
reduce the degree of non-compliance for personal income tax to only about one (1) percent
(IRS 2019, Lederman 2010) by virtually eliminating the opportunity to evade (Kleven et al
2011). In a sense, such a regime dissolves the distinction between voluntary and enforced
compliance by dramatically narrowing the scope of choice in the taxpaying situation,
establishing automated compliance as a new default.

Tax practitioners influence compliance decisions – and are susceptible to actions and
communication by tax authorities
As an intermediary between taxpayer and tax authority, the tax practitioner faces a constant
dilemma by being both an advocate for the taxpayer and fulfilling a duty towards the tax
system (AICPA 2009). Research on the interaction between tax practitioners – i.e., tax auditors
and tax professionals – and their clients documents the important role of the former in shaping
compliance decisions of the latter. However, research also shows that practitioners are to a
large extent open for persuasion by tax administration actions and conduct.


Based on a survey of 1373 tax practitioners selected from the Australian Taxation
Office’s database, Wurth & Braithwaite (2017) argues that tax practitioners could be
divided into three main categories or ‘clusters’ (plus a residual group of outliers): The
duteous; the contingent (i.e. conditionally cooperating); and the aggressive. Comprising
22 percent, 63 percent and 14 percent, respectively, the fact that the middle group of
contingents is by far the largest suggests considerable potential for tax authorities to
affect the behavior of tax practitioners by way of action, communication and conduct
in general.



Bobek et al. (2019) studies contentious interactions between tax professionals and their
clients from the professional’s side via two surveys including a total of 229 tax
professionals. They find —among other things— that more than two-thirds of the
time, tax professionals are able to persuade clients to change their original position,
partially or fully.



Examining the survey results from a sample of 143 tax professionals from various
organizational and corporate backgrounds, Blanthorne, Burton & Fisher (2012) show
that the ability of tax professionals to reason morally influence their reporting decisions
irrespectively of what the client prefers. They find that as the level of moral reasoning
increases, the aggressiveness of the reporting position decreases. Combined with the
potential for tax authorities to affects tax professionals, this opens up prospects for
trust-based engagement with tax professionals.

Public sector agencies depend on each other in building and maintaining citizens’ trust
Trust in the tax authority and tax compliance is not only affected by the tax system and the tax
authority’s administration of tax laws. The operation of the public sector in general matters,
too. As documented with respect to the dynamics of trust (see guideline #6), trust in
government in general can influence taxpayers’ willingness to comply by affecting trust in the
tax authority specifically. Perhaps not surprisingly, it appears that there may well be significant
spillover effects from trust in public sector institutions in general to trust in the tax authority.


With respect to trust in government, Jimenez & Iyer (2016) find that trust in
government has a significant influence on both perceived fairness of the tax system and
compliance decisions based on a sample of taxpayers in the USA.



Along similar lines, Güzel, Özer & Özcan (2019) find that trust in government in
general is systematically linked to tax justice perceptions and tax compliance among
independent accounting professionals in Turkey.



Both studies support an earlier result in the literature found in a study by Scholz &
Lubell (1998), who find that trust in government significantly increase the likelihood of
tax compliance even when effects of an internalized sense of duty to obey laws and the
fear of getting caught evading taxes are also accounted for.
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