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Introduction

The purpose of this paper is to
show how a tax administration may
become more effective by intro-
ducing a strategic approach to man-
agement. Strategic planning is not
a panacea and the paper identifies
some of the most common prob-
lems usually encountered and how
they can be overcome,

In addition to a discussion of
what is meant by the terminology
and the steps generally involved in
the strategic planning process, the
paper describes strategic planning
in practice, focusing on the experi-
ence of Revenue Canada, Taxation,

Strategic Planning, the Mean-
ing Behind the Term Why a
Tax Administration Should
Plan?

Uncertainty is the enemy to any-
one who is faced with the need to
make decisions and planning is the
best defence. People must plan if
they are to be better prepared to
meet the future. Without plans the
risks of making the wrong choices
can only increase. This is true for

the organization as well as for the
individual.

There is an old witticism that
describes an economist as some-
one who plans today what he will
say tomorrow about why he was
wrong yesterday. Underlying this
quip is the presumption that no
matter how carefully one plans,
incorrect decisions will result,
Unfortunately, there is an element
of truth behind the cynicism.
However, while it is true that the
planner is rarely 100% correct,
planning does help to reduce the
number of times he or she will be
100% wrong. On some occassions
proper planning may even result in
exactly the right decision being
made.

Planning will certainly assist a
tax administration to better antici-
pate change. In today’s world the
pace of change is rapidly accelerat-
ing and flexibility is crucial to the
success of any organization. It is
often said that there are more sci-
entists living and working today
than the cumulative total in all
previous history. The implication
is that the new ideas being gener-
ated will create greater opportuni-
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ties and challenges for all organi-
zations including tax administra-
tions. Planning will contribute
greatly to preparing a tax admini-
stration for the profound changes
which lie ahead.

If one considers a plan as a
framework for decision-making, the
usefulness of planning for a tax
administration becomes clearer.
Organizations need to plan, but
because of the need to react quickly
to change, it is important to con-
sider planning as a process rather
than a product. If a plan is viewed
as a set of decisions rather than the
framework for arriving at those
decisions, plans become less ame-
nable to change. An organization
which plans is able to focus its
buman, material and financial re-
sources towards producing results.

Defining Strategic Planning

Strategic planning has been
defined in many different ways.
One definition, useful for tax
administration, is to view strategic
planning as a management tool
which helps bridge the gap be-
tween where the organization is




now and where one wants to take it
in the future. Strategic Planning
can help the tax administration not
only to prepare itself for meeting
the future as it unforlds but actu-
ally to create a better future - the
future it wants.

Strategic planning should not
be confused with long term plan-
ning. Some organizations may think
of the future in terms of decades,
others merely months. What is
important is identifying the changes
necessary to bridge the gap to a
better tax administration rather than
the time taken to get there. Some
strategic changes can be made
immediately, while other changes
will be of a continuing nature as
the organization constantly expands
its reach towards an evolving fu-
ture.

How Strategic Planning Differs
from Operational Planning

In general, operational plan-
ning may be viewed as a process
where alternative courses of action
for achieving objectives are care-
fully considered and the most fea-
sible option selected. In Canadian
federal government departments and
agencies, operational planning
involves formulating programs and
a series of related sub-objectives
and forecasting human and finan-
cial resources required to carry out
the plan. Operational planning
involves a medium range or a three
to five year planning horizon.

To carry out operational plan-
ning without strategic planning may
result in losing sight of where one
wants to take the organization.
Operational planning encompasses
all planning that is not strategic in
nature. In the military sense, op-
erational planning may be consid-
ered the tactics for carrying out the
grand battle strategy. Strategic
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planning provides the overall guid-
ance, sets the direction and defines
the limits within which operational
plans are devised.

The Advantages of Strategic Plan-
ning

A tax administration can use
strategic planning to become more
proactive rather than simply wait-
ing to react to crises as they arise.

There are many benefits to stra-
tegic planning. Strategic planning
will help an organization focus its
energies, improve its ability to tar-
get its resources and reduce the
number of false starts and costly
errors. As expectations are clari-
fied, people become more aware of
how best to confribute. Divisions
become less concerned with inter-
nal rivalries and more concerned
with overall organizational effec-
tiveness.

Factors Essential to the Success
of Strategic Planning

There are many factors which
can influence the success of the
strategic planning process. One
crucial ingredient is leadership.
Without the leadership of the chief
executive officer, supported by the
executive management team, plan-
ning will quickly lose its focus.
Someone must demonstrate the will
to introduce change, make deci-
sions and create a path for others to
follow.

Associated with leadership is
vision. The vision of where one or
more key members of the organiza-
tion see the organization in the future
will be tested, enlarged and refo-
cused during the strategic planning
process. Imitially, however, some
inspiration providing the motiva-
tion for strategic planning must
originate in the mind of the leader,

certain senior managers or employ-
ees.Other factors include the abil-
ity of the organization to work as a
team, a willingness of managers
and employees to be open to change
and the commitment of most of
those involved. Widespread com-
mitment is often absent during the
early stages of the strategic plan-
ning process. It is crucial, how-
ever, that commitment be build up
along the way if a high degree of
success is to be achieved in imple-
menting the strategic plan.

A management information
system capable of tracking per-
formance against meaningful
measures of success is also criti-
cal. Without feedback during the
implementation phase, minor mis-
takes will progress unchecked and
corrective action will become more
difficult and costly to execute
successfully. The system does not
need to be complex but its exis-
tence is fundamental to improving
management control.

The Importance of Corporate
Culture

All organizations are imbued
with traditions subtly revealed
through a myriad of rules on ac-
ceptable behaviour - some explicit,
others tacitly understood. Over
the years an understanding is gradu-
ally established on how the organi-
zation functions and these patterns
become ingrained. Generally speak-
ing these rules and patterns of
behaviour are very usefull in most
situations. For example, when an
operational problem similar to past
episodes arises, people do not have
to re-invent solutions but can draw
on their past experience to solve
problems.

Gradually, almost impercepti-
bly, the network of attitudes, norms,
behaviours and interrelationships
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develops into a corporate culture.
Although very useful for dealing
with most daily operations, the
corporate culture has one main
drawback - the resistance to change.
What has worked in the past be-
comes a comfortable paradigm for
addressing similar problems in the
future, The danger is that it is
difficult to introduce something new
and innovative.

Strategic planning and corpo-
rate culture often come into con-
flict. Strategic planning calls for
creating a new future for the or-
ganization. This may mean tack-
ling problems in a unfamiliar way
using a new set of rules which people
are not comfortable with. Chang-
ing the corporate culture is a formi-
dable task.

If success is to be achieved in
introducing strategic planning,
conflict with the corporate culture
must be minimized during the tran-
sition period. One way of accom-
plishing this is to involve as many
people as possible in the process.
Keeping people involved and aware
of changes which might affect them
gives them a stake in the outcome
and makes them more receptive to
change.

To modify corporate culture,
prior to even beginning a strategic
planning process, many organiza-
tions initiate a process which seeks
to involve a wide corporate audi-
ence of people below the senior
management level. This could, for
example, take the form of a confer-
ence involving all managers at which
discussion groups are established
to identify and address the major
concerns of individuals.

The Stages of Strategic Plan-
ning

In applying strategic planning,
the organization must:

- have a vision of where it
wants to go;
- clearly define its mission or
purpose;
- develop implementation
strategies, and
- adjust them as needed to
achieve the desired future.
One of the first steps in carry-
ing out strategic planning is to
establish a framework for the proc-
ess. Usually a staff support unit
will recommend a process for sen-
ior management approval after
studying different models, consid-
ering who will participate at achiev-
ing results.
Elements of the framework
might include:

Mission and Vision

What business is the organization
in today? What business should it
be in tomorrow? What is the ideal?
How does the organization picture
itself in the world of tomorrow?

Policies and Principles/Value

How should members of the
organization conduct themselves
vis-a-vis external audiences - tax-
payers and other clients, partners,
competitors, the community, cen-
tral agencies? What is the corpo-
rate philosophy? What are the
guiding rules for program deliv-
ery? What is the organization's
attitude towards its employees?

Environmental Scanning

What is happening in the world
today to keep constantly aware of
because of a potentially significant
future impact? How should eco-
nomic, demographic, political,
technological and other trends be
factored into organizational plans?
Are client expectations changing?
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Strategic Objectives

What are the broad areas for
action? What directions should be
pursued? What major results are
expected?

Strategies and Priorities

What specific initiatives should
be undertaken to achieve desired
results? In what order should ob-
jectives be pursued? What is the
timetable for action?

Contingency Planning/Crisis
Management

What plans should be made to
handle possible disasters which
could befall the organization?

The product of carrying out all
of the steps described in the frame-
work should provide the nucleus
of information needed for prepar-
ing a strategic plan for the organi-
zation. This should be a brief
document for distribution to op-
eration managers designed to fos-
ter teamwork and common pur-
pose. The strategic plan will pro-
vide guidance and serve to focus
operational planning on achieving
results that are consistent with the
mission and strategic objectives of
the organization,

How an Organization goes About
Defining its Mission

To be effective, an organiza-
tion must focus on why it exits
today and why it should continue
to exist in the future. It is impor-
tant for all members to be aware of
the organization’s mission or pur-
pose and their contribution to its
achievement,

Most often a mission statement
is established by the senior man-
agement group meeting periodi-
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cally ‘in retreat’. The group needs
to get away from day-to-day op-
erational distractions and meet for
short periods of a day or two over
a period of several months to ar-
rive at a mission statement. How-
ever, because this is not practical
for most organizations including
tax administrations, many choose
to have only one or two sessions of
up to a week for the mission exer-
cise.

Some organizations begin the
mission exercise by defining a series
of vision statements. These state-
ments, proposed by members of
the group, are brief phrases de-
scribing some of the ideal attrib-
utes or characteristics of the or-
ganization in the future. If this
approach is followed, it is useful at
this stage to discuss some of the
main environmental factors likely
to affect the organization in the
future. The group then revisits the
task of defining mission by focus-
ing on what kind of organization
will be needed to create the future
envisioned.

To support the mission exer-
cise, a facilitator is needed to guide
the group and a scribe is needed to
document decisions. The facilita-
tor’s role is to escort the group
through each step of the task at
hand, to bounce ideas around and
enlist the contribution of all par-
ticipants. Facilitating the group,
however, should not be confused
with the leadership role.

Most often the head of the
organization should not be the group
| facilitator. By allowing the facili-
tator to handle the mechanics of
the meeting, the organization’s chief
executive officer remains free to
concentrate on content rather than
on the process and to intervene
only when he or she feels it is
important to exercise leadership.
Usually the chief executive officer
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can make a better contribution by
standing back and listening to the
views of others rather than domi-
nating the meeting.In addition to
gaining new insight by listening to
the ideas generated by participants,
the chief executive officer can also
gain a better appreciation of the in-
fluence of corporate culture.

Elements of the Mission State-
ment

The mission statement must, as
a minimum, include a section on
the purpose of the organization.
Many mission statements advance
beyond this and have a section on
corporate beliefs and values. These
are management principles or poli-
cies governing ethical conduct and
demonstrate the integrity of the
organization.

A third element that some or-
ganizations include is a description
of how the mission is to be accom-
plished. Addressing ‘how’ might
encompass some elements of cor-
porate values and some elements of
a strategy or action plan. It is risky,
however, to be too definitive be-
cause flexibility can be diminished
if too narrow a description of how
the mission will be accomplished
is made.

Unless the organization is will-
ing to frequently change its mis-
sion statement, a process that is
often time consuming, the organi-
zation should leave any allusion to
how the mission will be accom-
plished to a later phase of the stra-
tegic planning process - the stage
of establishing strategic objectives.

Why Environmental Scanning is
so Important to Effective Strate-
gic Planning

Environmental scanning is one
of the most important components

of the strategic planning process.
A flexible organization is one that
is able to adapt its plans in the light
of significant events. To accom-
plish this, the organization should
periodically monitor internal and
external developments which may
have major implications. Envi-
ronmental scanning involves
monitoring and analysing eco-
nomic, demographic, social, po-
litical, technological and other
trends which could have a positive
or negative impact on the future of
the organization.

Environmental analysis might
also include identifying key con-
cerns and considering alternative
scenarios for meeting challenges,
identifying opportunities and
threats. It should also involve
carrying out a situational audit to
assess issues, the organization’s
strengths, weaknesses and corpo-
rate values.

In addition to reviewing vari-
ous publications and analyzing
quantitative information, consul-
tation and communication are
needed to identify the concerns of
users such as clients, special inter-
est groups and, in the case of tax
administration, groups of taxpay-
ers, tax practitioners, employees,
central agencies and other tax
administrations.

How Strategic Objectives, Strate-
gies and Initiatives are Devel-
oped

Strategic objectives, strategic
and initiatives - these form the
main body of the strategic plan,
the actions that are required to take
the organization from where it is
now to where it wants to be in the
future.

In some organizations the
management team may proceed
from developing the mission state-
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ment to identifying the key action
areas for making changes. In other
organizations a staff group may
propose such areas to the manage-
ment team based on research and
consultation across the organiza-
tion and with clients. For each area
identified, a statement is usually
produced identifying either in a gen-
eral way the strategic direction of
the changes to be made or, more
concretely, the strategic objectives
to be achieved.

In some organizations, as has
been the case in Revenue Canada
Taxation, task forces with wide
internal representation are then
established. = Working independ-
ently, yet meeting periodically to
ensure a coordinated effort, these
task forces together form the or-
ganization’s strategic directions
development team. This team is
responsible for producing a strat-
egy or action plan for achieving
results related to each action area,
general strategic direction or more
definitive strategic objective.

Alternatively, the development
team may be a particular head of-
fice unit or external consultants
hired expressly for the purpose.
Involving people with different
operational backgrounds will gen-
erate new ideas, prevent the crea-
tion of overlapping or conflicting
strategies and ensure a commonal-
ity of purpose during the implem-
entation phase.

For government establishments,
particularly those with a policy or
regulatory mandate, the develop-
ment team may start from the point
of having action areas or strategic
directions to further investigate.
Private sector enterprises and gov-
emment institutions with operational
responsibilities are usually able to
be more definitive and would pre-
pare specific corporate objectives
before charging the team with the

responsibility of developing strate-
gies or action plans. For the opera-
tional arm of their organization,
these types of organizations often
have strategic business plans in-
stead of, or in addition to, a more
general strategic plan.

Each of the strategies which
the development team generates
would most often include a list of
specific iniciatives or projects and,
for each of these, a series of steps to
be carried out, the time frame for
their accomplishment and a list of
who will be responsible for carry-
ing out each step.

The more detailed the action
plans, the greater the difficulty in
keeping the strategic plan up to
date. For this reason many organi-
zations choose to keep the action
plans quite general and leave the
specifics for inclusion as part of
operational planning.

Issues and Crisis Management

Contingency planning is car-
ried out as part of the typical stra-
tegic planning process. Contin-
gency planning means being pre-
pared for dealing with emergency
situations such as, for example, a
strike by employees, a major com-
puter system outage or a taxpayer
revolt. To remain viable, the con-
tingency plan must be regularly
updated based on data from ongo-
ing environmental analysis. The
advantage of contingency planning
is that it positions the organization
to better handle crises by having
plans on the shelf for dealing with
disasters if and when they materi-
alize.

For an organization to be effec-
tive it must be capable of mobiliz-
ing financial and human resources
when needed. To ensure a response
capability, a crisis management plan
should be put in place identifying
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who should be called upon in
emergency situations. There should
be a team or numerous teams for
different types of crises identified
in advance. In addition here should
be a credible spokesperson to deal
with the media. Mechanisms should
be set in place to identify potential
crises at an early stage so that pre-
ventative measures can be taken or
damage control exercised if the
crisis has already erupted.

What can Go Wrong in Car-
rying Out Strategic Planning

Many theorists today believe
that strategic planning is difficult
to implement successfully for a
number of compelling reasons.

- Because it is so difficult to
determine which environ-
mental changes today are
likely to have the greatest
impact on the organization
of tomorrow, a certainamount
of environmental myopia is
inevitable.

Undoubtedly many organiza-
tions will find that the factors which
have the greatest impact may have
been entirely omitted from envi-
ronmental scanning because of a
failure, at the crucial early stages,
to recognize any significance.

Ten years ago which organiza-
tion would have had the foresight
to consider the potential impact of
AIDS? Two years ago could one
have foreseen the demise of com-
munism in Eastern Europe? Less
than a year ago would one have
believed that the United Nations
could be successfully to form a
coalition against aggression?

What are the important factors
that are currently being overlooked?
Religious revivalism? Bio-tech-
nology? Privatization? Women in
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Leadership? Hindsight shows that
it is often something currently on
the fringe which revolutionizes daily
life.

- The concept of strategic plan-
ning is alien to the typical
line employee.

Because of this, it is difficult
to—ensure-employee -allegiance to
any strategic plan. Changes to
corporate culture and communica-
tions structures are major hurdles
to be overcome to bring employees
on side.

- The use of technical tools when
undertaking an environ-
mental scan produces a sta-
tistical overload for many
members of the organization.

Some may not understand the
tools of environmental scanning or
the information produced. Others
may find it takes too much effort to
interpret the data. The use of quan-
titative analysis, forecasting, mod-
elling and statistical indicators is
usually expensive and complicates
the process. The tuns many people
off strategic planning, particularly
if predictions later fail to mirror
reality, as is often the case.

- Intra-organizational hurdless
abound.

There are barriers created by
vertical and horizontal integration.
There are rivalries between divi-
sions and pockets of resistance at
all levels where commitment is
almost unattainable.

Finding an Alternative
Many organizations have turned

to strategic competitive thinking
and processes as a replacement for

comprehensive strategic planning.
These enterprises adopt a mind-set
aimed at helping them arrive at a
sustainable competitive advantage.
They try to think competitively even
if a monopoly situation exists be-
cause they know full that competi-
tion breeds excellence.

For a tax administration this
may mean thinking about what
services the tax administration can
provide better than tax practitio-
ners in the private sector or how the
tax administration can outperform
other tax administrations elsewhere
in the world.

Must organizations today do
not have a large strategic planning
division. Instead they have:

- reduced corporate strategic
planning divisions to only a
small staff unit which does not
follow systematic processes that
are tooacademic and ivory tower
but rather keeps in touch and
assists managers to think stra-
tegically;

- made strategic thinking the job
of line managers and made sure
these managers know the or-
ganization in and out and
understand its strengths and
weaknesses;

- substituted elaborate guidelines
with simpler ones which facili-
tate rather than impose limita-
tions;

- encouraged multidirectional
internal communications and
frequent interaction throughout
the organization through meet-
ings, electronic mail, telephone
and other media;

- made sure all participants un-
derstand and have the opportu-
nity to live the mission of the
organization.

The corporate stance being
followed today is to replace contin-
gency planning with issues analy-

sis. Consequently many organiza-
tions do not undertake complex,
all encompassing trend analysis
and expensive contingency plans
covering any potential crisis or
disaster which might befall the
organization.

Only those issues with both a
high probability of occurrence, a
high probable impact on the or-
ganization and a short time fuse
are analyzed in detail.

The potential outcomes of ex-
isting issues are studied instead of
analyzing all potential issues.
Rather than developing a policy
position which is put on the shelf,
operational decisions are made on
what to do in particular situations.

Strategic planning is a top
management responsibility

However, to build allegiance
to the plan across the organization,
it is important to communicate
the plan widely and involve as
many line managers as possible
at an early stage. Participation
helps build more meaningful plans.
People develop a sense of owner-
ship to the plan and feel they have
a stake in its success.

Strategic planning is not a
panacea. Even with a compre-
hensive strategic plan in place,
unforseen events will occur but
the organization will be in a
better position to cope than in
the absence of strategic plan-
ning.

Bi-products of the strategic
planning process are managers who
are always looking ahead and an-
ticipating change. Even the most
careful plan will not mirror reality,
but because a process has been set
in place, the organization is better
able to move forward as a unified
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corporate entity and better able to
adapt to changing conditions.

Strategic Planning in Practice

Strategic Planning at Revenue
Canada, Taxation

The experience of the Cana-
dian federal income tax admini-
stration in following a strategic
approach to planning, particularly
over the last two years, is described
in this section of the paper.

Revenue Canada, Taxation is
seeking to create a future empha-
sizing excellence in service. In the
Department’s view, the ideal tax
system is one where people are
assured of prompt contact with the
tax administration, whether it is to
obtain information or to honour
their tax obligations. In such a
system, all obligations are under-
stood and honoured, all entitlements
are received and all taxpayers have
confidence in the capability and
integrity of the tax administration.

While the Department may never
be able to fully achieve the ideal,
the intention is to move much closer
towards it over the next decade. In
Revenue Canada Taxation’s vision
for the Canadian income tax sys-
tem of tomorrow, taxpayers and
other audiences will be considered
as clients. Revenue Canada, Taxa-
tion is using strategic planning as
an important tool for realizing a
better future,

The Corporate Development Ini-
tiative

The first steps towards a major
change in direction at Revenue
Canada, Taxation were taken in
January 1989, when the Depart-
| ment formally began a strategic
exercise which later came to be
known as Phase I of the Corporate

Development Initiative. The Cor-
porate Development Initiative rep-
resents a major effort towards real-
izing the hope of building Revenue
Canada, Taxation into an organiza-
tion which is more flexible, re-
sponsive and innovative.

Unlike many strategic planning
exercises which begin by involv-
ing only the senior management
team, to engage greater interest in
the project, the Department sought
to involve a wide audience right
from the outset. Revenue Canada,
Taxation accomplished this by
holding a National Directors’
Conference at which all directors
from across the Department were
invited to participate.

At the conference, participants
were divided info discussion groups.
Each group was asked to examine
the external and internal environ-
ment and to identify areas for con-
crete action so that the Department’s
effectiveness as an organization
could be improved.

Following the conference, six
task forces were established. Each
was asked to further study one of
the six topics which were identi-
fied by the conference discussion
groups as most important to the
future of the Department. The topics
suggested for indepth review were:
- mission and corporate values;
- participative management,

- management development;

- employee and management
resourcing;

- taxation centre work environ-
ment; and

- external communications.

The six task forces involved as
team members, employees from all
ranks of the Department and they
consulted widely with people both
within and outside the organiza-
tion. The teams carried out their
assignments over the course of the
next year and their reports were
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examined by discussion groups at
the January 1990 National Direc-
tors’ Conference. Progress to date
has been very encouraging. Five
reports were generated and over
100 recommendations were made,
the majority of which are already
being implemented.

The Department continued with
Phase II of the Corporate Develop-
ment Initiative in 1990 and early
1991 by examining other impor-
tant strategic issues:

- internal communications;
- program delivery; and
- organizational effectiveness.

The recommendations emanat-
ing from these tax forces will be
dealt with over the course of 1991.

The process of making changes
in the way the Department oper-
ates has only just begun but a care-
fully developed philosophy exists
underlying the nature of the modi-
fications to be made. There are
three basic cornerstones to the types
of changes needed if Revenue
Canada, Taxation is to be effective
as an organization:

individual

cultural structural

Phase 1 of the Corporate De-
velopment Initiative mainly, but
not exclusively, addressed the first
two types of change through both
the topics selected and the basic
approach followed - by involving a
large number of people in the exer-
cise. Phase II is chiefly concerned
with making structural modifica-
tions. To successfully introduce
change, it is important to first,
motivate people by trying to meet
their needs as individuals and sec-
ond, seeking to eliminate their
resistance by creating a trusting
climate. Failure to accomplish this
will result in a weak foundation for
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making the structural transforma-
tions envisioned for the organiza-
tion.

Defining the Mission of Reve-
nue Canada, Taxation

There are many elements of
the Revenue Canada, Taxation Cor-
porate Development Initiative ap-
proach that differ significantly from
the way other organizations might
carry out such an exercise. One
major difference is the manner in
which preparing a Revenue Can-
ada, Taxation mission statement
was addressed. The Department
chose to carry out the mission
exercise in parallel with other
Corporate Development Initiatives
rather than in advance of them and
a decision was made to involve the
entire organization in the mission
exercise.In carrying out its assign-
ment to develop a draft mission
statement, the mission and corpo-
rate values task force initially
solicited the input of all managers
and later continued to seek their
comments at each stage as new
draft mission statements were put
forward. Even after senior man-
agement finally agreed on a ver-
sion incorporating the views of the
entire management team, the exer-
cise was not complete, The draft
mission statement was then de-
ployed to the field so that the entire
work force of more than 20,000
Revenue Canada, Taxation employ-
ees would have an opportunity to
comment on it before finalization.
The Department is still in the midst
of carrying out this development
strategy.

Developing a mission statement
is not a simple exercise. Its main
purpose is to focus everyone in the
tax administration on a common
purpose and help all members of
the organization work together as a
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team. The exercise is fraught with
the potential to be divisive rather
than constructive if improperly
handled.

For a tax administration, the
definition selected for the or-
ganization’s mission can have
important ramifications for the
objectives to be pursued.

Some tax administrations will
define their role as being reactive
while others will assume a more
proactive stance.

Fundamental questions will need
to be addressed. Does the tax
administration limit itself to taxcol-
lection activities or does it have a
role to play in tax policy formula-
tion or in delivering social and
economic benefits? As an enforce-
ment agency, how does the organi-
zation balance firmness with fair-
ness inadministering the law? Based
on agreed policies and operating
principles, what is the tax admini-
stration’s relationship with its clients
and its employees?

In developing Revenue Can-
ada, Taxation’s mission statement,
a great deal of controversy was
experienced surrounding what is
an appropriate balance between
service and enforcement activities.
Some believe, however, that a tax
administration does not have to
choose between the two. It is a
widely held view that all program
delivery activities are service re-
lated. For example, by carrying out
enforcement activities, the tax
administration indirectly provides
service to the majority of honest
taxpayers who honour their tax
obligations.  Enforcement activi-
ties play a major role in protecting
the integrity of the self-assessment
systems.

Some may argue that a mission
statement is not necessary. This

may true. Revenue Canada, Taxa-
tion has survived without one to
date, relying instead on a legal
mandate statement and a program
objective which outline responsi-
bilities in relation to administra-
tion of the Income Tax Act and
other legislation. The Department
has been further guided by an op-
erational planning framework which
describes the major planning areas
and activities in which it is en-
gaged.

The problem with using these
statements to guide planning is
that they are past rather than future
oriented. They reflect what is being
done rather than where the organi-
zation wants to proceed. There is
the risk for any organization rely-
ing on these statements that it may
find its future turning out to be an
extension of the past rather than a
departure from operating in the
traditional way. Any study of fu-
ture activities which begins with-
out reference to a mission state-
ment runs the risk of starting with
a false premise. Planning the fu-
ture should not start by analyzing
the potential for change within ex-
isting programs but rather the ra-
tionale for even having such pro-
grams,

Another major problem is that
members of the organization, in-
planning future activities based on
program objectives, will focus on
achieving the key operational ob-
jectives which fall within their area
of responsibility and ignore the
others,

Some areas of the organization
may be viewed as competitors
instead of members of the same
team,

For example, if audit sees its -
objective as carrying out as many
audits as possible without viewing
their role within the broader con-
text of achieving compliance, the
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result may be a greater number of
appeals. In truth, a mission state-
ment is not absolutely necessary
but its absence will result in re-
stricted options for the future and
less constructive interaction among
divisions.

The Corporate Plan

Now that the Corporate Devel-
opment Initiative, Phases I an II are
progressing well, Revenue Canada,
Taxation is creating a corporate
strategic plan which will bring
together plans for the future under
one comprehensive umbrella. Al-
though operational plans will not
form part of the corporate plan, the
intention is that they will be guided
by it and linked together with the
common purpose of achieving the
Department’s mission.

A strategic planning commit-
tee, supported by a small staff group,
is well advanced towards produc-
ing a corporate plan encompassing
broad strategic directions for the
Department. The staff unit pres-
ents environmental scanning infor-
mation to the committee during
different phases of the process and
writes major parts of the plan to
reflect the deliberations of the
committee.

In preparing the corporate plan
for Revenue Canada, Taxation,
it has been found that the stra-
tegic planning process itself is
more important than the prod-
uct.

Senior managers have been
involved in its preparation and their
commitment is crucial to its suc-
cess. The intention is for the plan
to be sufficiently flexible so that it
can be easily revised as environ-
mental information indicates a need
for altering course.

The key to any corporate plan’s
success is to keep it brief and
general in nature to avoid the
need for constant updating.

In the case of Revenue Canada,
Taxation’s corporate plan, detail
on specific initiatives are to be left
to operational planning. Such in-
formation will appear in the De-
partment’s Operational Planning
System, in documents such as the
Multi-Year Operational Plan
(MYOP), the Human Resource Plan
(MYHRP), the Communications
Plan and the Information Manage-
ment Plan (IMP).

The mission statement and
corporate values embodied within
the corporate plan are meant to
provide the necessary focus. Stra-
tegic directions, of which the
Department foresees less than ten,
are in the process of being deter-
mined and will derive from the
strategic planning committee’s
reading of environmental changes
most likely to affect the future.

Although the strategic direc-
tions for Revenue Canada, Taxa-
tion are still in the process of being
developed, some major themes are
already emerging. These include
the Department’s commitment to
being responsive to clients through
improved accessibility and timeli-
ness, the need for simplification of
the administrative process balanced
with the requirement for faimess,
the continuing aim to enhance
productivity and the Department’s
role in serving as an instrument for
achieving government policy.

How a Tax Administration
Carries Out Environmental
Scanning

Ongoing or periodic eaviron-
mental scannig is important to the
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strategic planning process. In
addition to monitoring publications
and analyzing quantitative infor-
mation, consulting with taxpayers
is an important way of tracking the
environment. It is also a good way
of obtaining feedback on how well
the tax administration is meeting
the needs of its clients. In tax
administration, as in any success-
ful enterprise, it is vital to listen to
customers.

With this in mind, Revenue
Canada, Taxation has established
a number of consultative commit-
tees representing the key publics.
For example, there is the Minis-
ter’s Advisory Committee on Tax
Administration (MACTA), estab-
lished to bring to the Minister’s
and the Department’s attention, the
concerns of business and other
groups represented on the commit-
tee. The Department also has sepa-
rate committees for certain groups
such as small business and the
disabled and a committee repre-
senting senior citizens is currently
being formed.

Minister’s mail is an important
gauge of public attitudes as to the
fairness of tax programs.

By carefully analyzing mail to
the Minister and Deputy Min-
ister, Revenue Canada, Taxa-
tion has become better able to
assess the major concerns of
taxpayers.

Public opinion research has also
been employed the Department to
provide feedback information for
improving programs.  Revenue
Canada, Taxation conducts infor-
mal surveys as well.

For example, the Department
monitors proceedings of the House
of Commons and maintains a par-
liamentary liaison capability to keep
abreast of political developments
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with potential implications. In
addition client rating cards are
available at district offices and other
locations to be used by taxpayers
and other clients to provide feed-
back on the services provided.

Telephone and mail-out surveys
as well as face-to-face individual
and focus group interviews of the
general public or tax practitioners
have yielded very useful informa-
tion. For example, the Department
has learned more about the level of
taxpayer and other client satisfac-
tion or dissatisfaction with particu-
lar services and new services that
should be provided in the future.

At Revenue Canada, Taxation,
district offices are equipped with
modern telecommunications equip-
ment which monitors the number
of incoming telephone enquiries and
the number of callers in queue
awaiting service. This provides
feedback on both the level of de-
mand for telephone enquiries serv-
ices and how well the Departinent
is able to respond. A recent tele-
phone survey of the public enquir-
ies program involved telephoning
district offices across Canada and
posing representative tax questions
to enquiries officers. Measures were
taken of the accuracy of responses,
courtesy and the level of service
provided.

The following are examples of
useful scanning information that
Revenue Canada, Taxation has been
able to obtain through taxpayer
surveys.

Example L.

During the course of a program
evaluation study of individual and
corporate tax returns carried out in
1988, two mail-out surveys of tax-
payers (1713 responses) and tax
practitioners (207 responses) were
conducted.

Results from the tapayer sur-
vey indicate generally positive atti-
tudes towards auditors: 85% of re-
spondents found auditors to be cour-
teous; 68% rated them as fair and
impartial; 76% described auditors
as knowledgeable; 70% throught
auditors listen carefully to taxpay-
ers. Differences in the response
pattern between those who had and
had not been audited in the past was
marginal.

At the same time, 41% of those
who had been audited were not
satisfied that the audit change was
correct, 55% of middle income
earners felt they were paying more
than their fair share in taxes and
77% of respondents had used an
accounting firm or tax preparation
service to prepare their 1986 re-
turn.

Example 2.

A 1986 attitude survey sampled
1714 adults who were not self-
employed and who had taxable
income in 1985 to determine if
taxpayers are making greater use of
tax professional. Findings include
the fact that, for the first time in
1985, the number of non-self com-
pleters who were not self-employed
and who used others to complete
their return was over 50%, that this
trend continued upward in 1986
(55%) and that 60% of non-self
completers used a tax specialist.

Regarding taxpayer awareness,
the percentage of respondents aware
of their rights fell from 12% in the
1985 survey to 6% in 1986. On the
ohter hand, the 1986 survey also
found that one third of respondents
believe the tax system does not
treat everyone fairly, the level of
criticism increases wast of Quebec
and the number of respondents
indicating that enquiries officers
were easy to understand or able to

provide the necesary information
dropped about 9% from 1985.

Other interesting findings are
that a high percentage of those
sampled believe that tax evasion is
a common practice (38%) and an
even greater number believe that
tax evaders are likely to be caught
(74%). A follow-up survey con-
ducted in June 1987 reported no
major differences from the earlier
study.

Example 3.

To explore issues and concerns
related to tax reform as input to
developing communications strate-
gies for the 1989 filing year, 18
focus group interviews involving
the general public, families/par-
ents, seniors, small business and
tax professionals were conducted
in March 1989.

Complaints were registered by
several of the focus groups on the
speed and accuracy of the informa-
tion provided by enquiries staff.
Tax professionals expressed the
view that the public would find tax
reform less fair and more complex,
particularly automobile expenses,
meal/entertainment expenses, and
capital gains. It would also en-
courage taxpayers to make greater
use of tax professionals. Some
interviews spontaneously indicated
that tax reform may have adverse
effects on compliance.

The Main Environmental Fac-
tors Relevant to a Tax Admini-
stration

The nature of the environment
in which all tax administrations
operate is constantly changing. Tax
administrations today are witness-
ing the emergence of a global econ-
omy characterized by complex
business structures and sophisti-
cated transactions. Technology is
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progressing faster than most had
envisioned and the public is de-
manding that tax administration
systems keep pace with their ex-
pectations.

The emphasis on government
deficit reduction and public pres-
sures to control the size of the public
service will continue to be major
challenges. Other challenges in-
clude the growth in negative tax
attitudes, the underground econ-
omy, the tax gap and increasing
employee expectations for profes-
sional development, career advance-
ment and improved working condi-
tions.

Critical Issues, Trends and Im-
plications

Tumning from the broad per-
spective to a more focused approach,
there are many factors which affect
the administration of the Canadian
Income Tax System. Revenue
Canada, Taxation considers the
major ones to be as follows:

- The nature of the Depart-
ment’s clientale is changing.
The role of tax preparers has
gained greater significance in
recent years and the number
of small business (franchise)
owners is growing. Immigra-
tion from diverse cultures
continues, the population is
greying and people are seek-
ing greater influence in soci-
ety.

Implications:

The Department’s clients have
high expectations that their right
will be respected and that they
will be provided with an effec-
tive means of redress.

Internal migration patterns may
produce greater workloads in
Ontario and British Columbia,

Although Toronto, Montreal
and Vancouver will be the hub
of activity, there may be some
shifts toward smaller popula-
tion centres.

The changing demographics
will require a change in the
location and nature of services
required.

The Department’s clients are
demanding quality products
and services. Excellence is
becoming the standard for
all organizations in the 1990s
including tax administrations.

Implications:

Revenue Canada, Taxation’s

client base is becoming more |

diverse. Some client groups
are highly sophisticated thus
facilitating the Department’s
relationship with them but ris-
ing illiteracy and innumeracy
among other areas of the popu-
lation require a different re-
sponse mechanism,

There is a shift generally to-
wards the service sector from
the manufacturing sector and
this will affect client’s expec-
tations. They seek greater
dialogue and are demanding
more store-front operations,
courteous—treatment, —prompt-
ness and, of course, accuracy.
The general federal public sec-
tor movement toward greater
service and consultation con-
tinues to evolve,

Complexity in tax administra-
tion is not abating. As the
provinces continue to tax
within their own jurisdiction,
the volume and extent of tax
legislation may increase the
demands on the Department
to explain, simplify, desmys-
tify and enhance taxpayer
understanding.
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Implications:

Increased complexity means |
additional workloads across the
Department in areas such as
enquiries, assessing and ap-
peals.

The public’s demand for fair-
ness and a more understand-
able income tax system is cre-
ating pressure for legislative
simplification and clear com-
munications from the Depart-
ment.

There is a move towards a
global financial community
with the head offices of many
multinational corporations
located offshore. Witness the
emergence of major trading
blocs, negotiation of free trade
agreements, international
merges and acquisitions,
Eastern Europe socio-politi-
cal changes.

Implications:

The move from income tax to
consumption based tax systems
across the world is a response
consistent with the movement
for freer trade world-wide.
Tax administration auditors are
experiencing increasingly so-
phisticated dealings with farge
multinationals and demands are
being felt for greater interna-
tional cooperation,

In growing numbers, Cana-
dians are demanding a tax
administration demonstrat-
ing integrity and an income

- tax system that is beyond re-

proach, where all Canadians
honour their tax obligations
and pay their fair share.

Implications:

New Canadians have varying
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perceptions of the income tax
system and their attitudes will
be shaped by the extent to which
they believe they are being
treated fairly. The Department’s
participation in the community
as a good corporate citizen, its
commitment to protecting the
environment and its ethical
conduct all contribute to se-
curing the trust and coopera-
tion of the Canadian public.

- The role of technology in so-
ciety and in tax administra-
tion continues to grow at an
exponential rate. Advances
are being made in artificial
intelligence, electronic imag-
ing, parallel processing,
robotics, natural language
processing, facsimile ma-
chines, cellular phones, local
area networks (LANs).

Implications:

Technology represents both an
opportunity and a challenge for
the Department - an opportu-
nity to improve service and
productivity and a challenge
because it creates expectations
for greater speed and improved
accuracy.  Technology will
provide the means to re-con-
figure workloads in many dif-
ferent ways. To keep pace
there will be a continuing need
to upgrade the skills of the
workforce.

Society is rapidly becoming
paperless. Electronic filing will
mean faster, more accurate
service but security problems
will need to be overcome. The
move towards a cashless soci-
ety is accelerating. Debit cards
will positively affect collec-
tions, accounts receivable and
source deductions.
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The composition of Revenue
Canada, Taxation’s workforce
is changing. Consider flex-
ible working hours, more
women in management posi-
tions, widespread facility with
personal computers.

Implications:

The traditional management
values are being challenged by
the workforce. Employees are
demanding greater autonomy,
empowerment, more enriching
jobs and rewarding careers.

In recent years both federal
and provincial governments
have used the income tax sys-
tem as a public policy instru-
ment for delivering govern-
ment services outside the
traditional scope of tax ad-
ministration. This trend may
well continue.

Implications:

The traditional role of the
Department in being reactive
vis-a-vis the Department of
Finance, other federal govern-
ment departments and agencies
and other levels of government
may come under considerable
pressure. Government policies
have the potential for enormous
impact on the tax system and
the Department’s involvement
may need to become more proac-
tive.

Fiscal restraint remains a
policy of government. Con-
tinued pressure on public
sector resources will restrict
the options in seeking far
reaching, costly changes in
operations.

Implications:

New programs for the Depart-
ment to administer create new
workloads often without addi-
tional resources being provided.
It will require innovative solu-
tions to accomplish more with
the same or less.

The need for productivity gains
through technological innova-
tion and streamlining proce-
dures will continue and man-
agers will be challenged to find
creative ways of doing more
with less.

These are just a few of the en-
vironmental trends affecting the
Canadian federal tax admini-
stration.

Specific Benefits for a Tax Ad-
ministration in Carrying Out
Strategic Planning

Even without a comprehensive
corporate strategic plan, environ-
mental scanning alone will permit
a tax administration to make im-
provements in the way it operates.
At Revenue Canada, Taxation,
based on information related to
taxpayer satisfaction with the level
of service, the Department has
sought to put in place new and
expanded services.

There are some key examples:

Revenue Canada, Taxation has
created a network of storefront op-
erations located at shopping centres
and other sites convenient to tax-
payers. In 1989, Seasonal Tax
Assistance Centresor STACs were
established at 130 sites to make
the Department accessible to tax-
payers in remote areas.

The Department increased the
number of community volunteers
helping people to complete their
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returns. In 1989, the Community
Volunteer Program experienced a
30% increase to 90,000 people
helped and a 72% increase to 6,000
in the number of volunteers trained
by the Department. In 1990, the
number of volunteers jumped a
further 19% to 7,180.

Revenue Canada, Taxation also
provides an advanced rulling serv-
ice. In 1990, Departmental staff
provided over 2,700 written rul-
ings and opinions to the public and
over 20,000 verbal technical inter-
pretations of the Income Tax Act to
tax practitioners and other mem-
bers of the public.

Last year, the Department of-
fered extended hours of telephone
service. Students were hired to
provide telephone service between
the hours of 5:00 p.m. and 9:00
p.m. Mondays through Thursdays
during the peak filing period. A
toll-free telephone line was set up
for people who have vision or
mobility impairments and wish to
know what services are available to
them.

to Successful Strategic Plan-

I Other Elements Contributing
ning

Management Information Sys-
tems

A management information sys-
tem is required by a tax administra-
tion mainly to feed back operating
information in a form suitable for
senior management decision mak-
ing. It is important to know when
operational problems are occurring
so that corrective action can be
taken. A management information
system, however, can also provide
environmental scanning informa-
tion useful for strategic planning.

At Revenue Canada, Taxation,
management information systems

are used extensively. The main
components are a time/production
system (o measure productivity; a
personnel management system; an
expenditure reporting system; a
resource management system; and
functional reporting systems.
The Department is also cur-
rently developing an Executive In-
formation System which will serve
the information needs of the high-
est levels of management by elec-
tronically reporting on critical
performance indicators.

The Contribution of Program
Evaluation, Internal Audit and
Monitoring Activities

Another important mechanism
is the contribution of program moni-
toring, internal audit and program
evaluation which, although sepa-
rate tools, are highly interrelated.

Their main purpose is to pro-
vide feedback for operational plan-
ning purposes but findings of a
strategic nature often result as well.
In fact it may be advantageous to
include, in the terms of reference
of these studies when they are being
planned, a search for strategic in-
formation.

Establishing linkages between
the planning and implementation
phases of the management process
is needed to ensure that mistakes
are discovered and not repeated in
the future. Program monitoring
will assist in this task by tracking
performance on an ongoing basis
during implementation to correct
potential problems early on before
they become magnified.

One form of monitoring car-
ried out at Revenue Canada, Taxa-
tion is Program Review. This en-
tails presentations at the Senior
Management Committee, reporting
on the recent performance of dif-
ferent taxation programs.
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It is important to have a system
for providing feedback at the con-
clusion or at critical phases of a
project. Management tools such as
internal audit and program evalu-
ation can fill this need. The role of
internal audit is to assess the health
of the management systems in place
throughout the organization by de-
termining the effectiveness of these
systems. Program evaluation con-
centrates on measuring effective-
ness by probing into the rationale
for a program and the results
achieved, both intended and unin-
tended. The results of the evalu-
ations carried out are then feed-
back into the planning process to
improve programs.

Instruments used during the
course of a program evaluation in-
clude surveys; file reviews to de-
termine the reasons behind the prob-
lems being experienced, focus group
interviews involving groups of
knowledgeable employees, taxpay-
ers or tax practitioners; statistical
analysis; and case studies.

External Checks and Balances

Another way of obtaining feed-
back is through external checks
and balances. In Canada, the fed-
eral government has an Office of
the Auditor General with a man-
date to examine the efficiency and
effectiveness of federal public sector
operations.

Every year the Auditor Gen-
eral examine certain programs in
Revenue Canada, Taxation and
makes a report to the Government
of Canada.

The Department has tended to
view the Auditor General’s audits
as an opportunity for validating
strategies and making improve-
ments to existing programs based
on an independent and objective
review.
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Building for the Future

Although the corporate strategic
plan at Revenue Canada, Taxation is
still in its early stages, much has
already been accomplished. Through
the efforts of task forces involved in
the Corporate Development Initia-
tive and by adjustments brought about
by analyzing the implications of en-
vironmental scanning information,
some very positive changes have
occurred.

More fransformations are ex-
pected in all three areas forming
the cornerstones of the Depart-
mental change process - individ-
ual, cultural and structural.

Changes Related to the Individual
within the Organization

Because a capable and commit-
ted workforce is a critical require-
ment to being an effective organiza-
tion, all employees of a tax admini-
stration can positively influence
public compliance with tax laws. At
Revenue Canada, Taxation, perhaps
as is the case in all tax administra-
tions, people represent an important
strength. Consequently, the Depart-
ment is undertaking significant new
initiatives to strengthen human re-
source management.

For example, to ensure an ade-
quate supply of trained and capable
managers for the Revenue Canada,
Taxation of tomorrow, a Manage-
ment Development Program has been
initiated whereby candidates identi-
fied with leadership potential are
selected for developmental assign-
ments.

The Department will need these
people as capable managers in the|
next decade as the organization be-
comes more streamlined, responsive
and innovative,
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Changes Related to Corporate
Culture

There is always a better way
of doing things and to have as
many employees as possible
searching for ways to improve
operations, a participative style
of management is being introduced
at Revenue Canada, Taxation.
Under participative management,
employees are encouraged to come
forward with ideas and are dele-
gated authority to make more
independent decisions. Along with
this new found trust, however,
comes accountability for actions
taken by the empowered employee.

One example of this is the
process for developing a mission
statement. The Department is pro-
viding every one of its employees
with an opportunity to discuss
and contribute to the mission state-
ment.

Changes Related to Organiza-
tional Structure

It is envisioned that, in the
longer run, the organization will
have fewer hierarchical levels. As
tax administrations move further
into the information age, techno-
logical innovation will permit more
interaction among peers connected
to each other and the mainframe
using personal computers. This
will mean a need for fewer levels
of supervision and fewer supervi-
sors at each level,

There will be more cross-fer-
tilization of ideas and this should
promote improved, less expen-
sive ways of operating. As Reve-
nue Canada, Taxation plans for
today, the Department must not
lose sight of the longer run.

A Vision: Excellence in Tax
Administration

Taxes have made possible the
modern society enjoyed in Canada
today with its many universal and
targeted social and economic bene-
fits - the transportation infrastruc-
ture, public utilities, the educa-
tional and health care systems,
national security and public law
enforcement, cultural programs ...
The Canadian federal tax system
can be used as a social tool provid-
ing a safety net for those needing
assistance.

It can be used to redistribute
wealth in order to help lower in-
come families, the elderly, stu-
dents, persons with disabilities,
charities ...

There is a vision for Revenue
Canada, Taxation. In the next dec-
ade, the Department, as an organi-
zation, will become more partici-
pative and open to employee risk-
taking and innovation. The De-
partment will form partnerships
with clients and listen to their sug-
gestions.

Revenue Canada, Taxation
intends to forge a more service-
oriented, responsive and accessible
tax administration. With the ac-
tive participation of clients and
employees that vision will be real-
ized.

Translating the Department’s
vision into reality begins with the
establishment of broad strategic
directions followed by the devel-
opment of concrete objectives and
action plans. Revenue Canada,
Taxation has only just begun this
process yet enthusiasm for its suc-
cess is high. For the people the
Department employs, establishing
strategic directions will provide
guidance and focus their creative
potential. For the people the De-
partment serves, it will demon-
strat¢ a commitment to create a
better future for tax administration
in Cannada.
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