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tive code in columns b and ¢, using the coding guide provided below.

TYPE CODE b TYPE CODE ¢ a. TyPe {d. °-
CODE CONTRACT/ LEAVE
;. t:bséffréy:‘:%lcér;oﬂ o. p:z;«ccuurmc IMPLEMENTING AGENCY PASA/ BL ANK FOR
. ENC Y
3. THIRD COUNTRY 1. UNIVERSITY b-| < VOLAG No. AlD/w UsE
CONTRACTOR 2. NON-FROFIT 1.
4. PARTICIPATING INSTITUTION
AGENCY 3. ARCHITECTURAL &
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6. INDIVIDUAL |—Bevenue Lo LA(TA) 58_00
7. OTHER: 3. Aug. 3

PART | - PROJECT IMPACT

1sA. GENERAL.NARRATIVE STATEMENT ON PRCJECT EFFECTIVENESS, SIGNIFICANCE & EFFICIENCY.

This summary narrative should begin with a brief (one or two paragraph) statement of the principal events in the history of the project
since the last PAR. Following this should come a concise narrative statement which evaluates the overall efficiency, effectiveness
and significance of the project from the standpoint of:

(1) overall performance and effectiveness of project implementation in achieving stated project targets;

(2) the contribution to achievement of sector and goal plans;

(3). anticipated results compared to costs, i.e., efficiency in resource utilization;
(4) the' continued relevance, importance and significance of the project to country development and/or thy furtherance of U.S. objec-

tives.

Include in the above outline, as necessary and appropriate, significant remedial actions undertaken or planned. The narrative can
best be done after the rest.of PART | is completed. It should integrate the partial analyses in I-B and |-C into an overall balanced
appraisal of the project’s impact. The narrative can refer to other sections of the PAR which are pertinent |f tha evaluation in the
previous PAR has not significantly changed, or if the project is too new to have achieved significant results, this Part should so
state.
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2. Revenue Administration

During 1962, Panama was selected for the first fiscal survey undertaken by the
Joint Tax Program of the Organization of American States, the inter-American
Development Bank and the Economic Commission for Latin America. As a result
of the 0AS/IDB Fiscal Survey, the GOP revised the Income tax system ‘in_December
|96k as a major step toward an equitable, efficient and productive income tax.
‘At the same time it was recognized that revenues were being lost because of
Inadequate tax administration processes and untrained personnel. It was not
until 1962 that personnel of the Ministry of Finance and Treasury were covered
Into the civil service and employees secured a degree of stability in their
positions. Tax administration practices had evolved at the personal whim of
transient administrators, audit programs were skimpy at best and operational
manuals notable by their absence.

In recognition of these administrative deficiencies, the GOP requested technical
assistance to the Minlstry’s Directorate General of Revenues (DG!) in tax
administration, which was provided through a Participating Agency Service
Agreement (PASA) by AID with RS,

The USAID/IRS program began in August '63 with the assignment of one long-term
advisor whose primary efforts were to be devoted to improving performance In the
administration of the income tax, Panama's largest revenue source, Preparation
of a handbook for auditor personnel, development of a training program for income
tax auditors, groundwork for a public Information/education program and other
projects were well undesway at the time of the civil disorders in January 1964
which led to the withdrawal of the technlcal advisory programs.,

Later, upon request from the GOP for the reestablishment of a program, a survey
was made of the tax administratlon assistance areas most ‘n need of development
and/or improvement. The survey, carried out during August and September of 1964,
Identified the income tax (audit), collection and enforcement functions as
primary targets for the assistance effort. Accordingly, an IRS~-FTAS Tax.Team
consisting of a tax generalist and two specialists in the collection and enforce~
ment areas was appointed to resume advisory services in October 1964.

Since October 1964, long-term and short-term technicians have been engaged in the
programs mentioned above and in a variety of actlvities in the data processing
installation of the revenue department, in the miscellaneous (excise) tax programs,
in. taxpayer informatien and educatlcnr program, In-service training, and other areas
described more in detail in this report.

008 Narrative for Part I-A

Overall performance and effectiveness of project implementation in achieving

stated project targets has been quite satisfactory. The GOP revenue administration
agency, in the last several years, has made slignificant advances in mechanizing

its operations and in adopting modern techniques in the tax auditing/enforcement
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field.

As pointed up in the Narratives for Part 1-C-1 (item 012) and Part 11-8

(Ttem 079), progress In the administration of the income tax, Panama's largest
revenue soufce, has been especialiy good in the last four years.

Pad

(

it is not possible, of course, to isolate that portion of the Increased revenues

directly attributable to improvements in revenue administration but close,
indirect comparisons would indicate thatijn such areas of identification of new
taxpayers, Increases in individual collections and expand audited coverage,
overall revenues are greater than could normally be attributable solely to
increased national growth. It is also quite difficult to ascertain the portion
of the increase attributable to the 1964 tax reform.

Assuming ro appreciabie slow=down in Panama’s rate of growth in the next two to
three years and assuming no major changes in the tax structure or rates, there
are sirong possibilitles of realizing the sector goal of 10% to 12% increase per

year.

Thus, oroject ccsts are on the decline in terms of cost/benefit ratio.

Moreover, as the administration efficiency increases in various areas, full time
advisory services can be ellminated or replaced by short-term advisors as the
need arises. The transition from full-time to short-term advisors in such areas
as data processing and tax collection is expected to begin in 7FY 1970. The
transition in the Audit program would follow in FY 1971, if the current rate

of progress is maintalned.

(The attachment to AIDTO Circular Al71 sets out special instructions for
completing Project Appraisal Reports on Treasury PASA activities. More
detalled information on Project Impact is set out under item 012, Narrative
for Part 1-C.2. For more details on Resource Inputs, see Item 079, Narrative
for Part 11=B.)
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PART I-B — PROJECT EFFECTIVENESS

009 1-B-1 - OUTPUT REPORT AND FORECAST — (See detailed instructions)
1. 2. ACTUAL AND PLANNED OQUTPUTS (ALL DATA CUMULATIVE)
coon This section is designed to record progress toward the achievement of each project 3 o s. 5.

NO. output target which was scheduled in the PIP, Part 1I. Where progress toward a AS_,%‘;E'::,OR PR_‘?C-;_‘E_iIED
Al'J'g/EW target is significantly greater or less than scheduled. describe reason{s) beneath éS;U{A-cL, :'}ASSE-P FOR
ONLY the target. DATE °-pLANNED b. ACTUAL JUNE 30 PRS]-::EECT

7| 1.Automatic Data Processing equipment installed and '"master Complete 100% 100% 100%
\".|file" of Income Tax, Business License Tax and Property Tax
\ taxpayers developed. System revision in process will provi
for ""transactions" file in addition to master file.
2.Conversion to third generation ADP system. 0 0 0 25% 100%
——|3.Establishnent of O0ffice Audit function in Income Tax Dept.| Complete 25% 25% 75% 100%
~|lk.Establishment of a Review Section in tncome Tax Dept. Complete 100% 100% 100%
— {5.Relocation of Income Tax Dept. to enlarged quarters. Complete 100% 100% 100%
~—|6.Adoption of new filing system for income tax returns Complete 100% 100% 100%
7.Reorganization of GI according to functional responsibi- 10% 0 0 807 100%
lities
3.Establishment of improved tax collection operations. Reor- 20% C 4] 80% 100%
ganization indicated in #7 should facilitate completion of
this project.
'19.Establishment of higher standards for recruiting and tr~in~ 10% 5% 5% L5, 100%
ing.
10.Establishment of effective tax fraud investigation 10% 0% 0 15% 100%
{program,
11.Establishment of Internal Audit/Internal Security 10% 0 0] 15% 10G%
-|programs. Unanticipated by-product of reorganization.
12 .Number of Parégﬁ%gﬁgég.trained in U.S. and/or third 32% 32% 32% 8% 61%
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PART I-B —~ Continued

010

B.2 - OVERALL ACHIEVEMENT OF PROJECT TARGETS

Place an *X*’ wituin: tie bracket on the following seven-point scale that represents your judgment of the overall progress towards project targets:

1

l | , {

X

Unsatisfactory Satisfoctory Qutstanding
PART |-C ~ PROJECT SIGNIFICANCE
on C.1 — RELATION 70 SECTOR AND PROGRAM GOALS (See detailed instructions M.O. 1026.1)

This section is designed to indicate the potential and actual impact of the project on relevant sector and program goals. List the goals

in col. b and rate potentia! and act:al project impact in cols. ¢ and d.

o SCALE FOR COLUMN ¢: 3= Very Important; 2= Important; e 4 acruaL
- IMPACT O
conE 1= Secon.dary Importance POTENTIAL oA TON
NO. SCALE FOR COLUMN d: 3= Superior/Qutstanding; 2= Adequate/Satisfactory/Good; !'_:*:F"::‘CJOT:_ net:ﬁve
(A1D74Y 1= Unsatisfactory/Marginal {F PROJECT T0
o:iEY) b ACHIEVES PROGRESS
) SECTOR AMD PROGNAM GOALS {LIST ONLY THOSE ON WHICH THE TARGETS E’;‘;E_IF:'E"
PROJECT HAS A SIGNIFICANT EFFECT!) STAGE
(1) Sector Goal = Public Administration
To improve the abllitles of the GOP to plan, finance and
implement it’s scclo-economic development programs. 2 3
2) Project Goal = Tax Administration Improvement
4] assnit the GOP Revenue Qgenc to Increase Sgli?ctions by]
0% to 12% per ear thrg?g an_|mproved tax n ?tratlon
system with upgraded audit, collection, tax intelllgence, 3 3
tralning, management and related operations.
41 (3) ) ) -

For goals where column c. is rated 3 or 2 and column d. is rated 1, explain in the space for narrative. The narrative should also
indicate the extent to which the potential impacts rated 3 or 2 in column ¢. are dependent on factors external to the achievement of
the project targets, i.e., is there a substantial risk of the anticipated impact being forestalled by factors not involved in the achieve-
ment of project targets. If possible and relevant, it also would be useful to mention in the narrative your reading of any current
indicators that longer-term purposes, beyond scheduled project targets, are likely or unlikely to be achieved. Each explanatory note
must be identified by the number of the entry (col. b) to which it pertains.

012 NARRATIVE FOR PART I-C.1 (Continue on form AID 1020-25 I):

Unclassified

SECURITY CLASSIFICATION

Page 3

PRINTED g.88






AlD 1020-28 ¢ (7-88)

SECURKTY CLASSIFICATION B PPROJECT NUMBER

e—Anclassified 525-11-720-048 (Tax) .
PAR CONT INUATION: SHEE

This sheot is to he used for any Narrative Sections for which sufficient space has not been provided on the form, ide.ntify each
narrative by its Part and Section Dn.slgnation

Data for 1968 place total revenuc at B/. 119.4 milllon, or app&oxamately 6.9 per cent
ahezd of 1967, The drop in the rate of lIncrease is attributable in large measure to
the political tensions, etc., discussed eisewhere ln this report.

Relating technlcal assistance efforts to Increases In revenue might be done from
two viewpoints. The First being the genera! tax reform of 1964 which became
effective January 1, 1965. That reform was based In large measure on the findings
and recommendations of the 0AS-(DB flscal survey team headed by Professor Milton C.

Yaylor. While the survey covered broad fiscal policy and the gamut of direct and
indirect taxation, the GOP elected to concentrate on Tecommendations dealing with

amendments to the income tax., That the decision was a proper nne is attested by the
substantial growth in income tax revenue over the span of five years. Recelpts In
1967 totaled B/. 34.5 million, more than twice the 1963 level of B/. 15.5 mlllion.

The other element concerns the direct techiizal assistance rendered by the FTAS/IRS
Tax Team., Recognizing the Income tax as the source of greatest potential, the
first advisory effort was almed at developing an audit (enforcement) program to
detect and ¢orrect the widespread under-reporting of Income In flled tax returns,
Coneurrently, advances were made In implementing taxpayer assistance and education
programs to better acqualnt taxpayers with the requirements for repurting taxable
imcome, For more detalis an this element; see the follawing parts of this report:

ftem 022 Pi% (tem No. | Part 3-8, Status ofSchedule
ftem 079 Harvative for Part §1=8 {subopart a)
Prem 106 Narrative for Part 110E {see btem 103)

(3) fLollection efficlency:

(a) The annual unle cost ot <oilection remalned falrly constant over the 1965-
1968 pericd (data are rot avallable for 1964). Note the following table:

Cost of DG Revenue Number of Cost of

Operations Collections - DGt Collecting
Year {mil3iuns) (mi1lioms) Emp loyees B/. 100,00
568 T R N B NS
1966 2,043 8z.2 776 2.48
1967 2,626 92.4 . 917 2.84
1968 {(Est) 2,823 104, 1 931 2,71

(b) Advisory activity In the Collection area has beem concentrated on the Panama
City headquarters operations since that actlvity callects the major portion of
central governmens tax revenue. Having a large public reception and cashier staff,
the Collectton Division In Panama Clty lerds itself to volume processing techniques.
By contrast, the collection function In other provinces is carried out by individual
special coilectors" In madium and small conmunities. These ''special collectors'
are political appofntees, whiy often do pot possess the formal educaticn, have had
no training for tax <ollection duties and who work aleone. Presently, there are 77
"speclal collecters" in this category. Thelr compensation is derived from the
commissions retalned on taxes collectad,

Unclassifled
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The tax advisors have repeatedly counseled against contlnuing the "special collector
operations, urging that regular career clvil servuants be placed in the provincial
headquarters office and ke glven responsibiliity for collecting all current and
delinquent taxes in the provinchial area. Subject to control and discipline of the
provinclal director, regular employees could be given tralning programs in effec~
tive coliection technliques and could be utlilzed In a variety of tasks not
performed by the ''special collector' ranks. For example, regular employee
"Collection Officers" could assist taxpayess in preparing returns, participate

In canvasses for delinquent taxpayers, complete variocus pre-processing operations
on tax returns and other documents flowlng to the Date Processing Department, etc.
At presenmt, none of these functions are being dore In the previnclial offices in
the interfor evcept by temporary asslamrment of headquarters officeAudit Division
personnel, it is doubtful §if a tralning program would ever be undertaken to equip
"speclial coliectors' for these tasks becanse of the high cost element involved.

An Impertant breskthrough was made in the veorganization plan approved December
1968. 7The plan autharived the Director General of Revenue to eliminate the
"special collsctay’ pasitions Im the three largest provinces. While only four
positions are lnvelved, It paves the way for later zcticen to eliminate the
remaining positions. Another feature of the plan which will faclilitate that
action Is the provizian for allow’ng taxpaveis to pay their taxes at amy National
or commerctal bark, This wlii be develeped In due time and it should do much to
eliminate the problems attending the inefficlent "sperial collector' system under
which ihe department nmy aperstes.

An example of a succeszfully implemanted improvement projext in the coilection
area Is the rec~nily adopted machine-generated tax dellnguency notice. Un/:¢

the prior manual zystem cne empiovee ¢ould prepsre and matl from 1F to 25
delinquency rntives per day, Using a newly designed contlinucus-feed form, the

ADP Department initlates the notlces and delivers them 2o the Collection Depart-
ment for processing and mailing, With the new system, one employee Is now able

to issue severai hundred notices  each day. Upon completion of the tegt operation
in Parama Province, the new avstem will be installed naticnwide.

(c) As the tzble in cavagiaph {a), above, sheows, revenues are increasing at a
faster rate than total siaffing of the reyvenve agency. Staffing in the collection
activity has remalped fqlrly wonsztant over the last three to four years. Large
Increases toock plave :o the jacome Tax Pepartment In 1966-67 when 60 new auditor
persornel were hived, n the same period, the staffing of the Fiscal Vigilance
Department grew substantially., Mozt of the personne! in the latter department
have been utiiized fv wustoms-type activitles rather than on tax fraud enforce-
ment programs, the real purpose for which the Fiscal Vigilance Degzartment was
created, The recrgznization plan dlscussed =zarlier strengthens the auditing and
enforcement furztizns and will clearly delineate the customs=fiscal vigllance
functions.
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(5) Public Support:

(a) Revenue administration improvement efforts are usually given newspaper
coverage., On occasion, local television stations participate by making announce-
ments, conducting interviews or covering an event in newscasts with film taken on
the scene. Important events or developments are often made the subject of press
conferences by the Director General of Revenue or the Minister of Finance. Some
of the Items receiving good publicity In recent perieds include: new, simplified
procedures for returns required from ranchers and cattlemen; relocation of Income
Tax. Department to modern, spacious quarters in a convenient downtown location;
the creation of permanent duty stations for Income Tax Department auditors in
provincial offices (though short-lived, this move was aimed at improving the
audit (enforcemant) programs in the interior); reorganization of the Revenue
Department,

It Is rather difficult to measure public response in general to the publicity

given administrative improvement programs. As a rule the taxpayer remalns quiet
until he becomes personmily involved or affected by a particular program or

revenue department project.

Internally, the Revenue Department does have a good-in-house publication which
covers accomplishments, new developments and detalled statements of functions,

and responsibilities of the various components. Published monthly, the information
bulletin is widely distributed.

(b) Newspaper, radio and television coverage of important tax returns or tax
payment due dates keeps the public informed of its obligations. In substantially
all cases, the releases represent paid advervisements. Panamanian newspapers,
radlo and television statlons rarely offer free space or time for tax information
subjects. Numerous efforts of Revenue Departmznt Dircctors to enlist free support
from the media '"as a public service'" have proved unsuccessful. As a result, the
operating budget of the Revenue Department includes an advertising account. Like
other operating accounts, it barely covers - or fails to cover adequately - the
minimum needs.

There is no doubt that these information releases promote better compliance. The
frequent reminders of penalties or interest on late payments do encourage the
would-be delinquents to make timely submissions of returns and payments.

A relatively new but high-potential public information/education program is the
Tax Lecture Series given in Panama City high schools and colleges. The 1967
program covered more than nine thousand students. Aimed at promoting a better
understanding of the Panama system of taxation and the benefits inyring from

tax monies collected, the lectures shouid promote a healthy attitude among those
young people toward their civic responsibilities as a taxpayer In later life.

Unclassified
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021 NARRATIVE FOR PART ]=C.2

0l4 Effect of outside factors

Looking to cutside factors which have been operating to increase revenues
one mupt consider the general economic growth as the most important
contributing factor. Panamanian economy in the eight year perlod 1960~
1967 has grown at the rather extraordinary rate of 8.4% per annum, an
accomp!ishment probably unmatched among develeping nations. This

growth has been achleved under relative price level stabllity with the
cost of living rising at approximately one per cent per year. Note

the follawing table of rates of growth of the gross Internal product

by sectors:

Annual
Rate of Growth

Sectors 1960~ 1967
Agriculture, livestock, forestry, fishery 6.3%
Mining and quarrying 8.9
Manufacturing Industry 12,0
Construction 8.4
Electricity, gas and water 1.1
Transportation, warehousing and communications 13.3
Wholesale and retall commerce 8.9

Banking, insurance, real property, and other

financing establishments 13.8
Home Property 4.9
Public Administration 7-9
Public and Private Services 5.1
Services provided to the Canal Zone 10,3

Total B.4%

Data above are measured in 1960 constant prices. {(Source: Statistics
and Census Division, Contraloria General de la Replblica).

For comments on other factors, including the 1964 tax reform, see |tem
012, Narrative for Part 1-C~1, of this report.

015 Other donors or advisors

The Fiscal Survey of Panama conducted by Professor Milton C. Taylor
in 1964 under auspices of the 0AD-iDB has already been discussed
under paragraph (2), item 012, Narrative fer Part 1-C-1.

in addition to the above, Professor Taylar returned to Panama in

September 1968 under a USAID personal service contract tc evaliate
the GOP actions on the 1964 Survey recommendatlions and to ascertsin

Unclqsslflgd
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[ deslrable changes in general fiscal policy to enhance continued growth
. and development. Professor Taylor’s report on this iast survey has

! been delivered to the GOP for analysls and conslderation. At this

| writing, no announcemer.t. have been made by the GOP concernling the

prlicy recormendations .

018'Requlremer5§_for new technical ald

No new technical a:d requirements are envisioned In the near future.
Proper emphasis has been placed and will continue to be placed on the
income tax by the technlcal advisors. in additicn, as the rural
property data compiled by the Agrarian Reform become available to the
revenue department, property tax rells will be er»panded and any tech-
nical essistance necessary to implement that program wilil be provided
by incumbent advisers or others avallable in the regular course of the
PASA contrac:.

020 Country media coverage

There has been very little coverage of this project activity In country
news media. There have bean no knmown mistakes of unfavorable publicity
directed to the United States because of the project activities.
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PART 1l ~ IMPLEMENTATION REPORT

_H-A - STATUS OF SCHEDULE

022 A-1. ~INDIV|DUAI ACTION* (Sn-u det.ulod .nstmmons M.0. 1026.1). This is a listing or rnajor actions or steps which were scheduled
for physical start or contmuing unpl(.mentntmn_ in the repoiting period as reflected in the Project Implementation Plan, Part 1.

(o)
PIP

ITEM
NO.

10

R

MAIDD AT IONS OR STL
DE DCLAYY

CAUSIES AND RESULTS
R!;MEDIAL. STEPS

(b}

ONE COLUMN

STATUS - PLACE AN "'X'"" IN,

(N
BEHIND
SCHEDULE

(2)
ON
SCHEDULE

(3),
AHEAD OF
SCHEDULE

first paymcnts of 5)69, ‘witheh should result in
Increased accuracy and reduted costs of data prepara-
tion. Consideration of third generation equipment is
systems improvemants.,
Incorporate lliquor, customs and miscellanecus taxes
into AOF svstem,

inftial studles have been made ® the arca of
customs which indlcare the must econsmical method of
establishing ADP systems in the free 2one aztivities
would be thsough the use of a ccoperative ADP install
tion which wculd share equipnent and provide timely
data foy inventory centrol to the cllentis ana custams
contro! to the aduama. FEfforts to establish such a
cooperative are uaderway but inconclusive. One
anatyst hes been assigned and will continue to study
the potentizl ADP applications in nther areas of
customs., OQOtner misceilaneous Laxes @nerally yepresen
small voiumes, s the pofential advantages of automa=
tion are in improved service and bztter management
information, nni reduced processing costs. The inlti
effort in these areas will be an attempt tc integrate
them into the svst faor processing lacome tax or
property iax,

2ms

Develop and iuwlﬁmegt
for all classes of ¢

“The preparatory wolk was scheduled to begin Januar

t_tax fraud lateiligence programs

1970, however, the recrganization plan discussed
earlier clearly established tox fruud investigations

functions in the Fiscal Vigilance component of the
revenue deparstment, effective january 1, 1969. Since
personnel for that function will be identified early
in January 1969, olanning and organ’zinug work progra
must commence Immediately,

Operating manuals and procedures must be written
and training programs must be desioned. The impor-

greater voluntary compliance cannct be overemphasized
Conslderation will be given to the assignment of a fu
time technical advisor under the IRS PASA agreement.

tance of the fraud investigations program in promoting

contingent on the sltuation after complelion of current

|

'MINTRD 9.¢8
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023

PART il - Continued

11-A.2 - OVERALL TIMELINESS

In general, project | implelnenta!ion | (pldce an_ 3 in one block):
{a) On schedule o L X
(b} Ahead of schedule e
BLOCK (c): !f marked, place an X" in {c) Behind scheduie B
any of the blocks one thru eight that . (1) AlD/W Program Approval
apply. This s timited to key aspects of {2) Implementing Agency (Contractor /Participating Ageicy/Voluntary Agency)
implementation, e.g., timely aelivery of - —
) (3} Technicians
commodities. return of participants o i el et
. . s (4) Participants
assume lheir  project responsibilities, —-*-;“C—T-*'—' F;__T__----" -----
cooperating countiy funding, arrival of ... 5] Comm |ers (non- LR
technicians. ___{6) Coopeiating Country o
(7) Commodities (FFF)
- o (8) Other (specify).
_ e e e s e e e .A”_M&E;:RESQHBEEJNB!Tim"M_ —
This section appraises vhe "ffevtlven”h uf ‘J . resource inputs. ‘There follow illustrative lists of factors, grouped under Implementing
Agency, Participant Training and Commudities, that mighi tnfluence ihe eifectiveness of each of these types of project resources. In
the blocks after only those factors which significantly atfect project accomplishments, write the letter P if effect is positive or satis-
factory, or the letter § N if effect is negative or Jess then satistactory.
_____ 1. FACTORS-IMPLEMENTING AGENCY (Coniract/Fariicipating Agency/Voluntary Agency)
024 IF MO IMPLEMENTING AGENEY IN T H|r 032 Quality, comprehensiveness and candor of required reports P
PROJECT‘ PLACE AM '"'X'"' It THIS BLOC 033 Promptness of required reports P
025 Adequacy of technica! knowledyz._m_ o i o "f?_kggil“{\ﬁdperence to work schedule P
026 Understanding of project_purposes o ) P 035 Vlorking relations with Americans P
027 Project pianning and Management __P’ 036 Working re!ations with cooperating country nationals P
028 Ability to adapt technical knowledge to tacal mtunnon _.” 037 Adaptation to local working and living environme nt P
028 Effective use of oarticipant training ~le|_p_gqt._“_ o wf_' 1_9}5;‘_!_~l_omn office hackstopping and substantive interest P
030 Ability to trainanu utihze soeal statt . P 039 Tumely recruiting of qualified technicians P
031 Adherence to AID admintstrative and other mruremams P | 040 Other (describe): -
o 4. FACTORS-PARTICIPANT TRAINING
M1 p NO PARTICIFANY CLEMENY (N FROJECT. TRAINING UTILIZATION AND FOLLOW UP
PLACE AN x'“ VHIS BLoc: | 057 Appropriateness of original selection P
PREDEPARTURE
(53 Retevance of training for present proje st purposes
042 English language ability ) _? B J» o (A B .-,__._AWN._P.,_D proje:t purp P
043 Availability of host country funding # 1 054 Appropriateness of post-training place ment P
044 Host country opermrn( l ror._.ldpr.muns (e . wlecuon ! - e g . R . .
procedures) } p ot 055 Utility of training regardless of clanges in project P
L T T T R -
045 Technical/professtona! yualificaticr s o 1 056 Ablluy to get meritorious itieas accepied by supervisors P
046 Quality of technical oriantation P | 057 Adeguacy of performance P
R UPUUUPUS SR RGOS
047 Quality of general orientation { 1> [ 058 Continuance on project P
048 Participants’ collaboration i planning content of jrogram N 059 Avallab!luty of necessary facilities and equipment P
049 Collaburatlon by narucnpanls SUNEIVISOrS in plannlnp N 060 Mission or contractor follow-up activity P
training [ DR
. | 061 Othnr desulbe
050 Participants’ availability for training ] ( ¥
051 Other (describe):
Unclassiflied
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PART lI-B ~ Continued

3. FACTORS-COMMODITIES

PLACE AN ''X** |o62 -f 002 064 NO 072 Control measures against damage and deterioration
IN APPROPRIAYE | res MON: FITE comionr v [ 2 C g ge and dete
BLOCK: ELEMENY in shipment.

065 Timoliness of AID. W program appreval (i.a., P10/C,
Transter Authorization). 073 Control measures against deterioration in storage.

iti : tiratione
066 Quality of commodities, auhercnce tu specifications, 074 Readiness and availability of facllities.

marklng‘_—._—. + eem ae mm mmmt e A ewimms crem vnm b et sef e ——— ot . &
067 Timeliness in procurement o secoiditioning. 075 Apgropriateness of use of commodities.
068 Timeliness of shipment 10 poit of entry. 07G Maintenance and spares support.
069 Adequacy of port and inland storage facilities, 077 Adeyuacy of property records, accounting and controls.

. . ) 078 Other (Describe):
070 Timeliness of shipmant from part {0 Site.

071 Control measres against inss and thafi, i

v—nn i+ it e S o el

Indicate in a concise nariative statement (undes the heading a. Overall implementation Performance, below) your summary appraisal of the
status of project implementaticn, 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 appraisal of the comments provided under the threc headings (b, ¢ &
d) which follow, For projects which include a doliar inpuot for generation of focal currency to meet local cost requirements, indicate the
status of that input {see Detailed lustructions).

Discuss separately (under separate headings b, ¢ & dj the status of implementing Agency Actions, Participants and Commodities, Where
above listed factors are causing sigrnificant probiems tmarked N3, desciibe brefly in the appropriate narrative section: (1) the cause
and source of the problest, (2) ths conseqrences of not comecting it, and {3; what corrective action has been taken, called for, or planned
by the Mission. Identify each fartor discisseu by its numbes.

079 NARRATIVE FOR PART *-83: (After narative secuon J. Overait implementation Performance, below, follow, on form AID 1020-25 |
as needed, with the tollowing narrauive section neadings: b, imp!=mertine Agency, c. Participants, d. Commodities. List all narrative
section headings 1n order, S0 any headings whice 2re ot applicatle, marv them as such and follow immediately below with the next nar-
rative section heading.)

a. Overall Implementation Performance,

PRINTED 9.08 SECURITY CLASSIFICA FION Page 7
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079 WARRATHVE FOR PARY §3-B

a. Qverai} tmolementation Performance,

'"In general, project implementation performance has been quite satisfactory and
plans are proceeding an schedule. Yhe baslc concepts for operating efficlent
auditing, cnllecting, data processing, taxpayer assistance, public information
and velated tax administrasiaon programs have heen communicated and are generally
understood by key maragers, What remalns s the implementation. Progress is
dependent, of covrse, upon available human rescurces and their capabilities to
assimilate the expanding technical complexiries of modern tax administration.

‘Mechanization of the processing, asceunting and tax billing operations is
advancing satisfactorily in the datas processing activity, with the taxpayer
"master file' concept !nstalfed and working, Piroblems have arisen as a result
of faulty data introduced iatn the system upon original installation and as a
result of inadequate advause planning prlor to conversion to automation. The
vresclution of these problems vegulies time, patience and technical competence.
Adequate programme:/analyst sersaonne! ars on board and working ... as thelir
tralning and experiences progrex: their abilities to cope with the problem
situations Improves., O hslanse, the Panoma data processing operations are in
relatively gond posii.an ans the preopents for responding to management®s future
necds are exceilont,

Modersn tax retuwsn audiiing concects have been accepted and installed. Returns
are screened {classilied) far errors aad asz’gned to eitiier an office interv'ew
or a field investigation unit, deperding upon complesity of the tax return and
technizal issue inmvolved. Until edoption of the reorganization plan, auditing
was limited to inceme tax verturns . Under the new structure, effective January
1, 1969, the "audii a0d Dlabne Dlvisioe' assumed responsibillity for examining
all types of tax returns. fu wonjuastion with the auditing function, an
appeals system has been i{mgtalii Tor grvanting administrative reviews of
contested tax cases. Further neogress in establishing an effective, fair
appellate system was made in the December 1968 reorganization which established
the "Junta de Apelacionas" as the second and final administrative review level
within the revenue departmant .

1
1
]

“Efficiency 'n the collectlon nvaaraas should be increased substantially as a
‘result of the reorganization of the revenue department, That plan provided for
the long needed centralized contu~| sver ¢ollection actlvities. Previously,
collecticn activities in the intericr provinces were under control of a supere
visor of provincial offices whlie collestions in Panama province were under
the Director of the Collection Department, More effective use has been made
of data prccessing in collectlan mvagrams and the potential for further
applications Is very gocd.

Unclassified 7a
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The enforcement program has laaged, never achleving expectations of the 1964
plans which created the Fiscal Vigilancs functlon, Its preocupation with
customs facllities and custems<type activities lead to consliderable confusion
&nd coniilcts between Fiscal Yigilance and Customs Departments. As a result,

a tax fraud Investligatlone function never materialized. The December 1968
reorganization plan clarified the roves »f the respective departments and paved
the way for development of an effective tax fraud investlgations arm.

Efforts to increase the ravenue frem taxatlon of rural lands have not materlalized
because esscntial data required by the Directer General of Revenue have not been
supplied by the GOP agency having responsibility for that function. Cadaster
projects startesd more thas a decade ago have ylelded little If any useful data
upon which property ftax assessmeats could be made. Political considerations

as well as project mismanagement hindered progress. The problems may be
approaching reselution, however, If the GOP approves the pending plans for
establishing a new agency within the Ministry of Finance to install and main-

taln tand secords which shall serve as the basis for assessing taxes as well

as for other purposes,

bo implementing Agency.

Comments below fulle: the cutllne contaived In the attachment to AIDTO Clrcular
A=171.

025 U.S. faternal Revenue Seivice payscoanel serving on. long-term and on
temporary duiy &ssignmeni have, in the maln, come fyrom management or
executive levels In the district, realonal and national offlces. The
majority have served the in the tax agency for more than twenty years.
Technical kncwledge In their fields of specialization - auditing,
cotlerting, enforcement, data protessing - has been more than adequate
to deal effectively with the basic andintermediate levels of development
found in thelr sornterpart activities,

028 Vast diffevenves exlst heiween the cophisticated modus operandi of the
U.S. tax admirdstiation and that of the bost country. What may be a
miner technique or ancspted, routine practice In the one agency could
represent a highly advanced, ¢omplex approach that could serve no
practical purpose in the other, The abillty to adapt modern practices
to sometines primitive oy badiv orlented functions, therefore, calls for
consideraeble Imagiration and ingenuity. Fortunately, most of the techni-
cians woriking in the penjest have come from supervisory and management
posltions and have dealt with a variety of problem situations at grass
root levels of the tax administration agency. Moreover, they are
experfenced n coaching and developing understudies and subordinates.
Overall, tax tesm members have heen used effectively to achieve objectives.

035 (i) Misslon orientatinn for new arrivals on post consists of prescribed
visits with various department heads for briefings on mission procedures

Unclassiflied
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and practices and a private consultation with the Mission Director
who reviews broad mission program ebjectlives and the role of the tax
adminlstration improvement project in the countiry asslstance program.

{(ii) fn addition to the ¢ontacts In {1}, above, the Senlor Tax Advisor Is

in reqgular, frequent contact with the Chief, Public Administ~ation
Division, ard with the Deputy Dlrector of the Misslon. The Senlor
Advisor also attends the Mission Director's weekly staff meetings

and speciai meetings of senfor staff membars called from time to

tima, The Miszlon Director snd the Senlor Tax Advisor have appeared
together at varlous briefing sessions conducted by the Director General
of Revenite, the Minfuier of Frirance and ather GOP officlals.

Excelient commuaicarinons and workling relations exist between the tax
team and misslon officrals.

036 Language proficiency of Lhe wajorivy of the team members has been at the

038

PRINTED #.08

§=2 level or better. Home munbzrs hawve veported with virtually no language
prafiriency, the ipgent need ‘oo theirs services having curtalled language
training prearans or elininated them entireiy. The Interpreter services
provided uniler the projoct aareenznt were genzrally able to brldge the
communications gag, ruwever, the effectiveress of the advisor was certain-
ly not at the leyel 7t +ould howe been had the advisor been proficient In
the Spanish languaage, While Enqlish is conmanly spoken in Panama, there |s
a definite nzed for techsical zdviser: (o bave a rceasonably good working
abiitty with the Spenfsh lenquage., Theie is no question of the importance
of that qualifleaation, ic Is ezsential.

{1) The reguisr train'ng prroarams sonducted by the Internal Revenue
Service and the forelgn Service psritute, State Department, are aimed
primarily at language study and brlet exposures to the cultural, socio-
Ingical or phyzleotogical aad geniaglical Yactors of the general area of
the technlcian’s foralgn nast, Not a great deal of time is devoted to
the techniques of rendering technical assistance, Thls Is a shortcoming
which, deparding upnn the backaround snd experlience of the technician,
could be sorious. A rathos simole, but practical tralnlng program
patterned arourd the mater ial <ontained in the Unlted Natlons Technical

Assisianza vomplilet entitled "Briefing of International Consultants!
could well ¢ivv - the Pechpistas.expert for his filrst venture in the

fleld of technica. assista.ce *3 o develuping nation, That publication
is distribured by they [valning D'rector, USAID, Washington,

{1F) The first visit by a I~easury official was in May 1963, when Mr.
John Carey reposted for Jduty in

and

§181) AL Instruch the auditors in mesheds and procedures for detecting

1

tax avoidance {n business Income tax returns, and

B. Assist the Director, income Tax Department, In establishing a
program almed at achlieving and malntalning integrity in the
tax offlicials.
Unclassified
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auditing function is being expanded, it is unllikely that any of the audit
trainees will be adveirsely affected or shifted out of the key positions
they cccupied in the predecessar insume Yax Department. While the
Collection Pivision is also being abolished the collection function

is being assumed by the newly established Pamama City Regional office.
Thus, the trainees from that area will cuntinue to work in thelr

fields of specialization.,

The quailty of truining administered under the INTAX program has been
excellent, covering modern techniques and practlces at various levels
of tax administration from snali zene or area offices, up through
district {state wide), regional {m:iti-state areas) and national offices.
The program alss includes visits o and orientation sessions in the
data processing cperatlions of RS Area Sevvice Centers. Because
participants from several different countries may be attending the

same course at the same time it iy not possible for the programs to be
designed to fit zhe particuiar, soecific needs of mach individual
trainee. That is ro say, program materia! may cover systems and proce-
dures considerably mcre advanced and sophisticated than these of the
participant’s native land. 1t is a0t the intent of these programs to
teach the trainee how to adopt the advanced U.S. systems to his own
operations but rarhae o soquaiet him with basic principles of modern
tax admiristration which ~an he adapted toc lezal operations and which
can serve as the building blocks for more rapid advancement as the
capabilities of fhe tax agency imgrove and as the polltico-sociologi-
cal envirorments ncemil .

For the reascas nwesiioned, some Jeturned participants have voiced
dissatisfaction aver fioveriage of what they viewed as '‘unrelated
materiai' or subjentz st a highar level of complexity than their
positions at home encompassed.  he seluticon, they usually state,
would lie in trairee and zaperviscr parvtlsipation in the planning
of the course tontent.  Furent in those cases where all trainees in
a particular class wore fron the sume country and from the same
functional a-we, we fzel that iz would be neither prectical nor
desirable to attempt !raincedsupevviser sarticipation In course
develooment

Factors OU8 and C4G of ®art {:-B-Z show & rating N only for tae
purpose 2f pointing up pa. v civant ‘supervisar expressions on the
subject . v l¢ nmab dinteuwded to reflect a4 program weakness needing
correcticn.

The failowing paints relate to the specific questions on page 4 of
the attachment ro &0V Citcular A=171:

(i) VYes, in-country Lrainiry programs might be organized to replace

scne of the programs now adminlisteved in the United States. This
would considerably minimize the funding problems which now limit

Unclassified
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the number of persons avallable for training. One advantage of
the sut-of=country training that would be sacrificed in the in-
country programs is the opportunity for the trainece to mix with
participants from other nations and broaden his knowledge of tax
systems other than his cwn. Alse, when a trainee !s away from
his own duty station there are fewer opportunities for tie
training to be interrupted by prescures at home or on the job;
the trainee can devnte his full, undistracted time toc his class~
room and after hours study.

{11) Reglonal programs, Central America for ex@mple, might well be
substituted foi some programs now gliven in the United States.
This would reduce travel cnsts per trainee and could result
in larger enrollment. Also, it would provide opportunities
for the inter=change of ideas ameng participants of several
nations, a feature that would te lest in the in-country program.

(i11) Mobile training teams could be used tn =ase the serious shortage
of qualified instructors now existing in most developing nations.
Teams could operate effertively in both the in-country and
reglonal programs. For in-country programs, ideally the team
could participate ir zurvays of training needs and in the develop-
ment of material tailored to suit the specific needs of a section,
divisicn ¢r department of the revenue administration agency.

Unclassified
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PART Il - ROLE OF THE COOPERATING. COUNTRY

The following list of illustrative items are to be considered by the evaluator. In the block after only those items which significantly
affect project effectiveness, 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:

080

Coordination and cooperation within and between ministries.

081

Coordination and cooperation of LDC gov't. with public and private institutions and private enterprise.

082

Availability of reliable data for proiect planning, control and evaluation.

083

Competence and/or continuity in executive leadership of project.

084

Host country project furding.

085 Legislative changes relevant to project purjoses.

086 Existence and adequacy of a project-related L.DC organization.

087 Resolution of procedural and bureaucratic problems.

088 Availability of LDC physical resourca 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 conditlons specific to project.

093 Capacity to transform ideas into actions, i.e., ability to implement project plans.

094 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.

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 cdit system).
098 Other:

HOST COUNTRY COUNTERPART TECHNICIAN FACTORS:

iz loiololc kot loielobe| lviolvlvlolzlv 4o

099 Level cf technical eru.ation and/or technical experience.

100 Planning and management skills e

101 Amount of technician man years available. o .

102 Continuity of staff, o e __t_

103 Willingness to work in rural areas, e

104 Pay and allowances. e —

105 Other: o
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 isclude brief statements covering the nature of the problem, its impact on the achievement of project
targets (i.e., its importance) and the natura angd cost of corrective action taken or planned. Identify each explanatory note.
106 NARRATIVE FOR PART iil (Continue on form AID 1020-25 1);

UNCLASSIFILED
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PART {10 ~ Role of tihe Cocoperating Country.

106

NARRATIVE FOR PART 130.

' The GOP role in project planning, implementation and foliow=up activities

PRINTED 0-88

throughout the life of the project must be rated very satisfactory.
Political tensicns and uncertalnties attending the national election and
changes in GNP administrations in the last several months have slowed
progress or diverted attentlion from scrme project actlvities, however,
management bhas been fairly successful in meeting the revenue collection
goals established in the paticnal budget. Consfidering the circumstances
under which the revenue aepartment operated in the last year...civil

riots and disorders, political campaign platforms discouraging payment

of taxes, changes in tax department leadership, low morale due to employee
unicertainty over job retention rights or admiaistration change-over,
military take=over of eleven day cid "new' administration,..the feat of
exceeding last vear’s tax coallections and almost meeting current year goals
is a rather significant indicator of the stability and capaclity of the GOP
revenue adninistration arm,

Quite impressive too was the sudden, unexpected interest of the ruling

junta in reviving a more than twa year old plan for reorganizing the

revenue departmant inte a more eificient and effective operation, At the
request of the junta, the propenent of the plan, Dr. Menalco Solfs, was
recatled ¢rom his Washington, D. C. post of Executive Secretary of CIAT

{an oraanization of Latin American tax administrators) to assist in updating
the plan and presenting it to the junta and the civilian cabinet. The plan
was enacted into law on the same day it was presented. Thls represented a
follow=up on erforis «f ecariier adininistrations, of course, but it exempli-
fies the attitude of the present adminictration toward project objectives.

Several factcis above have beer rated N. The reasors for these ratings
follow:

083 Since August 1964 there have beer seven full=time and one acting
Director General of Revenue. HNote the follewing summary of tenures:

Dr. Nufez August 1964 to February 1965

Mr. Qulrds March 1965 to May 1965

Dr. Solis Jure 1965 to October 1967

Dr. Arlas October 1967 to June 1968

Mr. Ucros , June 1968 to September 1968

Mr. Velarde Oct. 10 1968 to Oct. P2, 1968

Mr. Montenegro {acting) Oct. 12 1968 to Oct. 31, 1968

Dr. Castro November 1, 1968 to present
UNCLASS!FIED

SECURITY CLASSIFICATION Page No.



4D 1020-28 | (7-88)

JIECURITY CLASSIFICATION PROJECT NUMBER

UNCLASSIFIED 525=11-720-048 (Tax)

P*R CONTINUATION SHEET

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

This frequent change in leadership, attended by changes in
emphasts and direction, has disrupted program plans, slowed
progress and, in some cases, resulted Im completeiy new
courses being adopted. While many advanceﬁ*were made with
each administration, some previousiy started programs holding
much promise lost momentum or were indefinitely postponed.

Facilities and equipment have been sorely neglected, particularly
In offices away from the headquarters., 7Tax offlces in most
locations in the interfor are fn bad state of repair and
mafntenance, contributing to a most undesirable image of neglect
and inefficiency., Operating budgets of the DGI for the last six
yeayrs have heen wholly imadequate to cover true needs., Recent
budgets for this itam were as follows:

&

1968 8,000 1966 $8,900
Ygo7  $6,700 1965 $9,000

The total hudget of the DG for the years 1966, 1967 and 1968
exceeded $Z miliion for each year,

098 Other. In the Jast four to five years there has not been a single
case of tax evasicn prosecuted by the GOP, Though adequate
penalties exist for under reporting of income, exaggeration of
expenses, delinquency in depesiting withheld payroli taxes,
refusal to provide infurmarion, providing of false infocrmation,
etc., and the mechanism for investigations was created in 1964,
ne violators have beem prosecuted, The Fiscal Vigilance Depart-
ment was created January §, 1965, and charged with enforcement
of the rustoms, !jquors, miscellianesus and income taxes., f#ts
staff of more than 200 persoine! has devoted time and efforts
almost exclusively te p2lifcing custoins operations., The other
taxes have been lgnored. If veluntary compliance is to be
prometed the law viclators must be detected and made to answer
for their crimes. As ia many less developed countries, there is
in Panama a passive attitude toward impriscnment for taxes. It
is uniikely that tax evaders will be subjected to much more than
nominal monetary {ines. The reciganizaticn plan of December 11,
1968, spacifically charges tne Fiscal Vigifance activity with
responsibility fur jnvestigating tax fraud, §t would appear then
that the way for renewed attention to this important function has
been copened.
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Only fn the last two years has much interest been shown in
extending the audit program to cover taxpayers residing in
other than the three maln cities - Panama, Colon and David.
While it is true that the majnr portion of revenue §s derived
from those areas, tiiere are many taxpayers residing in other
territories who should he subjected to- the saime scrutiny, as
large city develliers. Rosognising this meed, the DGI attempted
in June 1968 tv establish permanent auditor positions in all
major provinces, Empleyee discontent with forced relecation
and poor supe~visian lead to the discontinuance of the
program in Septemher, One solutisn is the audit coverage of
Interior areas by personpel on temporary assignment out of
the headquarters. 7This s contamplated in the reorganization
plan adopted December Vi, 1968,

Returning now to specific operational and sounterpart factors,
counterparts in most instances have been career civil servants
with many years of experience in thels respective areas. ~s a
result, counterparts are well informed on operations and
cognizant of sevious problem areas needing attentfon. They

are receptive to ideas for improvement and as their experiance
with the "adopted” sciutions proves profitable are less

inclined to exhiniy the resistance to change noimally

encountered when the technician attempts to overhaul a system

of long standing or suggest a departure frum the old way of

doing things. While there has been a rather high turnover in

the key position of Director Geneval, that counterpart, in each
case, has been a couperative, eager administvator dedicated to
the goals of increasing iational revenue and improving operrational
efficiency. Thus, the quality of the actual country effort to
contribute to and suppurt the project has been quite satisfactory
inscfar as counterpart input is soncerned.

The quantity of GOP tax departwent perscnne! necessary to
impiement adopted projects has also been adequate. in at least
two cases, for example, additicnal technical personnel were hired
and trained for the specific puipose of carrying out tax
improvement program piojecis promoted by the advisors. The first
case invalved the Imcome Tax Depaviment. Agreeing to establish
definite programs for examining Income tax returns, the Director
General obtained budget apprcval to Increase the auditing staff
by approximately 50% in the year 1866, Except for recent months,
the auditing function operated very satisfactorily and was
producing additional revenue at an annual rate of approximately
$3.1 miliion. The other case was the Data Processing Department,
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Authority to hire additional pregrammers was obtoined in 1967,
Followirng an extensive recrulting and screening process, the
persons were hired in early 1968 and put through an iatensive
training program under close guidance (fnciuding classroom
Instruction) by the tax team ADP advisor. With the additional
trained personne! the dats processing function has been able

to respive many of the pregram deficiencies and lay appropriate
groundwork for the development cf now, more scphisticated data
processing programs,

One political factor sffecting countiy performance has already
been cited, Jj.e., the circumstances attending the national
elections in 1968, While titis nas had somewhat of a negative
effect on the program of recent months it is far outweighted

by positive factors in the eariy period of the project and by
the December 11, 1968 actior cn the jong delayed reorganization
plan,

The most important action early in the orojest was the tax
reform adopted bw che Robies adminjstration in December 1964,
That r2form intvoduced dramatic <hanges in the income tax,
dramatic from the stundpoint that there was iittie precedence
among Latin [ oarican cauntvies tor the number and importance
of lncome Tao ‘aw changes a2ffected at one time. Though that
legislation did not tesclive all c¢f the problems {t did move
Papama weail aleong the way toward & fuily productive, equitable
and ratigual leemre tax,

As for country efforts tc wder participation in project
Ja@lpmentation and benefits, late in 1967 the GOP agreed to
finance the sajary and othar =osts of the tlanslator=inter-
pretes pesition ia erder tn fvee project funds tor partially
financing additicnal fui! tize ADF Advisar who reported to
post fn Jamuary 1968. Mounting probiems in the data processing
operaticas prempted the GOP 7equest for this additional
ssfstaqce, On anvther -ote, Jateyr :nn 1968 the GOP financed
2 cests of a threesmnan dslegation to the second annual

eeting of the CIAT $& Buencs Alres, The experience gained
wy the senior officials atiending that tax seminar lend
posktive suppart tn project proposals for medernizing audit,
coliection, ete,, programs, The declared purpose of the CIAT
is the improvement c¢f tax administration in member countries,
with emphasis upon seif-he'p...consistent with the basic

principal of the Alijance fur Progress.
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The prospects of GOP actions te strengthen the country
role in project implementation appear quite favorable.

The dzsire for further progress in revenue administratfion
is quite apparent from the attitudes of the ruling junta
and fts appointees, A young, [maginative and energetic
Director General of Revemue was appeinted November [, 1968,
and he has been very respsnsive to the suggestions for
strengthening the important programs already in process.
The present Mimister of Finance, a highly successful business~-
mar i nrivate 1ife, has been quick to recegnize serfous
defects in government nanagement practices and contsols,

He was a strong supporter of the revenue department ree
organization plai.

The current mmvewent to reduce government expenditures may
adversely affect the projent. large cuts in salary appro-
priation are forecast. While ¥inancial support for the
reorganization plan has heen promised, the revenue department
will probably face a reoductiss in force along with all other
agencies. As a mirnimum, it is Yikely that the request for
twenty-six additional auditor positions will be denied.

No decrease (a the scope or vhamge in_the design of the
project are znyisioned at this tiime. Assuming continued
project supnort by the provisional! goversment, the prime
targets for technical assistance -=tax collection, enforce=
ment and data piociessing=-wili form adequate bases for the
FY 9720 project implementation plan,
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some adjustment in project purposes or design, and why, and thc approximate cost implications. Cover any of the following considerations or
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that were described earlier can simply be referenced. The spcliing cut of specific changes should be left to the appropriate programming doc-
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For example, changes might be indicated if they would:

1. better achieve program/project purposes;

2, address more critical or higher priotity purposes within a goai plan;

3. produce desired results at less cest;

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

107 NARRATIVE FOR PART IV-A (Coniinue cn form AiD 1020-25 {);

Project purposes and design have not varied throughout the life of the project
and it is not likely that any changes will be in order in the near future,
Project m’:forr‘tsD almed at increased revenue, have centered around imrpoving
the all-importaiit tax collection and enfercement functions. These are the
functions which must parform effectively for any tax administration to succeed,
Although substantial improvements have been achieved in the GOP tax administra=
tfon, the potential for further advancements {s still quite farge in both the
tax collection and enforrement arcas, Therefore, these areas will continue to
be the prime targets. Changing country circumstances would not necessarily
call for lessened attention to these areas or for any increased attention to
other aspects of administraticn. Project input, U.S. and GOP, should remain
constant. through FY 1970,

IV-B ~ PRCPOSED ACTION
This project chould be (Pluce an **X'" in appropriate block(s)):

—_
o
«©

. Continued as presently scheduled in PIP.

. Continued with minor changos in the PIP, m_ggw_.a}»ﬂ;;:r:l—e;;l‘(r:;t:;:]:i;!;;; submission of on amended PIP to AID/W),

. Continued with significant changes in the PIP (but nat sufficient turequir a rovisnd PROP). A formaily revised PIP will follow.

. Extended beyond its preseat schedula to (Date): Me._ _ Doy ___‘r. . . Explain in narrative, PROP will follav:, m
A

. Substahtively revisad, PROP will follow.

. Evoluated indopth to determina its effectivaress, futura scope, and duration,

. Discentinued oarlier than presently scheduled. Date raccmmonded for tarmination: Mo, Day____Yr.

OiINON ;A (W] —

. Other. Explain in narrativa.

109 NARRATIVE FOR PART IV-B:

Since no PROP has been davelcped for this activity, the reference is to the initial
PROP which will bz submittad prior to September 1, 1969.
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In May/June 1966, the advisor returned for a third time to review
accomplishments in the ADP operations. His mission was expanded

to include evaluation of the effectiveness of the ''master file"
concept, asslistance in developing a short range ADP production plan
and assistance in resolving problems that developed in the period
between assignments. The review disclosed continuing weaknesses in
work scheduling and pregramming as well as faulty or missing quality
controls, the larter conditlion giving rise to error proliferation and
growing taxpayer complaints against the administration,

in July 1967 two surveys were conducted, one addressed to the feasibility

of converting GOP Revenue operations te a third generatlion computer
system and other focusing on planning, staffing, training and technical
assistance neceds, particularly in the system analys!s and programming
functions. This is the most recent ADP program survey by personnel
outside the local country team., Reviews are regularly being made,

of course, by the full time ADP advisor serving en the Parnama IRS Tax
Team. Since August 1966, at least gne full time ADP advisor has been
assigned to the team,

Problems in the ADP operaticn continue to exist in several areas,
especially in the property tax files. Errorecus data on property
ownership, valuation and tax detits and credits result In numerous
improper billings which, in tuyn, aenerate taxpayer complaints and
undermine public confidence in the administration. Quallity controls
and producticn sontrols, subjects of early Survey reports, are still
below minimum standards in most areas; the basic revenue accounting
system iacks continls for file changes and for new tax debits; machine
generated management vepnyis are jacking, etc.

In view of tihie lapse of time since the last '"outside' operations survey
and in view of the continuation of earlier identified problems, it would
appear appropriate to seek a depth evaluation in arder to determine the
effectiveness of the ADP program effort, its future scope and duration,
This evaluaticn should be conducted under guidance of the Foreign Tax
Asslistance Staff, !nternal Revenue Service, it is suggested that the
survey be completed and a report rendered prior to June 30, 1969.
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F——l. AID/W's Evaluution Pauel ceviewed thi. PAR on Octobor 12, 1.70. The
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ellv. bt involved exceediu whut sevems n-cessa.y Lo zet AID/W's unde vland-
Lug »f Low th. PAR exesrciic would be carricd out.
of course, Lo set u moie rigorous stlunaerd for itoelf though w. (auvnion
ket Lt increaseu Lhe dunger of the erercise becominy, @ uif=-eating =nc
Seoenticl points of infurnation being loct in enh_er vorwn.-.
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