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I. INTRODUCTION: THE ROLE OF A MODERN
TAX ADMINISTRATION

We are now witnessing the implementation of a new concept
regarding the role of the public administration in a democrat-
ic society. The two principles that best embody this new
approach are: (i) the public administration is an entity whose
main function is to render services to its citizens. This view
abandons the thinking that deemed the public administration
as an organization vested with vast powers and privileges
which could act irrespective of the needs and inferests of the
public; (ii) the public administration is a series of differenti-
ated functions which have different organizational needs and
working methods. This requires that we abandon the 19th
century view that the public administration is z set of more or
less homogeneous functions where the generalist can move
easily between functions or departments. As an example of
the trend towards skill-based professionalisr, modern tax
administration has become more like a financial services
organization than, say, a public entity in charge of promoting
culture.?

Within a more general framework of government reform, the
tax administration is a crucial element in enhancing the legit-
wmacy of the political group in power. It should promote and
provide a uniform application of the tax laws. It must, at the
very least, provide an impression of a uniform application of
the law if the political legitimacy of the government is to be
enhanced.

The proposed model for the administration of taxes is based
on the idea that the tax administration must collect the rev-
enue as specified in the law with a high degree of integrity,
while rendering better service to the citizen. In other words, it
must consider not just administrative costs but also compli-
ance costs. To achieve such objectives, we need to apply the
principles and methods of modern management to assist us i
the delivery of these administrative services.’

This perspective of the role of the public sector goes hand in
hand with the new found popularity of tax reform, which aris-
es out of a need of securing adequate and stable financial
resources to deliver public services. Tax reform in develop-
ing countries has mainly centered on two objectives: (1)
restructuring tax systems toward more efficient taxes that do
not distort market forces and (2) choosing taxes that work,
that is, taxes that are administratively feasible and raise rev-
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*enue. For example, greater reliance is being placed on indi-

rect taxes such as the value added tax, while less use is being
made of commodity specific export and import taxes. Unde-
niably, this new emphasis on taxes that work has shifted the
focus of reform toward the tax administration.* The experi-
ence of countries that have fundamentally changed their tax
and trade policies demonstrate that, if these economic
reforms are to be successful, there is clearly a need for rapid
administrative reform.’ It is now widely acknowledged that
fax law or tax policy is only as good as its administration. In
tax reform there is a strict and clear interrelationship between
good tax policy and tax administration.’ Simply, good tax
policy cannot exist without good tax administration. When-
ever actual practice differs from legislative intent, tax admin-
istrators are making tax policy and this may distort the
intended economic and trade policies and revenue yields. Tax
administrators do this by the allocation of the tax burden on
different sectors of the economy, and by altering the required
compliance costs incurred by the taxpayer.” The tax adminis-
trators can easily and directly atfect tax policies through the
assignment and allocation of resources to some taxes and not
to others. It has been said that “without a constant reorgani-
zalion of fiscal administration, without a daily improvement
of management methods, it will be very difficult for tax
reform to be constructive and feasible” ?
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Il. TRENDS IN TAX ADMINISTRATION
REFORM

A. Autonomy of the tax administration

A serious impediment to change in the tax administration of
many countries is that revenue institutions have traditionally
been part of the general civil service. In many countries this
has resulted in salaries that are too low to recruit and retain
the quality of skills needed for the efficient operation of a
revenue system. Furthermore, hiring practices become part of
the political patronage system where the main remuneration

. of an employee arises from the person’s ability to extract

compensation for favours given, or is based on the person’s
ability to use information obtained while working in the pub-
lic sector to his private profit either immediately or later.
There are few places in the public sector where there are
greater opportunities for these kinds of remuneration than in
the tax administrations. In such a situation the tax adminis-
tration will be perceived as being inefficient, incompetent
and corrupt. When this occurs there is a tendency to let the
salaries of the tax officials slide even further behind those of
their private sector counterparts. This often occurs with the
full knowledge of government officials. Hence, the system of
informal payments becomes institutionalized in order for the
tax administration to be able to survive. But the revenue loss
to the government and the compliance cost to business from
such informal payment schemes are huge. The public’s per-
ception of a tax administration’s integrity, efficiency and
effectiveness directly affects the citizens’ willingness to vol-
untarily comply with the tax laws. The central question of
this paper is, how does a government reverse this process?
How does it turn a corrupt tax administration system, that has
built up well defined systems to support this mode of opera-
tion, into a professional organization where the staff is will-
ing to work for only a competitive salary?

Even when the tax administration is viewed as being inca-
pable of handling its major functions, we often see other
independent public sector institutions, such as central banks,
being able to obtain the resources and skills needed to carry
out their functions.’

When one compares various central banks with the tax
administration in their respective countries it is clear that the
banks operate with greater efficiency and effectiveness. The
banks are most often looked upon by employees as the best
place to work in the public sector. There are several reasons
for this. First, the pay is usually higher. Second, employees
usually receive better training. Third, the office equipment is
much better and more modem. Fourth, the working condi-
tions (physical facilities) are usually substantially better.

Revenue authorities or distinct ministries, ouiside of the Min-
istry of Finance, with their own schemes of service and com-
pensation scales, have been established in a number of coun-
tries in order to provide the type of autonomy for tax admin-
istration that central banks enjoy. They have often been set up
with the objective of creating an institutional mechanism for
separating the professionally competent staff who are willing
to work for a competitive salary, from those who want to con-
tinue with the old system and perhaps are not capable of mak-
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ing changes. The altemative of setting up revenue authorities
has not always been successful. Often they have not been
able to establish their intended independence, or to obtain the
financial resources to operate effectively. In some countries,
frequent transfer of staff to other units of the service disrupts
operations and adversely affects specialization.

B. Professionalism in tax administration

The availability and retention of trained human resources is
by far the most important factor in determining the efficiency
of the tax administration. We need to recognize that the qual-
ity and honesty of a tax administration official is largely
determined by the environment within which the human ele-
ment is placed.’?

Professionalism in tax administration encompasses several
things: (a) an adequate remuneration for professional tax
administrators taking into account the responsibilities of their
jobs. Tax administrators should have incentives for promo-
tion and remuneration based on their performance and capa-
city; (b) there is a need for a job classification system that
clearly defines the responsibilities of each position; (c)
employment stability is needed to ensure that people stay in a
position long enough to justify adequate training so that they
are able to deliver a high quality service. This usually
requires that officials shouid enjoy working conditions free
of political interference and pressures, (d) for recruitment,
minimum requirements for each position must be established
and, in some instances. objective tests should be given for the
selection of candidates; and lastly, (e) in respect of training, it
should be given in an organized and structured fashion appli-
cable to each level of the tax administration. Further, training
should be furnished taking into consideration the human and
material resources availabie.!

. NEW STRUCTURES FOR A NEW TAX
ADMINISTRATION

A, Characteristics of a new structure

The above criteria can not be met if old practices and
restraints persist in the structure of the tax administration. In
effect, the call for a modemization of the tax administration
ofien requires a major overhaul of the present organization
and the introduction of new legal and administrative mecha-
nisms.

The proposal being made here is to restructure the tax admin-
istration very much in the same manner as central banks have
been established around the world. The laws of central banks
differ in their focus, scope and degree of detail. Nevertheless,

9.  Terkper, Seth E., “Improving the Accountancy Content of Tax Reform in
Developing Countries”, Development Discussion Paper No. 440 ITS No. 6,
International Tax Program Discussion Papers, Harvard University (November
1992), at 10; and 48 Bulletin for International Fiscal Documentation (January
1994), at 21.

10. “Professionalism in Tax Administration”, Studies on Tax Administration,
No. 18, Inter-American Center of Tax Administrators, Panama (November
1975), at 4.

11. Id.
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we may group the legal coding of the central bank indepen-

dence into four main issues:

(1) the appointment, dismissal and terra of office of the chief
executive officer of the bank,

(2) the policies over which it is given control,

(3) the objectives of the central bank and, specially impor-
tant for our purposes,

(4) the financial independence of the agency within the
guidelines set out in the law governing it.'*

Of course, an appropriate degree of oversight at the highest
levels is required. Such an autonomous form of organization
is one of the means by which a government can try to intro-
duce professionalism and efficiency in the assessment and
collection of taxes. Legal autonomy is, of course, an essential
component of actual autonomy, but not the only one. It is nec-
essary to provide the tax administration with the ability to
pay competitive salaries for the skills required, and to change
its administrative procedures so that it can operate efficiently
and effectively. This does not change the need for tax policy
to be made at the level of the Ministry of Finance or
Congress, neither does it preclude close cooperation between
the Ministry of Finance and the authority in charge of tax
administration,

In sum, the proposed changes for the tax administration

should have the following features:

(i) it should have financial independence, meaning that the
agency may allocate its budget as it deems appropriate. It
might have the possibility (not necessarily) to be legally
authorized to use part of the funds it collects for salaries
and/or personnel incentives and equipment purchases;

(ii) it should be an agency that is as an autonomous
administrative unit, capable of formulating its own
administrative policiés and objectives,

(iii) derived from the above two features, the agency should
be responsible for its own recruitment, training and
salary structure, and establishing a code of conduct for its
personnel. Along with this responsibility the tax adminis-
tration should be given the authority to enforce the rules
that are established.

Transition difficulties are inevitable. There will be issues
relating to: determining which employees should be retained
and the standards to be used to make the decision; where to
assign those who will not be retained, assuming they cannot
be dismissed from the civil service: what are the
standards/rules for setting the new pay schedule?

The revenue authority, if organized as a statutory body or as
a separate ministry, might be headed by a single individual,
perhaps a Minister, or by an appointed group of individuals
as a revenue board. Appointing a Minister to head such an
authority has had mixed success. In Canada such an arrange-
ment has worked quite well as the Minister of Revenue has
always been completely subordinate to the Ministry of
Finance on all tax policy matters. In both Bolivia and Ghana,
conflicts over division of responsibilities and authority in the
area of tax policy between the Minister responsible for the
revenue authority and the Minister of Finance has resulted in
this Ministerial appointment being dropped from the cabinet.
If a revenue board is appointed a further set of organizational
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and political issues arise, but the fundamental relationships

outlined below apply to either situation.

B. Oversight by a revenue board

The mission of a revenue board and the revenue authority it
supervises should be to:

Promote voluntary compliance to the highest degree possible; to
continuously improve the administration of the tax laws by ensur-
ing the nation’s revenue is collected and; to ensure the tax laws are
administered fairly, efficiently, effectively with a high degree of
integrity.
The board can and should perform a significant role in
accomplishing these objectives. However, the function of the
board should not be, or perceived to be, a replacement for the
line management of the tax departments. The tax departments
should be kept, to the greatest degree possible, professional
organizations for the administration of the tax laws. If they
become subject to a high degree of political interference,
obvious inequities are certain to arise and the legitimacy of
the tax system, and perhaps also the government, is likely to
suffer. In order to achieve the objectives, the board must have
specific responsibility for certain administrative issues and
operate as a policy committee by establishing objectives and
ensuring they are carried out in a timely and professional
manner.

Some of the responsibilities of the board should be to:
ensure that the tax laws are enforced with the highest
degree of integrity:

— ensure the departments (customs, excise and income)
coordinate and share information when and where there
is a need;

— establish an overall pay and classification structure;

— provide guidance and direction in resource allocation
{make sure the resources are allocated properly between
and among the various functions of the departments);

~ ensure that appropriate personnel and programme man-
agement practices are in place and carried out (this would
include such things as training, programme management
and personnel evaluations and corrective actions taken if
appropriate);

— recommend to the Minister of Finance legislative
changes needed to improve the administration of the tax
laws;

— establish an internal audit function staffed by profession-
al auditors who would be responsible for determining if
the policies of the board are being carried out properly
(the annual audit plan should be approved by the board);

— provide the Minister of Finance with revenue estimates
on existing and proposed tax laws; and

- establish and implement a written code of conduct for all
employees in the departments and the board.

No individual member of the board should be permitted to
make inquiries into the departments or make decisions with-
out the formal approval of the board. The day-to-day man-

12. See Cukierman, Alex, Webb, Steven and Neyapti, Bilin, “Measuring the
Independence of Central Banks and Its Effect on Policy Outcomes”, The World
Bank Economic Review (September 1992), No. 3, Vol. 6, at 356-366.
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agement of the board’s operations should be delegated to a
chief executive. However, the chief executive should not
have general or direct line authority over the department
heads (Commissioner of Taxes or Controller of Customs and
Excise Tax). The chief executive authority should come from
the board and be limited to making sure the depariment heads
carry out the instructions, decisions, policies and mandates of
the board.

The creditability, integrity and perception of the board is
directly related to its effectiveness and success. Therefore,
the criterion for membership on the board is a critical success
factor. Permitting someone from the business community or
the private sector accounting profession would, at the very
least, give the perception that the board cannot fairly enforce
the tax laws. At worst, members of the business community
or private accounting profession would have inside informa-
tion and could use the information for their private gain.
Within the tax departments their membership would be
viewed with suspicion and concern. It would raise serious
questions when their own tax returns or clients were being
audited or assessed a penalty. The professional staff of the tax
department would be reluctant to treat their returns in the
same manner they would treat others. The administration of a
nation’s tax laws is too important to take these risks. Ideally
the revenue board would consist of heads of the revenue
department and customs, and representatives from the Min-
istry of Finance, the central bank, the national planning agen-
cy (treasury board) and the auditor general’s office.

The efficient functioning of the board is somewhat related to
the size. There are several reasons to keep the number of peo-
ple on the revenue board to a minimum. First, a large board
makes it difficult to schedule meetings and come to a con-
sensus. Second, the larger the board the more difficult it may
be to locate individuals that do not have outside interests who
will be perceived to have a conflict of interest. Third, the
larger the board membership the less individual accountabil-
ity. Too few may not provide sufficient support or overall
experience to carry out the board’s responsibilities. The num-
ber of members should be between five and nine,

Members should not be permitted to send a representative to
the board meetings. Of course, members should be held to the
same rules of confidentiality as employees of the tax depart-
ments. The board should operate only as a board. Therefore,
board members should not be permitted to have individual
staffs.

It is extremely important that the board not have authority to
intervene in ongoing tax cases. It should not suggest a review
of specific cases, indicate in any way which cases should or
should not be examined, assessed or collected, or interfere in
an open or ongoing case. This prohibition should be in writ-
ing. It is appropriate for the board to inquire into and provide
direction regarding areas of non-compliance. Furthermore,
the board should have the authority to review, through an
internal audit, closed cases to see that they have been proper-
ly processed and worked according to the prescribed proce-
dures. The overall authority to administer the laws as it
relates to specific tax cases must rest with the head of each of
the departments.
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C. Privatization of administrative functions

We should also consider moving towards what some have
referred to as “the application of the subsidiarity principle to
the tax administration”," that is, assigning to the private sec-
tor those functions of the tax administration which can best
be performed by it, within the legal limitations of the given
country. By way of illustration, Mexico has undertaken a
major reform of its tax administration, in which it has priva-
tized many aspects of the computer system used to construct
its information. for administrative purposes. Thus, a private
firm is now providing the Mexican tax system with computer
services. The fimn is being paid through a fee collected
directly from the taxpayers and deposited in a trust fund. The
result is that the management of systems, the hiring of all the
personnel of the information technology side of tax adminis-
tration as well as procurement of equipment have been priva-
tized. Banks are also entrusted with being the sole receivers
of tax payments and with putting all the information from the
returns on tape. Moreover, the private sector was authorized
to print and distribute tax retums, registration and notice
forms.!

By the same token, in the customs area, warehousing has
been turned over to the private sector and customs personnel
withdrawn. The result has been an orderly management of
stored merchandise, a virtual disappearance of losses, timely
information, to name a few. A private sector customs auditor
was also created. These auditors can go over the work per-
formed by customs inspectors and are vested with legal
authority to rule on the outcome. '’ In many countries the task
of classification and valuation of imports has been turned
over to private surveyor companies who are better positioned
than customs to make this determination.'

As has been stated by Francisco Gil Diaz, “there are myriad
governmernital activities that can be delegated to third (pn-
vate) parties with no loss of sovereignty or authority. There
are many advantages to such delegation: salaries can be con-
siderable above civil service constraints, while costs can be
much lower. Accountability nises, efficiency increases as pro-
curement restrictions are short-circuited. And perhaps, what
is more essential, the primary objectives: revenue, compli-
aace, control, are enhanced through these auxiliary activi-
ties™.

In the United States the majority of states are currently using,
planning, or have used some form of privatization in their tax
administration. These activities include contracting with the
private sector to perform such things as; document storage,
deposit of funds, key entry of payments, collection, mail
room operations, computer programming, computer hard-

13.  Gil Diaz, Francisco, “The Subsidiarity Principle Applied to Tax Adminis-
tration™, paper presented in the Conference on Information Technology and Fis-
cal Compliance, sponsored by Harvard International Tax Program, Instituto de
Estudios Fiscales de Espana and Lincoln Institute of Land Policy, Cambridge,
Massachusetis (November 1992), at 4.

14. Id

15. Id.

16. Jenkins, Glenn, “Economic Reform and Institutional Innovation,” 46 Bul-
letin for International Fiscal Documentation (December 1992), at 590.

17. See Gil Diaz, supra note 13.
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ware operation, etc.'® Also, the US Internal Revenue Service
is currently considering a plan that would involve a contrac-
tual relationship with a private sector organization to collect
low dollar yield accounts they are not now pursuing because
of a lack of resources.

IV. REVENUE AUTHORITIES: COMPARATIVE
EXPERIENCES

Many of the changes in the role of the tax administration
have already been undertaken by a number of countries
around the world. I will refer, briefly, to some of those expe-
riences. '

In the case of Spain, a Tax Administration State Agency
(“Agencia Estatal de Administracion Tributaria™ or “AEAT")
was created in 1991 (although it was put into effect in 1992)
for the purpose of providing the Spanish taxpayers with a
mote modern organization that would enable the pursuit of
the objectives of the Spanish tax administration. The AEAT
is a public body vested with its own legal entity. Its main
objective is the effective application of the tax laws, It
encompasses the audit, management and collection of taxes
functions.

The AEAT came as a response to the need to improve some
of the problems still pending after the administrative reform
undertaken in the 1980°s, namely: (i) lack of a consistent per-
sonnel policy for the tax administration, (ii) an inadequate
budgetary and financial system and (iii) lack of coordination
of the government’s legal position for tax cases before the
Courts.

In Jamaica under the Revenue Board Act of 1981 a revenue
board was set up to be the central, independent agency with
responsibility for exercising a critical overview of the opera-
tions of the main revenue departments. As the central tax
administration authority, the board is responsible for direct-
ing, coordinating, inspecting and monitoring the activities of
Inland Revenue, Customs and Excise, Income Tax, Stamp
Duty and Transfer Tax and Land Valuation. [t has responsi-
bilities very close to those set out as a model in this paper.
Although its functions have evolved over time, on the whole
it has made a major contribution to effectiveness of the tax
administration.

In 1988, Peru created, by Law No. 24829, dated 6 August
1988 (further complemented by legislation enacted in 1992),
a National Superintendency of Tax Administration. The
Superintendency is a public decentralized agency, vested
with its own legal entity, its own financial, administrative,
technical and functional autonomy. It is charged, among
other things, with the design of fiscal poticies, the adminis-
tration, audit and collection of taxes and the drafting of Reg-
ulations to the tax laws. The Superintendency is further
responsible with the collection of taxes through the Banco de
la Nacion, which is in turn authorized to enter into agree-
ments with other financial entities.

Argentina passed, in 1988, Law No. 23.495, which intro-
duced substantial changes to Law No. 11.683, whereby the
General Tax Directorate is given autonomy in its organiza-
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tion, administration, patrimony, personnel, procedures and
control. The new statute allows the General Tax Directorate
to enter into agreements with state and commercial banks for
the purpose of collecting taxes. The General Director has
been vested with the power to organize and regulate the inter-
nal functioning of the Directorate, including but not limited
to, personnel administration and structure, assignment of
functions and responsibilities, etc. It also provides for the
establishment of a compensation fund to be allocated among
the revenue agents in accordance with a merit system which
takes into account the responsibility, professional qualifica-
tions and the output generated by the agents. The fund is
based on 0.60 percent of the amounts of taxes collected.

Colombia has followed a similar path. In effect, Decree No.
1643 of 27 Juhe 1991 provides for the organization of the
Direcrorate of National Taxes (“Direccion de Impuestos
Nacionales™). It provides, in substance, that the Directorate
will be organized as a special administrative unit, ascribed to
the Ministry of Finance and Public Credit, with a special per-
sonnel regime with its own nomenclature, classification, bud-
get, salary and hiring procedures.

Furthenmore, Decree No. 1647 of 27 June 1991 establishes a
personnel system for the Directorate of National Taxes. The
Decree provides for the creation of a fund with the purpose of
furnishing financial support to the modemization of the tax
administration, mainly through the awarding of bonuses to
the personnel in accordance with productivity and capacity.
The fund will obtain its monetary resources mostly from bud-
getary allocations, in amounts that are proportional to the
interest charges and pecuniary sanctions collected by the
Directorate of National Taxes.

Singapore, in September 1992, incorporated the Inland Rev-
enue Authority of Singapore (IRAS) to take over the func-
tions of the Inland Revenue Department. It will be responsi-
ble for the administration of income tax, property tax, stamp
duty, estate duty, international tax treaty negotiations and
some other minor taxes. The motivation for converting the
Inland Revenue Department into a statutory authority came
from the need to be freed from civil service restrictions on
personnel and financial management. It needed to be able to
offer competitive wages to attract and retain talent in the
organization in order to improve the quality of tax adminis-
tration. The tight labour market for such skills in Singapore
was making the conditions of civil service employment
increasingly non-competitive. The move to set up the Inland
Revenue Authority of Singapore has been accompanied by a
number of changes in administrative practices, and functions
to provide better service to the taxpayers while working to
reduce their compliance costs.”’ Singapore’s experience with
its Inland Revenue Authority is a case that should be fol-

18. See “Privatization Survey Release”, Bulletin, Federation of Tax Adminis-
trators, Washington, D.C. (20 July 1992).

19. The information provided in this section has been taken from Laws and
Decrees from the countries herein described. We appreciate the assistance kind-
ly furnished to us by Carlos Silvani from the International Monetary Fund
(IVIF).

20. Ow, Alan S.S., “Developments in Tax Administration in Singapore,” 9th
Asian-Pacific Tax Conference, November 1992, (Singapore: Asian-Pacific Tax
and Investment Research Centre).
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lowed closely by other tax administrations. Intent on achiev-
ing the highest level of compliance, but with a strong service
orientation, its commitment to becoming a highly modemn tax
administration will likely lead to innovations from which
much can be learned.

In Ghana the National Revenue Secretariat was instituted in
1985 and had power to design and execute structural and
operations policy. It took over the functions of the Revenue
Department of the Ministry of Finance. The Secretariat was
empowered with Ministerial responsibilities for all revenue
policy and implementation and complete authority for super-
vising the operations of the revenue institutions in the coun-
" try. However, it shared the role of policy formulation with the
Ministry of Finance. Between 1985 and early 1991, it was
headed by a Minister of State and Chief Director (equivalent
of principal secretary) who reporied directly to the Cabinet
and Office of the Head of State (now President).

There was initial resistance to the change in revenue admin-
istration by the top hierarchy of the civil service. The persis-
tence of this opposition, coupled with glaring fiscal policy
conflicts between the Secretariat and the Ministry of Finance,
led in early 1991 to a policy roll-back. The Secretariat
remains an autonomous institution but is responsible to the
Minister of Finance and the Chief Director (Techmical) at the
Ministry. Fortunately, the roll-back policy in connection with
the National Revenue Secretariat did not affect the autonomy
of the revenue institutions.

Most recently Zambia enacted the Revenue Authority Bill,
1993. This law established the Zambia Revenue Authority
that will consist of nine board members who will have
responsibility for all the income and custom taxes. The law
provides for a Commissioner General who will occupy a full
time position and carry out the revenue authority’s policies
and procedures. The law further provides that the effective
date of the authority will be set by the Minister of Finance.
Currently, they are in the process of developing a set of
implementing procedures and guidelines with an expected
date of implementation of 1 January 1994. The new authori-
ty will not be required to retain any of the employees of the
old tax departments. These employees will either retire, be
transferred to other agencies or terminated. Of course, those
that meet the newly established criteria can be selected to
work in the newly formed tax organization.

The above experiences show that the trend for a separation of
the tax administration from the public administration is gain-
ing momentum. It also shows that there is still much to be
done in this field. The degree of independence vested upon
the tax administration varies from country to country. Never-
theless, these experiences are significantly important for
countries which are currently undergoing administration
reform efforts.

IV. CONCLUSIONS

We have emphasized throughovt this paper the need to pro-
vide the tax administration with a flexible structure that
would allow it to fulfill its administrative and statutory obli-
gations. At the same time, many countries are now trying to
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break out of their old cycle of tax reform and failure due to
costly administration processes that also lack integrity. A
possible structure that might assist and should be considered
in the achievement of this objective is the creation of a sepa-
rate administrative unit, namely, a revenue authority, vested
with financial and administrative independence. The experi-
ence of central banks throughout the world serves as a model
for the setting up of such an independent agency.

Some of the countries have taken bold steps toward tax
administration reform. It is perhaps too early to reach sweep-
ing conclusions, but the results of these reforms indicate that
this may be a promising path to take. Many have been quite
successful, at least at the initial stage, ridding the tax admin-
iStration of many unnecessary, incompetent or untrainable
employees while introducing modem information and man-
agement systems.

Further, careful consideration should be given to the possibil-
ity of privatizing functions of the tax administration that can
be more efficiently performed by the private sector. There
will be considerable benefit derived from incorporating many
of the management techniques used by the private sector in
the tax administration. There is a need to continue to instill in
the minds of the public administrators the notion that, as
members of a tax administration, they should act and be ser-
vice providers. As such, their actions will be measured in
accordance with the quality and efficiency of the service they
provide both to the government and the taxpayers. While this
may be a significant departure from past practices of the tax
administration, it is clearly the future direction of many mod-
em tax administrations.
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