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Introduction

The Dutch Tax and Customs Administration's Business Plan 2012 - 2015 states that the Administration will place even greater emphasis on Compliance Risk Management: it confirms the pivotal position the Tax and Custom Administration's enforcement policy has assigned to Compliance Risk Management in recent years. The last Guide to Compliance Risk Management was published in December 2008. During the intervening period the Tax and Custom Administration has acquired practical experience with the approach. In addition, the insights have developed over the years. This gave cause to an evaluation and an update of the approach. These have resulted in this new version of the Guide to Compliance Risk Management. The amendments to the previous version relate to collection of taxes, cooperation, international issues and issue-based supervision. In addition, the measuring of effects has been replaced by the measuring of compliance.. The evaluation also revealed that insights still continue to develop. For this reason this guide doesn’t have a very detailed view on the separate steps of Compliance Risk Management, but a relatively high level of abstraction. This has resulted in the Guide's provision of an insight into issues common to all segments and, for example, to collection of taxes. Information about the latest developments in the measuring of compliance, instruments and best practices are available from the Toezichtplaza ('Supervisory Plaza', BelastingNet). However, the essence of  Compliance Risk Management remains unchanged: know – choose – act.

For whom is this Guide intended?

This Guide is intended for anyone engaged in giving operational shape to  Compliance Risk Management at a national, regional or local level and, in particular, for enforcement managers, project managers and department managers. The reference to “operational shape” indicates that the step-by-step plan laid down in this Guide should be followed when preparing programmes for proposed or scheduled campaigns or projects.

Why should you read this Guide?

The Tax and Customs Administration has learnt from the experience with  Compliance Risk Management acquired over the past years. The range of enforcement instruments has been expanded and tested in the field. The Guide draws attention to the new options that are available and can be of assistance in increasing the efficiency and effectiveness of enforcement interventions. Consequently, devoting two of the hundreds of hours allocated to an enforcement project to reading this Guide will certainly be worthwhile.

What is  Compliance Risk Management?

The Tax and Customs Administration influences behaviour to achieve its strategic objective: compliance. Taxpayer behaviour is influenced by the use of a range of supervisory instruments. The Tax and Customs Administration's traditional instruments include the mass selection of tax returns submitted by private individuals and businesses, audits and investigations. The provision of services (the provision of information) is another instrument that has been used for many years. Instruments of more recent date include horizontal monitoring (in the form of covenants or other agreements with third parties), enforcement communications and visible supervision (in the form of tax surveillance and campaigns). The latest instruments include the improvement of service by, for example, also approaching citizens outside normal office hours to make call-backs and settle objections.

The Tax and Customs Administration begins every project and campaign with an identification and analysis of the issues involved. This information is then used to select the combination of instruments that is most compatible with the intended influence on the behaviour of groups of taxpayers, as determined by the effect the Tax and Customs Administration aims to achieve and the capacity that is available. The Tax and Customs Administration invests both in monitoring taxpayers and their relevant backgrounds and in risk and behavioural analyses to obtain the information required for the identification and analysis of the relevant risks. The subsequent selection of instruments needs to be carried out with care: these instruments need to target the identified issues and be based on responsive enforcement. This is extremely important, as the use of inappropriate instruments can actually be counterproductive. Only with knowledge of taxpayer behaviour and the capabilities and limits of a specific instrument (the 'know' element),the appropriate instruments can be selected..This knowledge is important, as it determines what the Tax and Customs Administration needs to do and what is of less relevance. When possible, supervisory activities are carried out in the form of themes and projects as this approach increases the impact on society. Pursuant to this approach the intended effect and the intended target groups are determined in advance (effect-oriented management).

Compliance Risk Management refers to making carefully considered choices of the types of instruments, combinations of instruments and the intensity of their use that will be deployed in specific situations to achieve improvements in compliance behaviour or to support good behaviour.

The selected approach must achieve the greatest possible effect with the least possible resources. The issues are not restricted solely to tax risks and financial interests, but also extend to issues with political and societal impact. Moreover, adopting a range of approaches enables the Tax and Customs Administration to maintain the compliance of a growing and increasingly dynamic client portfolio at an acceptable level (with proportional and differentiated enforcement). In employing this concept the Tax and Customs Administration accommodates demographic, economic and international developments that have consequences for the size and diversity of the total taxpayer portfolio.

What is the objective of Compliance Risk Management?

The objective is to achieve compliance with the tax regulations. Citizens and enterprises fulfil their obligations when:

1. they justifiably register to pay tax;

2. they file their returns in time;

3. they file correct and complete returns;

4. they pay their tax in time.

General  Compliance Risk Management aspects

 Compliance Risk Management pivots on making carefully considered choices with the intention of achieving an effect on taxpayer compliance behaviour. Shortcomings in compliance behaviour can relate to:

-
A subject (client) or groups of subjects (clients), for example a segment or a sector;

-
An object or group of objects, such as sections of the tax returns, goods, services or cash;

-
Tax moments or specific tax behaviour;

-
Demarcated locations (such as a specific region or district) or times (such as an event).

However, all these instances relate to a taxpayer or taxpayers who do not exhibit (adequate) compliance behaviour. For this reason, the Tax and Customs Administration's enforcement must always focus on taxpayer behaviour in an endeavour to improve compliance: this forms the basis of the definition of 'subject-based supervision'.

When viewing improvements to compliance behaviour from this perspective it will always be worthwhile to review the extent to which planned campaigns meet the following criteria.

► Real time

The Tax and Customs Administration works in real time as this offers the best opportunities for influencing behaviour. The Tax and Customs Administration's real-time supervision is focused on ensuring the quality of future returns. 'Real time' is characterised by the key terms 'up front' and 'support'.

► Visible

The Tax and Customs Administration is a visible service provider and enforcer. Visibility influences behaviour. As such, visibility – or presence – achieves a preventive effect without the need to take active corrective or punitive action. Taxpayers experience the Tax and Customs Administration as an enforcement agency. This visibility can be given literal shape by, for example, being active on the streets or – indirectly – communicating enforcement issues. 'Visibility' is characterised by the key terms 'prevention' and 'perception of being caught'.

► Horizontal

The Tax and Customs Administration intends to achieve its compliance objective in increased cooperation with citizens, businesses and sectoral organisations. An increasing number of organisations perceive that they have a responsibility to society. The Tax and Customs Administration responds to this awareness of social responsibility by being open to parties that wish to cooperate. Only when they can actually fulfil this responsibility these parties can reach an agreement with the The Tax and Customs Administration. These agreements relate to the quality of the returns and payment behaviour, or to the quality of software products.

► Cooperation

The Tax and Customs Administration is part of the government: it wishes to present a uniform service provider visage and to adopt an integral approach to enforcement. The Tax and Customs Administration cooperates with citizens and companies, for example via their interest associations, and with other private and public organisations. This cooperation not only encompasses joint repressive actions in, for example, intervention teams and Regional Information and Expertise Centres, but also extends to the joint provision of services and cooperation in communications. External cooperation contributes to the achievement of a number of objectives, namely the improvement of the Tax and Customs Administration's supervisory activities (effectiveness), the reduction of the administrative burden imposed on citizens and business and the development of a compact government (efficiency), for example by avoiding overlaps and making use of each other's qualities, activities and information.

► Intelligence

 Compliance Risk Management is feasible only with adequate knowledge of taxpayers and groups of taxpayers. This is obtained by means of intelligence organised at both a national and local level. The knowledge possessed by the Tax and Customs Administration is becoming increasingly important, not only in terms of information about taxpayers but also in terms of the ability to make choices and to measure results and effects (the learning cycle). A closed learning cycle is in turn important as this yields knowledge of the choices, approach and implementation at both a tactical and strategic level. A simplified diagram of  Compliance Risk Management is shown below:
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Figure 1

 Compliance Risk Management can be divided into four components, namely tax payers and tax debtors
 (private individuals and businesses), effects, forms of enforcement and the available capacity.

► businesses and private individuals, i.e. the taxpayers: the clients. The clients have both personal characteristics and characteristics associated with the group to which they belong, for example their sector, size, compliance level, domicile, starting year of operations and self-employed persons without personnel or entrepreneurs with personnel, etc. The value of a classification into groups and a specific classification into groups is greatly dependent on the issue in question and the elements of compliance behaviour that are to be improved.

► the available forms of enforcement. The Tax and Customs Administration had traditionally focused on desk audits, tax audits and the collection process. However, nowadays a range of forms of enforcement is available. Each of these forms achieves a different effect (which may also differ by client type), is associated by a specific cost and, in some instances, requires specific competences. These differences give cause to the need for the sophisticated deployment of competences and capacity.

► the available capacity to give shape to  Compliance Risk Management: the staff and their competences. Consequently, the 'available capacity' not only relates to the availability of staff time but also, and in particular, to the availability of the necessary knowledge and skills.

► the objective of  Compliance Risk Management is to achieve an optimum effect on compliance by tailoring the available capacity and forms of attention to the client portfolio in a manner that improves the compliance behaviour of the relevant taxpayers. The Tax and Customs Administration was for many years primarily engaged in the measurement of results in the form of numbers, lead times, backlogs and portfolio management. The challenge confronting the Tax and Customs Administration in the coming years will continue to be the implementation of the shift from result measurement to effect measurement and the utilisation of the opportunities offered by effect measurement. However, the measurement of effect is not simple: was a change in behaviour actually due to the intervention? Experience has revealed that for the time being the Tax and Customs Administration shall need to be satisfied with compliance measurements, i.e. assessments to determine whether taxpayer behaviour has shifted in the required direction after a specific intervention.

The Tax and Customs Administration still continues to acquire knowledge in every area of  Compliance Risk Management, such as knowledge about the size and causes of tax gaps, about enforcement instruments and their effectiveness, and about compliance measurements. A Guide that is revised at intervals cannot keep this knowledge up to date. The up-to-date knowledge is available from the regional supervision organisations, regional intelligence, regional and national enforcement managers, technical supervision and the Toezichtplaza ('Supervisory Plaza', BelastingNet). These sources also possess the expertise required to answer specific questions about campaigns and projects and to provide general advice.

National or local?

 Compliance Risk Management is given shape at both a national and local level. The decision to organise a campaign or project at a national or local level is determined by the resultant effectiveness and strategic interests. These can vary by segment and, in some instances, even by form of enforcement or type of tax. The relationship between the national and segment enforcement plans will always need to be one of the criteria that govern this decision. A process agreed for the organisation of national campaigns and projects provides assurances for the tax districts' involvement.

 Compliance Risk Management and influencing behaviour

 Compliance Risk Management focuses on effectiveness and efficiency, where effectiveness relates to the achievement of the best possible result from the intervention (the supervision) and efficiency to the achievement of the result at the lowest possible cost. Behavioural science informs us that influencing (compliance) behaviour is anything but easy and that a one-dimensional approach – vertical and individual – will not be sufficient. This is because the behaviour exhibited by a specific citizen or a business can be caused by numerous factors.. It is essential that the reasons for taxpayer non-compliance are determined in the specific situation. It is necessary to realise that the taxpayer's non-compliance may be due to the Tax and Customs Administration's actions and be influenced, for example, by the transparency of procedures, the speed at which questions are answered and the clarity of answers or the manner in which the Tax and Customs Administration acts, etc. For this reason every taxpayer must be approached in an open-minded manner. The Tax and Customs Administration's contacts with taxpayers are based on cooperation and trust. When interventions fail to achieve adequate results then Tax and Customs Administration will usually decide to continue on to harsher instruments, such as the imposition of estimated assessments, the performance of inspections or the imposition of penalties, etc. By choosing this course of actionThe Tax and Customs Administration has adopted a responsive approach, an approach based on the taxpayer's actual behaviour. Punishment is not always the appropriate instrument, in particular when the reasons are outside the person's control: moreover, punishment can often actually be counterproductive. These situations include, for example, compliance with regulations that the Tax and Customs Administration also regards as extremely complex. It is also necessary to bear in mind that, in contrast to the Tax and Customs Administration, citizens and businesses are not continually focused on tax issues: they are engaged in running their business and tax issues are much more of a secondary consideration. A variety of studies has demonstrated that communication is one of the most important instruments for influencing behaviour and that communication is often most effective when combined with another form of enforcement. Treating taxpayers in a decent and respectful manner also makes a not unimportant contribution to improved tax behaviour. Nevertheless – and self-evidently – someone who is not of good will is not going to respond to a mild approach such as communication. Harsher measures will then be required. However, in most cases providing assistance, seeking contact and 'enticing good behaviour' will result in a more permanent favourable effect.

It is now necessary to make a brief detour to behavioural science in an endeavour to arrive at a practicable and convenient model for the implementation of  Compliance Risk Management.

► A distinction can be made between three conditions/factors governing (compliance) behaviour:

1.
motivation
the person must be willing to exhibit the behaviour;

2.
capacity
the person must be able to exhibit the behaviour;

3.
opportunity
the circumstances (outside the person's control) must make compliance feasible.

Each of these factors can be assigned a value between a minimum of 0 and a maximum of 1. The values assigned to each factor are multiplied to obtain the probability that the specific behaviour will actually be exhibited. Self-evidently, the values assigned to each factor differ between individuals. For the purposes of simplicity, two qualitative values are assigned to each factor: high and low.

► These values assigned to the factors are of importance to the analysis of the behaviour of a group. More details are enclosed in Step 4 and Annex 3.

► This more refined classification offers an opportunity to implement more specific measures to achieve a change in (compliance) behaviour.

The nine steps for  Compliance Risk Management: practical experience

The 'know, choose, act' principles of  Compliance Risk Management are applicable to enforcement at both national and local level.  Compliance Risk Management lays the foundations for strategic plans and for specific campaigns. This Guide is intended for situations in which consideration is being given to a specific campaign or preparations are being made for a specific campaign.
 This Guide contains a step-by-step plan that is intended to provide assistance: it should not be regarded as a straitjacket. Although the steps are arranged in a logical sequence, a different sequence can be adopted when so required. In practice, it will often be necessary to return briefly to a previous step during the process. Nevertheless, it will always be necessary to work through all steps and to begin each step by giving careful consideration to the results that will need to be achieved in the step and the work that will need to be carried out to obtain those results. Experience has shown that in their wish to take action Tax and Customs Administration staff often skips the first four steps. However, these are precisely the steps that provide  Compliance Risk Management's greatest added value.

 Compliance Risk Management – and, consequently, the step-by-step plan – is not a solo activity. It will be wise to involve a range of experts in the plans. It is important to realise that the competences required for the earlier phases – and certainly the first four phases – can differ from those required in the later (implementation) phases. Involving more experts will avoid a one-sided approach. It is also wise to give consideration to the involvement of external experts (such as other law enforcement agencies, sectoral representatives, intermediaries and clients). The approach should be based on objective knowledge whenever possible: are the premises on which the project is based actually correct? However, this should not be taken to excess: figures are certainly of value – but so is a professional assessment.

Experience has also shown that it is necessary to review the background of a specific situation. The plans should not focus solely on the target group that is to exhibit improved compliance behaviour: it is possible that the required effect can also be achieved via other players in the relevant playing field (indirectly influencing behaviour). For example, could horizontal monitoring for these players be of value? Could mistakes be avoided by reaching agreements with software suppliers? Are there any interest associations or sectoral organisations and, if so, is cooperation with them feasible? Are there any other government agencies involved with these same groups and would cooperation with these agencies be of value? Any such cooperation is not necessarily limited to repression, but could also relate to the provision of service and communication.

 Compliance Risk Management is linked to prevention, for example: How can regulations and policy or return programs and forms minimise the probability of non-compliance? Amendments to regulations and modifications of systems and applications will often lie outside the authorisation of those involved in a project or campaign. However, everyone involved does play a role in identifying issues. This is also applicable to the opportunities for making use of third-party information (including information available from abroad!). The use of this information in the provision of service (pre-completed tax returns) or inspections can contribute to the prevention of non-compliance, identifying non-compliance and the perception of the probability of being caught.

The step-by-step plan: the nine steps

Step 1
Analysis of the problem: What is the problem and which target group is involved?

Step 2 
Analysis: What is the severity of the problem?

Step 3
Defining the effect: What is the required effect?

Step 4
Causality: What are the causes of the tax gap?

Step 5
Client segmentation: Which sub-classification of the taxpayers can be made?

Step 6
Enforcement instruments: Which instruments can be deployed for which segments?

Step 7
Schedule: Draw up a plan of approach.

Step 8
Implementation: Implement the plan.

Step 9
Evaluation: Has the required effect been achieved?

Step 1
Exploring the problem
What is the problem and which target group is involved?
Input
Indications, knowledge and intelligence

Throughput
Refinement of information, classification of the information, determination of the (sections of the) legislation and regulations involved (in particular) in the tax gap and the (groups of) taxpayers that could be involved

Output
Specification of the tax group and the (group of) taxpayers that may be involved

Description

Within this context the 'problem' is a tax gap in which insufficient compliance with the (tax) legislation and regulations is an issue, an improvement in compliance behaviour is required and a (form of) supervision) is feasible. This can then relate to:

-
a subject (entrepreneur) or group of subjects, for example a segment, sector or target group;

-
an object or group of objects, such as sections of the return, goods, services or cash flows;

-
tax moments or specific tax behaviour;

-
demarcated locations (such as a specific region or district) or times (such as an event or the introduction of new legislation). The issue may also relate to an international problem and/or regulations.

The problem/situation is characterised by at least one and often a combination of these facets.

Approach

► Who (inside or outside the Tax and Customs Administration) drew attention to the problem/situation and what was the reason? What has the person or party that drew attention to the issue done to analyse the problem?

► Determine which problem is an issue and whether national or international regulations are an issue. Does the problem relate solely to (non) compliance with tax regulations or also extend to other regulations?

► Determine the risks involved in (the greatest part of) the tax gap.

► Is there an insight into the degree of compliance? Is it known why taxpayers comply with the regulations or contravene the regulations? What is the primary motive? Is there a relationship between the contraventions?

► Determine which groups of taxpayers play a role in the situation. What are their mutual relationships? How do they contact/impact each other? How do they influence each other's (commercial, legal or tax) behaviour?

► Try to draw up a specification of the problem and target group in as specific and manageable terms as possible. The issue may also relate to administrative obligations: in some instances the underlying risk or reprehensible behaviour may relate to another group (for example, the invoicing obligation). On some occasions the problem (also) arises after the determination of the tax due: for example, it transpires that amounts due pursuant to assessments are difficult to collect and/or no recovery options are available.

Tips

▲ Draw up a mind map focused on the problem and adopt an associative approach to a review of all the parties that may be involved.

▲ Carry out an analysis of the background to the problem: who – including any external parties of relevance – is involved in resolving the problem or in the persistence of the problem?

▲ If objective information is unavailable, then make use of the intuition and experience knowledge of the staff and make use of various expertises.

Pitfalls

▼ Exaggerating the problem ('They ignore the tax legislation').

▼ The enlargement of the group ('The SME sector').

▼ Lack of attention to collection of taxes.

Step 2 
Analysis
What is the severity of the problem?
Input
Specification of the tax group and the (group of) taxpayers that may be involved

Throughput
Estimation of the scope, intensity and severity of the tax gap, the capacity required to address the issue and weighing the capacity against other tax gaps

Output
Go/no-go decision on addressing the tax gap

Description

This Step focuses on three issues: knowledge of the scope and intensity of the tax gap, assessing the severity of the tax gap and consideration of its severity as compared to other tax gaps, where relevant.

Approach

a) Knowledge of the scope and intensity

► What information is available about the degree of compliance? Which segment of the target group does comply? What is the amount of the tax revenue that is received?

► What information is available about the degree of non-compliance? What does this issue score in the random sample? What is the estimated total amount that is not entered in the returns? What is the estimated loss of tax? What is the amount written off as non-recoverable?

► If this information is not available, then which methods are available for the relatively rapid and simple collection of more information? What information is available in the basic income register? What information is available elsewhere (for example, Netherlands Statistics, OECD)?

b) Weighing the severity

► Determine which underlying (policy) objectives should be achieved with the relevant regulations/legislation. Which objectives are put in jeopardy by non-compliance?

► Assess the hindrance caused by the problem.
 Who suffers hindrance from or is disadvantaged by these contraventions? Is loss of revenue the sole issue, or are other issues also involved? The hindrance matrix enclosed in Annex 1 can be of use when making these estimates.

► How severe is the problem, for example in terms of the amount of (tax) funds? And if the problem is severe, then why hasn't it been addressed earlier?

c) Weighing the severity as compared to the severity of other tax gaps

► What is the valuation assigned to the severity of the problem as viewed from the perspective of b): slight, medium or severe?

► What is the initial estimate of the efforts – the necessary capacity – that will be required to address the problem? Is this low, average or high? The decision-making table enclosed in Annex 2 can be of use when making this assessment.

► How does the problem in question compare to other (potential) tax gaps and what does this imply for the further steps?

Tips

▲ Use an estimate made by experts when hard information is unavailable. However, make sure that the experts arrive at an individual estimate in independence of each other. Use the differences in the estimates to discuss the underlying assumptions and arrive at a collective estimate.

▲ Make use of intelligence at a regional, national and, where relevant, international level.

Pitfalls

▼ Waiting until a complete insight is available (and not doing anything until then)

▼ Finding umbrella terms such as 'fraud' sufficient, without a further specification of what they mean in the context

▼ Being unwilling to make estimates and avoiding all risks, resulting in an overestimate of the hindrance

▼ Dismissing the problem out of hand, 'because the capacity isn't available anyway'.

▼ Waiting for an insight into the risks associated with the Tax District's entire work programme

▼ Devoting a great deal of effort to the collection of information whilst the problem would not appear to be serious throughout the entire Tax District.

Step 3
Specification of the required effect
What is the required effect?
Input
Weighted and analysed tax gap

Throughput
Determination of which group of clients is to exhibit which effect and, as a result, the required effect

Output
Determination of the required effect

Description

 Compliance Risk Management assumes that the effect to be achieved is known. Compliance with regulations is achieved when taxpayers carry out specific acts (mandatory requirement) or, conversely, refrain from specific acts (prohibition). Carrying out or refraining from specific acts are both forms of behaviour.  Compliance Risk Management employs supervision to exert a favourable influence on compliance behaviour. Consequently, the required effect is formulated in terms of the required behaviour or required improvement. Formulating the objective as ‘Improvement of compliance behaviour' not precise enough for the selection of specific instruments. Which compliance behaviour is an issue? Who, or which group, is to exhibit this behaviour? What are the specific circumstances? To what extent is the compliance behaviour to be improved, i.e. to which level? It is necessary to demarcate the area in which the effect is to be achieved. A distinction can then be made between four areas, namely the risks associated with the:

1.
registration of taxpayers;

2.
filing of returns (in time);

3.
payment of tax;

4.
compliance with administrative obligations and the correct and complete processing of transactions in the return.

The measurement of the effects and the feasibility of those measurements vary by area. Results are not the same as effects. For example, the number and lead times of inspections and the corrections following those inspections are known: these are results. The effect of those inspections is the resultant improvement in the degree of compliance behaviour exhibited by the taxpayers (and others) who were inspected. Another example is the number of attachments: the result is the income and the effect is the degree of improvement in compliance behaviour. Results have a primarily internal focus whilst effects have a primarily external focus.  The relationship between the deployment of enforcement instruments and the resultant improvement in compliance behaviour is the essence of Compliance Risk Management..

Approach

► Which specific change in compliance with the regulations is to be achieved?

► Specify the effect that is to be achieved. Which group shall need to exhibit which behaviour from now on? Why is this required? How important is this? How permanent will the effect need to be?

► How will the improvement in behaviour be assessed? Give consideration to Step 9 when reviewing this issue!

Tips

▲ Carry out a role-playing exercise with a discussion between a supervisor and taxpayer in which the taxpayer continually asks: “What do you expect from me?” “I want to do it properly, but what do I need to do to do it properly?”

▲ Give consideration to times, events and circumstances that are of importance to taxation. (For example, when a new employee joins the taxpayer's organisation or the organisation is confronted with liquidity problems). What will the taxpayer need to do in these situations?

▲ Re-examine the underlying risk(s). Specify the effect in terms of the improvement in compliance behaviour in the specific area that results in the reduction of the scope and importance of the underlying risk.

▲ In addition, give consideration to potential undesirable side effects and how these can be avoided.

Pitfalls

▼ Immediately referring to the issue as 'compliance'. This is certainly true, but what does it mean? Formulate a practical and manageable specification of the term for the case in question.

▼ Devoting a great deal of energy to the precise measurement of parameters that cannot be measured readily.

▼ Endeavouring to identify a relationship between one form of enforcement and an observed effect.

Step 4
Causality
What are the causes of the tax gap?
Input
Weighted and analysed tax gap, together with a specification of the required effect

Throughput
Assessment of the causes of non-compliance with the legislation and regulations that results in the tax gap (the risks)

Output
Summary of the causes of non-compliance by (group of) risk(s).

Description

This Step focuses on working out the problem in more detail and demarcating the extent of the problem. This step needs to concentrate on the link between the current behaviour (non-compliance) and the causes. What is the risk and what is the problem area? When do taxpayers exhibit non-compliance behaviour (in which situations)? Which stimuli or players then play a role?

Approach

► Assess the causes of the compliance problem. What is known about the offenders' motives? What are the reasons why another segment of the target group does observe the regulations?

► What is known about the reasons? Pursuant to Poiesz' theory, a specific form of behaviour is exhibited solely when a certain degree of motivation, capacity and/or opportunity are present at the same time. Which condition or conditions is/are lacking to an adequate extent? The table enclosed in Annex 3 can be of use when carrying out this review.

► Is non-compliance due to 'inability' or 'unwillingness'?

► Do the information systems offer opportunities for the achievement of compliance with the standard without needing to make extra efforts? For example, on introducing taxi on-board computers in 2009, the Ministry of Transport, Public Works and Water Management not only reduced the administrative burden but also increased the feasibility of conducting inspections.

► Use the compliance analysis enclosed in Annex 4 to obtain a more precise insight into the causes of non-compliance behaviour.

► Do the tax regulations give cause to the non-compliance? To what extent is the non-compliance due to unclear regulations?

► Are there circumstances outside the tax field that exert a great influence on non-compliance?

Reason, discuss and collect information to identify these circumstances. Intelligence can also certainly be of assistance in making this identification.

Tips

▲ Theo Poiesz' book can be downloaded, free of charge, from http://www.gedragsmanagement.nl. This site also gives a brief explanation of the contents.

Pitfalls

▼ Overhastily concluding that the problem is simply unwillingness.

▼ Overhastily concluding that a taxpayer or group of taxpayers is compliant or is non-compliant, whilst this is often highly relative and the degree of compliance can vary between acts and articles of acts.

Step 5
Client segmentation
Which sub-classification of the taxpayers can be made?
Input
Summary of the causes of non-compliance by (group of) risk(s).

Throughput
Distinction between (groups of) taxpayers by causes of non-compliance

Output
Summary of (groups of) risks and taxpayers by causes of non-compliance

Description

This Step focuses on the subject, the taxpayers. Which taxpayers comply with the regulations and which do not? What is known about this group of taxpayers and the individual taxpayers? Are the taxpayers members of one homogeneous group or are there a variety of subgroups? What is the relationship between the taxpayers?

Approach

► What is known about the group and the circumstances (once again, in terms of motivation, capacity and opportunity)? What is the level of organisation? Can partners to discussions be identified? What relevant information is available about the group and what additional information is required?

► Which motives, interests and other factors will provide incentives for the required improvement in the target group's compliance behaviour? Which motives, interests and other factors will frustrate the required improvement in compliance behaviour?

► Assess whether the most important target groups can be divided into sub-target groups on the basis of the driving forces behind their tax behaviour (motivation, capacity and opportunity).

► Can the target group be assessed as homogeneous, or as heterogeneous and consisting of a number of subgroups as viewed from the perspective of:

· exhibited behaviour;

· motives, interests and other factors;

· required behaviour;

· the instruments to be deployed.

► Can the group of taxpayers distinguish itself in a favourable manner? (for example: the same cash register system can be supplied with or without a sales suppression module)

► How can the Tax and Customs Administration make effective use of the motives, interests and other factors that play a role within the specific target group?

Tips

▲ Carry out a force field analysis from economic, financial, social and technical perspectives to identify the forces that promote the target group's compliance or non-compliance.

▲ Endeavour to classify the group into four categories, namely taxpayers exhibiting optimum compliance, inveterate offenders, the ignorant, and taxpayers who deliberately explore the boundaries of the regulations. It is important to bear in mind that this classification is based on estimates that still need to be tested in contacts with the taxpayers. The questionnaire enclosed in Annex 5 can then be of assistance.

Pitfalls

▼ Spending too much time searching for more (unknown) information

Step 6
Enforcement instruments
Which enforcement instruments can be deployed for which segments?
Input
Summary of (groups of) risks and taxpayers by causes of non-compliance

Throughput
Selection of the forms of enforcement to be deployed for the various groups of taxpayers

Output
Summary of the forms of enforcement to be deployed.

Description

This Step focuses on the creative deployment of the range of available instruments. Is preference given to preventive, real-time or repressive instruments? Which individual instruments come into consideration and which combination is expected to achieve the best result for which groups or segments? The instruments must be effective (result in the required behaviour), efficient (incur the lowest possible compliance and enforcement cost) and legitimate (lawful, maintaining equality of rights and resulting in legal certainty). Each instrument is accompanied by a specific cost – or cost price – and a specific effect in terms of the cause of the non-compliance behaviour.
 Annex 6 lists the forms of enforcement that are currently available.

Approach

► Determine which target group offers the most points of departure for a change in behaviour. Select at least three instruments to be deployed in the achievement of this change in behaviour. Which indirect effects on other target groups are conceivable and how could these effects be supported?

► Focus, as much as possible, on the causes of non-compliance: can these be remedied?

► Review the opportunities available for a joint approach in cooperation with other government agencies or other players in the field (such as software developers). Which elements of the problem or causes of the problem can be assigned to these other players? Is it possible to adopt an innovative approach to this cooperation?

► Assess which forms of enforcement could be most effective and then review which of these forms is the most economical. Begin the assessment with the risk reduction instruments (such as amendments of the regulations and the reduction of the administrative burden), horizontal monitoring and enforcement communication. Next, assess the real-time forms of processing and cooperation with external supervisory authorities. Finally, assess the repressive enforcement instruments on the basis of the responsive enforcement pyramid.

► Give advance consideration to the four compliance factors (timely registration, timely filing of correct and complete returns and timely payment). Review how behaviour later in the chain can be influenced as early in the chain as possible.

Tips

▲ The Tax and Customs Administration intends to work in real time whenever possible. Are there forms of enforcement that can be deployed before the return is filed?

▲ The Tax and Customs Administration's supervision must be visible. When conducting this supervision, how can as many people as possible be reached with just one form of enforcement?

▲ Give consideration to the results that could be achieved with enforcement communication in this situation. Which message would need to be conveyed? Would the message vary for each target group or subgroup? Which means of communication would be employed (including the social media)? What action would be taken with the response?

▲ Make being compliant simpler whenever possible (and, if possible, more agreeable): offer taxpayers opportunities for corrections on their own initiative.

▲ The (enforcement) communication instrument can be used in almost all situations.

▲ Promote the quality of the administrative chain: the quality of the return is determined by the very first record and the quality of the return also influences the probability of timely payment.

▲ Involve the regional communication expert(s) in the approach.

▲ Businesses and the Tax and Customs Administration have different perceptions of inspection: businesses also experience a telephone call as a form of inspection.

Pitfalls

▼ Stubbornly hanging onto the old, familiar instruments (not invented here).
▼ Increasing the perceived probability of being caught without justifiable grounds.

▼ Failure to take into account the transfer of non-compliance ('escapism').

Step 7
Schedule
Draw up a plan of approach
Input
Summary of the risks to be addressed, the groups of taxpayers that have been distinguished and the forms of enforcement to be deployed

Throughput
Development of a plan of approach: who does what, when and how

Output
Plan of approach

Description

This Step focuses on the transformation of ideas and options into a realistic plan. Once the go/no-go decision has been taken the next steps are to make arrangements for the staff, reach agreement on the schedule and lay down the procedure to be followed. In addition, it is necessary to assign responsibilities, powers and duties to the various officers involved.

Approach

► The steps have been completed, but has the decision-making also been completed? Has the management agreed to the plan and undertaken to supply the necessary capacity? Has an officer responsible for the plan been assigned?

► It is time to prepare the plan of approach. This must at least contain a brief summary of steps 1 to 6 and a schedule.

Make sure that the technical groups and officers have been consulted on the plan of approach.

► Which staff will be involved? Make sure that they are involved in the preparation of the plan of approach.

► Formulate one or more objectives in SMART terms for as far as is possible. State when the work/project or action needs to be completed and specify a number of interim targets if possible.

► Will the work be carried out by staff in the existing structure (for example, a team) or will a separate project be set up for the work?

► Which competences are required for the success of the project? Will these competences be available within the team working on the project or will experts/consultants outside the team be called in to help? If experts/consultants are to be called in, then organise the necessary relationships between the project and the permanent organisation.

► Make advance arrangements for consultations with other enforcement agencies, sectoral organisations or other third parties. (Who will be involved and how will the consultations be organised?). In addition, make arrangements for the region to consult with the National Supervisory Authority to ensure that the Tax and Customs Administration does not contact third parties more than once. This will make clear which (framework) agreements have already been reached, where relevant, with each agency and organisation.

Tips

▲ Work in accordance with the principles of project management (but do not adopt an excessively rigid approach). Make sure that a client and project manager have been appointed and that their duties and responsibilities are clear. If necessary, arrange a short project management course for the officers with the greatest involvement in the project.

▲ Make sure that notification of the problem/approach is given in good time for the preparation of the national/regional/local supervisory plan. This ensures that the project is included in the plans, is taken into consideration in the broader assessment and the necessary capacity is made available. In addition, make sure that the project is included in the Supervisory Projects Database (BATO).

▲ Self-evidently, the private and public parties that cooperate in the project will have plans of their own. Bear this in mind and take this into account in the plan of approach. Agreements on international cooperation need to be reached well in advance.

Pitfalls

▼ Trying to do too much at the same time

▼ Starting work without sufficient, explicitly formulated administrative support (laid down in writing, where relevant)

Step 8
Implementation
Implement the plan

Input
Plan of approach

Throughput
Implementation of the forms of enforcement for the various taxpayers or groups of taxpayers

Output
Results and effects

Description

When carrying out the work it is also necessary to give attention to the quality of the work and to provide the maximum possible assurances for the quality. This can be achieved both by thorough preparations (and training, where necessary) and by the development of guidelines that draw on the experience of others. The involvement of technical specialists (such as experts in the types of tax, inspections, procedural law, collection and specific forms of enforcement) will also be beneficial to the quality. It is necessary to bear in mind that substandard work carried out during the implementation of the plan can negate all the efforts made in the previous steps.

Approach

► Reach agreements on the implementation of the plan of approach. Agree on specific milestones on when the staff completes the work or elements of their work.. 

► Make arrangements for appropriate briefings/debriefings prior to and after each element of the work.

► Hold brief interim discussions on the current progress and experiences (successes and problems) with the staff that’s implementing the plan of action..

► Make arrangements to ensure that the results from the work are readily accessible to other colleagues.

► Bear in mind that the Tax and Customs Administration needs to exhibit exemplary behaviour towards taxpayers: setting a good example acts as an incentive to others to behave in the same manner. The manner in which the Tax and Customs acts and communicates with clients also influences their willingness to fulfil their tax obligations.

Tips

▲ Make arrangements for adequate (automated) support for the work. Make sure that it is known which taxpayers or groups of taxpayers will receive attention and who will devote that attention. Lay these arrangements down in writing and hold periodic reviews of the progress.

▲ Warn the client in good time if the agreed capacity is not made available.

▲ Try to make interim measurements or estimates of the compliance effects achieved by the forms of enforcement deployed for the project. Is it necessary to make adjustments to the objectives or use of instruments?

Pitfalls

▼ Failure to monitor progress (the whole point of the plan of approach is to ensure that all the work is completed)

▼ The inadequate availability of the right competences at the required time, i.e. the officers with those competences have other obligations or are working on other issues at the time they were to be called in

▼ Continuing with the work whilst there is a range of indications that the plan is not working

▼ Bear in mind that the initial assumptions on the causes for non-compliance could be incorrect. For this reason it is necessary to be alert to potentially incorrect assumptions while the plan is being implemented. The assumptions need to be reviewed periodically.

Step 9
Evaluation
Has the required effect been achieved?

Input
Results and effects

Throughput
Analysis of the results and effects

Output
Determination of the extent to which the required effect has been achieved or the need to adjust the plan of approach and the identification of lessons learnt for future projects

Description

This Step focuses on one of the most difficult elements of  Compliance Risk Management – the measurement of effects. This is difficult because sufficient data  for measurements of compliance behaviour will not always be available.. Moreover, taxpayer behaviour is dependent on more variables than solely enforcement. However, this does not imply that no efforts should be made to measure the effect, as these measurements close the learning cycle. One important condition attached to effect measurement is an appropriate specification of the required effect. This is also the reason why attention was devoted to effect measurement as early as Step 3. Step 9 is not only the last step in the activities but also forms the beginning of a new learning cycle.. In view of the trying nature of effect measurements it will be wise to supplement the quantitative records of the results – such as the numbers of the various forms of processing, the capacity devoted to the plan of approach, voluntary improvements to returns (numbers, subject and financial importance), corrected returns (numbers, subject and financial importance), the reduction, where relevant of, the arrears in payments and payments received in connection with returns/assessments, etc. – with qualitative results. These qualitative results consist of the experiences of the staff and that issues that have been observed, etc.

 Compliance Risk Management is based on the principle shifting from exclusively measuring results to gaining an insight into compliance effects.

Approach

► When will the effects of the enforcement supervision become visible? This determines the moment at which monitoring will need to begin.

► Give renewed consideration to the indicators that will demonstrate that the right approach has been adopted and that the right things are being done. How can the objectives and the required effects be monitored?

► Can adjustments be made to the project if the required effects are not achieved?

► Also devote attention to the 'soft' signals the staff pick in during the implementation of the plan and record them in a logbook or similar document (briefing and debriefing).

► Try to gain an insight into the compliance behaviour before and after the intervention. Where relevant, try to assess the effects against a comparable control target group that was not addressed by the instrument or combination of instruments.

Tips

▲ Failure of the project or campaign should also be reported: this may well be of greater importance than reporting success.

▲ The Effect meten: hoe doe je dat? ('Effect measurement: how do you do that?') Brochure (available in digital form on the Toezicht Plaza (‘Supervisory Plaza’)) may be of assistance.

▲ Make a note of your personal learning experiences and exchange these with colleagues in periodic peer review sessions. Be open to each other: this is essential if the Tax and Customs Administration organisation is to be able to learn and make the necessary improvements. Also do this with the colleagues who were involved in the implementation of the plan of approach. Hold a debriefing and collect the experiences of the officers involved in the work.

▲ Make more use of 'approximately': it’s not about hard proof, but rather about plausibility.

▲ Bear in mind that any effects observed during the implementation of the plan of approach may have been caused by other factors, such as economic developments or the activities of other enforcement agencies.

Pitfalls

▼ Initiating a comprehensive information system circus and conducting large-scale surveys.

▼ Devoting a great deal of energy to the measuring parameters that are nearly impossible to measure with the greatest possible precision. .

▼ Only now giving consideration to the wished for effects instead of in earlier steps 

Final remarks

Now all the steps have been explained it is possible to link the specification of  Compliance Risk Management given in the introduction to the nine steps involved in the process. In fact, the process follows the four elements that were referred to in the introduction: the taxpayers, the effects, the available instruments and the capacity. These elements are also components of the  Compliance Risk Management process steps as shown (clockwise) in the following diagram. Moving inwards (from the business/private individual) provides an insight into the tax gaps and their weighting. When attention is shown to be necessary this is followed by the formulation of the required effects on compliance behaviour. The causes of the tax gap serve as the basis for the formulation of the optimum combination of enforcement measures, the preparation of a plan of approach, the implementation of the plan of approach and the evaluation of the effects. This closes the learning cycle and make the experiences available as input for a new cycle.
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Figure 2 - Relationship between the elements of and steps in  Compliance Risk Management

The step-by-step plan is not a revolutionary idea: it is based on a lot of common sense – “Look before you leap”. “Think before you act”. The following sequence will be familiar to many: define the problem – make the diagnosis – implement the measure – check the solution. However,

· the problem is not always clear or definable;

· the diagnosis is frequently skipped and the further approach is based on intuition;

· the measures are frequently based on personal perceptions rather than on the group of taxpayers, and options other than vertical supervision or the traditional collection process are not always taken into consideration;

· the check of the solution is frequently muddied by incorrectly regarding adjustment/revenue (the result) as the same as compliance (the effect).

The step-by-step plan can help to achieve the objective of ‘Supervision that counts’.

Success with  Compliance Risk Management!

Example of  Compliance Risk Management

A current example is available at http://belastingnet.belastingdienst.nl/plaza/toezichtplaza/download/stappenplan_project_autorijscholen_20120712.pdf
Annex 1
Hindrance matrix

The hindrance matrix can be of assistance in assessing the form of hindrance by severity. This matrix is of use for Step 2 of  Compliance Risk Management.

	Form of hindrance
	Severity of hindrance 

	
	Hindrance is extremely severe
	Hindrance is still acceptable, but is increasing rapidly 
	The problem has existed for many years and is reasonably stable 
	The hindrance has peaked and is declining 
	The problem is emerging
	The problem is already being addressed by others 

	Loss of revenue 
	
	
	
	
	
	

	Distortion of competition
	
	
	
	
	
	

	Knock-on effect in the chain
	
	
	
	
	
	

	Knock-on effect in the social group
	
	
	
	
	
	

	Effect on tax ethics
	
	
	
	
	
	

	Effect on the Tax and Customs Administration's image
	
	
	
	
	
	

	Effect on the Netherlands' international position 
	
	
	
	
	
	

	Effect on the rule of law
	
	
	
	
	
	


Annex 2
Table of appropriate effort

The table of appropriate effort supports the analytical process in Step 2.

	
	Light effort
	Average effort
	Great effort

	Slight problem
	Study project
	Stop
	Stop

	Medium problem
	Needs to be addressed?
	Further study 
	Stop

	Severe problem
	Tackle immediately 
	Needs to be addressed?
	Further study


The question mark following 'Needs to be addressed' indicates that – in principle – the problem does need to be addressed, but that the decision to do so is in part dependent on the priority assigned to other problems. 'Tackle immediately' indicates that the problem has been assigned highest priority. The use of the term 'effort' is a carefully considered decision as this refers both to capacity (man-hours) and to all (other) costs incurred by all those involved within the Tax and Customs Administration.

Annex 3
Poiesz' behavioural matrix

Poiesz' behavioural matrix is of assistance for Step 4, the assessment of the (potential) causes of non-compliance.

	Group
	Motivation
	Capacity
	Opportunity
	Result

	
	Willingness to comply?
	Ability to achieve objective?
	Feasible in the circumstances?
	

	1
	Yes
	Yes
	Yes
	Compliant behaviour

	2
	Yes
	Yes
	No
	White lie

	3
	Yes
	No
	Yes
	Some errors/carelessness

	4
	Yes
	No
	No
	Carelessness bordering on intent

	5
	No
	No
	No
	Inept, bungler

	6
	No
	No
	Yes
	Impulse thief 

	7
	No
	Yes
	No
	Caught out occasionally

	8
	No
	Yes
	Yes
	Successful fraudster


Annex 4
Compliance analysis

The following compliance analysis is derived from the Tafel van Elf ('Table of Eleven') that is also used by other authorities. For  Compliance Risk Management purposes some of the original questions have been expanded or replaced. This has ultimately resulted in ten questions. The questionnaire lists ten behavioural motives (dimensions) that jointly determine the ultimate degree of compliance. Some of these motives are associated with spontaneous compliance (questions 1 to 6). Other behavioural motives are associated with the manner in which the authorities implement enforcement and, in particular, the target group's perception of that enforcement (questions 7 to 10). The completed questionnaire provides an insight into the compliance strengths and weaknesses.

It is necessary to bear in mind that this compliance analysis serves as no more than an aid.

	No.
	Question
	Score

High-Medium-Low

	1
	To what extent does the target group know of and understand the legislation and regulations?
	      H       M        L

	2
	What are the tangible and intangible disadvantages resulting from compliance with the regulation in terms of time, money, effort and image?
	      H       M        L

	3
	What are the tangible and intangible advantages resulting from contravening the regulation in terms of time, money, effort and image?
	      H       M        L

	4
	To what extent does the target group find the policy and regulations acceptable?
	      H       M        L

	5
	What is the target group's general willingness to comply with the government's authority?
	      H       M        L

	6
	What is the target group's estimate of the probability that parties other than the authorities will impose positive or negative sanctions on them for their behaviour?
	      H       M        L

	7
	What is the target group's estimate of the probability that government agencies observing a contravention will notify the Tax and Customs Administration of the contravention?
	      H       M        L

	8
	What is the target group's estimate of the probability that the Tax and Customs Administration will conduct an inspection or will become involved in the collection process?
	      H       M        L

	9
	What is the target group's estimate of the probability that an inspection by the Tax and Customs Administration will identify a contravention?
	      H       M        L

	10
	What is the target group's estimate of the financial disadvantage that they will incur in the event that the Tax and Customs Administration identifies a contravention and imposes an adjustment?
	      H       M        L


Annex 5
Questions of assistance in making a distinction between segments of a target group on the basis of their behaviour

Examine whether a distinction can be made between segments of the group on the basis of the following factors:

1.
Awareness of the required behaviour
Which part of the target group

a.
is fully aware;

b.
is aware, but is not very well informed;

c.
has never really given thought to exhibiting this behaviour;

d.
is unaware of the options.

2.
Knowledge required to exhibit the required behaviour
Which part of the target group

a.
has all the knowledge required;

b.
has most of the knowledge required;

c.
has little of the knowledge required;

d.
has none of the knowledge required.

3.
Sensitivity to social and subjective behavioural standards
Which part of the target group responds to the prevailing social behavioural standards and expectations by

a.
being clearly influenced;

b.
being influenced to some extent;

c.
by not being influenced.

4.
Attitude towards the required behaviour
Which part of the target group perceives the required behaviour as offering

a.
no advantages;

b.
some advantages;

c.
great advantages.

5.
Self-sufficiency (the extent to which members of the target group are of the opinion that they can exhibit the required behaviour)
Which part of the target group is comprised of members who are of the opinion that they are

a.
highly able to exhibit the required behaviour;

b.
reasonably able to exhibit the required behaviour;

c.
virtually unable to exhibit the required behaviour;

d.
unable to exhibit the required behaviour.

6.
Feedback from others (the extent to which the target group is influenced by the opinion that others in their immediate surroundings have of the required behaviour)
Which part of the target group is

a.
not sensitive to the opinion and behaviour of others;

b.
somewhat sensitive to the opinion and behaviour of others;

c.
highly sensitive to the opinion and behaviour of others.

7.
Feedback from experts (the extent to which the behaviour of the target group is influenced by consultants who they perceive as experts)
Which part of the target group responds to experts by

a.
not being influenced;

b.
being partly influenced;

c.
being entirely influenced.

8.
Feedback from the authorities (the extent to which the target group is influenced by the authorities)
Which part of the target group responds to pressure or feedback from the authorities in exhibiting the required behaviour by being

a.
insensitive;

b.
sensitive solely under the threat of punishment;

c.
sensitive without the threat of punishment;

d.
extremely sensitive to pressure and information from the authorities and does what is requested without this needing to be laid down in agreements or regulations and without the threat of punishment.

Annex 6
Range of enforcement instruments

1. Risk-reduction forms of enforcement

1.a 
Enforceability review of new legislation and regulations

The provision of advice to legislators and regulators on the feasibility/infeasibility of the enforcement of proposed legislation and regulations.

1.b
Amendments to legislation and/or policy
The (issue of recommendations for the) amendment of sections of the existing legislation and regulations that have proven to be difficult or impossible to enforce or for the purpose of the reduction of the administrative burden. 


1.c
Third-party information
The submission of requests for reliable third-party information from national or international agencies to be employed in the client processing. The use of this information in the provision of services (pre-completed returns) or in inspections.

1.d
Preliminary consultations or consultations with tax consultants, sectoral organisations, debt providers or individual taxpayers
Consultations with intermediary organisations or individual taxpayers on the interpretation of the law in specific circumstances prior to filing the return or to the expiry of the period for payment.
1.e
Provision of supplementary understandable and tailor-made information

The provision, on the request of taxpayers, of supplementary information or general information in brochures, letters, on the Internet, in telephone calls or at the counter.


1.f
Provision of information to individuals or groups

The provision, on the Tax and Customs Administration's initiative, of information tailored to the specific situation of a taxpayer or group of taxpayers.


1.g
Provision of assistance in fulfilling obligations
The provision of assistance, by the Tax and Customs Administration or via third parties, in the fulfilment of obligations such as the completion of a tax return form or an application for a postponement of payment.

1.h
Company meeting
A meeting held with a taxpayer or the taxpayer's representative, at the taxpayer's company, which is not focused on an inspection but rather on a review of the company's current situation, including the liquidity and solvency positions.

2. Horizontal monitoring

2.a
Agreements with individual taxpayers
The conclusion of an agreement
 with an individual taxpayer on the fulfilment of tax obligations arising from (sections) of one or more tax acts or tax obligations based on the Collection of State Taxes Act.

2.b
Agreements with groups of taxpayers
The conclusion of an agreement12 with a group of taxpayers on the fulfilment of tax obligations arising from (sections) of one or more tax acts or tax obligations based on the Collection of State Taxes Act.


2.c
Agreements with intermediaries (tax consultants or sectoral organisations)
The conclusion of an agreement12 with an intermediary or intermediaries on the supervision of third-party fulfilment of tax obligations arising from (sections) of one or more tax acts or tax obligations based on the Collection of State Taxes Act.


2.d
Use of a certification system in the sector or professional group
The use of a seal of approval adopted by a group of taxpayers for the allocation of the Tax and Customs Administration's supervision and the promotion of the development of seals of approval by the market.

3. Enforcement communication

3.a
Communication focused on the visibility of supervision
Making contact with taxpayers or groups of taxpayers with the objective of achieving a change in behaviour by exerting an influence on the general perception of the probability of being caught.

3.b
Communication focused on the advance announcement of potential attention

Making contact with taxpayers or groups of taxpayers with the objective of achieving a change in behaviour by exerting an influence on the individual perception of the probability of being caught.

3.c
Communication focused on the taxpayers' rectification of their errors

Making contact with an individual taxpayer with the objective of achieving a direct improvement in the taxpayer's return or payment behaviour.

3.d
Communication focused on the announcement of (potential) attention

The issue of an announcement to an individual taxpayer stating that (potential) attention will be devoted to the taxpayer with the objective of achieving a direct improvement in the taxpayer's return or payment behaviour.

4. Real-time forms of enforcement

4.a
Telephone calls
Contacting a taxpayer by telephone to discuss a current issue with the objective of influencing the taxpayer's return or payment behaviour.


4.b
Tax surveillance

General supervision on the streets focused on observing physical issues and occurrences.


4.c
On-site observations


Observing (business) activities at an individual company address.

4.d
Real-time investigations

The inspection of the current situation with respect to the fulfilment of tax obligations arising from (sections) of one or more tax acts.

4.e
Agreement on payment arrangements
Reaching agreements with a tax debtor on the period within which an outstanding tax debt will be settled.

4.f
Collection investigations
The initiation of an investigation of the tax debtor's liquidity position (liquidity investigation) or of the feasibility of holding third parties liable for a tax debt that has arisen (Wages and Salaries Tax and National Insurance Contributions (Investigations relating to the Liability of Subcontractors) Act / Directors' Liability Act (Wet bestuurdersaansprakelijkheid, WBA).

4.g
Agreement on debt restructuring
Reaching agreement with a tax debtor on the part of the outstanding tax debt that will be settled.

5. Cooperation with other organisations

5.a
With government organisations


Reaching agreement with other government organisations on cooperation focused on compliance with (sections) of one or more tax acts.

5.b
With private organisations
Reaching agreement with non-government organisations on cooperation focused on compliance with (sections) of one or more tax acts.

5.c
International cooperation

Reaching agreement with organisations outside the Netherlands on cooperation focused on compliance with (sections) of one or more tax acts.

6. Repressive forms of enforcement

6.a
Desk audit
The assessment, at the Tax and Customs Administration's offices, of the correctness, completeness and timeliness of (part of) a return.

6.b
Tax audit
The inspection of (parts of) the administrative records of a business, at the business address, focused on the assessment of the correctness, completeness and timeliness of (part of) a return.

6.c
Criminal investigation

The criminal prosecution of a taxpayer who is suspected of committing a tax offence.

6.d
Enforced collection
The initiation of collection measures with the objective of compelling the payment of a tax debt by a tax debtor (serving a writ of execution, execution, irrecoverable loss).

6.e
Petition for compulsory liquidation

Filing a petition for the liquidation or bankruptcy of a tax debtor.
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� 	The taxation legislation refers to businesses and private individuals as taxpayers, whilst the Collection of State Taxes Act, 1990, refers to tax debtors. This distinction is not relevant for this Guide. For this reason this Guide will refer solely to taxpayers, which in this context also includes tax debtors.


� 	Source: Professor Dr Theo Poiesz, Gedragsmanagement, waarom mensen zich (niet) gedragen ('Behavioural management, why people (don't) behave'). The step-by-step plan explained in this Guide was also inspired by the philosophy presented in this book.


� 	For example, a specific group could pose a specific tax problem: the persons in this group could be prepared to commit fraud ('motivation' is high), the circumstances for them to do so could be favourable ('opportunity' is high) but they are not able to do so ('capacity' is low).


� 	See also the national project process document (September 2012)


� 	'Hindrance' has been selected as the collective term used to refer to disadvantage, nuisance, hindrance or impediment, i.e. the (detrimental) effect of the tax gap.


�	 It is impossible to overemphasise the importance of compliance with administrative obligations to (the ability to) filing correct and complete returns by the taxpayer or a third party (in the case of the invoicing obligation, for example, the taxpayer's customer).


� 	This assumption is based on behavioural science studies. Experience with effects has now been acquired. The conclusions on the effectiveness of instruments are greatly dependent on the specific situation. It is not possible to state general recipes for the effect of the various instruments.


� 	Begin with the provision of services, making things simple (right from the start), cooperation and on-site inspections, etc.: where relevant, select other instruments on the basis of the response.


� 	The Guide to compliance measurement was published in July 2012.  This is available on the Toezichtplaza ('Supervisory Plaza', BelastingNet).


� 	As the range of enforcement instruments is never complete the following list is not exhaustive. This list can serve as a source of inspiration – but should not be restrictive.


� 	This form of enforcement will generally be employed in  Compliance Risk Management at a strategic and tactical level. However, operational  Compliance Risk Management staff can submit proposals for amendments of the legislation and regulations.


� 	This agreement can be concluded in the form of a convenant or other form of agreement.


� 	This also encompasses the promotion of and provision of a contribution to the development of national and international standards for information systems, tax products and software that can also serve as the basis for certification.
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