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PART I - PROJECT IMPACT
 

I-A. GENERAL,NARRATIVE STATEMENT ON PROJECT EFFECTIVENESS, SIGNIFICANCE & EFFICIENCY.
 

This summary narrative should begin with abrief (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 tW 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 I is completed. It should Integrate the partial analyses in I-B and I-C Into an overall balanced 
appraisal of the project's impact. The narrative can refer to other sections of the PAR which are pertlhnef If the evaluation Inthe
 
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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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 Desgnation. 

2o Revenue Administration
 

During 19620 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 OAS/ODB Fiscal Survey0 the GOP revised the Income tax system inDecefiber
 
1964 as a major step toward an equitable, efficient and productive income tax.
 
Aft the-Same time itwas 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. Jax 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 Ministry's Directorate General of Revenues (DGI) in tax
 
administration, which was provided through a Participating Agency Service
 
Agreement (PASA) by AID with IRS.
 

The USAID/IRS program began inAugust 163 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 underway at the time of the civil disorders in January 1964
 
which led to the withdrawal of the technical advisory programs.
 

Later, upon request from the GOP for the reestablishment of a program, a survey
 
was made of the tax administration assistance areas most 1n 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 activities in the data processing
 
installation of the revenue department, in the miscellaneous (excise) tax programs,
 
in taxpayer information and educaticn 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 slgnificant advances in mechanizing
 
Its operations and inadopting modern techniques in the tax auditing/enforcement
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field. As pointed up in the Narratives for Part I-C-I (item 012) and Part Il-B
 
(it-e- 079), progress In the administration of the Income tax, Panama's largest
 
revenue souFce9 has been especially good in the last four years.
 

Iit 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 thatiln such areas of Identification of new
 
taxpayers0 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 no appreciable 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 s~ronq possibilities of realizing the sector goal of 10% to 12% Increase per
 
year. Thus0 projdct costs 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 eliminated 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 ;Y 1970. The
 

transition In the Audit program would follow in FY 1971, if the current rate
 

of progress is maintalned.
 

(The attachment to ADTO Circular A171 sets out special Instructions for
 
completing Project Appraisal Reports on Treasury PASA activities. More
 
detailed information on Project Impact Is set out under item 012, Narrative
 

for Part I-Co2. For, more details on Resource Inputs, see item 079, Narrative
 

for Part II-B.)
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PART I-B - PROJECT EFFECTIVENESS 
I-B-I - OUTPUT REPORT AND FORECAST - (See detailed instructions)1. 2. 

ACTUAL AND 	 PLANNED OUTPUTS 
CODE
NO. 	 This section is designed to record progress toward the achievement of each project 4output target which was scheduled in the PIP, Part II. Where progress toward 	 Sa 	 AS OF PRIOR

ONLY
USE 	 target is significantly greater or less than scheduled, describe reason(s) beneath CUM.TE .bONLY the target. ACTUAL JUNE 30 

DATE 


PLANNED
].Automatic Data Processing equipment installed and "master 	
ACTUAL 


Complete 100/ 100

file" of 
Income Tax, Business License Tax and Property Tax
 
taxpayers developed. System revision in process will provid

for "transactions" 
file in addition to master file.
 

2.Conversion to third generation ADP system. 
 0 	 0 
 0 


3.Establishnent of Office Audit function in Income Tax Dept. Complete 
 25/ 	 25% 


- 4.Establ ishment of a Review Section in Income Tax Dept. Complete 100% 100% 


5.Relocation of Income Tax Dept. to elarged quarters. 
 Complete 	 100/1 100%/1 


.-
6 .Adoption of new filing 	system for income tax returns Complete 100/ 100/ 


7.Reorganization of OGI 
according to functional responsibi- 10% 0 0 
1ities 
8 .Establishment of 
improved tax collection operations. Reor- 20% 0 0
ganization 
indicated in #7 should facilitate completion of
 
this project.
 

9.Establishment of higher standards for recruiting and tr 
:n 10% 5% 5% 
ing.
 

lo.Establishment of effective tax fraud 
investigation 10% 0/ 0 

program.
 

!l.Establishment of 
Internal Audit/Internal Security 
 10/ 	 0 0 

programs. Unanticipated by-product of reorganization.
 
12.Number of Partcipats trained 
in U.S. and/or third 32% 32% 
 32%


,un.Urc 
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(ALL DATA CUMULATIVE) 

5. 	 .
 

PLANNEDet TOM.ALANE R
BY NEXT FOR 
JUNE 30 PROJECT 

LIFE 

100%
 

25% 	 100%
 

75% 	 100%
 

100%
 

100%
 

100%
 

80% 	 100/%
 

80% 	 100O%/
 

450% 1000 

15% 100% 

15% 100% 

80 61% 
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PART I-B - Continued
 

010 B.2 - OVERALL ACHIEVEMENT OF PROJECT TARGETS
 

Place an "X °' witi:-, tie bracket on the following seven-point scale that represents your judgment of the overall progress towards project targets: 

I I I 	 I x I I
 
Unsatisfactory - Satisfactory 	 Outstanding 

PART I-C - PROJECT SIGNIFICANCE
 
011 C.1 - RELATION 10 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 potential and act,:al project impact in cols. c and d. 

a. 	 SCALE FOR COLUMN c: 3= Very Important; 2= Important; C. d. ACTUAL 
IMPACT ON1= Secondary Importance

CODE	 GOAL TOCOEPOTENTIAL DATE3= Superior/OutstandIng; 2= Adequate/Satisfactory/Good; IMPACT ON 
RELATIVENO. SCALE FOR COLUMN d: 	 GOAL(IVEACH 

IAID-	 IF To1: Unsatisfactory/Marginal PROJECT 
USE ACHIEVES PROGRESS 

ONLY) b. 	 TARGETS EXPECTED 
9ECTOR AND PROGrIAM GOALS (LIST ONLY THOSE ON WHICH THE AT THIS 

PROJECT HAS A SIGNIFICANT EFFECT) STAGE 

(1)Sector GoaV"Pu Tbf -Ad-lfiltrat n 
To improve the abilities of the GOP to plan, finance and
 
implement it's sucio-economic development programs.
 

, (2) Project Goal- x Adm -lnft-raton Im rovement 
To asslst the GOP Revenue Agency to n rease .olloctions by
 

L% 2%prv roe ax.a I tration
to 	 hruhanll 
system with upgqaee auaim collection, tax 	 3n3e,.gence3

V, training, management and related operations. 
(3) 

(4) 

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 c. 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): 
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Attiudeof-host cuntrv uff 6 C i ',Itx 

1, eaV of tef 4if 

virt"I li~al larea o en .dtipa i'audIt pqogram-deisIgn and 
tahiques.'<co I1ect ion techfiqucs, vublk' giformat on and taxpaer.e'dUcat ion programs,
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m~For more comment's on thssvity.h,!-o 1kn of this report.sor00ns 


Otem 0791. ,q V or rt IP-B)
item 106 Vr ;t d fc~ Pa~i goo) 

(2). RvnuelInreass: 

The revenue statistics appearing5 V~e t~le below refbect an ahemnt nquntltKyj
and direction quite inprassIve fe.tr 4 deveiainq nation. Inquant t~y,,ths tota1
ordinary. goverwoent r-everue Ivmr 9r*rs(d 6y, 63. 1 per cent f rom 1963 to 1967,<w..el Iahead of the Increase In gr~~~val rwt incuren prps:fajroximate y 

389per cent. (Based on .1917 -eztiwtedGNP' of 8/.7543 million).' D'urlngjths peiod
of f Ive years, totalI ordInary oenmn revenus as a percentagea of gross national
product Increased fromi 12.9 tip P eimate4 A1..9 per cent. -.. 

The shift In emphasis among the ~~~ so~urces Is also very Important. Following
the desired trend, there hasizL b+ep an direct taxes.e tI 

S ~of Tptt.I Reveue va enue Receits. 

T'otal Per Cent Tax Per-CentV 
Year Revenue rlnc re-,Aso Revenue Increase,­
i9b 977 52=,20­
19614 75,628 9.5% 57,158 9.5%A 
1965 86,542 l&.%66,364 16.1%j

172%~
1966 100,345 777.0%4,
1967 112, 71M~3 87,094: 

17.V 

19-63 190, 1965"Revenue Source Aon J 

196 1967% Afmont % Amo~nt Anot 'Amount
 
Direct TaxIVr 1963 12Y4 12,7,7 17$.8 B'-M 03Q9f A526,73.L -397f9,'V

IndirectTaxV; 3Z62"'6 47.2 6jJ 45.8 43 ~ 6 2'V VO 

eeuet207.
I Ta 756f 7 795 
Reveu~ ~ 20178~r2 2255i 22 5 2i14,4 8K Z44 2620 


Total'.Gov6
 t ~7 U 'I:iV~VVA
,4i1aene.- 620 wV~67 2> 100.45 1 214om2 o 1000 10. 0.Revenue~~,z
W'~ V100.4~90~ 

V -V~V~lip"J V 

, u iV Y'c aiw~V ATV 
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Data for 1968 place total revenuc at B/. 119-4 milllion, or approximately 6.9 per cent 
ahead of D967. The drop inthe rate of increase isattributable in large measure to
 
tht politikil tension% etc,, discussed elsewhere In this report.
 

Relating technical assistance efforts to Increases in revenue might be done from
 
two viewpolnts. The first being the genral tax reform of 1964 which became
 
effective January ,,1965. That reform was based in.large measure on the findings
 
and recommendaVlons of the OASM-DB fiscal survey team headed by Professor hilton C. 
Tayloro Ih le the %urvey covered broad fiscal policy and the gamut of direct and 
Lndlreci taxation, the GOP elected to conceintrate on -econinendatIons dealing with 
amendments to) the ircome tm. That the declsloa was a proper one is attested by the 
subs-tantlal 9vowth In iscc tax revenue over the span of five years. Receipts in 
1967 totaled B/o 34.5 mlllion, nre than twice the 1963 level of B/. 15.5 million. 

The other element concerns the direct technrlcal assistance Vendered by the FTAS/IRS
 
Tax Team. RecognizIng the Incoe. tax as the source of greatest potential0 the
 
first ad sory effort was almed at developing an audIt (enforcement) program to
 
detect ard ;rrett the wid spread under-reporting of ico l in fIled tax returns.
 
C'3nrurepntly advance, were made in implementing taxpayer assistance and education
 
programs to better aquiant taxpayers with the requirentents for eeporting taxable
 
inrone. For more detalis os this elenent, see the follcwIng parts of this report:
 

item 022 Pl'o [item No. I Part kkA Status ofSchedule
 
Item 079 Nllarat~ve for Part EI-B (svlh'patrt a)
 
1,.em 100 N~watlve for Part III (see 9tem 103)
 

(3) pI et1o e r r 

(a) The annual vnit cost o .t 'oilection re .a neti fa;rly ronstant over the 1965­
1968 pericd (data se r,)t available for 1964). Note the following table:
 

Cost of DG Revenue Number of Cost of
 
Operatioios Colleztb ons DGI Collecting
 

Year 2MniliYP) jmlIH Ion B/. 100.00 
1651-903 -69§,7 752
 

1966 2,0o43 82,2 776 2.48
 
1967 2,626 92A4 917 2.84
 
1968 (Est) 2?823 104,1 931 2o71
 

(b) Advysoy'Y a:t;vity in the Collection area has been concentrated on the Panama
 
City headquagters operations since that activity collects the major portion of
 
central government tax vevenue. HavIng a liFPe public reception and cashier staff,
 
the Collection D0vislon in Panama City leeds Itself to volume processing techniques.
 
By contrast, the collez.tLom fun4tion in other pvovinces is carried out by individual
 
"special collectors" inlmedium and small cmttmunities. These "special collectors"
 
are political appo6-itees0 whn often de not posses! the formal educatiGn, have had
 
no training for tax cMIctio duties and who work alne. Presently, there are 77
 
"special collectors" In this category. Their compensation is derived from the
 
comnissions retained on taxes collected.
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The tax advisors have repeatedly caunseled against contlnugnq the "special collector" 
operations, urging that wegular career civil servants be placed in the provincial 
headquarters office and be given responsibility for collecting all current and 
delinquent taxes In the pravhicbal area. Subject to control and .disciplineof the 
provincial director,, reguilar employees could be 9gven tralning programs in effec­
tive collection technique5 and could be utilized In a variety of tasks not 
performed by the "special collector" ranks. For exanple, regular employee 
"Collection Qff'cevs" co0d assIst taxpayers In preparing returns, participate 
in canvasses for del nquent taxpayers, complete various pre-pTocessing operations 
on tax returns and otheir decuments flowing to the Date Processing Department, etc. 
At present, none o! these functons are being done In the provincial offices In 
the interior except by t-mporary assiqnent of headquarters officeAudit Division 
personnel, it s dotful ifa tralning prcgram a,utd ever be undertaken to equip 
"special rolertoi, " far these tasks becaujse of the high cost element involved. 

An important b eakth o the reou-1nizator plan approved-evh kas made Irn December
 
1968. The plan akaiv.red the Director General ,fRevenue to eliminate the
 
"special co i]otovj prtlons In the three largeTst plrcOnces. While only four
 
positions are Involvecl, It paves the way for later acticn to eliminate the
 
remaining pos0,tns. Anothe, feature of the plan which will facilitate that
 
action Is the provi-on for allowng taxpayets to pay their taxes at any National
 
or co nmercral ba-.k T ilu be develeped in due time and it should do much to
 
eliminate the pr-oblen.s attending the leff, clent "sper.ial ;:oiector"l system under
 
which Zhe departneat nrs- oerates.,
 

An example of a sa c;c . ul y impleirented omprovement projert in the collection
 
area is the ffec'ntly idopted machi ne-gene.7ated tax delinquency notice. Un"'.r
 
the prior manual system cne employee could prepave and ma;l from IF to 25
 
delinquency rt ; :es peii day, Using a newly designed continueus- feed form, the
 
ADP Department in~tlates the notIces and del!vers them 1o the Collection Depart­
ment for p~ocessna and maling. Wth the new system, one employee is now able 
to issue several h ,dred -notice: - ealnh day, Upon c_npletlon of the tet operation 
in Panama Prcvr.( ze, the r, 'ystei will be insl-.lled nationwide. 

(c) As the trble :.n ;aqag 1iph (a), atn:ve, c0%cos., are Increas ing ati,'eke'4es a 
faster rate t.h3r, t.,al staff.Ing of the e'crjve ageoy, Staffing in the collection 
activity has emar'er f,.ii;r'ly rce*sta?*a ov' the last t,e to four years.le Large
 
increases toek p!a,.e i. r. e Oi ,ir.. Tax Oepairtmzrot In 1966-67 when 60 new auditor
 
persornel were v-eddo K ii.he same pelii, the staffiqg of the Fiscal Vigilance
 
Department grew suts.a-t-al y, Mo-t cif the perscvnel ;n the latter department
 
have been litlizred . s Ivltes Lcrather than on tax fraud enforce­.stnts.-type 

ment progams, the 'e~l purpose for which the H scal Vigilance Department was
 
created. The plan dlsused ,aeirier, strengthens the auditlni and
 
enforcement fuan: rs 'nd wi l I clearly del 1neate the customs-fiscal vigilance
 
functions.
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ardition Ino e tGoods 10,00 13,50l~iB/ 14,80 In37: 196
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4 t ICATION, ARSIW '77 
Thissheet, isto be usodISorait'iNarrative0S3wh opfr't C8 is not on th'orm.I f had" naratve by t'SPart hnd Se'cIonDesignation, ~c i~ rii 

.for.othei ypes off'tax&s atwqh, there'ls Aned uTha '08ograi. Thusi tax.or 

payers 0 Ai; th
 

1eproperty 
 tax has also ~ba~tn sef ,0166k at ivey~~ per~iod 'flj fconstant'"Q~ 

ateto tot Ah-iwryta mit MSs Deean~ S , #~tng. The first real -.
 
or Moire:accvrately9 to appraise fop thr' fIrt, 
 ~l of,.t ealpropert'y In~the R~publlc, Until the CcmWdIr 9;*9an It%opai s thr'hd ee'e anytrue~assessment% of property iNPPnwat*0 the tax beiq baii oey~ t -.1deC aratkns of the land awner . eot~ there, ween rprt eod fileIn a central location. On vackyat yera, a Ali)'-SUpported Agrarian Reform proj ectundertooko ainmg other taskso tgvi w4iai~n valuastion of rural propertiesIn the major provinces of the 

At the present time,, a substznti&0 puionf of the rura'I project field work has beencompleted and theinitial stojr li0ig to the lntetgratloni of th daaInto theRevenue Department property tax l'r ,tzr 111 d" are Slitedutotke~'a in
January 1969. The processinS mvej rYOMIA00 all the rural cadaitre 
k 

data to property
tax accounts ;n the "'master f~i#l tmgp Well ViiquIr0 mra than one year due~ to thevolume whic-h Isestimated at l30OGO praptrties. Concujrrently with. the promulgatilonof the naepiroperty valuations0 qlawt tar* being sud, to est'ablish In the Mtinistryof Finance a penuwrent oVganIztiq foT r aintainingproprty records In currentconditions. Known as 
the Di're~ci6~i de~ Catastro Fiscal, that organization Isresponsible for supplying tax srintdata to tho Director General of Revenue. 

Thus. with the above measures, it61 anticipated that greater revenue will be
derived from the long-neglected praperty tax area and a 
miore equitable, fair
administration of the piroperty tax lawts -4111 be possible. 

Insofar as the other taxes aire cormcernesd, 9 atrattentiontonqr!Rcemntshould

come as a result of the recently ajprqyO roerganization plan for the-.Revenue 

-Department.. _-.5der~ the newr plant, an aui1040activ with'-audiIng~Qtypes of -tax-retursi Thappc~r,jTaudit" plan, Ibe., that wl floeheauditor ceill g ~ii~'h te!pca~­apyrwill nquire Into all
taxesfor w Ich the-taxpayer mniy be liable -Income tax, withholding~ ~ exIsetax,__bssness Ilicense tax ,4etc Omcp aparat ionallD tki~ipbrd-a%-ll do muchfocus attention on the fact thal. t9-es other than income tax are being ui~er-
to 

reported and should be sujected to enftaicAment programs, Indue time,, thisshould facilitate development of'mittbsacad audit program,, onethat.extendsappropriate audit coverage to all al~usa3 of taxpayers and to all tyias ,ofllaw.At that time, 'the GOP revenue at-Wn's~tration will approach'a more equitableapplicatio 'nof the revenue lads with respect to both siial n dshlal
situated taxpayers.
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ative bY rt 3nd Section boknatin.~ 
art nbsuhhas~ notdme; o Id'd on idety 

(ub) Asyst.em for the vurrent payment of Incm taxesiha beenoperatvefbr mor 

In 6fth-t~. U is imnis trt 1.3u~--Wa i'h 
''194 an ith'-hroonese 

equed~ an incmn, taX riurn , 

ayers not subject to the withholding procedures rqired 
1953, to file a final, tax return on March 15 for the preceding .calendaryear,. 
and to pay any balance due on the preceding year's incom' tarx liability by June
 

S 30. Also on or before March 15 the taxpayer must estimate his current year's
 
income and pay the tay that will be due thereon Inthree equal 1nstallments on
 

obefore June 30, September 30 and Decexter 31 of the current year. 

(c) While adequate penal sanctions exist for qmpljpyamafeasance or dishonesty
 

Lin the execution of an official function, very few adverse actions aye bee
 
Initiated against revenue department employees for violations. Moreover,,untilV
 
December 1968 when the revenue department reorganization plan was approved,,there,
 

no spegific agency within the revenue department or the ministry charged with
 A;was 


preervngintegrity Inrevenue administration.
 

-1nternaI Secur tyi nI ttand an -InternalAA44 tEffect Ie Januyryj,,969. -,anl 


__~tq e wIthin-th~even-Qepartment. Reporting directly to theDirector 
General of Revenue, these units will be onguard for Indication of brey
 
corruption, consp.1racy, ,. andi-fxaIne into th operatif of al
 
conmionents Ito -1measure compliance wIth.es tabished policies and procedures. As 
both of these activities represent newi functions, Itisdoubtful Ifeffective 
programs will be operativeiinle+ssthan'si tuonine months, the amount of time 

needed for designing work programs and training personnel. * 
4#*' '' + ++ . .. ....44 .. ... i++ 444++++ k44 MS+'4* :f+' '444+± +..44.,4 + 

(d) Panama has undertaken some canvassing for del inquent returns but the effort 
has been minimal. 'This activity has been a target for advisory efforts'since the
 

44; 1' 'A of44;th4!/curt Intheearly days of the project,. ... however. progress44i' has been extremly slow."# P ... 

summner of 1968, the most recent major effort Inthis direction was Made when 
plans for an area canvass of one of the most rapidly developing residetial 
sections of Panama City were mapped out. The canvass was designied to uncover­
essential tax Information on profits from sale of land, constructionlof apwzV
 
nient units, rental receipts, etc. The project was not implemented ,however, due 
to the change Inadministrations and accompanying changes In leads'hp poliis 
goals, etc. 

The need for attention to this Important activity has been stressed inposition
 
papers presented to key members of recent GOP administrations. The tax team 
will continue pressing for action.
 

.... ; *j4 
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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 periods Include: new, simplified
 
procedures for returns required from ranchers and cattlemen; relocation of Income
 
Tax Department to modern, spacious quarters ina 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 improviig the
 
audit (enforcem,.nt) 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 remains quiet
 
until he becomes personm,|ly involved or affected by n particular program or
 
revenue department project.
 

Internally, the Revenue Department does have a good-in-house publication which
 
covers accomplishments, new developments and detailed 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 advertisements. Panamanian newspapers,
 
radio and television stations 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 Inuring from
 
tax monies collected, the lectures should promote a healthy attitude among those
 
young people toward their civic responsibilities as a taxpayer in later life.
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021 NARRATIVE FOR PART I-C.2 

014 Effect of outside factors
 

Looking to outside factors which have been operating to increase revenues
 
one muft consider the general economic growth as the most important
 
contributing factor. Panamanian economy in the eight year period 1960­
1967 has grown at the rather extraordinary rate of 8.4% per annum, an
 
accomplishment probably unmatched among developing nations. This
 
growth has been achieved under relative price level stability with the
 
cost of living rising at approximately one per cent per year, Note
 
the following table of rates of growth of the gross Internal product
 
by sectorsg
 

Annual
 
Rate of Growth
 

Sectors 1 9
 

Agriculture, livestock, forestry, fishery 6.3%
 
Mining and quarrying 8°9
 
Manufacturing Industry 12.0
 

Construction 
 84
 
Electricity, gas and water 11.1
 
Transportation, warehousing and coimunications 13.3
 
Wholesale and retail 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 5o1
 
Services provided to the Canal Zone 10.3
 

Total
 

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

For coments on other factors, including the 1964 tax reform, see Item
 
012, Narrative for Part I-C-l, of this report,
 

015 Other donors or advisors
 

The Fiscal Survey of Panama conducted by Professor Milton C. "faylor
 
in 1964 under auspices of the OAD-IDB has already been discussed
 
under paragraph (2), Item 012, Narrative for Part I-C-Io
 

inaddition to the above, Professor Taylor returned to Panama Iro
 
September 1968 under a USAID personal service contract tr evalate
 
the GOP actions on the 1964 Survey recommendations and to ascertain
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i desirable changes in general fiscal policy to enhance continued growth
 
and development. Professor Taylor's report on this last survey has
 
been delivered to the GOP for analysis and consideration. At this
 
writing, no announceent, have been made by the GOP concerning the
 

I Icy recomendations.
 

018 Recuirements for new technical aid
 

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 technical advisors. In additic, as the rural
 
property data compiled by the Agrarian Reform bec:omne available to the
 
revenue department, property tax rolls will! be ex:panded and any tech­
nical essistance necessary to implement that projram will be provided
 
by incumbent advisers or others Available in the regular course of the
 
PASA contract.
 

020 EC,tr media coverajn 

There has been very little coverage of this project activity in country
 
news media. There have been no known mlstiikes of unfavorable publicity
 
directed to the United States because of the project activities.
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l. a edree signed December I1 
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Portion of earlier work on procedures inanuAils obsn­
leted by reorganiz.ation plan. A fresh start on
 
manual writing projects wIll be undertakn WItir new~
 
au thoriii I-la11isadfiutTo- have been
 
promlgated fn' the Audit and Claims Divisicon.. ....
 

Revise and Install new collection technigues- expand-

Ing o?? colectlion - nU tecniue &andelimina­
ting comissonco ecltoisIn Provilnces ,,.
 

undergoing-testLsfIn tC~y Results to date are.
 
satisfactory...
 

Reorganization plan abolishes Collection Department 
 .r 

establish6s provincial office for Panamiia Province,
 
transfers collection functions to provincial offices
 
under supervision of a middle mnager located inthe~
 
heaj5quartersi office. The new structure opens the way
 
for- central control which was non-existent under 'prior j-

Structure.
 

*Some comIssio In the M+ :+++.+:+,A collectors, are abol ished ++++: +S~a~ l f+++O ++:+ i+ ? ; +++:1+1:+?(++ + +++:::+.' +,+":++ z++ +:;: ++ + 
-------- All
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4 ~Etablihhi qher standards al recrul tmsn nd3 rv
 

teihnicaln suevsors Tr lo 
Ne nd more sophist Ic;t eo-iiniGques were employei
 

early In 1,968 to recruit candidates for the newly
 
authorized Data Processing Departfnnt Programmner
 
positions. The results were quite3 successful.
 
Experiences gaine~d Inthat veniti.e will have applica­
tion Inlater recruiting progranks. It Is unlkeiy

4that any new revenue departnrtntem;ployees will be. 
hired inthe near future, however, due to concentrate
 
efforts of the administration to reduce government
 
operating costs primarily through reduction Inthe 2
 
number of employees on. the rolls.
 

The reorganization of the revenue department
 
results in a considerable shifting and mergingof
 
functions and the creation of niew functions. The
 
auditing of misceilanen~us tax returns, for example, 2 
isassigned to the Audit and Claimis Division. Under 
prior organIzatlonq.is tructures, there was no provi- ~2 
sion for auditing the miscellaneous taxes. Thus, 
there Is a need .tor the new as7.Agnrnetit. These 
programs will hedeve'loped as the reorganization piat
 
Progresseps. 

5 Reorganize DGiaccord n to type of~actIvIt9 rahr~ X.V
 
an. t1 a -tax.VT nc udes rearganizat onol
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SCHEDULE, SCHEDUESkoihorty ijereaf terT PotIalt' event0 fof"Citober, 	 k116iever, 	 r*orced postponement ofal atos in* earl~y Decembe'968, sdden and uexpected-Interest W 

6ybthe rull.q Junta.~ in ur.pid succes ion, Cie 1plan
 
Finance 
 C, t 

n e.In Ae sthn thiree dyrevival, of work on the~proje.t09 ti fepal' afetd
4 	 into.lav.. Te IMnPIemetat in schedule remins un­chaniged, with-December 1969 
 as~the taetde forphysical 	comipletion.
 

Esabes Ippelate ssemfor apd,Idudicous,
6 handljin of isputed tax cases X,
 
.OrltnaIly schedle to begin 'in,
uy16.at
A 
 on this project was inItiated inDecember 1968 uponthe approval of the reorganization plan for the
revenue department. 
 Under that plan an appel
group was established at the level 	

ate
 
Immediately bel
the Director General of Revenue Land charged with
responsibility for conducting the final administra­tive review of a tax dispute within the revenue
department. 
 The first level of appeal was concurre t­ly established at the Regional Administrator (provi
cial director) level.
 

Preparation of procedures for the new appellate
system will begin immediately and should be subs­
tantially completed by February 1969. 
 The original
target date of July 1970 envisions completion of th
second phase of the new appellate system, a judlciaforum Inthe nature of a "tax cour'I to which thetaxpayer may appeal upon exhaustion of his admnins-

. 

i 
trative review right .
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AmP ernted i-manuals= m t b vitn~both' ,rogramS LThe neediedtechnI alI adIvisor 'sr~iCe 

foi~selph ses. of ih6 proJecta l1bspli[throuch
 
oa ssign of lcohol tax specialists"
dtyrj nts 


under< the tRSPASA agreement.
 
8 Develop Internal audit/internalseu~yucint X 'c 

nd a ecuv erity to
 
x a Mnistrateo.
 
TWOseparaitnits, "Internal Security' and inter
nal Control" were established, effective January1,


1169 inthe approved reorganization plan. The prepa­
ratory work for ths 
 rgams was originally

Vigilanc
scheduled to begin InJuly 1969,, hewever, Itmust now
 
begin Immediately Inorder to carry out the reorgani­
zation plan.
 

Some delay may be experienced in locating suitable
 
personnel for these new functions. Since no other
 

O'r enzti6 fOmte revnudeatn.
 

jgovernment 
 agency outside of the national polic, has
 
this type of function, recruiting from within govern­
ment ranks wil.) be difficult.' Moreover, new and

special training programs must be designed and
 
executed before effective operations can exist. it I!

likely that some technical assistance will be necessapy

through the temporary assignment of specialists under
 
the IRS PASA agreement.
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1ARTIMPLEMENTATION REPORT 

STATUS OF SCHEDULE 
022 A-1-INDIVIDUAL ACTIDNS (Set, detailed instiuctions M.O. 1026.1). This is a listing of major actions or steps which were scheduled 

for physical start or continuing implemeitatioli in the repoting p'riod as reflected in the Priject Implementation Plan, Part I. 
(a) (b) STATUS - PLACE AN "X" IN, 

PIP AA 10pJ Ar.*'ION£ OptF ST11",; C.AIJ9 S .A.ND r.SULLI'S ONE COLUMN
 
ITEM ") o v'T.A'/i, REMEDIAl. S'riF'S ( z) (3).
 

NO. BEHIND ON AHEAD OF 
SCHEDULE SCHEDULE SCHEDULE
 

first paymesits of I1969, v.vhch should result In 
Increased accuracy and reduced costs of data prepara­
tion. Consideration of third genAratior" equipment is
 
contingent on the situation after c'mpletion of current
 
systems imp rovemen tso
 

10 Incorporateliquor, ctistams and miscel laneous taxes X 
Into ADP syrstem, 

- TiraT stu41es have been made b the airea of 
customs wh h indicate the must econcmical method of 
establishing ADP systems in the free zone acztvlties
 
would be thr'oujh the use of a cooperative ADP install ­
tor which wcurld share equipment and provide timely
 
data foe, inventory coterol to the cl ients an6 custns
 
contKol to the eduana., Efforts to establish such a
 
cooperative are undefway but incorclusive, One
 
analyst hcs been assigned and will continue to study
 
the potential ADP applications in other a;eas of
 
customs. Othe, irnscel)aneous taxes Scrl ly Lepresen
 
small voiumes. sc the potential advantages of automa­
tion at'e in gmproved S;t.,I-10e and hbztter management
 
Infolmation, no.) "ed.-ed processing costs. The initifl
 
effort in the.,e ar eas will be .ar attempt to integrate
 
them into the systems for processing 1ncolne tax or
 
property tax,
 

11 Deve lop mad implIemePttax feaud i tefli(wnce p oramns X 
for all casses of tax.. 

The preparatory work was scheduled to begin Januar 
1970: h'cweve,, the reorganization plan discussed 
earlier clearly e!stablished tax fi',id investigations 
functions it) the 52 scal Vigi)ance componient of the 
revenue depantment, effective January I, 1969. Since 
personnel for th.at function wi l be identified early 
in January 1969, 1!anning .3nd o-'jar,27g work program 
must commence imrr;ediateoly. 

Operating manuals a,,d prccedures must be written 
and trainIng programs must be desioned, The impor­
tance of the fraud investigations program in promolin 
greater voluntary compllance cannot be overemphasized 
Considerat!on will be given to the assignment of a ft I 
time technical advisor under the IPS PASA agreement. 
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PART II- Continued 
023 II-A.2 - OVERALL TIMELINESS 

In general, project Implementation i. (place an "X" in one block): 

_(a) On schedule ______ 	 X 

(b) Ahead of schedule ... ...........
 

BLOCK (c): 	 If marked, place an "X" ir, (c)Behind schedule 
any of the blocks one thru eight that (1)AID/W Program Approval
 
apply. This is limited to key aspects of (2)Implementing Agency (Contractor/ParticipatIng Ageticy/Voluntary Agency)
 
implementation, e.g., timly ac:ivery of .(3 Technicians
 
commodities. return of participants to ------­

(4) Participants 
assume Iiej project mesponn.ihilities. (
 

of (5) Commoditis (non-FFF)
cooperating country funding, afrival 
(6) Coopeiating Countrytechnicians. 
(7)Commodities (FFF) _______ 

(8) Other (specif y): 

il-B RESOURCE INPUTS 

This section appraises .he OftectivenCss of U.S. resource ir;pts. There follow illustrative lists of factors, grouped under Implementing 
Agency, Participant Traminig and Commodities, that might Influmnce ihe eirectiveness of each of these types of project resources. In 
the blocks after only those factors which significantly affect poJect accomplishments, write the letter P if bffect is positive or satis­
factory, or the letter N if effect is negative or less than satisfactory. 

1. FACTORS-IMPLEMENT IiNG AGENCY (Contract/Fartic ipating Agency/Voluntary Agency) 

024 iF NO IMP LEMEN'! iNc. AGEN':r IN *HiS 032 Quality, comprehensiveness and candor of required reports P 
PROJECT. PLACE AN'X IN, TitS 13_O-:,: 033 Promptness of required reports 	 P 

025 Adequacy of technical knowledg- - - - 034 Adherence to work schedule P 
026 Understanding elproject prpos-s 035 Working relations with Americans P 
027 	 Project planning PanagementWorkinp relations with cooperating country nationals Pd-i-	 036 

028 	 Ability to adapt technical knowlr'dge to local situatior i P 037 Adaptation to local working and living environmr.nt P 

029 Effective use of oartwcipaiit trainiiiFU le.mrrt P 038 Home office backstopping and substantive interest P 

030 A._ilit_ to _(rainan tilize tx,,itat - .. 039 _Tiely recruiting of qualified technicians P' 

031 Adherence to AID admiImS'ratIvP and other requirements P 040 Other (describe): ..-.. 

2. FACTORS-PARTICIPANT TRAINING 

04 IF NO 	 PARTiCIPAN- EI.EiLN IN PI10JLC I TRAINING UTILIZATION AND FOLLOW UP 
PLACE AN X IN V-IS iLOC (: j 052 Appropriateness of original selection P 

PR EDE PA RT URE042 English language abilry ' 053 Relevanco of training for present proje:t purposes p
042 	Englislageability u~i l Ptcuty 

043 	 Availability of host country foidinp 054 Appropriateness of post-training plac(ment p 

044 	 Host country o meratinal onsiderations e.g s lction 055 Utility of training regardless of ch.anges in project p 
procedures) I . 

-------------------------------1------_________ 
045 	 Technicol/professionl qurlificatici s i 056 Abilty to get veritorious ideas accep,, d by supervisors p 

. ...................................................... --..- _ _ _ _ _
 

046 	 Quality oftochnic, orientation----------------------. 057 Adequacy of performance p 

047 	 Quality of general orientation , .. 058 Continuarne on project p 

048 	Participants' collaboration ii planning content of programi N 059 Availability of necessary facilities and equipment p 
_____.. ...... ....... .......... ... -... I .. ......... ..... . .
 

049 	 Collaburation by uarticipants' supervisors planninp Pir. 	 060 Mission orcontractor follow-up activity 


training 	 N 

Other (describe):050 	 Participants' availability for training 061 

051 	 Other (describe): 
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PART i|-B - Continued 
3. FACTORS,%COMMODITIES 

PLACE AN -X- 002 n]03 064 NO 072 Control measures against damage and deterioration 
IN APPROPRIATE VF' * FrF CcMMOirY 

BLOCK: I 	 I I rLEMENT X inshipment. 

065 	 Timeliness of AIDVI program approval (i.n., PIO/C, 073 Control measures against deterioration In storage.
 
Transfer Authorization). 7 t s a e i t
 

066 	 Quality of commodities, ruherence to specifications, 074 Readiness and avalablity of facilities.
 
marking. 0 R n a vl io ie
 

067 	 Timeliness inpiocuremei? II tecoiiitinning. 075 Appropriateness of use of commodities. 

068 	 Timeliness of shipment Io port of entry. 07G Maintenance and spares support. 

069 	 Adequacy of port and inland sto;age facilities. 077 Adequacy of property records, accounting and controls. 

178 Other (Describe):oit t6 zite.070 	 Timeliness of shiimnint from 

071 	 Control measures against !ass and thrft. 

Indicate in a concise narrative statement (unde; the lieading a. Overall Implementation Performance, below) your summary appraisal of the 
status of project implementation, covering both ignificant achievements and problem areas. This should include any comments about the 
adequacy of provision of direci ihirl, terhnirians well overall appraisal of the comments provided under the three headings (b, c & as a -in 
d) which follow. For projects whiih include a dollar input fir pereration of local currency to meet local cost requirements, indicate the 
status of that input (see Det:!iled listruction).. 

Discuss separately (iider separa,, headings b, c & d) Iih,'"ttua oftlrpleneitirp, Agency Actions, Participants and Commodities. Where 
above listed factors me causing significant probrlenn nir.-irked N), la31 'he briefly in the appropriate narrative section: (1)the cause 
and source of the problc i, (2) thcf coiseqL.ncCe ofnet corr.ctinr it, arid (;I) what corrective action has been taken, called for, or planned 
by the Mission. Ident it' discl.;seu by its rnumbr-.each f .t,',r 

079 NARRATIVE FOR PART 11-3: (After nxia;tiv ,.io n... t)v .!Iilhnplelienrtztion Performance, below, follow, on form AID 1020-251 
as needed, with lhe loluwiro miraivo section ;e;idirip; i. r,p :,. Agency, c. Participants, d. Commodities. List all narrative 
section readings in orde, i o,w .'ri itnt:: .vrici, art, not .,ppicbl3e.rar trernias such arid follow immediately below with the next nar­. 
rative section heading.) 
a. Overall Implementation Perteirninice. 
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079 NARRATVVE FOR PART 1-B
 

a. Overai0 molementatlon Performance,
 

An general, proJerl imp mentat,.on perfowmance has been quite satisfactory and
 
plans are proceedig on schedule, The basic concepts for operating efficient 
auditing, c'j31lect1Pg data prss;ng, taxpayer assistance, public information 
and velated tax zmilstrar.ton p gronms have been connunicated and are generally 
understoxd by key mnaager;i. Whit cmalns *sthe implementation. Progress is 
dependent, of cousise upon ava0al:,e human resources and their capabilities to 
assimflate ti-sc ey andXg techn,.:al complexities of modern tax administration.
 

Mechanizatien of the prongesski g, a: cr;un'ctg and tax billing operations Is 
advancing satislactorily in the doti, p~oc.essing activity, with the taxpayer
 
"master file' concept Irstalled and working. Problems have arisen as a result 
of faulty data introduced i-,to .he system upon original installation and as a
 
result of inadequate ad'nakce planning p! e!r to .onversion to automation. The 
resolution of !he.;e prohleras ,r2jU1,VC1. time, patience and technical competence. 
Adequate proqriawehnalyA soe 
training fnd experiences pyoq..r-.. . 

are on board and working ...as their 
aV2.1ities to cope with the problem 

situatilns Improves, 0-on l-:..-;1,..;i, thv. Farama data processing operations are in 
relatively good pc.it-;n on.';,c- n, it.! for, responding to management's future 
neu~s avrc 

Modern tax retw,,n aucin orng -e.ave iee accepted and installed. Returns 
are st;cerned class i ieJ fo, er y. ad n.3g9ned to eltiier an office intery 'ew 
or a field ;neyt!qaon uni. , deperding upn rampleity of the tax return and 
te,hncal ks.ie nvr;,ed. Untci i p ,,'of the reorganization plan, auditing 
was limited to incA.me txerur, s., Under e new structure, effective January 
l0 1969, the "Audii. a-=eJ Elaim. Dvsioro' a-sumed responsibility for examining 
all t~pes of ta et uvrns- iii; 1.onju, tion Wth the auditing function, an 
appeals sys.em has beeo if rei: -tingotai: administrative reviews of 
contested taA cases. Futhgr &e n establishng an effective, fair 
appellate systeir was made In the Decenber 1,68 reorganization which established 
the "Junta de Apelaciones" as , ,e second and firial administrative review level 
ilthir the rever~u. depav'tmerit 

'Efficiency n the c!hlet0on ,'r'. ; should be Increased substantially as a 
result of the uer1ganizat'ion M-t'-.. 'verue department. That plan provided for 
the long needed centralized 'ontr-,l tver collectien activities. Previously, 
collection activities in t) inti:-'vor provinces were under control of a super­
visor of provlnciai offices whlip rollertions InPanama province were under 
the Director of the Collection Department, More effective use has been made 
of data prorcessing into~1 er.tkn ovogRams and the potential for further 
applications is very good, 
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The enforcement progran has lagged, never achieving expectations of the 1964
 
plans which created the Fiscal Vigilance function, Its preocupation with
 
customs facilities and custams-iyple activities lead to considerable confusion
 
and confllcts between Fiscal 'Jigilance arid Customs Departments. As a result,
 
a tax fraud Investoatlors functic-n ne%,eg' materialized. The December 1968
 
reorganzat;ia plan clarified the troies ,>f the respective departments and paved
the way for development of an effective tax fraud investigations arm.
 

Efforts to lcreae the revenue frn taxation of rural lands have not materialized 
because esscntal data require'd by the Director General of Revenue have not been 
supplied by the GO? agehcy having 'e.;pDn:Ibllity for that function. Cadaster 
projects started rmaw than a decade ago have yielded little If any use-fu-data 
upon which property tax assesments could be made. Political considerations 
as well as p'Voject mismana.ument hindered progress. The problems may be 
approa.htleg resolutlon however, if the GOP approves the pending plans for
 
establishog a new agency wilthin the Ministry of Finance to install and main­
tain land ecoeds which shal serve as the basis for assessing taxes as well 
as for other purpose3 

Conments L-elJa fetich: the outltne c nta4ied In the attachment to AIDTO Circular 
A-171., 

025 	 U,S, Antek;i Revenue Seyice pe sonne' serving on longrterm and .on 
temporarv duty assggi;nmt have, "on the main, come from management or 
executive levels 6n the dist ac:t, regional and national offices. The 
majnrity have served the in the tax agency foT more than twenty years. 
Technical kncwvedge In their" fields af specialization - auditing,
CoMieC.1ipcj enforcenent, data proesslng - has been more than adequate 
to deal effectively with the basic an.Jlnte 'mediate levels of development 
fou'id in-their . ntr, .,ta.t i . ies 

028 	Vast difFe."enc-e5 e;0st, hctWeei the .,ophistcated modus operandi of the 
U.'S. tax admird!st,,tion and that: of the host country. What may be a 
minor techniqup,or' zcfnpted, -'outine pz'actlce In the one agency could 
represent a hghily adv-red, cynplex approach that could serve no 
practlcal putpose in the oher, The ability to adapt modern practices 
to soemetimes primitiwe ur badly ov1ente functions, therefore, calls for 
considerable imagination and ingenuity, Fortunately, most of the techni­
cians i;orking ;n the poject have come fi-cm supervisory anO management
positions and have dealt with a variety of problem situations at grass 
root levels of tile taO administvation agency. Moreover, they are 
experienced 'n coaching and developing unders-tudles and subordinates, 
Overal 1, tax teii members have 17een used effectively to achieve objectives. 

035 (i)	Mission orientation for new arrivals on post consists of prescribed 
visits with various depar'tment heads for briefings on mission procedures 
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and practices and a prIvate consultation with the Mission Director
 
who revemvs b tmd missi or ptrogam objectives and the role of the tax
 
adnnstratlare improvement pr'ojict In the count-y assistance program.
 

(ii) 	 in addltir. t-> the :ontacts In (I), above, the Senior Tax Advisor is 
in requlf'i,, frequent znrtiict with the Chief, Public Administ-ation 
Division, ar;i wi the Deputy Director of the Mission. The Senior 
Adv;ior also attends the ts,0orv Director's weekly staff meetings 
and spec';al rneeftngr ,.f spngir staff members called from time to 
tirmpeThe Miss!nn Director and the Senior Tax Advisor have appeared 
together at variou- LrefIng se.-ions conducted by the Director General 
of Revenue, the Mrd),t of i iraice and other GOP officials. 

Excelient 	c;cxmu,akrs and woark5 rertions exist between the tax 
team 	and mission t.ffkc;iis. 

036 	 Language p of n . ., irjor1y of the team members has been at the 
S-2 level or bette,- ,.1C ':aib. rs have ?.prted with virtually no language
p~rofit.ien(:v, t~e t ec o- the.- serieices having curtailed language 

training pffggm or eii;nvnrated them entlely, The interpreter services 
provided un'le , th. projoct -geeraenz were generally able to bridge the 
cwwijnlraL ions g9,, r ,we.:, the effective;ess of the advisor was certain­
ly not at. rl o Ievel "t :'o) l tti'een !,ad the adMlsou, been proficient in 
the Spainisli '.Thnyu' , , j qcol.Lh is cvoranny spoken in Panama, there Is 
a defil;te ne.,d f.,;, te .,dviso, to have a veasonably good working 
abli~ty wUth :he-. Sn,,ih !hem) question of the Importancei, rjtie, s 
of that . !r Isonm isae-er:ti'1 

038 	 (i) The re.uglsr ,(ngpn, ronjuted by the Internal Revenue 
Service and the (oreigp Servi¢- :r7,ritute, State Department, are aimed 
primarily at languaqe study mid b!"Aef expossires to the cultural, soclo­
ogical phyow , :al anJ -eologcal 1actoffs of the general area of 

the iechkiniK. f o.-nlgnNot a great deal of time devoted to',st, Is 
the tachniques of :rende~iq technical assistance, This is a shortcoming 
which. dep_- -ig u n theitackvouni-I and experience of the technician, 
could be sori,us. A rathz- rrn.lc, but practical tr'ainlng program 
patterned a'o6c the wIate, ,:on.taned o.the United Nations Technical 
Assis~-vc ,I)mpin1e er,ti.ed "O1,iefIng of International Consultants" 
Corld f]e i € t.e :,.rthK -expert for his first venture in the 
fleld of techliWcE, .;:.ce develiuph;g nation, That publication. as 
i3 dlsfrid r by th,' lk-ali'ng D:ec.tor, ISAWD, Washington. 

(ii) The first ,is't by a I'e--,?ary off ,ial was in May 1963, when Mr.
 
John Carey "r(cp.*Fted fo : .
 
and
 
(iii) 	 A, inst.uct ',!c audlt,-s in meichds and procedures for detecting 

tax jvoiate in biisve5L income tax returns, and 

B. Assist the Wreretor, Income Tax Department, Inestablishing a
 
program aimed at achieving and maint3lning Integrity in the
 
tax officials°
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C~vSIditurb ncesinJanary 1964 termnated tia Irtasistance,' 
~progra iugust 194 im i e'Prmti'Fr 

deelopinggui dellnes for Impirovling +txa sfyl ddeni nilgijm

nesfor technica 1 as~nce' That sureyormed thi basI' or the2 
-program whichis operatingtoday.n ti t i+a+asistance n are
 

:+1 'Asltanc" still collecting,
L 	 Identified with the auditing,lSt1a erff UO'o Inter l ev ne.... enforcement a.'t.	 rveyr
processing functions,

orashntnpmrevsiva etl Pang-dTfxclenie1s' Inexati+ ng-sro tems -
InJuly 1966 a joint ADD-IS Review and Evaluation Team comprissid of 
Dr. Luis Descartes, former Secretary of Finance of Puerto Rico, Mr. 
hares Montrie, AID Latin American Bureau, Dr. Lowel Harrissn 
Professor of Ecoomics, Columbia University,) Mr. Ernest Vaughn,
former cormissionier of U.S. Internal Revenue Central, Reg ion, and 
Mr. Hendrick Machoicn, of Foireign Tax Assistance Staff, IRS, 
Washington, reviewed the Panama Tax AdministrationImprovement
Program and confirmed program objectives and assistance needs. 

These visits have been useful from the standpoints of confirming i 
project objectives and gaining continued host country support. 

(iv)Various staff members of the Foreign Tax Assistance Staff, IRS,
 
and the Director of that unit, Mr. Harold Moss, visit Panama at
 

& 	irregularIntervals annually to review program progress, discuss 
problems and explore avenues for providing better backstopping.

(v)Backstopping has inall respects been quite adequate. The FTAS 
has responded ,"on very short not ice to requests for TDY advisors 
to assist In resolving critical problems indata processing 
plea for a specialist to assist Inreviewing and updating the 
long delayed reorganizationF plan for the revenue department.
 

c. Participants 
peratiosadmr n eentsytsly+ ittndDeebrS1968, to an urgenti++++

,Through December 1968, thirty-one employees of the Revenue Department
-' participated InUSAID/IRS training programs. Most of the training was/Inthe 2RS ONTAX Training Program Series - Audit Management, Collection 
Management, General Tax Administration,, Audit Supervision,, Collection' 
Supervision and Training Management. Inaddition, the first group of I 
ADP Department system analysts attended the IRS designed and taught

SATPRO I course in1966. For the most part, trainees came from the 
supervisory and middle management Wwks and returne'd to theilKP'Ositlons
 
upon completion of their courses,
 
The reorganization of the revenue Department effective January 1. 1969,
 
will result Inthe merging and consolidation ofseveral functionsand
in the elimination of s su per oymna 	 S th 
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auditing function is being expanded, it is unlikely that any of the audit 
trainees will be advevsely affected or shifted out of the key positions 
they 	occupied , o the ptrederessor re Tax Department. While the 
Collection Division is also being aboli:hed the collection function
 
isbeing assiimed by the ncewly etablished Panama City Regional office. 

Thuis, the talnees firm that area dill co;ntinue to work in their 
fields of specialization. 

The quality of training admh-,istered under the INTAX program has.been 
excellent, coverirq modern techniques and practices at various levels 
of tax adiMnistration frcm s.nali zone or area offices, up through 
distr!t.t Istate wide),, -eg;ona , Im-nvti-state areas) and national offices. 
The prograin also includeb visits ,p and orientation sessions in the 
data pqocessinq cperatlons of IRS Area Service Centers. Because 
participants frn several diffeent countw,;es may be attending the 
same 	cou'se at the same time it i,-not possible foc the programs to be
 
designed to fit the partlcuiar-, soecfilc reeds of each individual 
trainee, That Is to say, p-qirni mateai.a! may cover systems and proce­
dure cons ide-rably msre ad,.ian-ed and sophisticated than those of the 
participant's oitiv3 land., it is not the Intent of these programs to 
teach the tiainee iw to adopr the advanced U.S. systems to his own 
operations it -athF2 tr-4 .- cquaint thi with basic. principles of modern 
tax adminstrat-.In which rar, Ie a,.iapted to ln-al operations and which 
can serve as thw builei q bl,'cks fc' nre Fapid advancement as the 
capabil ;tie-; of ;.he ta, aqe cy improve ar.,d as the politico-sociologi­
cal envi ,romerls Perrn i 

For the red~ose;, Oe4. ie ret. rwned part icOpants have voiced 
dissatis1actior:, over z.w!ve";me of vhat they viewed as "unrelated 
materl al1' ot smje-,ts -t a Hngher le.vel of complexity than their 
pos t ions at • ',home he solution, they usually state, 
would lie in t-irv.e and pper~msr in the planningoai-tkiation 
of the cou.'se Orte",> F-r.t 1 tl:se cases where all trainees in 
a partic.ula-r ciass wr::e f:.:. the ountcy and from the same 
functional a- :!a, we f-el . i..' i ,.- uld be ne ,thew practical nor 
desiratle to a'Iempt ! -.IIrice; S partic"pation in course 
dcve !ool '. *t 

Factor: 048 ,nd C49 of ';h '-,.2 sioe a ,;at in N only for tae 
purpose ,f up ;-1,ciur'supe.vIsor expressions on the 
subject "si ,t htc'd-d to reFlect a program weakness needing 
correct iCt 

The fol io.ing ;oS;t elate to the specif~c questions on page 4 of 
the attachment 17o AtOT') "r A-173: 

(I) 	 Yes, in-country t-ai;nir-_ pogramns mright be organized to replace 
sone of rhe pog'am. rov adminlstered in the United States. This 
would considerably minimize the funding problems which now limit 
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the number of persois available for training. One advantage of
 
the out-of,'country training that: would be sacrificed in the in­
country programs is the opportunity for the trainee to mix with
 
participants from other nations and broaden his knowledge of tax
 
systems other than his owrn. Also, when a trainee !s away from
 
his own duty station there are fewer opportunities for the
 
training to he interrupted by pressures at home or on the job;
 
the trainee can devote his ful, und~stracted time to his class­
room and after hours study.
 

(ii) 	 Regional programs, Central Amerwica for exomple, might well be 
substituted foi' s ine pr-orams now gven In the United States. 
This -would reduce travel costs per trainee and could result 
in larger enrollmept. Also, It would provide opportunities
 
for the inter-change of ideas among participants of several
 
nations, a feature that would be lost in the in-country program.
 

(1i1) Mobile tra*ning teams coul1d be used to ease the serious shortage 
of qualified instructors n uvexisting in most developing nations. 
Teams could operate effe.tively in both the in-country and 
regional p.-ograms.. For in-cc ui ry programs, ideally the team 
could partlripate in -urveys of training needs and in the develop­
ment of mater.al tailored to suit the specific needs of a section, 
division or department of the revenue admlnlstration agency. 
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PART III- ROLE OF THE COOPERATING. COUNTR-Y 

The following list of illustrative Items are to be considered by the evaluator. in the block after only those Items which significintly 
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. P 

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

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

083 Competence and/or continuity in executive leadership of project. N 
084 H~ost country project funding. -P 
085 Legislative changes relevant to project purposes. P 

086 Existence and adequacy of a project-related LDC organization. P 

087 Resolution of procedural and bureaucratic problems. p 

088 Availability of LDC physical resourca inputs and/or supporting services and facilities. P 

089 Maintenance of facilities and equipment. _ 

090 Resolution of tribal, class or caste problems. 

091 Receptivity to change and innovation. p 

092 Political conditions specific to project. p 

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

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. p 
097 Enforcement of relevant procedures (e.g., newly established tax collection and z.,.'itsystem)..p 

098 Other: _ 

HOST COUNTRY COUNTERPART TECHNICIAN FACTORS: 
099 Level of technical eeioation and/or technical experience. p_ 

100 Planning and managoment skills p_ 
101 Amount of technician man years availablc. P 

102 Continuity of staff. . ._p__............. 


103 Willingness to work in rural areas. N 
104 Pay and allowances. . 
105 Other: 

In the space below for narrative provide a succin.t dikcussion and overall appraisal of the quality of country performance related to 
this project, particularly over the past year. Consider important trerJs and prospects. See Detailed Instructions for an illustrative 
list of considerations to be coveied. 
For only those Items marked N i;nclude brief statements covering the nature ofthe problem, its impact on the achievement of project 
targets (i.e., its importance) and the nature aind cost of corrective action taken or planned. Identify each explanatory note. 

106 NARRATIVE FOR PART ill(Continue on form AID 1020-25 I): 
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PART 	 II - Role of the ,.'Cperatlig Caukvtry. 

106 NARRAT11VE FOR PART 000, 

The GOP role jn rone, Implementation and foliow-up activities 
throuqhot.t the life of the jroect must be rated very satisfactory. 
Political tensions and uncertainties attending the national election and
 
changes in GPF administrations In the last several months have slowed
 
progress or diverted attention from sane project activities, however­
management has been fairly successful ;n irteeti7g the revenue collection 
goals estabUshed in the national budget. Considerlng the circumstances 
under which the revenue oepartment operated in the last year... civil 
riots and disorders, politlcal campaign platforms discouraging payment 
of taxes, changes in tax department leadership, low morale due to employee 
uncertainty over job retention rights or admiaistration change-over, 
military take-over off eleven day oid "ne;ril admiristration.. the feat of 
exceedi.'g last yea's tax collections and amlost meeting current year goals 
is a 	 rather s;qn~ficant il;dicator cif the stability and capacity of the GOP 
revenue ad.Vnistraticn ao.
 

Quite Fimpressive too was the stidder, unexper;ted interest of the ruling
 
junta In reviv~nr a ri,.oe than two yt-aqt old plan for reorganizing the 
revenue department nto a mrre eifcient and effective operation. At the 
request of the junta, the pr; ponent of the plan, Dr. Menalco Solfs, was 
recalled fron his Washington, D. C, post of Executive Secretary of CIAT 
(an organization of LatQ Amr can tax admingstrators) to assist in updating 
the plan and presentIng ;t to the junta and the civilian cabinet. The plan 
was enacted into law on the sane day it 4as presented. This represented a 
follow-up on efforts cif earlier' adwnIstrations, of course, but it exempli­
fies the att;tude ;f the present admins'stration toward project objectives. 

Several factovs above have been ratad ,N. The reas rs for these ratings 
fol low:
 

083 	 Since August 1964 there have been seven full-'t0ne and one acting 
Director General of Revenue. Note the follwvng summary of tenures: 

Dr. Nuflez August 1964 to February 1965 
Mr. Qulrds March 1965 to May 1965 
Dr. Solis June 1965 to October 1967 
Dr. Arias October 1967 to June 1968 
Mr. Ucros June 1968 to September 1968 
Mr. Velarde Oct. 10 1968 to Oct0 r2,,, 1968 
Mr. Montenegro (acting) Oct. 12 1968 to Oct. 31, 1968 
Dr. Castro November 1, 1968 to present 

UNCLASSIFIED 	 8a 
PNINTIED I. 	 SECURITY CLASSIFICATION Page No. 



ID 1020-25 I (7-B11) 

IECUfRITy CLASSIFICATION PROJECT NUMBER. 

UNCLASSIFIEDI 525- 1-720-048 (Tax) 
P'"R 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. 

This frequent change in leadership, attended by changes in 
emphasgs and direction, has disrupted program plans, slowed 
progress and, gn same cases, resulted in completely new 
courses being adoptedo While wany advancepwere made with 
each administration, soe previously 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, Tax offices in most 
i.catiorns in the !ntertor are k, bad state of repair and 
antenance, contributlnq to a mn st undesirable image of neglect 

and Ineff ciency. O-ratiqg budgets of the DGI for the last six 
years have been whoWly Unadequate to cover true needs. Recent 
budgets for this item were as followsi
 

1,68 $8,000 1966 $8,900
 
1967 $6,700 1965 $9"000
 

The total budget of' the DG9 for the years 1966, 1967 and 1968
 
exceeded $2 m iilon kdo earh yeaq­

_,8, Other. Qri th last foyer t3 fCive years there has not been a single 
case of tax evasioi prosecuted by the GOP. Though adequate 
penalties exist for undev Freporting of Incomre, exaggeration of 
expeFdse5, delinquency n depositing withheld payroll taxes, 
refusai to p"o de Ifcrmation, provldlng of false Information, 
etc., and the ie:hanlsqn for tovestigaticns was created in 1964, 
no violators have been prosecuted. The Fiscal Vigilance Depart­
ment was created Janouary 1, 1965, and charged with enforcement 
of the -:usto;s, Hquors, .-n' scerlaneos and Income taxes. its 
staff of r-"re than 200 persoirel has devoted time and efforts 
almost exclush'ei, tc, pmm;ing cstomns operations. The other 
taxes have been I'gnored. if vol.,7tary i.copl ance 4s to be 
promoted the law vioator5 n:Ast be detected and made to answer 
for the! r crimes. As i, many less developed countries, there is 
in Panarta a passive attitude teward Imprisonment for taxes. It 

is unMlkely that tax esiao-ers w11 be subjected to much more than 
no-nirtaq IKmnetary f neso The 'eorganlzatIcn plan of December 1l1 
1968, spec.f~cal i charges tme Fiscal Vigilance activity with 
responsibility fur investigat"ng tax fraud0 Ot would appear then 
that the way for renewed attentoio to this important function has 

been opened. 
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103 Only in the last two ve r's has much gnterest been shown In 
extending the amdit program to cover taxpayers residing In 
other than the tduree aOn ctes - Panama, Woon and David. 
Whie it is trme that the majir portuon of revenue Is derived 
frori those areas, ti;ere are rnaiy taxpayers residing in other 
toirrituries who should he. subjected to-the same scrutiny0 as 
large city deveelers, Roroqnssing this need, the DGO attempted 
gn June 11968 to establish pernanent auditor posItions in all 
major pronces. Emptayee d~scontent with forced relocation 
and poor suape-v;si7n Ilead to the discontuance of the 
prograu; in Septe . Onc st: t.i is the a.Wit coverage of 
1nterior areas by personRell on texporary assignment out of 
the headquarters, This is r.onte.wplatcd n the reorganization 
plan adopted Dere har 1i,, 1968. 

Returning oow to ,sp fr e tanal and nount.r art factors, 
counterparts ii most irstances have been career civil servants 
with many years oF expey'lence in the'v respective areas. .s a 
result, counterparts are weli informed on operations and 
coqrzai~t of ser'ous pr'ohle areas needing attentlon. They 
are receptive to ideas for improvervent and as their experience 
with the "adopted" so uti.!tis paoves profitable are less 
Inc Nived to exhblt the reslstance to change normally 
encountered when the technkian attepts to overhaul a system 
of long standnTg cat suggest a departure fioxn the old way of 
doir,g thi.ngs Wh;le there has beer a rather high tu nover in 
the key position uF Director Gene 'a, that counterpart, in each 
case, has been a cot.operative, eager, admin3stirator dedicated to 
the goals of lnc 'easing atonal revenue and Improving operrational 
efficiencyo Thus, the quaflty of the actual country effort to 
con tr{bute to and support the project has beep quite satisfactory 
insofar as co:.;nterpart input is i:!oncern;ed, 

The quant ty of GOP tax department persoainel necessary to 
Implement adopted projects has also been adeqmate. in at least 
two cases, for example0 additional technical personnel were hired 
and trained for the specific pu)pose of carrying out tax 
improvement program pyojer.ts promoted by the advisors. The first 
case Involved the lncome Tax Oepavtment, Agreelng to establish
 
definite programs for examning Income tax returns, the Director
 
General obtained budget approva3 to Increase the auditing staff 
by approximately 50% ,,the year 1966. Except for recent months,
 
the auditing function operated very satisfactorily and was
 
producing additional revenue at an annual rate of approximately
 
$3.1 million. The other case was the Data Processing Department.
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AuthorIty to hire additional prcgrarmers was obti.ned in 1967.
 
Following an extensive recrulting and screening process, the
 
persons were hived in early 1968 and put through an :itensive
 
training program under close guidance ( ncluding classroom
 
Instruction) by the tax team ADP advisor. With the additional 
trained personnel the data processing function has been able 
to reso ve r.rany of the progra daflc encles and lay appropriate 
groundwork for the developn.ent rf ni.,w0 more sophisticated data 
processing programs. 

One po tCca f-actor affecl-u2 couatry Performance has already 
been citedD Ie. 0 the '0rc;stanc.esattending the national 
elect Bs hi 1968. WhJe th;s has had scwrewhat of a negative 
effect on the program of recent rrths it s far outwelghted 
by positive facto r's hn the ear jy perod of the project and by 
t0)6 Decem-er 0, 968 aztinx r.n the ,owv delayed reorganization 
plan, 

The :nost 'rpo 'ta-it actlo !,ea,7,1y Wi;thi. projen;t was the tax 
reforn adopted by the R-:,bles adri,stffathin In Deceimber 1964. 
That refo,. 'Hrit-idAed d,viatfc dhanes hn the Income tax, 
drarmati; fi o the std;;!'.t 0!.at tieie was Httie precedence 
anrrg Latin / r-,cai c: t'es f.La the numrer and importance 
of dntcome T,o. 'aw z, ,qe,:ted time. Tho',gh thatat :?e 
legislath'on d;6 not 's';v.e al cf the proabeams it did move 
Panama a'ic.;q the wav cwa",d a fd'aly productive0 equitable 
and rat ',',c!re t3a,) 

As fov t~efets tcw' t patoinproet 
l~i nt ato an-e befieflts, late In 19G7 the GOP agreed to 
finance the salaiy aod otha,: e:,csts of the translator-inter­
pLreter posit~o?1 ii o.rer to ." peole t funds foi partially 

f nanr.g addit;cra fi.j' ,t.e ADP Advsor who 7eported to 
plst hi; Jaruarv i968, Mo , nting probies in the data processing 
operat,.cis p.,mpted the GOP ieqiest ft.,' thIs add~tlonal 
qssta:iceo Or a.ther bote, ate n !968 the GOP fInanced 

costs if a toee-,,ar deegatio; t- the second annual 
,eeti g of the CqAT o The experience gainedI,.3e,,s Ai'es, 
my the senior off,41als atte diog that tax semnar lend 
posi'ie support tr poject proposals for modernizing audit, 
col'e..tioa et., , p roga'rmso The declared purpose of the CIAT 
is the impiovement ef tax ad-iirqstr'aticn inmember' countries, 
with emphasis uponr- se$;,hellp-onsstent with the basic 
prlncipal of the Al aoire fij Prog;'esso 

UNCLASSIFIED
 
PRINTED 9.08 SECURITY CLASSIFICATION Pans No. Od 

http:0rc;stanc.es


AID 1020-28 I (7.68)
 
SECURITY CLASSIFICATION PROJECT NUMBER
 

UNCLASSIFIED 525-1D1=72Ot048 (Tax)
 
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 Sectioti Designation. 

T oects of GOP actions to strengthene the county 
ro~e n M-. ct impementation appear quite favorable. 
The desire for further progress Un revenue adimlngstratlon 
gs quite apparent fr°o the att~tudes of the rmllng junta 

and ts apptntees, A yzunq, Imaginative and energetic 
D~vector General af Revenue was appointed November D, 1968, 
and he has been vetr, vespans~ve ta the suggestons for 
strengtheing the oraportant pgrargra a ready n process.
 
The present Mhaiste. of Finance, a h qhly successful business­
mairt norivate IVifs: has been qm k to recognze serious 
defects ip gove rn.me~t iiia; age~ient practkces and controls. 
He was a strong supporter of the revenue department re­
oranizat aon plak 

nPe to 
adversely affect the projert. Large cuts In salary appro­
prlatlon are forerast WhIe ~f anc1al support for the 
reorgan'7atio plan has heero pr&nlsed, the revenue department 
wM] probai'ly face a rdurtrov 1n force along w~th all other 
agernles. As a m,,m;m, i is Uuke'y that the request for 
twenty-six addit ,na 4 adjtnj positions wMi be dened. 

The cp.r'ent .mt fedi;ce governmerdt expenditures may
 

s ,)e ,harei, tF 
kroject are .n-,AsK;o.ed at thls the. Assmiing contInLed 
project suppur't by prv ,ta govetrntnt, the prime 
targets fo;r technic:al assistan"ce --tax colle .tiono enforce­
flent and data s fo?,m adeqiate bases for the 
FY 1970 p;,oject t pao 

No decrease '9 the ,i r . des icm of the 
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PART IV - PROGRAMMING IMPLICATIONS
 
IV-A - EFFECT ON PURPOSE AND DESIGN
 

Indicate in a xief narrative whothe the Mission experience to date with this project and/or changing country circumstances call for 
some adjustment in project purposes or design, and why, and the approximate cost implications. Cove any of the following considerations or 
others that may be relevant. (See Detailed Instructions for additional Illustrative considerations.) Relevant experience or country situations 
that were described earlier can simply be referenced. The spelling out of specific changes should be left to the appropriate programming doc­
uments, but a brief indication of the type of change contemplated should be given here to clarify the need for change. 
For example, changes might be indicated if they would: 

1. better achieve program/project purposes; 
2. address more critical or higher priority purposes within a goal plan; 
3. produce desired results at less cost; 
4. give more assurance of lasting Institutional development upon U.S. withdrawal. 

107 NARRATIVE FOR PART IV-A (Continue on form AID 102-25 I): 

Project purposes and design have not varied throughout the life of the project
 
and it is no(t likely that any changes will be in order in the near future.
 
Project efforts, a med at increased revenue, have centered around imrpoving
 
the all-gimportai-t tax collectlon and enforcement functions. These are the
 
functions which must perforrm effectively for any tax administration to succeed.
 
Although substantial improvements have been achieved in the GOP tax administra­
tlon0 the potential for further advancements is still quite large in both the
 
tax collection and erfor e.ent ag-as, Therefore, these areas will continue to 
be the prime targets. Changing cou"try lrcumstances would not necessarily
 
call for lessened attentieo to these areas or for any increased attention to
 
other aspects of admirist aton. P'roject iput, U.S. and GOP, should remain
 
constant thirogh FY 1970o 

IV-B - PROPOSED ACTION
 
108 This project chould be (Plrce an "X" in oppropriooa block(s)):
 

1. Continued as presently scheduled in PIP. 

2. Continued with minor chai'o. in ra PIP, md. at Mission leel (not rogi i.n submission of on amended PIP to AID/W). 

3. Continued with significant civna._ in the PIP (bul not sufficient toiecqJiro a revised PROP). A formally revised PIP will follow. 

4. Extended beyond its present schedule to (Clato): Mo. Day_ __r. . Explain in narrative, PROP will follow. 

5. Substatively revised. PROP will follow. 

6. Evaluated in dopth to determine its tffect;ves 5, futur- ncope, and duration. 

7. Discontinued earlier than presently scheduled. Date reccm,ondcd for termination: Me. Day_ Yr. _ 

8. Other. Explain in narrativo. 

109 NARRATIVE FOR PART IV-B: 

Since no PROP has been developed for this activity, the reference is to the initial 
PROP which will be submitted prior to September 1, 1969. 
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ItThe advisor who conducted the Initial survey returned In 
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new objectives and program completion target dates. Comprehensive.
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organization of the ADP Department, 
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In Hay/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, assistance 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 programming as well as faulty or missing quality
 

controls, the latter condition 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 to a third generation computer 

system and other focusing on plannitg, staffing, training and technical 

assistance needs, particularly In the system analysis 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 on the Panama IRS Tax 

Team. Since August 1966, at least one full time ADP advisor has been 

assigned to the team, 

Problems ir the ADP operation continue to exist in several areas, 

especiallv in the property tax files,, Er roeous data on property 
ownership, valuation and tax deb. its and credits result in numerous 

improper bilings whtch, in tutn, generate taxpayer complaints and
 
undermine public conf;dence in the administration, Quality controls 
and production -ontrols, subjects of early Survey reports, are still
 
below minimum standards in most areas; the basic revenue accounting
 

system lacks controls For file changes and for new tax debits; machine
 
generated management reports are acking, etc,
 

In view of the lapse of time sin,.e the last "outside" operations survey 
and in view of thc continuation of earlier identified problems, it would 

appear appropriate to seek a depth evaluation in order to determine the 

effectiveness of the ADP program effort, its future scope and duration. 

This evaluation shouid be conducted under guidance of the Foreign Tax 
Assistance Staff, lnteenal Revenue Service, it is suggested that the 
survey be completed and a report rendered prior to June 30, 1969. 
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1. AID/W's Evaluation Panel -eviewedthiL PAR on Octob- 12, 1;,70. The 
jiurpose of the revi:w iL to j[rovide information to the Mission con. ;.nintg 
the evaluative pcocess as L'eflecLed by the PAR in an effort to improv, 
its use as a management to.i. 

2. In genev,., this PAR wpi . egarded by the Pane, as being 2zii: f;'t t'±y. 
It is obvious thL t a Ctat dea. of time and effor went into ma~in,, the 
repo.,t as .omp chen:iv.: as ;.otsiUiu. It Lhould be noted, Lowve', -L.hat 
while the Panel t..cognized Lhe evu.,uaLion covec'ud a si,.-year - riod, it 
fei.t the repoi-L may have ueen too J..n6,Lhy foir its desineu , Tie 
PAR is first and foreao.t a device M,1ission Asdanuc.entfor Lue. Luc'., 
it need not cover in great detail whL mitht c orrctt y be .,:LL~rtAj uE; 
being familiar [maeriul to, ;ay, the Mi:.sioi, Direit.or.. W:.il.: apJ-.vi:ti1 
tLe very great -.ffoit expended bY the Mission in ti e ;.ubjei t PAR, Lu. 
c 'Ij! t involved ex(.eeld what suems n-cessa.y to 'et AID/W's inue, t,-ad­
iuL, ".f Low th- PAR ue'Ciuc would be crricd out. The .Jiuiou Js free, 
.. f c--)ursk, to set A moe 'igo!ous -tauurd for it .hlif ",. -houLII'iulio 
:-1;rt it inrtease, the dan6ci of the e-.erci-e bucomii;:,.- eati. i-. 

.:it, ntiai pon~ts: of infuj':%tiou buinL, ioL1,l n a:t VO±f.-. 
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