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 Mobilizing Revenue
Emerging Approaches to Managing and Collecting Tax Debt 
to Improve Tax Payment Compliance

1 Annette Chooi is a consultant on tax, working for the Asian Development Bank (ADB) and other international bodies. 
She also worked for several years as a senior executive in the Australian Taxation Offi  ce. 

2 Organisation for Economic Co-operation and Development (OECD). 2020. Tax and Fiscal Policy in Response to the Coronavirus 
Crisis: Strengthening Confi dence and Resilience. Paris: OECD.

3 The term “tax debt” is used in this guidance note to describe all amounts owed to the revenue administration, whether due for 
payment or not. The term “arrears” is used to refer to amounts that remain unpaid after the due date for payment.

by Annette Chooi1

Introduction
Revenue bodies strive to maximize taxpayer 
compliance across all core compliance obligations 
because they recognize that these basic obligations 
must operate eff ectively together to build taxpayer 
compliance and the integrity of the whole tax 
system. The focus of this guidance note is on 
improving payment compliance, but it is important 
to keep the interconnectivity between each of 
these core obligations in mind (Figure 1). Payment 
compliance does not operate in isolation and may 
be undermined, for example, by late fi ling, incorrect 
reporting, and gaps in registration.

This brief is intended for use by revenue bodies seeking to improve eff ectiveness in managing tax debts 
for stronger revenue collection. It explores good practices in the management of tax debt and ways in 
which revenue bodies are using advances in technology and behavioral insights research to improve 
revenue performance by increasing tax payment compliance. The note then provides guidance for 
revenue bodies on strengthening their own approaches to tax debt management and collection. 

The brief was sponsored by the Domestic Resource Mobilization Trust Fund of the Asian Development Bank.

Revenue bodies around the world have reported 
increasing levels of debt and arrears, and the Asia 
and Pacifi c region is no exception. This is hardly 
surprising since most governments provided both 
fi ling and payment relief during the coronavirus 
disease (COVID-19) pandemic, so levels of debt 
were expected to escalate during this period.2

However, high debt inventories and an upward debt 
trend were already apparent in several jurisdictions 
before the pandemic. Thus, there may be more 
fundamental underlying weaknesses in tax debt 
management in some jurisdictions.3
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Improving tax collections is likely to be a 
priority for revenue bodies during this recovery 
period, focusing both on reducing baseline debt 
levels as well as arresting the upward trend in debt 
inventories. However, caution will be required, 
first, to manage stakeholder expectations about 
potential revenue; and second, to ensure that viable 
businesses and vulnerable groups struggling to 
recover from the pandemic-induced setbacks are 
not pushed over the edge.

Likewise, effectively managing tax debt 
is a critical element in strengthening revenue 
mobilization: if debts are not paid on time, then 
revenue clearly suffers.

To this end, this guidance note explores a 
range of opportunities for strengthening tax debt 
management performance, focusing first on 
using international advice on good fundamentals, 
and then examining some innovative regional 
approaches. The note then explores ways to 
exploit advances in data and behavioral sciences 
in developing new supportive, preventative, and 
corrective approaches.4

Regional Debt Trends
Tax Arrears Ratios
In the International Survey on Revenue 
Administration (ISORA) 2021, which is the first 
to gather post- COVID-19 data, around 60% of 
economies in the Asia and Pacific region reported 
increases in aggregate tax debt levels.5 Figure 2 
provides trends in tax arrears ratios for a subset of 
reporting economies where a time series of three or 
more years is available.6

Figure 2 shows the following:
• Over 40% of revenue bodies were reporting 

increasing tax arrears ratios prior to the 
pandemic, with most showing a pronounced 
uptick in 2020.

• Almost 45% of revenue bodies were reporting 
declining tax arrears ratios prior to the 
pandemic, with all but one of these economies 
reporting a reversal of the downward trend  
in 2020.

• There was a wide variance in reported tax 
arrears ratios, ranging from less than 5% to  
over 200%.

4 This guidance note draws on a range of publications, research, and revenue body information provided as part of the 
International Survey on Revenue Administration (ISORA). It also directs readers to advice on capacity building from 
international agencies.

5 Reported data are for the fiscal year ending anytime during calendar year 2020. The fiscal year-end date varies across 
economies and for some may only include limited data for the period post-COVID-19 onset.

6 The tax arrears ratio is the total year-end tax arrears as a share of annual net tax collections (%). A declining trend generally 
indicates improved payment compliance and/or debt collection effectiveness. An increasing trend may indicate reducing 
payment compliance and/or ineffective debt collection. The ratio can also be affected by economic conditions.

Source: Author.

Figure 1: The Core Taxpayer Compliance Obligations
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Korea, Rep. of = Republic of Korea; Kyrgyz Rep. = Kyrgyz Republic; Lao PDR = Lao People’s Democratic Republic. 
Notes: Maldives reported tax arrears for the period 2018–2020 (2018 = 96.6%, 2019 = 136.2%, 2020 = 236.9%) 
but the data have been removed due to the high number in 2020. The ratio includes the tourism land tax arrears, 
which may have contributed to the jump in 2020.
Source: International Survey on Revenue Administration, 2018–2021.

Uncollectible Debt
Uncollectible debt includes debts for which 
recovery is considered uneconomic to pursue 
or debts that are not legally collectible (such 
as where the debtor is insolvent, or the debt is 
statute-barred). Disputed debts remain collectible, 
although collection may be suspended either by 
law or administratively pending the resolution of 
the dispute. In some jurisdictions, a dispute may 
not be accepted unless payment is made (in part or 
in full). In others, disputation may by law suspend 
payment obligations (an undesirable feature open 
to abuse).7

Figure 3 shows that over 45% of reporting 
economies in Asia and the Pacifi c reported 
that an excess of 40% of the debt was deemed 
uncollectible. Around 25% of economies reported 
60% or more of their total debt inventory as 
uncollectible. High levels of uncollectible debt were 
reported most frequently in the Central and West 
Asia region, followed by Southeast Asia.

The high levels of uncollectible debt in current 
debt inventories is concerning on a number of 
fronts, including the following:
• Infl ating perceptions about potential revenue 

that may be mobilized with concerted eff ort on 
debt collection, with the possibility of misleading 
the ministry, government, and other stakeholders.

• Distorting management information and 
decisions about debt collection performance 
and resourcing, potentially undermining the 
targeting of performance improvement eff orts.

• Indicative of potential inadequate resourcing of 
the tax debt management function.

• Possibly linked to poor audit practices that 
result in questionable assessments.

• Refl ecting unrealistic debt recovery policies and 
practices and potential failure to recognize 
and/or take action when debt is not economical 
to recover.

• Indicative of inadequate write-off  policy 
and practices.

Figure 2: Tax Arrears Ratios for Asia and the Pacific, 2017–2020 
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7 Asian Development Bank (ADB). 2020. A Comparative Analysis of Tax Administration in Asia and the Pacifi c: 2020 Edition.
Manila: ADB.
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Writing-Off  Uncollectible Debt
Although it is incumbent upon revenue bodies 
to minimize uncollectible debt, despite their best 
eff orts there will always be amounts that will 
never be recovered. Insolvencies and statutes 
of limitations will render debts permanently 
uncollectible, whereas debts that are uneconomic 
to pursue may become collectible should the 
taxpayer’s circumstances change before the 
statute bar kicks in. The Strategic Principles of 
the Organisation for Economic Co-operation 
and Development (OECD) highlighted below 
emphasize the need to recognize debt that is 
not economical to recover and to have a sensible 
write-off  policy. Inadequate write-off  laws and/or 
administrative practices are clearly an issue 
for some revenue bodies in the Asia and 
Pacifi c region.

Legal provisions and administrative policies 
should be in place to enable the removal of 
uncollectible debts from current debt inventories 
without undue bureaucracy. Regular cleansing of 
the inventory should be undertaken, for example 
annually. Policies should be developed outlining 
when debts are deemed to be uncollectible, the 
approval processes, authorized approval offi  cers, 
and how the debts will actually be written off . Some 
jurisdictions have implemented business rules that 
automatically write off  small amounts of debt over 
a certain age, and statute-barred debts. Others may 
have more sophisticated analytics-driven ways of 

detecting potentially uncollectible debts. Systems 
should record an indicator to alert offi  cials to the 
presence of written-off  debt should the taxpayer’s 
circumstances change and there is justifi cation for 
reraising the debt.

Revenue bodies, particularly those carrying 
large uncollectible debt as part of their current 
debt inventory, are encouraged to review their 
situation using the OECD’s tax debt management 
maturity model to identify areas of defi ciency and 
opportunities for development of capacity.

Focusing on the Foundation—
International Good Practice

An Overarching Tax Debt 
Management Strategy
Eff ective revenue bodies set high-level strategies 
to guide and direct their operations. This enables 
them to be deliberate and intentional in their 
approaches across the whole organization. Doing 
so ensures that staff  and stakeholders understand 
the revenue body’s approach to supporting and 
managing taxpayer compliance and understand 
the interconnectivity of their actions. The strategic 
approach to tax debt management should be 
articulated clearly, connected with the strategic 
approaches of other areas, such as fi ling and audit, 
and key elements should be refl ected in the revenue 
body’s corporate strategic plan.

Figure 3: Uncollectible and/or Total Tax Arrears, Asia and 
the Pacific Economies, Fiscal Years 2019 and 2020
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An effective tax debt management strategy 
would be expected to be developed in conjunction 
with key staff, including those from other areas, 
and endorsed by the executive management 
or the board (if there is one). The strategic tax 
debt management strategy should identify key 
outcomes and dependencies, including budget, 
data, and information technology (IT). In addition 
to identifying priorities in shaping the development 
of future approaches, such as increasing use 
of data and behavioral sciences to improve 
approaches, the strategy should also directly shape 
the various actions, or delivery plans. As well as 
providing aspirational goals on building capacity 
and implementing emerging good practices, some 
revenue bodies also structure part of the tax debt 
management strategy along the lines of the OECD’s 
four main phases of tax collection (engagement 
before the due date, maximizing collection after the 
due date, effective and timely use of enforcement 
powers, and realistic debt recovery).8

Core Elements of a Well-Established  
Tax Debt Management Function
The Tax Administration Diagnostic Assessment 
Tool (TADAT) was developed collaboratively by a 
number of international agencies and is used widely 
to help revenue bodies assess current capabilities 
and identify capacity building opportunities.9 The 
TADAT field guide provides guidance on good 
practice across all core compliance obligations, 
including to support the timely payment of taxes. 
According to Performance Outcome Area 5, tax 
debt management aim is to “attain high rates of 
voluntary on-time payment and low incidence of 
tax arrears.”

TADAT stresses the need for the following:
• A legal framework with comprehensive 

procedural rules, collection systems  
(such as withholding taxes [WHT]),  
and recovery powers.

• Easily accessible guidance on payment 
obligations, such as due dates and how  
to make payments.

• Good filing compliance management.
• A comprehensive arrears management  

IT subsystem:
 ˚ Case management

 ˚ Analytics and risk profiling
 ˚ Management information system

• Dedicated collection enforcement capabilities. 

Annex 1 provides a more detailed summary of the 
TADAT guidance on tax debt management.

The OECD also provides guidance on tax debt 
management good practice and recommends that 
revenue bodies focus on four strategic principles 
(footnote 8). Consistent with the TADAT approach, 
these OECD principles also rely on underlying IT 
processes, workforce planning, and general taxpayer 
communication and guidance.

In addition to the overarching principle of 
having a high-level tax debt management strategy, 
the OECD sets out four strategic principles that 
align with the four main phases of tax collection:
• Engagement with taxpayers before the due date 

to:
 ˚ Assist them in understanding and meeting 

their payment obligations.
 ˚ Provide easy to use tools for payment, 

including e-services and personal  
accounts/portals.

 ˚ Remind about payment deadlines using 
tools such as letters, e-portals, SMS, and 
other media.

 ˚ Where technology allows, segment 
taxpayers by characteristics (for example 
the type of taxpayer, and level and 
characteristics of debt) to enhance 
effectiveness of engagement.

 ˚ Use proactive engagement with taxpayers 
who are at more risk of falling into debt.

 ˚ At a policy level, it is recommended that 
the jurisdiction has in place withholding 
systems, such as on salary and wages, 
dividends, and interest, and provisional 
taxes for business income.

• Maximizing collection after the due date but 
before the use of enforcement powers by:
 ˚ Staying in touch with debtors to influence 

them to pay as early as possible.
 ˚ Identify debtors who are unable to pay 

but are willing to do so and encouraging 
payment plans.

• The effective and timely use of  
enforcement powers.

8 OECD. 2019a. Successful Tax Debt Management: Measuring Maturity and Supporting Change. Paris: OECD.
9 Tax Administration Diagnostic Assessment Tool Secretariat. 2019. Tax Administration Diagnostic Assessment Tool (TADAT) 

Field Guide, and OECD. 2009. Forum on Tax Administration: Compliance Sub-Group Information Note: Withholding & Information 
Reporting Regimes for Small/Medium-sized Businesses & Self-employed Taxpayers. Paris: OECD.
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• Realistic debt recovery: recognizing debt 
that is not economical to recover as well as 
write-off  policy.

The OECD’s four phases of tax debt collection 
provide a useful framework for revenue bodies to 
outline the strategic approaches, build capacity for 
the future, strengthen preventative and collection 
approaches, and to guide the allocations of their 
operational resources. There are, however, systemic 
features, including the supporting legal framework, 
and organizational features, such as adequate 
resources, specialization, and skilled staff , that 
are required to optimize tax debt management 
performance. The next section focuses on some 
of these elements and provides an Asia and Pacifi c 
context on how they play out in the region.

Focusing on the Foundation—A 
Profi le of the Asia and Pacifi c Region

The Frameworks Supporting Tax 
Debt Management
Collection Systems
Well-designed collection instruments support ease 
of compliance and can also deliver higher levels of 
compliance. In relation to income-related taxes, 
the key collection instrument is WHT at source by 
payers, together with systematic payer reporting 
to revenue bodies about payee incomes. These 

instruments are widely used around the world for 
employment and investment income and, when well 
administered, support high levels of compliance by 
the recipients of these types of income.

These instruments are not as eff ective in 
relation to the following: profi ts from carrying on a 
business, net rental income, fi nancial arrangement 
income (e.g., foreign exchange gains), foreign 
investment fund income, and foreign dividends 
with insuffi  cient WHT attached. In these situations, 
revenue bodies rely on a range of administrative 
tools (information and education, together 
with verifi cation and enforcement) to support 
compliance. In addition, collections systems that 
include a requirement for earners of these types 
of income to pay installments (provisional taxes) 
throughout the year help to reduce year-end tax 
debt. This approach has the advantage of ensuring 
steady revenue fl ows to government, while 
providing easy to calculate liabilities. Provisional 
tax systems are used in many Asia and Pacifi c 
economies, with application to both individuals and 
companies. Together these instruments not only 
improve compliance and prevent or reduce the 
occurrence of tax debt, they also more closely align 
the payment of tax with the earning of the incomes.

In Asia and the Pacifi c, personal income tax 
systems often feature WHT at source for salary and 
wages (Figure 4), and investment incomes, such as 
interest and dividends. Commonly WHT is fi nal, and 
in relation to investment income is often at a lower 

Figure 4: Individuals’ Income Tax, Withholding Share, 2018 and 2020 
(%)

FY = fiscal year, PNG = Papua New Guinea, PRC = People’s Republic of China.
Note: Data for FY2018 is unavailable for Sri Lanka, Pakistan, Kyrgyz Republic, Mongolia, and Palau. 
Source: International Survey on Revenue Administration, 2021.
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rate than that applying to other income categories.10 
Some governments have implemented additional 
withholding or reporting regimes that apply to 
prescribed categories of non-employment income. 
For example, the Japanese WHT system applies to 
a range of incomes including salary, interest, and 
dividends, and to certain prescribed fees (such as 
tax accountants’, lawyers’, and performance fees), 
capital gains, and interest earned on bonds. The 
WHT rates may vary across income categories. In 
Australia, the Taxable Payment Reporting System, 
requires reporting (but no WHT) of payments made 
by business entities and governments for a limited 
range of prescribed services, such as in the building 
and construction, road transport, and IT sectors. 
Additional sectors may be added by regulation 
where compliance levels are demonstrated to 
be low.11

The share of individual income taxes collected 
via WHT vary significantly, with several revenue 
bodies (e.g., Cook Islands and Malaysia) reporting 
amounts less than 50% while others report shares 
over 90% (e.g., Armenia and Nauru). Low rates 
of withholding may suggest potential to broaden 
the scope of WHT to other categories of income. 
Many revenue bodies (15 in total) that administer 
an individual income tax did not report any data, 
potentially pointing to an opportunity to take 
greater advantage of WHT mechanisms as a means 
of effective tax collection and debt prevention.12

Although income taxes are important, 
particularly in Association of Southeast Asian 
Nations (ASEAN) economies, there is a heavy 
reliance on goods and services taxes—such as 
value-added tax (VAT)—across the region.13  
There is a global trend toward the use of electronic 
invoice systems and electronic fiscal devices (EFDs) 
to improve compliance with VAT, and to cross allow 
checking with income tax reporting. In the Asia 
and Pacific region almost half of the economies 
providing data in ISORA 2021 reported the use of 
electronic invoices and/or EFDs. These approaches 
are particularly popular in the Central and West  
Asia region.

The EFDs are used primarily in the retail sector 
to require certain taxpayers to report, sometimes 
in real-time, details of sales subject to VAT. If 
well implemented as part of a comprehensive 
compliance risk management strategy with tailored 
compliance improvement plans, EFDs may be 
effective in improving voluntary compliance, 
reducing the need for audit adjustments, and the 
need to collect the taxes raised through these 
adjustments. Studies have demonstrated that where 
these systems are implemented and supported in 
operation as part of a comprehensive and holistic 
compliance strategy, they can have a positive 
impact on compliance and revenue. However, 
failure to do so is likely to deliver suboptimal results, 
with high costs.14 It needs to be recognized that 
implementation of these approaches requires 
considerable initial and ongoing effort. They are not 
a set-and-forget option.

Preventing debt is perhaps the most powerful 
tax debt management approach. For this reason, 
jurisdictions are encouraged to evaluate existing 
collection systems and to further explore the 
potential of withholding, reporting, and provisional 
tax systems to improve compliance and revenue, 
and reduce tax debt.15

Collection Powers
Revenue bodies require adequate powers to both 
support on-time payment of tax debts, such as 
the ability to provide a range of payment options, 
the granting of payment arrangements, and the 
application and remission of interest and penalties. 
When these measures fail, then an escalating suite 
of enforcement remedies should be available. Debt 
collection and enforcement powers are typically 
sourced from the various tax acts or a separate tax 
administration act (the latter being preferable for 
transparency and consistency across taxes).  
These powers may be used alone, or in conjunction 
with debt collection remedies available under 
general statutes.

10 Taxing these classes of income at a lower rate is questionable and international bodies recommend against this. See for 
example: ADB. 2022. Asian Development Outlook 2022: Mobilizing Taxes for Development. Manila.

11 Japan, National Tax Agency. https://www.nta.go.jp/publication/pamph/gensen/shikata_r03/pdf/16.pdf; Australia, Australian 
Government, Australian Taxation Office. Work out if you need to lodge a TPAR. https://www.ato.gov.au/Business/Reports-and-
returns/Taxable-payments-annual-report/Work-out-if-you-need-to-lodge-a-TPAR/?anchor=TPARservices#TPARservices. 

12 ADB. 2022. A Comparative Analysis of Tax Administration in Asia and the Pacific: Fifth Edition. Manila.
13 OECD. 2021. Tax Revenue Statistics in Asia and the Pacific. Paris: OECD.
14 P. Casey and P. Castro. 2015. Electronic Fiscal Devices (EFDs) An Empirical Study of their Impact on Taxpayer Compliance and 

Administrative Efficiency. IMF Working Paper Series. No. 2015/073. Washington, DC: IMF.
15 S. Bhattacharya and J. Stotsky. 2022. Background Note: Tax Primer: With Application to Asia and Pacific Countries. 

https://www.nta.go.jp/publication/pamph/gensen/shikata_r03/pdf/16.pdf
https://www.ato.gov.au/Business/Reports-and-returns/Taxable-payments-annual-report/Work-out-if-you-need-to-lodge-a-TPAR/?anchor=TPARservices#TPARservices
https://www.ato.gov.au/Business/Reports-and-returns/Taxable-payments-annual-report/Work-out-if-you-need-to-lodge-a-TPAR/?anchor=TPARservices#TPARservices
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ISORA 2018 asked revenue bodies to provide 
information about the availability and use of a 
range of legal collection powers typically available 
to revenue bodies. In Asia and the Pacifi c, the most 
commonly used powers are granting payment 
arrangements, off setting credits against debts, 
granting extensions of time for payment, collecting 
via third parties, requiring tax clearances for 
government contract bidding, and issuing garnishee 
orders (Figure 5).16 Firmer collection powers 
such as shutting down businesses, limiting travel, 
bankruptcy and liquidation, and denying access to 
government services are less frequently used, given 
their relatively limited application and the likely 
use of graduated approaches to collection. The 
power to remit penalties can be used to encourage 
compliance with payment arrangements and to 
recognize good compliance history. However, 
although widely available, this power is rarely used 
by revenue bodies in the region.

Revenue bodies are encouraged to review their 
suite of tax debt management powers against those 
outlined in Figure 5, and to highlight defi ciencies 
to the relevant ministry. The focus should be 

on ensuring a range of powers are available to 
encourage on-time payment, support taxpayers 
suff ering genuine diffi  culties or hardship, and 
to eff ectively enforce payment when required. 
Revenue bodies are also encouraged to consider 
the potential for greater judicial use of certain 
powers, such as remission of penalties and granting 
of payment arrangements, as a means to encourage 
higher levels of voluntary compliance.

Organizational Arrangements and Practices
Resourcing
Studies have shown that the level of resourcing 
available to a revenue body correlates positively 
with revenue performance. For example, an analysis 
conducted by the International Monetary Fund 
(IMF) using data collected in the ISORA from 
156 revenue bodies, found a direct link between 
adequate staffi  ng of the revenue body as a whole 
and stronger revenue performance.17 This study 
found that increasing staff  levels up to 0.25% of 
the economy’s labor force can drive better revenue 
performance across the board.

Figure 5: Availability and Use of Tax Debt Collection Powers 
in Asia and the Pacific
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16 A garnishee order may be issued under tax law or by court order to require an employer, a bank, or other entity holding money 
on behalf of the debtor to remit specifi ed amounts directly to the revenue body. 

17 Chang et al. 2020. Raising Tax Revenue: How to Get More from Tax Administrations? IMF Working Paper. WP/20/142. 
Washington, DC: IMF.

Source: International Survey on Revenue Administration, 2018.
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Another study, conducted in Indonesia, found 
that tax performance of taxpayers reassigned from 
general teams to more highly resourced medium 
taxpayer offi  ces was signifi cantly increased—up 
by 128%—at a modest cost of less than 1% of the 
increased revenues. Increases were seen across 
corporate income taxes, VAT, and other taxes. 
The study also found that establishment of medium 
taxpayer offi  ces delivered increased reporting of the 
correct numbers of employees and amount of salary 
and wages paid. The impact was also observed to 
increase over time.18 These studies confi rm that 
revenue bodies must receive adequate resources if 
they are to eff ectively deliver their mandate. Often 
under-resourcing of critical functions, such as fi ling 
and tax debt management, is a fl ow-on eff ect of 
overarching resource defi ciencies.

Wide variations in the resourcing of debt and 
arrears management by revenue bodies in the Asia 
and Pacifi c region is apparent (as reported in ISORA 
2021 and shown in Figure 6). The allocation of 
resources to enforced debt collection is measured 

in terms of full-time equivalent (FTE) staff  usage as 
a percentage of overall FTE allocated to the revenue 
body for tax administration. Reported allocations 
ranged from 2% in Indonesia to over 45% in 
Mongolia and Nauru.

Although there was a marginal increase in 
resourcing of the enforced debt collection function 
across the region in 2020 (13%) compared 
with 2019 (11%), around one-third of reporting 
revenue bodies still reported allocations less than 
8%. Resourcing below this level is considered 
insuffi  cient to support an eff ective tax debt 
management function (footnote 12). In addition, 
over 25% (12 out of 40) of revenue bodies were 
unable to report resourcing levels at all, suggesting 
potential defi ciencies in management information. 
Although it appears that some revenue bodies 
may be under resourced, this must be considered 
in the context of the size of the respective debt 
inventories, and the overall resourcing of the 
revenue body as a whole.

Figure 6: Enforced Collection Full-Time Equivalent Staff, Tax Arrears Ratio, 
and Collectible Debt
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18 Basri et al. 2019. Tax Administration vs Tax Rates: Evidence from Corporate Taxation in Indonesia. National Bureau of Economic 
Research Working Paper Series. Working Paper 26150.

FTE = full-time equivalent, Rep. = Republic, RH = right-hand.
Notes:
1. Tax Arrears Ratio is tax arrears as a percentage of total net tax collections. 
2. Pakistan reported 133 FTE (less than 0.01%).
Source: International Survey on Revenue Administration, 2021.
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Specialization and Work Streaming
Where debtors do not respond to initial notices and 
demands, which are often generated automatically, 
both the OECD and TADAT identify as good 
practice the need to allocate cases to officers for 
action, based on the level and type of experience 
required to complete the required action(s). 
Collection enforcement teams should ideally be 
composed of dedicated specialists, with expertise in 
a range of more complex enforcement techniques, 
and well trained in their specialization as well as 
in taxpayer communications and negotiations. 
Centralization of the tax debt collection function 
supports consistency, and the creation of specialist 
teams is recommended to improve efficiency and 
quality where more complex enforcement actions 
are required, for example:
• obtain a lien over a taxpayer’s assets, or issue a 

garnishee to a bank or employer;
• initiate bankruptcy or liquidation actions;
• impose liability on company directors for certain 

company tax debts;
• temporarily close a business or withdraw  

a license;
• forensic analysis to uncover and attach  

hidden assets;
• international collection including seeking 

assistance from other jurisdictions to collect 
from assets held off-shore or take action against 
debtors who have fled the jurisdiction;

• hardship release; and
• debt write-off. 

In addition to complex specializations, other 
areas may be set up to improve efficiency, such as 
outbound call centers and e-service functionalities, 
including robotics processing, as well as ways to 
contact debtors outside business hours.

Tax Debt Management Information and  
Governance Systems
As highlighted in TADAT, good practice in tax 
debt management requires a comprehensive 
arrears management IT subsystem. Ideally, such 
a system would provide support for individual 
case management, the use of risk management 
approaches, and management information for 
line and senior managers to effectively oversee 
the tax debt management function. A review of 
regional ISORA responses over the years shows 
that there continue to be many gaps in reported 

data about debt and arrears. For example, ISORA 
2021 collected information from 40 economies, 
but less than 30 of these were able to provide a 
reasonable suite of information about debt and 
there were material gaps in reported data about 
debt inventories. This inability to report key 
information may reflect underlying weaknesses 
in tax debt management governance, oversight, 
and approaches within the tax debt management 
function. These gaps may also point to deficiencies 
in the technology and/or reporting systems used to 
support debt collection activities.

Emerging Approaches—Using Data 
and Behavioral Science
Advances in data and behavioral sciences are 
enabling enhancements in many areas of revenue 
administration. Unsurprisingly, revenue bodies are 
reporting increasing interest in deploying these 
techniques. Figure 7 outlines trends in use and 
planned use of a range of innovative technologies in 
the Asia and Pacific region.

Although the overall trends across the region 
show increasing uptake, many revenue bodies are 
clearly still at the nascent stage of considering and 
implementing these technologies. As discussed 
in the next section, effective use of these 
technologies can enable significant advances 
in tax debt management approaches. For this 
reason, accelerating uptake has the potential to 
deliver stronger revenue returns overall, and to 
support modernization of tax debt management 
approaches. Although the application of these 
emerging approaches has great potential, it will 
only add value when the underlying institutional 
arrangements and business processes are of  
good quality.

Extensive opportunities to exploit advances in 
data and behavioral sciences to improve tax debt 
management approaches are available to revenue 
bodies as capabilities develop. Box 1 provides a 
snapshot of some approaches currently deployed 
by leading revenue bodies that may be of interest 
across the region.19

Effective design and deployment of advanced 
analytics and artificial intelligence tools in 
developing new tax debt management instruments 
may require enhancements to underlying 
computing infrastructures. These may be seen to be 
beyond the reach of some developing economies. 

19 OECD. 2020. Tax Administration 3.0: The Digital Transformation of Tax Administration. Paris: OECD. 
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However, many advanced analytics approaches, 
including some deployed by advanced revenue 
bodies, are relatively accessible and aff ordable, 
operating in stand-alone environments and using 
open-source software. For instance, OECD member 
revenue bodies have reported that they use stand-
alone Linux servers to deploy open-source analytics 
software to support their operational analytics and 
artifi cial intelligence applications.20 As systems and 
capacity develop, it may be possible to transition 
from the use of open-source tools to proprietary 
tools without signifi cant changes to approaches or 
skills required.

Simplifying Payment Processes
Making payments easier by facilitating quick, 
convenient one-tap access to payment platforms 
is common practice in online marketing. Although 
most revenue bodies avoid including links to 
payment platforms in SMS or emails due to the 
propensity for scammers to use this approach 
to dupe citizens, payment processes can still be 
made easier for taxpayers. Revenue bodies can use 
lower-risk ways to ease taxpayers into e-payments 
by coaching them on how to access and use 

payment platforms and get help, using options 
such as robotic processes, virtual assistants, and 
chat bots. Including links or QR codes in secure 
communications (such as via taxpayer portals 
or MyGov) is a way to facilitate easier payment 
processes in a secure environment.

Supporting Self-Service
Self-service options are often preferred by debtors 
because they are less intrusive, can deliver decisions 
in real-time, and can be accessed at any time. These 
systems typically rely on operational analytics to 
apply underlying checks and validation rules to 
ensure that the decisions align with the law and 
revenue body policies; and automated processes 
can assess and take account of taxpayer risk profi les. 
When taxpayers use self-help tools, the criteria for 
eligibility can be applied in real-time and taxpayers 
can be alerted immediately should they not meet 
some requirements or may need to discuss their 
situation with a staff  member. Figure 8 outlines a 
broad approach to providing self-help payment plan 
applications and real-time decision making that is 
used by several regional revenue bodies.

Figure 7: Use of Technologies, 2019 and 2020
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20 Centre for Public Impact. 2018. Artifi cial Intelligence in Taxation: A Case Study on the Use of AI in Government. 
https://www.centreforpublicimpact.org/assets/documents/ai-case-study-taxation.pdf
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Box 1: Data Science Applications in Tax Debt Management

Data science techniques including operational analytics, predictive analysis, robotic processing, 
and machine learning provide opportunities to improve effectiveness and efficiency in tax 
debt management. 

Improving the quality and reducing cost in managing routine tasks
 3 Data cleaning using machine learning: good data support good insights

 ˚ Cleaning debt-related data prior to loading (such as to correct errors in data entry and 
identify missing records and potential incorrect taxpayer matching).

 ˚ Cleaning the existing debt file (such as to remove duplicates and inactive files).
 3 Automating correction of forms filed with errors and/or gaps

 ˚ Machine learning algorithms to correct and cleanse forms before onboarding into revenue 
body systems.

 ˚ The machine learning algorithm improves and gets faster over time using deep learning.
 3 Automatically writing-off certain categories of uncollectible debt. 

Categorizing and risk profiling cases
 3 Type of debt:

 ˚ new debt, aged debt, multiple debts;
 ˚ size;
 ˚ tax type; and
 ˚ source, such as from an audit adjustment.

 3 Taxpayer factors:
 ˚ size and complexity of business operations;
 ˚ business structure—incorporated, unincorporated, sole trader;
 ˚ responsiveness to communications;
 ˚ insolvency indicators; and
 ˚ social and demographic factors.

 3 Compliance history:
 ˚ previous late payment or late filing,
 ˚ defaulted payment plans; and
 ˚ audit adjustments. 

Guiding contact strategies
 3 Recommend the likely best contact approach (when and how to contact) based on factors such as:

 ˚ behaviors—responsiveness to prior contacts;
 ˚ demographics and economic data—age, income, occupation, business sector, and size. 

Supporting behavioral research
 3 Testing approaches and comparing success rates:

 ˚ nudging strategies, such as sending a series of repayment reminders across a variety of 
channels: SMS, e-mail, push notifications; and

 ˚ of all the digital service delivery options, which ones work best and in what situations.
 3 Recommending first and next best actions

Source: Compiled by author.
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Leading revenue bodies have invested heavily 
in providing high quality digital self-service 
options, and these efforts have been rewarded 
with increased take-up of these lower cost options. 
In the field of tax debt management, digital or 
e-service offerings may include the following: 
chatbot delivered advice on options for payment; 
coaching on how to use various e-offerings, 
including e-payment; online penalty and interest 
calculators; penalty waiver applications with 
real-time processing in simple cases; payment 
plan applications and real-time processing in 
simple cases; payment plan calculators to develop 
affordable repayment plans that fall within the 
revenue body policies/rules; options to vary 
payment plans or to apply to defer an installment, 
with real-time processing in simple cases; and 
solvency assessment tools to support staff 
and taxpayers.21

Optimizing Prevention, Collection, 
and Enforcement Actions
The use of data analytics and profiling to support 
risk-based approaches in revenue administration 
is now a well-established practice across most 
revenue bodies in Asia and the Pacific and indeed 
across the world. In recent years, driven by the 
emergence and increasing affordability of new 
approaches to operational analytics and data 
management, revenue bodies have expanded the 
application of these approaches.

Leading revenue bodies use operational 
analytics, and artificial intelligence tools (including 
predictive modeling and machine learning) to target 
and tailor preemptive services. Personalized early 
interventions are sent to those taxpayers considered 
to be at higher risk of late payment. The messages 
are crafted in ways, and delivered via channels, that 
have been found to be more successful in reaching 

Figure 8: Automated Processing of Payment Arrangements  
Using Operational Analytics

Source: Illustrative example compiled by author based on regional revenue body websites (Australia, Australian 
Government Australian Taxation Office. ato.gov.au; Singapore, Inland Review Authority of Singapore. iras.gov.sg; 
New Zealand, Inland Revenue. ird.govt.nz.)

Individual, Business, or Sole Trader
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• Debt < $100,000
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• Minimum 10% upfront payment
• No other debts
• All filings kept up to date
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• Refunds or credits offset  

against debt
• General interest charge applies

Process:
Step 1 = Taxpayer unique identifiers 

are sent to online analytics (OA)
Step 2 = OA makes assessment in 

real time based on OA predictive 
score

Step 3 = Taxpayer advised of 
outcome:

• Allowed as requested
• Allowed with modifications
• Declined—referred to an 

operator

Automated  
Telephone  

Service

Who:

How:

Mobile App  Online  
MyGov

21 The Australian Taxation Office commissioned an external firm to develop and test an insolvency prediction decision support 
tool, which was designed to be used by staff when considering payment plans, other collection actions, and the potential 
need to initiate insolvency actions. The tool is also available to taxpayers to self-assess the health of their business. Australian 
Taxation Office. 2021. Business Viability Assessment Tool. https://www.ato.gov.au/misc/downloads/pdf/qc26709.pdf 
(accessed 1 September 2022). 

https://www.ato.gov.au/
https://www.iras.gov.sg/
https://www.ird.govt.nz/
https://www.ato.gov.au/misc/downloads/pdf/qc26709.pdf
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the particular taxpayers or categories of taxpayers 
concerned. For instance, these techniques can help 
identify potential late payers by analyzing prior 
behaviors such as longer than average response 
times to general communications and a history of 
late payment, and then use predictive analysis to 
help identify and provide guidance on the selection 
of the best automated or staff-initiated actions that 
are more likely to succeed in each case.

Where preventative measures fail, revenue 
bodies are increasingly using various tools to 
help select the most appropriate debt collection 
approaches. For instance, The Australian Taxation 
Office (ATO) has developed an approach called 
Purposeful First Action, which relies on a model to 
assign taxpayers as they enter into debt to various 
treatment pathways based on their relative risk. 
Risk is determined using debt characteristics, and 
the taxpayer’s (or similar taxpayers’) compliance 
history and behaviors. The pathways reflect the risk 
assessment and vary the order of actions, number 
of steps, and time taken to get to enforcement 
actions. The pathways and their timings are updated 
regularly using operational analytics and artificial 
intelligence tools, and have been designed to 
support the ATO’s strategy of adopting tailored 
approaches to debt.

Malaysia’s Inland Revenue Board has a similar 
approach to choosing recovery interventions. The 
Inland Revenue Board uses their Tax Collection 
Optimizer Solution, and their Statistical Package 
for Social Sciences, to help with the underlying 
analytics. These packages incorporate predictive 
modeling and profiling tools, together with 
behavioral insight techniques, to recommend 
next best actions (NBAs). The NBAs are tailored 
pathways for debt collection actions based on risk 
assessment and predictive modeling. Cases are 
allocated to one of six main collection flow models 
that vary in intensity and time frames for action. 
Similar NBA approaches have also been adopted in 
Australia, Belgium, Finland, Ireland, Singapore, and 
Sweden.

The NBA approaches are typically 
supported by operational analytics and artificial 
intelligence tools, such as predictive analysis, to 
extract actionable insights from structured and 
unstructured data across the whole population of 
debtors. They typically have regard to prioritization 
considerations (such as age, size, and type of debt) 

and risk parameters (such as compliance history 
and behaviors) as well as the identification of trigger 
events such as escalating debt or defaulted payment 
plans that may indicate a change in risk level. These 
insights inform the debtor risk profile and the choice 
of case management actions.

Figure 9 outlines a generic approach to 
the purposeful choice of initial and NBAs, and 
represents an amalgamation of approaches 
deployed by a number of revenue bodies in the 
region. The initial actions are often automated 
(robotic processing), but as risk levels and 
complexity increase, cases are escalated for human 
intervention and for more intense actions. Higher-
risk cases will skip initial steps and lower-risk cases 
will progress more slowly through the steps, unless 
trigger events are identified that may alter the 
risk profile.

The approach of the Inland Revenue Authority 
of Singapore (IRAS), which was referenced in the 
preparation of Figure 9, involves the use of the 
behavioral insights technique known as “nudge.”22 
The IRAS uses nudges widely to influence taxpayer 
behavior and they have been testing various 
approaches to identify those that are most effective 
with different groups of taxpayers. As part of their 
digital government strategy, they are looking for 
ways to increase use of digital notices. However, 
initial testing revealed that an SMS was typically less 
effective than paper communications. To address 
this, IRAS refined the approach, including using a 
series of different messages of increasing intensity. 
As repeated SMS messages can be automated and 
are much cheaper than paper notices, the new 
approach proved to be both more cost-effective 
as well as more successful. In contrast, the ATO 
experience with SMS reminders was that even 
the initial experiments did produce better results, 
perhaps due to slightly different targeting. This 
variability highlights the need to test approaches 
with behavioral insights research, and to not assume 
that approaches used elsewhere will work locally.

22 R. Thaler and C. Sunstein. 2021. Nudge: Improving Decisions about Health, Wealth, and Happiness, Revised Edition. Yale University 
Press.
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Figure 9: Using Operational Analytics to Guide First and Next Best Actions

Source: Compiled by author based on regional revenue body websites (Australia, Australian Government 
Australian Taxation Office. ato.gov.au; Singapore, Inland Review Authority of Singapore. iras.gov.sg; Malaysia, 
Inland Revenue Board Of Malaysia. hasil.gov.my; New Zealand, Inland Revenue. ird.govt.nz.) and papers 
presented to the Organisation for Economic Co-operation and Development. 2020. FTA Tax Debt Management 
Network Workshop. Paris.

Conclusions
Leading revenue bodies strive to adopt a systemic, 
risk-based approach to managing collections, debt, 
and arrears. They do so by shifting their focus 
upstream, designing both legal and administrative 
systems that minimize the likelihood of debts 
occurring in the fi rst place. When debts do occur, 
early engagement (before the due date) helps 
prevent debts from falling into arrears, and prompt 
and tailored follow-up actions will maximize the 
likelihood of successful early collection. Where 
enforcement actions are required, they are chosen 
based on an understanding of the taxpayers 
concerned. Cases are increasingly streamed into 
diff erent pathways for action, depending upon the 
nature of the debt (such as age and quantum) and 
the debtor’s compliance history. Advanced data 
science and behavioral analysis may be deployed 

to provide guidance on collection approaches that 
are more likely to be successful with diff erent types 
of taxpayers (as discussed in the section Emerging 
Approaches—Using Data and Behavioral Science).

Tax arrears can be a material issue in developing 
and transition economies, and these economies 
may not always be well positioned to adopt the 
approaches used in leading revenue bodies and 
recommended by international agencies. A recent 
study in Uzbekistan made a set of recommendations 
for reducing tax arrears (and tax evasion) that are 
consistent with international practices and may be 
seen as a stepping stone toward more advanced 
approaches outlined in this note. Recommendations 
relating to debt and arrears management included 
the following: recognizing that small businesses 
in emerging market economies can be fragile and 
the focus should be on encouraging, supporting, 
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and enforcing voluntary tax compliance (such as 
with debt prevention WHT collection systems); 
adopting a more systemic approach to tax arrears 
management, such as increasing the accurate 
identification of payment compliance risks, 
developing effective selection of cases for various 
actions, and prioritization of those actions; and 
improving the diversity of actions and modes of 
intervention where noncompliance does occur.23

Advances in data and behavioral sciences 
implementation will support more sophisticated 
and nuanced approaches to tax debt management 
risk identification, analysis, and prioritization 
because these emerging approaches enable 
deeper and more personalized insights about 
payment behaviors, the likely impacts of various 
interventions, and taxpayer circumstances. 
Exploring the use of these techniques has the 

Box 2: Strengthening the Tax Debt Management Function in Revenue Administration

Focus Area Observations

Governance and 
Oversight

A debt management strategy to provide:
 3 Longer term direction, define performance indicators, and align with overall strategy.
 3 Focus on the four phases of collection.
 3 Risk-based approaches to prioritization based on:

 ˚ debt factors (size, age, tax type, and source of debt); and
 ˚ taxpayer factors (compliance history, solvency, and responsiveness).

 3 Develop a comprehensive and automated debt management information system and case 
management system to support case allocation, management, and monitoring.

Legal Framework Collection systems, such as WHT, provisional taxes, and reporting systems, to prevent debts.
A comprehensive set of legal collection powers, sourced in a tax administration act and/or in general 
law. Optimal use of these powers that are available for collection and enforcement, and to reinforce 
voluntary compliance.

Resources Effective tax debt management operates within a well-resourced revenue body:
 3 Overall resources around 0.25% of the economy’s labor force is optimal.
 3 Debt management resources of 8%–10% of revenue body total FTE.

Specialization and 
Work Streaming

Stream work based on:
 3 Actions required, and
 3 The four phases of collection (pre-due date, initial collection, enforced collection, and write-off).

Set up specialists or teams skilled in the required actions—such as outbound calls, asset seizures and 
garnishee, legal recovery, complex legal recovery, and international recovery.
Establish tax debt management as a professional discipline with a capability framework and develop 
specialist recruitment, professional development, and training for debt management staff.

potential to support more effective and efficient 
tax debt management approaches. Although 
full deployment of new techniques may require 
sophisticated techniques, advanced analytics 
infrastructure, and access to highly skilled staff that 
may be beyond the immediate reach of developing 
economies, some may be possible within existing 
capacity. So, all revenue bodies are encouraged to 
explore their options.

Box 2 summarizes the key observations 
outlined in this note and derived from a review 
of the literature and reference to revenue body 
experiences. It provides guidance on areas that 
revenue bodies can consider in their efforts to 
provide better services, and automated and  
staff-facilitated interventions to deliver better 
payment outcomes.

23 S. Elmirzaev and N. Kurbankulova. 2016. Tax Arrears, Tax Compliance and Tax Debt Management in Uzbekistan: Existing 
Issues and Possible Solutions. Research Journal of Finance and Accounting. 7 (2).

continued on next page
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Focus Area Observations

Write-off Powers Maintenance of a collectible debt inventory.
 3 Implementation of a contemporary write-off legal framework, policy, and procedures.
 3 Management and routine write-off of uncollectible debt.

IT System Access to a comprehensive tax debt management IT subsystem that provides support for:
 3 individual case management,
 3 use of risk-based approaches,
 3 streaming of case work and enabling NBA approaches, and
 3 information for line and senior managers to effectively oversee the function.

Data Management Centralized single consolidated tax debt management data set with established data standards and 
regular cleansing.
Integration of debt management systems into the broader revenue administration system, including 
access to a range of data held by the revenue administration to support collection.

Enhancing Tools  
and Techniques

Culture of continuous improvement, keeping pace with international developments. Effectively 
exploiting new and emerging tools and technologies to improve tax debt management approaches.
Use of data science and behavioral science techniques to increase personalization of 
communications and provide guidance on appropriate collection actions.

FTE = full-time equivalent, IT = information technology, NBA = next best action, WHT = withholding tax.
Sources: Compiled by author from literature reviews, with particular reference to Tax Administration Diagnostic Assessment Tool Secretariat. 2019. 
Tax Administration Diagnostic Assessment Tool (TADAT) Field Guide, and OECD 2019b. Tax Debt Management Maturity Model. Paris: OECD.

Box 2 continued
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Annex: Tax Administration Diagnostic Assessment Tool Good Practice 
in Supporting Timely Payment of Taxes

Foundation:
Laws, regulations, and administrative procedures governing:
• Deadlines (or due dates) for payment and who is required to pay.
• Approved payment methods.
• Method for calculation of tax liabilities and payments due (including whether liability is  

self-assessed or administrative assessed).
• How interest and penalties are calculated and imposed when payment is not made on time.
• Follow-up action that will be taken by the revenue body, including potential legal recovery action. 

Collection systems designed to reduce the likelihood of tax debts, such as:
• Withholding of tax at source (e.g., in respect of employment, dividend, and interest income).
• Advance payment systems (provisional taxes) to ensure that the bulk of income tax payable by 

businesses is collected during the year in which the income is earned. 

Legal framework providing:
• A comprehensive set of debt recovery powers (e.g., authority to close the business, obtain a lien 

over assets, and collect amounts owing from third parties).
• Contemporary late payment penalties and interest that are uniform across core taxes.
• Authority to grant time-payment arrangements in appropriate situations. 

Prerequisites:
A high level of on-time filing to establish amounts owed and support quick follow-up when payment is 
overdue.
Tax clearance required to gain access to government contracts, grants, and subsidies.
Arrears management IT subsystem with features including:
• Identifies and reports all instances of arrears.
• Automatically generates reminders and demand notices.
• Consolidates the taxpayer’s total tax arrears across all core taxes.
• Prioritizes arrears cases based on risk criteria.
• Allocates cases to arrears collection staff via a case management system.
• Applies taxpayer profiling analytics which predict the most effective action to achieve payment of 

the debt based on known circumstances and behavior.
• Generates comprehensive management information.

Tax Debt Management Administration:
Clear guidance on payment requirements, such as:
• Readily accessible guidelines (including due dates).
• Various options for making payments, such as:

 ˚ Use of electronic payment methods, and
 ˚ Third party payment options, such as via banks.

• How to apply for an extension of time to pay. 

Collection enforcement units with full-time trained specialist staff, including:
• Priority for new debts to optimize collection.
• Outbound call centers and e-communication facilities to support flexible contact with debtors.
• Active management of the arrears inventory by reference to value, age, and collectability. 

Prompt write-off of uncollectible arrears.

TADAT = Tax Administration Diagnostic Assessment Tool. 
Source: Adapted from TADAT (2019).
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