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ELaluation ~ e w %  of the Tax Administration F 

and Reform Pro jcct 

A s  provided f o r  i n  tile FY 1975 Tax Mministration and Refontr 
Project Agrement, an in-depth project  evaluation was car r ied  out 
to deternine tl~e r a t e  of progress 4 accanplisixwnts to da te  anii 
to rrake a determination as to a pssiijl& continuation of ti= tax 
advisory assistance to the Uruguayan Tax Office. 

In preparation f o r  the  evaluation, the USAID >lission sen t  to 
the  D i r e c t o r  General of Taxes a letter w i t h  a list of relevant  ' . 
questions on the t tm major areas of hark carr ied out  under this 
project: a )  managamt and organization and b) collection. The 
written answers served as part of t.he bas is  f o r  t h e  evaluation and 
also afforded i4ission an opportunity to pose a d d i t i o i d  questions at 
the meting to ecpand and c l a r i f y  pints, as requird. 

D a t e  of Evaluation: June 2, 1975. The evaluation m e t i n g  was held 
at  the ivlinistry of Economy 'ad Finance and t h e  part icipants  w e r e  as 
£01 lows : 

Cr. Valenth  kris;lEndi, sub-~ecretary'of Econany 
and Finance, 

Cr . RaCl ~av ie r ' ,  Director Generd of Taxes 
Plr. Isonard J. HorwitZ, AID &presentative 
M r .  Jerm Hulehan, -ran Officer, and 
Mr. Ivan T r a h l ,  Tax Team leader. 

The evaluation r e s u l t s  are as f o l l a s :  

A. i4anaggilcnt and Organization 
* 

1. A task force was a p p i n L d  in ear ly  February to plan a 
reorganization, by function, of tile Tax Office. Tile group developed 
a proposed organization chart with f i v e  major functional divisians; 
audit ,  collection, planning, legal  counsel ardi administration. The 
Dl; ammved tile plan. Various X I  c i rcu la r s  were issued c r e a t h g  tile 
divisions of audit ,  col lect ion,  planning, legal  counsel and adminis- 
t rat ion.  With tlie issuance of these c i rculars ,  the f i r s t  phase of 
the reorganization has been axnpleted. ale b p l m t i i ' t i o n  phase is 
already under way. l'he consolidation of the aud i t  d iv is ian  has been 
canpleted and the div is ian  is presently operational. 

The fortlx:aning GCU Annual Fbdyet Review (Rendici6n d e  Cuentas) 
w i l l  include legislat ion to legal ly  sanction the administrative s teps  
au thor izd  by tile Director General (DG). It w i l l  a l s o  include the 
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following prwisions : 

(a) the present functions and responsibil i t ies of the various 
current directors w i l l  be taken away and, reassign& to the Director 
General who w i l l  have authority to delegate functions and change 
personnel as needed. 

. 
(b) Ihe Office of Inm w i l l  becarrc the Office of Collection 

and the Office of Inspector General w i l l  be changd to the Office 
of Audit. Thc Offices of Internal and Znwect Taxes w i l l  be 
eliminated and, instead, the Offices ~f t \e  *a1 Counsel ad the 
Office of Systems and Support (Planning) w i l l  be created. 

According to the Sub-Secrehxy and the D i r e c t o r  General, no 
problems concerning these measures are anticipated in the Council 
of State and expeditious approval is expected. 

Due to the i n i t i a t i ve  of Sub-secretary Arisnendi, arranqexents 
have been mde to house the  Collection Division i n  newer and larger 
quarters a p c t e d  t o  be available within ti= nnnt .? .  long-range 

. plans exist to house a l l  the Tax Off ice in the  premises naw occupied 
b- the Central Bank. 'fiese are expected to be available w i t h i n  the 
next twelve mnths. 

2. Another task force w a s  ay-rpointed by the DG to study the 
&sting collection s y s t m  and also the creation o f ' a  consoliclatcd 
raster f i l e  of taxpayers i n  line wit!! the nee& of the new organiza- 
tian. The w r k  of t h i s  carmission has been W r a r i l y  delayed due 
to the  work on the reorganization. 

3. Oh May 1, the DG appointed a new D i r e c t o r  for  the Division of 
D a t a  ~rocessing.  The OAS advisor, is wrking full-time with the new 
D i r e c t o r  to  help improve the q u a l i t y  and t i r e l y  suirnission of revenue 
data so a s  t o  obtain more a m a t e  and t&ly s t a t i s t i c a l  inforration 

- on all taxes, s-pecially on N A  and PIPIiCTG. 

4. Tne design and fornlat of a single-payment document has bzen 
approved and implementation is e p c t d  by the end of Sep te ib r  1975. 
Also, as of this date, the Eank of the &public w i l l  no longer receive 
tax payments. Due to  the poar qua l i ty  of the  documents, the delays 
i n  processing by the Bank and the late receipt by the Tax Office, a 
decision has been made for payments to be made direct ly  to the Em 
Off ice. 

The adoption of a single-payment.document and the  direct payment 
of taxes should help improve the  quali ty ;ubd reduce the  time required 
f a r  processing. This i n  turn w i l l  speed up the availabil i ty of sta- 
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tistics for managanent and other purposes. 

5 .  Training courses wi l l  be given for approxbately 350 
employees to familiarize than with the new organization. Mdi- 
tional courses w i l l  be given for technical personnel including 
d s e s  &-I IYA and U.IPmIE. Inspcbrs recently assigned ,to the 
enforcement of t!lese taxes w i l l  be gi& priori ty for par- 
ticipating in these courses. 

6. The study by an I X  technician of the Office of Internal 
mes, which administers the fuels, alcohol, beverages and tobacco 
taxes, was initiated in N~ch.  I!e has been studying the existing 
administrative controls d visit ing the breweries, wineries and 
the alcohol and t&acco plants. A report is being prepared and 
translated ~Jhich cantains r-ations. .- for  legislative cllanges 
and the tightening of administrative controls. 

Implementation of these M a t i o n s  is expected to  begin 
hwdia te ly  after Lle report is approved by the W. authorities. 
The technician has recamended that a p t l p  of Uruguayan tax 
off ic ia ls  v i s i t  Venezuela to observe and learn about the controls 
used in that  country fa r  the administration of fusls, alcohol, 

. beverages and tchcoo taxes. Arrangments are being mde through 
the Interawrican Center for Tax Adninistrators (CUEm) for t h i s  . 
v i s i t  which is nok? plannd for early July. 

5' 

B. Collection 

1. The new organization chart approved by the DG contemplates i 
the creation of a collection division (see DSI Circular No 92/75, 
dated 1hy 15, 1975) . a 

The m j o r  functions to be perfonred by tixis division are: receipt 1 
and accounting of revenues, prdccssing of tax payments and returns, 
creation and maintenance of a ccmputerizcd, consolidated master f i l e  

I 
1 

of taxpayers, securing of delinquent returns, controlling installrent  
accounts, e tc. Also the division w i l l  have a unit to provide infor- 
nution and assistancx to taqxyers. 

Because of its imprtance, this division w i l l  be the f i r s t  one 
to be relocated. Tie new quarters w i l l  L>e remodeled so a s  to faci- 
litate better service to the taxpayers. 

2. The study of the installment accounts section is practi- 
Ally canpleted and a report w i l l  be issued by the end of July. 

Some steps are already being' taken to tighten controls and reduce 
the number of accounts and to shorten the length of the agreements. 
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The DG has adopted a policy of not granting installment payment 
privileges u p n  request but to require camplete financial statements 
to properly determine i f  an agreenrnt is j u s t i f i d .  'Ihe m u n t s  to 
be paid and the length of tile agreommt w i l l  be dete.min~d by the 
financial condition of tile taxpayer. A course for e m p l o y e s  of this 

., unit  on financial analysis and interpretation w i l l  win shortly. 
A policy of not granting i n s t a l h t  privileges, oc&pt on h rdsh ip  
cases, on the p a ~ t  of k t - f u n d  taxes, has also k e n  adopted. 

Acmrdhg to Sub-Secretary Arisnendi, no t a x  anmesty is included 
in the "Rendici6n" and none is contemplated. &adjustable tax ra tes  
on back taxes wed w i l l  not be necessary because of t l ~ e  p l i c y  of no 
tax amnesties, the recent increase in the  rate of mnthly interest 
due on back taxes fran 4 to 5% and the  expected h p m v m w t s  in the 
administration which w i l l ,  according to  the Sub-Secretary, make 
delinquency mre costly, when the anticipated lager r a t e  of inflat ion 
is taken into account. Tnese considerations, together with the mre 

. stringent requimmnts on applications for installment payment privi- 
leges should make delinquency less and less attractive. 

3. Regarding increased enforcement, a unit  of 25 inspecrtors 
have been created to f o l l w ~  up on lnon-filers and taxpayers i n  default 
of thei r  installment agreemnts. . 

In th2 offices of the interior ,  acess personnel resulting fran 
the elimination of the stamu tax and the  reorganization, w i l l  be 
assigned to enforcement £&ions. Also, s a - ~  small offices i n  the 
interior  w i l l  ke eliminated and others &nsolidated. ?he r e su l t  
should be improved revenues. 

4. In tile area of public relations and taxpaym-education, 
a mnthly bullet in is m~ k i n g  publish& containing the latest laws, 
decrees, administrative rulings., etc. The bullet in is given xmxhnnn 
distribution. 

lm Directors have had press and 1V conferences announcing the 
policy of increased countrywide enforcement. 

Plans are underway to acquaint taxpayers with the reorganiwtion 
and what it rreans in erms of contacts, servxces and attention to then. 
The es tab l i shen t  of a unit  of information and assistance to Ele tax- 
payer i n  the Collection Division w a s  m t i o n d  above. 

. It was the consensus of the evaluators tint the progress acnieved 
. thus f a r  s@s for  i t s e l f  and jus t i f i es  the continuation of technical 

assistance to the-Tax Office. It w a s  agreeci tllat assistance Should be 
concmtratd  on the key areas of IVA, Ii-PX&E and excise taxes and 
reorganization. 
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U S N D  evaluation of overall GCU econanic perfonrmce 

With the a6option of basic econcmic reform policies and laws wllich 
led to the approval of an ItIF Stadby Z'qrecnaent, the GOU llas taka 
the first significant steps to stimulate a stagnant econcmy and help 
bring about recovery and develpnt. Tine adoption of tilese masures 
sighfies that a GCU econanic managanent capability is being developed 
.which at sane future date, given proper assistance and nurturing, will 
be capable of standing on its am, consequently bringing full recovery 
and providing a base for a take off. 

The various econanic measures taken have been reported and need 
not be detailed here. =££ice %t tcj say that the Ii-IF Stand-By lqreement 
is evidence that tlle GCU is headed in the right direction. 

An effective tax administration system is m e  of the essential 
c a n p r r a t s  of a properly managed econamic system because of its overall 
econanic impact on all aspects of econanic activity and tie GOU is 
taking steps to *rove its system. 

Plans to reorganize the Tax Office have been canpletcd and approved 
and iqlmentation is under tray. Personnel have been reassigned and 
budget- provisions for implerenting these reforms have been included 
in the ~ i 3 U  forthcaninq annual Bcrdget Peviw. 

The Tax Mministratim and Pefm. PROP identified impmvQd econanic 
rrranagement as the sector goal and an efficient tax administration systm 
as the project purpose. The long string of econcmic measures reprted 
clearly indicate a significant inprovmt in fflc management of the 
econany. This evaluation of the tax ahhistration project equally 
indicates a neaningful rate of progress to:mrds achieving a nodern and 
effative tax administration system capable of fulfilling tile d m d s  
made u p  it by the GOU econmnic managers. 
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