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1. Pursuant to Section 532 of the Foreign Assistance Act of 161,
 
as amended, I hereby authorize the Income Tax Assistance Project for
 
Jordan involving planned obligations of not to exceed $1,000,000 in
 
grant funds over a one-year period from the date of authorization,
 
subject to the availability of funds in accordance with the A.I.D.
 
OYB/allotment process, to help in financing foreign exchange and local
 
currency costs for the Project.
 

2. The Project consists of improving and modernizing the technical
 
capacity of the Department of Income Tax(DIT).
 

3. The Project Agreement which may be negotiated and executed by the
 
officer(s) to whom such authority is delegated in accordance with A.!.D.
 
regulations and Delegations of Authority shall be subject to the follow
ing essential terms and covenants and major conditions, together with
 
such other terms and conditions as A.I.D. may deem appropriate.
 

a. Source and Origin of Goods and Services
 

Goods and services, except for ocean shipping, financed by A.I.D.
 
under the Project shall have their-source and origin in the United States
 
and the Cooperating Country, except as A.I.D. may otherwise agree in
 
writing. Ocean shipping financed by A.I.D. under the Project shall,
 
except as A.I.D. may ctherwise agree in writing, be financed only on
 
flag vessels of the United States.
 

b. Conditions Precedent to Initial Disbursement
 

Prior to any disbursement, or to the issuance of any commitment
 
documents under the Project Agreement, the Cooperating Country shall
 
furnish, in addition to the standard legal opinion and specimen signa
ture(s), in form and substance satisfactory to A.I.D., (i) the names
 
and titles of the three counterparts selected to work with the U. S.
 
advisors, and (ii) an organization chart showing the positions with
 
whom the U.S. advisors will work, identifying the positions as filled
 
or unfilled, and indicating DIT's plans for filling vacant positions.
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c. Conditions Precedent to Disbursement for In-Country 

Prior to any disbursement under the Grant, or to issuance 
by A.I.D. of any docuentation pursuant to which disbursenent will 
be made for development of the in-country training program 
applicable to entities of the Government of Jordan (GOJ) in 
addition to DIT, the Grantee will, except as the Parties may 
otherwise agree in writing, furnish to A.I.D., in form and 
substance satisfactory to A.I.D., (1) the name of the organization 
or administrative entity in which such training function will be 
located, (2) the concurrence of the selected organization as 
evidenced by a contract or other written form of agreement, (3) 
assurances as to the capacity of the selected entity .to carry 
out such training, and (4) assurances as to the availability of 
such training to other organizations of the GO0. 

/ / " 7 
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Direct r, USA /Jordan/ 



UNITED STATES GOVERNMENT
 

, 8memorandum 

-.,Y T Douglas L. Sheldon, Controller 
TTN OF 

/ 

U-.JrCT: income Tax Assistance Project Paper (278-0247) 

TO: Lois Richards, Acting Director, USAID/Jordan
 

PROBLEM: Your approval is required for the subject Project Paper;
 

DISCUSSION: The project is an effort to assist the GOJ in the improvement
 
and modernization of the Department of Income Tax within the 'Ministry of
 
Finance. Technical assistance provided by IRS tax administration specialists
 
and training will be utilized in a coordinated effort aimed at the establish
ment of a sound managerial and technical base in the Department of Income Tax.
 

ISSUES: Two issues have been identified but are not included within the PP
 
document:
 

(1) A Congressional Notification Advise of Program Change has been submitted 
on July 22, 1981 . The waiting period expires August 6, 1981. 

(2) The selection process for participant training may be affected in view
 
of recent legislation concerning private sector participant selection.
 

RECOMMENDATION: That you sign the attached Project Paper facesheet (Project
 
Data Sheet) approving the Project Paper.
 

Attachments
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INCOME TAX ASSISTANCE
 

I. Summary and Recommendations
 

A. 	Grantee: The Government of Jordan.
 

B. 	Implementing Agency: Department of Income Tax.
 

C. 	Amount: U.S. $1,0-0,000, for which approval is requested for authori
zation and obligation in FY 1981.
 

D. 	Total Project Cost: 
 The 	total project cost is estimated at $1,551,000.

The 	GOJ contribution is estimated at $551,000, or 35 percent of the
 
total project cost.
 

E. 	Project Purpose: 
 The purpose of the project is the enhancement of the
 
institutional capability for tax administration within the GOJ Depart
ment of Income Tax.
 

F. 	Project Description: The proposed project is an effort to assist the
 
GOJ in the improvement and modernization of the Department of Income Tax

within the Ministry of Finance. Technical assistance provided by IRS
 
tax administration specialists and training will be utilized in a coordinated effort aimed at the establishment of a sound managerial and technical
 
base in the Department of Income Tax. 
Areas of emphasis include: (1)

data processing applications and training, (2) management and organization,

(3) assessment/audit, (4) collection, and 
(5) delinquent accounts. The
 
proposed project is a continuation of short-term IRS efforts to assist
 
the Department of Income Tax. 
 The success of this effort has prompted

the GOJ to seek a broadening and extension of this assistance.
 

G. 	Grantee Contribution: The GOJ contribution to the project of $551,000,
 
or 35 percent of the total project costs, includes (1) acquisition of a
 
computer system and staff, (2) office space, supplies and equipment,

(3) administrative and logistical support, and (4) travel and other
 
related costs for training.
 

H. 	Statutory Checklist: All statutory criteria have been met, as indicated
 
in Annex D.
 

I. 	Issues: 
 Issues raised in the NEAC review, Annex C, including evaluation
 
and 	impact of the tax modernization effort, have been addressed in the
PP. Principal remaining issues are: 
 (1) staffing levels in the ADP
 
function, (2) determination of the entity which will assume responsibility

for in-service training, and (3) decision as to the implementation of

self-assessment during the course of the project. 
Each of these issues
 
is the subject of a CP or covenant.
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J. 
Source and Origin: Goods and services, except for ocean shipping,

financed by AID under the project shall have their source and origin

in the United States and the cooperating country. Ocean freight

financed by AID under the Project shall be financed only on U.S. flag

vessels.
 

K. 	Recommendation: It is recommended that a Grant of $1 million be
authorized in accordance with the terms and conditions of the draft
 
project authorization shown in Annex E.
 

L. 	Project Committee:
 

USAID/Jordan
 

Douglas L. Sheldon, Controller, Chairman
 
Jimmie Osburn, IRS Senior Advisor
 
Jarir Dajani, USAID Social Scientist
 
Larry Brown, Capital ProjectsOfficer

Paula Harrell, Representative of the Office of Technical Projects

Nancy Carmichael, IDI, Program Office
 

M. 	Senior Review Committee:
 

Lois Richards, Acting Director, Chairman
 
Dan Leaty, Program Officer
 
Tom Pearson, Capital Development Officer
 
Douglas Sheldon, Controller
 
James Turman, General Development Officer
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II. Project Description
 

A. Project Purpose and Strategy
 

1. Project Purpose
 

The proposed project is a technical assistance and training effort
 
to modernize and improve the tax administration capacity within the
 
GOJ Department of Income Tax. 
 The project is in direct support of
 
GOJ's efforts to implement effectively their tax legislation.
 

The legal basis for taxation of income in Jordan is Income Tax Law
 
No. 25 of 1964, which provides for assessment and collection of income
 
taxes. The law provides for progressive taxation. The tax law and
 
its subsequent amendments provide an adequate legal basis for enforce
ment. The GOJ has not, however, been able to fully implement the
 
legislation. Accordingly, Jordan's income tax revenues are low. 
 In
 
1979, for example, income tax collections amounted to 12 percent of
 
domestic revenues compared to prevailing rates of 50 percent and 18
 
percent in developed countries and LDC's, respectively.
 

The principal constraint to effective implementation of the tax law
 
and GOJ income taxation policy is the technical capacity of the
 
Department of Income Tax (DIT). 
 The DIT does not possess the exper
tise or the resources to develop and administer a comprehensive system

of tax assessment and collection. For example, under current pro
cedures, a taxpayer must be assessed before tax 
is considered payable.
 
However, the DIT only possesses the capacity to assess annually
 
between 20 and 25 percent of the identified taxpayers. Similarly,
 
a lack of established procedures and guidance on audit, assessment,
 
and review slows processing and retards collections. The DIT has
 
only been able to 
identify 50-60 percent of the total potential tax
payers. Specific problem areas are noted in the reports of the IRS
 
PASA advisors who performed 5 short-term assignments in Jordan.
 
These reports are incorporated by reference to this project paper.
 
General areas where the DIT lacks technical capacity include: (a)

all areas of Automatic Data Processing, (b) identification of taxpayers,

(c) management and organization, (d) assessments, (e) collections, and
 
(f) taxpayer services.
 

The GOJ is determined to 
implement an effective income tax. The GOJ
 
is also aware that attainment of this policy objective is dependent
 
on improved income tax administration. A number of measures 
in this
 
direction have been taken including: (a) training efforts in the U.S.
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and through the Institute of Public Administration in Jordan;
 
(b) procurement of an Automated Data Processing (ADP) facility,

including a computer; and (c) most importantly, a short-term
 
technical assistance program with USAID/IRS, the results of which
 
are described in Annex H, Prior Experience.
 

In summary therefore, the project purpose is to suppdrt the GOJ
 
effort to modernize and improve the income tax administrative
 
capacity to develop and implement taxation policy. There is a
 
high potential for the achievement of the project purpose amply

demonstrated by: (a) the willingness of the GOJ to allocate 
resources
 
to the project, (b) prior USAID/IRS experience with the DIT, and
 
(c) the priority which the GOJ places on this activity.
 



2. Beneficiaries
 

a. Direct Beneficiaries
 

The direct project beneficiaries will be the counterpart

employees of the Department of Income Tax and the GOJ offi
cials who receive training through the project. The entire
 
Department will also benefit directly through improved tax
 
administration and ADP methodologies employed in support of
 
the GOJ income tax policy and legislation.
 

b. Indirect Beneficiaries
 

There are a number of indirect benefits which can be expected

through the project. These benefits will ultimately affect
 
a large proportion of the population of Jordan. Indirect
 
benefits fall into the categories of social equity and 
econo
mic benefits.
 

(1) Social Equity
 

All taxpayers should benefit indirectly from the project

in the context of social equity. The social soundness
 
analysis (Section III.B) indicates inequities in the current

administration of the income tax laws. 
 Project efforts
 
which enhance effective and equitable tax administration
 
will have the effect of reducing the disproportionate burden
 
of income taxation on those currently paying income taxes.
 
A principal objective of the project is to assist the DIT
 
in the development of more effective audit and review pro
cedures. This will have the effect of reducing the uncer
tainty with which the law is currently administered, one of
 
the principal inequities of the current administration. The
 
proposed project represents an effort by the GOJ to increase
 
revenues through a progressive tax (the income tax) as opposed

to indirect taxes (customs, excise taxes, licenses and fees)

which are regressive in nature.
 

(2) Economic Benefits
 

There are numerous indirect economic benefits that may accrue
 
under the project which will impact on the population in
 
general, and on the poor segment of the population in parti
cular. The GOJ should realize increases in domestic revenue
 
as a direct result of the project. There is a presumption
 
that a proportion of the increased tax revenues would be
 
used for socially and economically beneficial activities.
 
This would impact directly on the poorer portion of the pop
ulation, the primary beneficiaries of social welfare activities.
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The business community and potential investors should

benefit from increased efficiency, reliability, and equity
 
in tax administration.
 

This project is one effort which will contribute to the
 
achievement of an 
increased degree of financial self
sufficiency and self-reliance. 
There are several economic
 
benefits which can be expected to accrue from this. 
 Increased
domestic revenue generation can soften the economic disruption

which might occur should current levels of concessionary

foreign financing be curtailed. Effective tax policies, and

the related increase in financial viability may at least pro
vide the GOJ with additional means to combat inflation.
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3. Sector Goals
 

The overall goals of the project are 
to assist in increasing

generation of domestic revenue and to strengthen the capacity for
 
public administration within the GOJ. 
 The principal assumption to
 
the achievement of the goal of increased financial self-sufficiency

is that an improved technical capacity in tax administration will be
 
reflected through increased revenues. 
The principal assumption to
 
the achievement of an 
enhanced capacity for public administration
 
is the degree to which the DIT is able to play a more effective role
 
within the GOJ. 
 It should be noted that this project, as an indivi
dual activity, will neither bring the GOJ to 
a point of financial
 
self-sufficiency nor significantly alter overall public administration
 
within Jordan. The proposed project is 
one of several measures aimed
 
at assisting the GOJ in these directions.
 

The GOJ has consistently pursued a goal of financial self-sufficiency.
 
The 1976-1980 development plan envisioned, as a matter of policy,

raising the proportion of total revenue from domesticsources to 70
 
percent. 
Modest progress towards this objective was realized during

1975-1978, a period during which domestic revenues nearly doubled,

and during which domestic revenues increased as a percentage of total
 
revenue. 
High fund flows provided under the Baghdad Agreements in
 
1979 and 1980 erased gains made during the period 1975 -1978, 
as shown
 
in Table 1. The actual percentage of total revenue derived from
 
domestic revenue was approximately 50 percent in 1976-1980.
 

GOJ expenditures, current and capital, are 
increasing at rates 
con
siderably in excess of total revenue, including foreign financing.

The annual budget deficit as indicated in Table 1 has increased
 
from 10 percent of total revenues and grants in 1975 to 29 percent

in 1)79 with a related increase in the public debt and debt service
 
requirements. The overall deterioration in Jordan's financial posi
tion is best demonstrated by the declining coverage of current non
capital expenditures by domestic revenue. 
 In 1977, domestic revenue
 
provided funds equivalent 
to 73 percent of current, non-capital
 
expenditures. This percentage had decreased by 1979 to 62 percent.

The corollary to 
this is that in 1979, a sum equal to 38 percent of
 
current expenditure and a sum equal to 
100 percent of capital expendi
ture were funded through foreign grants and loans.
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TABLE 1 

GOJ SOURCES AND USES OF FUNDS-/
 
1975-1979
 

Revenue and grants 

Domestic revenue 

Foreign grants 


Expenditures 

Current 

Capital 


Overall deficit 


Financing 

Foreign (net) 

Borrowing 

Repayment 


Domestic 

Banking system (net) 

Central Bank (net) 

Commercial banks (net) 


Non-bank sources 


Discrepancy2/ 


Actual Preliminary
 
1975 1976 1977 1978 1979
 

(Inmillions of Jordan Dinars)
 

183.2 173.8 264.2 238.5 376.9 
82.6 107.6 142.2 156.8 181.9 

100.6 66.2 122.2 81.7 195.0 

202.0 258.9 331.3 326.2 484.7 
125.7 185.9 195.6 211.1 291.5 
76.3 73.0 135.7 115.1 193.2 

-18.8 -85.1 -66.9 -87.7 -107.8 

10.7 42.0 62.0 56.6 59.5 
13.3 16.3 54.9 31.8 56.1 
(16.2) 
(-2.9) 

(19.9) 
(-3.6) 

(58.5) 
(-3.6) 

(36.3) 
(-4.5) 

(63.0) 
(-6.9) 

-2.6 25.7 7.1 24.8 -6.6 
(-7.1) 
(-13.1) 

(6.0) 
(4.5) 

(15.7) 
(21.8) 
(-6.0) 
(10.0) 

(5.5) 
(0.1) 
(5.4) 
(1.6) 

(22.9) 
(-9.6) 
(32.5) 
(1.9) 

(-12.5) 
(3.8) 

(16.3) 
(5.9) 

8.1 43.1 4.9 31.1 58.3 

1/Source of Information: 
 IBRD Report on Jordan - June 1980
 
2/Discrepancy due to conversion from accrual to cash accounting.
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The trend of increasing dependence on concessionary foreign financing

is identified in GOJ planning documents as a key problem for develop
ment. 
Ready availability of foreign concessionary financing, princip
ally grant assistance, has enabled the GOJ to accelerate develop
mental efforts. 
 GOJ is obviously relying on a continuation of this
 
assistance at least in the near future. 
The GOJ realizes, however,

the inherent temporary nature of such foreign assistance. At best,

foreign assistance is not a stable source of funds. 
 Table 1
 
provides an example of the considerable fluctuation of foreign

financing. 
 The GOJ must prepare for the time when current levels

of foreign assistance diminish. In this context, the GOJ is quite

concerned with the eventual capacity of domestic revenue generation

to cover necessary expenditures, current and capital. 
This conc-rn
 
is demonstrated by the Five Year Development Plan for 1981-1985
 
which specifically indicates the GOJ's intent to raise the coverage

of current expenditures by domestic revenue to 100 percent by 1985.
 

USAID planning and strategy documents have consistently identified
 
financial self-reliance as an important issue in Jordan's economic
 
development. The 1982 Congressional Presentation country narrative
 
identifies expansion of domestic revenue as an 
important variable
 
in Jordan's development prospects and notes that a primary goal of

the U.S. economic assistance program is to "increase Jordan's ability

to be 
a viable and independent country by strengthening generation

of domestic revenue." 
 USAID is also aware of the inherent require
ment for effective financial management within the GOJ if progress

toward financial self-sufficiency is to be effected. 
USAID strategy,

therefore, envisions support of the GOJ objectives through (a)

activities aimed at 
increased domestic revenue generation, and (b)

enhancement of the financial and managerial capacity to properly

employ available financial resources.
 

The GOJ places a high priority on activities which will improve

Jordan's financial position, as 
indicated by the development plan.

Emphasis will be placed 
on both increasing domestic revenues and

controlling expenditures. 
A key aspect to the achievement of these
 
objectives is 
the need to improve the administrative and financial
 
management capacity within the GOJ to utilize more effectively
 
available resources.
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Jordan's domestic 
revenue by source for the period 1976-1980 is
 
presented in Table 2. During the period 1976-1979 customs
 
duties and excise taxes provided a total of 46 percent or domestic
 
revenues. 
Various fees and other non-tax revenues provided 42 per
cent. 
 Income tax provided 12 percent of domestic revenues. The
 
GOJ is searching actively for additional sources of potential
 
revenue of which the income tax appears to be promising. Additional
 
revenue from the income tax is possible through application of exist
ing law, i.e., it is not required to enact an additional tax law.
 
The income tax is also a relatively efficient producer of revenue.
 
Table 3 
 compares revenues with the related cost of collecting
 
revenue for the period 1976-1980 for the DIT and Customs Service.
 
The cost of producing revenue through income tax has declined from
 
approximately 3 percent of the revenue collected in 1976 to 1.6
 
percent in 1980, approximately the same cost incurred in the collection
 
of customs and excise taxes.
 

The Five Year Development Plan envisions the establishment of tighter

controls on expenditures and reductions of subsidies. 
The Budget
 
Bureau is currently undertaking a number of activities aimed at
 
establishing more effective budgetary controls within the GOJ. 
The
 
Budget Bureau envisions significant training efforts within the Bureau.
 
A number of staff members are currently attending training seminars in
 
Jordan. USAID has been asked to consider assistance in organizing

internal and external training programs for the Bureau. Tentative
 
arrangements have been made for the assignment of a UNDP advisor to
 
the Budget Bureau to assist in the development of budgeting manuals
 
for the GOJ. The Budget Bureau hopes, through these efforts, to play
 
a more decisive role in controlling and planning the growth of GOJ
 
expenditures. The Customs Service is currently initiating measures
 
in training, including long-term training, in tax administration in
 
the U.S. aimed at the modernization and improvement of the Custom
 
Service. The GOJ anticipates that these efforts will result in the
 
increased generation of revenues and improved efficiency. A USAID
financed team of advisors from the USCS visited the Jordanian Customs
 
Service in May 1981 and discussed GOJ priorities in training in this
 
effort for modernization.
 

In summary, increased financial self-sufficiency is a stated GOJ
 
policy objective which USAID supports. A number of activities have
 
been initiated in support of this policy objective, one of which is
 
the proposed project. The GOJ is attempting to achieve greater

financial self-reliance by: (1) increasing the generation of domestic
 
revenue, and (2) enhancing the financial and managerial capacity within
 
the GOJ to utilize available resources effectively. The proposed

project addresses both of these concerns. The stated goals of the
 
project are to assist the GOJ to increase domestic revenue and to
 
enhance the GOJ capacity for public administration.
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TABLE 2
 

GOJ REVENUES AND GRANTS
 
1975-1979
 

1975 1976 1977 1978-/ 19791/
 

(In millions of Jordan Dinars)
 

Tax revenue 
 51.5 
 68.0 97.4 98.6 115.3
 

Taxes on net income and profits 9.3 13.3 22.0
9.3 19.5 

Individual/and business 
 (8.5) (8.6) (12.7) (18.5) (20.9)

Surcharge-
 (0.8) (0.7) (0.6) (1.0) (1.1)


Taxes on property 0.I 0.1 0.1 0.1 
 0.1

Taxes on goods and services 10.6 9.1 10.2
10.4 11.2
 
Excises on goods 
 (10.3) (8.6) (9.9) (10.2) (11.2)

Other (National Guard Tax) (0.3) (0.5) 
 (0.5) ( -- ) ( -- )

Taxes on international trade and 
transactions 
 31.5 47.5 66.5
72.0 78.2
 

Import duties (24.6) (45.3) (70.9) (66.5) (78.2)

Custo7 duties 
 (20.7) (60.0) (64.0) (60.8) (71.2)


4 /
Other- (3.9) (5.3) (6.9) (5.7) 
 (7.0)

Export duties- (6.9) (2.2) (1.1) )


Other taxes 
 -- 2.0 1.6 2.3 3.8
 

Nontax revenue 
 31.1 39.6 58.2
44.8 66.6
 

Licenses 
 5.9 10.6 13.1 13.4 16.3

Fees 
 7.7 12.7 8.4 10.6 13.3
 
Operating surpluses from post and
 
telephone services 
 2.2 2.3 3.4 8.5 9.1


Interest and 3yofits 
 10.8 10.1 12.4 14.5 
 16.8

Miscellaneous-
 4.5 3.9 7.5 10.9 10.8
 

Domestic revenue 
 82.6 107.6 142.2 156.8 181.9
 

Foreign Grants 
 100.6 66.2 122.2 81.7 195.0
 

TOTAL REVENUE AND GRANTS 
 183.2 173.8 264.4 238.5 
 376.9
 

SOURCES: 
 Central Bank of Jordan, Ministry of Finance, and staff estimates.
 

1/ Preliminary actuals
 
2/ Social Service Tax
 
3/ Includes Social Service Tax, surcharge, and other minor charges

4/ Tax on production of phosphate, cement, and a few other minerals introduced
 

in April 1974, most of which accrue from the export of phosphates

5/ Includes royalties, proprietary receipts, and sales of services
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TABLE 3 

COMPARISON OF OPERATING COST TO REVENUE
 
DEPARTMENT OF INCOME TAX AND CUSTOMS SERVICI
 

JD (000.0)
 

Department of Income Tax 
 Customs Service
 
Operating % Co3t to:Operating % Cost to
 

Year Expense Revenues :Revenue Expense Kevenues Rdvenues
 

1976 281.0 9,300.0 3.0 780.0 54,400.0 1.4
 

1977 294.0 13,300.0 2.2 987.3 81,300.0 1.2
 

1978 322.0 19,500.0 1.7 1,227.0 76.700.0 1.6
 

1979 464.0 22,700.0 2.0 1,461.0 86,000.0 1.7
 

1980 451.0 27,700.0 1.6 1,549.0 96,100.0 1.6
 
TOTAL 1,812.0 
 92,500.0 2.0 6,004.3 394,500.0 1.5
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B. Project Inputs
 

The total project cost, as illustrated in Section IV, Financial Plan,
 
is approximately $1,551,000. AID inputs to the project consist of tech-
nical assistance and training. There are no AID-financed commodity
 
inputs. The total AID grant for the 30-month span of the project is
 
budgeted at $1.0 million, of which $238,000 is local currency cost.
 
GOJ contributions to the project are estimated at $551,000 (JD equiva
lent) and will consist of appropriate managerial and technical staff
 
support, counterparts, provision of a computer system and related costs,
 
and facilitie--services support for the USAID/IRS advisory team.
 

1. AID Inputs - Technical Assistance
 

a. General
 

A total of 60 staff-months of technical assistance have been
 
programmed for the 30-month life of the project, all of which
 
will be provided by IRS. This will consist of 2 long-term

advisors for 24 months each, supplemented by 12 months of short
term assistance as required for specialized expertise and/or
 
workload distribution. Technical assistance may be classified
 
into the following general components:
 

(1) Administrative: Organization, management, administrative
 
policies and practices, administrative aspects of tax laws,
 
etc.
 

(2) Compliance: Audit, assessment, collection, identification
 
of unrecorded taxpayers, taxpayer motivation, etc.
 

(3) Processing: Clerical and automatic data processing, work
 
flow, information management and retrieval, etc.
 

(4) Administrative support: Personnel, training, accounting,
 
facilities, planning, budgeting, etc.
 

IRS advisors assigned to the project will provide technical
 
assistance in all of the above areas under the following guide
lines:
 

(1) Priority will be given to areas that (a) are likely to pro
duce the greatest amount of revenue in the shortest possible
 
time, and (b) where systemic improvements are not likely
 
without technical assistance.
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(2) Emphasis will be on institutionalizing systems co provide
 
continuing DIT capability beyond the term of the project.
 

(3) Method will be advisory as opposed to operational. This
 
does not preclude advisors performing some tasks for demon
stration and training purposes.
 

Both of the long-term advisors will have a general knowledge and
 
varying degrees of specialized knowledge of all areas of tax
 
administration as applied to developing countries. One of the
 
advisors, in addition, will have highly specialized knowledge
 
and skills in both clerical and computerized data processing
 
systems for tax administration. The other advisor will have highly
 
specialized knowledge and skills in compliance areas such as audit/
 
assessment, collection, and the identification and motivation of
 
taxpayers. The short-term advisors will have specialized skills
 
corresponding to the requirements of the specific assignment.
 

The long-term advisors will be required to coordinate all project 
activity with the appropriate GOJ counterparts to assure that a
 
cooperative attitude exists for implementation of advisory recom
mendations, and that project inputs are applied in an orderly and
 
timely manner. Principal responsibility for this and all other
 
project activity will rest with the IRS Senior Advisor, who will
 
serve as Team Leader, in addition to his/her other duties.
 

b. Team Leader
 

The Team Leader will have responsibility for overall conduct of
 
the project, which will include the following:
 

(1) Liaison, coordination and other official contact with (a)
 
the USAID Project Officer and other appropriate USAID officials,
 
(b) the Tax Administration Advisory Services Division of IRS,
 
and (c) the appropriate GOJ counterpart officials.
 

(2) Developing specific project plans, reports and other connuni
cations as may be required by USAID and IRS/TAAS.
 

(3) Assisting in the selection of short-term advisors assigned
 
to the project (12 staff months).
 

(4) Supervision and work assignments for other long-term and
 
short-term advisors assigned to the project.
 



-15

(5) Participating in the selection and processing of GOJ
 
officials designated for IRS training in the United States.
 

(6) Monitoring all contracts and agreements made under the
 
training component of the project, and countersigning all
 
obligation and disbursement authorizations related to the
 
training component.
 

(7) The Team Leader may delegate authority to other USAID/IRS

advisors as considered appropriate.
 

c. Data Processing Advisor
 

The principal role of the Data Processing Advisor is to assist
 
in developing institutionalized capability within the DIT to
develop both clerical and computerized tax administration pro
cessing systems. This includes capability to (a) analyze needs,

(b) design forms and processing systems, (c) program computerized

systems, (d) 
test and validate, (e) prepare technical documenta
tion, (f) instruct affected employees, (g) implement, (h) operate,

i) evaluate, and 
(j) manage a data processing organization.
 

The Data Processing Advisor will also play a major role in the
 
development of institutionalized data processing training cap
ability both within the DIT and within an independent agency.

The Data Processing Advisor will perforn similar advisory,

instructional and demonstrative functions in other areas of tax

administration, dependent upon the Advisor's qualifications and
rorkload, supplemented by specialized short-term assistance
 
where necessary.
 

d. Compliance Advisor
 

The principal role of the Compliance Advisor is to assist in

developing institutionalized capacity within the DIT to assure
 
the highest possible degree of taxpayer compliance with the intent
 
of the tax laws. This involves three principal areas:
 

(1) Taxpayer Motivation: Making recommendations regarding 
tax
 
law, administrative policy and internal procedure to provide

both positive and negative compliance motivations to the
 
taxpayer. Negative motivations consist of reasonable and
 
enforceable application of sanctions for non-compliance.

Positive motivations consist of providing information and
 
adequate service to 
the taxpayer, courtesy, and protection
 
from arbitrary, capricious, and illegal actions by tax
 
officials.
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(2) Assessment Efficiency: Assuring that assessments are made
 
on a timely, efficient and accurate basis; that all tax
payers who should be assessed are identified and assessed;
 
and that a similarly effective system exists for legitimate
 
appeals by the taxpayer.
 

(3) Collection Efficiency: Assuring that taxpayers pay the
 
proper amount at the proper time; that sanctions for non
payment are available and reasonably applied; that all funds
 
collected are properly accounted for; and that the procedures
 
employed are effective and efficient.
 

The Compliance Advisor will perform similar advisory, instructional
 
and demonstrative functions in other areas of tax administration,
 
dependent upon the Advisor's qualifications and workload, supple
mented by specialized TDY assistance where necessary.
 

e. Short-Term Technical Assistance
 

A total of 12 months of short-term assistance is included to
 
provide for specialized expertise when needed, and to provide
 
for assistance beyond the workload capacity of the long-term
 
advisors. It is anticipated that about half (6 months) of the
 
TDY assistance will be used during the early stages of the pro
ject to assist in establishing (a) in-house training capability
 
for job-specific training required within the DIT, and (b) train
ing courses for those areas where the type of training would be
 
appropriate for both the DIT and other agencies of the GOJ. 
The
 
remaining 6 months is tentatively programmed for assistance in
 
(a) organization and methods, and (b) administrative services.
 
The resident advisors will, if workload permits, perform both
 
of these tasks. If short-term assistance is aot required for
 
either or both of the above, the programmevd time will be reserved
 
for possible use in the following ways: (a) consultations with
 
IRS advisors in Egypt, Saudi Arabia, or other countries having
 
similar tax administration project, or (b) consultations with
 
other GOJ agencies in other areas of taxation, if requested by
 
GOJ officials.
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The following list is representative of the functions which
 
may be addressed by the short-term advisors. It should be
 
emphasized, however, that primary objectives of the short-term
 
advisors are to exploit targets of opportunity and to provide
 
specialized assistance when problems develop in project imple
mentation. The specific functions to be addressed may therefore
 
be subject to considerable modification depending upon actual
 
project implementation experience.
 

Two months of short-term TDY assistance are allocated for IRS
 
participation in project monitoring and evaluation. As noted
 
in Section VI, Project Evaluation, it is anticipated that
 
IRS personnel from Washington will be available for project
 
evaluation.
 

Short-term assignments are numbered 1 through 12. Implementation
 
plan reference refers to the coding section of the preliminary
 
workplan, Section VI. The month number refers to 
the elapsed
 
time after the Grant Agreement is signed.
 

Assign- Implementation 
ment Plan 
Number Function Reference Month 

1-4 Assist in developing
 
training courses (D-9), (D-10) 04,06,08,09
 

5 Development of compliance
 
systems (C-4), (C-8) 13
 

6 Assist in development
 
of ADP Systems (D-6) 13
 

19 Development of compliance
 
systems (C-4), (C-8) 14
 

8 Systems Development 13
 

9-10 Monitor training (D-9), (D-10) 18, 19
 

11 Assist in compliance or
 
self-assessment or tax
 
policy (C-10), (C-il) 20
 

12 Evaluation 
 24-30
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Immediately on arrival, the long-term advisors will develop a
 
specific workplan which will describe each activity in terms
 
of objectives, priorities, target dates, prerequisites, assump
tions and probable resource requirements. Since the initial
 
survey and some follow-up TDY activities have already been done,
 
it is possible to predict in general terms the activities that
 
will be identified. These are contained in Annex G. 
For the
 
purpose of indicating priorities, the two-year span of the pro
ject has been divided into nine phases. Each phase will emphasize
 
a particular type of activity as follows:
 

1 month: 	 Project Readiness
 
Preparation of specific project workplan, and the
 
collection of data to be used in progress evaluation.
 

3 months: 	 Stabilization and Follow-up
 
Insuring that the most important changes implemented,
 
or partially implemented, during the pre-project period
 
are functioning as intended, and that they can continue
 
to function with minimum attention from the advisors.
 
This refers especially to the computerized Taxpayer
 
Accounts processing system and related clerical pro
cedures.
 

5 months: 	 Initiation of Training
 
To ensure institutionalization of DIT capability,
 
further systemic changes will be minimized until DIT
 
employees have been sufficiently trained to partici
pate in developing and implementing those changes.
 
This phase will emphasize (a) developing appropriate
 
in-house training capability, (b) identifying an
 
appropriate institution for inter-agency training,
 
(c) developing course materials, and (d) monitoring
 
and evaluating initial course presentation.
 

2 months: 	 Long-range Administrative Changes
 
Tax law changes, organizational changes, and conversion
 
to self-assessment are likely to require a consider
able amount of lead time because-of the approval levels
 
required. This phase will prepare the groundwork for
 
those changes, so that they can be implemented promptly
 
on approval.
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3 months: A Priority Systems 
3 months: B Priority Systems 
3 months: C Priority Systems 
3 months: D Priority Systems 

These phases will involve working directly with DIT 
employees to develop and implement systemic improve
ments in priority sequence. 

1 month: 	 Review and Evaluation
 
The final phase will be used to review and evaluate
 
the project, prepare a final report, and to make
 
recommendations to the DIT for continued improvement
 
beyond the close of the project.
 

It should be noted that these phases refer to emphasis. During
 
any given phase, advisors will continue to follow-up on previous
 
activities and do whatever is necessary to anticipate fUture
 
activity. The phase plan is intended to indicate the latest
 
date at which any given type of activity should be start(
 

The following are limitations on #he act;, -ties of the advisors:
 

(1) No involvement in economic policy issues such as types of
 
taxes, tax rates, or components of the tax base. Any law
 
or policy that affects the efficient administration of taxes
 
will be considered.
 

(2) Advisors will not have direct contact with Jordanian tay

payers, and will not participatp in individual tax cases
 
processed by the DIT.
 

(3) Publicity regarding the role of the advisors is discouraged.
 

Advisors will not particirate in news media interviews with

out prior approval of USAID or without the presence of USAID
 
representative.
 

(4) Advisors will not be involved in auditing or assisting U.S.
 

taxpayers.
 

(5) Advisors will not be involved in any criminal investigation
 
activity, or in training for such activity.
 

(6) Advisors will not assume any supervisory or operational
 
responsibility in the DIT.
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2. AID Inputs - Training
 

The provision of training represents a major project focus. Training

is the means 
through which the DIT will become prepared to maintain
 
the systems 
 developed through the technical assistance and con
tinue improvement and progress after the completion of th. project.
 
The USAID-financed training component totals $248,600. 
Two distinct
 
training mechanisms are to be employed -- participant training in
 
the U.S. through the IRS, and the development of an ongoing training
 
capacity within Jordan.
 

a. Participant Training
 

A total of 10 employees will receive specialized participant
 
training at the IRS in the U.S. Training will be through the
 
IRS INTAX seminar program for 8 of the employees. The GOJ pro
ject counterparts will specifically attend the INTAX seminars.
 
Other participants will be Division Chiefs or other supervisory
 
level employees. Attendance at the INTAX seminars will be spaced
 
at the rate of 2 participants each 6 months. 
The seminars are
 
3 months in length. There is sufficient latitude in the INTAX
 
seminars and in additional available training opportunities to
 
orient training to the particular function or speciality of the
 
participant. 
 Special programs will be organized for two addi
tional participants, 
one of whom may be the Director of the DIT.
 
The special programs will be exclusively tailored to the indivi
duals and will be approximately 2 months in length. A total of
 
28 person-months of participant training is envisioned under the
 
project at the cost of $105,600.
 

b. Development of a Training Capacity
 

The DIT is faced with a continuing requirement for specific job

oriented training, most particularly in the fields of ADP and
 
financial management (auditing and accounting). The project
 
proposes to assist in the development of an internal training
 
capacity. A portion of the desired training will be devoted to
 
DIT specific requirements in training for functions found exclus
ively within the Department. Other training functions, particu
larly in the ADP field, may well have application to other
 
Ministries and departments in addition to 
the DIT. Training for
 
income tax specific functions will have to be carried out as 
an
 
internal function within the DIT. 
It may be feasible to place
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the training function for training not necessarily specific to
 
the DIT in an outside institution. The project proposes as a
 
training input to develop short specific courses and present
 
2 or 3 sessions of each course. After the initial course pre
sentations, necessary coure modifications would be effected.
 
With the necessary training of trainers during the initial
 
course presentations, the courses would then be continued either
 
within the DIT or within another institution.
 

The DIT is a relatively small organization. Particularly in the
 
ADP area, personnel and training requirements, while continuous,
 
will involve relatively small numbers of employees. The develop
ment of the necessary training courses will represent relatively
 
fixed costs irrespective of the number of employees trained.
 
To 	the extent feasible, it is therefore a more efficient use
 
of 	resources if the training courses can eventually be made
 
available to other agencies of the GOJ. 
 It would also be logical
 
to place the responsibility for such training with multi-agency
 
implications within an entity or organization with an existent
 
training capacity.
 

The desired result is a capacity within some entity or organiza
tion to continue the presentation of the developed training courses
 
after the completion of the project, i.e., an institutionalization
 
of the training capacity. The selected entity should possess
 
some or all of the following attributes:
 

--	 ready access to a computer. 

--	 at least some prior experience with or cognizance of ADP 
technology and applications. 

--	 some prior experience with management and financial manage
ment concepts and applications. 

some prior experience in the development and presentation
 
of 	training courses.
 

--	 qualified staff available or a willingness to obtain the 
necessary staff. 
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Initial investigations have indicated that no one existent
 
organization presently possesses a predominant capability to
 
perform the envisioned training and to continue the training
 
after project completion. The following organizations appear
 
to be the most qualified: the Institute for Public Adminis
tration, the Royal Scientific Society, the Department of Statis
tics, and Yarmouk University.
 

It should be noted that the Institute for Public Administration
 
is the entity officially charged with developing and presenting

training courses for the public sector. In accordance with this
 
responsibility, the IPA has the authority to draw resources from
 
other organizations.
 

At this point, an alternative would be to organize the training
 
function under the auspices of the Institute for Public Admini
stration, with access to the computer facility at either the
 
Department of Income Tax, Department of Statistics, or the Royal
 
Scientific Society. As noted above, the IPA has the authority
 
to draw additional staff 
resources to augment the Institute's
 
staff capability. The second alternative would be to organize
 
all training directly under the auspices of the DIT.
 

The selection of an entity or organization which will assume
 
responsibility for the training courses developed under the
 
project is a project issue. A recommended condition precedent

involves a decision on the part of the GOJ as 
to the selection
 
of the responsible entity prior to disbursement of funds for
 
this input.
 

The USAID input for the development of the training capacity
 
will be directed at the specific requirement for practical short
term training. Project resources will be utilized to develop

and present a series of courses during the course of the project.
 
The course presentations will have the effect of training the
 
initial groups of trainees and training the individuals who will
 
continue the course presentations after project completion. All
 
training will be in accordance with the following general concepts:
 

(1) Student participation will be used to the fullest extent
 
possible, with lecture methods employed only when necessary.
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(2) Emphasis will be on practical application of material
 
learned, with theory presented only as needed to resolve
 
practical class problems.
 

(3) Courses will be short-term; measured in days or weeks
 
instead of months or years.
 

(4) Training will be institutionalized so that it can be con
tinued with Jordanian resources after expiration of the
 
project.
 

(5) Job-specific and equipment-specific training appropriate
 
only to the DIT will be institutionalized within the DIT.
 

(6) Training that has potential value for other agencies as
 
well as the DIT will be institutionalized in a Jordanian
 
agency that is capable of and appropriate for providing
 
inter-agency training.
 

(7) Where feasible, women will be particularly targeted for
 
training.
 

The following are 
the types of courses which are anticipated
 
for development under the project.
 

#1 Implications of ADP for Executives
 
Length: About 2 full days, preferably at a remote
 

location
 
Participants: Government executives at 
the level of
 

Assistant Director and above
 
Objective: To acquaint participants with the problems
 

and potential benefits of using ADP technology
 

#2 Management Skills Seminar
 
Length: Approximately 12 days
 
Pa-rticipants: GOJ employees in supervisory level to level
 

just below Assistant Directors
 
Objectives: Familiarize participants with management/
 

supervisory problems and techniques in areas
 
such as communications, motivation, planning,
 
work measurement, scheduling, training,
 
personnel relationships, etc.
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#3 	Introduction to ADP Technology
 
Length: 12 days
 
Participants: GOJ employees who are, or may be, assigned.
 

to Jobs involving systems analysis, pro
gramming or operations
 

Objectives: 	 Acquaint participants with concepts involved
 
in using ADP technology such as forms design,
 
data control, data entry, storage and retrieval,
 
capabilities of computer programs, backup and
 
security, typical applications, etc.
 

#4 	Basic ADP Systems Design
 
Length: 	 3 days per week for 8 weeks, with the other
 

3 days used at working on specific systems
 
designs for the participants' home agency
 

Participants: 	 GOJ employees who are assigned to jobs
 
involving systems analysis and design


Objectives: 	 To provide workshop experience in which each
 
participant learns basic concepts of systems
 
design, applies those concepts to a specific
 
application in 	participant's own agency, and
 
receives counseling and evaluation from
 
instructor and 	other participants
 

#5 COBOL Programming
 
Length: 3 days a week for 8 weeks. The other 3 days
 

per week would be used working on specific
 
processing programs for the participants'
 
home agency.


Participants: GOJ employees who are assigned to jobs involv
ing COBOL programming
 

Objectives: To develop participants' ability to write,
 
test and debug COBOL programs of increasing
 
degrees of complexity
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#6 Accounting Principles
 
Length: 3 days a week for 6 weeks
 
Participants: New and junior level assessors and auditors
 

and other employees who desire training to
 
become auditors and assessors
 

Objectives: To familiarize new and junior level personnel
 
with general accounting principles and con
cepts, including financial statement pre
paration. To ensure that auditors and
 
assessors without significant financial
 
training or prior experience have a minimum
 
basis in accounting principles
 

#7 	Auditing
 
Length: 3 days a week for 6 weeks
 
Participants: Auditors and Assessors
 
objective: To familiarize personnel with generally
 

accepted auditing concepts and practices,
 
particularly those applicable to commercial
 
firms
 

The 	above training is considered to have potential application
 
for other agencies of the GOJ in addition to the DIT. Courses
 
will also be developed and presented, however, for specific
 
training in functions found only within the DIT. This "Job
 
specific" training would be directly oriented to the perfor
mance of specific tasks within the Department and could include:
 
cashier check-out and accounting control; specific income tax
 
assessment techniques; collection methods; specific ADP
 
adaptations limited to income tax; data entry andkeypunch
 
activities. It is anticipated that responsibility for this
 
income tax specific training would remain within the DIT.
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The long-term advisors will have primary responsibility for the
 
development of the courses. 
Their efforts will be supported
 
by: short-term technical assistance, the GOJ counterpart designated

training coordinator, and representatives of the institution designated
 
as the repository of the inter-agency training courses. In addition
 
to staff time included in the USAID technical assistance input

and the GOJ inputs, a direct cost of approximately $143,000 is
 
expected in the development and initial course presentations.
 

In order to institutionalize the training program, it is important
 
that the courses be developed for presentation in Arabic to the
 
fullest extent possible so that participation will not be limited
 
to those who can speak and understand English. It is also
 
important that the basic techniques must be participatory learn
ing and practical application. These factors make it highly
 
probable that adequate materials can not be purchased directly,
 
but will have to be developed by modification and translation
 
of existing materials. The USAID contribution is estimated at
 
$143,000 for the span of the project. The following is illustra
tive of the manner in which these funds might possibly be dis
tributed:
 

Purchase of training materials in Arabic $ 30,400
 

Development of supplementary material with
 
translations to Arabic 
 45,000
 

Fees to individuals/institutions for assistance
 
in preparing courses 
 20,000
 

Fees to individuals/institutions for initial
 
presentation of each course 
 15,000
 

Fees to individuals/institutions for evaluation
 
and revision of courses 
 15,000
 

Miscellaneous other costs related to development
 
of training courses 
 18,000
 

$143,000
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3. GOJ Inputs
 

The GOJ inputs to the project total approximately $551,000 over
 
the life of the project and include: (1) support to technical
 
assistance; (2) support to training efforts; (3) computer, and
 
(4) GOJ personnel.
 

a. Support to Technical Assistance
 

The GOJ will directly support the AID-financed technical
 
assistance through provision of office facilities, supplies
 
and related operational support services. The total GOJ con
tribution under this input is estimated to be $63,800.
 

The GOJ will provide office space and facilities for 6 persons
 
-- two long-term advisors, three counterpart employees, and
 
one additional work station for TDY advisors, and intermittent
 
clerical services. Facilities will include desks, chairs,
 
file cabinets, telephones, typewriters and office supplies.
 
The estimated GOJ contribution for this purpose is $43,680
 
for the two-year life of the project.
 

The advisory team will require other support services and
 
personnel on an intermittent and irregular basis to perform
 
the following functions:
 

(1) Secretarial service in both Arabic and English.
 

(2) Messenger service.
 

(3) Local transportation.
 

(4) Printing, photocopying, etc.
 

The total amount of these services is estimated to be the
 
equivalent of an additional full-time employee, or $20,160
 
for the life of the project.
 

b. Support to Training
 

The GOJ contribution to the training component will consist of
 
(a) provision of an adequate training facility, (l< employee
 
time for employees who will be trained, (c) appropciate materials
 
and equipment for continuation of training beyond the life of
 
the project, (d) international travel for IRS training in the
 
U.S. The total value of all components is estimated at $106,540.
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c. Computer and Related Costs
 

On the recommendation of the IRS advisors, the DIT has pro
cured an NCR 8250 computer system with 256k memory, 81 mb disc
 
storage, and 4 terminals, plus related equipment, supplies and
 
services as follows:
 

Costs
 

NCR 8250 Computer System ----------------------- $ 78,021 
Site preparation, air conditioning, wiring ------- 29,700 
Two-year maintenance contract -------------------- 14,043 
Rental of two data entry units ------------------- 13,622 
Space for equipment and staff -------------------- 13,200 
Discs, supplies, furnishings ---------------------- 12,556 
Overhead ---------------------------------------- 64456 
TOTAL $225,598 

The computer facility is now installed and operational.
 

d. GOJ Personnel
 

The total contribution of GOJ personnel is valued at approxi
mately $155,200. The input consists of counterpart personnel
 
and employee project-related time.
 

The DIT will provide a minimum of three English speaking counter
part employees who will be assigned to work full time with the
 
advisors, and will have no other work assignments in the Depart
ment. The principal functions of these employees will be to
 
assist the advisors in the following areas:
 

(1) Investigations into procedures, policies and practices in
 
various areas of tax administration.
 

(2) Development of instructions, procedures and reports.
 

(3) Coordination of improvement activities among organizational
 
components of the DIT, and of training activities with other
 
agencies of the government.
 

(4) Evaluation of the recommendations of the advisors on behalf
 
of the Director of Income Tax.
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To properly discharge these duties, the counterparts. must
 
(a) have adequate skills in English, (b) be literate and
 
articulate in Arabic, (c) have a high level of interest and
 
motivation, and (d) must be able to work cooperatively and
 
effectively with other organizations of the Department and
 
the GOJ. The personnel costs for these counterparts for the
 
life of the project is estimated at $54,400.
 

Execution of the project will require frequent consultations
 
with employees of the Department to obtain information, sug
gestions, clarify instructions, evaluate proposals, etc. The
 
total time diverted from normal activities is estimated to be
 
the equivalent of 6 employees, and the cost is estimated at
 
$100,300.
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C. 	Project Outputs
 

The project is aimed at the enhancement of the institutional capability

for tax administration within the DIT. There are three general outputs
 
identified as necessary to the achievement of this objective: (1)
 
improved operational systems for income tax assessment, collection,
 
clerical processing and administrative services; (2) a functional capacity
 
for training in systems development/maintenance (ADP, management and
 
accounting); and (3) a fully operational ADP system.
 

Output 1: Improved Operational Systems (Non-automated)
 

The operational functions of the DIT are the central focus of the project
 
in that they represent the means through which the Department accomplishes
 
its purpose -- enforcement of the tax law/collection of revenue. Other
 
outputs are essentially in support of the operational function. Project
 
efforts will generally be aimed at improving procedures, work-flow, and
 
prioritization of effort. A concurrent project emphasis will be. to assist
 
the GOJ in the development and implementation of specific procedural
 
guidance which would be aimed at reducing uncertainty in the application
 
of the tax law. Specific outputs which illustrate achievement of improved
 
operational systems include the following:
 

a. A functional organizational structura that identifies subordinate 

responsibilities and provides for delegation of authority. 

b. Adequate accountability controls and data security systems to help 
prevent erroneous, deliberate, or inadvertent destruction or alter
ation of essential records. 

c. 	More prompt and comprehensive identification and administrative
 
action relative to potential taxpayers who are not currently being
 
assessed.
 

d. 	Issued procedural guidance on application of the tax law including
 
policy interpretations of taxable income and allowable expense,
 
accounting procedures and principles to be used, auditing standards
 
and review procedures.
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Output 2: 	 A Funct.onal Capacity for Training in Systems Development/
 
Maintenance
 

The DIT has a significant ongoing training requirement. There is a
 
requirement for employees to be trained specifically for their jobs.
 
With the implementation of new operational procedures and methods under
 
the Project, the Department will require the training of employeei in
 
their new functions. There is a requirement for the training of uew
 
employees and for upgrading the skills of employees. A portion of the
 
training is job specific within the DIT. Other training may be applic
able to other agencies as well. Project efforts will be aimed toward
 
the development of an internal training capacity adequate to service
 
the needs of the DIT and available, as appropriate, to other departments.
 
Specific outputs which would illustrate the development of this capacity
 
are as follows:
 

a. Short-term courses developed and presented in the areas of ADP 
applications, auditing/accounting and management. 

b. An institutional capacity either in the DIT or in another entity 
adequate to continue effective presentation of the courses developed. 

c. Internal training capacity within the DIT capable of providing job
specific training to new employees. 

It is difficult to quantify the total number of trainees who will receive
 
training under the in-service training structure. As noted in the input
 
section of the project paper, AID resources are directed to the develop
ment of a training capacity. The total number of trainees and training
 
time will depend on the degree of participation by agencies or entities
 
other than the DIT. Table L-5 (Annex L) indicates that the project anticipates
 
a minimum of 5 person-years of in-service training. This minimum level
 
represents a utilization of training capacity restricted to the DIT during
 
the life of the project. The maximum training time which could be pro
vided under the project would be approximately 13 person-years of training

which would include significant participation from other agencies. It
 
should again be noted that the training which takes place during the life
 
of the project is only one aspect of the in-service training component.
 
A primary objective of the in-service training component is the develop
ment of a capacity to continue appropriate training after the completion
 
of the project.
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Output 3: Operational ADP Systems
 

Output 3 refers to the project emphasis on the development of functional
 
systems for the computer facility. This will involve software develop
ment and implementation as well as the identification of ADP .applications
 
for management purposes. The development of the ADP capability is
 
essentially a support function.
 

The 	Development of Operational ADP
 

The ADP capacity and applications represent a support function. This
 
output is directed toward the efficient provision of ADP support through
 
the 	development and implementation of appropriate programs. The identi
fication of mdnagement applications from data sources is also an aspect

of this output. The following are specific objectives which would indi
cate the attainment of output 3:
 

a. 	A management information system capable of (1) measuring and summar
izing internal productivity, (2) identifying problem areas in assess
ments and collections, and (3) providing economic statistics regarding
 
the tax base.
 

b. 	Accurate and timely computerized taxpayer accounts which will provide
 
(1) improved service to the taxpayer, (2) more prompt and accurate
 
detection of non-compliance, (3) more effective action on non-compliance
 
by computer generation of notices and bills, and (4) better management
 
data on status of accounts, balances due, and assessments pending.
 

c. 	Developed capability within the Department to design, program and
 
implement new processing systems, and to adjust existing sy'ltems to
 
conform with changes in ta;, laws or administrative policies.
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III. ANALYSES
 

A. Economic Feasibility
 

In order to assess the economic effects of the project, it is
 
necessary to (1) analyze the impact of improvements in the DIT
 
in relationship to the program goal, and (2) review the relation
ship between project inputs and outputs and proposed project
 
results on a cost effective basis. The purpose of the economic
 
analysis is to examine each of these facets and, by doing so,
 
demonstrate the economic feasibility of this project. This section
 
summarizes the economic analysis found in Anne-: L.
 

1. Relationship with Program Goal
 

In that a program goal is to increase domestic revenues in
 
Jordan, it is important to compare the various tools the GOJ
 
has, or is proposing to have, for use in generating revenues.
 
In the 1981-85 Five Year Development Plan, the GOJ proposes to
 
cover current expenditures completely with domestic revenues by
 
1985. In the past five years, the GOJ has been running deficits,
 
with current and capital expenditures exceeding revenues. These
 
deficits have been financed by foreign grants (the level of
 
which has been variable from 1975-1980) and foreign and domestic
 
borrowing, with the GOJ heavily relying on the former, especially
 
on loans with concessional terms from other donor countries.
 
Under the new Development Plan, the GOJ plans to rely upon for
eign grants and loans to finance capital expenditures only;
 
domestic revenues are to increase from 70 percent of current
 
expenditures in 1980 to 100.4 percent by the end of 1985.
 

In the past five years, the government's domestic revenue structure
 
has relied upon income from taxes (income, property, goods and
 
services, import and export duties) rather than from other reve
nues such as those drawn from licenses, fees and profits from
 
government firms. Tax revenues accounted for 64 percent of
 
domestic revenues during the period. Within the tax revenue cate
gory, import duties were the most important source of income,
 
comprising almost two-thirds of total tax revenue from 1975-79.
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Among the mechanisms already in place, income tax revenues
 
show the most promise for sizeable increases. First, tax
 
receipts have grown, increasing from 9.3 million in 1975 to
 
JD 22 million in 1979. 
 Second, Jordan only generates 12
 
percent of its domestic revenue from income taxes as opposed

to an average of 18 percent in other LDCs. 
 Third, improved
 
tax administration and the broadened 
coverage of the income
 
tax attributed to increased tax revenues in the past five
 
years indicates that additional improvements would be of
 
value. Fourth, the low unemployment rate in the country and
 
the relatively high per capita income of Jordanians indicate
 
that the GOJ should be able to tap a fairly large tax base
 
through increased assessments and collections. To further
 
bolster revenues, the government plans to institute a real
 
estate capital gains tax and an inheritance tax in the 1981-85
 
development period. 
 In order to achieve its goal of covering
 
current expenditures with domestic revenues, the Jordanian
 
government also plans on holding back growth of government

expenditures. Government subsidies for fuel and basic 
consumer
 
goods are to be phased out by 1985.
 

Increasing assessments and collections of individual and
 
corporate income taxes should not impose undue hardship on
 
the Jordanian economy by hindering growth of productive sectors.
 
The government's system of tax exemptions for investors,

especially in export-oriented industries, will continue. 
Since
 
income generated from agriculture is exempt, the foreign exchange

earned by that sector's exports will not be affected.
 

As 
the thrust of this project is on improving the DIT's capacity

to 
assess and collect taxes, it is important to analyze where
 
the improvements will have the greatest impact. 
 Corporate
 
taxes currently provide the greatest amount of generated 
reve
nues 
(53 percent), although corporations comprise the smallest
 
percentage of total taxpayers. Because 85-95 percent of cor
porations have been identified by the DIT and are presumed to
 
be assessed regularly, additional assessments by the DIT will
 
be generated from private businesses and employees, especially

the former group, since only 35 to 45 percent of this group is
 
now paying taxes.
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Because no detailed information is available on how and where pri
vate businesses and employees fit into the structure of the Jordanian
 
economy, it is difficult to conclusively analyze the overall impact
 
of the project on the macro-economy. Based upon how the present
 
income system is structured, however, several conjectures can be made:
 

a. 	Identification and assessment of those businesses or self-employed
 

individuals who derive income from agriculture or handicrafts
 
will not increase revenues since these are exempted under current
 
status.
 

b. 	Identification and assessment of businesses and individuals which
 
receive sizeable benefits from the Encouragement of Investment
 
Law will presumably not increase revenues since these concerns
 
have already been identified through the Law.
 

c. 	Given the present structure of income tax exemptions, it is likely
 
that those presently not identified and who will be assessed in
 

the future, contribute to the services sector, especially in whole
sale and retail trade and financing, real estate and business
 
services, or in construction.
 

d. 	If these unknowns receive remittances in order to finance their
 

operations, then these remittances could conceivably flow into
 

other investment areas outside of the country where taxes are less.
 

Data generated from the 1979 census should provide a better picture
 
of income distribution in Jordan. The last income survey was conducted
 
in 1973, making its conclusions somewhat suspect given subsequent
 
increases in income levels and widespread distribution of remittance
 
income. According to this survey, average wages and income from
 
self-employment were considerably higher in urban areas than in
 
rural -- the average urban income was. 60 percent higher than the
 
average rural income. There was a lesser degree of inequality within
 
rural areas than within urban areas (Gini coefficients of .32 and
 
.42, respectively). Income distribution was also marked by a wide
 
disparity among regions.
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Given the extent of Jordan's urban population (approximately 85
percent live in urban areas) and the extent of economic opportunities
in the cities, particularly Amman, it is expected that increased

efforts by the DIT will focus on city taxpayers. This is underscored
by the fact that the DIT's offices are located in the largest urban
centers, and assessment and collection are easier to conduct and
administer in these areas. 
 Impact on particular groups within the
cities is difficult to ascertain, but it is presumed that improved
tax procedures will translate into increased tax collections from
the urban self-employed and property owners 
-- two groups which are
apt to underestimate their incomes for tax purposes.
 

2. Relationship Between Project Costs and Project Results
 

As detailed in the project description, project design relies heavily
on technical assistance and training to the DIT. 
AID's contribution
to 
the total project cost consists of two long-term PASA IRS advisors
for 24 months each and 
12 months of technical expertise in the form of
short-term assistance. 
The training component of 
the project consists
of 12 months of participant training in the U.S. and 
in-house short
 courses 
for DIT personnel and, 
to the extent possible, for other GOJ
employees. 
 In light of project outputs of improved operational
systems for income tax assessment, collection, clerical processing,
and administrative services; developed capacity for training in management and systems development maintenance; and operational ADP systems;
the project design properly focuses on gaining the greatest impact
within the DIT. The greatest share of inputs goes to 
the functional
 
areas which should receive the most 
benefits from AID assistance -the assessment and collection units and the data processing office.
The increased efficiency of the DIT depends on this focus in order to
reduce the administrative costs of collecting taxes. 
 The training
component of the project should reap benefits by providing managers with
the improved capability of managing human resources. 
 The economic
returns of 
the ADP equipment will be felt by the end of the project in
terms of 
increased utilization for maintaining tax rolls. 
 The ADP
equipment will accrue savings in terms of employee time needed to keep
proper records. Taxpayers will 
 save time from the streamlining of
procedures 
for assessment and collection. Taxpayers will also save
time when self-assessment becomes standard practice.
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The economic benefits to the DIT will increase in future years as DIT
 
implements self-assessment on a broad scale. 
 Expenditures under this
 
project will contribute to savings gained in the DIT long after the
 
project ends.
 

The proposed project also provides for training which will not neces
sarily be limited to the DIT. 
 Since the short-term courses which are
 
covered by project costs will reach other GOJ employees, potential

project benefits will carry over into other agencies. Table L-5
 
shows the breakdown of short courses and the potential for training

DIT and other government employees.
 

The inclusion of two project advisors from IRS is necessitated by the
 
amount of work involved and by the fact that one advisor is needed to
 
concentrate on ADP operations while the other will serve as a general

advisor. 
Project costs for technical assistance are relatively high

since the required expertise cannot be confined to 
one person. In
 
addition, other aspects such as translating the training material
 
into Arabic are necessary expenditures now which will have benefits in
 
the future for an on-going training program.
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3. 	Summary and Conclusions
 

The following can be drawn from this analysis of the Tax Assistance
 
Program:
 

a. 	Increased emphasis on 
income taxes can generate additional domestic
 
revenues for the GOJ, as indicated by past increases and the low
 
percentage of income taxes in terms of total domestic and tax
 
revenues. 
Import duties will continue to remain important.
 

b. 
In order to achieve its goal of covering current expenditures by

domestic revenues, the GOJ is planning on increasing revenues from
 
taxes and holding down growth of government expenditures. The
 
structure of public expenditures will probably not change in the
 
next Development period.
 

c. 
Increasing assessments and collections should not impose a hindrance
 
to investors. 
 Tax exemptions for agriculture and export-oriented
 
sectors will continue.
 

d. Increased attention on assessment and collection will be directed
 
to those firms and individuals which currently are escaping from
 
paying taxes. 
 The focus of the DIT will be on such groups in
 
urban areas.
 

e. 	Elimination of the uncertainty of the present tax system will assist
 
business decision-making. However, the climate for foreign and
 
domestic investment will not be necessarily enhanced for increased
 
investment.
 

f. 	It is uncertain as 
to how improved assessment and collection will
 
affect income distribution in Jordan. Impact will most likely

fall on the urban self-employed and property-owning groups.
 

g. Project design allocates inputs to those sections of the DIT which
 
hold the most promise for improvement and which will benefit the
 
most from additional resource inputs. 
These sections are also those
 
which have the greatest impact on increasing tax revenues.
 

h. 	Project design indicates that 
in terms of U.S. expenditures, the
 
proposed project is economically feasible due to the perceived

benefits in lowering administrative costs of the DIT, improving the
 
operational capacity of the DIT as well as other GOJ agencies.
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B. Social Soundness
 

This section summarizes the social soundness analysis found in Annex K
 
of this project paper. The analysis reviews the social impact of the
 
income tax on the taxpayers in respect to the socio-economic.environ
ment of Jordan. The issue of equity is addressed in the context of both
 
the income tax law as legislated and as currently implemented. Lastly,
 
the anticipated effect of the proposed project is reviewed.
 

Jordan's income tax law is progressive in nature and provides the basis
 
for a reasonably equitable distribution of the tax burden. As in all
 
tax laws, policy considerations favor some sectors of the economy over
 
others. A major inequity of the tax law, noted in Annex K, is found
 
within the tax brackets and exemptions which have not kept pace with
 
inflation, thus causing a "bracket creep" situation. The amendment to
 
the tax law, which is currently under consideration by the Council of
 
Ministers, addresses this issue by significantly increasing the exemptions
 
and recognizing inflation in the tax brackets.
 

The analysis notes that significant inequities arise from the current
 
administration of the law. The ambiguity of the law and the paucity of
 
procedural guidelines has provided a great deal of latitude of inter
pretation which in turn results in unequal treatment of taxpayers and
 
uncertainty about tax liability. The project is expected to directly
 
assist the DIT in reducing the inequities of administration of the law.
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C. Technical Feasibility
 

The technical feasibility of the project is dependent on the degree
 
to which the project resources or inputs are appropriate to the
 
achievement of the project outputs. The proposed project is aimed
 
at 
the development and maintenance of an improved tax administration
 
capacity through training and technical assistance. The implementa
tion and maiiitenance of automated control systems is 
a concurrent
 
focus of the project. The scope of this analysis is to examine the
 
proposed technical assistance and training methodologies to be
 
utilized and the application of automated systems to the Department
 
of Income Tax.
 

1. Technical Assistance
 

The project envisions a total of 60 person-months of technical
 
assistance as described in Section II-B, Project Inputs. The
 
advisors will work closely with a designated group of GOJ counter
parts who will be assigned full time to the project. The advisors
 
and counterparts will constitute a project working group under the
 
supervision of the Director of the DIT which will have the authority
 
to review all aspects of the DIT. The counterparts and advisors
 
will jointly develop and recommend specific system modifications.
 
With the Director's approval of the modification, the working
 
group will work directly with the concerned division of the DIT
 
and implement and monitor the system modification.
 

This technical assistance methodology has been widely applied in
 
project implementation and has generally been considered an appro
priate approach. It should be noted that this project, as a follow
on activity to a previous activity, proposes a continuation of the
 
working methodology previously employed. The results of the previous
 
short-term technical assistance effort would tend to indicate the
 
validity and propriety of the proposed approach to technical assist
ance.
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2. Training
 

The project envisions the introduction of a relatively new train
ing methodology. 
Short courses emphasizing participatory education
 
and job-specific training represent a significant departure from
 
the traditional concepts of education and training in Jordan, i.e.,
 
that of a more formal and theoretical university-style education.
 
Ready acceptance and enthusiasm on the part of the prospective
 
trainees cannot be automatically assumed. These methods have been,
 
however, applied successfully in the same technical areas by the
 
IRS in the U.S. and in LDC's as part of project assistance. The
 
degree to which the training methodology is successful will pro
bably depend on 
the level of support from the top management of
 
the DIT. If the training is strongly supported from the top, this
 
will be duly noted and appreciated by the prospective trainees.
 
After the initial course presentations, the training methods
 
should generate a degree of enthusiasm and become self-reinforcing.

A key element in the continuation of the training capability is the
 
degree to which the prospective Jordanian trainers can adapt them
selves to the new methodologies. The requirement for additional
 
technical training is clearly present and recognized within the
 
DIT. Successful initial presentations should serve to properly
 
motivate the prospective trainees.
 

3. ADP Application
 

The application of ADP technology to 
income tax administration
 
is an innovation in the DIT. 
The IRS has been involved in the
 
DIT's efforts in this direction since the beginning. GOJ interest
 
in ADP applications was 
the basis of the initial expression of
 
interest on the part of the GOJ in tax assistance.
 

The use of computers in tax administration has precedent throughout

the world. While the specific applications vary from country to
 
country because of the differences in tax laws, the general metho
dologies, skill levels of technicians, and types of equipment are
 
quite similar. Because of the requirement inherent in tax adminis
tration for the maintenance of extensive data files on taxpayers,
 
the use of ADP equipment has become virtually indispensable for
 
efficient tax administration. If the GOJ reasonably expects to
 
achieve theobjective of substantial implementation of the income
 
tax laws, the use of computer technology is clearly a necessity.
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The ADP equipment involved is a standard computer which was
 
purchased from the National Cash Register Company (NCR). 
 Similar
 
equipment is already in use in other locations in Jordan and the
 
equipment is already in use in the DIT for some applications.
 
There is a capacity in Jordan for maintenance and repair.
 

As noted in the reports of the IRS technical advisors, the PID,

and other parts of the Project Paper, availability of trained ADP
 
personnel is a problem. 
Despite project efforts, it will no doubt
 
continue to be a problem for a variety of reasons which are dis
cussed in the administrative feasibility study under retention
 
of personnel. The project hopes to minimize the problem through

establishment of a capacity to train personnel in ADP functions
 
for selected applications within Jordan.
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D. Administrative Feasibility
 

The implementing agency within the GOJ for the project is the

Department of Income Tax, an independent department under the super
vision of the Minister of Finance. The DIT is responsible for all

activities related to the administration of income taxes. 
The chief
 
operating executive is the Director, who is nominated by the Minister
 
of Finance and appointed by the Council of Ministers with the approval
 
of the King. The DIT consists of approximately 275 employees located
in a central office in Amman and in six field offices. There are 294
 
approved positions.
 

This section is a summary of the Administrative Analysis contained
 
in Annex I to the Project Paper. Specific elements of the analysis

include (1) organization, structure and workflow, (2) personnel con
siderations, (3) managerial assessment, and 
(4) the outside administrative
 
environment.
 

1. Organization, Structure and Workflow
 

The DIT is organized along functional lines as indicated in Annex
 
I. The field offices appear to fulfill line functions of assess
ment and collection. 
Staff functions including data processing,

legal, etc., 
are located in the Amman Central Office. The great

bulk of activity takes place in the Amman Central and Amman Field
 
Office. 
The field offices outside of Amman appear to exist largely

to service taxpayers in obtaining tax clearances.
 

IRS advisors under the short-term technical assistance program

reviewed the organization and structure of the DIT and recommended
 
a number of modifications which have been partially implemented

(see summary of prior technical assistance, Annex H, and IRS 
technical assistance reports incorporated by reference to this 
Project Paper). The structure of the DIT is in general adequate; 
no - jor reorganizational effort is considered necessary. The
 
ad,,sors under the proposed project will continue to follow up on

previous recommendations and, where appropriate, wiLl recommend
 
minor modifications to the organization.
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2. Personnel
 

The DIT has a total of 294 permanent positions at this time, of
 
which approximately 275 are filled. Personnel and staffing have
 
always represented, to 
some degree, a problem for the DIT. The

Department has a significant requirement for personnel trained in
 
financial management and auditing. With the development of the
 
ADP function, the qualified ADP technicians must 'be hired.
 

The need for financial management within the audit and assessment
 
function is basic. The demand for accounting and auditing skills
 
is high in Jordan, in the region, and worldwide. Withhigher prevailing

salary scales in the private sector and considering other factors,
 
the DIT has had great difficulty in obtaining and retaining skilled
 
employees. For example, the preferred educational background for
 
a new auditor/assessor is a university degree in accounting or
 
finance. It has not, however, been possible to obtain graduates
 
with these skills for several years. The DIT has been required

to hire new employees with other qualifications -- law, economics,
 
etc. Inadequate training efforts, coupled with the lack of pro
cedural guidance, has hindered the effective development of the
 
new employees.
 

The project depends on the availability of qualified staff, parti
cularly in the ADP function, to strengthen the DIT. The GOJ is
 
fully cognizant of this need and has agreed to recruit additional
 
staff as necessary. 
The DIT has, however (along with other agencies

of the COJ), encountered difficulty in retaining competent pro
fessional and technical staff. This difficulty is directly attri
butable to the demand for such services in the private sector and
 
low salary levels for civil service employees compared to salaries
 
elsewhere, especially in the Gulf States. 
The GOJ, in effect,
 
cannot compete effectively for highly trained professional staff,

but must seek out qualified "beginners," i.e., applicants with an
 
appropriate educational level, but limited experience. The turn
over rate is high as new employees, after a period of training and
 
experience, leave the DIT for other opportunities. It is clear
 
that additional incentives are required if the required personnel
 
are to be retained by the DIT. The GOJ is exploring a number of
 
approaches to this problem including: incentives and other bonuses,
 
an increased recruitment of women (who are less likely to emigrate

for jobs outside of Jordan), and the possibility of using contractual
 
and other non-civil service employment modes which would allow
 
payment of higher salaries.
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3. Managerial Assessment
 

The DIT is highly.cencralized in respect to the managerial authority.

Relatively minor decisions are often referred directly to 
the
 
Director. The division between staff and line functions; particu
larly in the case of the Amman Field Office and the General Office,

is virtually non-existent due to (1) the physical proximity, and
 
(2) the overriding importance of the Amman Field Office in terms
 
of revenue generation.
 

Middle management and supervision are not strong within the DIT.
 
This is partially due to traditional operating procedures which
 
do not encourage initiative or delegation of authority. Whether
 
by inclination, custom, or ability, middle management activities
 
are generally restricted to routine functions and carrying out
 
the express orders of the Director. Particularly in the line
 
functi-ons of collection and assessment, technical supervision tends
 
to be minimal, partially due to the system of assessment which
 
places a virtually overriding reliance on the personal judgment

of the assessors. Another significant factor is the tendency to
 
promote invididuals for the most part on 
the basis of seniority.
 
The lack of statistical data also impedes the performance of
 
managerial responsibilities.
 

The project intends to strengthen both the role of supervisors

and middle managers and to provide specific training in these
 
functions. The development of procedural guidance will assist in
 
strengthening technical review procedures. 
 The availability of
 
statistical and other information from the computer will assist
 
management and supervisors at all levels in the performance of
 
their functions.
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4. Outside Administrative Environment
 

The public perception of the administrative capacity of the DIT
 
is, in general, unfavorable. As noted in the Social Soundness
 
Analysis, this is partially due to the traditional role of the tax
 
collector in any society. There are, however, significant problems

in the administration of the income tax system, of which the public

in general and the business community in particular are aware. The
 
DIT is often viewed as inefficient, arbitrary and, to some degree,
 
corrupt. Inefficiency is considered a result of inadequate techni
cal training or capability. The unusual degree of reliance on the
 
personal judgment of the assessor or auditor, coupled with inadequate
 
technical training, can well result in arbitrary assessment of tax
 
liability. The highly personal nature of the assessment process
 
provides opportunity for possible corruption. The GOJ is aware of
 
public perceptions and recognizes the need for improvement. The
 
GOJ is specifically concerned about charges of corruption.
 
The DIT does have an internal investigation function. Significant
 
efforts are made to combat possible corruption, of which the public

is generally unaware. The GOJ interest in the proposed project is
 
a reflection of a desire to improve the administrative capability
 
,f the DIT and the public perception of the function.
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E. Environmental Concerns
 

The project was reviewed at the PID stage .by the Near East Bureau
 
Environmental Coordinator who recommended that the project be given
 
a "Negative Determination" in compliance with the requirements of
 
22 CFR 216, "A.I.D. Environmental Procedures." (Annex G).
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IV. Financial Plan and Analysis
 

The proposed project is an institution building activity. 
The affected
entity, the Department of Income Tax, is charged with the collection of
 revenue through implementation of the Income Tax Law. 
Although the
generation of 
revenue is the raison d'etre of the DIT, the Department is
 not a revenue producing entity for purposes of financial analysis. 
 The
 revenue produced is a result of 
the application of law as 
opposed to
economic activity. Analysis related to 
revenue generation, i.e., incremental revenue generations envisioned under the project, and the relative
efficiency of the DIT in producing revenue, is presented in the economic
analysis. The scope of 
the financial analysis of 
the proposed project is
limited to 
(1) budgetary analysis, (2) project financial implementation,

(3) assessment of the financial management capacity within the DIT, and
 
(4) recurrent cost implications.
 

A. Budgetary Analysis
 

The project budget is summarized in Table 4. 
 The total project

cost is estimated at $1,551,100. 
AID inputs total $1,000,000 or
64 percent of the total project cost. 
 The GOJ contribution is $551,100

or 36 percent of the total. The specific project inputs are fully

described in Section II-B.
 

The proposed USAID contribution to the project is more specifically
detailed in Table 
 5. The USAID contribution is directed toward the

provision of technical assistance (75 percent) and training (25 percent).
The USAID inputs are reasonably well defined. 
 The budgeted amounts
 represent realistic 
cost estimates. An inflation rate of 7 percent
is assumed for U.S. Government direct hire salaries and salary related
benefits effective 10/1/81 and 10/1/82. 
 An inflation rate of 10 percent
per annum in the second year of the project is assumed for all other
 
costs except costs fixed by contract, such as leases.
 

The GOJ contribution to the project represents funding for 
(a) commodities,
(b) ADP and related equipment, (c) 
a portion of the costs to be incurred
in the training program, and (d) in-kind support in the form of personnel,
office facilities, and other operational expenses. 
The ADP equipment,

which represents 41 percent of the GOJ contribution, has already been
 
installed in anticipation of this project.
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TABLE 4 

SUMMARY BUDGET 

u.s. $(ooo .o) 

Inputs 
U.S. GOJ TOTAL 

Input 1 - Technical Assistance 751.4 63.8 815.2 

Long-term Technical Assistance 
Short-term Technical Assistance 
GOJ Support for U.S. Technicians 

557.1 
194.3 

63.8 

557.1 
194.3 
63.8 

Input 2 - Training 248.6 106.5 355.1 

Participant Training in the U.S. 105.6 28.0 133.6 
Development of GOJ training capacity 143.0 78.5 221.5 

Input 3 - Commodities 
225.6 225.6 

Input 4 - GOJ Personnel 
155.2 155.2 

PROJECT TOTAL 1,000.0 551.1 1,551.1 
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TABLE 5 

Detailed Budget 
U.S. Contribution 

U.s. $(ooo .0) 

Inputs Total 
Costs 

Foreign
Exchange 

Local 
-Currency 

Input I - Technical Assistance 751.4 634.1 117.3 

Long-term: 
2 advisors, 2 yrs 

PASA Costs 
Mission Costs 

each, 48 p/m 557.1 
381.3 
175.8 

444.8 
381.3 

63.5 

112.3 

112.3 

Short-term: 
12 assignments, 1 

PASA Costs 
Mission Costs 

mo. each, 12 p/m 194.3 
158.9 
35.4 

189.3 
158.9 
30.4 

5.0 

5.0 

Input 2 - Training 248.6 127.1 121.5 

Participant Training 

8 employees @ 3 mos. INTAX 
Seminars - 24 p/m 
2 employee special program 
@ 2 month - 4 months 

105.6 105.6 

Development of Training Capacity 143.0 21.5 121.5 

Job-specific training within 
Income Tax Department 14.3 2.1 12.2 

Training applicable to other 
departments as well as ITD. 128.7 19.4 109.3 

Management: course development 
and training 35.7 5.4 30.3 

ADP & Other Technical: course 
development and training: 93.0 14.0 79.0 

PROJECT TOTAL.................... 1,000.0 761.2 238.8 
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Table 6 correlates, in financial terms, project inputs with the
 
anticipated project outputs. 
Output No. I - improved operational
 
systems for income tax assessment, collection, clerical processing
 
and administrative systems, represents the project emphasis on refine
ment and improvement of the operational capacity of the DIT including
 
management and supervision. This output is allocated 53 percent of
 
the USAID technical assistance component and 40 percent of the total
 
project funding. Output No. 2 - development of the GOJ capacity for
 
training in systems development and management, represents the creation
 
of an internal GOJ capacity for training, both job-specific within the
 
DIT and inter-agency training within a separate agency or institution.
 
This output is allocated 61 percent of the USAID training component
 
and 34 percent of the total project funding. Output No. 3 - imple
mentation of an operational ADP system, represents the development
 
of the operational ADP capacity, and is quite finite in scope. This
 
element is allocated 26 percent of project funding.
 

B. Project Financial Implementation
 

Table 7 the project financial implementation plan, presents pro
jected accrued expenditures by quarter over the life of the project.

Project expenditures are to a great extent dependent on the physical
 
presence of the long-term project technicians. The financial imple
mentation plan assumes that the advisors will arrive no later than
 
three months after the signing of the Agreement. Any delay in finan
cial implementation would in all probability be due to delay in the
 
arrival of the technicians.
 

The following disbursement mechanisms will be used in the project:

Disbursements for costs included under the PASA will be incurred by
 
the IRS and charged directly against the PASA budget allocation.
 
Mission support costs for the PASA team will be disbursed directly
 
by USAID or provided in kind by USAID. Operational support costs
 
for the PASA team will be financed by the GOJ (See GOJ inputs).

Disbursements for training outside the U.S. will be made directly
 
by USAID in accordance with normal AID procedures for participant
 
training. Travel and appropriate related costs for participant train
ing outside of Jordan will be financed by the GOJ. The funding
 
mechanism for training within Jordan, including the development of
 
the training courses, would be through reimbursement of allowable
 
costs to the GOJ for expenditures incurred in accordance with pro
cedures detailed within a letter of implementation.
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TABLE 6 

Costing of Project Outputs 

u.s. $(ooo.o) 
Total Ou tpu t Ou tpu Ou tpu t 

Inputs Cost #1 #2 #3 

U.S. Inputs 
 1,000.0 480.4 374.6 145.0 

Technical Assistance 751.4 398.6 222.0 130.8 

Long-term +8 p/m 557.1 301.4 141.0 114.7 
Short-term 12 p/m 194.3 97.2 81.0 16.1 

Training 248.6 81.8 152.6 14.2 

Participant US 18 p/m 105.6 53.1 52.5 
Management Training 
 35.8 7.2 28.6 
ADP & Other Technical 92.9 7.2 71.5 14.2 
ITD Job-specific. 14.3 14.3 

GOJ Inputs 551.1 134.0 151.1 265.2
 

GOJ Support for Tech. Assistance 63.8 30.6 23.9 9.3 

GOJ Support of Training 106.5 29.7 69.0 7.8 
Participant US training 28.0 14.0 14.0

Development Trng Capacity 15.778.5 55.0 7.8 

Commodit ies 225.6 225.6 

GOJ Personnel 155.2 74.5 58.2 22.5 

PROJECT TOTAL 1,551.1 615.2 525.7 410.2 

100% 40% 34% 26%
 

Output No.1 - Improved operational systems for income tax assessment, 
collection, clerical processing, and administrative services. 

Output No.2 - Developed capacity for training in management and systems
 
development/maintenance.
 

Output No.3 - Operational ADP systems 
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Financial luipleawntaLion Plan 

u.s. S(uo .0) 

Project 
Tort1 

FT 
81 

FY 82 
Total 

------------- (Parters.......-.. 
I end 3rd 4th 

FY 83 
Total 1r 

-QUARTERS
2nd 3rd 4th 

U.S. Inputs 751.4 42.6 354.4 81.4 81.5 99.3 92.2 354.4 83.5 86.9 117.7 66.3 

Technical Aassitance 
Long Term 
Short term 

751.4 
557.2 
194.2 

42.6 
42.6 

260.9 
260.9 
93.5 

81.4 
81.4 

50.3 
50.3 
31.2 

68.1 
68.1 
31.2 

61.1 
61.1 
31.1 

253.7 
253.7 
100.7 

66.7 
66.7 
16.8 

53.3 
53.3 
33.6 

67.4 
67.4 
50.3 

66.3 
66.3 

Training 
Participant Training 
Dev. GOJ trng capacity 

248.6 
105.6 
143.0 

164.9 
50.5 

114.4 

85.6 
30.5 
55.t 

46.5 

46.5 

32.8 
20.0 
12.8 

83.7 
55-1 
28.6 

14.3 

14.3 

22.0 
22.0 

25.4 
11.1 
14.3 

22.0 
22.0 

Total U.S. Inputs 1000.0 42.6 519.3 81.4 167.1 145.8 125.0 438.1 97.4 ;.89 143.1 88.3 

GOJ Inputs 

GO Support of technicians 63.8 2.7 32.0 8.0 8.0 8.0 8.0 ;9.t 8.0 8.0 8.0 5.1 

GOJ Support of training 
Participant Training 
Develop training capacity 

106.5 
28.0 
78.5 

76.8 
14.0 
62.8 

37.2 
7.0 
3.02 

25.8 

2 .8 

13.8 
7.0 
6.8 

Z9.7 
140 
IS.7 

7.9 

7.9 

7.0 
7.Q 

14.8 
7.0 
7.8 

Comaodities 225.6 225.6 

GOJ Personnel 155.2 6.5 77.6 19.4 19.4 19.4 19.4 71.1 19.4 19.4 19.4 12.9 

Total GOJ Inputs 551.1 234.-6 186.4 27.4 64.6 53.2 41.2 129.9 35.3 34.4 27.4 32.8 

Total Project 1551.1 277.4 705.7 108.8 231.7 199.0 J66.2 568.0 133.1 t43.) 170.5 121.1 

I Expenditure 
O.. I Expenditure.t~m xedtr.25% 18 

7 
7 440% 

3 
5513Z3 

1 
§4%4 

z 
9173% 

9 
282] 1193Z 0%100% 
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A certain amount of budget flexibility should be retained for effect
ive project implementation. The USAID contribution to the project
 
consists of two inputs -- technical assistance and training -- each
 
of which is further sub-divided. Fund commitments and expenditures

should be controlled on the input basis, i.e., 
on the total fund levels
 
for technical assistance and training with flexibility within the
 
individual inputs. A provision of the Grant Agrecment should permit
 
a certain degree of shifting between the inputs on the basis of imple
mentation letters.
 

C. Financial Management Capacity of the Department of Income Tax
 

Financial management is an essential aspect of 
the DIT. Fund control,
 
a key aspect of financial management, is inherent within the DIT's
 
operations. The DIT collects cash and checks and must ensure 
that
 
these funds are safeguarded and controlled prior to timely receipt

in the Treasury. The DIT has the responsibility for follow-up and
 
collection of accounts receivable generated through income tax assess
ments. Financial management is also inherent within the audit and
 
assessment functions. Significant accounting expertise is required
 
to audit financial records and determine the validity of accounting
 
data. The DIT is, therefore, quite dependent on financial management
 
expertise in the performance of operational responsibilities.
 

The financial management resources available within the DIT are diffi
cult to analyze. The DIT appears to have a reasonable capability in
 
respect to physical fund control. 
 As noted in other sections of the
 
Project Paper, collection of outstanding accounts has been a problem
 
and will be addressed as part of the proposed project. It is not
 
clear, for example, to what extent collection difficulties are attri
butable to procedural failings as opposed to the application of
 
insufficient resources. There are apparently considerable problems

in the audit and assessment functions. An oft heard taxpayer complaint

relates to the technical qualifications of the auditors and assessors.
 
While this complaint may be valid, a good part of the difficulty could
 
well be due to the lack of uniform, and uniformly understood, proced
ural guidance and accounting standards. Language can also represent
 
a problem, particularly in the case of foreign firms which may keep
 
some or all of their accounting records in English as opposed to Arabic.
 
This problem is exacerbated by the extreme degree of reliance placed
 
on the personal judgment of the assessor/auditor.
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The DIT is aware of the financial management weakness in the areas
 
of audit and assessment. Some training has already been provided

through a program with the Institute for Public Administration.
 
The DIT views the proposed project as an excellent vehicle to address

this weakness both through the development of procedures and through

the provision of specific training.
 

D. Recurrent Costs
 

Increased recurrent costs are 
to some extent a desired output of
 
an institution-building project. 
 It is envisioned that the GOJ will

apply additional resources to 
those areas where additional resources
 
are required for the effective implementation of the tax law. The
 
concept of recurrent costs should be viewed in respect to the 
revenue
 
generated. To the extent that additional recurrent costs increase
 
revenue and maintain or reduce the cost of generating revenue, there
 
is a net benefit to the GOJ. Table 3 illustrates this point quite

clearly. 
 In 1980, for example, the cost of collecting revenue repre
sented 1.6 percent of the revenue collected. Should the increased
 
recurrent costs and resultant revenue 
increases reduce the cost of
 
collecting revenue below 1.6 percent, the GOJ will realize additional
 
revenues and increased efficiency.
 

It is difficult to predict the recurring cost which will be generated,

directly or indirectly, through the project. 
 The establishment of
 
the ADP facility and the related personnel requirements is a direct
 
element of recurrent cost encouraged by the project. This expenditure

is already incurred and provided for in the budget. 
 If the GOJ decides
 
not to implement self-assessment, there would be a definite recurrent
 
cost implication. Increasing revenue is dependent on increasing the
 
frequency of assessment. The assessment of 75 percent of the identi
fied taxpayers annually would require an additional 130 assessors/

auditors even with improved audit/assessment procedures. The imple
mentation of self-assessment would require considerably fewer addi
tional personnel for the same degree of assessment. The personnel

requirements for the implementation of self-assessment are estimated
 
to be 50-60 auditors.
 



-56-


V. Implementation Plan
 

The following are target dates for project-related activities:
 

Project Paper Completed 
 Jul 1981
 

Project Authorized 
 Jul 1981
 

Project Agreement Signed 
 Jul 1981
 

Conditions Precedent Met 
 Jul 1981
 

Issuance of PIO/T and PASA 
 Aug 1981
 

Arrival of Advisors 
 Sep 1981
 

Terminal Dates for Conditions Precedent 
 Aug 1981 and Mar 1982
 

Phase 1 Project Readiness 
 Sep 1981
 

Phase 2 Stabilization and follow-up 
 Oct 1981
 

Phase 3 Initiation of Training 
 Dec 1981
 

Initial In-house Project Evaluation Mar 1982
 

Phase 4 Long-range Administrative Changes May 1982
 

Phases 4 & 6 Implementation of System
 
Changes 
 Jul 1982
 

Phases 7 & 8 Implementation of System
 

1983
Changes 
 Jan 

Phase 9 
Project Review and Close-out Aug 1983
 

Departure of Long-term Advisors 
 Sep 1983
 

PACD 
 Dec 1983
 

Final Project Evaluation 
 Jun 1984
 

TDD 
 Sep 1984
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A. Project Execution
 

The project life is a total of approximately 30 months from the sign
ing of the Grant Agreement. Actual project implementation will,

however, take place during the 24-month assignment of the long-term

advisors. 
 The additional 6 months are programmed to cover any delay

in the arrival of the technicians, as well as the possibility of a
 
requirement for any extension of service or provision of short-term
 
consultants beyond the projected departure of the long-term advisors.
 

Immediately on arrival, the long-term advisors will develop a specific

workplan which will describe each 
 activity in terms of objectives,

priorities, target dates, prerequisites, assumptions and probable
 
resource requirements. 
 Since the initial survey and some follow-up

TDY activities have already been done, it is possible to predict, in

general terms, the activities that will be identified. For the
 
purpose of indicating priorities, the two-year span of the project

has been divided into nine phases. Each phase will emphasize a parti
cular type of activity as follows:
 

1 month: 	 Project Readiness
 
Preparation of specific project workplan and the
 
collection of data to be used in progress evaluation.
 

3 months: 	 Stabilization and Follow-up
 
Insuring that the most important changes implemented,
 
or partially implemented, during the pre-project period
 
are functioning as intended, and that they can continue
 
to function with minimum attention from the advisors.
 
This refers especially to the computerized taxpayer
 
accounts processing system and related clerical procedures.
 

5 months: 	 Initiation of Training
 
To insure institutionalization of DIT capability, further
 
systemic changes willbe minimized until DIT employees

have been sufficiently trained to participate in develop
ing and implementing those changes. This phase will
 
emphasize (a) developing appropriate in-house training

capability, (b) contracting with an appropriate institu
tion for inter-agency training, (c) developing course
 
materials, and (d) monitoring and evaluating initial
 
course presentation.
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2 months: Long-range Administrative Changes 
Tax law changes, organizational changes, and conversion 
to self-assessment are likely to require a considecable 
amount of lead time because of the approval levels 
required. This phase will prepare the groundwork for 
those changes, so that they can be implemented promptly 
on approval. 

3 months: A Priority Systems 
3 months: B Priority Systems 
3 months: C Priority Systems 
3 months: D Priority Systems 

These phases will involve working directly with DIT 
employees to develop and implement systemic improvements 
in priority sequence 

1 month: Review and Evaluation - Jul 1983 
The final phase will be used to review and evaluate the 
project, prepare a final report, and to make recommendations 
to the DIT for continued improvement beyond the close of 
the project. 

The nine phases of project implementation are further sub-divided into
 

specific activities which are as follows:
 

Activity 
 Month
 

A MISCELLANEOUS AND TDY
 
Al Develop specific work plan ------------------------ 01
 
A2 Collect data for project evaluation -------------- 01
 
A3 Evaluate progress of project --------------------- 12,24
 
A4 Establish training, O&M and ADP units ------------ 03
 
A5 Develop overall plan ----------------------------- 10
 
A6 Complete functional statements --------------------11
 
A7 Complete recommended tax law changes ------------- 10
 
A8 Survey administrative services needs ------------- 13-14
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Activity 
 Month
 

COMPLIANCE 
Cl Establish assessment priorities ---------------- 04 
C2 Simplify review process ------------------------- 03 
C3 Evaluate assessment control.s ------------------- 02 
C4 Improve and reduce objectires ------------------ 13-14 
C5 Establish collection priorLties ---------------- 04 
C6 Evaluate collection control: --------- 02 
C7 Complete withholding controls ------------------ 03-04 
C8 Clerical control long-term payments ------------ 14-15 
C9 Identification of unassessed taxpayers --------- 15-16 
CIO Compliance measurement system ------------------ 20-22 
C01 Forms and instructions for self-assessment ----- 16-18 
C12 Procedures for clerical returns process -------- 18-19
 

D PROCESSING
 
Dl Solidify taxpayer accounts system -------------- 02-03
 
D2 Initiate name-address data entry --------------- 12
 
D3 Computer issuance of notices
------------------- 15-16
 
D4 Incorporate withholding control ---------------- 18-19
 
D5 Incorporate long-term payments ----------------- 19-20
 
D6 Develop third party information system --------- 13-15
 
D7 Improve clerical filing system ----------------- 22-23
 
D8 Security system for ADP records ---------------- 03
 
D9 Develop-inhouse training ----------------------- 04
 
D10 Develop inter-agency training ------------------ 05-09
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B. 	Project Monitoring
 

Both USAID and the IRS will be actively involved in project monitoring.

Attention will be placed 
on monitoring activities to the timely pro
vision and adequacy of project 
resources and the collection of quanti
fiable data. 
 The 	success of the DIT's efforts to 
retain skilled
 
employees, particularly in the ADP field, will be a particular focus

of project monitoring. 
Project monitoring responsibilities undertaken
 
by both USAID and IRS 
are 	as follows:
 

1. 	USAID
 

USAID/Jordan will be responsible for AID project monitoring. 
Within
 
the Mission, project management duties will rest with the Project

Officer assisted, as appropriate, by the project committee, which
is composed of staff members from each functional office within the

Mission. Responsibility for the project currently is located in
 
the 	Office of the Controller. Depending on 
the workload of this

office, it may be necessary to reassign responsibility to either
 
the Program Office or 
the Office of Technical Projects (OTP). The
 
training advisor within the OTP will, in any event, provide technical
 
backstopping and support 
to 
the 	project officer in the implementation

and 	monitoring of the training component of 
the 	project.
 

2. 	IRS
 

The 	IRS has had significant experience in the implementation of 
tax

assistance projects and, accordingly, has developed a comprehensive

evaluation/monitoring program referred 
to as IMPACT. The IRS pro
gram is focused on quantitative progress compared to the specific

workplan. The IRS evaluation/monitoring system consists of the
 
following elements 
(see Annex F):
 

a. 	At the beginning of a project, development of a specific

workplan identifying sub-projects in terms of (1) objectives,

(2) target dates, (3) methods, (4) priorities and (5) probable
 
resources required.
 

b. 
Monthly narrative reports identifying the most significant

activities, progress and 
setbacks in connection with curreatly
 
active sub-projects.
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c. 	Quarterly summaries reflecting the current status of each
 
sub-project, and statistical data as available to assist
 
in measuring the overall effectiveness of tax team efforts.
 

d. 	An administrative review by a senior IRS official after the
 
first year and at the end of the project. This v4 ll be an
 
on-site inspection of records and observation of conditions
 
and activities.
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VI. Evaluation Plan
 

The project will undergo two (2) evaluations during the course of
project implementation and following the completion of the project.

IRS and USAID have separate evaluation requirements, each of which are

Both
 

discussed below. 
To the extent feasible, the evaluations will be conducted
 
jointly.
 

A. 	IRS
 

IRS evaluation of project activities is aimed more at project monitor
ing than evaluation in the USAID sense. 
 The 	IRS efforts concentrate on

quantitative measures and progress against the task specific workplan

drawn up at the beginning of the project. 
 The 	IRS IMPACT program is
described in Section V, Project Implementation, under project monitor
ing. The forms used are presented in Annex F.
 

B. 	USAID
 

USAID will arrange for two separate evaluations for the proposed project. Personnel for the USAID evaluation will be drawn from the Mission

staff and AID/W as appropriate. Other personnel from IRS and other
 
sources may also be utilized. The USAID evaluations will emphasize

achievement of the project purpose and goal. 
 The USAID evaluation
 
schedule is as follows:
 

1. 	The first will be in-house approximately 6 months after the arrival
 
of the long-term advisors, and will include:
 

a. 
Progress of the DIT in hiring, training and retaining ADP
 
techrncians.
 

b. 	The operational status of the installed equipment and process
ing procedures.
 

c. 
Reaction of GOJ employees to project activities, and the extent
 
to which project methods are supported by GOJ officials.
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2. The second and final evaluation would take place within six months of
 
the departure of the advisors and the completion of the project.

The final evaluation would be broad in scope and would review the
 
overall progress of the DIT. Particular emphasis would be given
 
to the.degree of success with which the DIT is able to maintain
 
the systems developed during the project and to continue to make
 
improvements and modifications to the system. The evaluation team
 
would have full access to and draw heavily on the results of the
 
IRS evaluation. It is anticipated that a senior IRS official and
 
the former team leader would participate in the evaluation.
 

Specific attention will be given to the following:
 

a. Capability developed within the DIT to continue existing programs 
and implement improvements after project completion. 

b. The amount and quality of training conducted both in the DIT 
and in the independent agency. 

c. The extent to which implemented systems are conducted independently
by Departmental employees with minimum assistance from the 
advisors. 

USAID project evaluations will utilize statistical data developed by the
 
IRS as 
both baseline data and as a measure of progress in assessing the
 
magnitude of project outputs and achievement of project purpose and goals.

The technical assistance component of the project allocates up 
to two
 
months of short-term technical assistance for the provision of Washington
based IRS personnel for participation in project evaluation activities.
 
Evaluation personnel drawn from AID/W, if any, would in all probability

be direct hire personnel and accordingly funded from operating expenses.
 
Should project monitoring or the initial in-house evaluation indicate
 
implementation difficulties, additional evaluations may be scheduled as
 
required.
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VII. Conditions and Covenants and Negotiating Status
 

A. 	Conditions Precedent to Disbursement
 

1. 	First Disbursement
 

Prior to the first disbursement under the Grant, or to the issuance
 
by AID of documentation pursuant to which disbursement will be made,
 
the Grantee will, except as the Parties may otherwise agree in
 
writing, furnish to AID in form and substance satisfactory to AID:
 

a. 	An opinion of counsel acceptable to AID that the Project Agree
ment has been duly authorized and/or ratified by, and executed
 
on behalf of, the Grantee, and that it constitutes a valid and
 
legally binding obligation of the Grantee in accordance with
 
all of its terms;
 

b. 	A statement of the name of the person holding or acting in the
 
office of the Grantee specified in Section 8.3 of the Project
 
Agrement, and of any additional representatives, together with
 
a specimen signature of each person specified in such statement;
 

c. 	The names and titles of the three counterparts selected to work
 
with the U.S. advisors, and an organization chart showing the
 
positions with whom the U.S. advisors will work, identifying
 
the positions as filled or unfilled, and indicating DIT's plans
 
for filling vacant positions.
 

2. 	Disbursement for In-Country Training
 

Prior to any disbursement under the Grant, or to issuance by AID
 
of any documentation pursuant to which disbursement will be made
 
for development of the in-country training program applicable to
 
entities of Grantee in addition to DIT, the Grantee will, except
 
as the Parties may otherwise agree in writing, furnish to AID, in
 
form and substance satisfactory to AID, (1) the name of the organi
zation or administrative entity in which such training function will
 
be located, (2) the concurrence of the selected organization as
 
evidenced by a contract or other written form of agreement, (3)
 
assurances as to the capacity of the selected entity to carry out
 
such training, and (4) assurances as to the availability of such
 
training to other organizations of the Grantee.
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3. Notification
 

When AID has determined that the conditions precedent specified
in Section 4.1 and 4.2 of the Project Agreement have been met,

it will promptly notify the Grantee.
 

4. Terminal Date for Conditions Precedent
 

a. 
If Section 4.1 of the Project Agreement has not been met
within 30 days from the date of the Agreement, or such later
date as AID may agree to in writing, AID, at its option, may
terminate the Agreement by written notice to Grantee.
 

b. 
If Section 4.2 of the Project Agreement has not been met
within 180 days from the date of 
the Agreement, or such later
date as AID may agree to in writing, AID, at its option, may
terminate the Agreement by written notice to the Grantee.
 

B. Special Covenants
 

1. Project Evaluation
 

The Parties agree to 
establish an evaluation program as part of
the Project. Except as 
the Parties otherwise agree in writing,
the program will include, during the implementation of the Project,
and at one or more points theeeafter: (a) evaluation of progress
toward attainment of the Project purpose; 
(b) identification and
evaluation of problem areas or constraints which may inhibit such
attainment; (c) 
assessment of how such information may be used to
help overcome such probleme-; and (d) evaluation, to the degree
feasible, of the overall development impact of the Project.
 

2. Implementation of the Income Tax Law
 

Grantee covenants that it will, within 180 days from the signing
of the Agreement, advise AID of planned changes in implementation
of the Income Tax Law, including assessment and compliance there
under.
 

3. StaffingTraining and Coordination
 

Grantee covenants that it will provide adequate stdff, implement
necessary staff training, and effect necessary actions to assure
that Project objectives are accomplished.
 

C. Negotiating Status
 

The terms and conditions herein have been reviewed by and discussed
with appropriate GOJ officials according to established procedures in
such matters. 
The draft Project Paper has been reviewed by the Director,
DIT. 
A draft of the Project Agreement and Annex 1, the Project Description, is under discussions with the DIT.
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ANNEX A 


Logical Framework
 

PROGRAM-SECTOR LEVEL
 
NARRATIVE SUMMARY: THE BROADER OBJECTIVES TO WHICH THIS PROJECT
 
CONTRIBUTES:
 

To increase the generation of domestic reventues.
 
To enhance the capacity for public administration
 
within the GOJ.
 

VERIFIABLE INDICATORS: MEASURES OF GOAL ACHIEVEMENT:
 

Income Tax Revenues, to increase 15% by 1984 over revenues
 
which would have accrued without the project.
 

Increased ability to implement tax policy efficiently.
 

MEANS OF VERIFICATION:
 
GOJ tax collection and statistical data.
 

IMPORTANT ASSUMPTIONS:
 
1. Continued economic stability and growth.
 
2. Improvements in tax administration will lead to greater
 

revenues.
 
3. Tax law changes do not decrease base or reduce tax rates.
 

PROJECT LEVEL
 
NARR\TIVE SUMMARY: PROJECT PURPOSE:
 

Modernization and improvement of GOJ tax administration capacity.
 
VERIFIABLE INDICATORS: CONDITIONS THAT WILL INDICATE PURPOSE HAS BEEN
 
ACHIEVED: END OF PROJECT STATUS:
 

1. Key managerial and technical staff trained and applying
 
techniques learned.
 

2. Nwnber of annual assessments increased to 250,000.
 
Participation of 90% of eligible employees in tax with
holding system.
 

3. Improved record keeping, reporting and analysis by use of
 
computers.
 

MEANS OF VERIFICATION:
 
1. Review training record of USAID and GOJ status reports.
 
2. Review and analysis of collection and assessment statistics.
 
3. Examination of computer output reports.
 

IMPORTANT ASSUMPTIONS:
 
Continuation of present management commitment of support and
 
participation in (a) implementation of necessary systemic changes,
 
and (b) staffing and training to provide for continuing capability.
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ANNEX A - Page 2 

Logical Framework 

OUTPUTS:
 
NARRATIVE SUMMARY: 

1. Improved operational systems for income tax assessment,
 
collection, clerical processing and administrative services.
 
2. Development of GOJ capacity for training in management and system

development.
 
3. Operational ADP system.
 

VERIFIABLE INDICATORS: MAGNITUDE OF OUTPUTS:
 
I. Implemented systems for taxpayer accounts, collection management
 
and withholding control. 
2. Staff on-board and trained. Training capacity operational.
3. Equipment and personnel capability to design, program, implement

and operate ADP processing systems.


MEANS OF VERIFICATION:
 
1. Review of programs and procedures in operation. 
2. Personnel documents and interviews.
 
3. Examination of facilities, documentation and operational records.

IMPORTANT ASSUMPTIONS: ASSUMPTIONS FOR ACHIEVING OUTPUT: 
1. Active management support for appropriate changes required to 
implement tax system modifications.
 
2. GOJ provides adequate incentives to attract and retain qualified
 
ADP and other personnel.
 

INPUTS:
 
NARRATIVE SUMMARY
 

AID Technical assistance and training. 
GOJ Project support, GOJ personnel and ADP equipment


VERIFIABLE INDICATORS: IMPLEMENTATION TARGETS (TYPE AND QUANTITY):
AID 1. 60 staff months of assistance; 48 long term and 12 short term 

2. 18 staff months training
3. Support of training facility


GOJ I. Office space, facilities and supplies.

2. Counterparts and support staff working with the advisors
3. Availability of computer snd data entry equipment 

MEANS OF VERIFICATION: 
AID AID Mission files. 
GOJ On-site inspection.

IMPORTANT ASSUMPTIONS: ASSUMPTIONS FOR PROVIDING INPUT: 
GOJ will made adequate resources available for required personnel and
 
support. 



THE HASNEMT KINGDOM
 
OF JORDAN
 

NATIONAL PLANIIN COUNCIL
 
AMMAN 1gitj~,1
 

TeL 4446 - 4470
 
7ix : 21319 - P.O. Box 555 
 £Ut. - t U. 

T.Isg. NPC • Amma ,.. - r It L 

No. ....
 
Date -12.8,.1981 

D at 12 8 , i a i. ... ............... ...............................
 

Re . ... . ......................................... I
 

Mr. 'aalter Bollinger
 
Director r C"
 
Amman
 

Dear Mr. Bollinger 

H.E. the Director Gen.pral of the Income Tax Department (ITO)
has informed me that the said Department is in the Process of 
improving the capacity for income tax administration in his Department

through arranging special training programs to be held locally and 
abroad. 

To accomplish this objective# you ore kindly requested to 
provide said Department with the necessary Technical support. I suggest 
in this respect to go ahead and take the necessary arrangements with 
the Internal Revenue Services to provide the technical assistance and
 
arrange for the training programs needed under the USAID Technical 
Assistance Program to Jordan. 

Sinc reiy mrs
 

President
 

cc: H.E. Ninister of Finance 
cc: H.E. Director General Income 

Tax Department.
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k~~~~~m~ Sii~l?- .!A!iL	 iTATE 
eAR t31 AVAILABLE DcMN, 1:k U /?1 d	 DL 7 

Ij1.JLe,Z,IJiU SItl 

AM1EM BAS S Y AMMAN PRIO(IR ITY 

J.:]C LA S (I
Ar;'lA IrPT'ION 	 CC Y 

O.0 12065: N/A _ 

SUBJ 'ICT: INrC;F T~AX A S S13 TA F (279-3232) PI D NF h
 
kEPOAT ING. CABLE
 

RFEF: Ai)STATE 29ii27, P.) A1,41N, 1 35 

1. dITFl THE bENFFIr OF INFORM1ATION PROVIDED IN REF (B) ANts 
BY MISSION DIRECTOR Al' THE-MARCff 5 NAC RSVIEii TBE RRE-MA IN-
ING ISSUES (EQUITY ANP rR.AIIN IN) iERE RESOLVED. rHEREFO RLY,, 

'I~NACAPPROVFS SUBJECT PID:ANl)DELT"ATFS &ATIO41'T TO
 
- 2E MISSION DIRECTOR TO APPROVF PROJEcP,.
 

2. H!E FOLLO'4I N'z LOOSE FNLS -REIAINED AND ARE OFFERED fE
[ 	 APP DEWI'3N IGUI DANC : A) Ti EF DE,3T"N HOULD BF; rAiFL

;OT TO0 L~iAD THE PROJECT SUJPPORT rodAtRDS ENFORCEIENr rHAIN-

ING IN VIOLATION OF SFCrT3N 304 ow r~KF FOlEI"N, ASSITANCE:
 
ACr. 

1j 
3)

4 
A MID -PtOJFCT EVNttJATION DATE AND PLAN SHDOLD He:
 

. 1 4.AS
I# 


i,UILr INTOTHE rusiGN ro ASSESDS, DJRIN.' IMPLEMENrArPON,-
TiHE vFFEC'IIV7NFSS OV' THE PRQ.JTFTS STRATF."Y FOR. RFTAINTN-' 
khAINEESJu-IN ThY; 30J INCOMEF rA DIVISI. CvTE? H~L 

-?ROVIDE, MORE D*TAILErD IN. 'OkMAION ON 1Ov THE PLANNED INCbAF,Il
^
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1'AX 	 .10DERNIZhTION WILL. IIPACT ON D'1FFRFNPf INC'OMP .hDUP--: 
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-4 /NF!T; 1" - T; . TO TH,! 'KTFN I T IL F, r4 1s AN A £ILf .3fl'r FFA 	 1" 

SHOULD IU'lCAD'. YH V 'YP'-:3 O'' I31 AR TrXCt.4 IEL) ?R)i-1
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UNITED STATES GOVERNMENT 70
 

DAY. June 25, 1981 
 memorandum 
Zrm, Lois Richards, A/DIR
 

-,usiCI Senior Review Committee Meeting 
- Income Tax Assistance PP
 

TO, The Files
 

REF: Issues Memo, 6/14/81
 

The Senior Review Committee reviewed the draft PP June 
16.

Decisions and recommendations of 
the Committee are summarized
 
below, keyed to the issues set
as forth in the referenced
 
memorandum:
 

1. The Committee agreed to revise the 
covenant in Section 5.2

of the draft Agreement on 
a-sessment and to incorporate a review
 
of status of compliance wita the revised 
covenant in the first

evaluation described in 
the PP's evaluation plan. The revised
 
covenant states, 
"Grantee covenants 
that it will within 180

days of the signing of this Agreement advise USAID of planned

changes in implementing sections of 
the Income Tax Law which

have not yet been implemented, including assessment and enforce
ment."
 

2. It was agreed that the implementation schedule is tight,

especially in 
the early stages due to the PP's assumption

about prompt satisfaction of CP's. 
 This assumption reflects
 
IRS' strong desire to participate in the project, IRS's 
identi
fication already of the two long-term advisors, 
the GOJ's
 
desire to follow up quickly on the short-term TDY's, and the

GOJ's investment 
so far in raising tax collections. It was
 
agreed to leave the implementation plan basically as 
is but to

revise the 
terminal date for satisfaction of initial CP's 
to

within 30 days of signing the Agreement rather than 90. 
 Also,

it 
was agreed that during negotiation of the Agreement USAID

would stress to the Department of Income Tax this short time
 
period and determine if it felt actions could be 
taken to meet
the date. Note: Adoption of this procedure also has implica
tions for USAID actions, such as the
issuance of first implemen
tation letter at the 
time the Agreement is signed.
 

3. Senior Review Committee members noted that 
the Agreement

does include 
a CP on the GOJ central training program; it was
 
recommended that the 
draft CP be modified to incorporate a

requirement for a signed contract or 
other agreement with the
 agency designated to become the 
training center should the
 
function be placed outside the Income Tax Department. It was

also agreed to initiate the Department's in-house training
 
program first. The consensus 
of the group was to utilize,
 

Buy U.S. Savings Bonds Regularly on the Payroll Savings Pldn OfON^LORMNO.,1 

(ncV, 7-76)
QGA FPMR (41CFR) O1-114 
5010-11Z 
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to the degree time and circumstances permit, inputs from the

IRS advisors to developing the "external" 
training center

but that primary responsibility for initiating this project

component would fall 
on the Project Officer and other USAID
staff, i.e. Education. Finally, 
the Committee recommended re
vising the PP, including the "log frame," 1) to 
quantify the

number of trainees, 2) to 
include needed source/origfn waivers

for conmodity procurement of training materials in Arabic,

etc.) in the summary section, and 3) to summarize the social

analysis in the body of the PP and" make the 
entire analysis
 
a PP annex.
 

4. The Committee agreed that 
the NEAC cable items had been
 
adequately addressed. Note: At least one week prior to PP

approval the USAID must 
advise AID/W by cable 
how the PP addresses the cable's three "loose ends" 
and also query the status
 
of the Congressional Notification and 
request an allotment of
 
funds.
 

5. Regarding staffing of 
the Income Tax Department, two

revisions were recommended for Section 4.1 (CP's) in 
the draft
 
Agreement: 1) 
 Delete Section 4.1(d) which duplicates Section

3.2(a), and 2) combine Sections 4.1(c) and 4.1 (P) into a new

Section 4.1(c) which will also require the Department to
 
provide USAID an organization chart 
showing the positions filled
with whom the US advisors would work, a statement of the
 
Department's plans for 
filling the vacancies, and a statement
 
of the names of the three GOJ counterparts for the two IRS

advisors. 
 Finally, the first paragraph of the Agreement should

specify the 
Income Tax Department as the GOJ implementing

agency @nd state that the 
Department 
is part of the Ministry

of'Finance.
 

6. It was agreed to delete 
the second of the two AID evaluations
 
to move the third one ahead to
and six months after departure


of the long-term advisors. 
 These two AID reviews with the

quarterly IRS monitoring should suffice to 
meet the NEAC require
ment for sufficient and timely evaluations. Should USAID
 
perceive 
a need during project implementation for additional
 
evaluation work, 
the Mission will schedule a special review in
 
its annual evaluation plans.
 

7. The Committee agreed to keep the 
Project Officer responsi
bilities with the Controller for the 
time being with support
for the GOJ training center component 
to come from OTP. Should
 
the workload become excessive for the Controller, another Project

Officer can named that
be at time.
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8. The Committee found no problems with the project purpose

as revised per the ref. 
 However, considerable discussion
 
occurred on the program/sector goal statement in the 
"log
frame". The questions posed involved whether the 
project

contributes principally to 
the USAID's goals of improving

GOJ administrative capabilities, increasing generation of

domestic revenues or 
both, whether USAID assistance would/

should seek to 
operate within existing GOJ tax law or to

modify that law, 
and whether there was a real prospect of the
 
project's interjecting USAID into Jordanian policy making.

It was noted that both goal components would benefit from

the project. The emphasis on administrative change directly

reflects the Department of 
Income Tax stated desires. While

the IRS does not want to become involved in policy making,

the USAID should 
not foreclose policy assistance if the GOJ
should request it. Government's decision to increase domestic
 
revenues, including those 
from income taxes, is stated in the

1.976-80 and 1981-85 Development Plans and is 
evident in
 
recent 
actions undertaken by the Department. The Committee
 
found that the PP contained no implirations about changing

GOJ tax legislation per se. 
 It was agreed to leave the goal
 
statement unchanged.
 

Clearance
 
CONT:DSheldon (draft)
 
CD:TPearson (draft)
 
OTP:JTurman (draft)
 
PRG:DLeaty (draft)
 
DIR:ECHarrell (draft)
 

cc: CONT
 
CD
 
OTP
 
PRG
 
DIR
 

LRichards:mv
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Th1[A#slF [rEl 	 OUTGO ING 
Dejlartment of State TELEGRAM
 

PAGE at STATE 92127t 	 219074 AISIGI STATE O1t9i)23574DSl 

ORIGIN AID-] LOOKING At THE riD, THE PRC INVITES SUlMARY ASSESSMINTS
 

..................... ............................................. HtERESO THAT DOCUMENT WILL NOT APPEAR IN 100 AMEIGUOS A
 

ORIGIN OFFICE METC-4 	 FRAMEUOR.SPECIFICALLY, INlADDITION 10 IFOaR4110,s Li-
INFO 	NEPO-04 rEDP-92 CN6-0I NEJIL-0 PPCE-01 POPR-O PPPB-O3. SOLVING THE AOVEI ISSUES, THE PRC IS EOUESIING: Al AS
 

GC-BI PPEA-O1 CCFL-0I GCliE-Oi PPIA-02 IOCA-O1 F1-o2 PERAEFTEL WI PARA 5i A PREL IMINARY LOGFRMiE ANDIHE
 

AAOS-0I OSTDO-2 CHI-O1 1S.-Al YAASOL TISY-OS /039 A4 705 OUTLIN[ OF AN APPROXIMAIELY FUNDED EVALUATIO.4 PilN; AND
 
.. .............................................................. (3) IN CONIECTION WITH PARA 2 ABOVEA SRIEF A;ILYSS OF
 

INFO 	CCT-Al 1035 A IHE PRESENTLY LEGISLATED INCOME SCALE IRlTAX A."ESSING 
EXTENT TO VlCI I1 DEMONSTRAiES A GOJ ORIENIATICH TO-

DRAFTED 91 AID/iJTEC/SPRO:JOHN L!YIS:SNC 	 WARDSAN EQUITADLE DISTRIBUTIN CF THE TAX BURDEN WITIN 
APPROVED BY AID/3E/TECH:LEWIS P. READ! 	 IRE SOCIETY ATLARGE. 
AID/fIE/JLS/J: C ,IS tMARISEY 
AID/PD/SJL:A,.R!A 1,ONXilOFT) 	 4. IN THEISSUES PAPER, IN ADDITION TOTHE ABOV, THE 

AIDICP/PR:SID. .Y CM!RIMEKOFF PRC VILL RELATE THE PIO TO THE LESSOCNS LEARNED FRCM AID
 
AIO/E/GC:IEO C.RTER CORAFT) SUPPORTED TAX PROJECTS IN THE liEANO ELSEWHERE.
 

•AIDIDS/RAD:fER0lIN 	 SCOVILLE lOFT)
 
IRS/TXTAAIS:J IMVATSn (DRAFT) THEHIEAC MEETING ONTHIS PIP UNTIL
S. HASDELAYED 
DESIRED DITRI |JTICA
 
ORIGIN NEIC INFO CM I Cl I HEOP REPO HEJL PPIA PPEA PPCE PCPR PPPE USAID CANPROVIDE ABOVE. INFORMATION. PE/SJL
RECUESTED 

CC GCFL GNE IOCA FM AAS DSRD ESTAAS TRSY 311-00 EID WILL BECONTACTING SHELDON FROM HERESOTHAT HE AND
 

- ---------- 327739 /34 (IRS) WORK 3
050621Z OSBURN CANBkGI1I OHPARA BEQUEST ABOVE
 
P R 0I3Z FED It ASAP. HAlO
 

F1ISECSTATE VASH C
 
TO AhJrJASSY AP..AN PRIORITY 

UNCLAS STATE 023827 	 Lt 4_ 

Al DAC 

- .. 1206S: N/A 

TACS: 

SUBJECT: PAC REVIEW OFINCOME TAX ASSISTANCE 271-0247 PIP 

RIF: 	 A)AMZIAN 1) STATE1I215352 OF APRIL 73 

1. THEPAC MET 1/29/111 OVER SUIJ!CT PI0 ANDRAISED THE O r,' ,lL/,1-1P 
iOLLOVING TWO DEI1N ISSUES: A) IHE ASENCE OF AN VALU/A
1IOl1PLAN Og LOGFRAil OUTLINE THROUGM EDP STATUSTHICH 
COULD I! r.EASURID WILL HRIPER: THE VERIFICATIO, OFTHE
 
flO'S CLAIMS FOR EQUITY ANDFINANCIAL INDEPENDENCE OUTPUTS
 
OF THE PROJECT; THE OETERII1ATION OFTHEDIFFERENTIAL 1IM-

PACT Of THEPROJECT O. OIFFERENT.SOCIO ECONOMIC GROUPS;
 
AND The IEINTIFICATCN OFAS YET UNRECOGNIZED OROVERLOOKED
 
CATEGORIES OF POTENTIAL TAXPAYERS AND OF THE TYPES OFTAX
 
PROCEDURES THAI COULO'RING THEM EQUITABLY ONTOTHEROLLS.
 
WHATSOT CFASSURANCES FROM C03 D00EUSAID EXPECT, AND IN
 
WHAT F"I DOES IT EXPECT THEM (COVENANTS. CONDITIONS 	 .AW' i ' p MES!..i'A 

RECEDENT)o THAT LOP TRAINEES WILL RECEIVE ORGANIZATIOIAL L, 
AND CARll IM03CiSNTS TOREMAIN WITH THE PROJECT AFTER V 
TRAINING? SHOULD TH[ GOJ ALSO 1!ASKED TO PURSUE SOME " " 
ADMINISTRATIVE REFORM SHOULD BE MADE CON-ANDO PlP APROVAL 

DITIONAL ONUSAID VERIFICATIOX OFTHESE CHANGES? IS THE
 
PIP'Sl PRCPOSttraTRATEGYGF Slr.PI.Y TRAININIG SURPLUS ADP
 
SPECIALISTS LIKELY TOBEEFFcCTIVE? SHOULD THIS PROJECT 
 FEB 7 i981 
IVEN BE TRAIING'GOJ EnP illEES FROMOUTSIDE THEINCOME 01,10011 

- TAX DIP??IS11I A A9111, SE,U ES  II10,, 

2. THEFOLLOWING POLICY ISSUE ALSO SURFACED IN COIIIIEC-
TIl, W17N THE ABOVE DESIGN CONCERNS: HAVE GOJ LEGISLA

7IVE ANDPOLICY CHAK&ES IN THE TAX AREA BIN LEADIIIG IN
 
THEDIRECTION OF 11C1EEQUITABLE DISTRIBUTIONI OF THE TAX
 
IIIROEMNCA WILL IMPLMEIIINTATION OFCURRENT LIGISLATIVE
 
TRENOS INAOUGS IhE PROPOED PROJECT EXACERBATE CLASS
 
DIFFEIECES IllTHENATIO?
 

3. 1IlE PC REALIZES THATSOIE Of THIS ANALYSIS APPEARS
 
I THEIRS/TOY REPOITS, BUT AS THEIlAC WILL ORLI e
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A 

VZ(,ZCAMI * 
00 PUHC
 
rF Rty.gtp #Ir.q/g 1 V4 ,

ZNP UUUUU ZZP CLA'S: UNCLASSIFIED
 

CHLGS.: ALL 2/IFs0 12i48Z FF PRI ZFT-4 

APPV: DI: .CiiARELLFM AMFMBASSY AMMAN 


m 
 • ?FPM:GISiAC:RRiTO SrCSTAP'F WASHDC I,'MV .TATF2(07.1.F 

CL~AP1. CON'P:FCIZA ' -
PT A.I, . AF:"., P JTUi.M AU NC L S AMMAN P ie9S 

AIDAC
 

F.C. 120f5: N/A

SUJECT: PRC BRVIrW OF 
INCOMF TAX ASSISTANC
17E-£247 PI]P. 

PFFS: A) STATE 29P27, F) 70 3TAT r 10121m 

1. MISSION APPPFCIATES EING k.DV.SFr OF PIL 13SUF.;

PAISED DURIN, PPC P-VIEW (REF A).
 

2. MISSION COMMENTS ON ISSUVS CONmAINFD IN RvF A PAIA E: 

A. 
 LCG )PAME OUTLINE, SVCTIONS 1A AND C O SU]JFCT PID 
SPYCIF! PROJECT PURPOSF QUOTE TO IMPPOVF COLLECTION
 
CF INCOMF TA.XES UNQUCTF AND COAL OUOTF TO PAIPiF DOMPSTIC
 
PrVrNl'IS JNTfUOTF. SECTIONJ IC IS PATIFB SPf'..IC ACUT!NPUTS AT TFIS STAGE 0- TE PP.OJFCT PvFDAPATION PPOCFSS.
 
TU- rXPr"cTE: OUTPUTS 
 CA BT! DEDUC !T FROM T'F. IRS RFPOPTS
 
AND PID. I S-OULfl 1v PFLATIVFLY SIMPLr FnP - CJEpCi

OFFICER, .OUCLAS S 7LDON, IN CON30LTITIONI 'IT: IRS
 
CFFICIAL FAMILIA r' 
'iITH THIS PROJFCT TO COMPt.TE DPAFT
 
LOG FRAM v SUfFICIeNTLY C'MPL-"T 
 . p PIP "F'IF'" PPOSFS 
(PAPA !zPFF A). TFE ISSUES Apr CT,-A.'LY DFE,,TNFATvD IN' 
'rur PID SUBMITD TO dAS!'INGTON. S!,rLDO,! CAN T ?EA,.Fr
AT THP TOLLOWI.NG AtDF7 S: MR. .OIjfIAS L. ,DON,
Eel EIST AVFNUF, N., ST. ?ET PSBkG, IIA. , H.,r
TEIFPHONF (E13) c2-6-435E. 

F. rVALUATION PLAN, WF TENTATTVLY PROPO3F TPPF EVAL-

UATIONS FOp 
Tr TWO-YEAR PROJECT. T FIPST %,!ILLB.
 
IN-FOUSE SIX MONTFS .FTEP THE PROJFCT ACRTrMrY,'? I"
 
SIGNED. TFIS WILL FOCUS ON: I" POGFFSS OF COJ IN!
 
PIPING OUALIFIFE 
STATF AND SrTTINC. OF TFF RFOUI'IF'
 
TRAININ, PPOGAMS, 2) HOW WELL T u v ADP F'UT IPfE'NJT ALRFDY 
INSTALLFD rY TPF INCOME TAX DIEPAP.Tr1EN. IS O?;1'kTING, ANtDq) pFVIEW OF vrOGFSS TOWARDS A"DPVSSINC PPIOPTTIFS ECD 
NFXT IA wONTFS OF PPOJFTT. MIS3ION' I' >A1P'ICULA LY 
UNCLASSIFIED 

INTFPFSTED IN rXTFNT TO WFICH INrCMT TAY DrPATI.i.,N"
PFOPLE AT ALL LTVFLS U:!II rSTAN7 .H-rTPr PPcJFC' IS 
TArING THEM, WHAT HAS TO ?E DCNF IY WFAT TIMF Fr'M7 
AND FX'"FNT TO WFICH T1,:IS APPPOACY IS SUPPOPTrD Ty
SENIOR COJ OFFICIALS. TF F SECOND 'VI. L2'ATION 'TILL RFVIP'.,
PPOGRESS TOWARD Ar.'IEVING PROJ'CT PUFOSE ANr 
 IOAL
.N" 
EXTENT TO WHICH INCCMF '"AX DFPA.TM NT HAS DFVTLOPVD
 
CAPAPILITT TO CARPY ON FFFCRn 'JFJ PFO,JFrT IS COrPLFTrD. 

A 1INCTLASSIFI7'D 

http:TOLLOWI.NG
http:COMPt.TE
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MISSION MAT INVIT. SFNIOD 
IRS CFITCIAL WITR .YPFI NCI

IN OT.PR COUNTPI.S TO PAPTICIPA r
 . IN T31S rVAL'ATIO4.
 
FINALLY, WE WOUlD PPOPOq !INA! 
FVALBTTON 	SIX TO T;,rI,JF
"ONTFS AFTER PPOJFCT TFRMINATFS TO FEVIItW HOW 'F.LL
IXCOMF TAX IP!PARTMFNT IS IMPLE'.F.'TINf, AN7 MANAr tIN tFW

PROCETrURFS DrVFLOPFD IN TTE PP.OJ'CT. WF 
 WOULT'P Dr'CT

IRS TFAM LEADrP TO PARTICIPAT]F IN TF.IS YVAL.I,TION.
 

C. INCOMF 	TAX SCALE, CH.PTEP VIII, ARTICL. 24 OF TTIF
INCOMF TAT 	LAW NO. 25 OF AS
1964 AMPNDED PY PPOVIBICNPL 
LAW NO. 13 	OF 
1975 STATES THAT THF FOLLOWING PPOGPF3S!vF
TAX PATES APE APPLIED TO TAXABLE INCOM. OF INDIVIDUALS:'
 

ON EV'PY DINAR OF THE FIRST 400 DINARS t0 FILS
 
NEXT 
 400 

7 " 

. *5 	 1,F ,, 

1t "2,0 


4'0 2F¢, 
0. to s . 6 It 4 0 0 
 0
 .53 


1200 350
 

to to I. I. 

2000 450 -I 

ON FV.RY DINAR OF THr REMAINT)P t 110 

IN ADDITION TC THE ABOVE A 1.3 PEPCVNT SOCIAL SFRVICFS
SURCBARGF TAX IS LFVIEr. ANNUAL AMOUNT OF NCN-TAXAILF 
INCOME FOR A IAMILY IS JD 500. NOTE THAT THIS is
APPPOXIMATELT FOUAL TO T , ANNIAI, INCOME OF TFO3F CCN-
UNC LASS I FIED 

SIDFPED TO POORFST OFFT TF 	 TJ-'E POOR IN JORDAN, WHC,
TH]PFFOPF, 	 ART FXCUDED FROM T,(ATION OF INC;ME. A 

UNCLASSTFIF 
 At"MAN 1296 

B AVAILABLE DOCUMENT 
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FIXED PFRCFNT IS Co [IJCTJrj }1'0 '" "i XAI.. 'T'..prA) '>
 
EACP COMPANY IN THF FOLLO.4I jq MANFl':
 

1. INDUSTRIAL COMPANIFS 38.5 PFPCFNT 01 TFHF TAXPLF 
INCOM..
 
2. BANKS, 
INSURANCE COMPANIE3 AND FINANCIAL COPPORATIONS
 
45 PERCrNT.
 

.OTHERS 
 49 PERCf ''T.
 

THY A OVE SCALE CLFARLT 3HOWS T7AT THF LAW TS 
PROGRESSIVE

AND PROVIDES FOR AN 
FOUITAPLF DISTRIBUTION OF THE TAX
 
?URDEN AMONG TPF VARIOUS INCOME ,pOUPS. HOWTVR, CURRFNT
 
TAX ArMINISTPATION PFSULTS 
IN INFOUITIrS. A G EATERPPCPCFTTON OF INCOME TAXVS 
IS COLL7CTED FROM LOW-INCOME
 
PEOPIF, MAINLY GOJ 
FMPLOYEES AND SOMF BUSINFSS FMPLOYEES,

BECAUSE THEI INCCMr IS FNOWN AND 
IT IS ADMINISTPATIVELY
 
rASIrP TO DEDUCT TAX7S 
FROM THEIR S LARIS MONTHLY.
 
INCOME OF -USIN7SS OWNERS IS VEPY DIFFICULT mn ASSESS
 
WITHOUT HAVING GOOD TAX PECOPDS AND TDAINFD TAX PERSONNEL.
 
PRFSFNT SYSTFM PUTS ]?URDEN ON INPOMF TAX DPPARTMrNT TO
MArE ASSYSSMYNTS, NOT INPIVIDUAL OR FI.M. ACCOl,)INGLY,
I?'PPOVED A.MINISTR5TION AND iELL T AINrT) PY'.'3,OJNFL WILL
FNSURF A WIPFp rNFOPCME*I'T OF THY LAW. MOP'iFT., BFITTEp
PFCOPDS, AND INSPITUTION OF 3'rLF ASSFSSMFNT IPORTANT TO
 
MORE FOUITAELF IMPLFMrNTATION OF F,ISmING PROG.RrSSIVP

IAW. FYI, PA-A. 2 .RF A IM?LI"3 CLAS^3 VF'FNCFS"
 
t'AY D? It'POVTANT PPOFLEM IN JO:DAN. 
 USAID Vl"LIVVFS CTFFP 
-IIFEPENCYS MAY RE 'ORF iMPORTANT T',.*N CLASS. FIE FYI. 

CU.RrNT PROPOSAL FOR tMFNVDING TAY LAW INVOLVES APPLYINP
 
PENALTIFS FOR NON-COMPLIANCE (PAG, 4 PLRA 
 (-) OF PID),
AND INTROPUCrS SrLF-ASSFSSMFNT CON1?PT. 
 THrST CHANIFS 
SUPPORT EQUITY AND INCREASED COLLF.CTIO';' OF T.'*Fs.

D. TRAINING. 
 BOTH USAID AND TTE INCOMF TAX D'PAPTMNT
 
PECOGNI.ZES TP_ CUPRENT DIFFICULTI'S RrLATIVr TO RETrN-

TICN OF ADP PFRSONNEL. ARTICLF C.t OF THF 
PITn Dr'3CRIByS

TPE PppOpLrM ANT) THr WAY TO OVECOM' IT. 
 IT PPOVID7S

f1OR UPGPADING AN EXISTING IN-COUNTRY '.rP TRAINING PROGRAM
 
SO AS TO PENvFIT TAT DEPARTMENT STAFF. THAT OTFr'R OOJ
 
COMPUTFP STAFF MAY ALSO 7rNEFI m
 , SUCH AS T.OSE Am NRA

WHICH USAID ASSISTING IN GROUNrWATFP RFSOURCFS POJECT,

WHICH IN7LUDS v'ELP IN DrVELOPING Ar.? SYSTFM. Mr.K'S OOr
E
SENSF AND INCREASES THE RETURN TO AID P!?OGPJ.l FROr.
PROJECT FUNDS. 
 THIS FAR DIFFEPN M FROM AID/Y SUGCVTSTION 
UNCLASSIFIED 

THAT USAID WILL BE PROVIDING TRAINING FOP CTIrR "OJ 
(NON-TAY) STAFF. WF FXPECT TO PRO:IrF LIMIr'E TA TO 
STAFF OF AN FXISTING ADP TPAINItG PPO-A' A'TD TO ENiURF
 

m
 

TRAItIING 

TAX DrPAPTMENtT CAN FAVV FULL ANn CONN IIJ'JIN, ACCFSS :".)


PEYOND LIFv OF PROJTECT. [NFVIT'BLY IN ,OTDAN
TFER WILL r TUPN-OVER It: GOJ COMPUTFD STAFF FO? TAX
DEPARTMENT AND OTHFRS, tND WE ARF PR!TDENTLY TYI NC TO
ENSURE AVAILABILITY OF SUFFICI'NT STAFF TO 
",rP DFPART;Ee!!T
OPERATING SMOOTHLY. FYI, COfoPUTrR FIELD IS Ox'' .4"ETFTS.ILLS SHORTAGE EXISTS, AND OVEP-TPAINING," P(OVmE
CURRENTLY E.ISTING PERSONNEL Nr;:DS 
 IS NOT ONLY Tli' 
"NORM" FFE, BUT IN T": U.S. AND IN Oi'F I'" Z."TOJ.:O 

UNCLASSIFITD 
 ANMAN t 9C',2/Z 

http:FOLLO.4I
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UNCLASSIFIFD 
 AMMAJ I9C 2./3 

USAID FXPFCTS TO TISCUSS OT!!Rn MVAN , TlAN !7'!IJr UNDVP
CIVIL SFVICE FOP TAX STAFF DUPIN 
 PP DYSIGN, I.E.
 
CONTRACT FIRIN,. ADOPTION OF THIS mODi) 
 MAY P'.CiJIPE.APPROVAL OF COUNCIL OF 1INISTEPS. TAX PFPAPTWVNT SrEM
 
WILLING-TO CONSIDFP CONTQACT F!IRINR ND DEPFNIDING ON
PROGPFSS USAID MAY RPFAT MAY lOT INCLU..' TPIS AS
 
CP COVENANT.
 

F. AT THIS 
POINT Vv DO NOT KNOW 'WIHfT9FR .lPMTNIBTRATTVv
P EFOPM IS REQJIPFD OF VHAT OPTIONS iMAKF SrNS-- TO EFP
OUALIFIEr PEOPLE. Wr HAVE CONSI!TVNTLY IN3ISTFID TH7PROJECT CAN'T GO FOPYADD UNTIL ADP EOUIPrM'.N? INS mALL'D

AND AT LEAST ThREE CUALI!IFD ADP PFOPL , ON- OAID. IT
WAS ONLY AFTER It4COMF TAX DEPARTMFNT !A7T T7TSE CONDI-

TIONS TFAT WE PREPARED THE PID. 
 IF THYRF IS ANY REASON

To DOUPT WHPTHFP THIS REQUIPREMNT WILL P7 MYT BW'FOPF
AGRFEMENT IS SIGNED, WE WILL ADD CP FOR INITIAL DIS-
PURS7MENT TO THIS EYFFCT. 
 Wv dILL TNCOPPOPA7rE ACOVENANT ON STAFIHNC. IN ADDITION, AS MNTIONrD ABOVF,WF iILL OVEPTRAIN, '47 VILL URr-" r'OJ TO S7L7CT PEOLp
THAT WILL LIKELY STAY IN TFE INCOMP TAX DFPAPTM.,!ENl
SOME TIME, F.r., WOMEN, FPESENT EMPLOYFFS WI"- SOMFSYRVIC? TIMF TOWARD PrTIRvMENT, AND f' m PHASlZF 'T
 
IMPOPTANCF OF SELECTING A DYNAMIC, ;.F!L-UJALTFIvD ChIEF 
FOR rFF ADP DIVISION. 

7. WF HOPE'TFIS PLUS S'.:LDCN ONF-DAY TDY/':,AS'!NcTON '%ILL 
CLARIF!T CUP TINKING S!F-ICI-7NT FOP Nr C T:vr!Fwd :INLDEtYGATION OF AUT::OPITY. TO .X=DrIr'F MATTFPS, WEF SUGcrESTS7FLDON "AND CAPPY, OP AT/ CABLE, )AT m LO' iFAI'27
PREPAPED PT SHELDON AND WA'r WILL 'OMMENT EFO'* NEAC ?F'.'IV.
DIRECTOR HA]RrLL WILLING TO 31T Ik' ON NEAC vJVIFW IF IT 

UNCLAISTFIFD AMMAN iVC 2/3 

BESAAJ~r, DCUM~V
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IS SCPEPULFP AFTEF "P.P . IN VVP~Tih I'! jr.; po.),q I.A1 
DF'PtTT T)IR-7CTOR MIGRT A'TrND P!'VIF~W IF IT S(' 'EhijTPrT) 
DUPING WYF'r MAPCP 16-20. 
"NCLASSIFIED 

4. USAID TNrEPSTA.NPS IqFIDnN TO RHFT"PN AM?'AN FPOM FOM7 
LEAVE 0/A YFPUART 17. TH.FFC"r', ijprrT AID/'I CONTACT 
P It IMMEDIATFLY. ZjWEIFrL 

TJNCLASSIVFI'D AMMAN 1(.96 / 
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ANNEX D
 

PROJECT CHECKLIST
 

FY 1981
 

Listed below are statutory criteria applicable generally to Drojects
 
with ?AA funds and project criteria applicable to individual funding
 
sources: Development Assistance (with subcategory for criteria
 
applicable only to loans); and Economic Support Fund. 

CROSS REFERENCES: IS COUNTRY CHECKLIST UP TO DATE" 
HAS STANDARD ITFUI CHECKLIST BEEN 
REVIEWED FOR THIS PROJECT? 

Yes 

Yes 

A. 	GENERAL CRITERIA FOR PROJECT
 

1. 	Continuing Resolution Unnumbered; FAA Sec. 634A; Sec. 653(b)
 

(a) Describe how authorizing and appropriations Committees
 
of Senate and House have been or will be notified concerning
 
the project; (b) is assistance within (Operational Year
 
Budget) country or international organization allocation
 
reported to Congress (or not more than $1 million over that
 
figure) ? 

(a) Congressional notification has been submitted.
 

(b)Yes
 

2. 	FAA Sec. 611(a) (1). Prior to obligation in exc'ss of
 
$100,000, will there be (a) engineering, financial other plans
 
necessary to carry out the assistance and (b) a reasonably
 
firm estimate of the post to the U.S. of the assistance?
 

(a) Yes. Firm financial plans have been included in the Project
 
Paper.
 

(b) 	 Yes. 

3. 	 FAA Sec. 611(a) (2). If further legislative a:tion i:; required 
within recipient country, what is basis for reasonable expecta
tion that such action will be completed in time to permit
 
orderly accomplishment of purpose of the assistance?
 

None required.
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4. 	FAA Sec. 611(b); Continuing Resolution Sec. 501. If for water
 
or water-related land resource construction, has project met
 
the standards and criteria as 
set forth in the Principles and
 
Standards for Planning Water and Related Lnnd Resources, dated
 
October 25, 1973?
 

Not 	applicable
 

5. 	FAA Sec. 611(e). If project is capital assistance (e.g.,
 
construction), and all U.S. assistance for it will exceed
 
$1 million, has Mission Director certified and Regional As
sistant Administrator taken into consideration the country's
 
capability effectively to maintain and utilize the project?
 

Not 	applicable.
 

6. 
FAA 	Sec. 209. Is project susceptible of' execution as part of
 
regional or multilateral project? 
 If so why is project not so
 
executed? Information and conclusion whether assistance will
 
encourage regional development programs.
 

Not 	applicable. Project is country-specific.
 

7. 	FAA Sec. 601(a). Information and conclusions whether
 
project will encourage efforts of the country to: (a)

increase the flow of international trade; (b) foster private
 
initiative and competition; and (c) encourage development

and use of cooperatives, and Credit unions, and savings loan
 
associations; (d) discourage monopolistic practices; (e)

improve technical efficiency of industry, agriculture and
 
commerce; and (f) strengthen free labor unions.
 

The project will be helpful to industry to the extent that trainees

in ADP and accounting technology leave government for the private

sector. 
 It will encourage commerce by achieving a more equitable
 
tax administration.
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8. 	FAA Sec. 601(b). Information and conclusion on how project
 
will encourage U.S. private trade and investment abroad and
 
encourage private U.S. participation in foreign assistance
 
programs (including use of private trade channels and the
 
services of U.S. private enterprise).
 

An abundant supply of ADP technicials will tend to facilitate the
 
expansion of the market for U.S.-built computer systems.
 

9. 	FAA Sec. 612(b), 636(h); Continuing Resolution See. 508.
 
Describe steps taken to assure that, to the maximum extent
 
possible, the country is contributing local currencies to
 
meet the cost of contractual and other services, and foreign
 
currencies owned by the U.S. are utilized in lieu of dollars.
 

The GOJ is contributing approximately 35 percent of the total project
 
costs, and 70 percent of the local currency costs. Local currency
 
expenditures financed by AID is limited to costs ancillary to AID
 
inputs.
 

10. 	 FAA Sec. 612(d). Does the U.S. own excess foreign currency
 
of the country and, if so, what arrangements have been made
 
for its release?
 

Jordan is not an excess currency country.
 

11. 	 FAA Sec. 601(e). Will the project utilize competitive selec
tion procedures for the awarding of contracts, except where
 
applicable procurement rules allow otherwise?
 

Yes.
 

12. 	 Continuing Resolution Sec, 522. If assistance is for the pro
duction of any commodity 'or export, is the commodity likely 
to be in surplus on world markets tt the time the resulting 
productive capacity becomes operativ-, -tnd is such ansitance 
likely to cause substantial injury to 'I.S. producers of' the 
same, similar or competing commodity? 

Not 	applicable.
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B. FUNDING CRITERIA FOR PROJECT
 

2. Project Criteria Solely for Economic Support Fund
 

a. FAA Sec. 531(a). Will this assistance promote economic or
 
political stability? To the extent possible, does it reflect
 
the policy directions of FAA'Section 102 ?
 

Increased domestic revenues will make the nation less susceptible
 
to the fluctuation in concessionary budget support.
 

b. FAA Sec. 531(c). Will assistance under this chapter be used
 
for military, or paramilitary activities?
 

No
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STANDARD ITEM CHECKLIST
 

Listed below are the statutory items which normally will be covered
 
routinely in those provisions of an assistance agreement dealing
 
with its implementation, or covered in the agreement by imposing
 
limits on certain uses of funds.
 

These items are arranged under the general heading of (A) Procurement,
 

(B) Construction, and (C) Other Restrictions.
 

A. Procurement 

1. 	FAA Sec. 602. Are there arrangements to permit U.S. small
 
business to participate equitably in the furnishing of
 
commodities and services financed?
 

Not 	applicable
 

2. 	FAA Sec. 604(a). Will all procurement be from the U.S.
 
except as otherwise determined by the President or under
 
delegation from him?
 

Yes
 

3. 	FAA Sec. 604(d). If the cooperating country discriminates
 
against U.S. marine insurance companies, will commodities
 
be insured in the United States against marine risk with a
 
company or companies authorized to do a marine insurance
 
business in the U.S.?
 

Not 	applicable
 

4. 	FAA Sec. 604(e); ISDCA of 1980 Sec. 705(a). If offshore
 
procurement of agricultural commo'dity or product is to be
 
financed, is there provision against such procurement when
 
the domestic price of such commodity is less than parity?
 
(Exception where commodity financed could not reasonably
 
procured in U.S.).
 

Not 	applicable
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5. 	FAA Sec. 603. Is the shipping excluded from compliance with
 
requirement in section 901(b) of the Merchant Marine Act of
 
1936, as amended, that at least 50 per centum of the gross
 
tonnage of commodities (computed separately for dry bulk
 
carriers, dry cargo liners, and tankers) financed shall be
 
transported on privately owned U.S.-flag comnercial vessels
 
to the extent that such vessels are available at fair arid
 
reasonable rates?
 

Not 	applicable
 

6. 	FAA Sec. 621. If technical assistance is financed, to the
 
fullest extent practicable will such assistance, goods and
 
professional and other services be furnished from private

enterprise on a contract basis? 
 If the facilities of other
 
Federal agencies will be utilized, are they particularly
 
suitable, not competitive with private enterprise, and mtide
 
available without undue interference with domestic programs?
 

Yes. Technical assistance will be furnished by IRS,
 
which is uniquely suitable to assist in national tax
 
administration.
 

7. 	International Air Transport. Fair Competitive Practices
 
Act, 1974. If air transportation of persons or property
 
is financed on grant basis, will provision be made that
 
U.S. carriers will be utilized to the extent such service
 
is available?
 

Yes.
 

8. 	Continuing Resolution Sec. 505. 
 If the U.S. Government is
 
a party to a contract for procurement, does the contract
 
contain a provision authorizing termination of such contract
 
for 	the convenience of the United States?
 

Not 	applicable
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B. Construction
 

1. 	FAA Sec. 601(d). If capital (e.g., construction) projedt,
 
are engineering and professional services of U.S. firms
 
and their affiliates to be used to the maximum extent
 
consistent with the national interests?
 

Not 	applicable.
 

2. 	FAA Sac. 611(c). If contracts for construction are to be
 
financed, will they be let on competitive basis to maximum
 
extent practicable?
 

Not 	applicable.
 

3. FAA Sec. 620(k). If for construction of productive enter
prise, will aggregate value of assistance to be furnished
 
by the U.S. not exceed $100 million?
 

Not 	applicable.
 

C. Other Restrictions
 

1. FAA Sec. 122(b). If development loan, is interest rate at
 
least 2% per annum during grace period and at least 3% per
 
annum thereafter?
 

Not 	applicable.
 

2. 	FAA Sec. 301(d). If fund is established solely by U.S.
 
contributions and administered by an international organiza
tions, does Comptroller General have audit rights?
 

Not 	applicable.
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3. 	FAA Sec. 620(h). Do arrangements exist to insure that United
 
States foreign aid is not used in a manner which, contrary to
 
the best interests of the United States, promotes or assists
 
the foreign aid projects or activities of the Communist-bloc
 
countries? 

Yes 

4. 	Continuing Resolution Sec. 514. If participants will be 
traiW(,:i in the United States with funds obligated in FY 1981, 
hasc it been determined either (a) that such participants will 
be selected otherwise than by heir hcme goverrinents, or
 
(b) that at least 20% will be for participants selected
 
otherwise than by their home governments?
 

It has been determined that agency-wide at least 20 percent of the
 
participants will be selected otherwise than by their home
 
governments.
 

5. 	'Willarrangements preclude use of financing:
 

a. 	FAA Sec. 104(f). To pay for performance of abortions
 
as a method of family planning or to, motivate or coerce
 
persons to practice abortions; to pay for performance of
 
involuntary sterilization as a method of family planning,
 
or to coerce or provide financial incentive to any person
 
to undergo sterilization?
 

Yes
 

b. 	FAA Sec. 620(g). To compensate owners for expropriated
 
nationalized property?
 

Yes
 

c. 	FAA Sec. 660. To provide training or advice or provide
 
any financial support for police, prisons, or other law
 
enforcement force3, except for narcotics programs?
 

Yes
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d. 	FAA Sec. 662. For CIA activities
 

Yes.
 

e. 	FAA Sec. 636(i). For purchase, sale, long-term lease,
 
exchange or guaranty of the sale of motor vehicles manu
factured outside U.S., unless a waiver is obtained.
 

Yes.
 

f. 	COntinuing Resolution Sec. 504. To pay pensions, annuities
 
retirement pay, or adjusted service compensation for military
 
personnel?
 

Yes.
 

g. 	Continuing Resolution Sec. 506. 
 To pay U.N. assessments,
 
arrearages or dues.
 

Yes.
 

h. 	Continuing Resolution Sec. 
507. To carry out provisions of
 
FAA Section 209(d) (Transfer of FAA funds to multilateral
 
organizations for lending). 

Yes.
 

i. 	 Continuing Resolution See. 509. To finance the export of
 
nuclear equipment fuel, or technology or to train foreign 
nationals in nuclear fields?
 

Yes.
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J. 	Continuing Resolution Sec. 510. Will assistance be provided
 
for the purpose of aiding the efforts of the government of
 
such country to repress the legitimate rights of the populations
 
of such country contrary to the Universal Declaration of
 
Human Rights?
 

Assistance for such purpose will be precluded.
 

k. 	Continuing Resolution Sec. 516. To be used for publicity or
 
propaganda purposes within U.S. not authorized by Congress?
 

Yes.
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PROJECT AUTHORIZATION
 

Name of Country : Hashemite Kingdom of Jordan
 
Name of Project : Income Tax Assistance
 
Number of Project: 278-0247
 

1. Pursuant to Section 532 of the Foreign Assistance Act of 1961,
 
as amended, I hereby authorize the Income Tax Assistance Project for
 
Jordan involving planned obligations of not to exceed $1,000,000 in
 
grant funds over a one-year period from the date of authorization,
 
subject to the availability of funds in accordance with the A.I.D.
 
OYB/allotment process, to help in financing foreign exchange and local
 
currency costs for the Project.
 

2. The Project consists of improving and modernizing the technical
 
capacity of the Department of Income Tax.
 

3. The Project Agreement which may be negotiated and executed by the
 
officer(s) to whom such authority is delegated in accordance with A.I.D.
 
regulations and Delegations of Authority shall be subject to the follow
ing essential terms and covenants and major conditions, together with
 
such other terms and conditions as A.I.D. may deem appropriate.
 

a. Source and Origin of Goods and Services
 

Goods and services, except for ocean shipping, financed by A.I.D.
 
under the Project shall have their source and origin in the United States
 
and the Cooperating Country, except as A.I.D. may otherwise agree in
 
writing. Ocean shipping financed by A.I.D. under the Project shall,
 
except as A.I.D. may otherwise agree in writing, be financed only on
 
flag vessels of the United States.
 

b. Conditions Precedent to Initial Disbursement
 

Prior to any disbursement, or to the issuance of any commitment
 
documents under the Project Agreement, the Cooperating Country shall
 
furnish, in addition to the standard legal opinion and specimer signa
ture(s), in form and substance satisfactory to A.I.D., (i) the names
 
and titles of the three counterparts selected to work with the U. S.
 
advisors, and (ii) an organization chart showing the positions with
 
whom the U.S. advisors will work, identifying the positions as filled
 
or unfilled, and indicating DIT's plans for filling vacant positions.
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c. Conditions Precedent to Disbursement for In-Country Training
 

Prior to any disbursement, or to the issuance of commitment
 
documents under the Project Agreement, for development of the central
 
in-country training program, the Cooperating Country shall furnish,
 
except as the Parties may otherwise agree in writing, in form and sub
stance satisfactory to A.I.D., (i) the name of the organization or
 
administrative entity in which such training function will be located,

(ii) the concurrence of the selected organization as evidenced by a
 
contract or other written form of agreement, (iii) assurances as to the
 
capacity of the selected entity to carry out such training, and (iv)
 
assurances as to the availability of such training to other organiza
tions of the Cooperating Country.
 

Lois Richards
 
Acting Director, USAID/Jordan
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1. Host Country Impact Project Plan 2. No. 

Program Obj. Project Yr. Pri.3. Description 

a. Program: 

b. Specific Objectlves: 

c. Project Title: 
d. Other: 

4. Date Assigned Assigned To otes Start 25% 50% 75% Completed 
Scheduled 

Actual 
5. Purpose and Scope 

6. Background, Special Feetures and/or Instructions and Suggestions 

7A. Outline of Project Actions Assigned Responsibilities and Target Dates 

76. Team and/or Host Country Resources Allocated To Project 

Form 6438 14-80) Department of the Treasury - Internal Revenue Service 
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S. 	 Host Coo4JWy Impact Project Plan, 9. No. 

and RecodK SProgram Obl. Project rpi .Pr 
10. Pmict Pvore Stimw (Ekodnarlon of DOMY1 & ProblemsAlso) 

OMz 	 ofEntry Brief Derlption of Progrs and Status 	 Prceant ofCompletion 

(Attach additional seer Ifn~cewry) 

11. 	 Results Obained From Completed Project. 

(Attachadditional show if netway) 

12. 	Follow-ups M ds After Compltion of Proect (Atach additional sheet if necauy) 
Date ByWhom Brief Resume of Oberations or Findlngs 

Form 6438 (4-80) Page 2 



Host Country 
Impact Planning and Program Report 

Anneal Work Plan For Year Progreas Report For Period Ended Page Number of 

Project Number Program Area: 
Scheduled 

Specific Objective Projects 
Start 

Target 

Dates 

Status 
Achlownwnu 

or 

) 
Date Start Finish Problems 

1bj(c) d1di) ()10 

Fo rm 6a 3 9 ( 4 -8 0 ) 
, - , - , 4Departrment of the Treasury - Internal Revenue Servic_ 
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Periodic Statistical Report For Period 

Monetay From 19 to 19 
MonetaryI Country Report dollar amounts in 

Thousar.-4 of U.S. dollars 

Previous Year Current Year Cumulative 
Functional Area 

and Item This Period Cumulative This Period Cumulative 
Percent 

Increase or 
(Decrease) 

Current Returns 
Returns Filed - Total 

* Taxable 

* Nontaxable 

Income and Profit 

Sales 

Property and Transfers 

Excise and Other 

Total Tax Revenue $$ $ 

Income and Profit $ $ $ S 
Sales $ $ S 
Property and Transfers S $ $ S 

Excise and Others 

Delinquent Returns 

Contacts Made 

No. of Returns Secured (Total) 

Income and Profit 

Sales 

Property and Transfers 

Excise and Others 
Amount of Tax and Penalty (Total S $ $ $ 

Income and Profit $ $ $ $ 
Sales $ $ $ 
Property and Transfers S $$ S 

Excise and Others $ S $S 
Delinquent Accounts 

Cases Closed 

Amount of Tax and Penalty (Total) $ $ $ S 

Income and Profit S $ S S 
Sales $ S $ $ 
Property and Transfers $ $ $s 

Excise and Others $ $ $ $ 

Examination 
No. of Returns Examined and Closed 

Income and Profit 

Sales 

Property and Transfers 

Excise and others 
Additional Tax and Penalty s $ 

Income and Profit S S $$ 

Sales $ $ $ 
Property and Transfers $$ $ S 
Excise and Others $ $ 

Appeals _ •_ 
Cases Received 

Cases Closed 

Inventory. Cases on Hand 

Amount of Tax J $ S 

Form 6441 (480) Department of the Treasury - Internal Revenue Service 
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UNITED STATES GOVERNMENT 

memorandum
 
OM3May 14, 1981 

REPLY TO.ATT'OF: 
NE/PD/PDS, Stephen F. Lintner, Bureau Environmental Coordinator,-!

.SUXUECT: JORDAN - Income Tax Assistance - Project Identification Document
 
T=-r247) - Environmental Clearance
 

Tot NE/TECH/SARD, John Lewis, Project Chairperson
 

I have reviewed the proposed project and concur with the recommendation
 

of the Mission that it be given a "Negative Determination" in compliance
 

with 	the requirements of 22 CFR 216, "A.I.D. Environmental Procedures".
 

cc: 	 GC/NE, M. Kleinjan
 
AID/Amman, R. Cline, Mission Environmental Officer
 
AID/Amman, G. Davidson, Regional Legal Advisor
 

OPTIONAL FORM HO.10
 
(RIEV. I-0) 
GSA PMR (41CP1R) 101-11.8 
m010-114 

*U.S./I Gewmnment IntRIiniOfficet il9 4341-88/619 
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ANNEX H 

SUMMARY OF PRIOR EXPERIENCE
 

AID and the IRS have had significant experience in tax assistance
 
projects and activities. IRS has implemented activities in 24 countries
 
over the past decade. Notable long-term projects involving data pro
cessing include efforts in Panama, Colombia, and Trinidad. The IRS
 
tax assistance projects have generally been considered successful and
 
appropriate developmental activities. Current tax assistance activities
 
are in process or planned for Egypt, Saudi Arabia, Liberia, Sierra Leone,
 
and Trinidad.
 

AID and the IRS have provided limited assistance to the GOJ Department
 
of Income Tax for several years. The following section details the scope
 
of this previous assistance.
 

1. Training
 

USAID has supported training for GOJ tax officials since 1963. There
 
have been three distinct sources of training used in different periods
 
of time:
 

1963-1965: 	 Training provided in various U.S. colleges, predominately
 
in Oklahoma
 

1966-1974: 	 Training at the University of Southern California
 
Institute for Tax Administration
 

1978-1980: 	 Training at IRS INTAX Seminars.
 

The table below reflects the current location of the participants in
 
each time/source training phase. The column head "P" indicates the
 
number of participants, and the column headed "M" indicates the total
 
number of months of training for all participants.
 

Training GOJ Income Tax Department 1963-1980
 

Present 
Position 

TOTALS 
P M 

Misc. Univ. 
P M 

U.S. C. 
P M 

IRS-INTAX 
P M 

a. In Income Tax Dept. 23 191 2 12 13 163 8 16 

b. In other Agencies 

c. In Private Sector 

8 

2 

60 

51 

3 

3 

31 

25 

5 

2 

29 

24 

0 

1 

0 

2 

d. Died(l), Retired(2) 3 20 1 3 2 17 0 0 

Total 
% retained in Dept. 
% retained in Govt. 

40 322 
57.5 
77.5 

9 71 
22.2 
55.5 

22 233 
59.0 
81.8 

9 
88.8 
88.8 

18 
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From this table, it appears that (a) none of the participants have
 
left Jordan, (b) only about 15 percent have left the governlent
 
service, and (c) there are 23 employees in the DIT who have received
 
training in the U.S. It can thus be concluded that whatever benefits
 
occur from training are not generally lost to the nation; the govern
ment service, or the DIT.
 

The latter observation, however, raises questions about the DIT's
 
responsiveness to training. It can be reasonably asked why a cadre
 
of 23 employees trained in the U.S. for an average of 8.1 months each
 
have not been able to develop a more efficient tax administration.
 
Several observations are significant in response to this.
 

a. 	The prior training at USC and other colleges has been long-term
 
lecture type courses, predominately theoretical, and not supple
mented by guidance on the application of theory. This project
 
focuses on training that is short term, uses participatory learn
ing methods, and is oriented toward practical application. In
 
addition, the project proposes to supplement the training with
 
on-site technical assistance in the application of theory to tax
 
administration problems.
 

b. 	The value of the pre-project training, however theoretical, is
 
probably reflected in the relative success of 
the 	TDY technical
 
assistance missions that have occurred since 1978 discussed in
 
the following section. Reports of the IRS advisors indicate that
 
the major effort has been devoted to implementation of procedures,
 
not explanation of concepts. Had a good theoretical base not
 
been present, it is likely that these advisory efforts would have
 
been much more difficult and considerably less successful.
 

c. 	The most significant observation is that none of the prior train
ing has been devoted to ADP methodology, which is a central focus
 
of the present project. Proper use of ADP technology has become
 
almost essential to effective tax administration in every country,
 
and it is difficult to imagine an efficient tax administration
 
that does not employ it in one form or another. Even the best
 
efforts of the trainees to improve tax administration without
 
ADP technology could not have been very successful.
 

In summary, the training previously received can only be considered
 
unsuccessful if it is not effectively applied and, as
-- is noted
 
in the Project Input Section, applied technology is the central focus
 
of both the training and technical components of this project.
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2. Technical Assistance
 

Beginning in August of 1978 and continuing through November of 1980,

approximately 20 staff months of TDY advisory assistance were pro
vided to 
the DIT by USAID/IRS, at a total cost of approximately

$215,000. Four staff months of technical assistance was initially

requested by GOJ early in 1978 for the purpose of designing a com
puter processing system for the DIT. 
To determine the feasibility

of this request, USAID arranged for Mr. William Newman (Assistant

Director, Tax Administration Advisory Services Division, IRS) 
to
 
visit the DIT from April 15 to April 17, 1978. His report identified
 
problems in various areas of tax administration and recommended a
 
general §urvey to develop a plan for overall improvement in lieu of
 
specific assistance in automatic data processing. The suggested

general survey was conducted by three IRS employees who were assigned
 
to the Department between July 18 and October 13, 
1978. This team
 
consisted of:
 

Marion F. Coburn, Generalist - 3 months
 
Octavio Carrasco, Audit - 3 months
 
Jimmie Osburn, Data Processing - 2 months
 

The survey team conducted a comprehensive anal,-sis of the DIT's pro
blems and needs, and developed an extensive number of specific pro
cedural and policy recommendations in many areas of tax administration.
 
The major recommendations of the survey are summarized in paragraphs

below. Four follow-up visits were made by USAID/IRS employees to
 
review progress on the recommendations, and to further assist in their
 
implementation: 

Feb 23 - Apr 21, 1979: Conrado Longoria, Generalist 
Jimmie Osburn, Data Processing 

Sep 12 - Nov 6, 1979: Conrado Longoria, Generalist 
Jimmie Osburn, Data Processing 

May 2 - May 31, 1980: Jimmie Osburn, Data Processing 
Ronald Savoca, Compliance 

Nov 7 to Nov 27, 1980: Jimmie Osburn, Data Processing 
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In addition, Mr. Douglas Ormerod (Director, Tax Administration
 
Advisory Services Division, IRS) visited Amman in September of 1979
 
to evaluate progress and potential for long-term technical assist
ance. His report recommended long-term assistance, supplemented by

short-term assistance and training in the United States by IRS for
 
employees of the DIT.
 

The recommendations made during these tours are too extensive and
 
too detailed to be enumerated here. 
 Complete documentation is avail
able in the USAID Mission files. The following are the most signi
ficant recommendations, and the current status of each:
 

GENERAL
 
Conversion to self-assessment 
 Partial implementation

Application of sanctions 
 Awaiting tax law changes

Tax law changes 
 Recommended to Min Fin
 
Organizational changes 
 Partial imp.'.;mentation
 

DATA PROCESSING
 
Long-range plan 
 Partial implementation

Recruitment of technicians 
 Partial implementation

Training of technicians 
 Partial implementation

Computer acquisition 
 Completed

Conversion of new computer 
 Partially converted
 

TAXPAYER ACCOUNTS SYSTEM
 
Accountability controls 
 Implemented

Data entry for computer processing Implemented

Data entry validation programs 
 Completed by IRS advisor
 
Taxpayer accounts programs 
 Completed by IRS advisor
 
Continued operation of system 
 Partially by DIT staff
 

AUDIT/ASSESSMENT
 
Group supervision of assessors 
 Implemented

Reduction of review steps 
 Not implemented

Productivity reports for assessor 
 Implemented
 
Use of taxpayer records 
 Implemented

Large case assessment priority Implemented

Improvement in assessment techniques 
 Partial implementation
 

MISCELLANEOUS
 
Control of withholding agents 
 Partial implementation

Automation of 3rd party information Not implemented

Compliance survey 
 One completed

Delinquent accounts reports via ADP 
 Completed by IRS advisor
 
Overdue accounts collection procedure 
 Partial implementation
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The major accomplishments during the period of technical assistance
 
have been in the following areas:
 

a. Taxpayer Accounts
 

Initially, account records for companies (the largest source of
 
tax revenue) were maintained by clerical and machine posting
 
methods. The 5-month backlog in posting accounts rendered the
 
results of little value for controlling collections, and the
 
lack of accountability controls permitted undetected errors and
 
possible dishonesty among employees.
 

These accounts are now processed by computer on a reasonably
 
current (within one month) basis. Controls have been established
 
to help detect errors and prevent dishonesty. The computer pro
grams for this were developed by the IRS advisor, however, because
 
the DIT still lacks the technical staff for developing and pro
gramming their own systems.
 

b. Withholding Control
 

Simple clerical procedures were designed for identifying employers
 
who did not withhold taxes from employees or remit taxes withheld
 
when due. Although these procedures have not been fully imple
mented, they have increased revenue from this source by about 30
 
percent, or JD 853,000 per year.
 

c. Enforcement Action
 

A special team has been assigned to sieze the records of large
 
companies which, when assessed, claimed to have no records. The
 
first 50 such cases yielded new assessments in the range of 10 to
 
20 times the amount of the original assessment.
 

d. Assessment Priorities
 

Initially, assessments were made in sequence without regard to the
 
potential revenue. Larger cases are now given priority, and
 
assessed every year instead of the 3-to-8-year delay previously
 
incurred. The effect of this action on increased revenue can not
 
be readily determined. Overall collections for 1979, however,
 
were 20 percent greater than 1978 -- producing an additional
 
JD 3,919,582 in tax revenue.
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e. Other Areas
 

Although the current law provides for self-assessment tax
 
returns, it is ineffective because there are no sanctions for
non-compliance. Revisions to 
the law to provide for'this, and
 
to correct other problems in the tax law, have been submitted

by the DIT to 
the Minister of Finance and are under consideration
 
at that level.
 

With some relatively minor exceptions, the DIT has responded 
to the

technical assistance program by implementing recommendations whenever

it had the legal authority and technical capability to do so. 
 It
 
can be rqasonably expected that increasing and institutionalizing

the DIT's 
technical capability would result in substantial additional

improvements. The improvements in the technical capacity of 
the DIT
have also been reflected, as anticipated, through increased revenues.

Largely as a result of the short-term technical assistance program,

income tax 
revenues have increased from JD 13,300,000 in 1977 to
JD 27,700,000 in 1980, an overall increase of 108 percent, or 28 per
cent per annum. As indicated in the table below, income tax revenues

discounted for inflation have increased at the rate of 15 percent per
 
annum.
 

Growth in Income Tax Revenues
 
(JD 000,000.0)
 

1975 1976 1977 1978 1979 1980 

Income Tax Collections 9.3 9.3 13.3 19.5 22.7 27.7 

% increase -0- 43% 47% 16% 22v 

Inflation Index
 
1975 = 100% 1/ 
 111.5% 127.7% 
 136.6% 156.0% 173.3%
 

Adjusted Collections 9.3 8.3 
 10.4 14.3 14.6 
 16.0
 

% Increase 
 (10.8%) 25.3% 37.5% 2.1% 9.6%
 

-!/Table 46, Central Bank Statistical Bulletin, January 1981
 



102
 

ANNEX I
 

ADMINISTRATIVE ANALYSIS
 

The implementing agency within the GOJ for the project is the Depart
ment of Income Tax (DIT), an independent department under the super
vision of the Minister of Finance. The DIT is responsible for all
 
activities related to the administration of income taxes. The chief
 
operating executive is the Director, who is nominated by the Minister
 
of Finance, and appointed by the Council of Ministers with the approval
 
of the King. The DIT has approximately 275 employees located in a
 
central office in Amman and in six field offices (Amman, Zarqa, Irbid,
 
Aqaba, Salt, and Kerak).
 

This analysis reviews the internal administrative capacity of the DIT
 
to carry out its assigned function. Specific elements of the analysis
 
include: (1) organization and structure, (2) work flow, (3) personnel
 
considerations, (4) managerial assessment, and (5) the outside adminis
trative environment.
 

1. Organization and Structure
 

The organization chart, Table 1, details the functional divisio'
 
within the DIT. Functions can generally be characterized as (a)
 
executive, including the Office of the Director, and inspection/
 
internal audit; (b) staff functions, including legal section, computer
 
section, accounting, administration, etc; and (c) line functions,
 
including assessments, collections, etc. The executive and staff
 
functions are generally located in the central office, line functions
 
in the field offices. The great bulk of activity is performed in the
 
Amman Central Office and Amman Field Office. The other field offices
 
appear to represent, to a degree, a convenience to the taxpayers in
 
obtaining tax clearances.
 

Table 1 is the organization chart supplied by the Director. The
 
chart could be redrafted to clarify a number of points. The follow
ing points are noted:
 

The "Joint tenancy" of the two Assistants to the Director has been
 
eliminated, since it appears that now there is only one Assistant.
 

The organization for the Zarqa and Irbid Offices means to indicate
 
that the substructure shown jointly under both offices is, in fact,
 
duplicated under each office. Similarly, this is what is intended
 
for the Government Employees Section and the Business Employees
 
Section. The field offices should reflect the additional offices
 
opened in Aqaba, Salt and Kerak. Although not indicated on this
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organization chart, the Computer Section is a separate staff function.
 
In the Collection Section, the unit entitled "Machines" is the tax
payer accounts unit -- machines being the methodology used to post
 
the accounts.
 

The Auditing Section is essentially a review section that reviews
 
cases prepared by assessors prior to approval of the assessment.
 
An additional review is also conducted by a branch of the Comptroller
 
General's office which, of course, is not shown on the chart since
 
it is not part of the DIT.
 

The Information Section is responsible for the receipt of information
 
to be processed for the use of the assessors. It has nothing to do
 
with Public Information Programs.
 

The Studies and Research 	Section is at the incipient stage of develop

ment 	within the bIT specifically devoted to project implementation.
 

2. Workflow
 

Information Section
 

Receives information documents such as the following and in the esti
mated quantities indicated:
 

Approximate Number of
 
Documents
 

a. 	Customs: Imports 160,000
 
Exports 50,000
 

b. 	Contracts (government and private with
 
government shareholder) 5,000
 

c. Private Contracts (from municipalities) 	 1,500
 

d. 	Refinery (annual submission of amounts of
 
commissions to distributors) 700
 

e. Land Sales (from Land Department) 	 8,000
 

225,200
 

Sorts by taxpayer and office and transmits to appropriate offices
 
(Amman-Zarqa-Irbid, etc.).
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Assessment Office
 

Information flows 
to Files Unit for addition of file number and
 
then to 
taxpayer's file for subsequent use of assessor in making

the assessment. 
 However, in practice, since Information Section

is unable to keep current (late submission of documents by submitting agencies plus understaffing), most information documenta
tion is prepared upon request of the assessor. Thus, in the

majority of cases, the documentation flows directly to 
the assessor
 
after the file number is placed on it.
 

Assessors
 

Assessor reviews documentation available as 
a principal basis for

making the assessment. 
 In addition, he may have available informant

letters and, on occasions, he may visit the premises of the business.
 
Another source is direct interview of the taxpayer and the request
ing of statements of information from the taxpayer. 
 Estimates are
 
frequently used in determining the final assessment proposed.
 

The returns have not been filed since those for the taxable year

1975. It is intended to reinstitute filing at some future date.

In the past, penalties for late or non-filing have generally not
 
been applied. 
 Also, tax returns have generally been so suspect as
 
to 
accuracy that they have been of little use in the assessment
 
process.
 

Assessment Review
 

Four levels of review are encountered for most 
cases (for business)
 
before the assessment is approved:
 

a. Assistant to 
the Head of the Amman Office
 

b. The Auditing Section
 

c. The Assistant to the Director
 

d. The Auditing Branch of the Comptroller General's Office.
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Assessment
 

a. 
After the reviews are completed, the cases are sent to the
 
Notices Section.
 

b. 
The 	Notices Section prepares notice to taxpayer in triplicate:
 

(1) To taxpayer
 

(2) To "Machines" (Taxpayer Accounts)
 

(3) To Collection
 

Appeals Process
 

a. 	Taxpayer sends appeal to the appropriate Assessment Office.
 

b. 	The appeal is assigned to an assessor different from the
 
original assessor.
 

c. 	After completion of the case by the assessor, 
 the 4-step
 
review process is repeated.
 

d. 	Taxpayer then notified of results of appeal.
 

e. 	Taxpayer can then appeal to the courts even up to
-- the Supreme

Court. (Non-litigated settlement is usually attempt between
 
the court and the Department.)
 

Collection
 

a. 
30-days after notice of assessment sent, if not appealed,
 
account can then be collected.
 

b. 	Until recently, no 
follow-up with taxpayer was undertaken.
 

c. 
Primary reliance was on the clearance procedure, which requires
 
a tax clearance to perform the following:
 

-- Purchase a car
 
Receive money from the Government (on contracts, etc.)
 

-- Import goods.
 

Note, however, a tax clearance is not needed to leave the country.
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d. 	The Collection Section can enter into installment agreements

of up to 6 months duration; above that, it goes to Director
 
for approval. This is a recent innovation, since previously

all installment payment agreements had to be approved by the
 
Director General.
 

Delinquent Accounts Collection
 

A small group has been established recently to follow-up on past

due notices, with good results. So far, the principal effort has
 
been merely to follow-up by correspondence with taxpayers and res
ponse has been good.
 

Subsequent steps to be taken have not yet been decided. 
 Available
 
to the DIT are the following:
 

a. 	Informal notice
 

b. 	Official demand -- made by personal delivery and signed as
 
received by the taxpayer
 

c. 	Public notice -- displayed in conspicuous place
 

d. 	Publication in Government Gazette
 

e. 	Lien on property.
 

3. 	Personnel
 

The DIT has a total of 294 permanent positions at this time, of
 
which approximately 275 are filled. Personnel and staffing have
 
always represented, to some degree, a problem for the DIT. 
The
 
Department has a significant requirement for personnel trained in
 
financial management and auditing. With the development of the ADP
 
function, the qualified ADP technicians must be hired.
 

a. 	Financial Management Personnel
 

The need for financial management within the audit and assess
ment function is basic. The demand for accounting and auditing

skills is high in Jordan, in the region, and worldwide. With
 
prevailing salary scales and considering other factors, the DIT
 
has had great difficulty in obtaining and retaining skilled
 
employees. For example, the preferred educational background

for a new auditor/assessor is a university degree in accounting
 
or finance. It has not, however, been possible to obtain graduates

with these skills for several years. The DIT has been required to
 
hire new employees with other qualifications -- law, economics,
 
etc. Inadequate training efforts, coupled with the lack of pro
cedural guidance, has hindered the effective development of the
 
new 	employees.
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b. ADP Personnel
 

A frequently heard complaint among GOJ officials is that it is
 
difficult/impossible to recruit or retain competent ADP tech
nicians because of low government salaries. The experience of
 
the pre-project IRS advisory teams has confirmed this assertion
 
is generally true. It is recognized, however, that this
 
situation is frequently used as a convenient excuse for any

and all other problems encountered in the ADP area, including

those that are, in reality, related to factors such as poor

coordination, ineffective supervision, and lack of job-oriented
 
training.
 

In 1178, when the pre-project TDY technical assistance was 
first
 
initiated, there were less than 10 computer systems installed
 
in all of Jordan. The only institutions then identified as
 
offering technical training were the Royal Scientific Society

and the computer vendors. ADP technicians in the public service
 
sector received a maximum salary of $412 per month (JD 125).

The growth rate in ADP since that time has been phenomenal, and
 
most of it has occurred since mid-1980. The current situation,

based on information that literally changes from day to day, is
 
as follows:
 

(1) Approximately 50 computer systems are currently installed
 
or on order throughout the nation.
 

(2) Approximately 8 institutions (public and private sector
 
combined) are offering or planning to offer training in
 
ADP technology.
 

(3) Salaries for ADP technicians in the government sector have
 
increased to $825 per month (JD 250).
 

Because most of this growth has occurred quite recently, it is
 
difficult to assess its long-term effect on the problem of retain
ing technicians in the government service. 
 Some random observa
tions may help 
to put the problem in perspective:
 

(1) A similar situation exists in developed countries with regard
 
to 
the supply of and demand for ADP technicians. A glance

at the employment advertisements in any major newspaper in
 
the U.S., for example, will reveal that the demand 
for ADP
 
technicians considerably exceeds the supply.
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(2) There is little hope that the worldwide supply-demand

problem will be alleviated in the foreseeable future.
 
Current applications of ADP technology have not begun to
 
approach the potential for development and use of this
 
technology.
 

(3) Governments in developing countries have managed to obtain
 
an adequate proportion of the available supply by (a)

establishing pay rates comparable with 
 private industry,

and (b) instituting internal training programs. 
 The GOJ
 
is attempting both of these measures, but in view of the
 
recent exponential growth in ADP, it is not 
known how suc
cessful these efforts will be.
 

(4) Jordan's problem is intensified by the abundance of oppor
tunities for ADP technicians in other Arab countries. 
 It
 
can be anticipated that many technicians who received train
ing and experience in Jordan will migrate, especially to the
 
Gulf countries, for higher-paying jobs. This is a mixed
 
blessing for the GOJ. While it will lose some of 
its much
needed technicians, the input of foreign earnings 
from
 
Jordanians abroad has already had a pronounced beneficial
 
effect on the Jordanian economy.
 

The problem of hiring and retaining qualified employees is
 
a serious issue throughout the GOJ, which the proposed project

must confront. The GOJ cannot retreat from the need for
 
advanced technology in the ADP area. 
 The basic financial
 
management requirements of the DIT must be met. 
 There is
 
no reasonable expectation that this project will resolve
 
the retention problem, but the effects may be 
 ameliorated
 
to some degree through the following measures;
 

(a) Overtaining. This project will attempt to develop the
 
capacity to train the maximum possible number of employees

of the government sector. The assumption is that the
 
government (emphasizing the DIT) will receive at least
 
some portion of the value of this training, some will
 
flow into the private sector, and (to the extent that
 
technicians migrate to other countries) 
some will result
 
in importation of foreign earnings 
-- all of which are
 
beneficial to Jordan.
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(b) The role of women. Training of women employees will be
 
emphasized on the assumption that they are somewhat less
 
likely to emigrate to other countries, and perhaps less
 
likely to find employment in the private sector. This
 
may be partially offset by the number of women who leave
 
their jobs for marriage and childbearing. Pay compar
ability, however, will have a favorable effect on the
 
number who continue working.
 

(c) Comparability pay. The GOJ is aware of the problem of
 
recruiting and retaining ADP technicians and financial
 
management personnel. The GOJ has almost doubled the
 
pay for ADP technicians (from JD 125 in 1978 to JD 250
 
in 1981).
 

(d) Focus of training. The training proposed in this project
 
is basically job-oriented. It does not attempt to develop
 
employees with a wide theoretical background or a broad
 
range of skills, which is the legitimate function of the
 
universities in Jordan. The focus in on job proficiency,
 
not on certification. The skills learned will be trans
ferable, but lack of formal accreditation will not make
 
this quite so obvious. This may be expected to have at
 
least a slight deterrent effect on transfers to other
 
organizations.
 

(e) 	Bonding. The length of training (short-term courses)
 
proposed in this project is not sufficient to extract a
 
commitment from the employees involved to continue with
 
their agencies for an extended period of time. Such a
 
commitment might be possible, however, with a combination
 
of (i) training, (ii) certified competency, and (iii) an
 
immediate salary increase. The possibilities for this
 
approach will be explored in detail during the execution
 
of the project.
 

(f) Other motivations. There are other factors that can
 
influence retention in addition to pay. Good technicians
 
prefer to work in an environment that permits creativity,
 
imaginative systems, and plenty of learning opportunities.
 
Others include (i) recognition and appreciation by manage
ment for good performance, (ii) a good physical and psycho
logical working environment, and (iii) matching skill
 
levels with work assignments so that employees can gener
ally be successful. All of these motivation methods must
 
be used in addition to pay adjustments.
 



4. Managerial Assessment
 

The Department of Income Tax is highly centralized in respect to

the managerial authority. Relatively minor decisions are often
 
referred directly to 
the Director. The division between'staff and
 
line functions, particularly in the case of the Amman Field Office
 
and the General Office is virtually non-existent, due to (1) the
 
physical proximity, and (2) the overriding importance of the Amman
 
Field Office in terms of revenue generation.
 

Middle management and supervision are not strong within the DIT.
 
This is partially due to traditional operating procedures which do
 
not encourage initiative or delegation of authority. Whether by

inclination, custom, or ability, middle management activities are
 
generally restricted to routine functions and the carrying out of the
 
express orders of the Director. Particularly in the line functions
 
of collection and assessment, technical supervision tends to be
 
minimal, partially due to the system of assessment which places a
 
virtually overriding reliance on the personal judgment of the
 
assessors. Another significant factor is the tendency to promote

individuals for the most part on the basis of seniority. 
 The lack
 
of statistical data also impedes the pertormance of managerial res
ponsibilities.
 

The project intends 
to strengthen both the role of supervisors and
 
middle managers and 
to provide specific training in these functions.
 
The development of procedural guidance will assist in strengthening

technical review procedures. The availability of statistical and
 
other information from the computer will assist management and super
visors at all levels in the performance of their functions.
 

5. Outside Administrative Environment
 

The public perception of the administrative capacity of the DIT is,

in general, unfavorable. 
As noted in the Social Soundness Analysis,

this is partially due to the traditional role of the tax collector
 
in any society. There are, however, significant problems i. the
 
administration of the income tax 
 of which the public in general and
 
the business community in particular are aware. The DIT is often
 
viewed as inefficient, arbitrary and, to 
some degree, corrupt.

Inefficiency is considered a result of inadequate technical training
 
or capability. The unusual degree of reliance on the personal
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judgment of the assessor or auditor, coupled with inadequate

technical training can well result in arbitrary assessment of tax

liability. 
The highly personal nature of the assessment process

provides opportunity, for possible corruption. 
The GOJ is aware of

public perceptions and recognizes the need for improvement. The

GOJ is specifically concerned about charges of corruption. 
The DIT

does have an internal investigative function. Significant efforts
 
are made to combat possible corruption, of which the public is
 
generally unaware. 
 The GOJ interest in the proposed project is a

reflection of a desire to 
improve the administrative capacity of
 
the DIT and the public perception of the function.
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ANNEX J
 

A.I.D. Project Number 278-0247
 

PROJECT GRANT AGREEMENT
 

BETWEEN
 

THE HASHEMITE KINGDOM OF JORDAN
 

AND
 

THE UNITED STATES OF AMERICA
 

FOR
 

INCOME TAX ASSISTANCE
 

July 15, 1981
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A.I.D. Project No. 278-0247
 

PROJECT GRANT AGREEMENT
 

BETWEEN
 

The Hashemite Kingdom of Jordan, acting through the National Planning
 
Council (NPC) as its representative and the Department of Income Tax
 
(DIT), an agency of the Ministry of Finance, as the Implementing
 
Agency (Grantee),
 

AND
 

The United States of America, acting through the Agency for International
 
Development (A.I.D.).
 

Article 1. The Agreement
 

The purpose of this Agreement is to set out the understandings
 
of the parties named above (Parties) with respect to the undertaking
 
by the Grantee of the Project described below, and with respect to the
 
financing of the Project by the Parties.
 

Article 2. The Project
 

Definition of the Project. 
 The Project, which is further describe4.
 
in Annex 1, will consist of improving and modernizing the technical
 
capacity of the Department of Income Tax. Annex 1, attached, amplifies
 
the above definition of the Project. Within the limits of 
the above
 
definition of 
the Project, elements of the amplified description stated
 
in Annex 1 may be changed by written agreement of the authorized rep
resentatives of the Parties named in Section 8.2, without formal amend
ment of this Agreement.
 

Article 3. Financing
 

SECTION 3.1. The Grant
 

To assist the Grantee to meet the costs of carrying out the Project,
 
A.I.D., pursuant to the Foreign Assistance Act of 1961, as amended,
 
agrees to grant the Grantee under the terms of this Agreement not to
 
exceed one million United States (U.S.) Dollars ($1,000,000)(Grant).
 
The Grant may be used to finance foreign, exchange costs, as defined in
 
Section 6.1, and local currency costs, as defined in Section 6.2, of
 
goods and services required for the Project.
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SECTION 3.2. Grantee Resources for the Proje
 

(a) The Grantee agrees to provide or 
cause to be provided for
 
the Project all funds, in addition to 
the Grant, and all other resources
 
required to carry out 
tlhe Project effectively and in a timely manner.
 

(b) It is estimated that the total resources 
to be provided by

Grantee for the Project over the life of 
the Project will be not less
 
than the equivalent of U.S. $551,000, including costs borne on an "in
kind" basis.
 

SECTION 3.3. Project Assistance Completion Date
 

(a) The "Project Assistance Completion Date" (PACD), which is

December 31, 1983, 
or such other date as the Parties may agree to in
 
writing, is the date by which the Parties estimate that all services
 
financed under the Grant will have been performed and all goods finan.ed
 
under the Grant will have been furnished 
for the Project as contemplated
 
in this Agreement.
 

(b) Except as A.I.D. may otherwise agree in writing, A.I.D. will
 
not 
issue or approve documentation which would authorize disbursement
 
of the Grant for services performed subsequent to the PACD or for goods:

furnished for the Project, as cr'-templated in this Agreement, subsequent
 
to the PACD.
 

(c) Requests for disbursement, accompanied by necessary supporting

documentation prescribed in Project Implementation Letters,are to 
be

received by A.I.D. or any bank described in Section 7.1, no later than

nine (9) months following the PACD, or 
such other period as A.I.D. agrees

to in writing. After such period, A.I.D., 
giving notice in writing to
 
the Grantee, may at 
any time or times reduce the amount of the Grant
 
by allsor any part thereof for which requests for disbursements, accom
panied by necessary supporting documentation prescribed in Implementation

Letters, were not 
received before the expiration of said period.
 

Article 4. 
Conditions Precedent to Disbursement
 

SECTION 4.1. 
 First Disbursement
 

Prior to the first disbursement under the Grant, or 
to the issuance
 
by A.I.D of documentation pursuant 
to which disbursement will be made,
 
the Grantee will, except as the Parties may otherwise agree in writing,
furnish to A.I.D. in form and substance satisfactory to A.I.D.:
 

http:finan.ed
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(a) An opinion of counsel acceptable to A.I.D. that this Agreement

has been duly authorized and/or ratified by, and executed on behalf of,

the Grantee, and that it constitutes a valid and legally binding obli
gation of the Grantee in accordance with all of its terms;
 

(b) A statement of the name of the person holding or acting in the
 
office of the Grantee specified in Section 8.3, and of any additional
 
representatives, together with a specimen signature of each person speci
fied in such statement;
 

(c) The names and titles of the three counterparts selected to work
 
with the U.S. advisors, and an organization chart showing the positions

with whom the U.S. advisors.will work, identifying the positions as filled
 
or unfilled, and indicating DIT's plans for filling vacant positions.
 

SECTION 4.2. Disbursement for In-Country Training
 

Prior to any disbursement under the Grant, or to issuance by A.I.D.
 
of any documentation pursuant to which disbursement will be made for
 
development of the in-country training program applicable to entities of
 
the Government of Jordan (GOJ) in addition to DIT, the Grantee will, except
 
as the Parties may otherwise agree in writing, furnish to A.I.D., 
in fqrm

and substance satisfactory to A.I.D., 
(1) the name of the organizatior'6r
 
administrative entity in which such training function will be located,

(2) the concurrence of the selected organization as evidenced by a contract
 
or other written form of agreement, (3) assurances as to the capacity of
 
the selected entity to carry out such training, and (4) assurances as to
 
the availability of such training to other organizations of the GOJ.
 

SECTION 4.3. Notification
 

When A.I.D. has determined that the conditions precedent specified
 
in Sections 4.1 and 4.2 have been met, it will promptly notify the Grantee.
 

SECTION 4.4. 
 Terminal Date for Cdnditions Prdcedent
 

(a) If Section 4.1 specified above has not been met within 30 days

from the date of this Agreement, or such later date as A.I.D. may agree

to in writing, A.I.D., at its option, may terminate this Agreement by

written notice to Grantee.
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(b) If Section 4.2 has not been met within 180 days from the
 
date of this Agreement, or such later date as A.I.D. may agree to in
 
writing, A.I.D., at its option, may terminate this Agreement by written
 
notice to the Grantee.
 

Article 5. SpecLal Covenants
 

SECTION 5.1. Project Evaluation
 

The Parties agree to establish an evaluation program as part of
 
the Project. Except as the Parties otherwise agree in writing, the
 
program will include, during the implementation of the Project, and at
 
one or more points thereafter: (a) evaluation of progress toward attnin
ment of the Project purpose; (b) identification and evaluation of problem
 
areas or constraints which may inhibit such attainment; (c) assessment
 
of how such information may be used to help overcome such problems; and
 
(d) evaluation, to the degree feasible, of the overall development impact
 
of the Project.
 

SECTION 5.2. Implementation of the Income Tax Law
 

Grantee covenants that it will, within 180 days from the signing
 
of this Agreement, advise A.I.D. of planned changes in implementation
 
of the Income Tax Law, including assessment and compliance thereunder
 

SECTION 5.3. Staffing, Training and Coordination
 

Grantee covenants that it will provide adequate staff, implement
 
necessary staff training, and effect necessary actions to assure that
 
Project objectives are accomplished.
 

Article 6. Procurement ;ource
 

SECTION 6.1. Foreign Exchange Costs
 

Disb.,'cements pursuant to Section 7.1 will be used exclusively
 
to finance the costs of goods and services required for the Project
 
having their source and origin in the United States (Code 000 of the
 
Geographic Code Book as in effect at the time orders are placed or
 
contracts entered into for such goods or services)(Foreign Exchange

Costs), except as A.I.D. may otherwise agree in writing, and except as
 
provided in the Project Grant Standard Provisions Annex, Section C.l(b)
 
with respect to marine insurance.
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SECTION 6.2. Local Currency Costs.
 

Disbursements pursuant to Section 7.2, will be used exclusively
 
to finance the costs of goods and services required for the Project

having their source and, except 
as A.I.D. may otherwise agree in
 
writing, their origin in the Hashemite Kingdom of Jordan (Local Currency

Costs). 
 To the extent provided for under this Agreement, "Local Cur
rency Costs" may also include the provision of local currency resources
 
required for the Project.
 

Article 7., Disbursement.
 

SECTION 7.1. Disbursement of Foreign Exchange Costs
 

(a) After satisfaction of conditions precedent, the Grantee may

obtain disbursements of funds under the Grant for the Foreign Exchange

Costs of goods or 
services required for the Project in accordance with
 
the terms of this Agreement, by such of the following methods as may be
 
mutually agreed upon:
 

(1) by submitting to A.I.D., with necessary supporting docu
mentation as prescribed in Project Implementation Letters, (i) requests

for reimbursement for such goods or services, or (ii)requests for A.I.D,.
 
to procure commodities or services on Grantee's behalf for the Project;
 
or,
 

(2) by requesting A.I.D. to issue Letters of Commitment for
 
specified amounts (i) to one or more U.S. banks, satisfactory to A.I.D.,
 
committing A.I.D. to reimburse such bank or banks for payments made by

them to contractors or suppliers, under Letters of Credit or otherwise,

for such goods or service, or (ii) directly to one or more contractors or
 
suppliers, committing A.I.D. to pay such contractors or suppliers for
 
such goods or services.
 

(b) Banking charges incurred by Grantee in connection with Letters
 
of Commitment and Letters of Credit will be financed under tha Grant
 
unless Grantee instructs A.I.D. to the contrary. Such other charges as
 
the Parties may agree to may also be financed under the Grant.
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SECTION 7.2. Disbursement for Local Currency Costs
 

(a) After satisfaction of conditions precedent, the Grantee may

obtain disbursements of 
funds under the Grant for Local Currency Costs
 
required for the Project in accordance with the 
terms of this Agreement,

by submitting to A.I.D., 
with necessary supporting documentation as pre
scribed in Project Implementation Letters, requests finance such costs.
to 


(b) The local currency needed for such disbursements may be obtained:
 

(1) by acquisition by A.I.D. with U.S. Dollars by purchase; 
or
 

(2) by A.I.D. (i) requesting the Grantee to make available the
 
local currency for such costs, and (ii)thereafter making available to
 
the Grantee, through the opening or amendment by A.I.D. of Special Letters
 
of Credit in favor of the Grantee or its designee, an amount of U.S.
 
Dollars equivalent to the 
amount of local currency made available by the
 
Grantee, which dollars will be utilized for procurement from the United
 
States under appropriate procedures described in Project Implementation
 
Letters.
 

The U.S. Dollar equivalent of 
the local currency made available here
under will be, in the case of subsection (b)(1) above, the amount of U.S'.
 
dollars required by A.I.D. to obtain the local currency, and in the case
 
of subsection (B)(2) above, an amount calculated at the rate of exchange

specified in 
the applicable Special Letter of Credit Implementation
 
Memorandum as of the date of 
the opening or amendment of the applicable
 
Special Letter of Credit.
 

SECTION 7.3. 
 Other Forms of Disbursement
 

Disbursements of the Grant may also be made through such other means
 
as the Parties may agree to in writing.
 

SECTION 7.4. Rate of Exchange.
 

Except as may be more specifically provided under SCtion 7.2, if
 
funds provided under the Grant are introduced into the Hashemite Kingdom

of Jordan by A.I.D. or any public or 
private agency for purposes of
 
carrying out obligations of A.I.D. hereunder, the Grantee will make
 
such arrangements as may be necessary so 
that such funds may be converted
 
into currency of the Hashemite Kingdom of Jordan at the highest rate of
 
exchange which, at 
the time the conversion is made, is not unlawful in
 
the Hashemite Kingdom of Jordan.
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Article 8. Miscellaneous
 

SECTION 8.1. Communications
 

Any notice, request, documents, or other communication submitted
 
by either Party to the other under this Agreement will be in writing
 
or by telegram or cable, and will be deemed duly given or sent when
 
delivered to such party at the following addresses:
 

To the Grantee:
 

Mail Address: 	 National Planning Council
 

Amman, Jordan
 

Alternate Address for Cables: 	 NPC, Amman, Jordan
 

To A.I.D.:
 

Mail Address: 	 U.S.A.I.D./Jordan
 

American Embassy
 
Amman, Jordan
 

Alternate Address for Cables: 	 U.S. Embassy (USAID)
 

Amman, Jordan
 

All such communications will be in English, unless the Parties
 

otherwise agree in writing. Other addresses may be substituted for the
 
above upon the giving of notice.
 

SECTION 8.2. Representatives
 

For all purposes relevant to this Agreement, the Grantee will be
 
represented by the individual holding or acting in the office of President,
 
National Planning Council, and A.I.D. will be represented by the indivi
dual holding or acting in the office of Mission Director in Jordan, each
 
of whom, by written notice, may designate additional representatives for
 
all purposes other than exercising the power under SeCtion 2.1, to revise
 
elements of the amplified description in Annex 1. The names of the
 
representatives of the Grantee, with specimen signatures, will be pro
vided to A.I.D., which may accept as duly authorized any instrument,
 
signed by such representatives in implementation of this Agreement, until
 
receipt of written notice of revocation of their. authority.
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SECTION 8.3. Standard Provisions Annex
 

A "Project Grant Standard Provisions Annex" (Annex 2) is attached
 
to and forms part of this Agreement.
 

IN WITNESS WHEREOF, the Grantee and the United States of America,
 
each acting through its duly authorized representative, have caused
 
this Agreement to be signed in their names and delivered as of the day
 
and year first above written.
 

THE HASHEMITE KINGDOM OF JORDAN
 

By:
 

Hanna Odeh
 
Title: President
 

National Planning Council
 

THE UNITED STATES OF AMERICA
 

By:
 
Lois Richards
 

Title: Acting Director
 
USAID/Jordan
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ANNEX 1 TO PROJECT AGREEMENT
 

Project Description
 

A. 	Project Objective
 

The objective or purpose of the Project is the improvement of the
 
capacity for income tax administration in the Department of Income
 
Tax of the COJ.
 

To accomplish this objective, Project efforts will be directed
 
towards the following activities:
 

1. 	Development and implementation of improved operational
 
systems for income tax assessment, collection, clerical
 
processing, and administrative services.
 

2. 	Development of the GOJ capacity for training in management
 
and systems development.
 

3. 	Enhancement of the operational automatic data processing
 

(ADP) capacity with the Department of Income Tax.
 

B. 	Project Components
 

The Project consists of the following major elements:
 

1. 	USAID Contribution - Technical Assistance
 

USAID will provide a total of approximately 60 person-months
 
of technical assistance, including two long-term advisors
 
for a total of approximately 48 person-months, and approxi
mately 12 months of short-term technical assistance. The long
term advisors will be specialists in the fields of automatic
 
data processing and tax administration and compliance. The
 
short-term advisors will provide assistance in training and other
 
fields as required during the course of the Project.
 

2. 	USAID Contribution - Training
 

USAID will provide approximately 28 person-months of parti
cipant training through the Internal Revenue Service INTAX
 
seminars in the U.S., for appropriate employees of the Department
 
of Income Tax. USAID will also assist the COJ in the development
 
of 	internal training functions to meet continuing training needs
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in the areas of ADP, management, public administration and
related fields. 
The portion of this training wHich may have

application to other government organizations as well 
as to

DIT may be located within DIT and/or another government

organization. 
 The USAID contribution will be directed toward

the preparation and initial presentation of appropriate short
term courses. It is anticipated that at 
the completion of the
Project, 
either the DIT or another institution will be able to

continue the effective presentation of the courses developed.
 

3. GOJ Contribution - Support to Technical Assistance
 

The GOJ will directly support the USAID-financed technical

assistance through provision of office space and facilities,

office supplies, and required operational support services.
 

4. GOJ Contribution - Support to Training
 

The COJ contribution to the training effort will consist of
 an adequate training facility, training staff, recurrent cost

funding, employee time for training as 
required, appropriate

materials and equipment for the continuation of the in-service
 
training beyond the life of 
the project, and international
 
travel costs for training in the U.S.
 

5. COJ Contribution 
- Computer Facility/Commodities
 

The GOJ will provide the NCR 8250 computer system currently

installed and operational in the Department of Income Tax.
The COJ will provide any additional discs, supplies, 
or other

required material to ensure that the computer facility remains

operational. 
The 0OJ will ensure the provision of necessary

maintenance of the computer facility and all other costs related
 
to the computer facility.
 

6. OJ Contribution - Personnel
 

The 
OJ will provide a minimum of three English-speaking

senior level employees who will be assigned 
to work closely

with the advisors as counterparts. It is anticipated that

the three counterpart employees will be knowledgeable and

exercise responsibility in the 
functional areas of automatic
 
data processing, tax administration and compliance, and
 
training.
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C. 	Project Cost Estimate and Financial Plan
 

Total Project cost is estimated at U.S. $1,551,000, of which the
 
USAID contribution is $1,000,000. Table 1 is the summary project
 
budget. As indicated in Table 1, the USAID contribution to the
 
Project consists of funding allocations for two inputs -- technical
 
assistance and training.
 

D. 	Project Implementation Plan
 

The Project will be implemented over a period of approximately 30
 
months. Primary responsibility for all phases of Project imple
mentation will reside with the Director of the Department of Income
 
Tax. An abbreviated implementation schedule follows this section.
 
Further implementation details for specific Project components will
 
be the subject of Project Implementation Letters as noted in Article A
 
of the Project Grant Standard Provision, Annex 2, to the Project Grant
 
Agreement.
 

The 	following are target dates for Project-related activities:
 

Activity 	 Proposed Date
 

1. 	Grant Agreement signed July 1981
 

2. 	Conditions Precedent to First Disbursement met Aug 1981
 

3. 	Issuance of PIO/T and PASA Aug 1981
 

4. 	Arrival of long-term advisors Sept 1981
 

5. 	Phase 1 activities completed, including
 
preparation of workplan and collection of
 
data and statistics Oct 1981
 

6. 	Condition Precedent for in-country training
 
met 
 Nov 1981
 

7. 	Phase 2 activities undertaken including review
 
and follow-up on changes implemented and
 
partially implemented during pre-project
 
assistance 
 Oct-Dec 1981
 

8. 	Two participants attend INTAX seminar Jan 1982
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Activity 
 Proposed Date
 

9. 	Phase 3 in-country training initiated,
 
including course development and initial
 
course presentations 
 Jan-May 1982
 

10. 	 Initial in-house evaluation 
 Mar 	 1982
 

11. 	 Phases 4-8 implementation of system
 
modification and administrative changes May 1982-Aug 1983
 

12. 	 Two participants attend INTAX seminars 
 June 	1982
 

13. 	 Second presentation of in-country training
 
courses with course modifications from
 
initial presentations 
 Sept 	1982
 

14. 	 Two participants attend INTAX seminars 
 Jan 	 1983
 

15. 	 Two participants attend INTAX 6eminars 
 June 	1983
 

16. 	 Phase 9 project review and close-out
 
activities 
 Aug 	 1981
 

17. 	 Long-term advisors depart 
 Sept 	1983
 

18. 	 Project Assistance Completion Date Dec 
 1983
 

19. 	 Final project evaluation 
 June 	1984
 

E. 	Project Evaluation
 

A total of two evaluations will take place during the life of 
the
 
project. These evaluations will be organized and cdnducted jointly

by the DIT and AID and are tentatively planned for March 1982 and
 
June 	1984.
 



TABLE 1 

SUMARY BUDGET 
INCOM TAX ASSISTANCE PROJECT
 

U.S. DOLLARS (000.0)
 

Inputs 


Input 1 - Technical Assistance 


Long-term (echnical Assistance 

Short-term Technical Assistance 

GOJ Support for U.S. Technicians 


Input 2 - Training 


Participant Training in the U.S. 

Development of GOJ Training Capacity 


Job-specific training within DIT 


Training applicable to other depart
ments as well as DIT 


Input 3 - Computer Facility/Commodities 


Input 4 - GOJ Personnel 


PROJECT TOTAL 


U.S. U. S. 
F/X L/C Total GOJ Total 

634.1 117.3 751.4 63.8 815.2 

444.8 112.3 557.1 557.1 
189.3 5.0 194.3 194.3 

63.8 63.8 

127.1 121.5 248.6 106.5 355.1 

105.6 105.6 28.0 133.6 
21.5 121.5 143.0 78.5 221.5 
(2.1) (12.2) (14.3) (7.9) (22.2) 

(19.4) (109.3) (128.7) (70.6) (199.3) 

225.6 225.6 

155.2 155.2 

761.2 235.8 1,000.0 551.1. 1,551.1 

NOTE: Line item adjustments among inputs of up to 
10 percent may be made without amendment to
 
this budget, provided the total AID contribution is not exceeded.
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Project Grant Standard
 

Provisions Annex Annex 2
 

Definitions: 
 As used in this Annex, the "Agreement." refers to the
 
Project Grant Agreement to which this Annex is.attached and of which
 
this Annex forms a part. Terms used in this Annex have the same
 
meaning or reference as in the Agreement.
 

Article A: Project Implementation Letters
 

To assist Grantee in the implementation of the Project, A.I.D., from
 
time to time, will issue Project Implementation Letters that will
 
furnish additional information about matters stated in this Agreement.

The parties may also use jointly agreed-upon Project Implementation

Letters to confirm and record their mutual understanding on aspects

of the implementation of this Agreement. 
 Project Implementation

Letters will 
not be used to amend the text of the Agreement, but can

be used to record revisions or exceptions which are permitted by the
 
Agreement, including the revision of elements of the amplified

description of the Project in Annex 1.
 

Article B: General Covenants
 

SECTION 8.1. Consultation. The Parties will cooperate to assure
that the purpose of this Agreement will be accomplished. To this end,

the Parties, at the request of either, will exchange views on the
 
progress of the Project, the performance of obligations under this
 
Agreement, the performance of any consultants, contractors, or
 
suppliers engaged on the Project, and ot:w 
 matters relating to the
 
Project.
 

SECTION B.2. Execution of Project. The Grantee will:
 

(a) carry out the Project or cause it to be carried out with

due diligence and efficiency, in conformity with sound technical,

financial, and management practices, and in conformity with those
 
documents, plans, specifications, contracts, schedules or other
 
arrangements, and with any modifications therein, approved by A.I.D.
 
pursuant to this Agreement; and
 

(b) provide qualified and experienced management for, and

train such staff as may be appropriate for the maintenance and
 
operation of the Project, and, as applicable for 6ontinuing

activities, cause the Project to be operated and maintained in such
 
manner as 
to assure the continuing and successful achievement of
 
the purposes of the Project.
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Article B: General Covenants (Continued)
 

SECTION B.3. Utilization of Goods and Services.
 

(a) Any resources financed under the Grant will, unless other
wise agreed in writing by A.I.D., be devoted to the Project until
 
the completion of the Project, and thereafter will be used so as to
 
further the objectives sought in carrying out the Project.
 

(b) Goods or services financed under the Grant, except as
 
A.I.D. may otherwise agree in writing, will not be used to promote
 
or assist a foreign aid project or activity associated with or
 
financed by a country not included in Code 935 of the A.I.D. Geo
graphic Code Book as in effect at the time of such use. [See HB 18.]
 

SECTION B.4. Taxation.
 

(a) This Agreement and the Grant will be free from any taxation
 
or fees imposed under laws in effect in the territory of the Grantee.
 

(b) To the extent that (1) any contractor, including any con
sulting firm, any personnel of such contractor financed under the
 
Grant, and any property or transaction relating to such contracts
 
and (2) any commnodity procurement transaction financed under the
 
Grant, are not exempt from identifiable taxes, tariffs, duties
 
or other levies imposed under laws in effect in the territory of
 
the Grantee, the Grantee will, as and to the extent provided in and
 
pursuant to Project Implementation Letters, pay or reimburse the
 
same with funds other than those provided under the Grant.
 

SECTION B.5. Reports, Records, Inspections, Audit.
 

The Grantee will:
 

(a) furnish A.I.D. such information and reports relating to
 
the Project and to this Agreement as A.I.D. may reasonably request;
 

(b) maintain or cause to be maintained, in accordance with
 
generally accepted accounting principles and practices consistently
 
applied, books and records relating to the Project and to this
 
Agreement, adequate to show, without limitation, the receipt and
 
use of goods and services acquired under the Grant. Such books
 
and records will be audited regularly, in accordance with generally
 
accepted auditing standards, and maintained for three years after
 
the date of last disbursement by A.I.D.; such books and records will
 
also be adequate to show the nature and extent of solicitations of
 
prospective suppliers of goods and services acquired, the basit of
 
award of contracts and orders, and the overall progress of the
 
Project toward completion; and 

- 2 
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Article B: 
 General Covenants (Continued)
 

(c) afford authorized representatives of a Party the opportunity
at all 
reasonable times to inspect the Project, the utilization of
goods and services financed by such Party, and books, records, and
other documents relating to the Project and the Grant.
 

SECTION B.6. 
Completeness of Information. 
 The Grantee confirms:
 

(a) that the facts and circumstances of which it has informed
A.I.D., or cause A.I.D. to be informed, in the course of reaching
agreement with A.I.D. on the Grant, are accurate and complete, and
include all facts and circumttances that might materially affect
the Project and the discharge of responsibilities under this
 
Agreement;
 

(b) that it will inform A.I.D. In timely fashion of any subsequent facts and circumstances that might materi ,lly affect, or
that it is reasonable to believe might so affect, the Project or
the discharge of responsibilities under this Agreement.
 

SECTION B.7. Other Payments. Grantee affirms that no payments
have been or will be received by any official of the Grantee in
connection with the procurement of goods or services financed under
the Grant, except'fees, taxes, or similar payments legally established

in the country of the Grantee.
 

SECTION B.8. Information and Marking. 
The Grantee will give
appropriate publicity to the Grant and the Project as a 
program to
which the United States has contributed, identify the Project site,
and mark goods financed by A.I.D., as described in Project Imple
mentation Letters.
 

Article C: Procurement Provisions
 

SECTION C.l. Special Rules.
 

(a) The source and origin of ocean and air shipping will be
deemed to be the ocean vessel's or aircraft's country of registry

at the time of shipment.
 

(b) Premiums for marine insurance placed in the territory of
the Grantee will be deemed an eligible Foreign Exchange Cost, if
otherwise eligible under Section C.7(a).
 

(c) Any motor vehicles financed under the Grant will be of
United States manufacture, except as A.I.D. may otherwise agree

Inwriting.
 

-3
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Article.C: Procurement Provisions (Continued)
 

(d) Transportation by air, financed under the Grant, of property
or persons, will 
be on carriers holding United States certification,
to the extent service by such carriers is available. Details on this
requirement will be described in a Project Implementation Letter.
 

SECTION C.2. Eligibility Date. 
 No goods or services may be
financed under the Grant which are procured pursuant to orders or
contracts firmly placed or entered into prior to the date of this
Agreement, except as the Parties may otherwise agree in writing.
 

SECTION C.3. 
 Plans, Specifications, and Contracts. 
 In order
for there to be mutual agreement on the following matters, and except
as the Parties may otherwise agree in writing:
 

(a) The Grantee will furnish to A.I.D. upon preparation,
 

(1) any plans, specifications, procurement or construction
schedules, contracts, or other documentation relating to goods or
services to be financed under the Grant, including documentation
relating to the prequalification and selection of contractors and to
the solicitation of bids and proposals. 
 Material modifications in
such documentation will likewise by furnished A.I.D. on preparation;
 

(2) such documentation will 
also be furnished to A.I.D.,
upon preparation, relating to any goods or services, which, though
not financed under the Grant- are deemed by A.I.D. to be of major
importance to the Project. 
Aspects of the Project involving matters
under this subsection (a)(2) will be identified in Project Imple
mentation Letters;
 

(b) Documents related to the prequalification of contractors,
and to the solicitation of bids or proposals for goods and services
financed under the Grant will be approved by A.I.D. in writing prior
to their issuance, and their terms will 
include United States

standards and measurements;
 

(c) Contracts and contractors finar-ed under the Grant for
engineering and other professional services, for construction services, 
 and for such other services, equipment or materials as may be
specified in Project Implementation Letters, will 
be approved by
A.I.D. in writing prior to execution of the contract. Material

modifications in such contracts will also be approved in writing

by A.I.D. prior to execution; and
 

-4
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Article C: Procurement Provisions (Continued)
 

(d) Consulting firms used by the Grantee for the Project but
not financed under the Grant, the scope of their services and such
of their personnel assigned to the Project as A.I.D. may specify,
and construction contractors used by the Grantee for the Project but
not financed under the Grant,,shall be acceptable to A.I.D.
 
SECTION C.4. Reasonable Price. 
No more than reasonabli prices
will be paid for any goods or services financed, Inwhole or in part,
under the Grant. 
 Such items will be procured on a fair and, to the
maximum extent practicable, on a competitive basis.
 

SECTION C.5. Notification to Potential Suppliers. 
 To permit
all United States firms to have the opportunity to participate in
furnishing goods and services to be financed under the Grant, the
Grantee will furnish A.I.D. such information with regard thereto,
and at such times, as A.I.D. may request in Project Implementation

Letters.
 

SECTION C.6. Shipping.
 

(a) Goods which are to be transported to the territory of the
Grantee may not be financed under the Grant if transported either:
(1)on an ocean vessel or aircraft under the flag of a country which
is not included inA.I.D. Geographic Code 935 as 
in effect at the
time of shipment, or (2)on an ocean vessel which A.I.D., by written
notice to the Grantee has designated as ineligible; or (3)under an
ocean or air charter which has not received prior A.I.D. approval.
 

(b) Costs of ocean or air transportation (of goods or persons)
and related delivery services may not be financed under the Grant,
if such goods or persons are carried: 
 (1)on an ocean vessel under
the flag of a 
country not, at the time of shipment,.identified
under the paragraph of' the Agreement entitled "Procurement Source:
Foreign Exchange Costs," without prior written A.I.D. approval; or
(2)on an ocean vessel which A.I.D., by written notice to the
Grantee, has designated as ineligible; 
or (3)under an ocean vessel
or air charter which has not received prior A.I.D. approval.
 

(c) Unless A.I.D. determines that privately owned United
States-flag commercial ocean vessels are not available at fair and
reasonable rates for such vessels, (1)at least fifty percent (50%)
of the gross tonnage of all goods (computed separately for dry bulk
carriers, dry cargo liners and tankers) financed by A.I.D. which
may be transported on ocean vessels will be transported on
privately owned United States-flag commercial vessels, and (2)at
least fifty percent (50%) of the gross freight revenue generated by
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Article C: Procurement Provisions (Continued)
 

all shipments financed by A.I.D, and transported to the territory of
the Grantee on dry cargo liners shall be paid to or for the benefit
of privately owned United States-flag commercial vessels. 
Compliance
with the requirements of (1)and (2)of this subsection must be
achieved with respect to both any cargo transported from U.S. ports
and any cargo transported from non-U.S. ports, computed separately.
 

SECTION. C.7. insurance.
 

(a) Marine insurance on goods financed by A.I.D. which are to
be transported to the territory of the Grantee may be financed as
a 
Foreign Exchange Cost under this Agreement provided (1)such
insurance isplaced at the lowest available competitive rate, and
(2)claims thereunder are payable inthe currency inwhich such
goods were financed or inany freely convertible currency. 
If the
Grantee (or government of Grantee), by statute, decree, rule,
regulation, or practice discriminates with respect to A.I.D.financed procurement against any marine insurance company authorized
to do business inany State of the United States, then all goods
shipped to the territory of the Grantee financed by A.I.D. hereunder
will be insured against marine risks and such insurance will be
placed inthe United States with a 
company or companies authorized
to do a marine insurance business ina 
State of the United States.
 
(b) Except as A.I.D. may otherwise agree inwriting, the
Grantee will 
insure, or cause to be insured, goods financed under
the Grant imported for the Project against risks incident to their
transit to the point of their use inthe Project; such insurance
will be issued on terms and conditions consistent with sound commercial practice and will insure the full 
value of the goods. Any
indemnification received by the Grantee under such insurance will
be used to replace or repair any material damage or any loss of the
goods insured or will be used to reimburse the Grantee for the
replacement or repair of such goods. 
 Any such replacements will be
of source and origin of countries listed 
'r A.I.D. Geographic Code
935 as ineffect at the time of replacement, and, except as the
Parties may agree inwriting, will be otherwise subject to the


provisions of the Agreement.
 

SECTION C.8. U.S. Government-Owned Excess Property. 
 The Grantee
agrees that wherever practicable,Unlted States Government-owned
 excess personal property, in lieu of new items financed under the
Grant, should be utilized. Funds under the Grant may be used to
finance the costs of obtaining such property for the Project.
 

-6
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Article 0: Termination; Remedies.
 

SECTION 0.1. Termination. 
 Either Party may terminate this Agreement by giving tho other Party 30 days written notice. Termination of
this Agreement will terminate any obligations of the Parties to provide
financial or other resources to the Project pursuant to this Agreement,
except for payment which they are committed to make pursuant to 
noncancellable commitments entered into with third parties prior to'the
termination of this Agreement. 
 in addition, upon such termination
A.I.D. may, at A.I.D.'s expense, direct that title to goods financed
under the Grant be transferred to A.I.D. if the goods are from a source
outside Grantee's country, are in 
a deliverable state and have not been
offloaded in ports of entry of Grantee's country.
 

SECTION D.2. Refunds.
 

(a) In the case of any disbursement which is 
not supported by
valid documentation in accordance with this Agreement, or which is 
not
made or used in accordance with this Agreement, or which was 
for goods
or services not used in accordance with this Agreement, A.I.D., 
notwithstanding the availability or exercise of any other remedies under
this Agreement, may require the Grantee to 
refund the amount of such
disbursement in U.S. Dollars to A.I.D. within sixty (60) days after
receipt of a request therefor.
 

(b) If the failure of Grantee to comply with any of its obligations
under this Agreement has the result that goods or services financed
under the Grant are not used effectively in accordance with this Agreement, A.I.D. may require the Grantee to refund all or any part of the
amount of the disbursements under this Agreement for such goods or
services in U.S. Dollars to A.I.D. within sixty days after receipt of
 a request therefor.
 

(c) The right under subsection (a)or (b) to require a refund of
a disbursement will continue, notwithstanding any other provision of
this Agreement, for three years from the date of the last disbursement
 
under this Agreement.
 

(d) (1) Any refund under subsection (a)or (b), or (2)any
refund to A.I.D. from a contractor, supplier, bank or other third
party with respect to goods or 
services financed under the Grant,
which refund relates to an unreasonable price for or erroneous invoicing
of goods or services, or to goods that did not conform to specifications,
or to services that were 
inadequate, will 
(A) be made available first
for the cost of goods and services required for the Project, 
to the
extent justified, and (B) the remainder, if any, will t,u jpplied toreduce the amount of the Grant. 

-7
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Article D: Termination; Remedies.
 

SECTION D.l. Termination. Either Party may terminate this Agreement by giving the other Party 30 days written notice. Termination of
this Agreement will terminate any obligations of the Parties to provide
financial 
or other resources to the Project pursuant to this Agreement,
except for payment which they are committed to make pursuant to noncancellable commitments entered into with third parties prior to the
termination of this Agreement. 
 In addition, upon such termination
A.I.D. may, at A.I.D.'s expense, direct that title to goods financed
under the Grant be transferred to A.I.D. if the goods are from a source
outside Grantee's country, are in a deliverable state and have not been
offloaded in ports of entry of Grantee's country.
 

SECTION D.2. Refunds.
 

(a) In the case of any disbursement which isnot supported by
valid documentation inaccordance with this Agreement, or which is not
made or used in accordance with this Agreement, or which was for goods
or services not used in accordance with this Agreement, A.I.D., 
notwithstanding the availability or exercise of any other remedies under
this Agreement, may require the Grantee to refund the amount of such
disbursement in U.S. Dollars to A.I.D. within sixty (60) days after

receipt of a request therefor.
 

(b) If the failure of Grantee to comply with any of its obligations

under this Agreement has the result that goods or services financed
under the Grant are not used effectively in accordance with this Agreement, A.I.D. may require the Grantee to refund all 
or any part of the
amount of the disbursements under this Agreement for such goods or
services in U.S. Dollars to A.I.D. within sixty days after receipt of.
 
a request therefor.
 

(c) The right under subsection (a)or (b)to require a refund of
a 
disbursement will continue, notwithstanding any other provision of
this Agreement, for three years from the date of the last disbursement
 
under this Agreement.
 

(d) (1) Any refund under subsection (a)or (b), or (2)any
refund to A.I.D. from a contractor, supplier, bank or other third
party with respect to goods or services financed under the Grant,
which refund relates to an unreasonable price for or erroneous 
invoicing
of goods or services, or to goods that did not conform to specifications,

ur to services that were inadequate, will (A)be made available first
for the cost of goods and services required for the Project, to the
extent justified, and (B)the remainder, if any, will be applied to

reduce the amount of the Grant.
 

-a



136
 

Article D: Termination; Remedies (Continued)
 

(e) Any interest or other earnings on Grant funds disbursed by A.I.D. to
the Grantee under this Agreement prior to the authorized use of such funds for
the Project will be returned to A.I.D. in U.S. Dollars by the Grantee.
 

SECTION 0.3. 
 Nonwaiver of Remedies. 
 No delay in exercising any right or
remedy accruing to a Party in connection with its financing under.this Agreement will be construed as a waiver of such right or remedy.
 

SECTION D.4. Assignment. 
The Grantee agrees, upon request, to execute
an assignment to A..D. of any cause of action which may accrue to the
Grantee in connection with or arising out of the contractual performance or
breach of performance by a party to a direct U.S. Dollar contract with A.I.D.
financed in whole or 
in part out of funds granted by A.I.D. under this
 
Agreement.
 

-9
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ANNEX K
 

Social Soundness Analysis
 

1. Introduction
 

Tax collection, in one form or another, has been in existence'ever since
man organized his lifestyle around communities and institutions. 
 It has
never been popular with taxpayers, although it has enjoyed different
levels of acceptance and compliance in different times, under different
political systems, and by different population sub-groups.
used as It has been
a major source of revenue for governmental and public service
functions, as a tool for the equalization or redistribution of wealth,
as a tool for achieving political objectives or, more recently, as an
instrument of fiscal, monetary, economic, and social policy. 
As such,
any tax scheme can be expected to, and indeed may be designed to, have
differential impacts on different categories of taxpayers. 
 It is the
purpose of this analysis to 
identify the potential impact of the proposed
project on taxpayers and on the socio-economic environment of the country.
In order to do so, it is necessary to distinguish between the impact of
its income tax law as legislated, on the one hand, and of both present
approach and the expected changes in the implementation of the law.
 
An analysis of 
the former is necessary, although the proposed project
only directly addresses the latter. 
 It is also necessary to address the
socio-cultural background against which the project is undertaken and the
long-run effects which are expected to result from it.
 

2. Socio-cultural Background
 

Jordan is 
a young Moslem country which has gone through many difficult
political and military experiences. 
 Both of these facts have somewhat
exacerbated the usual problems of tax acceptance and compliance. 
Deeply
rooted in Moslem culture is a religious "tax"
of the five pillars of Islam. 
system which represents one
This system is called the "Zakat," 
 the
payment of which is considered to be a necessary condition for being a
Moslem. 
The Zakat is supposed to be paid as an annual percentage of an
individual's net worth, or wealth. 


and assistance to the poor. 
Its proceeds are earmarked for welfare
While the payment of the Zakat is practiced
on a voluntary basis by some, neither the extent nor magnitude of such
payments can be known with certainty. 
It is clear, however, that the
existence of a religious and deeply-rooted parallel tax system is at least
partially responsible for a reduction in the levels of acceptance of, and
compliance with, a recently legislated and culturally imported .vstem of
taxation.
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3. The Equity of the Law
 

The present income tax law-
I/ calls for the collection of a progressively

increasing tax on taxable income, 
 The first JD 2,800 of taxable income

fall into seven brackets of JD 400 each, with a tax ranging from 5 per
cent to 30 percent of the bracket, or from 5 percent to 16 percent of the

cumulative amount. A eighth bracket covers incomes ranging between
JD 2,800 and 4,000, and is taxed at 
35 percent. The tenth and eleventh
 
brackets cover 
incomes of JD 4,000-6,000 and JD 6,000-8,000, and are
 
taxed at the rates of 40 to 45 percent, respectively. All income over
 
JD 8,000 is taxed at 50 percent.
 

Corporations pay a flat rate of 35 percent. 
 All taxpayers, except for
corporations* are assessed a social welfare tax which is calculated at

10 percent of their payable income taxes. 
 The following exemptions are
 
allowed under the law:
 

a. A personal exemption of JD 200 for single persons and JD 350 for 
married persons. 

b. An exemption of JD 50 for each dependent child, up to a maximum of 
four. 

c. 
Additional exemptions for the support of other dependents of JD 50
 
per dependent, with a maximum of two.
 

d. 
A deduction of up to JD 400 for each university student supported
 
by the taxpayer.
 

e. 
25 percent of the income of employees in the private sector and 50
 
percent of the income of employees in the public sector.
 

f. 
50 percent of the rent of a residence.
 

The progressivity of the law provides in general the basic elements of
 an equitable tax burden with proper redistribution effects. Some problems,

however, should be pointed out. 
 Both tax brackets and exemptions were
 set in 1965 and have not been changed since then. The inflation rate
 
during those 16 years has probably been in the order of 150-200 percent.

This would suggest that the JD 400 brackets should be increased to about

JD 1,000 in order to adjust for the "bracket creep" phenomenon, and to
remain in line with the original intent of the law. 
By the same token,
 

!/Law No. 25 of 1964, as amended by Provisional Law No. 13 of 1975.
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exemptions for dependents should be increased from JD 50 to JD 150.
The same would apply to other exemptions. This "bracket creep" is
not peculiar to Jordan. 
 It is present to some degree in any progressive tax system not adjusted, automatically, to inflation.
 

With the "bracket creep" situation, some of the poor will have a tax
liability. 
Consider a typical poor head of household with a wife and
six children, having an income of JD 1,200 per year and who pays JD 240
per year in rent. 
 His personal and family deductionswould amount to
JD 550; his rent deduction to JD 60. 
 He also gets an additional exemp
tion of JD 300 or JD 600, depending on whether he works in the private
or public sector, respectively. 
This head of household will have no 
tax
liability if he works in the public sector. 
 If, on the other hand, he
is a private sector employee, his taxable income would be JD 290 and his
liability JD 14.5 per year. 
 If he was not an employee, his taxable

income would be JD 590 and his 
tax burden would be JD 33.300. A 10
percent social welfare surcharge is applied to all non-corporate tax
 
liabilities.
 

Certain provisions of 
the tax law provide for special consideration to
certain sectors of the economy. This is normal, as income taxes have

traditionally been used as a tool of economic and social policy.
Exemptions from taxation for policy considerations include (1) the agriculture and animal husbandry sectors, (2) the increased exemption for
public sector employees, and (3) exclusion of 
income earned outside Jordan.
 

All income derived from agriculture and animal husbandry is exempted
from taxation. 
This policy was intended to encourage the flow of capital
to agriculture and to assist poor farmers and sharecroppers. 
 In one
 sense, the exemption has proved 
to be a "loophole" in the law as 
corporations and entrepreneurs are moving into agriculture, particularly
in the Jordan Valley where lucrative business opportunities are available.

This movement of capital, however, and the presumed increase in agricultural production, was a policy objective of the exemption 
to some
extent. 
This provision has also had the effect of exempting a good proportion of the rural population in general from taxation, particularly
 
the rural poor.
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The exemption of 50 percent of income for public sector employees would
 
appear to discriminate against private sector employees. However, the
 
practical application of the exemption is generally to narrow the wage
 
difference between the public and private sectors. Salaries in the
 
public sector are generally significantly lower than in the private
 
sector. 
This exemption is, therefore, a policy inducement to enter the
 
public service, and a means of offsetting the wage differential.
 

The decision to exempt income earned outside of Jordan from taxation
 
clearly favors Jordanians working abroad, particularly in the Gulf States
 
and Saudi Arabia. This exemption is not unusual. Most income tax sys
tems, including the U.S., exempt all or some of the income earned outside
 
the country. The GOJ decision to exempt this income was probably based
 
on very real and practical considerations. Even with the cooperation of
 
other governments, income earned outside of Jordan would be very difficult
 
to identify, and the enforcement of taxation would accordingly be hindered.
 
Remittances from Jordanians abroad represent very significant fund flows
 
for Jordan. It is very much in the GOJ's interest to encourage such
 
remittances. Taxation of income earned abroad may well significantly
 
reduce these fund flows, particularly in view-of investment opportunities
 
available elsewhere.
 

4. Equity of Implementation of the Law
 

The present implementation of the law probably provides good coverage
 
of salaried employees of governmental agencies and major businesses, as
 
well as registered public corporations. These two categories (employees
 
and corporations) are easy to track down since the former are 
taxed at
 
the source while the latter need to be officially incorporated. It is
 
estimated that 90-95 percent of the corporations and 75-80 percent of
 
governmental and corporate employees are 
included in the taxpayers' files.
 
The most difficult group to track is that of individual businesses and
 
their related withholdings. It is estimated that only 30-40 percent of
 
those are in the DIT's records. It is obvious that any improvement in
 
collection will have to address this particular group. Improving the
 
data processing capability of the DIT will assist in the identification
 
of these potential taxpayers. The development of procedural guidelines
 
for the implementation of the law can be expected to result in more
 
reasonable, equitable and predictable treatment of both new and old tax
payers. Both of those steps are indicated in the proposed project.
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The present system of assessment which depends on the judgment of DIT
 
assessors is a major source of inefficiency, inequity and possible
 
corruption. These problems can at least be partially ameliorated
 
through a system of self-assessment. Such a system, however, will
 
require (1) a wide-ranging clarification of the law, (2) a transition
 
period of intensive public relations and public education, (3) an
 
improvement of the ima ,e and attitude of the DIT. It could also be more
 
effective if tax rates are reduced by adjusting the tax brackets and
 
exemptions to more realistic levels, as discussed above. 
While self
assessment may be a desirable long-term objective, it is unrealistic
 
to expect full implementation during the life of this project. Actions
 
which are proposed in this project, however, are not inconsistent with
 
that eventual development. They are, in fact, necessary conditions for
 
its achievement.
 

Contributing to the inequity and predictability in the application of
 
the law is a factor which, although external to the tax department, can
 
also be ameliorated by the availability of clear procedural guidelines.
 
There are presently no accepted accounting standards which are required
 
for tax purposes. The accounting and auditing professions are not
 
organized into a professional society which might participate in the
 
setting of such standards, and in establishing licensing criteria and a
 
code of professional ethics and practice. This has resulted in an
 
increased lack of mutual confidence between tax asseppor-n
 
hand, and accountants and auditors on the other. 
This ic* ..... 

dence, coupled with the vagueness of the law, provide an "incentive" for 
not presenting the proper data to the tax assessor, since he can always
 
be expected to doubt the data and thus determine the tax liability to
 
be higher than indicated. The ultimate result is an uneven and uncertain
 
application of the law. The reduction of the latitude available to the
 
assessor and the development of accountiag standards which are accept
able to the DIT will both contribute to Lhe solution of this problem.
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5. Socio-Economic Effects
 

Total income and social welfare tax collections in Jordan are estimated
 
to be JD 32 million in 1981. Actual collections in the preceding three
 
years were JD 27.7, 22.7 and 19.5 million, respectively. Total col
lections in 1981 represent five percent of the total budget, and 12
 
percent of total local revenues. It is obvious that income tax, at
 
least in its present form, cannot be expected to produce a significant

portion of the government budget, or to significantly cover any major

losses in foreign assistance. To every tax bill, other than those of
 
corporations, a surcharge of 10 percent is added to 
cover the "social
 
welfare tax." 
 The rationale behind the exclusion of corporations from
 
the payment of this tax is not clear. 
 Funds collected through this
 
surcharge seem to be correlated with, but not equal to, the operating

budget of the Ministry of Social Development. The Ministry's total
 
budget seems to 
sum somewhat higher than tax collections, and represents

0.4 percent of the 1981 budget. Table 1 shows both social welfare
 
tax collection and the social development budget for the period between
 
1978 and 1981. If it is presumed that an increase in tax collections
 
would lead to corresponding increases in the social development budget,

then some benefits can be expected to accrue to 
some of the poorest and
 
most disadvantaged people in the country, through welfare and family

assistance programs, special education programs for the handicapped,

assistance to charitable organizations, and programs for women and
 
children.
 

TABLE 1
 

SOCIAL WELFARE TAXES AND EXPENDITURES
 
(In thousands of JDs)
 

1978 1979 1980 1981* 

Social Welfare Tax Collections 1,000 1,100 1,120 2,200 

Social Development Budget, Operating
Social Development Budget, Capital 

954 
412 

1,275 
575 

1,522 
635 

2,450 
375 

Total Social Development Budget 1,366 1,850 2,157 2,825 

*Estimated
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The uncertainty of present law, the paucity of clarifying regulations,
 
and the unevenness of assessment seem to have a negative impact on the
 
business environment. It appears to be impossible for an entrepreneur
 
or a businessman to incorporate tax information into his decision-making
 
process, since his tax liability remains to be unknown with any certainty,
 
until the actual assessment is made. This uncertainty is also expected
 
to discourage entrepreneurs from investing in the country, with the
 
possible exception of investments in activities enjoying a multi-year
 
tax holiday. This uncertainty may provide some entrepreneurs with an
 
incentive to move their operations elsewhere. Opportunities or alterna
tive investments and locations exist in the form of high-interest tax
free bank deposits or operations in countries which offer tax breaks for
 
off-shore operations. This escape of capital could mean the loss of
 
future jobs and employment opportunities which are vital to the future
 
well-being of the country. The removal of the uncertainties and the
 
unevenness in both the law and its implementation are important to the
 
alleviation of this potential danger to economic and employment growth.
 
This is particularly true in a country like Jordan which has a large
 
pool of fairly well-to-do citizens overseas who are potential investors
 
in the economy of the country and who have the option of investing else
where. To the extent that the proposed project will remove the uncer
tainties which are associated with tax collection practices, it is
 
expected to result in positive impact on the business environment and
 
on the associated growth in the economy and in employment opportunities.
 

6. Summary and Conclusions
 

The preceding analysis identifies some of the social and cultural aspects
 
of the income tax law as legislated and as currently implemented. As
 
noted previously, the law is progressive in nature and provides the basis
 
for a reasonably equitable distribution of the tax burden. As in all tax
 
laws, policy considerations favor some sectors of the economy. There are
 
some inequities in the law. There are also social, political and cultural
 
factors which make the tax collection effort a difficult one. Yet, more
 
significant inequities arise from the administration of the law. The
 
ambiguity of the law and the paucity of procedural guidelines for its
 
application has provided the assessors with a great deal of latitude in
 
interpretation which, in turn, often results in unequal treatment of
 
taxpayers and an uncertainty about tax liability. Inequities also result
 
from incompleteness of the tax files. While the proposed project dces
 
not address the question of tax policy per se, it does provide assistance
 
in areas which should improve equity and increase levels of collection.
 
These benefits should result from both an improved data processing cap
ability and the development of tighter procedural guidelines.
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ANNEX L 

ECONOMIC ANALYSIS 

In order to assess the economic effects of the project, it is necessary

to (1)analyze the impact of improvements in the DIT in relationship to
 
the program goal, and (2) review the relationship between project inputs

and outputs and proposed project results on a cost effective basis. The
 
purpose of this analysis is to examine each of these facets and, by doing
 
so, demonstrate the economic feasibility of this project.
 

1. Relationship with Program Goal
 

If the program goal is to increase domestic revenues in Jordan, it
 
is important to compare the various tools the GOJ has, or is pro
posing to have, for use in generating revenues. In the 1981-85
 
Five Year Development Plan, the GOJ proposes to 
cover current expendi
tures completely with domestic revenues by 1985. 
 In the past five
 
years, the GOJ has been running deficits, with current and capital

expenditures exceeding revenues. 
These deficits have been financed
 
by foreign granti (the level of which has been variable from 1975
1980) and foreign and dorestic borrowing, with the GOJ heavily rely
ing on the former, especially on loans with concessional terms from
 
other donor countries. Under the new Development Plan, the GOJ plans
 
to rely upon foreign grants and loans to 
finance capital expenditures

only; domestic revenues are to increase from 70 percent of current
 
expenditures in 1980 to 100.4 percent by the end of 1985.
 

In the past five years, the government's domestic revenue structure
 
has relied upon income from taxes (income, property, goods and
 
services, import and export duties) rather than from other revenues
 
such as those drawn from licenses, fees, and profits from government

firms. Tax revenues accounted for 64 percent of domestic revenue
 
during the period. Within the tax revenue category, import duties
 
were the most important source of income, comprising almost two-thirds
 
of total tax revenue from 1975-79.
 

Among the mechanisms already in place, income tax revenues show the
 
most promise for sizeable increases. First, tax receipts have grown,

increasing from 9.3 million in 1975 to JD 22 
 million in 979, as indi
cated in Table 2 of the PP. Second, Jordan only generates 12 percent
 
of its domestic revenue from income taxes as opposed to an average

of 18 percent in other LDCs. 
 Third, improved tax administration and
 
the broadened coverage of the income tax attributed to increased tax
 
revenues in the past five years indicates that additional improvements
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would be of value. Fourth, the low unemployment rate in the country

and the relatively high per capita income of Jordanians indicate
 
that the GOJ should be able to tap a fairly large tax base through

increased assessments and collections. To further bolster revenues,
 
the government plans to institute a real estate capital gains tax
 
and an inheritance tax in the 1981-85 Development period. In order
 
to achieve its goal of covering current expenditures with domestic
 
revenues, the Jordanian government also plans on holding back growth

of government expenditures. Government subsidies for fuel and basic
 
consumer goods are to be phased out by 1985. 
 Detail on government
 
current expenditures in the past five years is provided in Table L-.
 
As demonstrated in this table, the major components during the
 
1975-79 period were defense (42 percent), general public services
 
(20 percent), and social services (18 percent).
 

Increasing assessments and collections of individual and corporate

income taxes should not impose undue hardship on the Jordanian economy

by hindering growth of productive sectors. The government's system

of tax exemptions for investors, especially in export-oriented
 
industries, will continue. 
Since income generated from agriculture

is exempt, the foreign exchange earned by that sector's exports
 
will not be affected.
 

The structure of Jordan's Gross Domestic Product in recent years

is outlined in Table L-2. Growth in manufacturing, mining and
 
agriculture has been fueled by both internal and external demand for
 
products from these sectors. 
 The main export groups are currently

phosphates, manufactures, and fruits and vegetables. In comparing
 
the incentives provided by the Encouragement of Investment Law and
 
the present income tax law with the structure of the Jordanian
 
economy, one can see that the most benefit accrues to 
the largest

firms in the mining and industrial sectors. Although businesses are
 
taxed at a flat rate of 35 percent of net profits, those firms
 
largest in terms of gross capital and in key economic areas escape
 
stringent tax measures.
 



TABLE L-1 

Jordan: Government Current Expenditures, 1975-80 1/ 

(In millions of Jordan Dinars) 

Actuals Budget
Estimates
 

1975 1976 __1977 1978 1979 2/ 1980
 

General public services 25.5 34.6 43.7 44.3 57.7 55.0General Adinistration 25.0 30.9' TPublic order and safety 8.3 9.6 11.9 13.4 17.5 18.6 

Defense 
 48.3 
 93.3 82.6 88.6 114.9 118.2
 

Social services 
 23.b 29.5 35.1 54.4
42.3 59.3
Education 
 1 ..73 20.6 26.4 33.1 36.6Health 
 4.8 
 6.4 7.9 8.4 11.8 13.0
Social benefits and services 4.5 5.4 6.6 7.5 9.5 9.7
 

Economic services 8.7 10.7 12.8 14.9 19.5 19.9Agriculture 
 1.9 2.4 33.0 3.8 3.5Transport and ccamunication 
 3.2 3.9 4.8 5.6 7.5 7.8
Other 
 3.6 4.4 5.0 6.2 8.2 
 8.6
 

Other 19.6 17.8 21.4 45.021.0 48.9Public debt (interest and commission) 5 4.0 8.4 8.0 F-. IUInternal (3.2) (...) (...) (4.6) (4.8) (4.8)External (2.2) (...) (...) (3.4) (5.2) (5.2)
Refugee relief payments 5.8 3.3 4.0 4.0 4.0 4.0Food subsidies 8.4 10.5 9.0 6.0 11.0 14.9Fuel subsidies 3/ -- - 3.0 20.0 20.0 

Total current expenditure 125.7 
 185,9 195.6 291.5211.1 301,3 

Source: Central Bank of Jordan and Ministry of Finance. 

1/ Accrual basis. 
2/ Preliminary actuals.
3/ Not including subsidies financed outside the budget amounting to JD 18.7 million JD 16.4 million, JD 17.1million, JD 16.9 million, and JD 7.0 million, respectively, during the period 1975-79, and to zero in 1980. 



147
 

Table L-2 
SECTORAL GROWTH AND STRUCTURE OF GDP, 197.1-79 

Annual Growth Rates l/ As %of GDP at Factor Cost.
(levels in 1975 pricesT (in current prices)

1971-75 1975-79 1979 1971 1975 1979
 
Agriculture 5 -4 -55 (14.3) (9.6) (7.9) 
Public Utilities 18 19 34 1.1 1.1 1.2Mining and Quarrying 21 20 21 1.7 6.0 4.9
Manufacturing 6 17 18 8.4 11.3 15.8
Construction 7 20 44 4.4 6.0 9.7 

Industry 10 19 25 (15.6) (24.4) (31.6)Trade -4 7 4 29.8 17.1 15.8Transport 2 17 24 8.7 9.2 11.9
Adninistration -2 4 9 26.2 24.2 20.2
Others 
 0 4 21 15.4 14.5 12.6
 

Services 
 -i 7 8 (70.1) (66.0) (60.5)
GDP at factor cost 2 9 3 (100.0)(100.0) (100.0) 

l/ Growth rates calculated by least squares. 

Source: World Bank. The analysis of the eccnomic groth and its camponents is
difcult because of the lack of accounts in constant prices. 
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The 	current income tax law defines sources of income as that which
 
is derived from the following:
 

a. 
Gains or profits from any work, craft, business, profession
 
or vocation.
 

b. 	Gains or profits from any employment.
 

c. 	Interests and discounts.
 

d. 	Any obligation or annuity.
 

e. 	Rents from any land or building as well as any gains, premiums
 
and other profits arising therefrom.
 

f. 	Key money.
 

g. 	Profits from property other than building.
 

h. 	Profits or gains derived from trademarks, copyrights, etc.
 

i. 	Sums realized from insurance aghinst loss.
 

j. 	Sales of products outside the Kingdom.
 

k. 	Wife's income.
 

Exemptions include those which apply under the Encouragement of
 
Investment Law, incomes of local authorities, trade unions and
 
cooperative societies, religious, charitable institutions and trusts,
 
as long as this income is not derived from any trade or business
 
carried out by this entity; and income derived from any of their
 
pensions with some stipulations prescribed by law. Income derived
 
from agricultural pro.:uction and handicrafts, interest on public
 
loans, and dividends which have already been included in corporate
 
income taxes are also exempt. Individual, family, and dependents
 
are part of allowable exemptions as outlined in the social soundness
 
analysis section of this paper.
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Under the Encouragement of Investment Law of 1972, "economic projects"

receive special income tax exemptions on net profits. Economic pro
jects are those which: (1) are commensurate with the goals of the

general plan of econc-nic development and approved by the appropriate
 
government agency/agencies; (2) contribute to 
the 	increase of national
 
production with gross added value of not less than 20 percent of its
 
cost; (3) contribute to 
the 	support of the balance of payments; and
 
(4) are approved by the Council of Ministers. An approved economic
 
project must fulfill the following conditions:
 

a. 
It must be within the sector of industry, tourism, housing,
 
land reclamation or sea transport.
 

b. 	In the case of an industrial project, the value of its machinery,
 
tools and equipment shall not be less than JD 5000.
 

c. 
In the case of a tourism project, its cost shall not be less
 
than JD 15,000, cost of land excluded.
 

d. 	In the case of housing or land reclamation project, its cost
 
must not be less than JD 25,000, cost of land excluded.
 

e. 
It must be approved by the Council of Ministers.
 

Net 	profits of 
an approved economic project are exempted from income
 
tax and the social welfare surcharge if the project is owned by a
 
public shareholding limited company and is created outside of the
 
Amman governorate, for a period of six years from declaring the
 
project as an approved one and for a period of nine years of the
 
project. The expansion of a project not owned by a public share
holding limited company and created within the Amman governorate
 
entails a maximum exemption of 25 percent of net profits for a period

of three years. Privately-held as well as publicly-held businesses
 
receive benefits under this law, especially the largest concerns.
 
By the end of 1977, the number of various kinds of companies operat
ing in Jordan totaled 7,628 with a total capital of JD 394.8 million.
 
OF the companies registered in 1977 alone (1,355 with total capital of

JD 38.46 million), 1,270 were private shareholding firms and 85 were
 
public ones, with industrial or services and 
commerce activities.
 
However, the public shareholding firms represented JD 28.39 million
 
in gross capital.
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Another important facet of the Jordanian economy - remittances from
 
Jordanians working abroad - is not covered directly by income tax
 
legislation, since it assumed that these earnings are taxed at their
 
source. 
 Between 250,000 and 300,000 Jordanians have found relatively

well paid positions in Saudi Arabia and the Gulf States.' Remittances
 
per capita in 1979 were estimated at US $2,000-2,500.
 

As the thrust of this project is on improving the DIT's capacity to
 
assess and collect taxes, it is important to analyze where the improve
ments will have the greatest impact. Table L-3 provides a break
down of recent collections and taxpayers and shows the 1980 estimate
 
of potential taxpayers according to source.
 

As demonstrated by this table, corporate taxes currently provide

the greatest amount of generated revenues (53 percent), although

corporations comprise the smallest percentage of total taxpayers.

Because 85-95 percent of corporations have been identified by the
 
DIT and are presumed to be assessed regularly, additional assessments
 
by the DIT will be generated from private businesses and employees,

especially the former group, since only 35 
to 45 percent of this group
 
is now paying taxes.
 

Because no detailed information is available on how and where pri
vate businesses and employees fit into the structure of the Jordanian
 
economy, it is difficult to conclusively analyze the overall impact

of the project on the macro-economy. Based upon how the present
 
income system is structured, however, several conjectures can be made:
 

a. 	Identification and assessment of those businesses or self-employed
 
individuals who derive income from agriculture or handicrafts
 
will not increase revenues since these are exempted under current
 
status.
 

b. 	Identification and assessment of businesses and individuals which
 
receive sizeable benefits from the Encouragement of Investment
 
Law will presumably not increase revenues since these concerns
 
have already been identified through the Law.
 

c. 
Given the present structure of income tax exemptions, it is likely

that those presently not identified and who will be assessed in
 
the future, contribute to the services sector, especially in whole
sale and retail trade and financing, real estate and business
 
seivices, or in construction.
 

d. 	If these unknowns receive remittances in order to finance . their
 
operations, then these remittances could conceivably flow into
 
other investment areas outside of the country where taxes are less.
 



Collections/(000,000) JD 

Corporation 

Private Bus.& Self Employed 
Govt employees 

Other Eplcyees 


Assessments2/ Total (000) 


Taxpayers (000's) 


Corporations 
Private Business ilSelf Employed
Govt Public Sector 
Other Eployees 

Taxpayers (000's) 1980 

Corporations 
Private Businesses 

Govt employees 

Private Eaployees 


In Current JDs 

Table L - 3 
Inccme Tax Structure 

1975 - 1980 

1975 
9.2 

1976 
9.8 

1977 
13.3 

1978 
18.8 

1979 
22.7 

1980 
27.7 

6.0 
1.9 
.7 
.6 

8.5 

.5 

.8 

7.9 
4.0 
.3 

1.1 

10.8 
5.8 
.5 

1.7 

12.8 
5.9 
1.2 
2.8 

14.8 
7.6 
.9 

4.4 

76 98 117 122 134 149 

107.0 182.9 444.3 

.3 
30.0 
57.3 
19.4 

.6 
63.6 
79.6 
39.1 

1.0 
98.6 

217.0 
127.7 

1980 Estimate of Potential Taxpayers 

Min &Max 3/ If' BaseBase % Estimate- isMin% If
is 

Base
Max 

1.0 
98.6 
217.0 
127.7 

85% 
35 
90 
70 

- 95% 
- 45% 
- 95% 
- 80% 

1.2 
281.7 
241.1 
182.4 

1.1 
219.1 
228.4 
159.6 

444.3 706.4 608.2 

1/ Statistical data developed by IRS PASA employees and GOJ DIT: Newman Report Income Tax Characteristics; t.
IRS Draft Report for May 1980; DIT Status Report for 1980.
2/ Statistical data developed as follows: 
 Newman Report 1975, 1976, 1977; DIT and Ar Ravy 3/4/79;

1978 GOJ Dir of DIT 1980 Preliminary.


3/ Percentages are estimates of Director, DIT.
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Data generated from the 
1979 census should provide a better picture

of income distribution in Jordan. 
The last income survey was conducted
 
in 1973, making its conclusions somewhat suspect given subsequent

increases in income levels and widespread distribution of remittance
 
income. According to this survey, average wages and income from

self-employment were considerably higher in urban areas 
than in
 
rural -- the average urban income was 60 percent higher than the
 average rural income. 
There was a lesser degree of inequality within

rural areas than within urban areas (Gini coefficients of .32 and
 
.42, respectively). Income distribution was also marked by a wide
 
disparity among regions.
 

Given the extent of Jordan's urban population (approximately 85
 
percent live in urban areas) and the extent of economic opportunities

in the cities, particularly Amman, it is expected that increased
 
efforts by the DIT will focus on city taxpayers. This is underscored

by the fact that the DIT's offices are located in the largest urban
 
centers, and assessment and collection are easier to conduct and

administer in these areas. 
 Impact on particular groups within the

cities is difficult to ascertain, but it is presumed that improved

tax procedures will translate into increased tax collections from
 
the urban self-employed and property owners 
-- two groups which are
 
apt to underestimate their incomes for tax 
purposes.
 

The following table provides an illustration of the impact of the

proposed project on 
tax revenues and assessments. It shows that by

the end of the project, approximately 250,800 assessments will be

made by the DIT involving JD 56,700,000 of revenues. End-of-project

status also entails a reduction in the cost of collecting tax revenues

which will be discussed in the next section of this analysis.
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TABLE L-4 

PROJECTIONS OF TAX REVENUES AND ASSESSMENTS 
Without Tax Assistance Project 

1980 1981 1983
1982 1984
 

1/ Tax Revenues (000,000) 27.7 32.0 43.037.1 49.5 

No. of Assessments (000) 149.0 181.1163.0 199.0 219.0
 

S2,/ Average Assessment (TD) 185.9 195.2 204.9 215.2 
 226.0
 

With Tax Assistance Project
 

1/ Tax Revenues 27.7 32.0 38.7 46.9 
 56.7
 

No. of Assessments (000) 149.0 163.0 188.9 217.9 250.8
 

End of Project Status
 

(1)Assessment increase to 250,000 pa, an increase of 15%, 
or
 

(2) 90% (143,600) of all private employees, eligible for withholding

participating in tax withholding system --
an increase of 28%
 
above current participation.
 

1/ In current JDs
 
T/ Average amount of Assessment to increase .5%.
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2. Relationship Between Project Costs and Project Results
 

As detailed in the project description, project design relies heavily
 
on 
technical assistance and training to the DIT. AID's contribution
 
to the total project cost consists of two long-term PASA IRS. advisors
 
for 24 months each and 12 months of technical expertise in the form of
 
short-term assistance. The training component of the project consists
 
of 12 months of participant training in the U.S. and in-house short
 
courses for DIT personnel and, to the extent possible, for other GOJ
 
employees. In light of project outputs of improved operational
 
systems for income tax assessment, collection, clerical processing,
 
and administrative services; developed capacity for training in manage
ment and systems development maintenance; and operational ADP systems;
 
the project design properly focuses on gaining the greatest impact

within the DIT. The greatest share of inputs goes to the functional
 
areas which should receive the most benefits from AID assistance -
the assessment and collection units and the data processing office.
 
The increased efficiency of the DIT depends on this focus in order to
 
reduce the administrative costs of collecting taxes. The training
 
component of the project should reap benefits by providing managers with
 
the improved capability of managing human resources. The economic
 
returns of the ADP equipment will be felt by the end of the project in
 
terms of increased utilization for maintaining tax rolls. The ADP
 
eqiipment will accrue savings in terms of employee time needed to keep
 
proper records. Taxpayers will save time from the streamlining of
 
procedures for assessment and collection. .axpayers will also save
 
time when self-assessment becomes standard practice.
 

As Table L-4 indicates, the difference between the total number
 
of assessments made by the DIT with and without project assistance is
 
31,800 from 1981-84. This represents approximately 15 percent more
 
assessments than would normally occur. Although technical assistance
 
in the form of the resident advisors will end in late 1983, the effects
 
of their assistance transposed into additional assessments will not be
 
felt until the end of the next calendar year.
 

In terms of AID's contribution of US $1,000,000, this represents an
 
expenditure of US $9.82 per assessment. Past technical assistance
 
from August 1978 to November 1980 involved expenditures of $251,000
 
or $7.84 per assessment. The increase is attributable to the following:
 

a. 
U.S. technical assistance in the past focused on the elimination of
 
basic technical problems which were impeding assessment the most.
 
Those additional assessments which were the easiest to identify
 
were incorporated into the tax system quickly.
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b. 	U.S. technical assistance now aims at solving those problems

which are most difficult to remedy in the short term.
 

a. 	Long-term technical assistance costs more than short-term and
 
this assistance is also more costly today than in the past.
 

I. 	The project will lay the groundwork for Jordan's income tax
 
system's future development. Therefore, short-term assistance
 
cannot cover all the areas which require attention.
 

The economic benefits to the DIT will increase in future years as DIT
 
implements self-assessment on a broad scale. Expenditures under this
 
project will contribute to savings gained in theDIT long after the
 
project ends.
 

The 	proposed project also provides for training whLch will not neces
sarily be limited to the DIT. Since the short-term courses which are
 
covered by project costs will reach other GOJ employees, potential
 
project benefits will carry over into other agencies. Table L-5
 
shows the breakdown of short courses and the potential for training
 
DIT 	and other go ant, employees.
 

The inclusion of two project advisors from IRS is necessitated by the
 
amount of work involved and by the fact that one advisor is needed to
 
concentrate on ADP operations while the other will serve as a general
 
advisor. Project costs for technical assistance are high since the
 
required expertise cannot be confined to one person. In addition,
 
other aspects such as translating the training material into Arabic
 
are necessary expenditures now which will have benefits in the future
 
for an on-going training program.
 



TABLE L-5 

TRAINING COMPO1ENT SHORT COURSES 

Course 

1 Implications of ADP for executives 

Length
of 

Course 
2 days 

Maximum _ 
Trainees-

20 

Maximum 
Training 
Time 

40 

Minimum 2 
Trainees- / 

82/ 

Minimum 
Training 
Time 
16 

2 

3 

4 

5 

6 

Management Skills Seminar 

Intro. to ADP Technology 

Basic ADP Systems Design 

COBOL Progranining 

Job Specific Income Tax Dept. 

12 days 

12 days 

48 days 

48 days 

8 days 

40 

30 

30 

30 

50 

480 

360 

1440 

1440 

400 

15 

10 

10 

10 

50 

180 

120 

480 

480 

400 

( 
Convert to (
calendar 

time -6 x 7( 

4160 

4853 

1676 

1955 

I/ Maximum with other agency participation
2/ Minimum confirmed to Income Tax Dept.
Ti Trainees will probably receive multiple courses. 

13 years 
oftraining 

5 years 
of 
training 
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3. 	Summary and Conclusions
 

The following can be drawn from this analysis of the Tax Assistance
 
Program:
 

a. 	Increased emphasis on income taxes can generate additional domestic
 
revenues for the GOJ, as indicated by past increases and the low
 
percentage of income taxes in terms of total domestic and tax
 
revenues. Import duties will continue to remain important.
 

b. 	In order to achieve its goal of covering current expenditures by
 
domestic revenues, the GOJ is planning on increasing revenues from
 
taxes and holding down growth of government expenditures. The
 
structure of public expenditures will probably not change in the
 
next Development period.
 

c. 	Increasing assessments and collections should not impose a hindrance
 
to investors. Tax exemptions for agriculture and export-oriented
 
sectors will continue.
 

d. 	Increased attention on assessment and collection will be directed
 
to those firms and individuals which currently are escaping from
 
paying taxes. The focus of the DIT will be on such groups in
 
urban areas.
 

e. 	Elimination of the uncertainty of the present tax system will assist
 
business decision-making. However, the climate for foreign and
 
domestic investment will not be necessarily enhanced for increased
 
investment.
 

f. 	It is uncertain as to how improved assessment and collection will
 
affect income distribution in Jordan. Impact will most likely
 
fall on the urban self-employed and property-owning groups.
 

g. 	Project design allocates inputs to those scztions of the DIT which
 
hold the most promise for improvement and which will benefit the
 
most from additional resource inputs. These sections are also those
 
which have the greatest impact on increasing tax revenues.
 

h. 	Project design indicates that in terms of U.S. expenditures, the
 
proposed project is economically feasible due to the perceived
 
benefits in lowering administrative costs of the DIT, improving the
 
operational capacity of the DIT as well as other GOJ agencies.
 



As seen in Tables L-6 and L-7, administrative costs for the DIT will decrease as a result of the

project. The reduction of administrative costs will be noted by the end of project and will continue
 
to decrease after the project ends. 
 Lowering of administrative costs will even be more noteworthy
 
as soon as the Department converts to self-assessment.
 

TABLE L - 6
 
DEPARTMENT OF INCOME TAX
 

ILLUSTRATIVE REVENUE PROJECTIONS WITHOUT SELF-ASSESSMENT
 

1981 1982 1983 1984 1985 1986 1987 1988 1989 
 1990
 

Tax Revenues 32.0 38.7 46.9 56.7 68.6 79.6 
 92.3 107.1 124.2 144.1
 

Operating

Expenses .5 .6 .7 
 .8 .8 .9 1.0 1.1 1.1 1.2 

Cost Per Dinar
 
of
 

Revenue Collected 1.6% 1.6% 1.5% 1.2% 1.2% 1.1% 
 1.1% 1.0% .9% .8%
 

L-. 



TABLE L - 7 

DEPARTMENT OF INCOME TAX 
ILLUSTRATIVE REVENUE PROJECTIONS WITH 
PROJECT ASSISTANCE AND SELF ASSESLENT 

JD (000, Ooo) 

1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 

Tax Revenues 32.0 38.7 46.9 57.7 70.9 87.3 107.4 132.1 149.3 168.7 

Operating
Expenses 

Cost per Dinar 
ofRevenue Collected 

.5 

1.6% 

.6 

1. 6% 

.7 

1.5% 

.7 

1.2% 

.8 

1.1i 

.9 

1.0% 

1.0 

.9% 

1.1 

.8% 

1.1 

•.7% 

1.2 

.7% 


