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I SUSTANTIVE REPORT 

A. Project Status 

1. General 

As we begin to approach the half-way mark, we have to
acknowledge that 
 the project is falling behirnd schedule. 
The schedule was an ambitious one, attemptirg to do in four 
years what had never beer done anywhere before in a similar
 
space of time. Was the original project design too
amibitious irn view of the developing-country milieu within
which projects of this nature have to. furction? Based uponthe experience of the last year arid eight months since
arrival of the first advisors, we would have to answer in
the affirmative. However, this does rot mean the projectcoul d not have met its origqinally targeted schedule, had allthe assumipt:ions made in the design beenr met. Of course for
those of us who have worked in many countries and projects,

we know that rarely, if ever, do many o:-f the 
 cptimisticassumptiors attain validity. In the case of Ecuador,
perhaps unduly i nfluerced [y the extremiely successful pilot

project conducted in 1984, 
 more was expected. The
enthusiastic eritry the Gcoverrmertof new in August, 1984,
added ever greater impetus to these expectations. They have
riot, hi ,ver, materialized to the extent origirally
 
cortemplned.
 

At this poirt it is clear, for example, that it is
highly unlikely that the 
 fully developed arid decentralized 
cormputer processing system as conterplated in the project
design can be met within the present time frame of the
project. Also-, while it is likely that the reorganizatior

will be fully irplemerted within the project's 
time period,
it is unlikely thw4 
 it will be as firmly entrenched as

desired, with all elements 
 of the new organi zat ion
furctioriing at optimum levels. We are approximately ore year behirid where we had hoped to be in both efforts. Prior
 
reports arid this provideone the reasons for this situation,
but simpYy put it derives from the failure of the government
of Ecuador to focus adequate atterit iorn arid support tc 
meet irig project objectives on a more timely basis.
 

The above needs be said, it beto but must put inperspective s, riot
as to lead to unduly pessimist icconclusionis. Considerable progress is being made arid so far
the project can be seen as exhibiting considerable success. 
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The reorgarizatior, is in the 
 process of irplerentation;

studies have been completed that should lead to- moving 
the
 
computer pro-icessin g toward 
 fruit i,_-n; ccnsiderable training

of managers arid technicians has been completed and a base
 
established for a considerable extersi,-°n of such training;
 
new delinquent collectiozris 
 and returns filing programs as
 
well as new arid expanded audit pro-grarmis have been
 
irtroduced, ard coverall 
 co,llecticons have ircreased 
 at a
 
highly satisfactory rate. 
 All of this has been accomplished

by a Gcverrment that has beer increasingly beleagered

politically and that 
has had tco contend with a colossal drop

irn petroleum prices as well 
 as natural disasters. In view
 
of the latter, we must face the probability that collections
 
will rot cor tinue to increase at the same extrermlely high
 
rate experienced during the 
past two years.
 

At the close of the period for the last semi-annual
 
report, it was reported that the outstand ing Minister of
 
Firance, Dr. Albert 
Dahik, had beer removed frm office arid 
a new Ministce.r had riot yet been nnried. On October 30 senor 
Domirgc C,-rd,vez, Subsecretary fcr Admi nistraticr in the 
Ministry o-,f Fin ance was named as the new Minister. He has 
cont irued the sarle excE-.1 erlt ti-p management team in the 
Direccionr Gener'al de Rentas. 

-z
Collecti,_nr, to date have beer 
very grati fyirg. In
 
1985, cc'ollectio-ns oF B/ 49. 1 bill s were 49.3 % 
ozver 1984
 
col lectirs in currrent sucres aid 19 % higher in ccrstart
 
sucres. This initial 
partial year of the prc-,ject was aided 
toc smc exterit by the carry over cf programs put into place
in the fornler pilot prco-ject as well as the renewed emphasis
the present project engendered. Colle.ticns in 1986 were S/
B3.3 billor or 64.4 % over 19835 ir current sucres arid 32% ir 
coristant 19B5 sucres. In terms cf the base year 1984,

collectior s in coinstart terms were 61% higher in 1986. In 
terms of the project go-al, s/ 16.7 bil iin cf the S/ 25 
billicin goal or 67.8% has beer achieved as 
of the end of
 
1986. During the first 
two mc-ths of 1987, cc-llections were 
35% cver 1986 in current sucres, shcowing a ccirut inuing
increase, but sc far at a lciwer rate of increase.
 

2. Revenue Gene'raticr Activities 

a. Impro-ved Cc-llecti-rs arid Returns COmliarnce Systems 

Durirg this pericid the nrumber i-,f agentes tributari,-,s
increased back up tc its authcrized staffing cif 50 as a 
result of inter.r I tnmiits, However, the additional
20 agertes tributarios that were expected 
t-,_be financEd ut
of AID project funds were nucit hi red. With the release of 
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funds resulting from approval of the new organizatior forthe DGR, other delays ensued en getting approval from theNational Perscrnnel Office. Finally, with 
 the financial
crisis brought or, by the March 5th earthquake, the Ministerhas decided not to request approval for the new positions inthe 1987 budget. However, he is expected to request thatAID provide project funds for the whole of 1987 for the 20posit ions with a commitment to have them transferred to the1988 budget. There are sufficiert funds in the pro.jec forthis and we are hopeful it will be approved. With thepresent staffing, however, only three of the five regionalDepartamentcs de Control Tributario, have been established,Note, Austro and Litoral Central. On a happier note, the3 rmorths back pay problem menti oned in, the prior report wasresolved, with payment made in February from project loan 
funds. 

Delinquent accounts collect ions for the year 1986ari1ounted to a total of S/ 1. 4 billion, an average of S/166.7 mil i on per mont h. Due to several factors,ccl lections of del inquent accounts have been dropping ardprobably will cortinue to dr::p in the ensueirg months forseveral reasons: (I) most collectible large accounts havebeen collected because priority was give to larger casesthe first mont hs of the program, 
iol 

(2) the easier cases havebeer, collected, leaving the harder or ronr-col lectible casesin the inventory, and (3) time is being allocated to workdelinquert sales tax returns. This could possibly be offsetto some extent by the emergency program now under way (see
below). 

The delinquent returns prograrm was expanded ti, includeregistered businesses which have never filed sales taxreturns. Although 3000 riotices were issued, prograrls wereriot recorded surfficient ly to serve as an accurate to,ol fcormeasuring results. Reports, possibly not reliable, indicate
that a large majority of the delirquency notices were 
 issuedto taxpayers who could not be located, or to taxpayers whohad already f iled, but less than 10% Filed returns due tothe program. The amount of actual co llections o'btainedcould not be compiled for lack of informatiorn. This hasbeen disappo in t ing and certainly irdicative of problems inprogram management. The newness of the prozigram, shifts ir,personnel relat ed to the re:rgarizatior and the delay irimplemerting the latter were cont ributing factors. However,it goes deeper than that ard irid icates cnce rm-reinadequacies thein the management structure of the DGR, whichwe are trying to see improived through the reorganization
process and its corcom it ant management trair, irig erimphasis.
But, it will be a long haul. 
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Progress has 
 been 	modest toward the project goal of
doubling the number of 
sales 
 tax 	 filers (Trarisacciones

Mercaritiles) 
and 	 increasing by 
 50% 	 the number of global
income tax filers. In 1985 the number of global 
irccome tax
filers was 176,800, up by 9100 
or 5.4% from the 
 167,700
filing in 1984 
 (the base year). A court 
 is rot yet
available for 
the number of returns filed in 
1986. Because
of widespread evasion, emphasis has been 
placed on improving
sales tax compliance. It 
is difficult 
 to 	 measure the
results from this emphasis since 
 it has been impossible to
establish a reasonably firm 
 base prior to 1985. In 1986,
33,600 filers were registered, 5400 
 or 19% over the 28,200
filers in 19B5. 
 We can assume, 
 but 	 not prove, that
projecting back to the base 
year 	1984 woLuld show a greater

increase toward 
the goal.
 

Under the reorganization the two 
new 	departments under
the 	Subdireccion General 
de C-oritrol Tributarino, Programacion
y Coro nl and Normas y Tecr,icas slowly came into o-°peratior.
Work 	plans have 
 been prepared, subrnitted arid approved aridwork on new pr':cedua ra manuals begur. Ircluded in thelatter will be 
 improved enforced col:,llection procedures at
the 	Provinc ial ard Regional level-, 
 as a 	result of studies
completed du-ring 
this 	peri'od. 
 Brcoader statistics are 
 being
cormipi led to establish an improved base from which program
needs arid progress can be measured. 
 Ar early effort will be
made 	to develop a 
better reportin. system and to see that it
is 	 full y fc llowed so that p'ograms car be adequately
 
evaluated.
 

The Ministry ordered that 
only 	50i% 
 of the staff located
ir the Direccicn Genrera1 
 de Rentas buildirig should be
present because of eartthquake damage. 
 An emergericy prograrmof alternatirig days 
was 	developed arid implement ed to utilize
this staff in a city-wide canvas 
 to verify that taxpayers
are 	 reg ist ered as businesses 
 and 	 are 
 fi 1i ig ret urrns.Additi,-,nially, 
the 	 Agertes Ttributarios in, 
all 	 areas 
 were
instructed to concentrate or deliniquent acc,-,urts (titulos de
credito) regardless of value or 
 source. 
 The 	program wasimplemerted the last 
week ,-,f March 1987. Bo-th 
aspects cof
the 	program are geared to increase 
 revenue collections

relieve the financial crisis caused 	

to
 
by the brokern oil line
that 	sto-pped oil exports. 
 Additiorally, 
 the 	 masterfile
(RUC) will receive in fo,'rmatior 
from 	the program to register
new 	taxpayers, address arid/or activity changes arid 
 business
 

deaths, etc.
 

b. 	 Improved Audit System
 

Progress cortinied ir improvirg the audit 
 s stem,
although at a slower pace thar had 	beern hoped for. Here
 



agairn, the delay ir, reorgani zat ior, had its impact or
reaching desired goals. 

The Subdirecci or General de Determiracio, Tributaria(Nat ional Audit Divi s i,-,nr) has ,-,r 1 y its Programrmi ng andControl Department functioning. The Norras y Procedimientos
Department is staffed arid ready to move to its designatedquarters in April. The Departament, de Prograrmacion- yC,-,ntrol has prepared its first rational audit plan for FY87- 88. Selection of returns was made by number arid grade ofauditors ir each reg.ior after extersive consultations withregiconal audit clhiefs. The Nationial Office concept wasfurther st rengtherned by exterding the visitation program to mon itor established projects, such a. a program to identify
purveyors to: govereren t irst itut ionis. 

A decisir by the Director General that Transacciories
Mercantiles (Sales Tax) returns could be audited ard thecases cl osed without auditirg the concurrent i ncorie taxreturns has cleared the way for the devel opment of therecommended special audit program to increase coverage aridprovide some degrece of- co,mplian :e in this crucial area. 

The i nstructo'Trs marual for the standard audit coursehas beern dellvered to the Ministry of Finance Nati,-,rialTrai ring Center for reproduct ior,. The Departamerlto deProgramaci on y Cortrol is coordinatirig with the Natio r alTrairir g Center ard Regional Audit Chiefs for schedulirg ofthis course. Sirice the course was developed to staridardize
procedu res arid improve audit techriques nria rat iornal level,it is planned to have all auditors receive the training as 
soon as practical. 

The computecized audit time reporting system is rotinstal led arid functio, irig because the mico computers haverot yet arrived, ard because cf constant changes ir how datawas to be entered on the or girating document by theaudito rs. This has row beer resclved ard the mrnithly report
form redesi gned arid approved. Inistructicr,s or 
 its use willbe issued duri rg a visitaticr program by the Departmeinto de
Pr,:'gr-amaci,on y Cortlr inri 1pril. 

These has been a cintinrued irprovemerit inri the number oftaxpayers audited, deficiericies assessed arid ir uIappealedcases. In 198G 5,974 taxpayers were audited compared to3,445 in 1984, wibIh deficiencies assessed totallir g S/ 4.57billion compared to- S/ 2. 35 billicr, arid the amount ofunappealed cases totalling S/ 2.1 billion- compared to 1.2billion. Usirg 1984 as t he base""al W year, mo:,vemerit toward the" in1U61-",°t e rumUer of taxpayers audited has beerbrisk, with 86.7% of the goal already having beern met. The 
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average arilOurlt of uLrappealled cases o-f S/ 5.3 million while

showing a signi ficant 
ircease of 62.3% 
 in current sucre

pr:,ductio rn 
over the 19B4 average of S/ 3.3 million, remaired 
static in constant 1984 sucres. The g]air registered was 
offset practically erntirely by inflatir, registerirg Only
S/ 3.4 billion after 
applyirr the deflation index. Programs

aimed at broader coverage have had 
ar impact or increasing
the r imber of cases audited, but have rot yet yielded the 
desired increase irl money product ion. The forrier is, of
coiurse, more irpottartat in prey:vid r an impact ,-,r increasing 
cverall ccmpli ance. 

Or Octc:ber 9, 1986, the new organizatioral stricture
 
was published 
in the Registro Official, giving it the full
fcrce cf law. With the return of the Director General arid 
pPircipal Subdirector. General 
from the management course ir 
the United States later that month, steps were immediately
initiated to begir implemerntation of the new ogarizatior.

At tle same time, with 
 the sat i sfaction of the conditior,
 
precedent ,of 
the Project Agreemert efforts were 
begun with
USAID to step-up activities to:,ward 
acquisition of equipmert

ordered log aoo, but held 
up by the suspersion of funds.
 

UnFc rt unately, the early phases of imniplemeritirig the
reorganization did not proceed as rapidly had
as been

planined. This was due to (1) the obviously difficult 
problem of selec-:t ing arid reass ]rigning perscrrel within the
 new struct.ire (a) relocat ing perso 
 vnel withi n extremely
1 imited Of&LcUe space and tlie(3:) long delay in gett irig

Niri isteria approval 
of the proposed personnel assi gnmerts. 

However dur ingq the per oFiod this repo'rt, prcogress was 
made and 1st
the phase cf the reorar, i zat i on, the
 
establ i shrmerit of the Nat iona 
1 Df f i c, is essent ially
completed (althoug.h, of course, wel behird the schedule 
originally plariried). To prepare the new Departmerit Chiefs
 
and their initially selected staffs 
For their new role in 
the new Nat iorial Ofrfice structure, a series of semirars were
ccrducted. Initially a one day sermirar was .giver to all 
department chiefs arid subdirectors general, which covered a
 
thorcugI review of rew
the organi zaticnal str'ucture, the
plan fcr implementat ion, a view of 
 each individual's
 
resporisabilities, discussion cf the kitrd of activities arida 

projects that each begin
must 
 to undertake, arid generalPuld .lins,aon de-velopi ng urmet iciral management act ivit ies.
Handouts for the participants were provided 
 for the areas
 
ccvered. Subsequently, each Department Chief, the
with 
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assistance of the 
 advisors, gave 
 the same seminar to the
personnel of his Department. 
 Through this process, over 100
officials 
and techinciars 
 at the national level were
reached. Subsequent sessions were 
conducted 
 in each
principal funct ion as reerffrcelent 
 and to move the
reorganizatior 
process alongrj. 
 Also during this period the
new departments began 
 the planning process for 
 1987
programs, still 
initiated 
 under the former rode since thedepartments were 
 groping along in their 
early stage of
 
f,-,rmat ion. 

At this pc-int, the reg iors 
 also are partiallyreorgani zed, 
 wh ich was pl annred as phase 
 I I of theirmplementation. 
 Early 
in the phase I implernentation, visits
were made to the 
 var i,,us proto reg ions tc, init iate
inplermentatior 
there. This did not 
follow the origin al planand, in fact made 
 the implement ation soriewhat chaotic.
However, this 
is the nature of the Ecuadorian reality and
altho, ugh it contributed to slowing down the completion ocf
phase I, 
we can now take advantage 
of beirig somewhat down 
the road in phase II. 

b. Restructured pr,-,cessingj '_Sst erms 

The Systems Department 
 in the reprograrmling of 
 the
Transaccicres Mercantiles 
 system has finally overcome 
a
steep learning 
curve invclving the 
 new UNIX nliri-coriputer
employed in the new Transacciones Mercantiles system in use
of UNIFY, a 
 re lat i oral data base, the C lang uage, and
various UNIX 
utilities. 
 All. prosgrais 
 have been converted
arid tested and actual productin
r, will begin in April with
the NCR 91.)0 mini comiiputer being released shortly after.
While pr,-,gress 
 ir programm irg was unexpectedly sl,_cw, the
tools and techniques learned during this perio-d will form a
basis for al future proLrarm irig efforts.
 

Additio nal UNIX applicatincrs 
 under design are the
Cashier system for 
 P ichiricha and the Secretaria 
 General's
office pro-cedures. 
 The Secretaria 
 appl icatio-ns will be
installed on 
r icro computers but usin g an UNIX ervircnrnlerit. 

The overa].l system desigr 
ard equipmert specifications
for the regional c,--cmputer centers is in The
draft fcrm.
specifications will reflect 
 a ccntinued commitrmerit to the
UNIX enivirnniment in the regional centers as 
throughout all
of the DGR mechanizaticn 
program. 
 Until the design and
specifications mo:-ve 
fo-rward, delay will 
ccintinue in getting
to the inlplementation stage cf the decentralized ccmputer
Mr, . inj ia t -'rm. With bhu new yst emus Department niw ri1orefirmly organized under 
 the reorgarization we 
 hope that we
 
car begin to see greater progress.
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The Ministry of Finance's Direccion de Orgarnizatior ySistemas replaced their olider IBM central computer with new IBM 4381 model 12. 
a 

The new co-rputer, some two to threetirmes faster than the previous model, will be used
support 
 addit ionial applications in the Customs agency,
tc, 

although all DGR applications presently using the centralcomputer will benefit from the increase irn performance. Dos'sSystems and Prograrngi rrg Department, h,-,wever, has givenpriority to reprograrmming the data entry portion of theincome tax returns processing rather than the instal lati,onof the new RUC system. The new RUC systerm is in danger
being abandoned if not giver the proper attent ion. 

of 

The Pilo t 'ro.ject for the Cashier system in Pichinchacould not be completed because of the 1ack of mi croc,-omputers for testing ard installation. The unarticipateddelays in purchasirg ard delivery ioif tothe micro computersthe DGR was caused principally by the Ministry of Financedelay i ri the reorgjar i zat i on ard i r USA ID' s curibersomieprlcLremernrt procedures. This means that word processors andmicr, computers expected in the DOR in November or December1986, will riot be delivered urtil June or July 1987.Several s,-,ftware and hardware ,-,rders either cancelled ,o'rdelayed have further ,omp] icated the delivery of furction'riing 
equi prmerit. 

Alnother factor cau sirg delays ir the prc essing areathat ,--f human resources. The Subdirecci,-ri 
is 

de Procesamientto 
y Recaudacio, newly established under the recorgarization,has had an act irng Subd irector General ramed o-nly veryrecently. Consequently, overall direction has been lackingor iro-nisistent at best. The Departments of Pr,-,gramacio,-n y
Control and Sistem.,s are understaffed 
 b,-,th tecnically andnumerically. Four cc, 1.1ege students oin ;emporary assi gnrerts
as data entry pers,-onre l, hut 
 pr,.j ect trained as UNIX programmers, were not reh i red at c::,nt ract ex pirat i ', rl ,:,nJanuary 1987. It appears that the Natior al Directo r ofPersornel withheld approval in retaliat cr:n for the recentdismissal of his brcot-her from the DGRs iAudit Department.

This has reduced ihe programmiig staff ir half 
 at the verytime the DGR needs. to build this area fcr the rear future. 

4. Training 

Fifty ore audit personnel in Guayaquil, includirg allsupervisors arid upper Fprade auditors, attendedranagerial seminar an 8 hourbased on the six Peter Drucker videotapes. This was an extersiozrn to Guayaquil of the sameseminar given in Quito during the last reporting period. 
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A group composed of the Director General, Subdirector 
General, Tecnico, Project Coordinator and the Chief of Party
visited the Interamericar Center of Tax Administrators 
(C. I. A. T. ) in Panama to explore areas in which C. 7.A.T. 
ccould collaborate with the D.G.R. ccmplemertary to the 
effo,rts of the advisory team, especially in the area of 
train ing. C.I.A.T. presented proposals for several courses,.
f. om which two were selected: Auditing of Companies 
Utilizing Computer Systems arid General Tax Administrat ion.
 
Plans are underway to utilize the latter course which 
 will 
be given for two weeks in Panama and will be funded from 
project grant funds for which a waiver is needed and is now 
being scught. 

7 proigrammers received 2 weeks training in the UNIX 
operating system and the C language (however 4 cf these were 
not reh ired after contract expirat icon in January, see 
Rest ruct ured l'r:,cen'sirig Syst em). 

10 progrnr, e's and system perscnnel attended a three 
weeks ccurse in the UNIFY data base system including 
interface using the C languagqe (again the same 4 programmers 
rent ioned above were not reh ired after their January 
expiration date). 

The standard audit course was completed and classes for 
auditors are schedule to begir in Guayaquil and Quitc the 
latter part of (April 198-7. 

Seminars wer'e conducted for all department chiefs and 
their staffs, provc irdig orientatio r in their new functions 
under the on, cver keyrecrgan i zati reachirg 100 personnel. 

A two day management semrinar was giver to 17 cfficials 
who have beer selected for key pcsit ioris at the Nat ional and 
Regional levels of the new crgarizaticr. The seminar was 
shcrtened frcm the three days that had been utilized for 
past seminars since marny participants had attended other 
seminars in ccnnection with the recrganization and it was 
felt that soime of the mater ial wculd be repetitious. 

The same group of 17 participants left on March 29 for 
a 4 weeks I.R.S. ranagement course in the United States 
which will include 2 weeks in Miami and 2 weeks in Fhcerix, 
Ari zora. 
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B. Plars for the Next Six Mrt-h PFeriord
 

1- Getera .
0 

Collections for this 	 first 8 months cf 1987 (through
August) are expected to reach S/ 73 	 billion or 36% over the same 	 period in 19aG. In constant terms arn additioral S/ 20billrion will have beern collected ,ver the base year 	 of 1984,resulting in 00% cf the project goal of S/ 	 25 bilion being 
ache i ved. 

a. 	 ml? roved Collectiorn and Returns Co'rpliarnce S_ stems 

20 new agentes tributarics will 	 be recruited and 
traired. 

A basic prccedural manual for "C,:rrtrol Tributari,-" willbe complet ed. 

Improved reporting for the 	 funct ion will be developed 
and imsplernerted 

The re-mainii n two Regio ral Departmenrtos de CortrolTributari' (Certrc, and 	 Manabi) will 	 be established arid
fuAction irg with, n the pattern ,of the new orgarizatio nral 
struct 	 u re. 

b. mp co e Ru d :i _ S_sLe
 
b- 1mrvd3d~~-em'
 

The NorImas y Procediriertos Department, irstailed and 
furct iorirg. 

Audit 	 proram in Transacciores Mercartiles devel, ped
and implemerted. 

Computerized audit time 	 reporti system irstalled and 
furct 	 iornring. 

Review Sect inrs cperaticr ral ir the three 	major Regioral
Audit 	 Departments. 

Office audit funct ion cperational in the three major 
Regional Audit Departments. 



3. Orqariizational Improvement A tivities
 

a. D. G. R. Re,-,r Qariz ation 

The secorid phase of the re,-,rgarizatior, establishirng

the basic regional structure 
in all five regions, will be
 
irlp 1emert ed.
 

Phase three cf the recrganizatio, 
which includes the
 
studies preliminary t,-, beginning the 
 decentralizatior 
 of

processirg ,-,perati, ns 
to the Regions, will be completed.
 

b. Rst r uct UPed Pr,-,-ess r _ s er.
 

Dependinq ,-n the availability of 
micro corlputers:
 

- Program and install the 
Cashier system ir 
the Pichircha
 
Jefatura and its aqencies.
 

- Installation o f 8 word processors ir various
 
departments in 
the !).G.R
 

- Pror,am and ir stall a docurmenrt cont rol system for 
the
 
Genera l Secret ary area for cort rol of claimrn, 
c,-,rrespondarice and c ther documents.
 

Specificatiors 
for tie regicral corputer cert 
ers should 
be publfished and prcocuremert in itiated. 

In it ial developrert cf new concepts ard prcgram will be
 
comp let ed. 

Develcpment of imprcved 
 public relat ions arid 
irfformat ior prcgrams will 
be in itiated.
 

. r a i r' r [ 

P rlar aerent serinar will be ccnducted for an
 
additional 15 key regional 
ard naticnial persnrnel to support

contiruir g implement atir of the reorgar izatior.
 

The 15 key 
 regiral arid natioral personnel willflirw-up 
th mrivn b abty
tendarce at the 
 4 weeks
management c,,irse giver in the United States by the U.S.
 
Irterral Revenue Service.
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A serminar or processing systems will 
be corducted for 5
regional processing chiefs and several 
 key nat ional 
pro:ccessing personnel.
 

80 joutrneymen level 
tax auditors will receive theho:ur standard basic course recently devel ped. 
 Instructors

for the course will be selected fr'm the instructors cadre
 
that developed the course.
 

15 persrrel from the new funct ional 
 processing
departmerts will 
receive 
 a 4€-) hout course in organi zat ion 
and methods. 

16 techrical persorrel from the several funct ional areas will attend the 
 tax administrat ion course given by
C. I.A.T. in Panama. 



II. ADMINISTRATIVE REPORT
 

A. EXPENDITURES 

Category Budget Amount Expenditures to Date 

,Salaries& Wages $1,559,775 $ 537,333.59 
Fringe Benefits 99,937 62,914.34 

Administrative Costs 54,685 21,218.46 

Differential Allow. 355,540 111,270.15 

Travel & Transp. 373,084 109,274.91 

Other Direct Costs 102,030 63,124.40 

Profit or Fee 254,505 90,509.06 

GRAND TOTAL $2,799.556 $ 995,644.91 
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B. PERSONNEL EMPLOYED
 

Work-Months
 

This Period Accumulated to Date
 

1. 	Field
 

a. 	Long Term Advisors
 

6
Chief of Party 	 19.5
 
Audit 
 6 
 16.5
 
Processing Systems 
 6 
 18.0
 
Delinquent Collections
 
& Returns Compliance* 6 
 14.5*
 

Total Long Term 
 24 
 68.5
 

*Includes 2 short term advisors, 3 months each due to unavailability
 
of long term advisors in early period of project.
 

b. 	Short Term Advisors
 
Delinquent Collections 2.5 
 2.5
 
& Returns Compliance
 
Audit 
 0 
 3.25
 
Training 
 0 
 4.0
 
Management 
 0 
 .5
 

Total Short Term 
 2.5 
 10.25
 

c. 	LocalHIire Support
 

Secretary 
 6 
 19.0
 
Administrative Assistant 
 6 
 7.5
 

Total Local Hire 
 12 
 26.5
 

TOTAL FIELD 
 38.5 
 105.25
 

2. 	Home OfficeSupport
 
Company President 
 2.6 
 8.4
 
Vice President Planning 
 2.2 
 5.2
 
& Budget
 
Secretary - Treasurer 
 _ 
 2.2
 
Office Clerical Support 
 4.8 
 18.1
 

TOTAL HOME OFFICE 9.6 33.9 
TOTAL PERSONNEL EMPLOYED 4C 139.15 



ANNEX A 

LOGICAL FRAMEWORK
 

OUTPUTS:
 

Prge sstoDate
 
Revenue Administration
 

1. Improved collection 
system
- Professional 

corps 


persons establishedof 55
in 
 Corps of 25 established.
 
Yr. 2
by Yr. 3.
-35 
technicians 
trained
 

- 25 trained in collection of delin­- by Y. 3.quent
Improved collections 
pro- accounts.
cedures Delinquent
and managerial accounts 
program deve­
ftrticsfully loped and implemented.


instituted
 
by Yr. 5.
 

2. Improved 
returns 
filing

compliance system
- Professional corps of 35 


-Corps 


persons of 25 established
established 
 in
 
Yr. 2.
- 35 technicians 
 trained 


25 trained in
by Yr. delinquent

- returns
New programs and manage r.prrrap e n r
rial functions fully ins-

ep
 
- Delinquent returns 
program
titubed by Yr. 4. deve­loped and implemented.
 

3. Improved audit system
 
- Selective office 
audit
functions 
 initiated 
by
Yr. 3.
- 100 technicians 
trained 


- 51 auditors Of limitedin audit experience
procedures

Yr . 4. t ecn i u e . auditing


by trained in elementary
- dit inImproved audit procedures
and managerial functions 
 techniques.
fully instituted by Yr. 5.ipentd
 - Third party 
information 

- program30 auditors 


supervisors 

given limi­ted 
motivational 


and managerial

training.
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Organizational Improvement
 

1. 	Reorganization of DGR 


- Reorganization plan ap­
proved in Yr. 1.
 

- New organizational struc-

ture in place by end of 

Yr. 3. 


- 60 executives and mana-

gers trained in-country 

by Yr. 2.
 

- 110 managers given ad-

vanced U.S. training by 

Yr. 4. 


2. 	Restructured processing
 
system
 

- Integrated master file 

processing system in DOS 

completed by end of Yr. 

4. 


- 30 technicians trained by
Yr.4. 

3. 	Professional inspection ser­
vice
 

- Unit established and staff 

of about 20 in place in Yr. 3. 


- Program and procedures ins-

tituted in Yr. 3. 


4. 	Public relation program
 

- Unit established in DGR for 

developing instructional ma-

terials and publications, 


- Effpor-tve media techniques 
and identified by Yr. 3. 

Progress to Date
 

- Reorganization plan approved
 

- Phase 1 of reorganization (es­
tablishing National Office)
 
completed.
 

- Phase 2 (establishing Regional
 
Office) partially completed.
 

- 52 executives and managers gi­
yen management seminar.
 

- 52 executives and managers gi­
yen I.R.S. management course
 
in U.S.
 

- Upgraded mini-computer (TOWER)
 
performing limited processing
 
for DGR.
 

- Initial overall system design 
for decentralized system com­
pleted 

- 8 computer technicians have re­
ceived 2 weeks course in Unix 
operating System. 

- Department of Control Adminis­
trativo established and preli­

minary staffyng and develop
 
ment underway.
 

- Departmento de Difusi6n y Pu­
blicaciones T6cnicas established 
and preliminary staffing and pro­
gram development uiderway.
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Progress to Date
 

Studies
 

1. Revised procedural laws
 
- Study and recommendations No action to date.
 

for revised revenue code
 
and procedural tax laws
 
completed and approved by
 
Yr. 2.
 

Note: In addition to the above, other brief training has been conduc­
ted, in furthering the reorganization implementation and impro­
ving tax administration programs:
 

- 5 executives attended the annua± assembly of the Interameri­
can Center of Tax Administration (C.I.A.T.)
 

-
19 auditors were given instructor and development training to
 
serve as the beginning of an instructor corps for the audit
 
function.
 

- 90 supervisors and potential supervisors in the audit function 
were given an 8 hour management seminar using a series of 6 
Peter Drucker VCR tapes. 

- 12 supervisors in the delinquent collection and returns com­
pliance area were given short seminars covering their supervi­
sory responsabilities.
 


