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Abstract. Throughout the years, the tax administrators have been constantly concerned about developing new ways of improving
institutional performance by increasing the effectiveness of tax control and providing taxpayer services that may allow them to better
comply with their tax obligations. With varying levels of result, a fundamentally important problem appears to be the difficulty faced by
the tax administrations to adopt and put into operation integral management models that may lead their administrative processes. The
complexity of the mission of the tax administrations and the dispersion and multiplicity of its various activities in a permanently
changing environment, call for the development of these models which are, in essence, the determining success factor of the
organization in complying with its mission. If there is no adequate integral management model that may guide and ensure the
organization’s action toward achieving the objectives, which may, in turn, allow it to fulfill its strategies and mission, coherent results
with the purposes sought will not be achieved and it will likewise be very difficult to obtain good results with respect to control as well as
adequate levels of taxpayer services.
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I. INTRODUCTION

This document will be focused on showing how technology allows for making significant changes, in the administrative
process in general, as well as in the control of taxpayer obligations and in the better provision of services by the tax
administrations. Concepts which are basic, although essential for purposes of the subject matter being considered, will be
presented, and likewise, an analysis will be made of the importance of digitalization of the management processes and daily
activities, until arriving at the integration of information and the control of results. Additionally, in operational terms there
have been difficulties related to the implementation of information systems whose qualities and merits may allow it to
become part of the organizational context wherein they render their services, with adequate levels of effectiveness.

SURVEY OF TAX ADMINISTRATION:

The adoption of an integrated management model is of great value for the adequate functioning of the tax administration. As
part of the IMM, initially one must define the strategy, which will be adopted to control the compliance of the obligations of
the taxpayers and the strategy to provide these taxpayers with services, which will facilitate the complying with obligations
and also the need for additional control. Starting from an adequate analysis of the outside environment and real internal
capabilities, one must explicitly determine the control strategies and service for the taxpayer. This means establishing clearly
on which sector of taxpayer or segments of tax evasion one will act, what actions will be taken to control efficiently the
sectors of major noncompliance, how one will make available the resources to exercise the controls, what actions will be
taken to improve institutional abilities and related control capabilities, and what type of service and attention will be offered
to the taxpayer. The IMM must ensure that these strategies will be translated into measurable and realizable objectives, and
specific action plans. That the plans of action are executed through the administrative processes and that these processes are
controlled and evaluated. The administrative process (planning, organization, direction, execution and control) will be
inserted in the IMM, establishing work and information flows, which operate horizontally through the different key areas
finalizing in specific actions of service to, or control of, the taxpayers. In this manner the operating work is a part of the flow
of a process and not as something separate, to ensure its integration and consistency with specific and superior objectives and
strategies.The integration of the administrative process by means of process and information flows constitutes the basis for
carrying out effective control actions and for offering adequate services to respond to taxpayer needs. Results achieved must
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be permanently measured to guarantee compliance with the strategies and the institutional mission, by means of management
control systems, in a continuous cycle which permanently provides feedback to the administrative process. This is one of the
keys to institutional success and for this reason we will analyze it hereunder.

GRAPH1 -IMM

T
H ez «ENHANCE COMPLIANCE
! A:::lf "?s «EVASION REDUCTION
' | ys «COLLECTION INCREASE
] [p— Lecosuassesnosnnanesnnesresnenannarosnsa
H
: CONTROL AND

SERVICE
STRATEGIES

Institutional
Capacity
Analysis

OBJETIVES AND PLANS
OF ACTION

'

ORGANIZATION

l L l l l l SERVICE

“-1-1  FLOWS OF INFORMATION ha

ACTIONS

i
1
[l
1
1
'
1
'
1
1
'
[
1
i
H
'
[l
1
1
1
1
1
'
H
'
'
1
i
1
r==1% MANAGEMENT PROCESSES jtealdp CONTROL Al
1
1
1
1
[
[l
1
Il
'
'
1
]

gy S ———

-

Technology will allow the evolution of the tax administrations wherein administrative control (AC) plays a preponderant
role. It will allow passing from the measurement of production or service units, to the relevant measurements of the
performance of processes, and the measurement of final results of the operation. But this is only possible if one has an IMM
available which functions in accordance with the needs of the tax administration, and which develops and strengthens the key
factors for the success of the mission. However, establishing an IMM is a necessary condition but not sufficient to obtain an
effective AC. The different models used have not been able to guarantee that the departmental and individual performance
will coincide with the overall performance needs. The objective of AC necessarily implies the realization of a level of
performance to be compared with the expected behavior at each level. But, until now the information systems have not
provided sufficient help to achieve a detailed measurement in lower organizational levels, which would be the starting point
to consolidate the different levels of behavior. Much effort has been made by the tax administrations to collect, validate, and
consolidate information of the activities of the operation, through information systems not integrated to the flows of
processes and information. The purpose of obtaining information, has also brought the generation of new manual processes
of work, in addition to those already established, principally at the local levels. In the central levels of the organizations, it
has created bureaucracies for the sole purpose of creating new procedures to collect information, validate reports submitted
and carry out the consolidation of information for global reports These efforts, in many instances, have resulted in
measurements and reports, with a low level of trustworthiness, and in many instances incoherent in the face of changes in the
variables, the processes or the manner used to collect data. To establish a good AC, one must take great care in the efficiency
of the information process, to generate and obtain information which is really necessary, not redundant, because we run the
risk of flooding ourselves with data which is unusable when we wish to measure the results of the operation. The information
for the AC must be adjusted to the needs of the tax administration, which are determined by specific characteristics such as
the type of management used, the levels of authority, the level of performance of the body of directors and executives. It is
convenient to determine the areas and key factors of the operation and establish for each one, what is the relevant information
which will allow us to follow the route and measure the pulse of its performance with the frequency and opportunity we
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require. In relation to the use of the information we have to determine in real terms its trustworthiness. This means among
other things to guarantee the objectivity in its supply and precision and ensure that it may be unified with other information
and maintain its significance.

The new technologies provide new opportunities, bring us additional speed to obtain and use the information and help us
reduce errors associated with the generation and supply of information. The information obtained this way is an effective
support to the taking of decisions, its breadth and easier availability are useful to us to achieve better adaptation of our
processes to the environment. We can with greater ease use variables with a certain quantity and quality. The availability of
the same invites us to stimulate the processes of analysis and diagnostic and allows us to determine clearly the cause of
difficulties, helping those in position of responsibility to resolve them. As a result the organizational dynamics are
strengthened and better factors of competitiveness can be constructed.

VISION OF THE IMPACT OF NEW TECHNOLOGIES IN THE TAX ADMINISTRATION:

When we refer to new technologies, we are talking principally of the infrastructure of connectivity at high speed, the software
and hardware products which operate on it, and the effects of the synergy of their popularization on all areas, and the
subsequent impact on technological evolution. There is ever more greater speed in communications, which will probably
reach the same or somewhat slightly lower rates achieved in computer processing, but which nevertheless will be
substantially greater than the current ones. The communications network infrastructure with high speed links and
accordingly, more users connected thereto is expanding very rapidly. This is generating growth of the internal webs for the
use of systems under web technology, growth of specialized software products, new tools for the development of software
and new computer standards used for accounting and financial programs. Also, new elements of security and authentication
of transactions are being generated. The progressive growth of the capacity of processing and storing will continue probably
at greater speed than the present one, which will make it increasingly cheaper to access these tools. Many more digital
accounting, financial and tax transactions will exist. The popularization of systems that operate in real time will permit the
immediate interconnection with different databases and the immediate crossing of transactions for their verification, loading
or tax credit. Now it is possible to have access to the systems from anywhere, with only a PC and a navigator, or a mobile
phone, which in turn causes the systems to adjust themselves, change their formats, and modification of processes.

The new technologies reduce processing times and production cycles, permit rapid adjustments in the procedures, grant
greater flexibility, which translates into increase in effectiveness. The impact of the new technologies in the tax
administrations, is a consequence of their employment on a worldwide basis. Their rapid expansion, growth and increasingly
lower cost, permits us to achieve clear advantages to improve our administrative processes. Now we can offer services which
were not feasible before. We can locate our offices to attend the taxpayer in any part of the world in which a PC connected
with Internet exists. Our services can be available to anyone, without requiring physical presence in any of our geographical
offices. Taxpayers can file returns or make their payments from their homes 24 hours a day, 7 days a week and our operating
costs to provide this service, are minimal compared with the traditional operating schemes. Technology allows us
increasingly to know more details of each taxpayer and administrate this information to be able to offer personalized services
and specific specialized controls. The quality of the information of the transactions carried out by the taxpayers with the tax
administration improves significantly. Not only can we capture the data from the source that generates them, but we can offer
the programs that allows them to generate the data, prepare their returns, settle their taxes and in general allows them to
comply with their tax obligations. We can also increase the means to receive mass information from taxpayers and
information agents, reducing significantly the time for processing and availability of that information. Many of the controls
that were applied traditionally through massive subsequent procedures can now be applied interactively on line. It is now
easier to capture more and better information from the external environment in which our administrations interact. The
possibility of capturing internal information also grows. In addition to the obvious advantages related with the contact with
taxpayers, internally the benefits are very important. In the first instance, we can have direct contact, on line and interactive
with all our branches and employees. The aspects of releasing information to employees at all levels is simplified by
publicizing the information in our internal portal or the simple use of e-mail. The interaction between the different
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organizational levels and employees that make them up is now possible on a dynamic basis. New mechanisms are created to
carry out the work on a group basis. Before it was necessary to transfer people in order to carry out any work on a team basis
or execute different activities of the same process. Now you only have to connect them.

DIGITALIZATION OF MANAGEMENT:

Good information is obtained directly from the source in which it is generated. It is better, if during the generation of the
information, the relevant data of the same, which is known in other instances, is extracted and stored simultaneously. It is
even better, if during the generation of the information, it is stored in such a manner that the relevant data can be extracted at
any time in the manner required. Previously we mentioned the need of establishing workflows and horizontal information
throughout different key areas of the organization, which finalize in actions against the taxpayers. We also mentioned the
importance that the operating work is involved in as part of the flow of a process. In addition, we should think what would
happen if all the operating work, including the simplest used in the control of taxpayers, is carried out with the help of
modern technology, which simultaneously stores information and feeds the following task in the sequence of the process. We
should now think that this occurs with all the tasks in the process of administrative control. In this manner, we would have all
the information required instantaneously. We could know at each moment, what is happening with the task, each process,
with each objective, with each planned strategy. We can know the result of the last month in relation to the current one, from
yesterday to today, including at a detailed level. In this manner the management control information would be the result of
the realization of the processes and not the result of executing additional operating task, such as filling out a form or
preparing a report. The administrative control information would be a natural element of the execution of the processes, it
would be an aggregate value obtained during its execution. Additionally this information would be a natural element of
management, direction and planning. If operational tasks are part of the flow of a process, assisted by technology, which
provides feedback and allows or renders possible their execution, they add value to the productive chain which is promoted
through the use of technology.

THE PROCESS NETWORKS:

Since the control base is in the processes, and in how these, when integrating and flowing through the organization, generate
information flows, we should analyze the creation of networks of processes. In essence, they are the ones that allow us to
undertake the control and service actions and certainly may guarantee us a better quality in taxpayer assistance. The
importance of this aspect is also found in technology’s significant contribution to this area. Conceptually, we have analyzed
how these processes follow strategy, i.e. how the control and service strategy, finally, is the one determining which services
should be put to work to achieve the planned actions. Therefore, we will not focus on practices to adequately define
processes, but rather on the way in which we may use technology to build processes dynamically. We will add to the
technological definitions known by everyone such as Internet, intranet, e-mail, Web applications, databases, call-centers, one
more: work flow. The workflow consists of partial or total process automation, during which documents, information or tasks
are transferred from one person to another to carry out other activities or tasks, according to a set of predefined rulesl . The
workflow allows us to create networks of processes totally or partially automated. The workflow management systems
feature easy integration with other information systems, being these workflow managers too, specific applications, email,
document managers, or any other information system. Moreover, the standards of new technology regarding IT, have taken
care of their connectivity. That is, their capacity to interact and interrelate with various software and hardware products. The
previously mentioned allows us to use different ways to facilitate how tax administration employees carry out their activities,
the interaction between different areas, organizational levels and geographic locations, and the access to multiple information
of different nature. This allows us to offer the taxpayer various ways to facilitate the compliance of their obligations and
provide better levels of service too. To make more effective the creation of networks of processes, it is essential to identify
the key management factors and work on them to define their most relevant processes, their main indicators and the priority
order for their integration. The design of processes will consider the most adequate technological means to apply, and the
scope of automation, i.e. up to what point technology interferes to carry out day-to-day tasks.
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INTEGRATION OF INFORMATION AND CONTROL OF RESULTS:

In the previous point, we focused on the networks of processes, and we saw how these provide important information.
However, there is other information not necessarily produced too, by automated networks of processes, which should be
integrated to the control of management results. It is in such areas as the receipt of tax returns, registration of taxpayers, filing
of reports by information agents, collection operations at banks, where new technologies have ever more frequently shown
their potential. They have allowed for fully reconsidering the strategies of the tax administrations and introduced significant
improvements in related operational processes. Although these processes might not require automated networks for their
execution, especially if they are carried out through Internet or by magnetic means, it is necessary to establish integration
mechanisms by connecting various organizational levels and entities, through shared databases and compatible software that
may allow for controlling management results with information originating from these systems. Through the automated use
of the different information systems it is possible to perform a complete management control of the IMM. We may pass from
units of production and services measurement, to performance of processes relevant measurement, and from these to final
results of management measurement. As an example of this necessary transition, we may present the following analysis: A
measurement of units produced would indicate the quantity of audits carried out or the larger taxes defined by the audit
branches. A measurement of the result of the audit process, would show the percentage of reduction of evasion caused by the
audits carried out, which may be obtained, from the measurement which gave place to the objective planned and the specific
selection of individuals to supervise. Still, a measurement of management final results would show us how much voluntary
compliance has risen, as a result of the organized strategies and their corresponding plans of action. The final reflection is
that currently technology allows the evolution from managerial control of processes to managerial control of results. It is our
duty to promote this evolution by encouraging the transition in the way of measuring performance, as fundamental element
for determining the levels of compliance with our strategies and global objectives.

CONCLUSION:

The critical findings delineated above, when combined, lead to the TARC’s overarching conclusion that, if an institution
could have spirit, then the current Indian tax administration lacks that spirit. Functioning in a vacuum, it has lost its purpose
as revealed in its behaviour, for its stated vision and mission are scarcely observed in its operational style. Its singular
objective of protecting revenue without accountability for the quality of tax demands made is commonly believed to have
severely affected the investment climate in India and in investment itself. This view reflects strongly the pleas, complaints
and anger expressed by high and low taxpayers alike during the TARC’s stakeholder consultations. Thus, overall, the Indian
tax administration is at its nadir. A fundamental and deep reform is urgently called for. There is no time to lose if investment
is to be revived and its full potential reached, and an eventual tax revolt through capital flight or other direct protests is to be
averted.
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