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Tax Administration ' P
6. FROJ!CT 7.0ATE LATEST PROP 8. DATE LATEST PIP 9. OATE “RIOR PAR
DURATION: Begon FY_65_ Ends FY__qs_ 10/69 None s /70
10, U.S. a. Cumulotive Obligation b. Current FTY Estimated c. Estimored Budget teo eomp'lﬂlon
FUNDING They Prior FY: $ 201. 000 Budget: § 117. 000 After Current FY: § Q1 m

11. KEY ACTION AGENTS (Contractor, Participating Agency or Voluntary Agency)

a. NAME

b, CONTRACT, PASA OR VOL.. AG, NO,

—Ilnternal Revenue Service

PASA

I. NEW ACTIONS PROPOSED AND REQUESTED AS A RESULT OF THIS EVALUATION

A. ACTION (X}
USAID] AID/W | HOST

B. LIST OF ACTIONS

C. PROPOSED ACTION
" COMPLETION DATE

X When the next PROAG is written in early FY73, comsider
ation should be given to provisions requiring the GOP
to provide additional auditors, and to open the alrea

L

approved 3 Regional Real Property Offices. July 31, 1972
X An analysis of the adequacy of the commodity (includi

vehicles) and participant training inputs shculd be

made and FY73 funding levels adjusted accordingly. July 31, 1972
X | X The USAID should work closely with the CIAP and GOP

during the current review of the GOP

X X Development of realistic quantitative and qualitative

targets for the FY73-75 phase of the

vrepared to try to accommodate our tax project objec-
tives to the recommendations that come from the reviewT. Sept. 30, 1972

take into account CIAP recommendations. The logical

tax systea and be

tax project that

Framework should be adjusted accordingly. Sept. 30, 1972
X Periodic coordination meetings should be begun with ot

assistance agencies providing public administration

assistance to the GOP. July 31, 1972
X Urge MinFin 4.5 pame a suitable candidate to head a ‘

Ministry Planning Office. Continuing
X Urge installation of permanent functiong collection .

systems in Internal and Real Property Tax Offices. Dec. 31, 1972

Urge Income, Internal and Real Property Tax Offices
to establish master files of taxpayers.

O, REPLANNING REQUIRES

REVISEO OR NEW: Dpnop Dmn Dnao ucDmorT Dmo/c Dmon _ ,"/;"" .
S ——
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il. FERFORMANCE OF KEY INPUTS AND ACTION AGENTS
A. INPUT OR ACTION AGENT B. PERFORMANCE AGAINST PLAN C.IMPORTANCE FOR ACHIEVING
— PROJECT PURPOSE {X)
UNSATIS - QuUT-
ig:;2¢croa. PARTICIPATING AGENCY OR VOLUNTARY FACTORY | SATISFACTORY |staAnNDING [ OW MEDIUM HIGH
1 2 ] 4 a a 7 1 2 3 4 [,
1. Internal Revenue Service X X

2.

3.

Comment on key factors determining rating
The IRS team has exhibited a high-level of expertise and good relations with the
I'‘inistry of Finance (MINFIN). Progress toward the accomplishment of the work plan for
the period under review has been achieved. Although progress toward achievement of some
targets has been slow, they still appear realistic. To achieve these targets by FY75,
increased efforts by the GOP and IRS team will be required to: institutionalize audit
systems and permanent, functioning collection systems in appropriate tax offices; install
a planning office in MINFIN; decentralize the Real Property Tax Offices; and develop
a master file of taxpayers in Income, Internal and Reel Property tex offices.

1 2 3 4 ] [} 7 1 2
4. PARTICIPANT TRAINING X i ‘x ’

Comment on key foc'ors.deterniping rati

Most training in this project has been in-country. A 3-month course in Organization and
Methods, taught by IRS and USAID staff, resulted in the formation of O¢M groups in the
Tnternal end Real Property Tax Offices. Other classroom and on-the-job training has also’
been very effective. Men trained in the Of}M course and at INTAX in Washington have util-
ized their new skills in_apgr riate jobs at MINFIN. However, some step-up in partici-
;mtggn in INTAX courses is desirable.

1 2
5. COMMODITIES ? i i ¢ ! ' : x ! *

Comment on key foctors deiermir? ratin

The small amounts o office equipment needed for this project have been obtained on sche-
dule and used appropriately. In 1970 the GOP provided PL 480 and National Budget funds

for procurement. Until the Real Property Regionel 0ffices ere opened, equipmeat procured
for them is being used in the Central Office. The addition of some vehicles might help

tax collections.

\ 2 3 4 [ [ 7 \ 2 3 4
o, PERSONNEL
6. COOPERATING x *
COUNTRY S
b. OTHER X

Comment on key factors determining roting '

In general the GOP has given positive personnel and policy support to the project. The.
GOP staff, especially at the top levels, is good and willing and able to implement most:
project goals. GOP in-kind and PL 480 support has been adequate. Major problem aress
are the lack of a Central Planning Office in MINFIN, slow implementation of approved GOP
plans, lack of funds for additional auditors in the Income Tax Office, and funding in
Real Property Regiomal Offices. Financial pressure on the GOP to ralse revenues is
expected to help bring about implementation of an impro gg au tem and the Region
Offices. The GOP satisfied CIAP requirements for this 1ew /& for the suspension
of a ¥ t—uritten nev income tax law. The re-written old law should, at least, mair
forme 5% 3els of income tax revenues.

< 2 1- 3 - 8] 6 ). 7 BXEE B Y5 KN SR
7. -OT.:‘EF.‘ DONORS s k - ] h *t i T

(See Next Page for Camments on Other Donors)
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Ul 7. Continuads Comment on key factors deter.nining rating of Other Donors

The OAS has been responsible for drafting new tax legislation. Their 1971 income tax luw
wvas a well-written document and their pilot project in real esat:ate revaluation his been
well run. Coordination with USAID has at times been weak.

CIAP has been asked to take the lead in making a complete review of the GOP tax structure
and in the drafting of a plan for tax technical assistance for the GOP. Its recommen-
dations will be very important in helping USAID plam the FY73-75 phase of the tax project.

It KEY QUTPUT INDICATORS AND TARGETS
TARGETS (Percentoge /Rate /Amount)

A. OUANTITATIVE INDICATORS

! CuMU- NT F
FOP MAJOR OUTPUTS 1/ LATIVE CURRENT FY ey T3 ey TH | SN2
PRIOR FY TO DATE TO END

10% annual increase in project’ *""c° 10% 10% 10% 10% 10%

monitored tax revenues. 2/  [acruaL
ANGE M
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TORS COMMENT:

New, improved methods for administering tax collections
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. are being used in the Real Property and Internal Tax
Improved Tax Administration | offices. New audit mebhods are being used in the Income
Tax Office.

2, COMMENT:

Various types of training courses in clerical, toehniul..
and administrative techniques of tax administration have

Institutionalized Training | p..n conducted. The GOP's ability to comduct courses is

being institutionalized at the In-Service Training Conter'
of the National University.

3. COMMENT:

1/ See attached "Achievements in Tax Administration 5/70-12/71"

2/ As a result of this evaluation, this quantitative goal needs
and additional ones need to be developed. See Recommendatioms, pyl.
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IV. PROJECT PURFOSE
A. 1, Stotement of purpose os currently envisaged. 2, Same as in PROP? BYES D NO

To develop and institutionalize improved GOP tax administration systemsand

procedures.

Cenditions which will exist when
above purpi se is cchieved.

. I.

2. Evidence to date of progress toward these conditions.

. Existence and use of all necessary

. Personnel and financial bdbudgets

mamials for each tax office
ting procedures, forms, etc.

. Institutionalized in-service traig-

ing programs for MINFIN technical
and administrative personnel.

. Institutionalized centralized plni-

ning function for monitoring writ+
ten procedures and for periodic
reviev of internal and external
forms.

installed and operating et realis
tic levels to support system.

+

System of compliance with GOP tax

with aver
of 16% per year 1n project assist
tax collections over life of pro.

e annual :!.ncrel.mfd

New tax processing system developed and in effect in
the Real Property and Internal Tax Offices. New

‘processing system in use in Income Tax Office and

new audit manuel developed.

Various types of in-service training courses have been
developed and cuonducted for MINFIN employees in orga-
nization and methods, audit techniques and processing
procedures in conjunction with the Nationel Univer-
sity's In-Service Training Center.

New Organization and Methuds groups were created

and are functioning in the Real Property and

Internal Tax Offices.

GOP has provided adequate staff and counterpart to
achieve most project purposes. Additional auditors
and funds for the 3 Regional Real Property Offices
have been promised.

New statistical syatems to aid collections are oper-
ating and in the Income Tax Office there are the
beginnings of a structure for tax audit. Publicity
is given to new and changed procadures, laws and

Ject. V.

PROGRAMMING GOAL regulationsT

A, Statement of Programming Goal

Increased public sector savings through increased tax collections.

8. Will the achioven ent of the project purposo make a significant contribution ta the programming gual, given the magnitude of the natinnnl

problem? Cite avidenca.

The GOP suffers from & chronic deficit in reverues that limits its resources for economic

development.
tax revenues authorized by law.

One aspect of this deficit is & weak administrative system for collection of
CIAP and the QAS both cite this weak tax administration as

a major factor in Paraguay's budget deficit.
Evidence of the impact of improved tax administration om revenue can be seen in the differ-

ence between project assisted and non-assisted tax offices.

In the project assisted tax

offices, where there are improved administrative procedures, tax reven:ss have im

In the non-assisted Customs Tax area, collections actually declined 15% during 1970-1971.
The Cuarani figures are an increase of ¢5ho,ooo,ooonn the assisted taxes and a dcaull
of ¢26l$,000,000 in Customs. Improved tax adminigtration thus seems to make a .mmm

A/

impact on the QOP's budgetary resources.


http:curren.ly

Target

Audit Program

) Equitable System c¢i Taxpayer
. Appeals

: Updating of Taxp.:yer & Property

Records 4

ACHIEVEMENTS IN TAX ADMINISIRAPION - 5/70-32/71

plicaple)

(Llan{ spaces indicste not zu

Inzere Tax

RealSbroperyi

(2) Reviewed in iC79.
for selectins veturns.

S

More than 35 for 1.

ths avdit activity.
for controlling sudit c
assignuent to au
Gispcsition was atze
a coordinated Avdit
Returns Se

ites

=
L2l

/@i

insticucted iu ci
change in Tield audit.

Many obsclete records have been
removed and destroyed. Conver-
sion from e msnval to data

processing system is progressing
in an orderly manner.

23;'1"”'

The field collection program was
re-instituted for the purpose of

making personal visits to tex- n2)"
payers to secure delinquent tax
payments.

"(5)!)

5 Field Offices approved in 1971
but not yet qpeneth,

Chanvzed method (1)

High %

increase in audii productivn 1971,

1311 too fey
aucéitors, but anticipate an in-

3 crease of € more and a2 furthex
increase in aaditional tax from

A new Icrm

as2g T

o final

adcopted &s was ' 3

Wor Plan &

tion Prosram.

An informal appezls sysiem was
‘Fice audit.

In this surmary:

Znvreraed

it EnaaT

Selected n=v ifuspasions Genarsi
We pregcnisa somerabsnciTe dlnn
for in-Gepii Teview, anzlysis
cnd re-coxgsilization.  Direcior
accepted pr nlan.

o

s ORNY

Ko .

Indicatecs en activity cubctentizlly or ’ul?
cormlated 3

Indicates achicvements are in proqzess and'
verious stoges of uoanleti~n.

Indicates a coctinuing sctivivy, mcnitof-é
and assisted by the IRS team. ;




Target

5) Improved Administrative Methods

6) Follow-up System for Delinquent

Taxes

7) Improved Procedures for Tax
Collections
Isproved Procedures to Process

8)
", Tax Documsnts and Data

Real Property

Absorbed in othex targets.

(1) Prepared yearly tax bills for

v

Asuncidn taxpayers by utilizing
I™ equipment. Eventually bills
for ell taxpayers will be pre-~
pared in gimilar manner. More
stringent accounting controls
implemented thus less irregu-
larities with Government funds.
late filers assessed pernalties
end not forgiven as was previous
custom.

~4

[\

(1)
v

(1)

Income Tex

Absorbed in other targets.

Tax Teams recommendztion for new
statistics program was adopted.
Two additional employees appointed
to this functicn. Will assist
greatly in avdit and collections
programs through uvee of selective
statistical date and up-dating of
taxpayer files and accounts.

IIM Master Card File completzly
reviewed end corrected. Few cross
check procedures for obttaining
returns selection data were ini-
tisted. Also new gudit time
reporting forms and procedures
for processing and analyzing
direct and indirect work time
wvere edopted.

Iaternal Tax

Absorbed in other targ..s.

(2) Plan accepted for follow-up
by aging ueccounts. 0Qldest
accounts will generally receive
attention first.

62) Implemented first phase of too-

payer mester file which provi“a:
more effective controls with
1e§s manpower.



Target
} Improved Organizational V(/I)

Structure

) Program of Taxpayer Education (3)

Assistance

) Training of Personnel *3)

.) - Nemals that Show all Kecassary
' Yowms, Prooedures, Functioms, etc.

v

)

(3)

Real Property Inceome Tax
Created new department ond con-
solidated office and field
collection operations into this
department. Formerly these tm
sections were ir different ds-
partments. Formed Organization
and Methods function.

VG?) Tax Teamn Recommendation to
create new post for Avdit
Bivision Chief, to coordinate
ield and Qffice Auvdit Luactions
now undexr active coosiderstion.

Management personnel very cone
scious of importance of effec-
tive taxpayer educaticn program.
Kew and changed procedures, laws
and regulations receive prompt
and complete news media coversge.

Various types of in-service (&)
training courses have been

conducted for employees covering
such subjects as organization

and methods, audit techniques

and processing procedures. The
Director and Technical Advisor
sttended third coumtry treining
courses.

A new audit menusl was developed
to e vsed as a basis for an
audit training course in 1572.
Special coaching in the use of
proper statistics and returns
selection criteria for auditors
was previded by tax team.

Implemented data processing pro-
cedures for preparing tax bills

- for Asuncidn taxpayers and for

accounting for tax payments
received. .

Develop yearly Vork FPlan by
@epartmeats within the office
which is monitored by the Director
quarterly as to progress towards
stated goals.

(1] Formed Organization and Methods
Grcup. Organized office
Collection Section for processing
delinquent accounts. Strengthened

managoment control over field
offices.

Verious tvypez of in-servics
treining coursces have tesn
conducted for emplcyecs coveriny
2uCh sttjeetz ey orzanizsiicn
and methods, audit techaigues
and proceccing proceduras.  Se-
lected supervisery parsonnel h-ve
svtenfed third country treininr
tourges In tex administration.

(1) Consolidated into one Resolutiza
various tax regulations followed
in the oiffice. TDeveloped
functional statemsnis for each

segoent of the office.
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Cther

Improved Administration Provisions in Tex I<iislglion

Most of the tax teams recommendations for improved administration procsdures were incorporated into the recently suspended income tax
law,

JImproved Organizational Struciure in Finance Ministry and Tax Offices

Taex Team suggestions for creation of an office of Director General of Revenues was not adopted, nor is it likely to be adopted under
present ministerisl sdministration. An alternative sugzestion for a planning and/or a coordinating function at the ministerial level
hasg, likewise, not teen adopted. The latter is, howaver, under active consideration.

Tax team participated in a planning group which recommended to the Minister of Finance a complete restruciuxing of the Office of ihe
Technical Adviger to the Minister. The proposal is under consideration by the Minister of Finance.

New O & M groups were created in two of the three tax offices.





