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World Bank DRM Priorities

How can the tax system and domestic revenue mobilization (DRM) support inclusive growth?

Achieving a tax to GDP of 15% is critical to moving from a low to lower-middle-
income country.

Limited progress has been made in recent years in tax collection in low-income
countries despite the large untapped tax potential in terms of tax policy and tax
compliance improvements.

Digitalization, tax predictability, and effective administration are becoming
increasingly important avenues through which the tax system impacts trade,
competitiveness and investment.

The Bank is prioritizing the DRM agenda in low-tax collection countries through
better knowledge products, partnerships, and a new corporate scorecard.



Importance of tax digitalization for DRM
What role can tax digitalization play in supporting DRM?

Digital Transformation can yield significant tax collection results

= E-invoicing and electronic fiscal devices could generate an 0.7% of GDP in revenues (Benitez)

= [ntroduction of e-invoices increased VAT liabilities by over 5% in Peru (Bellon et al.)

= E-filing reducing the compliance burden by 40% in Tajikistan (Okunogbe)

= Tajikistan freed-up 5,800 staff hours monthly due to e-filing (Okunogbe and Pouliquen)
= Al was able to predict 100% of non-compliance found by officials (WB)
Digital Transformation can help Governments achieve Broader Objectives

= Effective tax administration and increased tax predictability are critical to tax competition,
particularly in light of the alignment in tax policy through the Global Minimum Tax

= Online portals and data reporting can increase tax transparency and enhance trust


https://www.imf.org/-/media/Files/Publications/SDN/2023/English/SDNEA2023006.ashx
https://www.sciencedirect.com/science/article/pii/S0047272722000639
https://www.aeaweb.org/articles?id=10.1257/pol.20200123
https://www.ictd.ac/blog/tax-compliance-costs-digitalisation/

Additional Impacts of Tax Digitalization

How does tax digitalization impacts trust, DRM, and the social contract?

Taxpayer trust is crucial for DRM. Effective tax administration relies on taxpayer trust to
foster voluntary compliance and reduce enforcement costs.

Trust is the foundation of the social contract. Trust forms the foundation of the social
contract between citizens and the state, where citizens agree to comply with tax obligations
in exchange for public goods and services.

Tax represents a key access point. Tax is one of the main access points between citizens
and governments that can influence trust.

Erosion of trust can lead to a viscous cycle. When trust is eroded, a vicious cycle can
form where the social contract weakens, leading to reduced compliance, increased tax
evasion, and a decline in public revenue.

« Tax digitalization is a significant disruptor of this access point. There are numerous
S examples of tax digitalization disrupting these access points, having significant positive or
negative impacts on DRM, taxpayer trust, and the social contact.



Trust and Voluntary Compliance
How does taxpayer trust relate to voluntary compliance?
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Taxpayer Rights and Trust
How do each of the IRS taxpayer rights map to the drivers of taxpayer trust?

1 TheRight to Be Informed Transparency

3 The Right to Pay No More than the Correct Amount of Tax
4 The Right to Challenge and Be Heard Representation and due process
5 The Right to Appeal a Decision in an Independent Forum Representation and due process Transparency

'/ The Right to Privacy

8 The Right to Confidentiality Representation and due process

9 The Right to Retain Representation Enforcement legitimacy Representation and due process

1 O The Right to a Fair and Just Tax System Enforcement legitimacy



Tax Technology
Which types of technology will be explored in the paper?

The paper will explore the following technology in turn, outline case studies of implementation and the impact
this had on trust, and summarize the lessons learned. The intention is to produce a list of dos and don'ts for
implementing this technology concerning the potential impact on trust:

Virtual Conversational Assistant: Support taxpayers with tax-related

Al and Data Analytics: Used to analyse data and identify fraud. .
gueries.

Web Scraping, Crawlers and Social Media: Used to engage with
taxpayers, share useful information and collect data on taxpayers
to identify fraudulent activity.

Cyber Security: Cyber crime presents a new threat to tax
administration .

Online Portals, Pre-Filled Returns, and Electronic Payments: Can
provide real-time information, administration, and increased
transparency for taxpayers.

Data: High volumes of data must be held and technology like cloud
computing must support this.

E-Invoicing: electronic generation, exchange, and processing of Integrated Systems: Ccomprehensive digital platform that
invoice documents between suppliers and buyers in a standardized streamlines and automates the processes of tax collection,
digital format. management, and compliance for tax authorities and taxpayers.

Taxpayer and Staff Training: Training for officials on technology
tools, the tax risks associated, and maintaining tax knowledge. As
well as bridging the digital divide.

Digital ID: Provides greater opportunity to validate taxpayers and
taxpayer status'.



Fvaluation
What do case studies show about the interaction between the drivers and different technology?
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Cross Cutting Lessons
What are the cross-cutting lessons across the implementation of all technologies?
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Transparency in tax administration processes is crucial, particularly with regards to
decision making and the collection of data.

Engaging with stakeholders is critical to identify local issues, test the technology,
and generate support for the changes.

Training and guidance for users and tax officials are necessary for all technological
implementations, coupled with the appropriate time lags.

Regularly monitoring, evaluating, and adapting tools address emerging issues and
improve the systems, particularly where issues only become apparent in practice.

Active human intervention mitigates issues, through escalating to a human if a
technology is limited, or actively ensuring a human reviews decisions.
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representation, warranty or assurance of any kind, express or implied, as to the accuracy or completeness of any of the information contained herein.

No Offer or Solicitation Regarding Securities. This presentation may include information relating to certain IBRD securities. Any such information is provided only for general informational
purposes and does not constitute an offer to sell or a solicitation of an offer to buy any IBRD securities. All information relating to securities should be read in conjunction with the
appropriate prospectus and any applicable supplement and Final Terms thereto, including the description of the risks with respect to an investment in such securities, which may be
substantial and include the loss of principal. The securities mentioned herein may not be eligible for sale in certain jurisdictions or to certain persons.

Consult with Advisors. Investors considering purchasing an IBRD security should consult their own financial and legal advisors for information about such security, the risks and investment
considerations arising from an investment in such security, the appropriate tools to analyze such investment, and the suitability of such investment to each investor's particular
circumstances.

No Guarantee as to Financial Results. IBRD does not warrant, guarantee or make any representation or warranties whatsoever, express or implied, or assumes any liability to investors
regarding the financial results of the IBRD securities described herein.

Each recipient of this presentation is deemed to acknowledge that this presentation is a proprietary document of IBRD and by receipt hereof agrees to treat it as confidential and not disclose
it, or permit disclosure of it, to third parties without the prior written consent of the IBRD. All content (including, witho ut limitation, the graphics, icons, and overall appearance of the
presentation and its content) are the property of the IBRD. The IBRD does not waive any of its proprietary rights therein including, but not limited to, copyrights, trademarks and other
intellectual property rights.

This presentation includes forward-looking statements. These forward-looking statements include statements concerning plans, objectives, goals, strategies, future events or performance,
and underlying assumptions and other statements, which are other than statements of historical facts. The words "believe," "expect," "anticipate," "intends," "estimate," "forecast," "project,"
"will," "may," "should" and similar expressions identify forward-looking statements. The forward-looking statements in this presentation are based upon various assumptions, many of which
are based, in turn, upon further assumptions, including, without limitation, management's examination of historical operating trends, data contained in IBRD's records and other data
available from third parties. Although IBRD believes that these assumptions were reasonable when made, these assumptions are inherently subject to significant uncertainties and
contingencies which are difficult or impossible to predict and are beyond its control, and IBRD may not achieve or accomplish these expectations, beliefs or projections. Neither IBRD, nor any
of its members, directors, officers, agents, employees or advisers intend or have any duty or obligation to supplement, amend, update or revise any of the forward-looking statements
contained in this presentation.
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