’ i ATPABTILE ap Drpwr
AIRGRAM JEPARTHINT of STATE  1VECT /0
fatfo e e L Apr7ed
MM e paigaafoReicidl Yse T
JoO ;;3,,3? P =540 5
gidcE AT e o et A
J - For each audress check‘oné ACTION” "' INFO DAL L ”‘:l_", At
\jo, O OO '7 . . . ' -
192 Washington TOAID A= 987 X
(A. O
- S o ' L -
CISTRIBUTION -
"Uﬁﬁ DATE SENT -
() lee FROM - Amman June 9, 196k
- Hro.
o SUBJECT - End=of-Tour Report of Gordon V. Potter, Chief, Public
PR Services Division, and ¢ Administration ‘sor (Budget)
e REFERENCE - ~CONT¥ST No. U=513
a'.':' f'_,Jq_ s -
' _zi |Attached for AIDM information and appropriate action is the End-of-Tour
dﬂlf’fh Report of Gordon V, Potter covering the period June 12, 1962 to June 4, 1964.
g, 4 .
L% The report was reviewed by Joseph B, Robinson, Acting Deputy Director, who
il |was designated reviewing officer by the Acting Director, USAID/Jordan.
! '
s {., The following are Mr., Robinson's comments:
.‘,.’ K-/"
i “This End-of-Tour report rcflects accurately the activities
of Mr. Potter and the overall situation with respect to the
total program in public administration. The USAID Mission
is in full accord with the recommendations contained in the
report, and is happy that Mr. Potter will be returning to
follow through in the work alre=~7 begun.”
,;. jb\_)
r;}HER,AGENCY
e BARNES
Jer
L Attachment:
(e End-of-Tour Report (LIMITED OFFICIAL USE)
/u ¥4
LI
p T
e} BT
i
i
| T2ig sirgram is UNCLASSIFIED when separated from attachment, PAGE PAGES
i . 1 OF g

DRAFTED BY

A
GVPotter/br ﬁ

|puo~e No‘ DArE APPROVED BY:

} / FICE
\) \(&@t ?hief, PubServ
' Division

i !
k-31 | 6/4/64 | John K. Ayers, Executive Officer
AID AND OTHER CLEARANCES “,‘ . A
"-\ agpear
JBRobinson/ActDeplir ‘&/ !Ep\r}a %@\’rr 'F
3 v §J;~ 14 \4L AN g Ve
CFRUDPCI t/ActDir — s LIMIE? Iml’\a I VL j_:ﬁ;}?}'_:‘?‘b'
> -+ ATION

AID-5-40 (3-

62) W/0 HECTO PRINTED 11.82

a

(Do not type bHelow this line]

EESTAVAILABLE COFY -

4



AMMAN

TOAID A- 987 ' LIMITED OFFICIAL USE 2 8

June 4, 1964
BD OF TOUR REPORT

' Gordon V. Potter
Chief, Public Services Division, and Budget Advisor, USAID/J

i. Introduction

This report covers my activities (a) as Budget Advisor and (b) as Chief,
Public Services Division and Budgzt Advisor, I arrived in Jordan on June 12,
1962, in an assignment as Public Adninistration Advisor (Budget). On August 28,
1963, ¥ =15 made Acting Chief, Public Services Division and on February 14, 1964,
was forrnaliy transferred to Position No, 157 as Chief, Public Services Division.
Since the forrer date, August 28, 1963, I have continued and vill continue in -
the future performing duties as Budget Advisor, as well as the duties of Chief,
Publi¢ Servicss Division.

2. Objectives and Toals

S
s

(a) Budret Advisor

The objectives and goals of my responsibilities and activities as
Ducget Advisor are based on ciie of the two overall activity targets of the USAID/
Sordan Public Administration Projects; viz, “.,..to promote efficiency and economy
in selected activities of GCovernment through use of technical advisors and through
training of personnel..,.,” Technical assistance in budget adninistration was
selected as a means for concentrating emphasis on an important phase of GOJ
financiel adninistration which pervades all goverarent activities. DMore specifically
budget technical assistance is aimed a. sersuading the GCJ to adopt modern budget
concepts and to improve budget practicz- 'nd procedures,

(b) Chief, Public Services Division

As Chief of the Public Services Division, I am responsible for insuring
that efforts of the Public Services Division staff are aimed at achieving, to the
~wimum extent possible, the twin activity targets of (1) promoting efficiency
sma economy in COJ financial administratian, and (2) increasing government revenues
hv impr -ing tax poliries and procedures. In addition, ¥ am responsible for
~.i.eral supervision of the pnasing out of the Public Health Nursing Project by
tve end of FY 1965, The Public Services Division is also responsible for assisting
the GOJ Statistics Department to improve its wholesale and retail price statistics
collection and unalysis system and generally improve its operating capabilities and’
administration. Finally, as Chief of the Division, I provide leadership, guidance,

Decontrolled following June 4, 1965
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‘nd coordination for preparation of training programs for a limited number of
GOJ perscnnel in the United States in various public administration fields
other than financial nanagement,

3. Aetivizies
(a) Budget Advisor

Within a wesk after my arrival in Jordan, I was provided office space
in the Jordan Devrlopment Board (JDB) %o work with Dr, Philip Taylor, Ford
Foundation -onsuitant, in the joint drafting of a new Budget Law for the GOJ,
After passag» of the GOJ Budget Law in Ostober 1962, I was provided office space
within the new Budget Departmznt o£fica complex in the Ministry of Finance. I
hawe worked daily therezafter on a wlose, cooperative basis with the Budget
Department Direstor and nis staff in organizing the new Department, formulating
Budgsr Instructions for format ana presentation guidance to all GOJ agencies
for preparation of budpets under the new system, providing guidance to the
Budget Department Director on budgat polity, ¢oordinating activities and
responsibilities of the two principal planning agencies of the GOJ, the JDB and
the Budget Departmant, and providing a modicun of special ineservice training in
budgeting to Budger Departnant staff memters,

= = L ws a2

(b) Chi=f . Public Servitys Division

My astivities, first as Acting ana later as Chief, have consisted
principally of prowiding jusdance and izadership te the Division’s four technical
advisors: viz, an frcounting and Auditing Advisor, a Tax Advisor, a Central Banking
Adzisor, and a Phblic Heaith Rursing Advisor, coordination of their activities,
end forward planning both in tht GOJ and with other USAID/Jordan programs as the
need arose from time to time,

4.  Fayorable ang Unfavorabls Factory

Both %he favorable and unfavorabis fioters discussed in the following
paragraphs apply with equal strength to my Jduaties as Budget Advisor and Public
Servic=s Division Chief.

(a) lzuprable Factors

{1) The Royai Fisral Commission Report, published in 1960, constituted
ths £ir:t ~fficial Jordaznian revognition of the need for general improvement in all
aspects of COJ financial policy and management, On the U, S, side, the perceptive
realizztion early in 1662 by the Country Team that sound financial management is
one of the nost importgnt rcou1 ites for vigorous economic development resulted in
stronp support by Ambasscdor linconber, USAID Director McClure, and Public Adaini-
stration Division Chief RobanOA for »arly activation of the Fiscal Commission’s
recomrendations., Thus, the fortuitous juxtaposition of these two factors was
responsible for the GOJ requesting, and the USAID providing, the present staff of
four technical advisors in the fields of tax policy and administration, budgeting,
acecunting and auditing, wnd central bamiing,
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(2) When T arrivea in June 1962, an #nergstic and progressive govems=
nent under the leadership of lils Exrcellency Wasfi Tell was in power. This
fortunate situation, couptsd yith the acvivities of the dynamic Dr. Kamal Sha'er,
then Vice President of rhe JDB 2nd Chairman of the Fiscal Program Comnittee=-an
organization recamendzd by th? Royal Fiseal Commission to review and initiate
financinl managenént neasures, assared capsid tut sound <onsideration and action
on proposals for inprovement.

(3) Provisicn by the GOJ of four well gqualified staff members--all with
i1, S, college degrecsscand an snergetis. eéxperienced administrator as Director,
tav the original staff of the new Dudget Dapartnient. Although none of these staff
manLars, or the Dicector, nad any actual wiperience {n tudget administration, their
asdddmug Diekgrownds rendfrixvd 'hin understancingly receptive to isarning modern
budp~t (oacepts and practicrs.

(4) The e¢sentdaily uniforn <xexlient quality of the JDB staff, including
the excepi:zonalily able Seiretary General; and the recognition of frequent and
close coordinaticn of both planning and operating functicns of the GOJ's two
principal planning agencies, the JDB and the Budger Dapartment,

(5) The understanding and knowledgeable Directors of the Income Tax
Department and of thie D operty Tax Division of the !inistry of Finance,

(6) The szuppcet of the President of the Audit Bursau, which reports
directly ro the Parliament ior finaneial reforn,

(7) The sound azeounting background and personal energy and drive of
the Chief of the General Ladger Section af ths Ministry of Finance,

(b)  Unfavorable Facrors (in rn: srder of :nportancs)

(1) Tha aimost wvervhelming . % of fiszal r=sponsibility and compre=-
heaston on the part of mosy Ministers ana Uepartment Heads-oand frequently in
additivn, Und2r S2cretaries and Depuiv Déphrinent Heads, both in their executive
capacities as chief or 3ssistant chist manage:s of larga gowernment organizations,
but more frequentiv when they assume vieir semi-i@gisiative roles in the delibera=
tions af the Council of Ministers, 7o 4 great extrnt, this situation has vitiated
riograss made in effzctiag 2 widz saristy of polisy and procedural financial
managemeént improven#=ts in GOJ agencirs at laveis balow the Ministerial or
Dipartnn® Head Lavels, flmisss new policics, impreved aparating practices, and
Latter procedures have both the comprehension and therefore full and understanding
support of GOJ agensy teads, the financial improsement program will collapse,

(2) The extraordinary lack, and often complete absence, of administrative
discipline in GOJ financial managensnt operations, By “administrative discipline”
I mean the rigid adherance to (i) both the substence and format of regular and
special instructions and reports and (ii) time limitations provided in such instruc-
tions ard veports, Ther: Zave been instances of GOJ agencies, concerned with
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cipantiel catters, fssuing sound anc Weltl praansd instruntions, and thi never
following up to 1nsuzrs faithfal oad prompr conpiiance with sueh instructions.

(3) A peueity of teaingd pupl: sdminiastration personnel, particularly
in the fields of accounting wad Budgeclng 23 the journeyman fevel, and to a soimewhat
{ssser degree in the risids of :ualiing, 7ux seministration, banking, and general
office management,

(4) Outside of ilie Budgrt Deparm«nt and the JDB, few government officials
Nave adequate imewledge o under=tanding of mod2rn budget concepts and practices,

(5) Only a few GOY urficiads undurstand the concept of acgounting as a
ussfel tooi for management, doccuntoog an the GOJ s predominantly concerned
with s sountability and i3 cwarl, ubsessed with uninute adcuracy to the #&nd that
many atsownting officials and auaitors spend n0St of their tims on petty matters
to the drtranent of largxr wad moce impoctun?® 1ssues,

(6) Again, except for a retlatively few cfficials in the JDB and the
Budgst Departmsnt, most GOJ finanzial empioysss are nct aware of the change in
revenue sources availabie to the government that must take place over the next
Jevade as tha Seven Year Devatopment Tlan is implemented, Theére appears to be
oinsiderable oppositiin from many COJ «fficials at relatively high levels to
removing the present ry.nption frem incume tax on intoné derived from agricultural
autivities.

5, Evaluation of Resuits

SRR

(a) 3Budgeting
The new Budget Law apprave? in Gotcosr 1962 was a great step forward in

acnieving improwvsment of GOY finniciis wandgancat pudicy and procidurzs, The
1063/64 bidget and the I964/05 Luag:® " .9 ainest wompietsr) wzre the first two
pudgets prepaisd und&e the owW Sy Ted cla 20 themseives cepresent major achievements
in progiess. The Bugget Depariniine ou38uead | ow first Budget Instructions containiug
the method and fomat of budesl predeniiiicon nanr the new Budget Law und later
issued new Pudget Instructions itu D#cembme 19671, revised in the light of the first
year's aApAriencd,

As Dudgst Adwiscr, { prowided ¢ Dudget Dicéctoc Dajani on August 1, 1963,
2 rompiste ‘Critigque of the GOJ 1063/04 Buipet™ discussing in detail various aspects
of iha “1pst COJ Budget Decumznt formulated undzr the new system, The topics
revcersd by this report ire as followss

Inplicaticns of the Estimated 1963/64 Budget Deficit

The 1963/64 Budgut Nocument
Improvements S
Defecta Nk et \i
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Recommendations fur the 1964/65 Budpget
Budget Message
Consciidated Budget Sumnaries
Overall Financial Results and Reserves
Consotidated Cash Pusition
Historical Budget Tables
Statem#nt of External Debt
Narrative Expianations of Revenue and Expenditure Estimates
Miseesilansous Items

The GOJ Budget Process for 1063/64
Future Prospects

The joint economic and fiscai study, analyses, and recommendations
prepared by a special JDB Budget Department committee entitled "The 1964/65
Budget Situation”, issued on November 6, 1963, represents another improvement in
GOJ financial management comparable in significance with the passage of the e
Budget Law and nreparation of the first two budgets under the new system,

(b) Auditin~ and Accoonting

The yalue of thas USAID/J Auditing and Accounting Advisor's special study
and report on the GCJ Andit Bureau is indicated by the wide distribution of this
report (in Arabic) Ly the Director of the Audit Bureau, The Audit Bureau is moving,
albeit somewhat slowiy, awszy from pre-audit practices and toward seiected poste
audits and audits of csystime,

In October 1963, the Minister of Finance officially directed all GOJ
agencies to install an oblipation aceonnting system as prescribed by the USAID/J
Accounting Advisor, An improyed Gan:ral Leager actcunting system is now being
installed in the Ministry of Finance? Ac ounting and Treesury Division which
ultimately will provide (1) timely and scsurate fiscal reports of cash balances, |
(2) 2 means for reconciling cash baianée an gowernment accounts with bank deposit
balances, and (3) a means for officially ¢lusing the government’s accounts within
a month after the closa ot the Jordan fiscal se2ar,

ey g

The draft of ithe new Income Tax law, originally prepared over a year ago
with considerable assistance of Dr, Philip Taylor, and since then changed in some
respects on the advice of the USAID/J Tax Advisor, was approved and forwarded by
the Council of Ministers to the Parliarent in January 1964. As of May 29, 1964,
the new law had not yet been approved by the Parliament although it appears probable
that it will be passed during the present extraordinary session. The USAID/J Tax
Advisor is now in the nidst of working out, with the full support of the GOJ
Incone Tax Department Director, an eight=point improverent program as follows:

(1) Creation of a speciel tax court

HELASSHED .
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(2) Orurziag » nea fax Culleciion Law

(3) Estabiishment of a Tax Rexcazreh and ‘nformation Unic
(4) Tnprovemeat of Tax Colirctions in Aroears

(S5) Use of office machunes in Tax Coliection Frocedures
(6) Spot Checking Inzome Tax Returns

(7) Improving z3ailbrr of Tncom: Tax Department Percsonnel
(8) Monthly Receints and Rewenue3 Forecasrs

(d) Centray Banking

The USAID Central Banking Advisor arrived in Amman in February 1964
4 has been working ¢losely with two U, X. Bank Adwisors in develcping organi-
zational plans for the #stablishment of the Central Bank, and in drawing rules
11d provadures for the nrganization and ~peration of the Bank’s varlous depart=
ments, He is also prewiding ~ther techanical assistance to the present skeleton
organization of the Central Bank, which now consists of the Governor; Deputy
Governo: and the Board of Dirsctors, Present plans énvisage the Central Bank
beginning actuul operaticns October 1, 1964, with assumption of such functions
as: currenzy issuance, investment of the sterling reserves backing the currency
in zirculation, the administration of the Foreign Bxchange Control Law, and the
estabiishment of tventral bank functions which will deal with econemic research
and the supervisicn of banks, It (s expazliad that full banking opecations will
be taken over by ths Cemtral Bank within a paricd of two years at which time the
Central Bank is experted to mewe to §ts own building and should then have the
necessary personnel, as wiil as physical facilitdes available, for propsar
performance of such banking serviczs, In addition to providing technical assistanc
in the various phases of th: Central Bank’s functicns and operations, the USAID
Bank Adviscr will be working un ke catabiisomeat and corganlzation «f the Research
and Statistics Department; a8 weil as ihe training of its personn¢l both on the
Job and abroad in @ccnomic researsh and i Sank supervision,

W e LIS ST ST

6. Retommendations for tte Bature

My recommendations for future actinitizs of the public administration
financial improvement program ars set fortn below in the order of importance:

(a) Develop, with fuil participation of aporopriate GOJ officiais, a
means for edueating Ministers, Denartment Haaas. Under Szcretsries, and Deputy
Drpartment Heads in thecries and practices of sound financial management in such
» mannsr as would be most useful to thesr senior GOT offizisis, ¥

(b) Press for Councii of Ministers’ and Pariiamentary approval of a revision
~f the Budget law to provlide rz=location of the Department of the Budget to the
Office of the Prime Ministez.

(c) Assist GOJ officiais In davyeioping m=ans for achieving marked improve-
ment in government-wide administrative discipline,

(d) Concentrat? mors cffogﬁ;iﬁ d;f;;p TR Tnd conducting in-service training
ﬁﬂﬁxﬁwﬁgﬁl
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peegrams for all levels of GOJ employees engaged in 2ll types of finaneial
ope&rations,

(¢) Conduct education programs for Imparting understanding, both to GOJ
offigiaia and to all Jordanian citizeans, of the shifting emphasis of public tax
re3ources over the next decades with speeial attenticn to the reasons why agrizuiture
irtome shculd be subject to income tax, and to the principle of progressiwe
taxation °

(f) BExert influence to the extent possible toward the goal of changing the
“amtc-al Bank Law to provide (i) that the Board of Governors be representative of
all Jsrdunian business rather than b#ing dominated-<as it is nowe~by bankers,
ano {(ii) strengthen provisiuns for contrel of private banks,

(g) Provide technical assistance in the field of actuarial management to
assist tha GOJ in re-casting its pension systen,

(h) Continue pure technical assistance activities for further improvement
of budget techniques and practices, of obligation accounting for better budget
impiementation, of peneral ledgar accounting for producing timely and accurate
fiewal reports and iapioved nanagement of cash, of tax assessment and collections,
of tax research and information, of audit procedures, and of Central Bank operations.

Binally, efforts should be continued to provide coordination in public
administration activities cother than financial managemant, and technical assistance
€or, if requested by the 0DJ, statisti:s operations and general GOJ organization
nd managem#nt, -

LIMITED OFFICTAL USE





