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the integration of digital skillsets into every aspect of tax administration is arguably of
a similar level of importance to tax authorities as understanding compliance costs.
Without effective integration, and the reskilling and upskilling of every tax
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The Council bases its recommendation on a comprehensive body of work over time by
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2.

Surprisingly, given the emphasis by the OECD on digital government across all facets
of its work, the 2019 Recommendation of the Council on Public Service Leadership and
Capability (OECD 2019b) makes no reference to digital government or digital
transformation, which will fundamentally change the work of government. However, it
does recommend the two elements particularly critical to the implementation of digital
government and an effective and trusted public service: building a values-driven culture
encouraging difference, diversity and inclusion; and identifying, attracting and
developing a workforce with appropriate knowledge, skills, competencies and
capabilities.

This article draws on the significant literature that identifies the coming disruption to
the future workforce. However, it focuses specifically on how this is likely to impact on
tax administration. Section 2 identifies how the significant advances in digital
government are likely to shape future public service and tax administration capability.
Section 3 identifies the response of tax administrations at a high level, with particular
reference to the work of the OECD in guiding the direction of tax administrations and
their interaction globally. Section 4 identifies, based on the evidence available, the
changing capabilities likely to be needed for the future tax administration workforce.
Section 5 draws on the literature, the context and likely direction of digital government
and sets out the principles applicable to the design of a capability strategy for tax
administration, identifying significant immediate challenges and potential solutions.
Section 6 concludes with recommendations.

ADVANCES IN DIGITAL GOVERNMENT: TRANSFORMING CAPABILITY
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government and digital tax administration in different ways. The seven components are:
computing power; internet of things; 5G networks; cloud computing; big data; artificial
intelligence; and blockchain. Most are obvious and fundamental to operating a tax
system. Less obvious may be the internet of things, or technology integrated into
everyday items, which will revolutionise intelligent automatic interaction with the tax
administration. Examples include: accurate and real-time measurement of depreciation
through sensors embedded in assets, detailed analysis of construction projects through
embedded chips, software, etc, real-time automated measurement of trading stock and
deductible expenditure.
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This requires cultural change and an ability to embrace digital innovation,
experimentation, collaboration to develop digital and data-driven government and tax
administration. Sweden found change across government was hindered by a risk averse
approach with a fear of failure, complacency with the status quo, and a lack of urgency
in providing improved public value in an increasingly digital society. Part of the way to
overcome this is for the public sector (and tax administration) to work closely with
public and external practitioners in increasingly agile multidisciplinary teams, while
operating within a sophisticated and adaptable governance framework to improve
performance and public trust. Otherwise each level of government could face an
accelerated loss of trust and be perceived as out of touch with societal and technological
trends (OECD, 2014; Lindgren & van Veenstra, 2018).

Fundamental to this transformation is talent attraction and internal skill development. A
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demonstrates early projects undertaken to provide the digital infrastructure to keep
building a digital tax and welfare organisation.

However, while the DTS demonstrates that Australia is working or planning across all
seven components of a digital technology ecosystem discussed above (OECD, 2019c,
p. 18), much is at an early stage. So, too is its capability uplift, for which the APS review
recommends urgent building and measuring (Department of the Prime Minister and
Cabinet, Australia, 2019, p. 60). The aspirations of the DTS provide guidance on the
characteristics it requires in its future workforce, which encompasses tax administration
(Digital Transformation Agency, Australia, 2018, p. 39):

Our five objectives to be fit for the digital age are:

01 Equip our people and Australian businesses with the skills necessary to
deliver world-leading digital services.

02 Adopt better ways of working that bring people together quickly and
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3.
3.1

events) or business events (business formation, merger, insolvency). Tax employees
will need to develop high levels of emotional awareness and customer experience
management to proactively use the information in a way that builds trust and ensures
taxpayers see the clear benefits.

The effectiveness of technology driven cyber security, artificial intelligence, data
analytics and similar applications will require increasing levels of human judgment and
problem-solving capability at every level of the tax workforce. Additionally, ethics,
security and cross-departmental and governmental considerations become relevant at
lower levels and involve less experienced personnel.

The common theme across this and earlier reports is that the silo-based approach to
working will affect the tax administration particularly. The cross-functional interaction
needed to make the tax system work effectively is made easier by technology. However,
technology will require new ways of working that are more dynamic, responsive,
flexible, less hierarchical with the ability to work easily across structural and
organisational boundaries. This also requires tax authorities to develop very different
leadership skills to achieve comprehensive digital transformation and cultural change.

The drivers for tax authorities include the broadening of their remit from the traditional
areas of tax information gathering, audit and investigation, assessment, collection and
enforcement, review, dispute resolution, and support for litigation. Social transfers and
payments, administration of student loan systems, and management of massive data
sets, information flows and funds all contribute to the imperative for the tax workforce
at every level to develop their knowledge, skills and capabilities.

There is a transformation globally from e-government to digital government. It requires
new and changing knowledge, skills and capabilities. Tax administrations historically
have had to have some of the largest and cleanest datasets and are ideally positioned to
lead digital government. If some understanding is established of how tax administration
is responding to digital government, it is possible to begin mapping the needs of its
future workforce.

THE RESPONSE OF TAX ADMINISTRATION TO DIGITAL GOVERNMENT

The OECD Comparative Information series on Tax Administration
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the fact of operational implementation and the likely changing characteristics of the tax
administration workforce.
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expertise; digital maturity; diversity and inclusion; and fit-for-purpose management
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Human-centred design: the design, behavioural psychologists, ethnographers,
analysts and programmers, for example, who map the ‘journeys’ and ‘life
events’ or ‘experiences’ of different stakeholders across the tax administration
value chain both external and internal, to support an inherent and
comprehensive culture of trust, service and public value. This has become
central to the tax compliance and engagement focus. Tax events are mapped to
a taxpayer’s journey, for example, birth, death, business formation, buying a
property etc. where the taxpayer receives ‘personalised” digital interventions
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5. A CAPABILITY STRATEGY FOR TAX ADMINISTRATION

7D[ DGPLQLVIUDILRQ (OECD, 2019g, p. 133) notes that most tax administrations
recognise the importance of transforming their workforce to deliver digital tax
administration. It suggests 80% have gap analyses with formal plans to address these,
train staff and develop appropriate capabilities. The realities do not align with most
OECD reports on the progress to digital government discussed in this article. More than
a dozen detailed individual country reports undertaken by the OECD support this
conclusion,® which is also reinforced by the experience of New Zealand, traditionally a
leader in digital transformation. New Zealand’s 6IUDIHI\ IRU D GLILIDO SXEOLF VHUYLFH,
SURJUDPPH RI ZRUN in 2020 notes that much of the work in ‘Leadership, people,
culture’, including determining future capability needs and determining a digital
strategy governance, partnership and implementation model, is yet to be started (New
Zealand Government, Department of Internal Affairs, 2020). It is not surprising, as it
aligns with general corporate preparedness (e.g., WEF, 2019, p. 19), described for many
companies as ‘still in its infancy, remaining overly based on short-term (quarterly or at
most annual) time horizons and simple headcount statistics’.

5.1 The pressing need to develop a tax administration capability strategy

The World Economic Forum (2019, p. 20), recommends that digital transformation
should leverage strategic workforce planning to establish strategic skills mapping within
jobs and close the management knowledge gap of skills and talent required. To achieve
this, it argues, will require both targeted and general upskilling at scale using appropriate
learning curricula, aligned to skills needs. It will also require a rethink of organisational
structures, transformation of the culture to attract and retain next generation talent,
lifelong learning and to boost diversity.

This section addresses some of the issues that should shape a strategy for a tax
administration to implement the first two steps: managing the skills gap; and upskilling
the workforce (Rajasekar & Khan, 2013, p. 38). The literature on organisational change
and workforce development is substantial. This section simply identifies the challenges
that digital government and digital tax administration bring to the design of a high-level
workforce strategy.
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not permit the delegation or outsourcing of the general operation of the tax system or its
administration (Bentley, 2007, p. 254). This means that workforce renewal, upskilling
and reskilling is essential to meet the requirements for jobs in the role clusters identified
above, but the imperative occurs in an environment in which ‘double pressure’ from
reduced budgets and technology change, remains a significant management issue over
time (OECD, 2019g, p. 121).

5.2 Significant risks to avoid

There are at least three significant risks for tax administrations that flow from a
resource-constrained environment. The first is a failure to understand and acknowledge
the size of the challenge, in part simply because it is a transformation to digital tax
administration following an already substantial transformation to electronic tax
administration. This was identified in the Swedish report (OECD, 2019f).

The second is the relative unpreparedness for the comprehensive data-driven human
resources management required to transform the tax administration workforce at scale,
as recommended by the OECD Council (2019b). The OECD report, 7KH SDIK IR
EHFRPLQJ D GDID GULYHQ SXEOLF VHFHRU, notes that (2019a, p. 156):

HR [human resources] data are abundant .... However, most countries only
collect HR data, as they struggle with scientifically analysing, insightfully
interpreting and proactively using them for better management decision
making and HRM [human resources management] policy development and
delivery. They are still not sure how to make sense of all these data or what to
do with them; there are a lot of challenges in making DDHRM [data-driven
human resources management] work well. Data scientist is not yet a common
job profile within HR departments.

The third is that the incremental workforce capability approach identified in many
businesses (WEF, 2019, p. 19) could become the primary option for the tax workforce,
providing general incremental training that does not deliver the required skills uplift at
scale. Resource constraints compound the challenge of reinventing a large-scale
workforce development training program that is systematically embedded. There is
therefore a natural tendency instead to rely on recruitment, in a market for talent that is
increasingly competitive, combined with targeted headline leadership training (WEF,
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5. Consider the opportunities and potential for collaborative skill-sharing with
partners across government, global governments, businesses and third parties.
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