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DATE SE:NT 
Jan, 22, 1970 

SUBJECT· PROP: Reorganization of lncoml3 ~'ax ]'I,dr.. inistration 

REFERENCE· FY 71 Congressional Presentation 

-, 


Cvuntry: Jamaica .!.)ro~ject 1:'.): 532-750-033 

Submission Date: January ~6" 1970 9!:':':ri.l]aJ, 

Project 'l'itlc: Reorganizatio:1 of Income ~('C\x A<':lminist:ration 

US Obligation Span: FY 71 through P'i' '12 .' 

Physical Jmplementat::i.on Span: FY 71 through roy 7? 

Gross T.Jife-of-2rojcct Fina!1c:i.c1l TIequiremp.:1ts: 


US Dollars: $106,000 
Cooperating Country Cash Contribut:i.o:1: (~st, $/;7 (00,1 

U;''l.ID recommends Clpproval of the proj cct. descr.ibed h(!r'Jurlc'er, 
to proviclc 2', man-Y8ars of advisory sG!"vice::; to assi2l reot.'gt:l'i1i­
zation of the Income Tax Depal tmc!1t i:1 Jamdic:l. Tho pro:··-:~ct. as 
outlinccl follows the reconmle:ldations of IRS ElirV(~y tC?3r,;s '"hieh; 
first under AID ~)Io/rr <.1nd later: under cvntraCI: with th(~ 30J. 
~rcw up planG for rcorganizi~g ~he Tax Departmsnt. ,Tctal bud­
<Jct~tl cost to AID would bc $106,,000. The Jamai~·aJ.'1 Cabi:.1et has 
upprovcc1 the reorganization plans and h3S submitted 10<]~,51ation 
to i'ilrlic'l,lcnt for uny ncc-:ssury chang~s in law, 
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to Jamaican development, and is in a field in which the US has the capa­
bility of providing the services neededo 

Summary of Funding Required (Obligations in $000) 

Fiscal Years ~ L/G 
Total 

Aid 
Personnel Serv: 

PASA 
Cooperating 

Country 

Budget FY 71 AG G 70 70 l32'~ 

B+l FY 72 AG G 36 36 145" 

Total Life AG G l06 106 277 

* est. additional cost of new, revised tax administration 

Setting or Environment 

Jamaica has an income tax law on the books, with a fairly steep set of 
rates running up to 75% for net income over US$18,000o Income tux col­
lections accounted for 31% of total government tax revenues in 1968/69. 
But the income tax has had many weaknesses as an efficie~t sour~e of 
revenue because of inefficient collection~ It works well against salaried 
employees who are subject to PAYE (withholding) 0 others have b3en let o:f 
more lightly by a cumbersome system which lacks effective enforcement o 

First of all, there is no self-assessment. The individual taxpayer has 
been sending in his raw data and the tax office analyzes them, levi~s a~ 

assessment, and then the interminable arguments begi~o Returns may 
remain in an "objections" status for years. And there is very little 
aUditingn 
. 


Tax offices are understaffed and do not have the time or competence for 
any comprehensive auditing worko The jobs in the offices have not been 
attracting able candidates because of low payo The low e(ficien~I is 
mirrored in the physical state of the tax commission's building which, 
though new even if austere, looks rundown and disorganizedo 

The Government of Jamaica, like any other government, needs more revenue. 
It also needs to distril)ute the tax burden more equitablyo Hence, the 
logic of improving the administration and increasing collections under 
the income tax. 
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Strategy 

The Government of Jamaica is determined to improve administration of the 
income tax. It has taken as its point of departure the recommendations 
of a retired IRS officer (Mr. Charles Erelet) as consulta:lt. He had sur­
veyed the Jamaican incom& tax administration in 1965 (AID PIOIT 532-50024). 
A team of three IRS advisors, including Mro Emlet, returned to Jamaica 
last year under contract to the GOJ to provide further assistance in 
drafting recommendations for reorganization of the income tax collection 
structure. The Cabinet has approved a comprehensive series of recew~n­
dations which will: 

1) 	 Adopt the principle of self-assessment for returns beginning 'oJi th 
those for 1969; new and revised forms are now being mailed to tax­
payerf;; 

2) 	 Revise the personnel structure, and prov~de higher pay; 

3) 	 Strengthen the audit sections; 

4) 	 Last but not least, fix up the income tax building in Kingston 
with the view toward providing better service to t3xp:;yers. 

Recommendatio:1s requiring legislative changes have gene t.o Parliament 
wh~re approval is 'assured. 

Planned Targets, Results, OUtputs 

The government's stated goal is to increase income tax assessments by 
J$l million (US$I.2 mil) per year in the next three years over and above 
any increase expected through a rise in income level~o This figure 
probably understates the potential quite a bit. Another exp8cted advan­
tage, ulthough a less tangible one, is the hoped-·for popular aW3r-eness 
of the more equitable burden-sharing resulting from decreased tax evasion. 

Course of Action 

It is proposed to provide the GOJ with the following advisors to a~sist 


in the reorganization of tax administration and collectiCin procedures: 


1) 	 A specialist for a period of two years, with an overall knowledge 
of IRS district organization and functionso He should be palticu­
larly knowledgable in the areas of processing returns, collecting 
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delinquent accounts, and obtaining delinquent returns. 

2) 	 A specialist in field audit techniques to provide intermittent 
services totalling six months; and 

3) 	 A specialist in administration to assist with personnel adminis­
tration, supply management, forms design, and form letters, etc., 
for a total of three months. 

If the proposal is approved, AID/W will be asked to negotiate a PASA 
with IRS to take effect as early as possible in FY 71. The GOJ has 
interim contractual arrangements with IRS through the balance of FY 70 
but will need new financing thereafter. It has held preliminary talks 
with IRS which"says it can supply the specialists neededo 
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Please :lote that: LhE: advisor::;; t.o be .hlr~~i&hed by AID under the 
subject proposal (see "CO-':;l'se CJf Act:ic::1") would !L~ have opera­
tional rolesn They 'would .9.~v~.~~. Jamaican officials on adminis­
·trative and organizaticnal change:.:. They would not: have 
pI:ofe~sim,al CO!'1L:lc.:i..s with L.=ocpa:rer.::, 
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_"'____~_ ...______ 1. ..c :FA: CL .._______ 

Mr. John R. Kanline 
Chief, Jamaican Affairs 
AID/W, Room 3242 
Department of State 
Washington, D.C. 20520 

Dear Mr. Kanline: 

We have reviewed the PROP covering the reorganization 
of the income tax administration in Jamaica per your request 
of March 19, 1970. 

Although rather succinct, the PROP appears to cover 
such essential elements as current environmen~ strategy, 
planned input on the part of the GOJ and the U.S., a plan 
of action and expected rtsults. 

Our involvement in the Jamaican tax administration 
improvement program has been limited to the conduct of a 
survey in 1965 and some back up assistance to Mr. Charles 
Emlet, a retired IRS Director, who has inaugurated a 
program to implement the recommendations which he made in 
the survey. The assistance that has been rendered by 
Mr. Emlet, under direct contract with the GOJ, has consis­
ted of several short trips to Jamaica together with some 
short-term assistance by other IRS employees or retirees 
working under Mr. Emlet's direction. 

We recently had occasion to make a rather cursory 
review of the program and found that a great amount of 
progress has been made in spite of the minimum assistance 
provided under the contract. The Income Tax Department 
has been completely reorganized along functional lines with 
increased staffing and higher salary levels. The basic tax 
return has been radically revised and a new manual processing 
system, including written procedures, has been established. 
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The taxpayer assistance program has been expanded, the 
office assistance area revamped and excellent publicity is 
now appearing daily in the local press. New audit proce­
dures have been written and projects are no\l7 under way to 
train office auditors and field auditors in the new methods 
and techniques. 

Of greatest significance, we feel, is the approval 
received for a pay scale for Inland Revenue employees that 
goes way beyond the regular civil service pay scale. This 
should resolve the most urgent problem pointed up in the 
original survey -- inability to attract and hold competent 
personnel because of low pay. The willingness of GOJ 
officials to set up a real rrblue ribbodr tax service out­
side regular civil service standards is concrete evidence 
of their sincere desire to effect meaningful tax reform. 

An excellent start has been made in the GOJ tax 
administration improvement program; however, it is only a 
beginning. The difficult phase of recruiting and training 
competent employees, implementing the new procedures and 
maintaining the original momentum that has been built uPJ 
will require expert direction and advisory assistance for 
the next several years. 

Our experience with similar programs in other coun­
tries indicates that a full-time on-site tax administra­
tion specialist is urgently needed. The total amount of 
assistance provided for in the PROP -- two-and-three· 
quarters man years -- is an absolute bare minimum for a 
project of this type. However, we,are confident that in 
view of the pr.ogress made to date and the competence and 
enthusiasm for change exhibited by the GOJ t~x officials 
significant and lasting improvements in the tax agency 
will result. 
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We are prepared to support a tax administration project 
in Jamaica to any extent that you and the AID Mission deem 
appropriate. The part time advisor assistance now being con­
tracted for by the GOJ will terminate in July and we feel it 
would be most desirable to begin the proposed AID project by 
that time. 

With 	kindest personal regards. 

Sincerely, 

~~ 
Harold Moss, Director 
Foreign Tax Assistance Staff 

cc: 	 Casper Green - AID/W 

William Feldman - AID/W 

William Paxson - AID/Jamaica 
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