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cad str and property assessment systemsh The SUD contrated•Colett and Clapp to performa these s vices. 0uo0ingothelimiziary study# the firpt reomne-h pre­ntla '4-Setmbr 1'.16 5 o
yustezi -of wpropertdion2ates.fArt~, A w.d"tb.i-­

, ices were contracted for developing an, Sdppxrisl ayste, ,p.eparing.an assessment manun and instruction for its un, training techni­cians prepr3ing work p ns tiend 
schedu.es, desi.ning forms, and
providing technical.supervision,
 

Field operations of the fisc.lc dnstral project began inSeptembero,1965. An aivenrga of 
 bout 70 teahnicl employees
worked on the project until June, 1968, when the Direc-oy: General
of irctTwesbeanto -educe -the force to about 30 e-quioyeesbecause of low production rates, 

Th. first pe.r..nent RevenueJhercl Service tux idvisorarrived in El,Silvdor the middle of 1964. His object!ive, as
det".led in the Project Agreement, -,aid ,igreed to by the Silvadoran°
M4inister of .ina..ce., u tho tssist in increaing t x rev •.ue­g£

through improved taxc admiition procedures and techniqua,through botter trained nnd , nd bettex:r c~zAljfied trtechaiicians andadminiatr.-ztors 

Afte;r p~e).intinziry atudice: zoid di ?cuesions with biiniatry of-"Ticials anid the IDizectors Genexr1. of the Direct dnd indirect Twcoffices, it .. 
 .. qee thm'* technic;d tr"ining in these two of.­fices should be the i order of busAness. Thir: began almosty Lrd ful"-ti ..e IRS trziinanq speciist wa os--d
 
4 

'to the tdx tet in 11965 Under this 4:phais trlining programfor eight Electronic Datu Procesoing 'EDP' syst-x . ,lysts, incl.ud-Ing training in nt. U.S, -nd Mexico, was and dmi.nideveloped, six -trators From t-e Wirect Lid itndirect Tfox Offices ind the ministry
of .inznce were oelcted fo.: 
m.nagement and supervisory training
under t)e.&. NA progrzni in the United Stt.es. 
 .
 

From 1964 tb-oLgh 1967, totte 26
S.. and 

t of different in-country,U.S. third contry treining courses were conducted for almost500 participant.E.J. Included nmong these prticipants is the 
- ­

present Director Generil of Indirect Thxes, Chief of 
­

the theOrguiization 14,, ngement Section in the Ministry of Finance,the Chief of the Audit Division in the Direct Thx Office, all ofthe firat line zudit supervisos n the Audit 
Division and most­of the present ctUditors. in the Direct bnd Xndirect Tax Officea-


A VThis includes inspectors in the Xndirect Tbx Offidei mnangersQ
systems analysts, supervisors, anid atuditors- Mayprosto
more thm'one.course. 

':.~n-' : ,' ""ICA; URI"If 

- _= 

http:schedu.es


PAR COTNUATIO1SIUTL 

nwrtti y Its FMPoMW_. 

It was recognied:. e~srly, by the tax,advisorxs.'.tht thi singl'
mot importmt objective shoul-d be omPlte xeorani tio of 
t divisiozni -wi Diect'audit the Tax sOfie 	 t ­tWi3o answered- to "oe.supervisbor' e een repoing systemas for managem~ent: information and no coatro is.6 66iia~gne-dwork; ~ad the division chief s spanof control wa's,'wd and hsinforition so limited tha~t he had virtu~ally no inform~tion~rontiejamount of time the auditors spent on casest their productivity, orthe nuudber of cases exarnined,, 

Unfortuniteiy, becutuse of tbce im~pending nattional elections,
the proposed reorqg nizhtion of the A~udit Division was resistedry the Director Geneita of Direct T.xes ,ind the Chzief of theAudit Dlivis ion, However, progre.n was rnzude in other related 

1) 	 A ptibLic inforaion program~ on tar filing periods wani
ini~i,,4ted 

2 pt ber.bill n rihif tewae ..... the on.a .t...............
 

4) 	 vt eipt ootheresurns imd processing proceduresolwn
 
acleril t-ss raher than a technical oe thui utiliz 
ing mfLdpoweir zror. deffectively.o :" a . r: p

ththADirector liset of Dix~wyrc Toixes fin *lly agred 
ad­

thigs impact coe-j,.on but their acnmp shmie"r 	 wor~An imrediatefo w o t~v( revenue, ' ; ;: .didot. he 

:: Y:::h Septemtber, few,n 	 1957 mnh :ute the natona elc ...tethen Director General of Direct Taxes Z:Linailly. agee a re- .... .. ::,",Uorganiztlion of the; Audit Dkvei ion, "Some ;of the mor important;.m;: .:;,: ;,. 

obectivs veaix3)The s pris % ormt n baled~~ la hegoud 
I'!-.... . ... :t r<h eeahgroup ,;wia .unde h ieto fagopsprio. 

inoatowere d.theyf-leowng:.t
 

w,eld. 
 r:-t 

identify"

problemi 


eireas, 

and take necessa.yitc 


actions,,
 c'1
JkUE 
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Sheabasis of 'the potentijiltax:to be'c~llected fr e 

stdctoni manual3 Was prepared to assist 4,ts operatione. 

6) 	Conitrol. procedures on audits in process Iwere establ ished
irn order to e).iminate thes possibil~ity of~stolen returnso 

7) Rporingsystemfs for aiuditora and supervisors were 
relative to time an eauchspent case, pxoductivity of 
auditors and cases, percent~ge of time actually devotodc 
to 	examination work~, and number of cases finished by
type aind' size. 

Pxooresa ixrrediately fol~lowing the reorganiz.ation wvio slow.The ChiLef of the Audit Division continued to openly resist thechange, nd the then Director Generql wsnot enth'usiastic anddid not give his supot This situation continued untilJtty,1968, when, with soeecuaeen rmA~ 0 a new D)irector
*General wea appointed0 The new Director G7ener J. hits fully sup-.ported the tax improvement project, and in October, 1968 replacedthe ChieZ of t1he Audit Divisiorn, with Eicompetent, enthusiastic,and exparienced auditor who hims work~ed di-ectly with the ckx team
previously and has received IRS klan. gemenl: TrAining in the United'
States under the INVAX" Proqr.,_m.. 

2. PlSIn ACIVTE N LN 

Detailed plans fox 1.969 and suibsequen-t ye~rsa.re spelled
out in the PIP. The reorge~aixation of the Nudit divisionand4 the en~thusiasm of the new Director GEneral aind Chief of the
Audit Division, should provide the bu~sis for an extremely suc­4 cessful year and, barring counter-productive changes iii person~­
nel, continued improvement in the future. 

under u new amnesty law, ~a L-axpayer who has never filedA return may present a 1967 raturn and thereby fulgilU not only1967 but all prior year obligat ions. If this is successful,---­
-7the- Direct Tzax Of iice will udd a large number of taxpeier tothe* roles and therefore broaden the ta~payer base considerblyo
This should result in increases in collactiot v± the long-run.@ 

Due to questionable legislation,. howevere the ihesty law 
ma A have some negative $effectsA in the sotrn,, nadtoAoapplying to personswo haive;~ever f ilcO a,_etxrn' the law 

Sallows' person~s who previousl ive fid etuirns to ,Ubmit, ca'r­keAred1967' return' and La asolve fromay pror, years com­
pNLASS 
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M~itflnt' This ef faciVay,nulLifies 1 u It wor~nt1ose 
peronswh6b urn ~in a corrected L967 reurn, as well aa'ree
 

ing audilt laes'esments, tnti1f marbh, 3.969 when thie -.waneatjryPeriod
 

The reut fthisprogr -- b tong-.and short-run
 
- -~will not be 	known iiti3. soruetime after f4trch. 

3. ,A-k&M: XV~qFE1ME "ADS3aHE 

(1)The Collett mind Cl~app contract for the fiscal cadastral
project w~s plagued by numerous problms fromu its inceptioralQp
P'rom the time 	 field oper. _tions started until August, 1966 h~ tot~ 

in the country, were completed. This represents am averbge of

less thban one parcel per fieJ-4 te m per days. fEr beLow the ixj

to eight parcels per d-y which Is considered average As statted/--­
in Smction OO9 )inre. pert~x~ r evenue a&s at reault­
of this .0,:1Dgn!Rtert sli 

A recont reviow o.- the entire progz&i by up IRS advisor in
 
the property t ,? Jr~eaj identil".ied the followiing problems which 
were ruspontiible for the low productivity of the projectt 

!)oor projoct pl;inAning,- - -

'b) Poorly orgainized mapping progr~n, 
k ~ ~ re) 	 Personnel ~s~nddid not hzrve necessary qu&oifica tions 

for job, 

.,-d, nlt3rics wore too low to attrzac- and retdin competent__
employee?, 

le The nuidber 	 of eip3.oyee.. hired wtis invdequ~ite, 

( 	The appraiual ~unual was tor, sophisticated and contained­
erroneou5 informa~tion~,-

-

(g)Adequte training was not~provided. 
 lv 

th), Xnrideqtiate 	 supervis~in 
Lac V rnpr -d t 

I ~ ~ N 

J~JJI~ ~ ~z! 
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-La~Z~ck of equipment an supplies, >~ 

')Insuffcien~t GoEs budgetary support. 

~iA'~ altihough particpznt training-8uffered fzrom'sonme of the usual~problemus of lack of direction for the particiLpanta and ponla
luage ability (see section. 079'ca) the returned 'traneesneve~ 
th~eeB have, for the m~ost part, emainet with the Tax Office and.1some now occupy high positions (see the Project Hlistory and Section
009 (2')
 

Courses in 
1l Snlvador were conducted under the diro~ktion of
 
an IRS-PASA technicia. Ilia fluency in the Spzznish~taneaage aind
his~prior experience zind technical ability contribved/,to a suc­
cessful, in-country training pogr~m. An in-servi -6~ining
abil1ity w 2s establitshed, and in D)ocm~rbar, 	

cap­
1968 the audit super-


J 	 visors, with no tussiatance from the IRS Team, de~veloped 4ind taught
a refresher tr4~ining couroo and tech-icatl review for the rAuditors.
The nine-hour course w~is aiven to all auditors inv the aiudit 
divi~,­
sion, and wAs considered 1hIgh1ly s.tisfactory.
 

(3) The reorganz tion o, the Audit D~ivision w"s h slow process filled with politicl ovrtones. It points ouat quitecletirly thea nteCI fo), self-help and host country cooperation if 
a~peojact of this gort in to be successful, Tht~ training and
teichnical aasistzance provided 5oy the IRtS teamn undoubtedly laid 
a ficm foiind-. tion for progresa. But had there not been peroon­
nel changes In two koy positions -- the Director Gen~eral of,
Dilrect 'raxee 4and the Ch_--ef of the Audit D~ivision -- it is safeto zissume- thqt little progress would 	 made exa'minu­have been in
tions of returna -.nd recmnd Nt ions for additional -tax. 

The xorgzinization -J plun itself soom~s to ,have been. based on sound principles tond with the proper direction from thes top
appears to be having satifactury resilt~s in inreasigefficiari
 
cy within the Audit D~ivision. 

(4)Results in the 4reas of- wained rtturns, exalinad 
returns er &uditorz, ond reconmendations for additional tuax 
are shown below­

1a) Examine Returns The number of ret~urns; examind*T~ 
Yearly since 1962 has fluctuated considerubly,, ZApaxt:'from
auditor efliciency, two re~isoii *Q the fluttionew>ars 6haries 
in the numiber of auditors an hne nte'deiiin,,o e­&mined4 	return". in earlier years.1h~tnar rlmnr
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ther byocItsrat AMp~teSrve y 1Aitr AbuI . J............ 
 pe~ ~t ............................. 
checke foraithetic accurc wasn cnidrdto'ebe
ainit~ndrtr",,eeii.nAA ete xmnto a ne 

Alatal ~idditan were pamerofme uithe:,wps eduand thyr were~o
vituallyn-no If9% Sepudtnibetat1.965i orerao h1tlproi:de ftecM.c~.or saffiscahe ~a~et1 prjec ~gor that 9rteonroxeniinecompetrevie byU
sanl uit966 T ot 00$pter ent 

reradiU.6 tion thenumb~ti ofun1er was poxi­uditorrdcdb 

duclad by iibout seven IJ.%) wihen tho best 4znd most productive­4udi~ors wereO selncted 4 superviors or plarced in~ administra­
tietositon 
 ths iTndividur1.s still rat,--in the title ofAhivve),,
audto' wthapproxim~tely the Io number o.auditorm see notes to T,-ble 2) the numaber of examinations madeduring 1968 wzis almnout 20 per cent grobtter than during th ntirle pcciitous yew-,r_ 11.th respect to' incomie ti c. the'ire3 cf Cgratest potentaLo thc nuraber of exeinations durirg 19638~up 33 per cornt civer t'i er~Tbl aniePeiu b~h

these rosults,
 

involoc 1564 49385609 3710 2886 2779 3692 
P1oprtyJA 26V36 2403 2269 1448 1202 1364 

44 Sbt ~176~ 807 709 861 827 829
 
01 ft 4~ .4U 

Totn45 7 9226 Z1601 1066 S685 6307A5)10 


(b) ~ ~ ~ ~ _yA ~S TX~4~d~trl utiv ofhe prodAiudit Dlivision cu be iie--ured Li 4 slightly moire ,refined mun-
Anor byf uving 'this index. H!ow~ever,~oiwtaisv $Poblo~mstill
 

Peronnl brnd 1$ audt~rsz, Tho~auditoi retre toth
Audlit3vi'sion grdua~lly during thie-3*st~l of th yer 

A del 
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oist a the former Director General ~of the Dir~ecT uedh 

compatv y gb.pery ditor psition as, a' po)tica pl.des i;n t ing yaiu fred as4aoitr atough they performed
no auit:2Cuncitins ald-fe worIked 'nowhere nea the Auit Dis i-

Te. improvemets 	 iMefotitc6tigfrom the rieorganizationj an 
Sby theXRS tetam to reducethe number of' iditors 'par citse fo

two to one should have positive effects on the averagew.~ITable 
shfows the'e date. '44~ 

Table 2 hug ursMmne44LA~~.~ 

Tote]. Returns 
Examined 9,226 8,601 7,066 5s685 5,310 6,307 

A'imbe.r of 
Auioss 80 80 65* 63** 650** 

Examined per
Auditor 115,,3 107.5 88.3 87 ,5 8423 97.0 

* 	 Decreane came a~t ex~d of 1965 when 15 Atuditors were selected 
to work on the ftscdi3 caastral project. 

** 	Reduction of~ 7 Liuditora Who were selected bs supervisors inl4 
Septem~ber is '7 x 1, yr) a 2 auditors lost. 

1*5 auditors roturned from giaca). cdastral.pxoj Oct between 
June aind December, 1968,* M-'he, reairna 5 auditors who were 

4 

selected as supersrinors in Setember'o 1967 were lost. There­
fore# figure placeat 65 which includes +-(15 x.C yr)-5 - 2auditors gained. 	

fr
4 4 4 

(c)RcODM~ungatioras gfor Adjtionil wco These, as with re­
4 turnes ex~amined# cain be expected to flutcuate dependIigonte

nauber of auditors as well as audito~r e fficieioy. The Sharp 
'4 

decline ina 1966 mytherefore4 be explained by the 4reduti.on ~Lai 44 auditors.. Subseq~uent i ireafes., ten~d to ,Xflect increl so4 ::uditor 
efiencr~y. Duri.ng )%8 the additiornal1tax bnd, pete reomenided by the auditors (a a rdsult of thir findAings Ln th e
 

amntin of, tapyer 1. r~eturgj wasi almor4 dobl th f the
>pzev4,ous.,year. The diinlicm 	 a0r~medd ~sir: 

- 4 -t~ three&times the amout recommede ina 196 7.Tbe-3' VW, 
these4~ reult.4
 

http:4reduti.on
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rMOV (C 4MZ1 "nV PIv~edaf th de 

141AS 
Tt e13., 11,239z 6679Q 4nn5 6 112eT 303 e5 d12 

b2 t, Ak6Xto6 _6_io of9 k~kjt 6etoTn PlaneG1. 


Pa (zieln 1,22 514e ttr~ roperty 
 e8 418, 144nia 118 25 

tal
Togrss 7,118 11,239er 13ith the7 4,154i 5,586o 11,25e 

iTaxpayer for hee utaxes 
 ontfl eursoa eua
 

s bc.o dict~ tox ont of
01. revenue 

f Ase
tPIreosey poited 14, 
mosheo the tariadvisor' effors 

haet ben dire68ctle tiwns improved admisratonh in$~ rthe-tax ared atein o tnd popety tax) Theiiotets~oeta for
 
12v poblm these
aratcabened inso dtwoi radeUtil 0197 we
 

the ~ prvosydsusdKgnztoa~ hne;wr 
 ~,ltl
 
progress t l plc.Hwvr ihKe eraiaino h 

audit~diiini ~ ~ 97,n h ntdlto 
 ftenwDrco
 

General 
 ~th ne K Che Kan fteAdtDv 
 ini 98sgii
 

cut prgrs hK' 
 otKee er adsoldcniu{ai 

thn Knt K,,,eal futre 

Th secto goa Kiresn of reene by15pr~e'ya
 
Kewc1964~ Lin K/I
1.96 wil 
 not acivdKspone 
 u'
 

set~ion 012','K 
 direct tz% 
 revnue 
 onI aK.ep;.pu 
 -cq~
 

3~r~d,_andr/I'1_966 Knf, teyfllb tb t4 
 .3 

De 5,. nthspro.ern 16 alci' n
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1963 -19G6 
Jnmillof Codnes 4s2 50 -~U. 41. 0) 

I~ncome Tan, .4.7 35 34.7 .87 .. 2 4. 
Sprior 
 year 	 4.% 2.80/1 -0- /1.5%~ '68 J6O 

Property (via 
lidad), Tax 4.0 5.0 5.0 5.2 5.7 15.4 5. 

-

Increase from 
prior year, - /25.0% -6- 4.% ;f 9.6%> C170.2%- 5,3 

Other D~irect 
Taxes 	 4.5 5.3 4.8 4.0 5.8 5,7 5. 
Incre~aae f~rom 
prior year 1,17.8% - 9.4% -16.7% /45.0% - 1.7% -17 

Total Direct 
Taxes 3342 46~.0 44.5 43,,9 5012 66,3 56.3 A.. 

Inceese from 
3 1-1,4 	 1Wprior yevr /38.6% 3.3% /14. 3% r 32.1% 24%' 

Total ;:A a per
 
cent of GDP 1.90' 2.46 2.23 2.08 2.26 o nd
 

Jq-q 1 a~ ncome~ twt rates in~creased in 1964 

2. 	 Property tdx rates increased1 i.n1968,>Estimated addi-.A 
tional, reneue as r eatlt XX010 milin The colmrn A~. 
heude~d 1968fa) makes this~ adjutment.
 

3. 	 1967 rev#- tues were somewhat artificialyeincreased by,~
tlhe trasnsfer of 4.5' illion from the government, tx'.w 
f und ico3.Jected in 1964 'and' 1965'under the sibeqisin y
repealed pzr f3 retention provi'o& theo 9icome)tax
laiw) to the general fud 1968 reveraet were inra'by 	 a 6.S mi 1io anu ,I ~w~t~ir(i 

ad 	Lting bot~h aouants woul~d reducethb~.incmeta
 
'figures to'.034.2 miZUio i 1~967 andOM,7 lldon_ in 

-have 
 inreaed b~y only~ '41. I 196 teinao 
w:~~ b~een 3O 8wihu-te 0til o yiould h~ave 

Linetd-9e' 
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gieA icome tax, o042mlinn _~~h 967. 
'Wb'Le6Jeaviing J.968 ruic1anged. Total 't~x co Ilc o s14967 Still-woul1d have increased bydo~~o% 
 in
S1968.the inceases w~td haveibeera 45 q.%-_ithouth 

Whi Is tax aizsrudls in8eeit as' reasured Table~4 are perhaps "the beat meAure of iproved; .t~x admnist ation0 isince they show the results of aseset oigfo
and subsequ~ent juridical operations# they~do 

ui 
not show actual 

teax collection~s. Because about 95 per oentof ell e~gusessedtaxes are collected, the girst measure JSL Still fairly 5LcCi&
rate* aLthough time are often involved betweenlag~s assess-

Ments and clections# Collections of direct taxes have per­formed sommihtit differently than thi eep-pu-cra
counterparts, bein~g rignificazitly lowtir in hoth 1967 nmd .968This difference is explj.ined l.argely by the increased asaoss­

5. ments cOming from imnproved audit opertutionar these assessments 
A.have not yet been Collected. Ta~pble 5 shows excllcin for

1963-196,3, 

iTn zut~Onsof Colones) 

L2 §~4 12 1 7Lj &2 ~acL~ 
XrzCoMe Tax~ 22, 30,3 34.0 35.6 32.5., 35.3 35.3 

-~ "'' nczeaso from 
prior~ yetax - /32.3%Y ,'12 2% 94.7% - 37% Y1 8.6% 98.6% 

Increase trom
 
'prior 
 yonr /17.9% /2,2% 94.3% /8.2% /1.64.1% -24.5% 

Qher, Direct Ta!xea4.1 4.7 3.7 4.1 5.3 ~ 8 5.
Xncrense from
 
prior year 
 /14.6% -21.3% /1.0.8% /~29.3%9 9.4% 9.4% 

Total Oireca 
5 2


Taxes 30,9 39.6 42.4 44,6. 43.1 5 5,1' 45.

Xncrease f royn

prior year /28.2% ;4 7.1%)l5.2% 34 2,8 146,
 

~I;4;g4~,Total as a* per, ~~ 
cent'~ GDP 1.2212of 
 21 
 .1 
 a 

OfK 55N~' 2CLA5'2IKPI 4 j, -9 

5 
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2. ~poperty~tax rat'es ind qased 'In 1968. Estimated addi± 
19 8.~ -(,L'Tak s th o- djs- rt-

C. 4n~ipatd e~nlts PJ):e to CC)ts 

The major~cost to thiLs program has been~ the salzries ol the ~ PASA technicians. The two other siignificaznt-coaits have benthe
Collett aind Clapp conrancts and participant training, both of
which ar'e discussed in section 079 
b and c)o as w611.as in other
sections of this narrative. 
4 

The cost of' the Co.lett wnd CLitpp contract was greater thaniIlits bernefita . This was in no small way due to a less than ade­quaite perfozniance of Collett4 aid Cl~app themselves(eeScto
 
3a(l) of the nLrative'l However, the GOES was neither pzeparad
for~, nor willing to give its full support to, the Riscal cu1astrb.
project.
 

Participant training, in spite of its drawbzicks, hzts never­theless provided the Direct Taxc Offi4ce of the GOES with a nucleus
of personnel
7of 

who are z*t least fimiliear with the pro~per techniquesti~ administration. A~s mentioned in other portions of the PARthe majority of the participants have remained with the Direct TaxOffice, aind therefoxe in all pobb-ility ,ire contributing ton re­turn in the fomt of additioia~l tix assessents that exceeds4 the: 
4costs 
 oftertraining.q44 

Although progress has come slowly in the improvem~ent of El
base for imp~roved tax~ administration in El Salvador, it has beenmade. The reorgq~nization of the ui ijsoa
4. h tirng-of personnel -- both participant and in-country -- have taken,
-place,,albeit6-~~- slowly, and would probably~not have occurred with-kt1~~ out the presence of the IRS VA~SA team or,,some similarly4 qualified>-y
organization. Benefits ina the form of -increaised ,tx ssessntentshave finully been realized and, with the appropiate tiMe lbig, 

4A 

collectiona increased in 1.968 and should contirnubltoo so in.~ 1
the future. 
-4 4-

While the benefit-cost ratio 4is~et
- not as adequateas t, would htive ,baeen if complete GOES; copeitition ib~ee 
4 

preset duing the1etie'life o1fthe 4projeot .,f &oribe nd it is cert ly-1undoubtedly4 ~ rov~ii~j,, if '.A press t fori prs­
nel{i~chn~~i h Direct Tix O~fice had h4 tsJt 3, f e6 soo60 

4 o c~gressro migM-hzv beguin~earir ad-if 1SA$1 , 
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p~srare1. O7 9~2, p odu tiv hsee Set~o ges m~g t 
-plaice nore rapidiy~thnt~ presefl. everhe~ess, chan'ges haVe­tanken plcr takingPlacePreentl~y, an sh'ould 6otnte to 

One M0~s
 theth
Present time i -pressing pShort fr ui8 ahortge of funds thaeGESmeat phoo8ulcivs-etpo
JeCts . Given the need for- a higher level of rthese funds,~theGovenmeit. is faced with three alt exzatives 2 (1) increase rev6- Inues; 2)decrease1 current exPenditures; or %13) increase foreignborrOwing. In' order to increase its foreign borrowing, the.GOESusually is required to provides counterphrt, and in many~caaes laPrezrequisite for foreign lo is is~ some sort of fis~cal action Idesigned to increase Cehtr,t1 Goverpment savings tind h~ence avail-Ible Public investment funds. Decreasing current expendituresis both pol.itically aind administrhtively difficult, increasingtux rhtes is also difficult at the present time. In DeceWber,1967, the G0OBS increased the Property kVialidad) Ttx rates, andin tWovember,,1968 it joined with the other countries of theCentral J~merjcun Common Mlarket in raising import duties. in­creaing~sxs is~i~~ysa Political risk in Latin A~merica, andwith the GOES riding on the crest of two increases within theperiod of a yehr, further rate chenges beconie even more politi.cally difficult, 

AThis leaves improved t oc administration whtat may be con­sidored the path ofg lea4st resistance, and 4t the same time thePossible key to the continued economic growth of E1 Salvadotthe short-run. Additionally, impvVed administration creates 
in 
amore Officient base uPon which future ttax increasejs may operate 

aand therefore be Potentially more effective,. 
C~ A 
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andtaught i ninea-hor refresher. r x tenngcor 0 n 

4highly stiaftctory. 

3) a. Gradual reform of the organizationlstructure ad a d 

b. Establish an ef ective tax audit operation in the irectj
T.ax Dureauthrough the dopton by the GOES of basic policy,
organization, %nd operating changes. 

Following then rtional elections in 1967, the Director

General of Direct Twxes approved the tzux tewmvB plan for re­
organization of the ciudit division of the Direct T&X Office.
Hiowever, progress Zollowing the reorgvnization was slow, as
could be expected with a new organization, new suporvisors,
new procedures, new reporting system~s, etc. Also, the Chief 
of the Audit Division openly resisted the reorganization and the
 
Director Generl1 did not give it his full support, I 

As atated in the narrative, recent personnel changes have
helped to correct this situaion, wnd the reorganLization is nowhaving positive effects in rbising the productivity of the Audit 
Division. Fromr JanuaV, 19368 when ,ecords began to be kept until iiDecember, 1968, the amount of revem.s recommended per audit mnn­hour gradually increased from 0 75. to t222,r 

4) PrepAre op r-t ons aianu sl for the reorganized Direct Tax
Oureau (eae 3 above), review the results of the reorganization,
and train auditors and supervisors. 

Operationa itnutals have been provided for 
(1) the Delinquent
Return Program,. 2) Control Procedures, aind (3) Clasification 
and Selection of Returns. 
 .r"
 

Manuals will. be repared for group supervisors, audit tech-'
 
niques, and report writing when ti-me perit . At present this
 
project does no hove top priority. 

The following two goal. were taken from the September 1967
PROP. They wa 
.,. 

.e based on incomplete and inaccurate information.
 
The PROP is presently being revised..,
 

5) Audit 0,367 tax returns in 1967, comparedt
 

The number of retu~rns examined in 1967 wvas about 375 l~ess

than wa examnined in 1966 This decrease was oxpected'because 
at the time of the reoganization about 210%of the best and most 
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Me O~wt Isto tod tcs saAIVQ $ootlOn
for ?Or WhIch UM erg Wto~o as &e.n providad on tWM 'ldopt~y 

padactiveg ;AuditOrs were seleted as supervisorv or plaed in
-othar. d miestratiVe POt
' ' h l etbkwa i -nhow-z 

S1 "er.isevidhatea b tniti act: that exinzitions in 1968 were up iN1=18 t 1,000u returns over the prior year-. 

6) Beginning with the fourth quaxter 1967 add new taxpayers tothe rolls at the rmte of 200 per month. 

Had the Delinquent Return Progre.m been alowed to operate
 
per month objective might have been reached.
 

The progimhis stated in June, 1967. As designed, itprovided that all initwo. 
contacts for delinquent returns wouldbe by eudecorrespondence. A follow-up by personal contact ... ;would be made only if the t4xpyers failed to reply or su•xnit J
the delinquent :etwons due. 

The Directo Generalre hars d owednot the field force toParticipute in the follow-up portion of the progrant because
other higher priority wokTo date, aill delinquent returns 
of
 

have bieen secu .ed through coxrespandence procedures. Duringthe Inst seven montho of !q67, 426 new twpayer3 were ajdded 
to
-the rolls During 1968, 454 new tzixpayer:s were located. Theexahct number" o.f returns zaceived is not' known; however, at
lenst two, tnd possibly mOre.-tare received from each new tax-­payer., .:: 

Undor o new mnineaty law, it is expected that hundreds ofnew taxp~ye.:s will be added to the rolls. Under this law,, ataxpayer who has never fiLed ;i return has until March, 1969 inwhich he may pxesent d 1967 return 4nd thereby fulfill allprior year ogiqdftions. The potentiajl results and problems
of this 
progreu are discussed in Section 2 of the narrative. 
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In ec~da~ itafcePOTCHTIAL. COAL. TO 
NO. WOAL t'F? COLUMN d a:Supor/stad Ing; 2a Adoquato/tIfactrylao~; Ct4RACCOAL 0RATIK 

S4CTOIR AHO PIPQ2F4AM COALSItU tiyTOEN "Wt YH TANITS KYROKCVU 

PIN0JUCT HmAA £4EFCtT~L1
MXmprove direct t;x administration of the GOES so 

Y 

as to contribute to an incre, se in total direct 
tatx collection of dpproximately 15% a year from 

2 art! ms 

0i;u h~s te oxtas t,204 h 3 pcmoUMt N 3M CCWtwn 


tyv sw WWI t1oz= r. Lcnot~lS 3~--- 4 ; . 14 rsttl 1, oxploin in tiv"c ((Vknwmtive. The 0Mntlvs tNisuld al*
Itn t v 2 #In c. nt ftend-trt w,t:ctm" .tWnI to t116 acI4hskn&$1 ofthe pr)w. t~gt1t, I.(.,~ 'L tbhrt I mittaJ oftIsk 0~ 14c Ptkip H, 44~c, Wahg twy,,tkld by LWcta not liri~v.e I~Ih 2him~fft 0t prolcct IM6ge9. li pow&R4 in4 r#ievailt, fk also rimild to lze(IsI to notit Inttv nwiatv, yxdwi of ay cWronm1

Wkelmlor that I1r oori h~odpor r-,cn arcivtd.~y~t a~t,~oI~I u flkAIy t~o t LncypVstnsry vwcube IW )14Dy~htl w tciof eot ry (coi. 15)to vyhlItl nfe ii, . 

rDirng the ye~aro 1.964 thru 1966 direct taoi revenutes did rnot
in.rcrnase. Training anid other activities during this period were
important in laying the ground work for future otccom~plishnments,
however they did not have a~n important imrpact on tbx revnue.
.During 1967 the t1-otal direct tax revenue oa ae ceipt-plus-acczrual
basis increaseed by over4 14 petr cent. Durinig 1968 this inrease,
adjusted for increnned tax rzites, wds 12~ per~cent. For further 

-seed detaila Section 3 (b) of tho nrrrative.-­
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zand the Aiadit Division who -ire reeponsible for effectively imple­menting the reorobmization do not mke full uise of the serv­ices availtable to them, and often XRSfail to consult with the teclmi­cians on potentially important dcisions. 

C. P'articipztnts. 

Some of the returned pzzrticipants. have disclosed in convera­tions with USAVD training o1ifficialsf that before their doparture for
training they had little understanding oZ the content of their train­ing programs or what~was expected of them. T1he fact -that the,>>Jority of the returned Jietticipaints hnve asked the UJSAID for grants>to study English 4at the Bi.1Mationa. Center~indicaites that theirEnglish languuge capbbility was probably xot ;dequate'at the time 
~~ of their training. ~I
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107NAMAIVE LOR PART IV.A (Contnu6,o&An fw AI 1M-2 I> 

U.B.techzic aaitance in tax administration is schedule4fbe continiuedthrougli4Ato PY 68 and F5Y 69 and 0 bar~ring aniy unforeseen~Comrpi t±ons will.be pha~sed out in FY 1970a 
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