This note outlines the interest of Revenue Administra-
tions (RAs) and National Statistical Offices (NSOs) in the
quality of data at their disposal, and how collaboration
between these organizations can contribute to improving
data quality. The similarities between the data collection
and processing steps in revenue administration and in
the production of economic statistics underlie meaning-
ful information and data sharing. Mutually beneficial
collaboration between RAs and NSOs can be achieved,
particularly in efforts to improve the coverage of registers
and to update register information; classify economic
activity; and analyze joint data to address data shortcom-
ings. Since there are differences in concepts and definitions
used in revenue administration and official statistics,
dialogue is necessary to ensure the effective use of data
[from the partner organization. Collaboration can improve
the quality of data available to both institutions: for RAs,
this can assist in realizing improved taxpayer compliance
and revenue mobilization, and for NSOs, tax-administra-
tive data sources may enable expanded coverage of the
economy in official statistics and reduce timeframes
required for publishing economic time series and national
accounts. Together, these outcomes can enhance the policy
Jformulation, planning, and service delivery capability of
governments. 10 that end, this note delineates concrete
steps to engender sustainable and meaningful interchange
of information and data between the RA and NSO.

1. Introduction

RAs and NSOs have strong shared interests in the
completeness and accuracy of the data they collect and
use. The RAs need accurate and up-to-date informa-
tion on taxpayers to maximize taxpayer compliance
within resource constraints. Statistics compiled and
disseminated by the NSO are a key source of “inde-
pendent” data needed to detect areas of taxpayer
noncompliance and to estimate the tax gap.! On the

This paper was reviewed by Michael Keen and benefitted from
comments by Katherine Baer, Joseph Crowley, Claudia Dziobek,
Andrew Masters, Andrew Okello, Lisbeth Rivas, and Mick Thackray.

1See IMF Technical Manuals and Notes TMN/17/04 (Hutton,
2017), TMN/17/05 (Thackray, ,2017) and TNMEA2018002 (Ueda,

other hand, many NSOs already make use of adminis-
trative data sources—including revenue administration
data—in compiling official statistics.? It follows that
the accuracy and completeness of tax administration
records are important to both RAs and NSOs.?

RAs and NSOs engage regularly with and collect
data from individuals, businesses, and other organi-
zations in their countries. Both organizations invest
significant resources into the systematic collection
and maintenance of data about citizens and taxpayers,
more than most other government agencies. In many
instances, the same people and businesses provide data
to both RAs and NSOs, and often there is an overlap
in the data they must provide.

Consequently, RAs and NSOs can benefit from
working together to improve the accuracy and com-
pleteness of their respective data and, in so doing,
reduce their data collection and management costs.
Combining effort to update business registers means
that data on a greater number of businesses can be
validated and updated. Joint analysis of data serves
to identify weaknesses in data coverage. NSOs can
reduce data collection costs by using administrative
data. Further, the use of revenue administration data
rather than sample surveys can expand the coverage
of the economy and enable more frequent and timely
publication of statistics.

‘The benefits of better collaboration between RAs
and NSOs, including data sharing, spill over to the
whole government. Better revenue administration,
revenue policy, and official statistics enhance the policy
formulation, planning, and service delivery capability
of the government.*

2018) for detail on estimating the tax gap for VAT, Excise and CIT
respectively.

2See IMF Working Paper “Using Administrative Data to Enhance
Policymaking in Developing Countries: Tax Data and the National
Accounts” (Rivas 2018).

3An example of how VAT fraud impacted trade and balance of
payment statistics in the United Kingdom is discussed in the report
“VAT Missing Trader Intra-Community Fraud: the Effects on Trade
Statistics” (OECD 2004).

“The application of revenue administration data to the evalu-
ation and formulation of tax policy has been covered in another
how-to-note (Grote 2017).
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Collaboration between RAs and NSOs also benefits
citizens. The duplication of information requested of
taxpayers by governments may be reduced if NSOs use
administrative data. More generally, citizens will bene-
fit from cost-effective and better service delivery from
the RA, NSO, and broader public sector.

This note provides guidelines for developing and
enhancing RA-NSO collaboration that benefits RAs,
NSOs, and citizens. The note outlines areas of overlap
in data requirements and similarities in processes in
Section 2. Specific areas of collaboration that will
benefit RAs and NSOs are detailed in Section 3. The
note ends with guidance on how to establish and foster
RA-NSO collaboration, drawing on the experiences
of countries that have derived benefit from sharing
information and data between their RAs and NSOs
in Section 4.

2. Common Ground for RA-NSO Collaboration

RAs and NSOs are both major generators and inten-
sive users of data. This section describes the reliance on
and use of data collected by RAs and NSOs in execut-
ing their core responsibilities, and their requirements
for data from external sources. Despite differences in
mandates and outputs, there are similarities in how
these organizations collect and process data and there
is significant overlap in the data they collect, manage,
and use. This serves to delineate areas of common
ground where collaboration can enhance the efliciency
and effectiveness of these agencies.

Many NSOs make use of data from external sources
to produce official statistics. They use administrative
data—both registration and transactional records—for a
variety of purposes. The applications of administrative
records include:

e Compilation and updating of a statistical business
register (SBR); administrative records in general, and
tax records in particular, are recommended sources
for an SBR (see, for example, ADB 2014).

e Using administrative records as the primary source
for compiling statistics (for example, trade sta-
tistics from customs administration records, unit
prices from import records, national accounts
statistics from value-added tax records and income
tax returns).

¢ Blending administrative data with survey data to
produce statistics, given that there is better coverage
of small businesses through administrative sources
than is generally possible through sample surveys.

2 International Monetary Fund | April 2021

¢ Employing value-added tax (VAT) and income tax
records in compiling national accounts statistics.?

o Benchmarking sample survey results against admin-
istrative data aggregates.

RAs also use information and data from external
sources in the course of administering tax. The data are
required for many processes, which include:

o Pre-filling tax returns using third-party data.

e Compliance risk analysis and risk ranking.

e Validating the completeness and accuracy of
information provided by taxpayers on their eco-
nomic activity.

o Modeling and forecasting tax revenue.

¢ Monitoring noncompliance through quantifying the
tax gap by tax type in a top-down approach, which
relies on independent economic and social data.

e Formulating compliance-enhancing strategies, by
drawing on information about taxpayer attitudes
and behavioral patterns.

Parallels exist between key data collection and
processing steps followed by RAs and NSOs, despite
differences in their respective use of the data. Figure 1
depicts the similarities in data management and data
flows for administering taxes that apply to businesses
(for example, corporate income tax) or in which
businesses pay taxes they have collected (for example
VAT and pay-as-you-earn) and compiling statistics
from surveys of businesses (for example, statistics on
jobs and manufacturing outputs). Analogous processes
are followed in the administration of taxes on individ-
uals (for example, personal income tax) and statistics
requiring data on individuals or households (for
example, labor market statistics, income distributions,
and so on.). The data flows are not unidirectional; the
results of data validation may lead to further requests
for information from taxpayers,® which could even lead
to the updating of information held in registers.

The congruencies in data processing steps point to
areas of collaboration between RAs and NSOs that
could lead to the improved efficiency and effectiveness
of each agency. These areas include:

SRivas (2018) covers country examples showing the ways in which
tax data have been used in compiling national accounts.

“For simplicity, the term “taxpayers” will be used to refer to busi-
nesses, individuals, households, and other organizations in exercising
cither their obligations as taxpayers or as respondents to official
statistical surveys.
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Figure 1. Parallels in Data Management and Data Flows in Tax Administration and Economic Statistic

Production

Tax administration

Economic statistics

Registers provide the starting point

Taxpayer Registers contain basic information about
taxpayers, e.g. contact details and data determining
taxes for which the taxpayer is/should be liable

Depending on the nature and level of economic
activity, taxpayers may be obliged to file a tax return

Information is provided

Registered taxpayers who are required to file tax returns
submit returns containing information relevant to
determining tax liability

Taxpayer declarations should be complete,
accurate and provided on time

Taxpayer confidentiality is maintained

The information provided by taxpayers is validated using
other data sources, historical records and trends; the tax
administration reverts to the taxpayer if need be, to
determine tax owed

e Tax revenue is collected from taxpayers
* Revenue collected is monitored against

Source: IMF staff.

e Collaboration to improve the quality of registers in
terms of coverage and the accuracy of information.

e The improvement of the quality of information on
the nature of economic activity, also known as the
“industry classification,” of businesses or individuals.

e Sharing information on validation methods used to
check for the completeness, consistency, and accu-
racy of information received from citizens.

e Collaborating on the development of concepts, clas-
sifications, definitions and methods to promote the
interpretation and appropriate use of the data and
statistical outputs of the other party.

o Sharing approaches to managing the collection and
dissemination of data.

Data collected through NSO surveys and in the
course of tax administration may be complementary.
Household surveys are a key example: generally, they

Informati s processed and validated

Revenue statistics are needed
for National Accounts

Statistical Business Registers contain information on
businesses, e.g. contact details and industry
classification

The nature and level of economic activity is used in
determining the selection of survey respondents

ndividual businesses

Businesses selected as respondents in surveys complete
and submit questionnaires that describe and quantify
their economic activity

Survey responses should be complete,
accurate and provided on time

Respondent confidentiality is maintained

The information provided by respondents is checked for
completeness, consistency and accuracy; data provided
may be edited and/or missing data imputed

\ 4

 Economic statistics are compiled and
published

* National Accounts are compiled from

revenue forecasts ; A .
Economic statistics are needed for economic surveys
revenue estimates and forecasts

provide better information on income below income
tax thresholds than income tax records can, while
underreporting high-end incomes. Although not
straightforward, blending household survey informa-
tion with income reported to the RA can provide a
more complete picture of income distribution and
inequality and may be useful in revealing income
underreported to the RA.

3. Key Collaboration Areas

RA-NSO cooperation may mitigate data quality
challenges and will support making more effective use
of institutional and partner-held data. This section

focuses on key areas in which working in concert can

raise the quality of data available collectively and facil-

itate more effective use of data originating from the
partner organization.
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Box 1. Maintaining the Confidentiality of Taxpayer Information

Maintaining the confidentiality of information
supplied by taxpayers to the Revenue Administration
(RA) or National Statistical Office (NSO)—and the
perception that the information is safe with the RA
and NSO—is paramount to sustaining the supply of
complete and accurate information from taxpayers. If
taxpayers lose confidence that sensitive income infor-
mation or details of their business practices will not
remain confidential, they may withhold information
from the RA or fail to respond in surveys conducted
by the NSO.

There are several layers to protecting confidentiality
and the perceptions thereof:

o Legislation is generally in place to protect the con-
fidentiality of both taxpayers and survey respon-
dents. It is important that RA-NSO engagement is
aligned with the legislative framework and is seen
to be aligned. In some cases, legislation may be too
restrictive to allow for data flows that are needed to
improve the quality of information available to the
NSO and RA, in which case amendments can be
made that stipulate what data can be shared and the
purpose for which it can be shared.

e When RAs and NSOs engage in information and
data sharing, they are often bound by a memoran-
dum of understanding (MOU) or a service-level
agreement, which sets out the measures to be taken
to maintain the integrity and confidentiality of
shared data. Details about what information is
shared and for what purpose it may be used are
often made explicit in the MOU, which should also
be reviewed regularly.

Data and information can be shared between RAs
and NSOs while keeping taxpayer confidentiality.
Mechanisms to ensure that taxpayer information
remains confidential during RA-NSO cooperation and
joint use of data on taxpayers are discussed in Box 1.

Maintaining High-Quality Registers

RAs and NSOs need to allocate resources to
developing and maintaining registers, which need
continuous updating, as changes in the identities of
the economically active population, the nature of their
economic activity, their location, and contact details
occur. The integrity of the registered taxpayer base is
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o The staff of both RAs and NSOs often must sign
an oath of secrecy. Staff working on partnership
projects may sign the oath of the partner organiza-
tions as well, if this will reinforce perceptions that
the confidentiality of data provided to either the RA
or NSO will be maintained.

e Dara can be used at the aggregate level when it is
fit for purpose and granular data (microdata) can
be anonymized by removing identifiers. In addi-
tion to more obvious identifiers such as names and
addresses, rare characteristics can be suppressed
in individual records or the characteristics can be
mapped to a range rather than a unique value—for
example, the age of a taxpayer. Some outlier records
may need to be excluded or aggregated. These
are examples of a range of practices developed to
protect the identification of individuals during
microdata analysis.

e Access to microdata can be provided within secure
data facilities (data laboratories). These facilities are
physically secure and access controlled. The com-
puters in such a facility are not connected to any
external network, and output devices such as USB
ports are disabled. The analysis undertaken by users
may be checked by an administrator to ensure that
the identity of taxpayers cannot be recognized in
the results, before providing the user with a copy of
the analysis. South Africa and the United Kingdom
use secure data facilities to provide research access
to tax data.

the first key performance area in the Tax Administra-
tion Diagnostic Assessment Tool (TADAT).” Most RAs
have formal register improvement programs.® NSOs
expend considerable effort in ensuring the accuracy

of register details and that information is updated

as changes to businesses take place, particularly in

7TADAT describes the desired outcome of taxpayer registration
as: “All businesses, individuals, and other entities that are required to
register are included in a taxpayer registration database. Informa-
tion held in the database is complete, accurate, and up-to-date.”
(TADAT 2019)

8Fifty-six and 58 percent, respectively, of tax administrations
indicated that they had formal programs to improve register quality
in 2015 and 2016, respectively ISORA 2016). This figure rose to
73 percent in 2016 and 2017 (ISORA 2018).
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Table 1. Elements Required in Taxpayer Registers and SBRs

Taxpayer Registers (From the TADAT Field Guide)

SBRs (From Guidelines for Building Statistical Registers in Africa)

Name

Address and contact details

Date of birth/incorporation

Nature of business activity and/or economic/industry sector, classified
according to government or other recognized coding system

e Taxpayer segment

Filing and payment obligations

Identity of associated entities and related parties

Identification and contact data

Demographic data, for example, date when enterprise started
operations, date when incorporated

Descriptive data, for example, activity status, legal form, institutional
sector, economic activity

Linkages, for example, enterprises and enterprise groups to which
they belong, establishments belonging to an enterprise

respect to large businesses. Resource constraints limit
the ability to validate and maintain information on
smaller taxpayers.

Key elements required in taxpayer registers and in
SBRs overlap. The overlap is illustrated in Table 1.

Many countries use taxpayer registers together
with tax returns to construct and update SBRs.

The coverage and accuracy of taxpayer registers
impacts the SBR.?

Joint RA-NSO maintenance of registers can be
explored to optimize the use of resources and elimi-
nate duplication of maintenance effort. Cooperation
with the suppliers of data used in constructing SBRs is
needed for SBR maintenance.!? Where registers are less
developed, joint register design can be considered. For
example, the Gambia Revenue Authority and Gambian
Bureau of Statistics have agreed that the design of the
business register and the development of maintenance
rules and processes should be a joint responsibility.

(lassification of Economic Activity

Accurate classifications of taxpayers’ and businesses’
economic activity (industry classification) are needed
by RAs and NSOs. Tax provisions can depend on
economic activity and compliance improvement plans
may be industry-specific.!! As indicated in the previous
section, the taxpayer’s industry classification is included
in taxpayer and statistical registers.

The same industry classification should be
used by the RA and NSO. NSOs may develop a

country-specific industry classification that is aligned

9See, for example, http://www.wiesbaden2018.bfs.admin.ch/
agenda-papers/ where country reports to the Wiesbaden Group iden-
tify inaccuracies in address information and economic classification
in taxpayer registers as challenges.

10Cooperation with data providers is necessary to understand the
concepts, ensure the continued supply of data, and enable linkages
to be made between various sources (United Nations 2020).

!1See, for example, the discussion on compliance risk management

in TADAT (2019).

to the International Standard Industrial Classification
(ISIC). Unless the RA uses this industry classification,
it will not be possible to perform sectoral comparisons
of trends in tax revenue aggregates and related eco-
nomic aggregates from official statistics.

Ideally RAs and NSOs should use the same classi-
fication code for the same business entity. Differences
in classification, particularly of large taxpayers, inhibit
meaningful sectoral analysis that draws on both tax
records and official statistics. In many countries NSOs
“inherit” taxpayer classifications from the RA when
taxpayer records are provided to them, but they may
amend some classifications. In this case, it would be
important to provide feedback on the changes made to
the RA. Legislation often allows the NSO to disclose
the contact details and classification of businesses on
the register, while protecting the confidentiality of
information provided by survey respondents.

Both NSOs and RAs will benefit from assistance
provided by NSOs to RAs to improve the accuracy and
completeness of taxpayers’ economic activity classifi-
cation. This has been achieved in two ways in several
countries: NSOs can provide training in industry
classification to RA staff and they may provide the
RA with a “coder” that facilitates standard economic
classification code assignments from the description of
economic activity that is supplied. Inaccuracies in the
classification of economic activity in data received from
RAs is a challenge to many NSOs.!? Improving the
accuracy of economic classifications assigned within
the RA is thus beneficial to the NSO.

Collaboration between RAs and NSOs can assist in
the updating of industry classification. With continu-
ous change in economic agents and the nature of their
economic activity, it is difficult to maintain accurate

classification of the economic activity of taxpayers.

12See, for example, the country reports to the Wiesbaden Group
on Business Registers http://www.wiesbaden2018.bfs.admin.ch/
agenda-papers/.
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Thus, engagements with businesses by either the

RA or NSO that bring inaccuracies in the recorded
classification or changes in economic activity to light
should be used to update the economic classification

of businesses.

Analysis of Tax Administration Records and Official
Statistical Data

Data sharing between NSOs and RAs can contrib-
ute to the effectiveness of each organization. Three
examples highlighted in this note are:

e The use of tax administration records in compiling
official economic statistics by the NSO.
o The use of official statistics in tax gap

analysis by RAs.

e The probing of weaknesses in the coverage of regis-
ters and consequent data collection.

Tax administration records may be used to validate,
supplement, or even replace sample surveys in compil-
ing official statistics. This is an established practice in
many countries. In some countries, the use of admin-
istrative (tax and other) data is a requirement rather
than a choice. NSOs in Nordic countries and the
Netherlands are required to use information already
available within the government before committing
resources to a survey. Revenue administration data
relating to income tax, VAT, or employers’ withholding
tax will cover a larger number of businesses, particu-
larly small businesses, that can be covered through a
sample survey, given resource limitations. Many NSOs
are experiencing increasing demands for statistical
data that are more disaggregated by geography and
economic activity, and for time series data of higher
frequencies. There is also a cost to acquiring data
needed to monitor progress against the Sustainable
Development Goals. Since tax data were not captured
for the purpose of producing economic statistics, they
do not necessarily match standard statistical concepts
and definitions. Thus, the NSO needs to understand
from RAs in detail how their data are collated, and the
processes associated with the data.

Tax gap analysis is a key component in compliance
risk management. Independent economic data sources
are needed to derive estimates of potential tax used
in monitoring noncompliance through quantifying
the tax gap (by tax type) in a top down approach.!3

13For a more detailed discussion, see Keen (2015).
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Among the most important data sources for estimat-
ing potential tax are aggregates produced by the NSO
in the course of compiling national accounts. An RA
needs to have a solid understanding of the concepts,
definitions, and methods used to compile official sta-
tistics to make valid inferences when comparing trends
in economic data with those seen in tax administra-
tion records.

Both NSOs and RAs encounter challenges in achiev-
ing complete coverage of economic agents in their
respective registers, which, in turn, limits coverage of
economic activity reported to them. Taxpayer records
may provide better coverage of smaller registered busi-
nesses than sample surveys conducted by NSOs and
may be particularly useful when there are poor survey
response rates. RAs, however, receive limited (or no)
information from businesses that are not registered for
tax purposes. RAs should have an understanding of
the potential taxpayer base.'4 The contribution of the
informal sector to the economy may be significant. In
the compilation of national accounts, the contribution
of the non-observed economy is estimated—see Box 2.
An understanding of the non-observed economy is
relevant to the formulation of tax compliance strategies
and tax policy.

Ongoing dialogue between RAs and NSOs is
needed for the effective use of shared data. There will
be differences in the definitions and concepts used in
revenue administration and the production of official
statistics. The impacts of these differences need to be
understood when undertaking modeling or analysis
that uses information from both sources. Examples of
technical differences that need to be considered when
analyzing data originating from administrative pro-

cesses and surveys are provided in the Annex.

4. Guidelines for Effective Collaboration
between RAs and NSOs

There are mutual advantages for RAs and NSOs to
establishing an enduring information and data sharing
partnership. In this section, steps towards effective
collaboration and data sharing between RAs and NSOs
are outlined.

4TADAT (2019) requires a measure of “the extent of initiatives
to detect businesses and individuals who are required to register but
fail to do so.”
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Box 2. The Informal Economy and Taxation

The informal economy is part of the non-observed
economy as defined in the System of National Accounts
2008 (SNA 2008). The non-observed economy com-
prises activities that are not covered in regular data col-
lection because they are underground, illegal, informal,
undertaken by households for their own final use, too
small, or omitted due to data deficiencies. In practice,
the boundaries between these categories are not always
clear-cut. Some—but not all—of the non-observed
economy may be associated with entities that should
be registered for tax but are not.

The 2008 SNA recommends special data collection
and estimation to include the non-observed econ-
omy in GDD, and especially for developing countries
where the non-observed economy might be large. See
Measuring the Non-Observed Economy: A Handbook,
OECD 2002.

Step 1: Identify Potential Areas of Cooperation

Areas in which RA-NSO collaboration would be
beneficial can be discussed in informal meetings, to
craft a joint program of information and data inter-
change. Questions to ask include:

e What are the current key weaknesses in data from
the perspectives of both revenue administration and
the production of official statistics?

o What are the relative strengths of the RA and the
NSO in data collection and management?

e Does the NSO understand revenue administration
procedures and issues adequately to enable the most
effective use of tax administration data?

e How can the RA and the NSO cooperate to
improve the accuracy, currency, coverage, and com-
pleteness of SBRs and tax registers?

e How can a common industry classification of tax-
payers by the RA and NSO be achieved?

e Does the RA require more disaggregated data
from the NSO for revenue forecasting and tax
gap estimates?

e Does the NSO require more disaggregated data
from the RA for compiling GDP estimates and the

sequence of accounts by institutional sector?

Key data sources in estimating the size of the
non-observed economy are: household labor force
surveys, household income and expenditure surveys,
informal sector surveys, establishment surveys, focused
studies, and relevant administrative data (for example,
registration of market vendors).

Understanding how the non-observed economy
contribution to GDP is estimated is useful in ana-
lyzing the gap between potential tax revenue and
revenue being collected by Revenue Administrations.
If a survey of small establishments is available, it may
be possible to use these data together with national
accounts aggregates to distinguish the contribution of
entities that should be registered for tax from infor-
mal enterprises that fall below the tax registration

threshold.

Step 2: Review Existing Legislation to Identify
Amendments Required to Optimize RA-NSO Engagement

Enabling legislation generally provides both NSOs
and RAs with the authority to collect the information
they need.!> The laws governing tax administration and
the production of official statistics should be studied
in the light of desired data flows between the RA and
NSO. If the legal framework does not support data
sharing that would be of mutual benefit to the insti-
tutions and in the national interest more generally, it
may be necessary to amend the laws governing revenue

administration information and official statistics.

Step 3: Formalize Working Relations with an
MOU or an SLA

An MOU or SLA that formalizes the working rela-
tionship of the RA and NSO within the legal frame-
work and gives effect to legal rights to obtain relevant
data may be useful to drive RA-NSO collaboration. In
many countries MOUs that set out the responsibilities
of the RA and NSO and areas of joint responsibility
(for example, joint development and maintenance of a
register) are established. In some cases, the specifics of

data flows between the organizations are included in an

Al tax administrations indicated that they had powers to gather

information in ISORA 2016 (Crandall 2019).
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Box 3. Elements of a Memorandum of Understanding to Effect Revenue Administration-National
Statistical Office Collaboration and Data and Information Sharing

The Memorandum of Understanding (MOU)
should make explicit the legal basis for Revenue
Administration-National Statistical Office (RA-NSO)
collaboration. Elements to consider covering in the
MOU include:

o The objectives of the collaboration (for example,
joint maintenance of registers) and the intended
outcomes.

o The constitution of a Technical Working Group
(TWG) that meets regularly to work through
technical issues, together with a Management
Committee comprising members of senior manage-
ment of both organizations to which the TWG is
accountable.

e Data and information to be shared between the
organizations, such as:

* The provision of tax administration microdata by
the RA to the NSO.

* 'The provision of validated industry classifications
by the NSO to the RA.

¢ 'The provision of social, demographic, and
economic statistics by the NSO to the RA that
enable RA staff to compare trends in economic
and tax aggregates, model, and forecast revenue
and estimate tax gaps.

¢ The sharing of information by the NSO on
methods, concepts, and definitions used in
compiling official statistics that enable the RA to
make effective use of the data.

SLA. The SLA may be amended more regularly than
the MOU as data sharing needs evolve. Elements that
might be included in the MOU are listed in Box 3.

Step 4: Share Relevant Information That Is Not
Confidential

Nonconfidential information about data produced
and held by the RA and NSO may be shared before
data sharing arrangements are formalized. Sharing
such information will not breach the confidentiality of
taxpayer- and survey respondent-provided information.
Discussion on concepts and definitions in use, together
with data quality assurance processes that are in place,
aids the interpretation of already available data and
the identification of potential projects to enhance data
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* 'The sharing of information by the RA on admin-
istrative process, changes, and proposed changes
in revenue administration and tax policy that are
pertinent to the production of official statistics
based on tax administration data (for example,

a change in the VAT registration threshold), as
well as estimates of levels of fraud that could
impact statistics compiled using tax administra-
tion records.

e Sharing of information on quality assurance and
validation methods

* Sharing of information on systems and processes
used to collect and manage data and produce
reports.

e Commitment by the organizations to meet defined
and agreed quality standards in terms of data they
exchange and to provide feedback on the quality of
data received.

e Specifications of mechanisms/modalities for mainte-
nance of data integrity and confidentiality.

e Specification of data to be exchanged: what data
will be provided; how frequently data will be
exchanged; and the format and media to be used to
exchange data securely.

quality. Sharing information on recent or anticipated
changes in revenue administration processes (for exam-
ple, changes in tax thresholds or filing requirements)
and official statistics outputs (for example, coverage of
the economy or frequency changes in statistical series)
is also important for analysis involving tax administra-
tion records and official statistical data.

Step 5: Jointly Undertake a Concrete Project with a
Well-Defined Scope

It may be useful to begin with a joint project that
will yield insights useful to both the RA and NSO and
institutionalize practical collaborative working arrange-
ments. Such projects can also serve to allay concerns

©lnternational Monetary Fund. Not for Redistribution
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about maintaining the confidentiality of taxpayer

information. Possible projects include:

1.

Improving the register coverage and accuracy of
data of a sector of national interest (for example,
the construction industry).

Harmonizing the economic classifications of large
businesses/taxpayers used by the RA and NSO.
Training of RA staff by the NSO on ISIC and the
national standard economic activity classification.
Conducting a survey of taxpayers on their percep-
tions of the RA and compliance attitudes: many
RAs conduct surveys of their taxpayers and often
these surveys are outsourced,!® given potential tax-
payer sensitivity toward providing survey responses
directly to the RA. NSOs may be able to assist in
providing an independent data collection and pro-
cessing service to the RA.

The estimation of the tax gap for an indirect tax
using official economic statistics: This exercise will
develop a deeper understanding of tax administra-
tion data and official statistics data, highlight data
quality challenges, and provide direction on how
the coverage and quality of data may be improved.
Comparing income distributions from NSO surveys
and income tax records and examining the reasons
for differences.

Publishing aggregate statistics on revenue
collection.!”

. Making available anonymized revenue administra-

tion records in a secure environment for statistical
and research purposes.

16Sixty-one percent of RAs undertake taxpayer surveys, and of

these, half outsource surveys (ISORA 2016).

7Many RAs publish statistics on revenue collection (for example,

Rwanda [RRA 2020], South Africa [National Treasury 2020],
Uganda [URA, 2020]). The publication of tax statistics can serve to
improve public understanding of revenue collections, offer transpar-

ency on tax incidence, and promote accountability.
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