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* What is an MTRS approach to tax system reform?

* Where did the concept originate?

* How is an MTRS different to many current
approaches to revenue reform?
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And what problems is it designed to overcome? 


The MTRS approach to tax system reform
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Four Interdependent Components of MTRS

1. Broad consensus on level of revenue mobilization effort for
medium-term with due consideration to other objectives

2. Comprehensive tax system reform plan, reflecting country

circumstances and state of institutional capacity and efforts
underway:

v'Redesign of tax policy setting to meet the revenue goal

v'Reform of revenue agencies to properly administer policy setting

and achieve high level taxpayers’ compliance to meet revenue
goal

v'Strengthen legal framework to enable policy redesign and
administration reform, including by balancing revenue agencies’
powers and taxpayers’ rights




Four Interdependent Components of MTRS

3. Country’s commitment to steady and sustained
implementation (Government-led), notably by securing
good governance, political support (whole-of-
government) and resourcing

4. Secured financing, including coordinated and aligned
support by donors and technical assistance providers
behind the country’s MTRS




Where did the MTRS concept originate?
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The idea of the MTRS was put forward by the Platform for Collaboration on Tax – which comprises the IMF, OECD, UN and World Bank working together. 

In mid-2016, the MTRS idea was put forward in a report to the G20 on making support for developing countries more effective—following on from the Addis Ababa agenda for financing the achievement of the Sustainable Development Goals. That report identified key problems that in many places, have prevented progress in building enduring tax capacity. These included lack of sustained and wide-based political commitment to reform—particularly to institutional reforms that entail both tough choices and extended time for implementation; siloed plans that looked at policy, legal and administrative aspects separately; and uncoordinated support from outside that was not well aligned across an organized, broad plan. And this idea was fleshed out a good deal more in the Platform’s follow up report to the G20, this past summer. It has also been discussed with many donors. But the key factor for success is the engagement of the countries themselves


Background

SDGs/ATI/G20 dialogue —opportunity to reinforce medium
term DRM efforts

DRM high priority - bringing context/momentum to
nurture political will

e Broad perspective of dialogue:
—broaden approach to tax systems
—involve/reach out multiple stakeholders
e Some good experiences to learn and build upon
e Start with few cases
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Why now?
Many countries are currently aiming to intensify their revenue mobilization efforts and tax system reforms. In some
cases, reform efforts have been erratic and not sustained: in others, progress has been slow because of the
inherent difficulty and/or lack of a comprehensive strategic approach. An MTRS is an opportunity to break with a
focus on short term measures and commit to a more comprehensive reform of the tax system.
There is increasing recognition of the importance of improving the quality of tax systems…notably in the context of
achieving the Sustainable Development Goals.
…and increasing interest among donors in providing support. Donors participating in the Addis Tax Initiative have
committed to double their resources devoted to support in the tax area by 2020.



Why MTRS is needed?

Clearer picture of likely tax revenues and increased certainty
for taxpayers over the medium term

Building tax capacity is a protracted/persistent effort

Legal framework requires timely change to support policy/
administration changes

Low capacity environments benefit from medium term vision
— helps guide support

— helps cope with instabilities/ uncertainties (e.g. political)

Enhances coordination among donors/partners to avoid
fragmentation
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Why an MTRS is needed?
A medium-term and comprehensive approach to reform the tax system’s components is beneficial because:
 A medium-term tax policy enables governments to have a clearer picture of their likely revenues over a
meaningful planning period, and taxpayers to have more certainty on how they will be treated and what the
tax implications of their investment and other decisions will be.
 Tax priorities are too often driven by short-term considerations. Commitment to reforms over the mediumterm
can help prioritize intermediate objectives, such as increasing the number of high value taxpayers.
 Institution building in tax administration is complex and needs sustained effort over several years.
 The legal framework requires timely change to support evolving policy and administration.
 Successful reform requires continued commitment and trust among a wide range of stakeholders.

Is there international experience illustrating the value of implementing an MTRS?
Developed and some emerging market countries have shown what can be achieved with more systematic
approaches to tax system reforms. Tax policy changes are part of medium-term budget frameworks and are based
on policy objectives, legal support and in coordination with tax administrations; tax administrations guide their
modernizations through strategic planning and reform. In these countries, policy design and management
capacity are more robust and, critically, resources are allocated to the reform effort. There are also some good
examples of developing countries that have succeeded in implementing medium-term reforms by tailoring good
managerial practices to their realities.


How is the MTRS different to current revenue reform

approaches?
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How is the MTRS different?

e Direct link to and driven by country spending needs

* Involvement of ‘whole of government’ and civil society
to ensure revenue is a strategic priority

e Comprehensive approach ensures synergy and
sustainability

e Better sequencing and integration of all revenue reforms
(policy, legal, and administration)

 Visible country commitment allows for increased
accountability

e Partner/donor support to be aligned under the MTRS
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It requires whole-of-government buy-in and support, but it must go further. It relies on broad social and political commitment to tax system reform. An MTRS should be a public, transparent, plan.

No one size fits all! 

The overarching goal is to create a country-owned vision that can help to overcome well-known problems in the political economy of tax system reform. Experience points to the fact that erratic, inconsistent efforts at change frequently result in no change at all—or in ill-advised changes, or in very short-lived successes.

For some countries, it is an opportunity to re-engage with the donor community with a refreshed agenda. 

An MTRS will help align and coordinate external support under the umbrella of a government-led tax system
reform effort. This contrasts with the situation—not universal, but still too common—in which CD partners provide
their support on a bilateral and fragmented basis, not based on a clear ‘big picture’ of tax system reform and
proper sequencing of support.


Thank You
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