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ABOUT THIS DOCUMENT

Purpose

The purpose of this note is to share information concerning the strategies employed by a
number of national revenue bodies to increase the take-up rates of electronic services, in
particular the electronic filing of tax returns.

Background

Since its establishment in July 2002, the Forum on Tax Administration (FTA), a subsidiary
body of the OECD’s Committee on Fiscal Affairs (CFA), has operated with the broadly stated
mandate .......... to develop effective responses to current administrative issues in a
collaborative way, and engage in exploratory dialogue on the strategic issues that may
emerge in the medium to long term. To carry out this mandate, the Forum’s work is directly
supported by two specialist Sub-groups—Compliance and Taxpayer Services (previously e-
services)—that each carry out a program of work agreed by member countries.

The Taxpayer Services Sub-group exists to provide a forum for members to share experiences
and knowledge of approaches to taxpayer service delivery, in particular through the use of
modern technology. In this context, it is expected to: 1) periodically monitor and report on
trends in taxpayer service delivery, with a particular focus on the development of
electronic/online services; 2) examine ways to promote the uptake and use of electronic
services by revenue bodies; 3) examine options for cross-border administrative simplification
and consistency; and 4) assist, as appropriate, other groups of the CFA. This document is a
by-product of the Sub-group’s work.

Caveat

National revenue bodies face a varied environment within which administers their taxation
system. Jurisdictions differ in respect of their policy and legislative environment and their
administrative practices and culture. As such, a standard approach to tax administration may
be neither practical nor desirable in a particular instance.

The documents forming the OECD tax guidance series need to be interpreted with this in

mind. Care should always be taken when considering a country’s practices to fully appreciate
the complex factors that have shaped a particular approach.

Inquiries and further information

Inquiries concerning any matters raised in this note should be directed to Richard Highfield
(Head, CTPA Tax Administration and Consumption Taxes Division), phone +33 (0)1 4524
9463 or e-mail (richard.highfield @oecd.org).



SUMMARY

In its 2005 report ‘Survey of Trends in Taxpayer Service Delivery Using New Technologies’,
the Forum reported that revenue bodies in a number of countries had made substantial
progress in successfully applying modern technology for the delivery of services to taxpayers.
In particular, considerable progress was being made with the establishment of systems of
electronic return filing and tax payments. To further assist member countries, it was thought
useful to gather more information on the specific strategies that had been employed in a
number of countries to achieve the good rates of take-up being achieved.

This note summarizes the findings of a survey across 8 member countries to gather
information on the key strategies employed to promote increased take-up of electronic
services. The key findings are as follows:

* Revenue bodies that have achieved a relatively high take-up of electronic services
typically have a multi-faceted set of strategies to promote usage by taxpayers.

* Information campaigns utilising a variety of channels are an essential component of
revenue bodies’ set of strategies.

e The use of incentives (e.g. faster refunds of overpaid taxes and extended filing
periods) appears to play a significant role in encouraging a good rate of take-up,
particularly concerning the personal income tax.

» Tax professionals, who prepare a fair proportion of tax returns in many countries, are
critical stakeholders to the effective operation of electronic filing systems and should
be consulted widely and regularly on the development and operation of electronic
filing systems.

* Revenue bodies that have implemented mandatory electronic filing arrangements
have typically targeted larger businesses and taken a cautious ‘softly/softly approach”
in the early years of these arrangements.

«  Short of imposing mandatory requirements which may present their own problems,
there are no “silver bullets” for rapid success towards achieving good outcomes; a
considerable investment of time, money, and staff is inevitably required over a fair
period of time to achieve a good level of success.

Revenue bodies that are at an early stage in their development of electronic services are
encouraged to examine the approaches and experiences of surveyed bodies. If considered
helpful, individual countries should be approached to gather further information.



SURVEY OF STRATEGIES FOR PROMOTING ELECTRONIC
SERVICES

Background

The Forum’s report ‘Survey of Trends in Taxpayer Service Delivery Using New
Technologies’ published in February 2005 revealed that revenue bodies in a number
of countries had made substantial progress in successfully applying modern
technology for the delivery of services to taxpayers. For example, some key findings of
the survey included:

*  Substantial progress had been made since 2000 (the year of the last survey)
in the use of electronic filing by taxpayers and their agents for personal
income tax administration purposes; indicative of this progress is the fact
that in 2003, the take-up rate for these services exceeded 50% in five revenue
bodies, with four achieving 80% or more (3 without mandatory
requirements); progress in other areas (e.g. VAT, corporate income tax),
largely covering businesses, was considerably less advanced, although a small
number of revenue bodies had demonstrated that very high overall take-up
rates (i.e. over 50%) can be achieved.

* The Internet has become a significant tool for the delivery of services to
taxpayers; generally speaking, revenue bodies have substantially increased
the information content, functionality, and “user-friendliness” of their
websites since the last survey; over half of the revenue bodies in member
countries offered transaction services via their Internet sites in 2004.

During discussion of the survey’s preliminary findings at a meeting of the Taxpayer
Services Sub-group, country representatives expressed interest in gathering
additional information from selected revenue bodies on the specific strategies
employed by them to promote the use of electronic services, in particular, the
electronic filing of tax returns, and the results of those strategies. The Internal
Revenue Service (USA) offered to gather such information from a number of
countries that typified their use and experience with various strategies. The purpose
of the exercise was to gather and share information of both positive and negative
experiences that these revenue bodies have had, and to establish a base of
information on the strategies employed.

The 2005 Survey

3.

An agreed survey questionnaire form was sent a select number of member countries
in April 2005. Eight member countries were included in the original survey—
Australia, Austria, Canada, Denmark, Iceland, Norway, Switzerland, and the United
States of America. (In addition, two other countries (i.e., Korea and Chile) involved
with the Sub-group’s work volunteered information later in 2005 that is also reflected
in the findings of this work.)

The survey defined a range of strategy categories—information campaigns (e.g., mass
marketing, targeted mail), incentives (e.g., tax rebates, faster refunds, longer filing
periods, reduced return data needs), mandatory requirements, direct support (e.g.,
free software, online help facility) and other) and requested each country to identify
(for each strategy they supported) details related to activities undertaken and
stakeholders involved, the outcomes achieved, lessons learned and types of research
conducted to support each strategy.

A summary of the information gathered from surveyed revenue bodies is set out in
Table 1 below. The detailed survey responses received from each country are
summarized in Annex 1.



Table 1. Summary of Survey Responses

Strategy and Country responses
information . . Y
cate Australia Austria Canada Denmark Iceland Norway Switzér-
gory
land

Information v v v v v v v
campaigns
Use of incentives v v v 4 v v v
Mandatory v v v v v v
programs
Direct support v v v v 4 v v
Other strategies 4 v v v
Outcomes achieved v v v v v v v
Lessons learned v v v v v v
Research 4 4 v v v v v
conducted

USA

v

Survey results — general observations and findings

6.

The key observations and findings from the survey are set out hereunder.

Information Campaigns

7.

10.

The majority of countries have used media campaigns in the form of print
advertisements, TV and radio segments, editorials, direct or targeted mail, video news
releases, flyers, brochures, posters and promotional CDs. Outreach efforts in the
form of seminars, trade show presentations, visits to tax agents, information kiosks,
volunteer assistance programs, and telephone contacts were reported. (Australia,
Canada, USA).

Cooperative marketing efforts such as press conferences with the Federal Minister
Finance, news releases featuring the Minister of National Revenue, partnering with
business start up programs and information sharing on non-government websites
such as chamber of tax professionals, chamber of commerce, targeted mail through
tax professional associations, and joint marketing ventures with tax professionals and
software developers (Austria, Canada, Norway, USA) were reported.

External websites were developed for the public providing internet guidance, on-line
help, free e-payments, and free internet site locations. Site optimization for external
search engines and seasonal rotating messages on the homepage and electronic
mailing list subscriptions were suggested. Internal websites for promotion,
marketing and electronic services information to employees were also provided.
(Canada, Denmark, USA).

Multilingual marketing campaigns, forms and/or software were also provided by
Switzerland and USA. Chile provides leaflets and maps that identify approximately
800 Internet access centers that are available for filing on-line.



Incentives

11.

12.

13.

14.

15.

Faster refunds and direct deposit of refunds were common among the majority of
countries. (i.e. Austria, Canada, Denmark, Switzerland, and the USA). Incentives
were also prevalent in the form of extended due dates and deferred filing for system
users. These were supported by Australia, Austria, and USA. Penalty rebates or
delayed penalties (three years after change in regulation) were implemented by the
USA and Canada.

Free software for low income filers was also offered by Canada. Chile offers the
availability of more than 780 internet access centers; most of them free. These are
located at shopping centers, offices of the revenue body and mobile access points.

Educational programs for school children, citizens and migrants were also offered in
addition to on-going seminars for tax professionals by several countries. (Austria,
Denmark, Switzerland, USA.)

Advance tax notice, preliminary estimated tax amounts and various tax guides; in
addition to pre-populated service for the small scale businessman were offered by the
Republic of Korea. Monetary incentives were also offered as follows: A rebate of $10-
20 was offered to the taxpayer when self e-filing and a rebate of $10 per e-filed return
(maximum $1,000) was also offered to the tax professional by the Republic of Korea.
Taxpayers can also use their existing certificates when using e-services and each
notice of tax filing has a taxpayer’s PIN that can be used when they sign up for e-
services.

Unique ideas included preliminary filing assessments on the web, free certified copies
of their last three year tax returns (Iceland), competitions between local tax offices
having the best achievements (Norway), and peer recognition awards for tax
professionals were also offered (USA). The Republic of Korea also rewarded their
district tax offices where taxpayers achieved a high use of e-file.

Mandatory Requirements

16.

17.

18.

19.

Delegates from a number of countries commented that their experiences with
mandatory filing requirements had been generally positive and for the most part
introduced without much resistance or complaint from taxpayer. For some, problems
arose with huge filing volumes on peak filing dates, a situation others had avoided by
flattening out return filing requirements. A number of delegates also indicated that
they had given waivers in the first year of implementation to give taxpayers more time
to prepare for the new requirements. Still others indicated that while progress is
being achieved in automating the corporate tax return per se, this has been achieved
with an ”abbreviated” set of arrangements (i.e. an electronic return without important
financial statements such as balance sheets, profit and loss statements, etc.)

The majority of countries that have implemented mandatory requirements have
typically targeted large businesses (using turnover rates or asset size criteria). For
example:

Australia: Businesses with annual turnover > $20 million.

Austria: Businesses with internet access and annual turnover > € 100,000.
United States: Corporations and exempt bodies with assets over $50 million and
$100 million respectively.

In addition, in some countries tax professionals submitting monthly VAT and annual
income tax, corporate tax and VAT returns are typically required to file electronically.
Some are required/encouraged to do so by receiving generous extensions of time to
file. Austria did not enforce the first year of mandatory requirements by law
(tolerance rule).

Third parties including employers and financial institutions are required to report
information documents such as payments, and interest, which are used in some
countries as the basis for pre-filled declarations for nationals and multinationals.



20.

21.

(Denmark, Switzerland). Third parties in the USA and Canada filing 250 and 500
information returns respectively are also required to file electronically (magnetic
media, DVD, CD, diskette) without any pre-filled declaration requirements.

In addition, software vendors must have their product certified by the government
revenue agency to ensure the public is provided with quality tax preparation software.

Finally, Canada reported that in order to encourage use of electronic payment
methods it undertook an extensive communications strategy informing clients of
their payment options prior to closing of cash counters in the local tax offices.

Direct Support

22,

23.

24.

An on-line help facility (context sensitive help) and/or on-line learning (with helpful
hints and suggestions) is provided by all who responded. Error checking can be
invoked at anytime throughout the on-line process. Software vendor support is also
provided for software solutions.

Call Centers and personal telephone assistance is also offered by specially trained
staff. In Iceland, the development team for tax returns on the web takes part in
Helpdesk activities to get the feeling for “problems” first hand. In the Republic of
Korea, taxpayers were shown and coached on how to use e-filing by installing a
Helpdesk in the tax office. In addition, they ran a call center and increased staffing
during filing season for e-service user’s convenience.

Australia reported the provision of an On-line services set up kit to assist clients with
installation of their digital certificate which is required to ensure their security when
accessing certain services.

Other Strategies

25.

26.

27.

Balancing the load on tax personnel, phone systems and computers works well in
Iceland. Personal income tax extensions for e-filers distributed randomly over a week
removes the stress on taxpayers, tax personnel and phone and computer systems.
Everyone gets a week, but some get up to two weeks to e-file. Performance problems
are rare!

Iceland recommends being careful when “improving services”. People have a wide
variety of computers, operating systems and browsers. To make things easier to
those with little or no technical knowledge or with bad internet connections, it’s
sometimes better to postpone the execution of a great idea rather than making a big
chunk of the users download a new browser. During development the focus is on the
inexperienced user. If anything can be misunderstood it will be. The Republic of
Korea also queries and collects the opinions of their users for incorporation when
upgrading their systems.

Canada also formed an Inter-Branch Electronic Services Marketing Planning
Committee as an initiative where committee members meet to discuss their
marketing strategy, obtain an increased awareness of common vision/goals, shared
practices, ideas and information and promotes electronic services collectively.

Outcome of Activities

28.

All agencies have experienced successful outcomes to each/ most of their strategies,
which are briefly described hereunder:

Australia

Austria

Reported an increase in electronically filed returns from self preparers from 28,000
in 1999 to 1.1 million in 2004.

96% of tax agents rate the Tax Agent Portal as useful or very useful.

70% with >10 clients are regular users.

Increase in registered e-filers from 120,000 in 2003 to 700,000 in 2005.



Canada

Increase of the e-file usage rate for monthly preliminary VAT statements from 10% in
2003 to 75% in 2005.

Increased awareness of CRA website, electronic filing options and e-payments.
Increased number of electronically filed returns and payments and direct deposit
users/decreased processing costs.

Reached Canadian public throughout the country including ethnic, linguistic and
Aboriginal minorities.

Increased level of comfort in encouraging clients to use electronic services to answer
their questions.

Access to electronic filing for low income groups and seniors.

Established strong relationships between tax professionals/clients and the CRA.

Internet use for filing on-line is at 83%.

The cost per inquiry of telephone assistance compared to internet help is €2.30 vs.
€0.30.

50% of new internet filing was done at the nationwide network of internet access
points (both public and private).

Denmark

Iceland

Norway

Annual settlement records are generated automatically if the reported information
(pre-filled tax returns) is sufficient. 73% of taxpayers need do nothing.
Of the remaining 27%, 58% declared electronically in 2001 and 67% in 2003.

Improved acceptance and usage of e-services.

Over 99% of tax professional prepared returns are filed electronically.

Filing electronically is very popular — “almost fun”.

There has been no need to market personal income tax or corporate income tax
returns electronically — word of mouth has done the trick.

Happy taxpayers are more likely to be compliant taxpayers when a helpdesk facility
can be called as needed.

33% of personal income tax returns and 80% of corporate income tax (CIT) returns
come through 3t party software (offered by one company).

Taxpayers print tax-certificates from their own PC and use them as an official
document.

Taxpayers can pay taxes by entering their bank name, account number and password.
58.2% of total businesses subscribe to e-services.

E-file take up rates for the major taxes are: 68% (VAT), 75% (personal income tax),
97% (corporate tax) and 75% withholding tax.

65% of 6 main certificates are issued on-line.

5% of notice cases are notified by email.

10% of monies received electronically come via e-payments.

E-filing by tax accountants represents 60-70% of total e-filing.

Increase in e-filed returns due to marketing campaigns:
o from approximately 36% in 2004 to approximately 55% of all Individual
Income Tax Filers and Payers in 2005 due to marketing campaigns.

o from approximately 24% in 2003 to 39% of all tax professionals in 2004.
0 (60% expected in 2005).
o from approximately 20% in 2003 to approximately 40% of all VAT payers in

2004.
Alot of effort has been made in helping Tax and VAT-payers to start e-filing.



Early e-file awards contributed to level out the peaks (before due date) and to
increase the e-filing rate in total. Money awards to the best field offices have been a
success.

Extending the e-filing period has drastically increased the e-filing rate.
Cooperation with software developers is invaluable.

Switzerland

USA

29.

Significant increase of e-filers in 2005 (+25%).
Incentives result in high quality and constantly improved tax forms.
Information reaching a large number of taxpayer population.

Increased e-file returns from 40 million in 2001 to 62 million in 2004.

Increased electronic payments.

Nationwide recognition of tax professionals result in continued support of and
increase in e-filed returns.

Articles related to the penalty rebate program reached 8 million businesses/picked up
by several trade magazines.

A few unsuccessful strategies were also reported. Iceland reported that sending flyers
to everyone filing VAT returns and tax withholding returns was largely a complete
failure resulting in less than a handful of new e-filers. This was due to the fact that ...
“the person filing the return is not usually the same person standing in line at the
bank.”

Lessons Learned

30.

31.

32.

33:

34.

35-

36.

For the most part, those countries investing time in building relationships with
organizations and other third parties found it time consuming but very useful in
order to create a demand-oriented e-filing system. Third parties are definitely good
allies.

Many countries also reported that self-help is provided to clients as much as possible
but telephone resource help should always be available.

Denmark’s direct phone calls to 90,000 enterprises resulted in very positive reactions
and their pre-filled declarations resulted in ease of use for the citizen to complete
their return on-line.

When reflecting on its flyer campaign, Iceland indicated that... “even though you have
the right target group, a good message and offer extensive support, your message can
easily get lost in a pile of junk mail.” They also indicated that their telephone
campaign worked but was labour intensive and time consuming. Extensions of time
were excellent incentives and paying attention to little things can make a big
difference.

Norway found that explanatory information in general is a good tool, especially
targeted information as an efficient way to stimulate e-filing rates. They also agreed
that incentives work and promote positive attitudes among users (especially in
contrast to mandatory requirements). In addition, they also commented on the
importance of e-learning when filing taxes.

Both Norway and Switzerland said important lessons were learned from solution
testing and plausibility tests to avoid false entries. Switzerland also indicated that
they had certainty that calculations and carryovers were accurate.

The USA learned that tax forums and education seminars increased participation in
the electronic filing program and awareness of electronic filing and paying programs
increased due to the investment in marketing campaigns.

10



Research Conducted to Support the Strategy

37-

38.

The majority of countries conducted surveys to obtain perceptions (attitudes) and
experiences (satisfaction) with electronic filing products and services. Those
surveyed included tax practitioners, business and individual taxpayers. Internal
system database queries were conducted to determine how many taxpayers would be
affected by mandates. Pre and post-TV ad campaign awareness surveys were
conducted by several countries. Focus group with tax offices, testing of TV ads and
incentives were carried out in addition to one-on-one discussions with tax
professionals and taxpayers. Client profiling, statistical and demographic analyses
were reported by several countries. Feedback from Helpdesk personnel was collected
and analysed. Ongoing consultations with other stakeholders and partners were also
reinforced. Statistics on browsers and versions was also collected before making
improvements.

The Republic of Korea in particular, invested in face-to-face interviews with tax
accountants in the early stages of development of e-services due to their important
role, resulting in tax accountants now having the ability to issue their client’s
certificate and get client’s tax related information at his office via e-services.

11



CONCLUSIONS

39-

40.

41.

There are many “good practice” conclusions that can be drawn from the survey
feedback as reflected in the outcomes of activities.

It is apparent that the majority of information campaigns have been effective in
increasing awareness and usage of electronic products and services, though word of
mouth has also been effective in some cases. Relationship building may be time
consuming but pays off in the end. Incentives, especially in the form of extensions
have a positive impact as do monetary awards and peer recognition. Mandates, while
never popular, have a positive impact on electronic filing but for the most part are not
strictly enforced during the first year of implementation. On-line support is a must
but direct support is still the preferred method by the general public.

Finally, there is the investment of staff, money, and effort over a fair period of time
that are prerequisite elements for all of the strategies that must be deployed high
levels of success.

12
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CTPA/CFA/FTA(2006)2

What Ideas Has the United States Successfully Implemented or Considered To Encourage Its Citizens to Use

Electronic Programs?

Strategy Type/ Activities and Players Outcome of your Lessons What Type of
Specific Strategy Activities ' Learned Research was
and Type of Tax" Conducted to

Support the
Initiative?
Information campaigns (e.g. mass marketing, targeted mail)
Marketing Campaign — « TV Commercials — Increase in e-filed | Awareness of |« One-on-One
Form 1040 Individual Advertising Agency returns from 40 | electronic filing discussions
Income Tax Filers « Radio Commercials — Million in 2001 to 62 | and paying with
and Payers Advertising Agency Million in 2004 programs Taxpayers
*  Outreach activities by increased. and Tax
staff in field offices — Increased electronic Professionals
IRS employees payments on e-file
e Print Ads e Tax
*  Spanish-Language Professional
Marketing Campaign Attitugiinal
+  Cooperative marketing Tracking
campaign sharing with Study
tax professionals and e Taxpayer
software developers Attitudinal
Players: Tracking
+  States that have Study
mandated e-filing +  Tax
of tax returns Professional
»  Tax Professionals Satisfaction
Study
«  Taxpayer
Satisfaction
Study

Incentives (e.g. rebates, faster refunds, longer filing peri

ods, reduced tax return

data needs)

Incentive Program for
Tax Professionals -
Form 1040 Individual
Income Tax

Annual nationwide

recognition for high e-file

volume and quality of
returns

*  Continued
support of and
increase in e-
filed returns

¢  Total number
and quality of
business and
individual

o Peer returns filed
recognition  E-File usage
o Exemplary rates
tax e E-File
professional potential
awards
o Award
Dinners
Tax Forums (All tax e Educational seminars | Increased Increased « Tax
types that can be filed for Tax Preparers applications to | participation in Professional
electronically) around the country become a Tax | electronic filing Satisfaction
«  Offer Continuing Professional who | program Surveys
Professional electronically files e Tax

Education credits

tax returns

Professional
Communication
Tracker

Penalty Rebate
Program (Form 941
employment tax)

Direct mail marketing
to Tax Professionals
Information pushed
through partnership

¢ Atrticles reached
8 Million
businesses

* Articles picked

Focus groups
on incentives
for those
willing to use

I3 Different approaches may be needed for different types of taxes.

' Include your successes and activities you considered but may not have been as successful.
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CTPA/CFA/FTA(2006)2

Strategy Type/
Specific Strateg
and Type of Tax"

Activities and Players

(o)

utcome of ¥our
Activities '

Lessons
Learned

What Type of
Research was
Conducted to
Support the
Initiative?

outreach channels to

trade associations
IRS Press Release
and Social Security
Administration /IRS
Reporter newsletter
Website keyword

Electronic Federal Tax

Payment System-
penalty.

Tax Professional kits

Website for free e-
payment marketing
materials

Players -

Tax Professionals
Trade
Associations

up by several
trade
publications
Distribution of
free marketing
materials

an electronic
means to pay
their
employment
taxes

Mandated requirements

Mandates
(Corporation Returns
and Tax Exempt
Returns)

Regulations require
certain large
corporations and tax-
exempt organizations
to electronically file
their income tax or
annual information
returns

Players-

Congress

For tax returns
that are due in
2006, regulations
require that large
corporations with
total assets of
$50 million or
more file their
Forms 1120 and
1120S
electronically.
For tax returns
that are due in
2006, regulations
require that tax-
exempt
organizations
with total assets
of $100 million or
more file their
Form 990
electronically.

Queries of our
own internal
systems to
determine
how many
taxpayers
would be
affected by
the mandate.

Direct support (e.g. free software, online help facility)

Other
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