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AlD 1020-2% E (7-68)

SECURITY CLASSIF!C QJION_ o PROJECT NUMBER .
HECLASSIFIED 525-11-720-048 (Customs )
PART Il —~ Continued
023 II-A.2 ~ OVERALL- TIMELINESS

_In general, project implementation is {place an **X** in one block):

_(a) On schedule
(b) Ahead of scheduy s .
BLOCK (c): M marked, place an X" in (c) Behind scheduls )E
any of the blocks one thru eight that (1) AIDW Program Approval
anly. Thi-‘f is limited to key aspects of (2) Implementing Agency (Contractor /Participating Agency/Voluntary Agency)
|mpleme.nFauon, e.g., timely .dt?llvery of (3) Technicians
commedities, return of participants to - R
. . o (4) Participants na
arcume their project responsibilities, - s P -
. : . {5) Commodities (non-FFF)
coaperating country funding, arrival of -
tochnicians., (6) Cooperating Country
’ (7) Commodities (FFF)
(8) Other (specify):

fI-B ~ RESOURCE INPUTS e e

This section appraises the effectiveness of U.S. resource inputs. There follow illustrative lists of factors, grouped | under Impleimenting
Agency, Participant Training and Commadities, that might influence the effectiveness of each of these types of project resorrces. 11
the vlocks after nnly those factors which significantly affect project accomplishments, write tha letter P if effect lsEgtivg_nLﬁatw
factory, i the letter N if effect is negative or less than satisfactory. o

|. FACTGRS-IMPLEMENTING AGENCY (Contract/Paiticipating Agency/Voluntary Agency)

024 IF NO !MPLEMENTING AGENCY IN THIS 032 Quality, comprehensiveness and candor ¢f required :eport" I f_
i
nno;s CY PLACE AN "'X'"' IN THIS BLOCK: 033 Promptness of required reports } P
equacy of technical knowledge 7103 Adherence to work schedule ! .l"‘
N 1 - R T
026 Understandu]g_o! project purposes R 1 o35 Yorking relations with Amerlcans e
027 Project planninp and management ] R 036 Working relations with cooperatmg counlry natmna!s e l_ 7_
028 Abvlny to adant technical know!edge to Iocal situation P 037 Adaptation tc local working and living envnonmf-ut e ,’ P
02‘) % fernve use of participant training element o e _r"_ 038 Home office hackstopping and substantive interest R -d_
;:j)_/} APy Wainand ut ize loca; staff _ o __P_ _039_Timely recruiting of quahhed__gchmcmns I Vf_,'
AR L Lo A admimistiative_and other requirements P | 040 Other (describe): .
e e 2. FACTORS-PARTICIPANT TRAINING e
! MU RARTICIPANT ELEMENT IN PROJECT. TRAINING UTILIZATION AND FOLL.OW UP }
TLACE AN X' IN THIS BLOGCK: 052 Appropriateness of original selection |
PR! AU "‘ o . v
~ | 053 Relevance of training for present |xoject purposes
BIZ ol anu zpe ahatity N o S B
042 f\‘J{lithll(y of host country funding ==1 054 Appropriateness of post-tratning placement -
1 Hos t 0 |
01 e untw operatlona considerations (e.g., selectlon == 055 Utility of training repardless of changes in project o
mocedures)
045 Techmical/professionat qualitications -+ 056 Ab:lny to gel meritorious 1deas accepted by supervisors il
046 Guiity of tochnical orientation =1 057 Adequacy of performance -
M7 Quality of preneral orientation = 058 Continuance on project -
048 Participants’ collaboration in planning content of program » - 059 Availability of necessary facilities and equipment -
9 Collaboration by par 1 T T e
049 Collaboration by participants’ supervisors in planning =~ 060 Mission or contractor follow-up activity .
‘rammg
: . - 061 Other (describe): -
050 Participants’ availability for training .- { !
051 Other (describe): N
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PART 1I-B ~ Continued

v 3. FACTORS-COMMODITIES -
PLACE AN "'x** |oe2 003 -
N APPROPRIATE | roe NON-FF F °c°;MMNgDITY 072 Control measures against damage and deterioration
BLOCK: ELEMENT in shipment. _
065 Timeliness of AID/W program approval {i.e., P10/C
Transfer Authorizatio:)f. g proval {l.e., PI0/C, 073 Control measures against deterioration in storage.

066 Quality of commodities, adherence to specifications, 074 Readiness and availability of facilities

marking, " p
N v
067 Timeliness in procurement or reconditioning. 075 Appropriateness of use of commodities.
068 Timeliness of shipment to port of entry. 076 Maintenance and spares support. ¢
069 Adequacy of port and inland storage facilities. 077 Adequacy of property records, accounting and controls.
T HISPPPIG PP I F NP GNP o pogey Py S ogpouge | —
T e MNMvoTvea—tH—paperworK—<ompares
0 1 escribg): s

070 Timeliness of shipment from port to site. 78v?|'tef1(%ene?’l ts derived therefrom. P

071 Contro! measures against loss and theft.

Indicate in a concise narnative statement {under the heading a. Overall Implementation Petformance, below) your summary appraisal of the
status of project implementation, covering both significant achievements and problem areas. This should include any comments about the
adequacy of provision of direct hire technicians as well as an overall aopraisal of the commients provided under the three headings (b, ¢ &
d) which follow. Foi projects which include a dollar input for generation of local currency to meet loca! cost requirements, indicate the
status of that input (see Detailed Instructions).

Discuss separately (under separate headings b, ¢ & d) the status of Implementing Agency Actions, Participants and Commodities. Where
above listed facters are causing significant problems (marked N), describe briefly in the appropriate narrative section: (1) the cause
nd source of the problem, (2) the consequences of not correcting it, and (3) what corrective action has been taken, called for, or plannec
by the Mission, luentify each factor discussed by its number,

0739 NARRATIVE FOR PART 1I-B: (After narrative section a, Overall Implementation Performance, below, follow, on form AID 1020-2Y

2t needed, with the following narrative section headings: b, implementing Agency, c. Participants, d. Commodities. List all narrativ
section headings in order, For any headings which are not applicable, mark them as such and follow immediately below with the nest ),

v-mye section heading,)
a.  Overall Implementation Performance,

Significant achievements have been made in this sub-project in carrying out recoin-
merded changes in the areas of reorganization, centralization of entry documentation,
and the Colon Free Zone, in spite of the factors to be discussed in Part 111, The
problem areas of GOP Customs were ildentified and studied, and recommendations made ig
FY 1957. Said recommendations were July carried out in large part in FY 1358 and 0.
The fact that these projects were methodically thought out and implemented indicates
@ satisfactory overall implementation performance during the period of this report.

The principal probklem area regarding implementation performance is reflected tc
some extent in all three areas described hereafter, but principally in the area of
""implementing agency''. The problem is one of reconciling the amount of time and cffcre
exerted toward planning and implementing projects with that needed to coordinate projccts
and report activities to the USAID. Certainly, tihis problem affects one adviscr working
alone on a project, spending an estimated 3:-:0% o7 his time in coordinating his act vi-
ties with the Mission.

There is no doubt that such coordination has been desirable and necessary siace
the advisor has been working within the matrix of Mission goals and objectives. The
advisor as a project manager acquired a comprehensive view of the role of the project"
in the context of national goals of the GOP.

UNCLASSIFIED
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SECURITY CLASSIFICATION PROJECT NUMBER

UNCLASSIFIED 525-11-720-048 (Customs)

PAR CONTINUATION SHEET

This sheet is to be used for any Narrative Sections for which sufficient space has not been movided on the form. Identify each
narrative by its Part and Section Designation.

of Customs. The third technician completed his assignment to Panama in
just one week. Two other customs techniclans conducted a training course
for investigators in March 1967 funded by the Foreign Tax Assistance Staff
of the U.S. Internal Revenue Service. The Mission therefore received a
considerable amount of TDY customs technical assistance during FY 1967

at little cost to its own budget.

Since FY 1967 other agencies have not been able to pay for the recruitment
of such technicians., At the same time the Mission has not been able to
take up the slack. Budget freezes and cuts have affected the recruitment
of technicians more than any other sector of the customs program. An ad-
ditional factor has been the difficulty of planning and scheduling their
recruitment, a direct expression of the dual«role conflict.

¢. Participant €raining.

051 - Because of the problems mentioned in 029, there has not yet been sufficient

experience with participant training to make a worthwhile cvaluation..

d.  Commodities.

057 ~ A1l commodities procured for use in the customs sub-project have consisicd

76 -

PRINTED 0.08

of U.S. Government excess property obtained without P10/C from military
warehouses in the Canai Zone. Because of its nature, the quality varied
from unserviceatie to good. The GOP Ministry of Treasury and Finance
established some capability for repairing damaged articles and controliing
the use and disposition of commadities contributed by the USAID. But a
great deal of time was needed to screen out unserviceable and useless
items. (nordel:20 surmoMat this problem, GOP personnel are used to the
maximum extent.

Due co the nature of excoss property, procurement cannot be planned in
advance. When advice is received of the availability of a needed item,
it must be procured immediately in competition with other USAID projects
on a first-come~first-served basis.

Although excess propcrty is contributed free of charge to the USAID and
the GOP its random quality and the amount of time needed to travel to the
warehouse, view and screen the merchandise, place the order, and pick up
the shipment detract from the benefits derived from the commodities. The
meximum use of GOP personnel to perform these duties, under the monitoring
of the advisor, would improve implementation performance in the commoditles
area.

UNCLASSIFIED
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PART 11l - ROLE OF THE COOPERATING COUNTRY

The following list of iliustrative items are to be considered by the evaluator. in the block after only those items which significantly
affect project effectivenass, write the letter P if the effect of the item is positive or satisfactory, or the letter N if the effect of the
item is negative or less than satisfactory.

SPECIFIC OPERATIONAL FACTORS: N
080 Coordination and cooperation within and between ministries. P
081 Coordination and cooperation of LDC gov't. with public and private institutions and private enterprise. .
082 Availability of reliable data for project planning, control and evaluation. 1‘
083 Conipetence and/or continuity in executive leadership of project. -
084 Host country project funding. j;
085 Legislative changes relevant to project pwposes. ’ j;‘l
086 Existence and adequacy of a project-related LDC organization. . N
087 Resolution of procedural and bureaucratic problems. P
088 Availability of LDC physical resource inputs and/or supporting services and facilities. ©
089 Maintenance of facilities and equipment. ;:
090 Resolution of tribal, class or caste problems.

091 Receptivity to change and innovation. _?‘
092 Political conditions specific to project. N
093 _Capacity to transform ideas into actions, i.e., ability to implement project plans. i
034 _Intent and/or capacity to sustain and expand the impact of the project after U.S. inputs are terminated. )
095 Extent of LDC efforts to widen the dissemination of project benefits and services. 5
096 Utilization of trained manpower (e.g., participants, counterpart technicians) in project operations. ’*;;
097 Enforcement of relevant procedures (e.g., newly established tax collection and audit system). N
098 Other: . )
HOST COUNTRY COUNTERPART TECHNICIAN FACTORS: P
099 Level of technical education and/or technical experience. N
100 Planning and management skills. -N
101 Amount of technician man years available. -
102 Continuity of statf, i ___g
103 Willingness tn work in rural areas, —-Pp
104 Pay and allowances. -
105 Other:

In the space below for narrative provide a succinct discussion and overall appraisal of the quality of country performance related to
this project, particularly over the past year. Consider important trends and prospects. See Detailed Instructions for an illustrative
list of considerations to be covered.

For_only those items marked N include brief statements covering the nature of the problem, its impact on the achievement of project
targets (i.e., its importance) and the nature and cost of corrective action taken or planned. [dentify each explanatory note.

106 NARRATIVE FOR PART Ill (Continue on form AID 1020-25 ):

Cooperating country performance since the beginning of this project has been substandard.
The achievements described In Part |1-B were carried out in spite of mediocre country
performance only because isolated high and middle=level personnel took a personal
interest in individual projects. There has not been any sistematic program for change.

The faulty performance of the GOP can be attributed to three principal intertwined
and interrelated factors:

I. Faulty organization.-~The reorganization plan of December 195( is aimed at reducing
or climinating the significance of this factor, which has in the past been
central to the failure of the GOP to induce needed changes.

Responsibility for the customs function was unclearly divided between three organi-
zations of the GOP--the Directorate General of Revenues, the Department of Customs,
and the Department of Fiscal Vigilance.

UNCLASSIFIED
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PAR CONTINUATION SHEET

This sheet is to be used for any Narrative Sections for which sufficient space has not been provided on the form. Identify each
narrative by its Part and Section Designation.

The Director General of Revenues, held control of all resources--men, money,
and equipment--for revenue policy implementation, which Included customs policy,

The Customs Department was limited to the determination, assessment, and collec~
tion of import duties and export taxes. It did not have control over an Im-
portant element of duty assessment-~the imported merchandise which is the base
for the taxes. on the other hand, the Customs Department had a fleld organiza-
tion, albeit never clearly defined, over which had no real control because the

be
The Department of Flscal Vigilance was originally conceived to/the investigative
and intelligence organization of the Directorate General of Revenues. Through
a misundersfandlng of Its principal objective, compounded by misguided leader-
ship, the Department absorbed a vast amount of the responsibility normally as=-
sumed by the customs organization, that concerned with the flow of articles,
wares, and merchandise into and out of the ROP. |[llustrative of this misunder~
standing is the fact that 200 of the 300 employees of Fiscal Viglilance are en-
gaged in such merchandise control work. On the other hand, the total payroll
of the Customs Department has averaged about 90. Two-thirds of the employecs
performing normal customs functions were not located in the Department of
Customs,

The picture that emerged, therefore, was that of (1) a Directorate General
Revenues with control over, but not much interest in, customs improvements, (2)
an emasculated Customs Department sandwiched between the Directorate General
of" Revenues and the Department of Fiscal Vigilance, with little influence on
policy implementation, and (3) an aggressive Department of Fiscal Vigilance
which, having grown beyond its originally-concejved limits, recognized no
bounds other than the resistance thrown up by other entities.

Under the circumstances, with rgsponsibility S0 undefined and diffused, there
has been little opportunity for the conception and nurturing of a systematic
plan for change. Efforts of this type presented by outside organizations, in-
cluding the USAID, h.'ve had the difficulty of determining with whom, if anyone,
such efforts could be coordinated.

The Reorganization of December 1955 places the responsibility for such deve lop-
mz2nt and coordination squarely on the Director Gereral of Ingressos, and makes
the Custom Division responsible to him for the technical conception, supervision,
ard evaluation of programmed changes. Fiscal Vigilance has been clearly re-
stricted to its originol investiaative and int«1ligence role. The success of

the reorqanication wili providve a sound bhasis for further improvement of all
IIPECLS OF Custuns endeavor, anc Hill indicate the attitude of the GOP toward
customs idprovemnent.,

UNCLASSIFIED
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This sheet is to be used for any Narrative Sections for which sufficient space has not been provided on the form. tdentify each
narrative by Its Part and Section Designation.

<. lLack of goals and commitment to change in the customs area.-=This factor is re~
iated to faulty organization, since no one had a definite area of responsibility

for setting goals and working toward their implementation.

The Director General of Ingresos, in addition, was and is the head of an organie
zation whose success is measured by the amount of money it succeeds in collecting
for the GOP. He has many choices to make regarding the areas in which he should
~oacentrate the effort and impact of the resources at his command. Since the
overall goal of the ROP and most developing countries is to develop internal re-
sources and to reduce dependence on external resources, the Importance of importa-
tions from abroad and the duties and taxes collected thereon have a long-term
prognosis of decline.

The {mpact of an increasing base for internal taxes and a relatively decreasing
base for customs collection on the DGR's goal of increased revenues Is that he
wiil tend to deemphas ize customs improvements, unless there is an outside in-
fjuence strong enough to promote such changes.,

Sucii en influence has thus far been lacking inside the DGR, in the Departments
of Customs and Fiscal Vigilance. Outside influence has not yet elicited a re-
$omase from the DGR in terms of a planned program for change. During 1958 this
staticity was due in part to the expected change in political administration
ard <baorption in the electoral campaign.

deyond the increased attention of the DGR in internal taxes, the concept of
goal-zetting and purposeful change, has failed to arouse the attention and re=-
cagnition that it should have. While lack of Interest in goals undoubtedly has
histerical roots, its present manifestation Is a certain poverty of human
capital-~the jack of vision of better possibilities.

4+ Hedizere human resources. -=As long as the problem of faulty organization remained
unresolved, the problem of improving the human capital in the customs area was
difficult to attack. There was insufficlent knowledge of the post-organizational

sctiing to provide the training with objectives.

ihe USAID assisted in a training course for investigators in 1957, which was a
case in point. Because of the organizational problem, most of the investigators
v trained were not utilized as investigators because Fiscal Vigilance had no
Capitity or willingness to absorb them in that capacity. Most became, In

feality, ustoms inspectory and some were later transferred to other organizations,

bacieaenting agency performance was faulty, as noted in Part I1-8, in not pro-
vidors perticipant training in lwse few areas in which it would have been useful
e i =],

he clarifcation expected to be proguced wy e resrcanization should provide

¢ ouounu basis for increascd attention to dwproving hunan resources. Therefore,
participant training and local training courses, including Canal Zone-assisted
<ourses, shoutld be a principal fcature of the improvement plan for Calendar
Years 1959 and 1970.

UNCLASSIFLED &b
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dentify each

080 ~ The narrative portion describes the lack of coordination within the DGR.
Also, there has been a lack of outside influence on the DGR from those
agencles having an interest in its customs program=-<the Tarlff Commiss lon,
the Planning Office, the Office of Price Regulation and Control, among
others--to see that non=revenue-producing aspects of GOP policy are carried
out,

082 - Little data has been requested or deve loped regarding the volume and nature
of customs transactions, lmportatlons, and duty collections. Most customs
statistics are developed only by the Comptroller General's Office, and are
not always pertinent to customs needs. This is 3 reflection of the inca-
pacity or Indifference to project planning on the part of the GOP in the
customs area.

083 = The Director General of Revenues has generally been a competent executive.,
Other key personnel have been of mediocre or undependable quality. {n the
customs area, this has been indicative of the real level of GOP interesy.
Continuity in all positions suffered during Calendar Year 1958,

085 - The three-way split in the customs function militated against the adequac.

/

of any single project-related Counterpart organization in the customs area,

087 ~ This was partly a bad fruit of faulty organization. Whenever such problens
have been faced and resolved, it has been mostly due to the personsl inter-
vention of the DGR.

091 =~ The attitude at the Departmental level has been that of passive indifforence
to change and innovation. Littlie initiative toward improvement has come
from that level.

092 - Although the Director General of Revenues is nominally and legally superior
to the Director of Fiscal Vigllance, all DFy's since 1954 have had an
intimate informal channel of communication with persons superior in
hierarchy to the DGR, for instance the Minls ter of Finance or the President,
This has enabled Fiscal Vigilance to grow beyond its reai bounds and has
made it difficult to control even for its own imptovement. This problem
still exists since the reorganization. The manner in which this problem
is treated at the highest levels of the GOP will indicate its real at-
titude toward the reorganization of the GOP, and therefore toward decisions
necessary for cconomic deve lopment ,

093 - When ideas have been generated and accepted, they have sometimes been
killed or altered beyond recognition in their implementation.  Success
has more often been a matter of higher-level interest in a given project.
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094 -

09% -

100 -

101 -
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At this point in time, there Is little doubt that the customs project
would be abandoned if u.S. inputs were terminated immediately. The dif~
fusion of the customs function and the lack of a project~related counter-
part have left the USAID as the chief promoter of unified customs policy
implementation in the ROP, The December 1968 reorganization is expected
to make the Customs Division of the Directorate General of Revenues the
focal point for customs policy implementation.

There has not yet been any experlience with participants. The GOP has in
the past had an organizational incapacity to absorb tralned personnel in
the customs area.

These skills have been lacking below the level of the DGR, and should be
emphasized during the remainder of the project. The resources of the
Employee Deve lopment Program of the Panama Canal Company may be very
helpful in the orientation toward improved management.

The Customs Department has been chronically short-staffed, even as the

DFV has been overstaffed. Potentially capable supervisors have been
retained in technlcal jobs due to the scarcity of trained and trainable
techniclans to replace them. The ROP is relatively rich in educational
resources for basic technicaij skills, with an adult literacy rate of 40%
and considerable sophistication in industry and commerce. But for all

the reasons outlined in Part 111, not enough trained technicians have been
brought into the customs area.,
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PART IV — PROGRAMMING IMPLICATIONS
IV-A ~ EFFECT ON PURPOSE AND DESIGN

Indicate in a brief narrative whether the Mission experience to date with this project and/or changing country circumstances call for
some adjustment In project purposes ot design, and why, and the approximate cost impiications. Cover any of the following considerations or
others that may be televant. (See Detailed Instructions for additional I1ustrative considerations.) Relevant experience of country situations
that were described eartier can simply be referenced. The spelling out of specific changes should be teft to the appropriate programming doc-
uments, but a trief indication of tho type of change contempiated should be given hete to clarify the need for change.

Fot example, changes might be indicated if they would:

1. better achieve progtam/project putposes;

2, address more critical or higher priority purposes within a goal plan;

3. produce desired results at less cost;

4. give mora assurance of lasting institutional development upon U.S, withdrawal.

107 NARRATIVE FOR PART IV-A (Continue on form AID 1020-25 I):

1. Both the Mission and the GOP have recognized the importance of customs as a revenue
producer, as attested by the goal statements of the Mission and the interest of the
Directorate General of Revenues in requesting customs advisor assistance. The
adoption of needed improvements will sustain the revenue importance of customs for
maiy years. Increasing efficiency in the customs area will compensate for a
declining base of customs duties.

Mevertheless, the customs project should be related to another national goal of

the GOP--providing an improved economic climate in the ROP for domestic and private
investrnent, thereby increasing the amount of aggregate wealth on which internal
taxes can be levied.

To this end, a project should be directed toward strengthening the voice and in~
fluence of entities having an interest in the non-revenue-producing aspects of
customs policy and administration. Such entities include the Presidency, the
Taritt Commission, the Department of Financial Affairs, the Office of Price Regu-
lation and Control, the Colon Free Zone, and the Planning Office. One of the aims
of the project should be to develop objective mcthods of evaluating the success

of the customs organization in carrying out overall economic policy determined by
the sane entities. Ycontinued)

(IV-B_- PROPOSED ACHION

108 This mmogar e shonld ba (Place an “'X*7 1n appropriate block(s)):
1. Continued s presently scheduled in PIP.

?. Corj"rquczr]”wir"\ minor crhangc_s_l’r}\ Hn; P1P, mod; at Mirllionhiov»cl (not requiting submission of on umanded PIP 10 AID W,

4. Extonded beyond its present schadule 1o (Data): Mo. Day Y. .. Explainn narrative, PROP will follow.

I perp

__5. Substantively ravisad. PROP will follow. .

6. Evoluated in depth to detarmine its effectivermss, future scope, and duation,

!
N m'@jul&ri with si'_‘;ni"ir:gg? chcnges in the PIP (but not !u”ic Wn?tarequire o revised PROP). A ‘ormo”y lgvlled PP w. i fol"low,' 1
|
t

7. Discontinuad aarliar than prasently scheduled. Date racommended for termingtion: Mo. Duay Yr.,

8.C" v. Explainin narrative. - - e -~f»~m—-w4—»¢~~-ww~»~"~-~ﬂ—~~1-‘"-

109 4@$§59¥£f RE#¥;é%EProjcct Appraisal Report made on the customs project. Further-
more, there was no Project Implementation Plan until the hastily-prepared effort of
June 195 which embodied mostly the existing projects as enunciated in the original
Lhwroral Projects Plan,

keal accomplishments have been made in the customs project, but at this point in
thee tife of the project, 1t is advisable that a subs tontially revised Project Paper
am! Praoject loplementation Plan be prepared which will:

(continued)
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PART 1V=A (Continued)

2. The current customs project is not prepared to deal with several major changes

which will either be carried out, or whose basic planning will be completed,
before the termination of the customs project in FY 1972:

Tocument Airport Terminal Complex.=<A feasibility study will soon be made regard-
iny the design and construction of air passenger and cargo facilities to preserve
Panaa's importance as a north-south and ea@stewest hub of air commerce. The com-
pice is expected to contain an extension of the Colon Free Zone, a fly=in indus=
trial park, and other modern airport facilities. The customs project should take
tato consideration customs needs and physical requirements, changes in import
procedures, Increases in personnel, and other factors so that requisite changes
cav be made at the proper time in the development of the complex.

Rewision of Panama Canal Treaty.--At this time it cannot be predicted when nego-
Ciations will be resumed for a new Panama Canal Treaty between the U.S. and the
GO¥. However, basic plans should be formulated, and revised as additional infor-
matinn becomes avallable, for increased participation by the GOP in various areas
touched upon in the treaty drafts of 1967. The principal areas of customs interest
fie in the operation of port facilities and the addition of new territory to the
{vion Free Zone in the Coco Solo area.

e dasic plans will be formulated within the guidelines of USAID and Embassy
policy with respect to the Canal before submission to the GOP.

Intor-American Highway.==Although this project is not scheduled for completion
until juch later than 1972, it should be an objective of the customs project to
develop viable systems for the in-bond transit of highway cargoes and the rapid
customs clearance of passengers and cargo at highway border crossings. The suc-
cessful development of systems at this time will make their adaptation to the
Inter-American Highway system much simpler.

3. Little attention has been given to the modification of existing customs tariffs
sinca 1957. In a recent report, Tax Policies for the Economic Development of
Panama, by Dr. Milton C. Taflor of Michigan State University, a comprehensive
study of the GOP tariff structure was proposed, such study to be made by an
impartial international organization.

The economic effect of tariff reform is closely associated with the effects of
import quotas, duty exemptions, industrial incentives and other non-tariff devices
involved in economic policy. If the GOP develops and demonstrates interest in

the subject of tariff reform, it Is strongly recommended that the USAID promote
the study recommergded by Dr. Taylor, expanded to include non-tariff considerations
in import policy.
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The current customs project is limited to customs administration, whereas the
reccomended study deals with economic and import policy. The customs project
should continue to be limited to administrative aspects. However, increased
attention should be directed toward providing a suitable foundation for the
study in the following respects:

(a)

(b)

(c)

Identify and solve administrative problems In non-tariff areas within the
existing legal framework.

identify administrative problems created by the existing law for presenta~
tion to the USAID and the person(s) who make the import policy studyp

hmprove the statistical capability of the Directorate General of Revenues,
the Tariff Commission, and other appropriate entities to provide accurate
information regarding the implementation and administration of import policy.

PART {V-B {Continued)

1.

it
.

3.

i

Reflect changes in the purpose and design of the project.
Emphasize the development of human resources.
Reflect a complete plan through FY 1972.

Have flexibility for the hope-for increased Input of the Implementing
agency in terms of additional advisory manpower.

Past project evaluation has been difficult because the Individual projects were
defined in a manner that was difficult to quantify. Doubtless not all projects can
be quantified, but an increased effort will be made on the forthcoming PIP to redefine
projects in a quantifiable manner for easier and more objective evaluation.
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SPECIAL CONSIDERATIONS REGARDING TREASURY PASA PAR'S

The AID airgram regarding Treasury PASA projects outlined several areas of interest
to be included in the Program Evaluation by the Mission. These points have mostly
been g¢uvered in the attached PAR, but within the context of the PAR. Specific replies
to each of these considerations are set forth hereafter:

1. Attitude of host country officials:

a. Higher=-level officials have accepted advice explicitly and implicitly in
fsolated projects. Lower=level officials, those at the Departmental level
and below, have generally not accepted advice until it came down as dictum
from above,

b. The functional elements of customs administration are recognized in the
Customs Department and the Directorate General of Revenues. Fiscal Viqlilance
has not recognized the distinction between the investigative and the routine
operational "permissive' type of activity in either customs or tax adminis-
tration.

2. Revenue increases:

#. Ravenue has increased In real terms, as noted in the attached chart, each
year since 1965, except for 1968. inflation is tied to that of the exporting
country, in the case of the ROP, mostly the U, §,

b. Note attached Chart No. 1

¢. Number of increases in customs collections have been roughly a mathematical
function of the value of imported merchandise. There have been no changes
in efficiency of administration, tariff rates, general policy, or other
factors of a magnitude to divert customs collections from their direct
relation to importations.

3. Coilection efficiency:

a. The annual unit cost of collection has decreased. The value of Importations
end therefore customs collections has continued to rise, while the payroll
of the Customs Department has remained the same. However, this ratia may be
illusory because many customs functions are performed by the Department of
Fiscal Vigilance, whose cost accounting has thus far defled analysis.

b. Yes, to the extent indicated in (a.). The same number of employees has
simply had to handle more transactions.

c. Yes, as noted in (a.).
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L,

5.

014

015

016

020

028

Equitable application of revenue ]aws :

a.

b.

The problem is that it has not changed in such a way as to give Increased
attention to the customs area.

All duties must be pald before the merchandise Is released to the importer.
This system was in effect before the customs project was begun. There iz no
problem of current payment of duties.

Not enough; an audit unit was created and has been active in the Customs
Department. But little progress has been made in making Fiscal Vigilance
a better agent of either integrity programs or law enforcement.

No significant progress for the reason outlined In (c.). The GOP did not
show any ability to channel Fiscal Vigilance effort into meaningful law
enforcement work until the recent reorganization of December 1968,

Public Support:

a,

Changes in the customs area have been duly publicized when they have involved
information on a need-to-know basis to the community=-~the opening and addross
of a new office, for instance. But there has been no public relations
campaign to improve the public image of customs. The USIS has assizted in
various projects to publicize joint “Alliance for Progress' type efforts,

Compliiance has not been a problem in the customs area, so that pubjic in-
formation techniques have not been used.

General level of importations has been increasing, directly affecting customs
revenue,

No other donors in the customs area,

tmphasis is being placed on the right sources of revenue--income tax and
Cus toms~~because they are the two largest revenue producers, 33% and 25%
respectively, of GOP revenue. However, the emphasis on the customs program
should be broadened beyond its revenue-producing role to improve its impact
on the economic climate of the ROP.

Na,

Only one member on the team. Another member needed with skills In customs
inspection and/or investigative work.

(i) The Mission has an adequate standard orientation schedule and a sponsor
for each arriving technician. The system seems to work well,
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(1i) Since June 1968 the customs advisor has participated in the weekly staff
meeting of the Mission Director. This participation has been important in
forming a comprehensive view of what has been going on in the Mission and
to improve coordination of the customs advisory effort with other projects,
even at the cost of a few hours of "coordination' time each week.

0356 - Fluent in Spanish, which has been important since few ROP customs officials
speak understandable English.

038 ~ (i} Training in all these areas was good, lasting a total of one year, However,
due to purely fortuitous circumstances, there was an unfortunate break of
eight months between the end of the training course and assignment to a
Mission, which took some of the keen edge off the training.

(ii) Yes,~=the Director of Foreign Customs Assistance of the Bureau of Customs.

(iii) The visit was useful in clarifying the job to be done by the customs
advisor relative to that performed by the IRS Tax Team. | have no know-
ledge of the effect of his visit on (a), (b), or (c).

(iv) Yes, at least two visits by the Director of Foreign Customs Assistance.

(v) The visits resulted in increased effectiveness of the advisor, in ciarifving
points of difference between the advisor and the Mission. No projert mndi-
fications resulted from the visits, Backstopping by the Bureau of Cusicms
has always been good.

BART 11-8.2
(i) Most participant training for customs projects is technical in nature,
utilizing U.S. Customs facilities in the U.S. It is doubtful that similar
high-quality technical training can be found eclsewhere in the Western
Hemisphere.

In-country training courses of a general nature can be very well performed

in the ROP. Canal Zone and military authorities assisted very atle in ope
course, and can probably assist in other courses covering supervisory skills,
office skills and, perhaps, basic investigative training.

(ii) No. The best technical training is found in the U.S., and all general
courses can be conveniently taught in the ROPOR in the Canal Zone.

(117) No. for the same reason as In I1).

091 - As explained in the PAR, the GOP agreed to its need for customs technical assist-
ance, but it has never committed itself to a program for action, or even stated
its own goals in the customs area. Since this has been largely due to its own
organizational confusion, its commitment may improve as a result of the December
1968 reorganization.

0
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CHART No. 1

CUSTOMS DUTY COLLECTIONS IN ROP, 13965 = 1968

Customs % lIncrease Growth of
Year Collections over prev., year GNP
1965 B/.23,8L40,200 13.8% 10.1%
1966 24,937,100 L4.6% 10.8%
1967 27,911,200 11.9% 8.0%
1968 1/ 22, 285,300 0.2% % - ¥

1/ To end of October 1968
2/ Compared with collections at end of October 1967
3/ No statjstlcs avallable

CHART No. 2

IMPORTATIONS AND DUTY COLLECTIONS IN ROP, 1965 =~ 1968

Total Value Customs Ratio Collectlions
Year of Importations Collections to_lmportations
1965 B/.189,620,000 B8/.23,840,500 12.6%
1966 214,530,200 24,937,100 11.6%
1967 229,365,800 27,911,200 11.9%
1968 v 193,692,400 22,285,300 11.5%

1/ To end of October 1968
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Year
1965
1966
1967
1968 ¥/

CHART No. 3

CUSTOMS DUTY COLLECTIONS AND GOP ORDINARY INCOME, 1665 - 1968

Total Ordinary % Customs % income % Other % Other
Inccae Collections Tax _JTaxes Income

8/. 86,542,200 25.5% 25.7% 24,5% 23.3%
100, 345, 200 24.9% 29.8% 22.8% 22.5%
112,714,800 24,7% 30.3% 22.4% 22.6%
91,748,700 24,37 29.1% 23.1% 23.5%

1/ To end of @ctober 1968

CHART No. 4

CUSTOMS DUTY COLLECTIONS ON MERCHANDISE NOT EXEMPTED FROM DUTY, 1963 =~ 1967

Value of Exonerated Value of Non- Duty Avg. Rate of
Merchandise Exonerated Merchandise Collections Duty
B/.32,162,790 8/.130,613, 343 8/.20,742,300 15.8%
32,648,731 132,740,840 20, 059, 000 15.1%
39,297,652 140, 322, 540 23,840,500 16.9%
44,817,055 169,713,473 24,937, 100 14.7%
53,547,565 175,817,252 27,911,200 15.9%
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