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OF TOUR REPORT

ROLERT J. YOUNG
Public Adninistration Advisor

This report covers,events during two tours of duty in Asuncion from
Fobruary 1961 to November 196, ,

The technician epent somo' 5 months in PAmguay on TDY from USAID
Drazil before a transfer to post was made in July 1961.

General Objectivos and Specific Goals

The role of public administration assistance in Paraguay has been
principally to increase the management capabdlities of the GOP, so that
through improved planning and execution of programs in the public scctor,
Parapuay can more effectively assimilate and benefit from the assistance
provided by the U,S., the international agencies, and from the expenditure
of its gwn funds to accelerate economic development and social progress.

Tactically this goal has been sought by projects of (1) manpower
development, both long and short range and, (2) the development of a better
institutional base for the major management functions by which the Paraguayans
themselves can constantly evaluate and perfect Public Administration,

As Chief, Public Administration Advisor, the technician was also assigned
the responsibility for representing the Mission on higher education affairs,
vith responsibility to coordinate, in the interests of institutional improve-
ment, the fesources of the lhree manpower development contracts in higher -
education, and for the planning and devel nt of a College of General
Studies at the National University of Asuncion, '

Activities

Two projects were active when the technician arrived in 1961. (1) a
project to improveé the administration of the customs service through the
advice and assistance of a U,S, Customs Advisoy, and, (2) a project to
asaist the Mational University of Asuncion create and develop a School for
the teaching of management and aduinistration to college students,

InzService_Training 9&‘2"
In November 1961 an agreenent was signed with the Hinistry of Finance

to.oot up o large gcale training program for public employess, largely to
train in the non-sapervisory and office administration skille,
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USAID thus had assistance projecta for both short and long range man-
power develnpmafnt, as well as a managemont improvement project in the vital -
area of Customs which produces 20-25% of the public revenus,

Management’ Study

In 1963 the technlcian undertook a management study of the Ministry of
Education. The repoxt whith contalncd recommendations for an overall reorw
ganizatlon was submitted to the Minister in Decomber 1963,

A similar projent has becn developed for the Ministry of Agriculture
in 1964 to be donme by n private management consulting firm,

- W) CED vy i e e e G sew wm m ew e e WY

The techiniclan prepared a report on the problems in higher education
vwhich was submitted to the Rector cf the National University in April 1963.
Aa a result the technician was appointed Chairman of a Li-national Committee
consisting of members of the U.S, country team and import.nt University
officials to develop a plan for improving higher education.

This Committee developed the project for the Cellege of General Studies
as the first step in a long range plan for institutional improvement, An
agreement was signed in January 1964 for a cooperative project to oreate the
new College, New York State University at Buffalo is under consideration
as the U,S. institution to provide the technical assistance.

W) e ey hen Cw rmp emw e P e

In early 1964, the t-cauiclan developed a comprehensive plan for adminis—
trative and flscal reform that would be financed principally by a long term
goft loan. The plan covers a five year period and is aimed at developing
the central or comnon management seorvicos of . the national govermment into
viable institukions on which sustainzd national management growth in publie
administration can be realistically anticipated.

In the technician’s view the plan, if adopted, as well as the tactics
for carrying it out, would represent a major shift in Mission policy from
previous years. Rather than simply repeat the recormendations from the plan

in the final section of this report, the plan.itself is inoluded &s an
appendix to this paper,

UNCIASSIFIED
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Favorable Aspocts

The most favorable aspact for development in Parapuay is the increasing
volitical stabillty that has been created by the precent administration, now
10 years in power. Although the economy has not moved forward as fast as
dosired over the past four years, the base is boing firuw~d up and there have
been some individual examples of new economic activity that are encouraging.

: With increasing stahility, the Paraguayan public administration has
grown less defonscive about ita system and practice and more analytical and
critical of iis deficlencles, Sufflclent progress han not yet been made to
expect an enthusiastic response to recommondations for such politically
dangercus mov:s as freezing employment, in the public :rrvice to hold down
rgeoning exponditures, or the adoption of even madent v izational
changes which would reduce the tremendously time consuning, it politically
potent practice of the daily confrontation between cabinet Ministers and
the most lowely citizen on any trivial matter.

Nevertheless, intense interest has been demonstrated, by the Minister
of Agriculture at least, for a management study and a reorganization of
his Ministry. The hard facts of reorganization however, still may not
be politically palatable in 1965 given the current stage of national
development and the still narrow leadership base,

Unfavorable Factors

One of the most unfavorable factors has been the absence in the GOP
of any centralized responsibllity, direction or ceordination for the improve-
ment of public administration, NMost of the outside assistance has been
directed toward lmprovement at the departmental level and the benefits have
neither been widely shared throughout the exeemtive branch nor have they
been long lived since there has been no overall, or national institutional
baso to protect and fostor the gains that were made. For example: technical
training for departmental personnel officers has not affected personnel
practices over a ten year period because there is no system for personnel
administration in the national government.

In the absence of any coordinating office in the GOP for administrative
reforms, USAID and the international assistance agencies have cooperated
only in special sectors., This has led to a rash of some 18-20 narrow gauge.
projects since 1951, which have had at best a superficial effect on the na-
tional administrative system, USAID projects to improve Public Administration
in Paraguay since 1952 have poncrally been developed in conformance with
the proclivities of the technician assigned to the post
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at the time rather than becauso of any priority wuithin an owrall plan, As
a result, the GOP still does not have any clear idea of the i:.icnse and
complicated job that must be done Just to start its public adwinistration
on the road to improvement through action based on self-analysis, colf-
oevaluation, and self improwememt,

The ‘problem of coordinating the resources of USAID and the international
apgenclos seoms llkely to remaln unsolved until the GOP has a 1iational plan
for adminlstrative refc:m aid a encrdinating office with authority to determine
priorities at the nitional leucl,

Too mich duplication of projects stlll exiats and the GOP continues to

blindly accept offers of oulside grant.ald without realizing Lhe connter
productive rewults of such a policy. For example, 1o ivzonber 3903 USAID
submitted to the Ninlster of Fducation a lengthy and u-i-i led an.lysia of
the mnagement system and recommerdation? for the reorp mizatlion «f the
Ministry of Pducation. This was a plawn~d step in the ,. i~ of snistance
to Fducation, and was to be foll-wed by the assignment oF a 1,5. techniclan

to the Ministry along with come of fiee supplies and equiprnt to Yepin a
thorough reorpanization, Before the dotalla could be worked out, howcver,
the Tripartite Group (OAS-IBDCEPAL) working with the llational Economic
Flanning Cenmission broupght in a technician for a silx.~ipght month pcriod
ostensibly to work on administrative reform in the Ministry of Education.
This techniclan is unfamiliar with the larger framowork in which the re-
organization must take place, and the fact that neithor his sponsoring
agency nor the Ministrxy hue progrrumed the msources to purchase cven the
minimun additional equipment fivi- the technician to work effectively tends
to destroy the confidence of Ministry personnel and reduce the initial
momentum created by USAID, Meatthile, the whole question of future U.S.
participation is unresolwed in the midst of a large U,5. effort over several
years for the improvement of Paraguayan publie education,

Finally, the gevernmsnt 13 now in an acute stage of a chronic fund
shortage o that it is diffimmlt to generate even modest amounts of funds
for counterpart purposes even when funding requivements are scaled upward
on an easy curve over several years,

In the case of higher oducation, the achnlcillassistance projects in
four different schools and colloges of the National University have not
been able to matorially change or improve the badly defficient basic structure
and practice of the parent institution, Meanwhile, projects in higher education
of a more fundamental nature, contirue to g hegging, bacause government
regources are too short £o do more than meet the contiming requirements of
the older projects which were not aimed at improving higher education per se.

UNCLASSIFIED
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Measured in terms of the narrow and imnediate project objectives all
the activities in public admdnistration over the past four years have been
highly succesaful,

In the area of manpower development, the School of Public Administration
fills a long range need to prepare college traimed specialists for important
administrative posts in the public service,

The new School appears to be firmly welded onto the higher education
system, The first class of students has completed tho four ycar course and
20 have graduated. There are now 4 Paraguayans with Master!s degree in
Public Administration from U.S, Universities and four more in training to
"carry on the work when U.S. assistance terminates in Januwary i965. In
1959 there was not a single Paraguayan with a graduate degree in Public Ad-
mimdstration in Paraguay.

In addition, a small but profesalonally good reference library has been
established with U.S, assistance to the School, liorcover, the continuing
orientation of the School has strengthened the recognition among Paraguayans
of the need for adminmistration training at the college level,

The shoit term needs for mass training of public employees at the lower
levels have been met by the creation of a Center for In-Service Training
that has given formal training courses for some 3000 public employees during
1962~64. Although widely supported in the GOP by the rank and file employces,
Lts future as an institution is temporarily in doubt because of the shortage
of local funds to maintain the activity as a Paraguayan institution when

U.S. aid ceases,

The project to assist the Customs service was phased out in July 1963.
after four years of tochnical advice and assistance, The major share of
the recommendations made by the technician were adopted into law and
regulations which are now in various stages of implementation,

Good progress has been npde by the GOP with its tax reform program.
At this time the National Aagembly is considering a series of several new
tax laws. This is the firs{ 4tep in a far reaching effort to provide more
public revenue as well as to-enact fair and administerable laws. The U.S.
assistance role will Pe to help develop a better administrative system for
the now tax laws using@l consultants Bom U.S. Internal Revenus Service.

In summary, there has been a great doal of success in achieving the
physical objectives of the project if these are measured in terms of the
number of peoplo t{rained, or the quantities of books bought, etc, Paraguay
however, has been able to achieve very little basic or institutional
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that will serve to change the way the GOP has traditionally minaged the public
businoos, While it is conceivable that no important desirable changes were
possible during the past ton years, given the conditions extant, the absecnce

' T emphasis on institutional building has, by default, given the fidd to
‘assistance projects of higher publie relations value, but which in fact have
not contributed effectivaly to the political and social rcestructurization

of tho soclely. Unfortunately, projects such an the oms for the School of
Public Administration have not bm'n suflficiently institutional to crcaie a
faciliiy that can maintain the high standards necnssary to obtain a rcasonably
adequate education, Instsad we have helped to create another appendape to the
Unlversity which, when U,S, asaistance 13 terminated, will regress to ap-
voximately the same low ethicational level that the “niversity maintains

generally,
As nentioned earliex; not enough new projects of ~n institutiomal nature
m bo undertaken immediataly because of the necd te meob Lhn continuing
‘committments of the many less-basic activitles that were jiitiated in earlier
years.,

Mcamvhile, some progress is being madae with a project for institutional
improvement of higher education planned foxr 1965 through the creation of a
College of General Studles. Two other projects, the Natiomal Economic Planning
Commission, .and the Center [or the In-Service Training of Public kmployces,
have also had pood beginnings., Because thoy are making fundamental changes
in the traditional way of doing things, however, they will still need outalde
assistance for ayrperiod of time before their value is sufficlently recognized

locally to acquire an adequate guaranl mdget,

Recormendations

G Gn ewn e U G WY M Gus cem v Gumb fmt Gay FED CEm

USAID, and if possible in cooperation with the international agencies
glving assistance to Paraguay, should prepare and present to the President
of Paraguay and his principal staff an evaluaticn of the total problem in

adninistrative and fiscal reform,

Secandly, the President should be urgsd to create an institute of
sdministrative reform or a similar unit responsible to the Presidency, and
give to it the authority to plan, organize and direct the reform program.
Included in the authority should bo the rosponsitdlity to review, coordinate
and channel the outside resources obtained for administrative reform at both

the national and the departniptal levels.

UNOCIASSIFIED
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InzService Training Center

It is recommended that close contact be maintained by USAID with the
Director of the Center after the transfer to the GOP of this project. Although
the Center is well staffed by Parapuayans to conduct the type of training that
has been demonstrated by the Center over the past threc years some lowering of
the efficiency 1s expected. The influence of the Center can be strengthened
through the use of technicians on TDY to offor courses in the areas of popular
interest, especially Job classification and fiscal control. Vhen an Institute
of Administrative Reform is established the Center should be tramsferred io it,

Higher FEducation

It i8 str.npgly recormended that USAID continue to pive full support to
the croation of the new College of General Studies using fthe plan which was
developed in 1963-64, The College is the best approach tuv achieving insti-
tutional fmprovement at the National University and has sufficient public

support to accomplish basic reform.

In view of the interest of the New York State University at Buffalo in
expanding its role at the National University of Asuncion to include technical
advice and assistance to this project, it is further urged that a new agrce-
ment be négotiated with Buffalo to provide the needed iechnical advice and

asslistanoce, .
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The technicisn and his family arrived in Ammocioti en Jwme 1, 198

on direct transfer fyom U , to assume duties of Chief,
Public Administration Advisor. This report tharefore ald
nonths pe!’:lOd m hl’ 1’ 1%2.

I. Go °

The objeotives in the field of Puhlic Admintstyetisn heve bem
to assist the Parsguayan Govesmment to obtain a mosw ;
execution of public policy br improving the orgmaissiien and mamagement
of government services. This was to be achieved priwmeipslly bty
gystemtizing the methods and procedures in the administeative prooess
in vhat is known as the institutiomalization of the aduinistrative
functions., It would result in better mational plaining, responsible
budgeting, merit employment, work standards, equitabls salaries for
publ:lc mplq‘.S. ote,

The Mission goal has been to assist in the institwbismealisstion
of as much of government administration as possidiewith the swa’lable
Paraguayan leadership.

IT. Activitiss.

Snpenindiithy for desleping & aahiennk saomeis phenniengs
Dtttutive bt e xsstgeed fa Ahn semende abdese. The Division's
attention was directed toward (1) basic refupm in pareswmd adminie-
tration through the creation of a new Publie Swwies Im:: (2) the

SECURITY CUASSIFICATION
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development of a nationewide in-gervice tyuining orgenisstion, (3) fiscal and
mlﬂimlmfmhthmstmdwmdu)mmm
of a School of Public Administration in the National University.

The last two of these projects had alveady besn in progress for two years,
and one techdcian was aboard vorking wvith oustoms and tariff.

Continmuing assistance wvas given during the period : to the Sshool of Publis
Administration in the Nationnl Urdwreity. The School is nou in its third
acadenic year wvith an emrollment of 103 students, U.S. assiotance has been of
the traditional type: training of professors in the United States, esiuablishing
a reading and reference library in the Jpanish language, and advising and guiding
in the sclection of courscs, course materials, and for the peneral acadenic and
administrative policy.

Drafting vas copploted of & Public Servioce law which would require modern
managenent practices and vhich would institutionaliss the wvhole area of
administration, The draft law was prepared on instyuctions of the President and
is being studied by both the exscutive and legislative branches.

The two projects vhich have an imsediate irpact are those which provide
technical asaistance in making fiseal reform in the customs pervice through
better organization to adninister the customs funstions, and by hetter valuation
of trade items on vhich duties are paids and the project for the mass training
of some 5000-7000 non supervisory emplayess in offfice and lower level adninistrutive
skills, Training 1s boing given at the rate of 1000 employees per year, and the
systam for contimuing this training vithout U.3, assistance is being thoroughly
developed throughout the government.

Most of the faotors affecting the rate of progress are unfavorable, The
resources available to the government are po overstrained that it is virtually
impossible to neet even tho slightest additional financial burden in order to
qualify as a joint contributor or as credited self help. Comditments ave
therefore froquently not honored or arrive late and in a redused amount,

On the credit side, the average Paragusysn is friendly towaxd the US;
he holéds the technical corpetence of Aericans in high estesm, and he 1s willing
to make some sacrifice to gain knowledge and skills.

Govermmont leadership, however, is charesteristically oconservative and
recormendations frequently require physical demonstration before acosptance.
Adninistrative procedures and JUUUNSENE WS procecess dencngtreted out of
context often do not render the desired or axpected result,

CLASSIFIED
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Tochnical assistance in Public Adninistration could be more effoctive
if it vere better coordinated with the other AID assistance areas, Each
basic activity such as liealth, Bducation, and Agrioulture tends to stress
the tochnical aspect of the progran without sufficient emphasis on the manage-
ment probloms in rendering the service in an efficient and economical manner,

Anerican persomnel directing large scale assistance prograns of an
oporational nature toend to rely on the US govermmental administrative gystem
to conduct the activities rather than insisting or assuring that the counter-
part local pgovernment agenciea establish the administrative machinery neces-
sary for a reasonnbly competent execution of the progran once US assistance
has beeon withdrawn,

In many cases the 'inisteries are now in no better condition manapgement-
vise to conduct their affairs in a responsible way than they were vhen TA
was first nade available,

IV, Evaluat of

The oversll systen for administration is still so underdeveloped that
improved plamming and management at the Mnigterial level does not give
even the minimm results that should be expected.

The value of the individual assistance projects for specific methods
or cystens improvement in the natiomnal government has therefore temded to
dissipate rapidly once US personnel leave the scene,

The government is studying the various proposals made by the several
international agencios, 1nclud1ng a plmmlug com:lsaion, and the pubuc
gservice lav, it R _ : . - DR
Basic reform in a single nrea e.g. a plannlng Ca:nisaion, probnb‘.l.v wmﬂd
not bring any significant improvement in the well being of Paraguay; the
problens are so interrelated that basic reforms must be node sirmltaneously
on a broad front for any real succass.

Results appear to be reasomably satiefactory in the development of
the School of Public Adminigteation. Physically the implcmentation of the
project has kept pace vith the plamming, The School has received public
notice, support, and prestidge far bayond vhat it merits as an institution
capable of rendering a nublic servios. If it can continue for a decade,
however, it undoubtedly should play a basic role in the adninistrative
refornm of the national govermpment.

The most disappointing aspect has been tho failure to secure adequate
US technical advice on a contimuing bagis to assist the o through the

:
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formative phause. This has resulted in lover standards than those desired,

Excellent results have been obtained in the customs project vhere rovenune
has been significantly incrnased through better control measures. The new
systems and procedures are bsing applied and the result appears to have had
a favorable effect on other tux agencics whose collections have been improving.

It is too early to cvaluate the results of the ine-pervics training
project vhich was inausurcted in My 1962, The goal to train 1000 nonesupervisory
employees per year appears attainable and ainee the training is practical the
inproved skills will become irmediately usable.

V. Recomgendations for the futyre

1, The prograns of education and training on every front should be
exlarged and strengthenod. All preseant and future programs vhich have a
dumonstration or joint operational component in the initial phase should
include more emphasis on croating the gystem and techniques for planning
and nmanagement by the host govermment.

2, Contimmed stress rmst be placed on the requirement of basic reform
as the necessary first step to national progress. Irn Parasuay this mugt
include 'a national cconoric planning institution, a modern public service
law, a revision of budgeting practices, and fiseal reform involving changzes
in both the tax base and the administration.

Finally, treining prograns of a practical nature should be contiuued

on a large scale for the mass of non-supervisory ermployees who too frequente
1y do not have even the sirplest of siidlls for the discharpe of their duties.

In closing this report it is an agreeable task to acknowledge the
leadership and service furnished by the Mssion. The cooperation and
assistance civen by the "1ssion Director, Mr. Russell, and his immediate
staff, in dealing with the local govermment and in resolving the problems
of new policy and program wvas outstanding,

S
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Agency for International Devilopment

UNITED STATES AID MISION TO PARAGUAY
AMERICAN EMBASSY

ASUNCION - PARAGUAY
Cable Addres: USAID- ASUNCION

ADMINISTRATIVE REFORM IN PARAGUAY
A FRESH APPRAISAL AND
CORE ELEMENTS OF A PROPOSED FROGRAM

U,S, Assistance in Public Administration

The U,S. has besn aseisting tha Government of Faraguay in varicus
projects for administratdve reform continuously over the post 14 years,
Yogt of these programs have resulted from the joint recommsndations of
ministerial representatives and the U.S. Advisors serving in the Al-
lience for Progress and ralated technical assistance programs for

Paraguay,

Some gains have hec:' made; the great wvariety of projects has
sarved importa!rbly to orlent government officials to the advantages of
modern management; and they havs also provided limdted amounts of
managenent training for o large mumher of employees,

These efforts, however, spurred Ly the U,S., as well as by several
international ageacles,; have not resulted, even to a modest degree, in
completing the job that needs to be done, It seams clwar that if the
GOP is to achieve significant advances in Public Administration with
the help of the Alianza, a more productive approach must be adopted
«~-one that ie more responaive to *he human, as well ay the financial,
requirsments,

Cortainly mach has been done, Two projects at least, the School
of Fublic Administration in the National Unlveraity and the In-Service
Training Center for Fublic Employees, will soon ba self-sustaining.

Un the other hand, because of the very limited U.S. and Paragueyan re-
sources which have been allocated anmally to administrative reform,
there has never been snough money to impler:nt the great bulk of the
individual proposals in the c.ordinated manner neaded to produce &
rise in the overall effectivensas of public administration., Mcreover
these projects were undertsaken in one or another ministry or agency
as no central mansgenent facilities exist for most of the common ad-
ministrative or housekeeping services, Thus, there has been no way -
by which improvements which were introduced could be spread throughout
the government. The increases achieved in governmsntal services have
accordingly not been comuensurate wdth the tims and money expended ower
the past decade,
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Although other technical ‘assistance projscts in public adminis-
tration had different primry objectives, such as the installation
of a new administrative system, new procedures, new laws, ete, in
most cases the only measureabls result has been the training of
local peraonnel connected vith the project,

Generalizations Based on Assistance Glven to Date

In view of the foregoing it seems appropriate that officials of
the Pareguayan government together with members of the U,S., Economic
Mission and the interested Intermational Qrganizations should reexamine
the complexities of administrative and flscal reform in Paraguay, as
well as the kinds and amount of resources the two governments and the
international agencies might bring to bear toward taeir solution,

First of 211, administrative and fiscal reform must be viewed as
one problem, The processes of administration are so interrelated that
improvemsnte in fiscal policy do not automatically create benefits if
the related procedures for administration of the policy are not almo
efficlent and effective,

Moreover, public administration must be viewed as a whole,
Experience demonstrates that the lowsst; rather than the average, level
of efficiency involved in any series of related administrative procedures
determines finally the amount of goods and services a govermment offers,
If admindstrative reform is to mean more goods and services for the
public¢ at the same or at lesser price than previously, then technical
assistance, if it is successful, will have to improve generally all the
processes that spen admindstrative activity,

Improving tax collection, for example, will not preduce the expected
benefits if planning and budgeting are not adequate to ensure effective
use of the funds currently available, let alone the additional monies
anticipated by better tax administration,

If the thought is followed a step further, one can foresee the
frustration that vould result from vastly improved planning and budget-
ing practices if at the same time the administrative system is not also
adequats to collect promptly all the taxes that are owed, If the
Treasury is unahle, because of national fiscal and administrative policies,
over which it has insufficient control,; to make available for expenditure
the periodic allotmeants of funds to the ministries and agencies when they
are due, the additional funds that might be avalilahle from better tax
administration will not solve ths problem.

Critical Quantity of Reform

Regardless of how well assistance projects are plam-d, their
scope 1s too narrow, they are likely to raise more problems than they
solve, For example, in public education a large scals program to up-
grade teachers aocmpli.ahed only superficial objectiwes, While ﬂn
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project sought to improve the quality of the teachers, it could not:
undsrtake to solve the related problem of budgeting for higher salaries,
As a result there were no additional funds to pay the teachers who had
been promoted., In some cases the better trained teachers were shunted
aside in favor of those with a lower professional rating; in other cases
they were forced to accept smployment at the previous salary level,

There is, however, an inherent inadequacy in an amual program of
one or two uncoordinated projects which mey temporarily improve the
performance of a single operation, but whose initiatlon has not forced
the creaticn or improvement of the institutional base and thus adds
no multiplier factus for system betbermen .

As with the principle of antlbiotics, unless you inject sufficlent
units into the system and maintain the dosage at a suificiently high
lovel, the malady, instead of being destroyed, may build up defenses
and even immunity.

For Paraguey, the conclusion seems inescapable that a modest techni-
cal assistance program of one or two limited projecte a year in Public
Administration is not of a critical size, Furthermore the gains regis-
tored through scattered projects tend to ercde rapldly., In the case of
the Ministry of Public Heallh, for example, substantial improvements
were claimed for internal min’sterial administration when the project
was terminated in 1960, By 196, howsver, these improvements had faded
to ths extent that the managerial effectiveness of "Health" was not
fundementally different than the level of other Ministries, who received
no similar essistance,

In the normal course of events those who are responsible for the
administration of the national government will undoubtedly contimue to
achieve some degree of success in striving for better performance., If
by a happy combination of leadership and other factors, a reascnable
portion of ths gains in a narrow sector of administration can be main-
tained until the efficiency rises generally throughout the system, well
and good. All too frequenily, as illustrated above, the improvements
do not become permanent., History simply repeats itself with another
personality or force that temporarily elevates the administrative capacity
of one or another segment of the system. But these improvements have
not been sufficiently organic, and with time their effect has diminished.

National economic growth, however, cannot realistically be expected
in the accelerated degree desired without a corresponding increase in
the ability of the governmsnt to efficiently plan and execute parallel
programs of national social and educational significance, A higher
priority must therefore be assigned to administrative refomm,

Financinl Considerations in Programs of Administrative Reform

Public administration touches every facet of the national life, so
that reform programs which are sufficiently fundamental to affect its
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institutional nature must be very broad in scope, The public judges
govermmental administration by how well each agency performs its
operating function, be 1t agriculture, education, health or the lesser
known services, The optimum efficliency of these functional programs,
howevsr, mst depend primarily upon government.wide management services.
Agriculturs, education and health programs will never be satisfactorily
carried on until these services are organiged on a more centralized
baglis for national application in a uniform manner that will permit
comparative analysis and evaluation,

The resources for a comprshensive attack on all these interrelated
and common administrative processes mst be fairly large, In the case
of Parapuay 1t is estimated that the costs of such programs exceed that
which could be funded by U.S. grants, nor have the international agencies
the resourcas to undertake the jJob., Therefore some other method of
funding the principal projectis must be adopted., In the final analysis,
a five year comprehensive agsistance program, financed by a loan would
not cost more, and might very well cost less, than the same projects
“inanced one or two at a time on an annual basis and strung out over
10-15 year period, Ecuador, for example, recently secured an AID loan
of $1.6 million to implement a broad gauged plan of administrative
refoym over a short term.

Loans for public administration have not been popular in the past
because they did not appear cepable of generating funds for repayment.
Conservatives estimates, however, show that the anticipated increases
in revenue from behter tax administration could produce much more than
the amount nesded. In Ecuador it has been estimated that the loan
could be repaid with only 504 of the increased revenues expected from
bstter public administration.

If a program of administrative reform is to be successful the
lsadership upon which it will depsnd rmst come fram host country nation=
alsg holding high positions within the govermmental hlerarchy.:

While programs financed by loans may be more loosely administered
than grants, the former more nearly satlsfy the recipients country's
desire to control the use of funds., Indeed greater ngtional self-
identification with the origin and operation of reform programs is
necesgary if durable local support is to bs obtained and maintained,

Development loans depend for their success in good part on whether
there 1s a sufficient understanding between the lending group and ap-
propriate host country officials prior to meking the loan, The goals
sought must be those truly conceived and prepared by the host country.
The fundamental, though broad, decisions reached must be basically -
indigenously oriented and authored primarily by host countxy officials.
Meanwhlle, the lenders must be convinced that the plan is sound enough
to have a reasonable chance for success, The question of when there
has been a real meeting of minds -is;, of coursc, a mtter of discretion
and experience, ' The time will not be reached however, until a mutually
defensible program has evolved., This may require long and ardous
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orientation, but it is the capstone of the process,

One of the very important advantages of a comprehensive program of
administrative reform would be a better utilization of the diverse
international agencies, whose resources are being constantly offered in:
one form or another to Paraguay.

t+ has been the custom; in the absence of a centrally planned and
directed national program of administrative improvement, for the various
international lending and technical assistance agencies to initiate
proposals for assistance to the Government of Paraguay that are tailored
to the preferanca and resources of the agency making the proposal rather
than in accordance vith any established list of priorities, Although
this is to be expacted since such a list does not yet exdst; it has
m.terially reduced the force and benefits of the many internationally
sgponsored assistance activities.

Once the national government has made the decision to attack the
problem in its vitals, and is preparced to centralize the planning and
the overall direction of the reform program, the various and uncoordi-
nated resources which are now haphazardly applied can be mors efficiently
diracted toward the overall program goal,

As a first step the Govermment of Paraguay should create an agency
directly resnonsible to the President to review the organizational and
management needs of the executive branch, and to develop and maintain
current, comprehenslve plans for thelr improvement. Assistance furnished
from international sourcas could thus be channeled on a priority basis,
and the varled, narrow gauge projects now in progress could be more
effectivusly coordinated toward the overall goal,

Scope_of Proposed Administration Reform in Paraguay

A comprshensive approach to administrative and flscal reform in
Paraguay would require improvecments in five major areas of public ad-
ministration, ProJects in these individual areas will not necessarily
have to be launched simmltaneously, but the planning for the overall
Jjob should be completed and the resources necessary ought to be in hand
before any of the detailed work is begun,

The individual projects already in progress sponsored by OAS, UN,
£.I.D. and other international agencies should be continued, indeed
their effect would be increased when coordinated within a comprehensive
reform effort, All that is needed is a review and, if necessary, an
adjustement in scope or objectives to conform to the oversll plan,

The bulk of the program could be completed in 3-5 years, The
changes in the laws, the training of persomnel, and the introduction of
improved systems and methods could be accomplished over the iniiisl

planning period,
The administrative system to be effective must remain dynsmio,
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The projects and activities for improvement would, therefore, not be
intended to make public administration efficient for all time; the
objeetive should be to set up adequate legal and administrative bases
for effective operations. In addition to technically perfecting the
system, the program should be aimed at making possible a contimous
self-analysis and self-evaluation which can result in increasing gains
in future government performance,

Finally, the projects should provide for the immediate training
that 1s necessary for carrying out the actlon recommended.

The five major areas of governmental action which would comprise
the core of the plan are as follows:

1. Amalyze the structure of the tax system and its effect on
economic activity

OCne of the purposes of the analysis would be to detemine the
effect of individual taxes on the national economy; the project should
include a codification of tex legislation which can serve as a basis
for the revision of the entire tax system, Some might be redrafted,
gsome modified. Others such as the tax on feriilizer, recently removed,
mi.ght be repealed baceuse of their adverse effects on the economy,
Further, codificatlon would permit the identification of taxes that
vould stirmlaw the economy and fit well into a more rational national
plan,

The study woulid alco identify those taxes that are unproductive or
are difficult or inefficient to administer,

OAS has already started this in a modest way, More comprehensive
fiseal study 1s still neceded, -

2. Improve the_system for the collection and reporiing of taxes

Many texes, espocially those on real property, are not collected.
This is not because Paraguayan taxpayers are umisually evasive, but
because the systems for property identification, assessment, notice to
taxpeyers, maintenince of records, the penalties and the.application of
penalties are not complete or aufficiently effective, In order to pay -
his real property tax, thé most distent property owner mmst still. come
to Asuncion. The’syetem for auditing and enforcement of taxes on income,
axcises, licences, fees, etc. also requires a complete overhaul., Estimates
vary for the taxes that go uncollected because of poor administration,
but they are thought to run from 15-50% of the different imposts,

Paraguay does not need additional taxes so mch as it needsto collect
the taxes that are owed., In many cases taxes are not' levied in accordance
with current land values and the ability of the land to produce incoms.

The administration of the tax laws must also be improved so that taxes
are collected promptly and from all who owe, Thereis little stimmlus for
those citizens who pay their taxes each year if cthers can evade their
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responsibility without fear of economic and social reprisals,

3, Improve the planning and budgetary processges

At presant, little or no relationship exiets between budget and
program planning. It is the custum in some minlstries and agencies
to make estimates for the new fiscal year on the basis of the past
year?s program planning, not on the basis of past year's program ac-
complishments, This reesults from the fact that program evaluation at
the ministerial level is nearly impossible because management services
provide so fsw standards or standardized units for measurement. The
program planning that is done can, therefore, not be accurately related
to monstary considerations.

Meanwhile, the national budget office is unable to act ratlionally,
sincs, as the result of the lack of program evalvation, ministerial
estimates are not justified by data, In these clrcumstances, the
national budget must be prepared by accountants, while national planners
interested in the country’s economlc development can play no meaningful
rols. Education as to thes relationship between budgeting and planning,
and training in the techniques necessary to the proper use of both must
ba initiated, Wifiout such improvements, one of the spokes in the ‘
administrative wht sl will be missing, broad and permanent improvements
in substantivs programs cannot be expected, and any additional taxes
collected will not be used efficiently.

Among the many activities that are needed to improve budgeting
ghould be included an intensive training program for the 300-400 middle-
to-higher-level management employwes in the Dl1-6 category who are re-
sponsible for the day to day direction of governmental programs, The
program planning process should be done by those employees who are re-
sponsible for program execution rather than by those who do not have
that responsibility,

L. Improve povernmental accounting, fiscal controls and
financial reporting

If planning for economic development is to be improved, the govern~
mental accounting system must provide the financial information necessary
for the preparation of budgetary estimates, At the same time an ef-
fective accounting system is an administrative tool for the execution of
the budget plan. A reporting system that accurately reflects the current
financial status of the government is essential to budget preparation,
budget exscution, and disbursement procedures, FParaguay needs these
tools, At times the govermment does not know the amount of funds it has
available; some taxes collected (usually in the more rural areas) are
not even deposited in a bank except at the end of the month and the
collectors are obligated at best to report their oollections only
in some instances only quarterly. Such is the lack of administrative
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fiscal control that soms Ministries occasionally do not receive their
monthly allotments promptly, sometimes in substantially lower amounts,
and at other times there are long delays,

Better tax collection procedures are ussless unless accompanied
by tighter controls than are now in practice. Even then, the mere
availability of increased funds serves no purpose unless the additional
funds available ars efficiently distributed -—and on time,

Fiscal control and the financial reporting also need good sta-
tistical services, Effective fiscal action in the different areas of
the governmental processes depends on accurate data and figures, most
of which are of & specialized nature. Government programs for economic
developnent are reflected in most cases through statistical charts to
be available both to the government administrators and the interested
citizsn,

5, Improve personnel adminlstration in the Public Service

A1l the foregoing activities depend for their success on a more
competent and more productive group of public employees, Unless more
adequats government-wide personnel policles are adopted, improvements
in the skills of employees required for immediate project needs will
soon wither away,

The professional level of the Paraguayan civil service needs to
bo elevated through increased tralning opporturdities for the higher
ranked employeces, through the estzblishment of more stringent entrance
requirements, and the use of periodic employee performance evaluations
in deciding questions of retention, promotion and separation. Paramount
in the improvement process is the need for overall salary increases and
the application of the principle of equal pay for equal work., Such
policies could be best initiated through a merit system law for Civil
Service, which at the same time should provide for the necessary ad-
ministrative machinery.

When the organmization is a large one, such as that of the Govern-
ment of Paraguay, the processes for employment, utilization, promotion,.
training and separation of employees in the public service can be
batter directed when they are formalized and standardized,

Iike administration generally, the personnel aspect is composed of
a2 number of interrelated parts, all of which need coordination and
specialization for success. No single supervisor can adequately rmm
the complexities of an entire personnsl package, Neither can an
isolated Ministry, What is urgently needed is the creation of a central-
ized personnel system with authority to administer on a national level
those personnel matters which ere common to all the ministries and
agencles, '
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Activating the Proposed Program

The importancs that is attached to a reform movemwent of theé magni-
tude described can hardly be overestimated. The multiplicity of -
problems such as preparing and adopting new legislation, training of
peopls, and the coordination of the diverse physical and technical
rusourcss will require capable and dedicated Paraguayans.

Should GOP be interested in making a massive assault on the
problsm of adminlstrative reform, the question immediately presents
itself: How could the cost of the orientation and plamming that would
in turn justify the loan bo funded?

Paraguayan officials must be intimately involved in developing
the overall program as well as its detalls; so that it will bear the
indigenous stamp --~a condition that will make it acceptable and its
results peymanent. At the same time, the Paraguayans will need techni-
cal backstopping and guidance in modern techniques., The preliminary
plan to estahlish the scope and emumerate the required resources will
take several months of intensive work and will be costly. In order to
insurs that sufficient attention s paild to this important phases not
only to obtrin favorable action on the loan application, but %o submerge
the GOP in 2n intensive orientation and planning experience, the United
Stetes should conslder using an FY'66 Developnent Grant for this activity.

Program Cogt Fatimate

The planning that would take place as a baslis for the loan ap-
plication would develop a detailed budget for the component projects
of the overzll program. Meanwhile, in order that the funding require-
ments can be studied, in at least general terms, an approximate cost
esbimate 1ls submitted, Although activitles need not begin simultane-
ously in any of the major fields, the dependence of one area on improve-
ments in »alated operations will require action relatively soon there~
after, Projects in all five of the major arsas should begin within 18
months after the initiation of the overall program,

It is estimated that $1,000,000 would be required to carry out a
coordinated, comprehensive rsform program along the lines indicated,
The pmjects for making changes in the legal tese of administration,
for the instituting of the nrnessary procedural. changes and for the
training and equipping of personnel would take up to five years,
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The purpose of this paper is to suggest to interested o!ficials
of GOP that they consider the desirability of planning a comprehensive
administrative reform program in collaboration with USAID and representa-
tives of other international agencies with a view towards seeking a
long term, low interest loan for funding of such program,

Robert J. Young
Public Administration Advisor
USAID/Paraguay

Note: Infcrmation on AID loan projects for administrative reform
in dcuador and other Alliance countries can be made avail-
abie on request,

July 30, 1964
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COMPREHENSIVE ADMINISTRATIVE REFC(RM

(5 year program)
¥ajor Avess Estimted Tims  Estimated Cost!
(months)
Overall planning and direction 60 180,000
1, Analysis of rate structure 6 45,000
Codification of fiscal legislation ‘

2, Tax Administration 36 155,000

3. Plaming ard tudgeting 2, 110,000

L, Fiscal and expenditure accounting 30 150,000

5, Personnsl administration L8 350,000
$990,000

% This estimate is constructed on
the basis that the GOP provides
no speclal appropriation to carry
on activities related purely to
the individual projects for ad-
ministrative and fiscal improvement.
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