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Tax agencies must operate in an environment of increasing complexity and  
constrained budgets – with fewer resources to collect the very revenue that  
would alleviate shortfalls. 
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To achieve their revenue collection goals, 
tax agencies must focus on ensuring 
that businesses and individuals comply 
with the tax code and that noncompli-
ance is identified and addressed. They 
must overcome challenges associated 
with fragmented information systems, 
which thwart their objectives by contri
buting to revenue leakage, poor con-
stituent service, and growing levels of

fraud. Rising complexity – caused by 
cross-border and Internet-based trans-
actions, mobile populations, outsourcing, 
and other factors – also contributes to 
the challenges.

By embracing the citizen-focused prin-
ciples of e-government, tax agencies can 
make great strides in advancing their 
programs. Through better support of

their agents with customer relationship 
management (CRM) and data analysis 
software solutions, tax agencies can 
enhance service delivery in tax interac-
tion centers. They can better manage 
large volumes of tax cases, establish 
communication campaigns to shape 
public awareness, and close the loop 
between analysis and execution in the 
interest of continuous improvement. 
SAP provides well-integrated solutions 
for citizen-centric tax and revenue man-
agement, helping governments around 
the world better meet their goals for 
positive constituent relationships, com-
pliance, and revenue collection.

Executive Summary
Embracing the Citizen-Focused Principles  
of E-Government

The pressures on tax agencies today are diverse and 
growing. There is strong urgency to secure funds to address 
the fiscal challenges of governments, while at the same time 
aligning with political objectives to become more citizen  
focused. Tax agencies must operate in an environment of 
increasing complexity and constrained budgets – with  
fewer resources to collect the very revenue that would  
alleviate shortfalls.   
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complete information, taking legal action 
against those not in compliance can be 
hindered. And fraud will tend to grow.

Efficiency 
A lack of well-integrated information 
systems makes tax collection and com-
pliance enforcement very resource 
intensive. Agencies must either hire 
more staff to compensate for the lack 
of good information – or their govern-
ments must settle for a larger tax gap.

Addressing Rising Complexity

Many factors compound these chal-
lenges. Tax profiles of businesses,  
families, and individual citizens have 
been complicated by a global economy, 
mergers and acquisitions, frequent job 
and residence changes, shifting life-
styles, and an increase in home-based 
businesses. Taxable transactions are 
more involved as national economies 
are becoming increasingly complex  
and intertwined. In some countries, 
high income paired with a cash-based 
economy makes tax avoidance more 
prevalent. And many types of financial 
transactions now occur online; criminals 
are employing new Internet-enabled
tactics involving identity theft and  
multiple IDs. These developments add
new dimensions to tax collection and 
compliance enforcement.  

Taxation remains a key policy tool, 
addressing social objectives, economic 
growth, and foreign investment. Because 
tax laws are influenced by so many  
different agendas, they tend to grow in 
complexity over time. Yet it’s essential 
to enable a clear and simple under-
standing of requirements as they apply 
to any specific individual or business. 
Such clarity facilitates voluntary compli-
ance with tax obligations and helps 
reassure constituents that rules are 
being applied fairly.  

Governments want citizens and busi-
nesses to be fully compliant, and 
achievement of this goal is facilitated 
when citizens find it easy to follow  
the rules. Through better compliance, 
governments can close the tax gap – 
ensuring that citizens and businesses 
pay the full tax that is due. 

Tax agencies must also address  
noncompliance – another growing  
challenge, given tax-code complexity, 
the increasing web of transactions in 
which businesses and individuals can 
engage, and the need to sustain con-
stituent goodwill. Agencies must iden
tify citizens and businesses that are not 
filing appropriately or are evading taxes 
– and enforce the law to address any 
fraudulent activity.

Challenges Arising from  
Fragmented Information Systems 

In addition to the political and fiscal 
requirements facing them, tax agencies 
are typically dealing with aging, stand-
alone information systems. Some of the 
resulting challenges include the following.

Stemming Revenue Leakage
Agencies typically operate several sys-
tems, built over many years to cover 
different types of taxes, fees, and pay-
ment methods. Information gaps result: 
for example, whether taxes are being 
fully collected in line with new legislation. 
System inflexibility can create difficulties 
addressing these gaps and thus can 
mean significant amounts of uncaptured 
revenue.

Enabling Good Service and Facilitating 
Compliance
With multiple systems and a lack of 
standardization, it can be difficult to 
create a single view of a taxpayer’s 
income records and filing obligations. 
This lack of visibility results in inaccura-
cies and poor constituent service – and 
thwarts efforts to improve efficiency and 
create “one-stop shopping” for taxpay-
ers. Moreover, storing taxpayer data in 
multiple locations – with limited access 
by agency employees – makes it diffi-
cult to respond to specific taxpayer needs 
and thereby facilitate compliance. 
 
Enforcing Compliance and Reducing Fraud
With inefficient, disparate systems, it’s 
difficult to determine whether any spe-
cific taxpayer is compliant. Audit cover-
age may be poorly targeted and recov-
ery rates may be low. With a lack of

Growing Challenges for Tax and  
Revenue Agencies
Ensuring Compliance, Closing the Tax Gap

Governments want citizens and businesses to be  
fully compliant, and achievement of this goal is facili-
tated when citizens find it easy to follow the rules.
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