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• Introduction: digitalisation; digital tax
• Literature review: 

- Organisational change & its implications
- Case study method & selection of cases  

• New Zealand case study –
Business Transformation

• United Kingdom case study –
Making Tax Digital

• Comparative case analysis
• Questions/comments
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• Digitalization: a tool to detect & reduce 
evasion & avoidance – see, e.g., 
Country-by-Country Reporting (Sadiq & 
Sawyer, 2018)

• Digitalization: assists with policy goals: 
reduce costs, develop new social & 
economic policy areas, more information 
for analysis.  Initial set up costs, plus 
systems in parallel

• It is about the transformation of the 
system and organisation as  whole, 
redefining an organisation’s desired 
outcomes (de Souza Watters & Leong, 
2014)

• EY (2018): Digital tax strategy: Figure 1.
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Figure 1:



• “Digital technology is a way to transfer, process, record, generate and display 
information electronically. It includes, but is not limited to, internet-enabled 
systems, email, text, apps, and social media. This discussion document uses 
“digital’ as shorthand for any electronically enabled technology; in whatever 
form that might take today and in the future.” (IR 2015, emphasis added) 

• Pre-population of returns can provide substantial benefits, but requires 
extensive collaboration with third parties and will change the nature of the 
agent / authority / taxpayer relationship

• Simplicity drives success: the older and more complex a tax system is, the 
harder it will be to create an understandable and reliable digital equivalent

• Digital exclusion must not be ignored or underestimated; those that cannot 
or will not use digital methods must be properly considered and catered for

• There are key factors which make different tax systems variously harder or 
easier to digitalise. For example, pre-existing universal filing, or high levels 
of tax morale, or a pressing need to crack down on the grey economy can all 
work in favour of digitalization. (ICAEW, 2016, emphasis added)

Introduction (2)
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Literature Review
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• Channel shift: from face-to-face & postal, to call centres & digital channels 
• Organisational change approaches (ICAEW, 2016):

- Shock change (‘big bang’) - rapid transition from current to new platform –
very risky;

- Pilot studies - such as trial with one particular tax (e.g. VAT/GST), &
choose/seek volunteer taxpayers to test the new system;

- Roll out in a series of phases (e.g. by size, sector, geography, tax type),
retiring the old system as each new system comes out

• ICAEW (2017): Most affected in UK: 
- Taxpayers with poor broadband availability, complex tax & accounting rules; 
- Non-resident taxpayers (e.g. landlords with difficulty in obtaining information

from tenants); 
- Medical professionals working from different sites; 
- Construction workers; 
- Certain tax credit claimants; and 
- Those with VAT not covered by current software products.
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• ICAEW (2016) - major barriers, with digitalization: 
- Digital exclusion;
- Cost and complexity;
- Security and privacy;
- Legacy systems;
- Future-proofing;
- Mission creep;
- Limitations on the digitalised tax system;
- Tax morale; and 
- Inverting the tax flow.

• Review of the Inland Revenue Authority of Singapore (IRAS) 
• Numerous lessons were learned, observing: “the traditional thinking associated 

with the conventional management of customer relations no longer applies in 
the Internet economy.” (Tan and Pan, 2003, emphasis added): 

• Developed model for organisational structure and responsiveness (next slide). 
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• De Souza Watters & Leong (2014): 
rethink of IRAS’s mission crucial to 
success

• McCallum (2017): ‘blockchain’ is a 
mechanism that utilises technological 
advances to provide enhanced 
cybersecurity while granting access to 
others within a ‘chain 

• Enables the revenue authority, along 
with banks, tax preparers & their clients, 
to all be part of a blockchain

• Yin (2003): use a case study to 
understand complex social phenomena; 
allows a holistic & meaningful view of 
characteristics of real-life events.

• NZ & UK members of Digital 5.

Tan and Pan (2003):  Figure 2: Changing 
customer relationships as bureaucratic 
organizations move towards anticipative and 
responsive practices through e-transformation 
major barriers.



NZ – Business Transformation

8

• Mason (2016): 
“Inland Revenue’s (IR’s) current FIRST computer system, which was state-of-the-art in 
the early 1990s, has become increasingly impractical and costly and there are 
difficulties adding functionality. Even if the government wished to introduce a capital 
gains tax or new social policy framework, I seriously doubt that the current system 
could handle it.”

• Business Transformation (IR 2017, emphasis added):
Business Transformation* is a multiyear, multistage change programme that 
involves our people, processes, policy and technology. The activities within this 
appropriation will enable a modern, digital revenue system by:
- simplifying policy and legislative settings
- making more intelligent use of information to proactively ensure
customers get it right from the start

- fitting revenue processes seamlessly into people’s lives
- transforming our organisational capabilities
- implementing a modern technology platform (START) that is digitally

based and highly automated.
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• Business Transformation: save money for IR; save time for taxpayers/tax 
preparers; make system more certain; administration of tax & social policy in 
one place

• Fits within IR for the Future strategy, along with the IR Compliance Model 
with the ‘customer’ at the centre

• Better Digital Services (2015): Benefits: greater convenience; greater speed 
and confidence; reduction in effort; improved, more rapid and responsive 
customer services; reducing the cost of tax administration; improved delivery 
of services across government

• Key Principles: No one size fits all; 
Tax compliance and access to entitlements are critical; & 
Change not imposed without careful consideration of the costs and benefits

• Making Tax Simpler Green Paper (2015): move from ‘dollar perfect’ to ‘close 
enough’.
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• IR (2016, emphasis added) – Business Transformation needs to provide:
“In short, Inland Revenue’s processes and systems should be simple, and 
make it easy to get things right and hard to get things wrong, be quick and 
low-effort to use, provide more certainty, and should not require duplication 
of effort by customers or associated third parties. They should also be flexible
enough to move with technology developments.”

• Phase 1: secure digital services, GST, new migrants, NZ Business Numbers: √
• Phase 2: remaining taxes; changes to: PAYE, AIM, myIR (commences 17/4/18)
• IR: new organisation groups: Customer and Compliance Services – individuals,

families and micro-businesses; Customer and Compliance Services – SMEs; &
Information and Intelligence Services

• Expected direct costs of Business Transformation: $NZ1.5 - $NZ1.7 billion, plus
externals (e.g. tax preparers, software, etc.)

• Benefits of Business Transformation: see Figure 3 (on next slide).
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• No discussion of methodology for calculating
benefits – see Figure 3:

• External assessments: NZ Treasury (2017):
• While much of IR’s approach was considered

to be exemplar and the programme was on a 
positive trajectory, caution was expressed that 
IR needs to be on “... continual guard against 
optimism bias and complacency”.

• KPMG (2017): programme 25% behind 
schedule, facing resource constraints, with IR 
responding appropriately

• IR will be able to better target its review activity 
with better information flows  

• Perhaps preparers should consider whether their 
clients should be offered ‘audit insurance’ 
(Mason, 2016).

Figure 3:
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• Critique: Preliminary only as at mid-point with 3 years to go
• More than implementation of a new IT system: complete change in IR’s approach 

to tax administration, reskilling staff, ‘customers’ at centre, enhanced digital 
platform

• Behind schedule: but seeking to ensure delivers as intended
• Approach consultative: numerous documents issued with submissions received
• External quality reviews: NZ Treasury & KPMG – keeps IR ‘on its toes’, 

provides external validity & confidence, plus independent assessment.  Much to 
be done & greatest risks (from a tax perspective) if system does not work as 
intended to come in next few weeks

• Imperative that Business Transformation does not go the way of the majority of 
IT-type projects and fail to deliver as expected.  NZ has a poor history (e.g. 
Novopay for schools)

• IRAS in Singapore should be the benchmark 
for assessment (in due course).

https://www.iras.gov.sg/irashome/


• MTD & Hansard (2015, emphasis added): “We are going to build one of the most 
digitally advanced tax administrations in the world in this Parliament, so that every 
individual and every small business will have their own digital tax account by the end of 
the decade in order to manage their tax online.”

• Adoption of computing in four waves (Stephen et al., 2011): 
(1) Centralised mainframe computers (1956-1976); (2) Personal computers 
(1976-1992); (3) Networked computing (1992-2008); (4) IT everywhere (2008-)

• Government Digital Service (GDS): not all progress smooth or met expectations
• MTD – four foundations: 

(1) Simplifying tax in that taxpayers would no longer have to give HMRC
information it already had; 

(2) Making tax digital for businesses including collecting and processing 
information as close to real time as possible; 

(3) Digital accounts so that taxpayers can see their complete tax affairs in one 
place; & 

(4) A system set up so that individual taxpayers can interact digitally with
HMRC at any time to suit them.

UK – Making Tax Digital

13



• Risks of digitalization – closing of offices and creating hubs/major centres –
staffing concerns, less convenient for taxpayers, call centres not providing 
quality service, etc.

• ICAEW: system needs to be designed and built to meet needs of HMRC & 
taxpayers and what works best for them

• CIOT: timetable needs to be realistic, need to ensure workloads & costs do not 
increase for taxpayers and businesses

• MTD series of consultative documents - submissions raised serious concerns:
(1) Only businesses with a turnover above the VAT threshold (currently

£85,000) will be required to keep digital records & only for VAT purposes;
(2) These business will only be required to keep digital records from 2019; &
(3) Businesses will not be asked to do so, or to update HMRC quarterly, for

other taxes until at least 2020.
• Piloting of MTD underway for VAT, with  > 12 months of testing
• Personal Tax Accounts (PTAs) – more than 9.4 m users by March 2017
• Small businesses have Business Tax Account (BTA) – roll out due 2020/21.

UK – Making Tax Digital (2)
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• Critique: early on the project – the analysis is preliminary only
• This is a transformational change, which has involved extensive consultation –

early feedback on the project being overly ambitious has been taken into 
account

• The ‘digitally challenged’ and ‘digitally excluded’ are likely to face difficulty 
when PTAS are in full use

• Tax Volunteers running Tax Help – shows evidence that MTD will not be easy 
for many older taxpayers & they will need help

• Closing of many HMRC offices, with job losses and super hubs has real risks 
with this approach – this may be more than temporary disruption

• MTD may benefit some taxpayers with others able to assist them
• With less personnel resource, HMRC will need to prioritise where this is 

provided – this includes the digitally challenged and digitally excluded.

UK – Making Tax Digital (3)
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Case study comparison

• Both projects are ambitious, and assuming are successful, will radically 
transform tax administration, especially the interactions between the revenue 
authority and taxpayers/preparers

• Both seeking to be amongst the most digitally advanced revenue authorities
• Both have recognised there are risks, including teething issues, and thus 

taking a phased approach
• Both acknowledge there are those that are digitally challenged and digitally 

excluded – more will need to be done for both groups as these projects reach 
completion and are fully operative

• Both will be laying off large numbers of staff and need to reskill many others 
– this will cause significant upheaval and disruption

• More could be done to ensure personal engagement by taxpayers with the tax 
system – changes in tax administration are inevitable

• Both face the risks of many IT projects – (partial) failure to meet objectives & 
cost overruns, changes in requirements, etc.

• Assessments are provisional only – need to revisit near completion of projects.
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Questions & Comments
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