FISCAL AFFAIRS

13th IMF-Japan High-Level Tax
Conference for Asian Countries

Tax Trends in Asia
April 25, 2024

Ruud de Mool
Deputy Director, Fiscal Affairs Department




40.0

20.0

Debt and Deficits in Asia

General Government Debt
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AE: Advanced Economies (average)

: China, Korea, Japan, Mongolia
EMDE: Emerging Market and Developing
Economies (average)
South Asia: Bangladesh, Bhutan, India,
Maldives, Nepal, Sri Lanka
South-East Asia: 10 ASEAN countries
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ligh revenue needs to achieve the SDGs

Additional Spending to Achieve
Good Performance in SDGs for
Human and Physical Capital
Development

(Percent of GDP)

Emerging and Developing Asia: 4.7
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Source: Carapella, Mogues, Pico-Mejia, and Soto (2023).
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Revenue Trends In Asla

Total Revenue (2000 — 2029)
In percentof GDP
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: China, Korea, Japan, Mongolia
South Asia: Bangladesh, Bhutan, India,
- AE: Advanced Economies (average) Maldives, Nepal, Sri Lanka

EMDE: Emerging Market and Developing South-East Asia: 10 ASEAN countries
Economies (average)
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Source: World Economic Outlook.
Note: Dotted lines are forecasts. South-East Asia excludes Brunei and Timor-Leste.



Many countries have tax-to-GDP ratios < 15%

Tax-to-GDP Ratios in 2020

Excluding Social Contributions
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Source: IMF WoRLD Database.



Significant scope for increasing tax effort

Tax potential versus tax revenue (2020)
As percentof GDP
30

AEs EMDESs East-Asia South-Asia South-East
Asia

B Taxrevenue MW Gap to reach tax potential

Source: IMF staff estimations based on Benitez et al (2023)



Components of the tax mix differ

VAT Revenues CIT Revenues
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Trends in tax rates and C-efficiency

Top Combined CIT Rate (2000 - 2022)
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Sources: Taxes Rates Data, WoRLD, and World Economic Outlook.

Top Combined Marginal PIT Rate (2000 - 2020)
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How broad iIs the tax base?

Tax Expenditures in % of Tax Revenue Total Tax Expenditure in % Tax Revenue
40 (Average 2010-2021)
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Source: Global Tax Expenditure Database (GTED)



Trends in Tax Administration

7 TADAT assessed countries in Central Asia:

2016 - Kyrgyz
2018 - Armenia
2019 - Tajikistan

2020- Georgia
2023 — Kazakhstan, Uzbekistan

14 TADAT assessed countries in Asia Pacific:
2015 - Fiji, Malaysia, The Philippines

2016 - Vietnam

2017 - Bangladesh

2019 - Papua New Guinea

2021 -Tonga, Cambodia

2022 - The Maldives, Mongolia, Bhutan, Nepal
2023 - Sri Lanka, Indonesia
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Significant scope to do better in Asia-Pacific

TADAT Worldwide (106 Last National Assessments) - Scores (%)

" A - Meets / exceeds
good practice

B - Sound practices in
place

C - Basic practices in
place

* D - Basic practices
absent

22%

“v

ASIA PACIFIC REGION (APD)
Frequency of Scores (%)

= A - Meets / exceeds
good practice

B - Sound practices
in place

C - Basic practices
in place

= D - Basic practices
absent

CENTRAL ASIA REGION

Scores (%)

18%

" A - Meets / exceeds
good practice

B - Sound practices
in place

C - Basic practices
in place

= D - Basic practices
absent
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Especially low in some performance outcome areas
(POA)

TADATTRENDS in APD by POA

POA 1 - Integrity of the Register Taxpayer Base

4

POA 9 - Accountability and transparency EE2

25

POA 8 - Efficient Revenue Collection 15

POA 7 - Efffective Dispute Resolution

POA 6 - Accurate Reporting in Declarations

* Only using latest TADAT results, when a repeat TADAT took place.
** Only national.

POA 2 - Effective risk management

POA 3 - Promoting voluntary compliance

POA 4 - Ontime Filing of Tax Declarations

POA 5 - Timely Payment of Taxes

A"
%y

Interpretation of ranges: Score ranges

A - meets or exceeds good intemational tax administration practices 400

B - sound tax administration practices that are a rung below good practices 3.00-<4.00
C - the fundamental tax administration practices are in place ,2.00-<3.00
D - the fundamental tax administration practices are not in place 100-<2.00
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East Asia & Pacific and South Asia by POA

East Asia & Pacific

= South Asia

A - meets or exceeds good intemational tax administration practices 400
* Only USing |ateSt TADAT reSUItS, When a repeat TADAT tOOk place. B - sound tax administration practices that are a rung below good practices 3.00-<4.00
A C - the fundamental tax administration practices are in place 00-<3.00
** Only national 1503
' D - the fundamental tax administration practices are not in place 1.00-<2.00
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TADAT Scores in

Regional aggregated TADAT score by APD subregion and by POA

POA 1 - Integrity of the Register Taxpayer

Base
4.0
POA 9 - Accountability and transparency 35 POA 2 - Effective risk management
3.0
25
2.0
POA 8 - Efficient Revenue Collection POA 3 - Promoting voluntary compliance
POA 7 - Efffective Dispute Resolution POA 4 - Ontime Filing of Tax Declarations

POA 6 - Accurate Reporting in Declarations POA 5 - Timely Paymenggflaxe
Interpretation of ranges: Score ranges
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TADAT results in APD - roA 4

On-time filing of corporate income tax

On-time filing of personal income tax

On-time filing of value added tax

On-time filing of domestic excise duties

Action taken to follow up non-filers

Extent of electronic filing of declarations

POA 4 Ontime Filing of Tax Declarations
Frequency of scores %

10 20 30

I o

B A - highest score

B

40 50 60 70 80 90 100

C =D -lowest score
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TADAT results in APD - roA 5

Extent of electronic payment of taxes

Use of withholding at source and advance tax payment systems

Number of on-time value added tax payments

Value of on-time value added tax payments

Ratio of total core tax debt value to core tax revenue collections

Ratio of collectible core tax debt (value) to core tax revenue collections

Ratio of core tax debt of more than 12 months (value) to total core tax debt

POA 5 Timely Payment of Taxes
Scores %

o

10 20

30 40 50 60 70 80 90 100

B A - highest score

B

C ®D -|owest score
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FISCAL AFFAIRS

Day 1

International tax
Revenue effect and policy response to Pillar 2
Challenges for international tax administration

Taxation of high-income individuals
Wealth and income taxation for inclusive growth

Carbon pricing
Taxation for the energy transition

Day 2
Tax governance and accountability
Building institutions for enhanced tax capacity

Digitalization and artificial intelligence
Opportunities and risks for tax policy and administration
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