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         Foreword

         
         Revenue Statistics in Asian and Pacific Economies is a joint publication by the OECD Centre for Tax Policy and Administration, the OECD Development Centre with the co-operation of the Asian Development Bank (ADB), the Pacific Island Tax Administrators Association (PITAA), and the Pacific Community (SPC) and the financial support of the European Union and the Government of Japan. It presents detailed, internationally comparable data on tax revenues for 16 Asian and Pacific economies (Australia, the Cook Islands, Fiji, Indonesia, Japan, Kazakhstan, Korea, Malaysia, New Zealand, Papua New Guinea, the Philippines, Samoa, Singapore, the Solomon Islands, Thailand and Tokelau) and on non-tax revenues for 4 Pacific economies (the Cook Islands, Papua New Guinea, Samoa and Tokelau). Four of these economies are OECD members (Australia, Korea, Japan and New Zealand). The approach used in Revenue Statistics in Asian and Pacific Economies is based on the well-established methodology of the OECD Revenue Statistics (OECD, 2018), which has become an essential reference source for OECD member countries. Comparisons are also made with the averages for OECD economies, Latin American and Caribbean (LAC) countries and 21 African countries.

         In this publication, the term “taxes” is confined to compulsory, unrequited payments to general government. As outlined in the Interpretative Guide to the Revenue Statistics, taxes are “unrequited” in the sense that benefits provided by government to taxpayers are not normally in proportion to their payments. The OECD methodology classifies a tax according to its base: income, profits and capital gains (classified under heading 1000), payroll (heading 3000), property (heading 4000), goods and services (heading 5000) and other taxes (heading 6000). Compulsory social security contributions paid to general government are treated as taxes, and are classified under heading 2000. Greater detail on the tax concept, the classification of taxes and the accrual basis of reporting is set out in the Interpretative Guide in Annex A.

         Information is also presented on non-tax revenues in four Pacific economies. The term “non-tax revenue” includes all general government revenue that does not meet the OECD definition of tax revenues. Non-tax revenues include grants (e.g. foreign aid), returns on government market investments, rents on the extraction of resources from public lands, sales of government-produced goods and services, and the collection of fines and forfeits. More details on the definition of these revenues are available in Annex B.

         Chapter 1 of this report provides an overview of the main tax revenue trends in the 16 economies and non-tax revenue trends in the 4 relevant Pacific economies from 2007 to 2016. A special feature on managing taxpayer compliance is found in Chapter 2, while Chapter 3 contains comparative tables on the level and structure of taxation in the 16 economies since 1990. Chapter 4 contains detailed information on tax revenues on a country-by-country basis. Chapter 5 includes information on the level and structure of non-tax revenues in selected Pacific economies.
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         Executive summary

         
         In light of the United Nation’s 2030 Agenda for Sustainable Development, awareness of the need to mobilise government revenue in developing countries to fund public goods and services is increasing. Revenue Statistics in Asian and Pacific Economies presents key indicators to track progress on domestic resource mobilisation and to inform tax policy and reform.
         

         Revenue Statistics in Asian and Pacific Economies presents detailed, internationally comparable data on tax revenues for 16 Asian and Pacific economies (Australia, the Cook Islands, Fiji, Indonesia, Japan, Kazakhstan, Korea, Malaysia, New Zealand, Papua New Guinea, the Philippines, Samoa, Singapore, the Solomon Islands, Thailand and Tokelau) and on non-tax revenues for 4 Pacific economies (the Cook Islands, Papua New Guinea, Samoa and Tokelau). The report also includes a special feature on managing taxpayer compliance.
         

         
            
            
            Tax-to-GDP ratios in Asian and Pacific economies
            

            
            
            In 2016, tax-to-GDP ratios in the Asia and Pacific region ranged from 11.6% in Indonesia to 31.6% in New Zealand. The tax-to-GDP ratio refers to total tax revenue, including social security contributions, as a percentage of gross domestic product (GDP). All countries in this publication had lower ratios in 2016 than the OECD average of 34.0% and half of the economies included in this publication had tax-to-GDP ratios above the Latin American and the Caribbean (LAC) average of 22.7%.

            
            Six of the eight Asian countries covered in this publication had a tax-to-GDP ratio below 20% (the exceptions being Japan and Korea) whereas six of the eight Pacific economies had a tax-to-GDP ratio above 24% (the exceptions being Papua New Guinea and Tokelau).

            
            Since 2015, nearly two-thirds of the economies included in this publication experienced decreases in their tax-to-GDP ratios and three countries registered no change in 2016. Only three economies (the Cook Islands, Korea and Singapore) had higher tax-to-GDP ratios in 2016 than in 2015. Since 2015, the largest changes in tax-to-GDP ratios were recorded in Papua New Guinea and the Solomon Islands (both decreases, of 2.2 and 2.1 percentage points, respectively) and in the Cook Islands and Korea (both increases, of 1.5 and 1.1 percentage points, respectively).

            
            Most economies included in the publication have increased their tax-to-GDP ratios since 2007, with the exception of Australia, Indonesia, Kazakhstan, Malaysia, New Zealand and Papua New Guinea. The highest increases between 2007 and 2016 were observed in the Cook Islands and Samoa (5.6 and 3.9 percentage points, respectively), primarily explained by increases in value-added tax (VAT) and other taxes on goods and services in both countries. Across the same period, Kazakhstan and Papua New Guinea experienced the largest decreases in their tax-to-GDP ratios (11.2 and 8.6 percentage points, respectively), driven in both cases by decreases in corporate income tax (CIT) revenues. These were explained by the impact of declining prices of natural resources on the profitability of companies in the mining and oil sector in both countries, as well as by a reduction of CIT rates in Kazakhstan.

            
         

         
            
            
            Tax structures in Asian and Pacific economies
            

            
            
            Economies in Asia and the Pacific rely predominantly on goods and services taxes and on income taxes. In six economies in this publication (the Cook Islands, Fiji, Kazakhstan, Samoa, the Solomon Islands and Thailand), taxes on goods and services accounted for the largest share of tax revenues in 2016. Within goods and services, VAT is an important and increasing source of revenues in most economies. In 2016, VAT revenue ranged from 12.9% of total tax revenue in Australia to 46.1% of total tax revenue in the Cook Islands (the Solomon Islands and Tokelau do not impose VAT) and was higher as a share of total taxes in the Pacific compared to Asian economies. In the Pacific economies that apply a VAT, VAT accounted for more than 25% of revenues in 2016 except in Australia and Papua New Guinea. In contrast, VAT revenue generated less than 25% of total tax revenue in 2016 in all Asian countries except Indonesia.

            
            Income taxes provided the main share of tax revenues in the nine remaining countries with the exception of Japan, where social security contributions (40.4% of total tax revenue) represented the principal source. Across all countries, revenues from CIT varied between 9.4% of total tax revenue in Samoa and 41.1% of total tax revenue in Malaysia in 2016. The three countries – Kazakhstan, Papua New Guinea and Malaysia – with the highest share of revenue from CIT (over 27% of total tax revenue) are highly reliant on revenues from natural resource companies in the oil and mining sector. All Asian countries except Indonesia, Japan and Korea had a greater share of CIT relative to personal income tax in 2016, whereas the reverse was observed for the Pacific economies (with the exception of Fiji).

            
         

         
            
            
            Non-tax revenues in selected Pacific economies in 2016
            

            
            
            This publication also includes non-tax revenues for four Pacific economies (the Cook Islands, Papua New Guinea, Samoa and Tokelau). In 2016, non-tax revenues as a percentage of GDP were significant for the Cook Islands and Tokelau but lower than 5% in Papua New Guinea and Samoa.

            
            The sources of non-tax revenues varied between countries in 2016. Property-related income was the main source of non-tax revenues for the Cook Islands in 2016 (44.2% of non-tax revenues) and Tokelau (64.4%); in both countries, the majority of this income was from fishing rents. Grants were also an important source of revenues for all four economies in 2016, exceeding 30% of total non-tax revenues.

            
         

         
            
            
            Special feature: Managing taxpayer compliance
            

            
            
            A special feature explores important topics in the management of taxpayer compliance in Asian and Pacific economies. The level of taxpayer compliance and government enforcement is one of the factors that influence the level of tax revenues in an economy. In the management of taxpayer compliance, it is important to pay attention to a number of issues such as ensuring effective compliance risk management – including tax gap research, managing the compliance of large taxpayers, addressing international tax avoidance and evasion, optimising the use of tax withholding at source and third party reporting requirements, as well as appropriately calibrated voluntary disclosures policies and programmes. In Asia and the Pacific, the management of taxpayer compliance varies widely. For example, tax gap research has been implemented in a few larger economies – Australia and the Philippines, for instance – while almost all tax administrations in the region have in place an organisational division or unit managing the tax affairs of large taxpayers.

            
         

      

   
      
         
Chapter 1. Tax revenue trends in Asian and Pacific economies
         

         In light of the United Nations 2030 Agenda for Sustainable Development, awareness of the need to mobilise government revenue in developing countries to fund public goods and services is increasing. Taxation provides a predictable and sustainable source of government revenue, in contrast with official development assistance and the volatility of non-tax revenues with respect to commodity prices.

         This report presents detailed and internationally comparable data on tax revenues in 16 Asian and Pacific economies (Australia, the Cook Islands, Fiji, Indonesia, Japan, Kazakhstan, Korea, Malaysia, New Zealand, Papua New Guinea, the Philippines, Samoa, Singapore, the Solomon Islands, Thailand and Tokelau) and on non-tax revenues for 4 Pacific economies (the Cook Islands, Papua New Guinea, Samoa and Tokelau). This chapter discusses the key tax indicators for this group of economies: the tax-to-GDP ratio; the tax structure and the share of tax revenue by level of government; and non-tax revenue for selected Pacific economies. The discussion supplements detailed revenue information in Chapters 4 and 5.
         

         
            
1.1. Tax ratios
            

            
            
            
            
            Tax-to-GDP ratios in 2016
            

            
            
            In 2016, tax-to-GDP ratios in the Asia and Pacific region ranged from 11.6% in Indonesia to 31.6% in New Zealand. Eight of the 16 economies covered in this report had tax-to-GDP ratios above the Latin American and the Caribbean (LAC) average of 22.7% in 2016, and all economies in the publication had lower ratios than the OECD average of 34.0%. All of the Asian countries in this publication had a tax-to-GDP ratio below 20% with the exception of Japan and Korea, at 30.6% and 26.2% respectively. Among the Pacific economies, six of the eight economies included in this publication had a tax-to-GDP ratio above 24%. The exceptions in the Pacific are Papua New Guinea and Tokelau, with ratios of 12.2% and 14.7% respectively.

            
            Indonesia had the lowest tax-to-GDP ratio among the Asian and Pacific economies included in this publication in 2016, at 11.6%. A relatively high share of agriculture in the economy (above 10% of GDP) compared to the other Asian countries in this publication as well as a low openness to trade contribute to this low tax-to-GDP ratio, together with high levels of informality (estimated to amount to 70% of employment), tax evasion and narrow tax bases (OECD, 2012[2]). Indonesia has undertaken reforms since 2002 to address these issues and increase tax revenues. These have focused on strengthening its tax administration through modernising processes and systems, building human capacity and enhancing the tax administration’s integrity (OECD, 2018[3]). The Economic Survey for Indonesia (OECD, 2018[3]) explains that Indonesia aims to reach tax revenues amounting to 17% of GDP by 2019. The extra revenues will contribute to increasing financial capacity to fund government priorities and will reduce dependence on oil revenues (OECD, 2018[3]).
            

            
            Structural economic factors are a key determinant of tax-to-GDP ratios across economies. These include the importance of agriculture in the economy, openness to trade and the size of the informal economy, as seen in Indonesia. Agriculture, for example is a challenging sector to tax: most people in the agriculture sector in developing economies are on low incomes and many are not registered for tax purposes (PEAKS, 2013[4]). In addition, agriculture benefits from numerous tax exemptions. For example, Malaysia allows an agriculture allowance to be deducted from profits of eligible businesses (Inland Revenue Board of Malaysia, 2016[5])and goods and services related to the agriculture sector are exempt from import duty and excise duty (Ministry of International Trade and Industry, 2016[6]).
            

            
            
               
               
               
Figure 1.1. Tax-to-GDP ratios (total tax revenue as % of GDP), 2016
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               Note: The data do not include sub-national tax revenue for the Cook Islands, Fiji, Malaysia, Papua New Guinea, Samoa and the Solomon Islands as well as social security contributions for Indonesia.
               

               
               
               
               The averages for Africa (21 countries), for LAC (25 Latin American and Caribbean countries) and the OECD (36 countries) are unweighted.
               

               
               
               
               Australia, Japan, Korea and New Zealand are part of the OECD (36) group. Data for Australia, Japan, Korea, New Zealand and the OECD average are taken from OECD (2018[1]), Revenue Statistics 2018, https://doi.org/10.1787/2522770x.
               

               
               
               
               Source: Table 3.1.
               

               
               
               StatLink  https://doi.org/10.1787/888933853471

               
            

            
            In addition to structural economic factors, tax policy and tax administration settings also strongly influence the level of tax revenues. These include the power of tax administrations, the levels of corruption within these administrations and tax morale (i.e. willingness of people to pay taxes) (OECD, 2014[7]). For example, Aizenman (2015[8]) found that in Asia, government effectiveness and institution quality are positively correlated with the level of tax-to-GDP ratio. Finally, in general, GDP per capita is also related to tax-to-GDP ratios. Tax-to-GDP ratios tend to be higher in high-income economies, although the relationship is not direct and is less pronounced at lower levels of income due to the influence of other factors.
            

            
            The relationship between GDP-per-capita and tax levels across the Asian and Pacific economies in this publication is more varied and less direct than seen across the groups of LAC or OECD countries. Five Asian and Pacific economies have broadly similar GDP per capita and tax-to-GDP ratios as the majority of LAC countries. Papua New...
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