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Item 13 Summary_and_Current Status_of_ the Project

The Income Tax Assistance Project, signed 26 August 1981, provided
a total of $1,000,000 to the GOJ Department of Income Tax (DIT).
The Project represented a follow—on to previous short-term '
activities and was conceived as a technical assistance and
training effort aimed at improving the capacity for income tax
administration within the DIT. To achieve this objective, the
Project was directed towards:

(1) Develcopment and implementation of improved operational
cystems for income tax assessment, coliection, clerical
processing, and administrative servicing.

(Z) Development of the DIT capacity for training.

(Z) Improvement of the automated data processing (ADF) capacity
" within-the DIT.

The project was initially envisioned as a short-term (27 month)
effort, with the PACD established at 31 December 1983. With the
satisfaction of the initial CP°s on 6 September 1981, a PASA
agreement was signed with the Internal Revenue Service (IRS) to
provide the necessary technical assistance and training in the US.

The initial evaluation, PES (83-1), completed in March 1983,
ind.cated -that-.circumstances had changed considerably from those
ﬁﬂhich‘had’pfeyéiréd‘fn 1981 during project design, and concluded
that an extension of the FACD was warranted. The PES focused on
two external factors which had greatly affected progress: the
administrative reorganization of the DIT; and the passage of a new
tax law which provided for self-assessment. The FES abstract and
related correspondence are included in Attachment A. After
completion of the FES, the DIT, USAID, and the IRS further
reviewed project progress and potential in view of the initial
cycle of self-assessment. One increasingly evident problem was
the technical limitation of the existent automated data processing
system, in respect to the increased document processing
requirements of self-assessment. IRS/TAAS provided a consultant
who completed a status report/analysis on data processing
operations within the DIT. The consultant®s findings and the
initial experience with self-assessment were the(focal - e
points of the IR annual project review in October 1983. Based on
this review, IRS, USAID, and the DIT concluded that, while the
Froject had been successful, the original concept of a short-term
infusion of technical assistance no longer
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represented an adequate approach to meet the DIT’s needs in view
of the changed circumstances. USAID Jordan concluded that the
accomplishment of the project purpose continued to represent a
high priority, and decided to convert the Project into a
longer—term effort aimed at technology transfer and institution
building. . .

An amendment to the project paper was completed in May 1984, and
Amendment Mo. 1 to the Project Agreement, signed 26 June 1984,
provided an additional $1,000,000 in funding, and extended the
PACD to 31 DPecember 19864. The project purpose remained as
indicated 1n the original project paper: the enhancement of the
institution's cafacity for income tax admininistration. The
approach by which the purpose would be attained was modified
however. The amended project paper/agreement anticipates more
fundamental institutional change and strengthening than did the
original. The purpcse will be achieved through the growth and
development of three organizational units within the DIT: the
Systems, Frocedures, and Analysis Section, the Fublic Information
and Training Settion, and the Computer Section. Descriptions of
these groups and their anticipated functions are contained in
Section 1I D, and annexes H and G of Amendment 1 to the project
paper which are incorporated by reference into this PES. As
indicated in section 16 of the FES, the amended project design-
increased to three the number of long-term technical advisors, and
provided for the GOJ financed procurement of a new

_Jtate—of the—ar* computer IR

"As Df 1 May 1985, a total of 79 months of techeical assistance,

long and short-term, has been provided by IRS. USAID has also
financed an additional 7 months of ADP expertise from Jordanian
technicians. USAID has provided or assisted in the provision of
700 months of appropriate training for DIT employees. Over the
course of USAID/IRS involvement with the DIT, substantial progress
has been made in the development of a tax administration capacity,
particularly in respect to ADF applications. Detailed summaries
of progress can be found in: (1) Annex H to the original project
paper, which describes preproject activities; (2) FES 83-1 which
details project progress through 3/31/83; (3) Annex E of Amendment
1 to the project papsr which describes specifically progress
through Z/31/84; (4) attachment B to this FES which describes
progress from 3/31/34 through 3/31/853 (S5) the Tax Team Advisor’™s
monthly reports to IRS/TAAS; and (6) the USAID Jordan quarterly
(now semin—annual) project status reports. All of the
aforementioned documents are incorporated by reference into this
FES.

Despite the progress to date, implementation is somewhat behind
the schedule detailed in the amended project paper. The delay is
attributable to the followirng points.

--- The procurement process for the G0OJ financed computer was
considerably delayed. Scheduled for 12/84, the computer was
actually installed and operational in 5/85.
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——— The long-term ADF Advisors scheduled for 8/84 arrived at post
' in 1/83, (ADP advisor position was vacant since 2/83).

—-—— The new work groups were to be in place in 9/84 but were in
fact formally organized on a full-time basis in 5/85.

None ?tﬁwe points detailed above are particularly serious, and all
have been resolved, but, the project is approximately &6 months
behind the implementation schedule. ™ Accordingly, it may be
necessary to extend the FACD, without additional funding, until 30
June 1987. With the full team of advisors at post, the computer
installed, and the counterpart work groups established, the ‘
project can now proceed unhindered. A final decision on a PACD
extension can be made during tHe next year depending upon progress.

In summary, except for the minor delay noted above, the project is
on track, and progress towards achievement the outputs is
significant.

Item 14 Evaluation_Methodoloqgy

The initial project paper envisioned an interim evaluation, early
in the project, and a final evaluation after project completion.
FES 83—1 evaluated project progress through March 1983 and focused
on the external factors which impacted on the Froject. In
approving the PES, the NE Bureau noted, that further evaluations
sbaqiqgﬁggggggggggahtssagainst the background therin described.
Amendment - -Now=—t—te—-the~project paper-revised- the: evaluation
schedule and called for an additional interim evaluation in view
of the extended project life, and a final evaluation scheduled
tentatively for July 1987.

The second interim evaluation was scheduled for the 4th quarter of
1985 under the assumption that the additional long-term advisors
would have bzen at post for approximately 1 year and that the new
work groups would have been established 9-10 months prior to the
evaluation. Under these assumptions, the areas of emphacsis for
the evaluation were as follows:

~=— Frogress of the DIT in providing adequate personnel for the
new work groups and the computer section.

-—— The operational status of the new computer system and
progress in developing/implementing the new programs and
related procedures.

—-—— Achievements of the new work groups in respect to the project
outputs and project purpose.



Unfortunately, project delays have negated to some extent the
presumed bases for the evaluation. The most important of the two
work groups, the System Procedures and Analysis Section has only
recently been formalized (though some work has been accomplished
on a part-time basis). Secondly, the additional long-term
advisors (both in the data processing field) arrived at post only
4 months ago, and have not yet had the envisioned impact. Lastly,
the new computer is only recently installed and the system design
is only now underway.

Nonetheless, it is appropriate to proceed with the evaluation at
this time. There has been considerable activity/progress since
the last evaluation and some difficulties which should be

| considered/reviewed in the context of an evaluation. This PES
therefore focuses on the utilization of the project inputs and the
progress to date towards achievement of the revised project outputs

This evaluaticon was prepared from reports. and references listed in

the table of contents and incorporated by reference and through
discussions with the IRS advisors and officials of the DIT.

Item 18 External Factors

FES B3-1 discussed in detail as external factors the
- administrative -reccganization of the.DIT, and the passage of the
oo oonew- tar law wh:cﬁ=§PQV1ded“for ‘self—assessment and reduced- SR
significantly the tax rates. Both of these factors continue to
affect the project.

15. A Administrative Reorganization

Despite the additional 2 years of experiEnce} the great bulk of
the technical employees of the DIT are new, and require additional
seasoning through time and experience. The lack of experience and
depth continues to hinder the DIT particularly through the lack of
capable first-line supervisors. On the positive side, the new
employees have stayed with--the department (so far), and retention
has not been a problem. They have also maintained a high level of
morale. The DIT apparently has maintained a relatively good
public image (relative to the role of the tax collector in
society? and there does not appear to.be a perception of
corruption or inertia.

15. B.  Self_Assessment

The DIT is now completing successfully the third cycle of
self-assessment. Though there are still a good number of .
ambiguities in the law which are gradually being resolved, the DIT
is determined to see the process through. Certain aspects of the
12w, however, still pose of challange to the DIT i.e. the
completion of reassessments/audits within a one year time period.
The public seems to be accepting the new requirements well

enough. The DIT kMowever has come to realize more clearly the
importance of the public information function.



15, C. Economic Circumstances

The most important external factor, not mentioned in PES 83-1 is Jordan's
current level of economic difficulty, and the implicit effect on tax
revenues. The initial project design was undertaken in a period of ecornomic
growth and optimiem. Real GDP, for example, increased at an arnual rate of
F-10% during the period 1975-981, declined to approdimately 3.5% in 1982-1983
and has declined further recently.

Jardan's economic/financial vulnerability to adverse external developments ha
heen underscored by the events of recent years, especially the recessionary
conditions in the Gulf States. wage far, levelled off at abouwt $1.1 billicn
i 1982 and 198Z%, following a decade of rapid growth; Arab grant aid
{including EBaghdad payments) fell from a peak of %$1.2 billion in 1981 to $300
million in 1983, and to %830 million in 1984; and exports, hit by the effects
of the Iran-Iraq War, declined in 1983 by 22%4. As a resuli, imporits rose by
only 24 in 1982, then fell by 6% in 1983 following a phenomental £8 percent
annual rate of increase during 1975. The decline in imports has both
reflected and contributed to the growth slowdown/stagnation.

Jordan's general economic mslaise will: impact-to-some externt -on the collectic.
== gf—income tanes—rvd , b?lextenston;-bh5prdject”effbrts;“”The“ﬁéductiéﬁ‘in'Ara
= Agsistance, - and the redd@tion-in-growth of wage-earner remittances results in

less economic activity, and presumably in less taxable income, and in less

collected revenue. The econoinic situation also has some effecte which seem
contradictory. The financial situation is such that the GOJ must emphasize
and seek to increase tax revenues, particularly through income taxes.

However, the GOJ also hesitates to tread too heavily becauvse of fears that

further net taxation (at some point) may: (1) further depress the economy:; (&2

push marginal firms out of business; and (3Z) encourage capital flight.

It is impossible to quantify the net effect of the economic situation an the
tar collections, given that a good portion of the national inceome is not taxe
for one reasan or another. There is an effect, however, the main result of
which is that the assumptions of increased revenues attributable to the
previous levelse of economic growth are no longer valid.

BEST AVAILAZLE COFY



Item 16 Project Inputs

The project budget detailed in the amended agreement and project
paper includes a U.S. contribution of $2,000,000 and a GOJ
contribution of %1,482,3500 for a total project cost of
$3,482,500. The U.S. contribution consists_.of..a._provision of
$1,700,000 for technical assistance and $300,000 for training
related activities. The GOJ contribution consists of the
provision of counterpart personnel, support to the training and
technical assistance, and the procurement of the new computer
system. As indicated in Attachment C, expenditures from the U.S.
contribution total % 1,111,000 as of 30 June 198GC.

A. Technical _Assistance_—_AID financed

The amended preject agreement calls for 116 person months of
leng—term technical assistance, supplemented by 26 months of
short—-term assistance, for a total of 142 months. The Tax Team
consists of 3 long—-tram advisors: a Compliance Agvisor/Team
Leader: a Data Frocessing {(ADF) Advisor specializing in systems
development; and- -an ADF Advisor specializing in programming. This
represents a net increase of 1 long-term advisor over the initial
project design.

The timely provision of appropriate technical assistance has been

a problem throughcocut the life of the Froject. The initial ADF

Advisor/Team Leader arrived on schedule in October 1981. FPES 83-1

. indicated the delay/difficulty-in-recruiting the Compliance —~ -~ .

== Advisar. oA © T qualified candidate arrived &t post in Octaber .
TEETEof TF820° TA very distinct personality conflict developed in the
first 2 years of the Project between the initial ADP Advisor/Team
Leader, and the Director General of the DIT. With the mutual
concuwrrence. of IRS, AID, and the DIT he was reassigned at the end
of this tour in September 198F. Despite mutual agreement on the
need to fill the vacant position quickly, and an agreement to
proceed in anticipation of the project amendment/extension, the
new long-term data processing advisors did not arrive at post
until January 1985, approximately 15 months after the departure of
the original advisor.
This long vacancy had a serious effect on project implementation
in view of the relatively low level of technical competence within
the Computer Sectiorn of the DIT. The problem was partially
ameleorated through shorit-term assistance by IRS, and by a local
consultant. IRS suflied a consultant who performed a thorough
data processing analysis and survey in October 1983, who assisted
in drawing up a scope of work for a local computer consultant to
cantinue efforts, and keep the system functioning, until the new
advisor (s) arrived. A short-term data processing advisor arrived
in March 1984 for a two month assignment. Lastly,
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two long—term candidates were identified in August 1984,
preassignment TDY's in October, and returned for the long—-term assignment in.
January. The difficulties in the data processing area are discussed in more
depth in the section on project ocutputs. The period af time from the
departure of the original ADP advisor until the arrival, for long-term
assignments, of the new advisors represented a technical vacuum for the
computer section within the DIT. Frogress was much less than had been hoped.
Some serious data validity problems developed through system crashes which
occurred in the abscence of technical expertise From a more positive point
af view, the short-term assistance was able to keep the existent svstem

functioning, and to make some improvements to safeguard the validity of the
data.

arrived for 2 month

The problems have been resalved,

new advisors. The Tax Team is now cemplete and on site.

are working within the context of the target work groups
descriptions

hopefully, with the arrival at post of the
The three advisaors
The position
for the leng—~term advisore are contained in Attachment D and the
revised workplan is shown in Attachment E. The Team Leader/Compliance Advisor
is assisting the audit and cellection function, developing appropriate
procedures for self assessmeht and serving as general advisor to the Director
General of the DIT. The Data Fruccss1ng System Advisor is working with the
_ Systems.Erogedures and-Analysis group. “The Data Processiing Programning. .
Advicsor . is.waorking with the Computer Section. - The long-terimi advisors will be
cupplumented by short—term advisors: approximately &6 months of assistance in
the areas of training and public information ie plamnned, and approximately 4
months of assistance in developing specific audit plans/technigues.

#e indicated in Attachment H, the revised implementation plan, it is
anticipated thalt the Team Leader/Campliance Advisor will complete his second
tour at post and depart in September /October of 1986, at which peint,
conpliance activities should be compleled. The Data Frocessing Advisors will
remain through the FACD and possibly through 6/30/87 depending on progress in
the inetallation of the new data processing system, and to see the system
~through the 87 self-assessment cvcle.

The FASA agreement is most probably somewhat under—funded for the services
currently planned due to development after project design, i.e. increased posi
differential allowances and higher than anticipated salaries for the
additional advisors. Sufficient funding should be available however within
the Froject to cover the shortfall, and extend the FACD, if necessary. When
assignment to post costs are firm, a thorough review of the FASA budget and
expenditures should be undertaken. The financial plan for the Fro;ect c&n
then be amended accardlngly by implementation letter.



Local_Consultants

A new element in the technical assistance component is utilization
of local expertise in the data processing field. As indicated in
attachment F, USAID Jordan has_approved a contractual arrangement
between the DIT and the Royal Scientific Society (RSS) to provide
data processing assistance in the development and programming of
the n=2w ADF system. The RSE effort, supplements the resources of
the department, and the Tax Team. Such assistance was envisioned
in the revised project paper and is necessitated by the magnitude
of the effort, which exceeds the internal capacity of the DIT
computer section. The design task has been incorporated into the
RSS scope of work. This effort will receive most of the attention
of the IRS Data Frocessing Programming Advisor, and a good part of
the attention of the IRS Systems Advisor. The DIT personnel will
help out where they can, and the exercise will serve as an
on—-the—job training opportunity. An important benefit of this
arrangement is the develcgpment of a longer-term cooperative
relationship between the DRIT.and the RSS which can extend after
project completion. "The DIT will most probably require continued
outside expertise, and a relationship with the RS5 can meet this
need.

c. Training -_AID Financed
The training component of the project. totals $300,000 and includes
participant training through the IRS INTAX progren. specialized

training, and 1ncountry training activities. To date,

expenditures under the training component total $141,000. The
aeneral framewcrlk of the training component remains as indicated
within the original project paper. However, the revised project
emphasis on institution building through the organizational growth
of spacific work groups of the DIT is reflected in a focusing of
the training componernt on the specific training needs of these
entities in additicnal to other agreed upon training needs.

1. INTAX

The revised project envisioned 15 DIT participants in the
INTAX Frogram. s of 6/30/85, ? participants have completed the
couwrse, The INTAX Program is a particularly appropriate training

opportunity for staff assigned to the SFA, and a total of 6 staf+f
members will attend the course over the life of the project. (3
of the designated SFA members have now completed the course). A
toltal of 9 other supervisory or senior level employees within the
DIT will also attend INTAX seminars with specialized follow-up
rrograms arranaed around their functions within the DIT.



2. Specialized_Training

a. Public_Iinformation_and_Training_Section

in an appropriate institution for staff members of the Public
Information and Training Section (PIT). The training would
consist primarily of observational training opportunities in IRS
training and taxpayer informaticon centers coupled with appropriate
short courses. Training courses of approximately 3 months in
length will be provided for 2 employees. This training will take
place in Feb/March 1936.

b. Systems_Frocedures_and_Analysis_Group

In addition to training under the INTAX Frogram, 3 month Training
courses in statistical analysis will be provided to 2 employees of
the SFA group. '

= Computer Section

The project originally noted the need for on—-going data processing
training particularly in respect to programming and system
design/analysis. It was also recognized that the small size of

DIT made impractical an in-house data processing training

capacity. With USAID assistance, the DIT attempted to prepare..

.___with the University of.Jordan a self-study course. A number of -
T T iesson modules were prepared and tested-by- the DIT and the UOJ.T 7 -
Results were not encouraging. Several points were quickly evident:

- The nature of the subject material mandated use of the
‘English language as opposed to Arabic. Most of the
students did not possess the necessary background.

-  Self Study as a learning mechanism was culturally fareign
to many of the students.

- The UOJ was not capable of preparing the lesson modules
in a manner that was understandable to the students.

In view of the results of the testing of the actual modules,
development of the self-study course was curtailed in late 1983.

Specialized training for the Computer Section has proceeded in a
more traditional manner. A course was organized in February/March
1785 at the RSS on COEOL programming and systems design. The IRS
Frogramming Advisor assisted as an instructor “/resource. FEoth the
NDIT and the IRS advisors considered the course quite successful.

A total of 18 p/m of training was provided to 12 employees.



- 10 -

Eoth the RSS staff and the IRS programming Advisor have

followed-up the course with on—the-job training exercises in which
the DIT personnel are working both in programatic modification to
the existing system, and on some aspects of the new system. While

- some. specialized-programming/systems ‘training may ‘be offered to =

'"—"”“1*2'emproyees, assuming candidate(s) of sufficient technical and

fl

language background are identified or recruited, the general view
of the Tax Team is that the training provided -is most probably
adequate for the level of technical expertise which the current
staff can hope to attain. Additional on-the-job training will be
routinely provided by the RSS and IRS Frogramming Advisor.

E. Development of_ the Tra1n1ng Capacity within_the DIT

The training function within the DIT has become well
established in certain areas. Basic training courses for newly
hired auditore/assessors in aczcounting, auditing and tax law have
heon most successrul. With the use of resources within the DIT
and those provided-by AID approximately 375 employees have
received a total of S71 months of training. Most of the targeted
employees have attended more than one course. The training
courses which were developed are continuing for new emplovyees
hired as a result of normal turnover/attrition and for increases
in staff necessitated by the conversion to self-assessment.
Throuah the end nf the project USAID will continue to assist the
DIT in the presentatlon of the following courses for newly hired
assessors: -

- " Basic and advanced accounting for income tar.
- Afuditing.
- Tax Law.

USAID has also supported the DIT in the presentation of English
lLanguage Trainingi!, to enlarge the pool of potential
counterparts/participsnts: to assist employees (particularly in
the romputer section and SFA group) in utilizing technical
materials in Englishi and to improve the capacity of a select
group of auditors for firms with books and records in English.

With the exception of the English Language Training, this phase of
the training component is largely complete. After the completion
of the audit methode/standards TDY, (probably in 198&6) USAID will
finance the development of an advanced auditing course, to
institutionalize the results of that TDY. In accordance with past
practice, USAID will cconsider financing, on a case by case basis,
a portion of the DIT s out—of-pocket costs for the presentation of
the training énurses. By the end of the project the DIT should be
prepared to present 2ll of the basic training courses as an
in-house training function through the Fublic Information and
Training Section.



D. GOJ._Inputs

The GOJ inputs under the Project consist of operational support to
the project advisors, the provision of personnel for the .
counterpart working groups, ‘and. the provision-of the- computer -and-
other facilities. The GOJ has, in general, provided the inputs
specified. There have been some developments with respect to
these inputs which are worthy of note. '

1. Clerical Support

Farticularly with the expansion of the Tax Team, clerical
support and trancsletion became a serious problem to the Advisors.
DIT personnel available did not possess the necessary
qualifications, and the GOJ salary structure precluded a salary
leevel adequate to attract the needed skills. Virtually all of the
DIT. documentation/office correspondence/staff meetings and |
briefing are in Arabic, and thus there was a continuing need for
translation services.. In January 85 USAID/IRS-arranged to obtain
the services of a secreatary/translator to supplement the clerical
suppurt provided by the DIT. '

2. Frovision_of_the_computer_and other facilities.

The GOJ provides all necessary computer hardware and related

m;9§t§~gsnamgaf§wpﬁﬁLt’s contribution. The initizl compute -cost ot

== (the first:ogeneratiomr of data processing equipment) was purchased - b
-and- installted -by—the-DIT in 198! and was considered a part of the - -

G0OJ contribution to the project. The project extension included
the purchase and installation of a new computer system designed to
accomodate the DIT s expanded requirements attributable to the

. changeover to self-assessment, and the expanded utilization of

automated data processing in tax administration.
’ The IFE for the new computer system was issued in 12 Dctober
1?83, An 1RS data processing consultant offered comments on the
terms and conditions of the IFE prior to the issuance. The

~contract was awarded in March 1984 to Data General. The new

system was installed in March 158% and became fully operational in
May 1985. The IRS advisors supervised the site preparation,
installation, initial programing and acceptance testing.

The DIT has also recently moved into it s new office building
which has been under construction for 3 years. While the new
facility was not considered a direct part of the GOJ contribution,
it is nonetheless a positive factor, since the old facilities were
very much overcrowded, which hindered productivity and worlkflow.
The GOJ willingness to make an investment of this magnitude for
the DIT further emphasizes the commitment to the development of
the organization.



3. GOJ_Personnel

FES 8Z-1 identified counterpart personnel as a problem. This was partially
attributable to the administrative reorganization of the DIT, and partially tc
the fact that the role of the Tan Team cut across the traditional
interoffice, organization. The amended project design formulated the concept
af & mid-level erganizalional unit which would provide a counterpart worlking
group for the advisors, and an institutional capacity for the review of

systems, procedures, and operational results.

Father than seek individual ceounterparts, it was agreed that this graup,
designated the Systems., Frocedures and fnalysis (8F%) section, wuu}J sErve as
the primary counterpart entity to the Taw Team, particularly the Team Leader
and the Systems Advisor. -The Computier SBection would serve as a «© unt rpart

greoup for the short-term advisors in those fields, and for the Team Leader, in
the interim. This concept was accepted by the DIT and incorporated in the
Amended Froject Agreement. In view of the importance of counterpart
persanniel, a covenant on group staffing was added. The GOJ personnel
contribution under the Froject was redefined in the project paper amendment 1o
include the personnel to be assigned to the target worlk groups (Lthe SFPA, FIT
and Computer sectlmn). '

Staffing- for LRE. CDMﬁUIbP"uecLlan -did not“repru ent a preblem since the group
was “in existence. Mew employees were hired and, though inexperienced, appear
adequate. Staffing for. the new sections proved somewhat more difficult. The:
SFS group is the organizatiaonal base of the Frgject. Farticularly with a
charnge in Director General of the DIT, it became apparent that the concept was
riot initially well understood. Four members of the group were appointed in
September, 1984 and worked with the advisors on SFA activities. With the
departure of the short-term advisors in Movember, the group diminished through
attrition. While many necescsary duties were accomplished on a part—-time

ad hoc basis, the group was not officially formed {(as a full-time wunit) until
May 1985. In the Fublic Information and Training Section, two employees have
been assigned-(and -are-performing) the funcliecns. In summary, USHID is
gatisfied that the reguiremsnts for counterpart personnel are rnow met, but
there has been delay. There will alse be a need for close monitoring to
ensure that these worlh groups continue and conform to the appropriate role.
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Item 17 Project Outputs

Frogress can best be examined in the context of the project
outputs which were refined-.considerably in-the-revised-project

-paper. The-revised project outputs; and ver1f1ab1e indicators are
illustrated in Attachment G.

n. Output No._ 1: A _functional System Procedureg_and Analysis
Group

The SPA group is intended to be the organizational unit
capable of designing, testing, reviewing, and implementing
information and document processing systems, both manual and
automated. The Group is also tharged with addressing
statistically the requirement for monitoring compliance.

Froject Design envisioned a group of 6—10 employees, with a
variety of skills, (data._processing, assessment/audit, collection,
statistics) who would be capable of performing special analyses
and the systematic on going review of operations, and procedures.

- The SFA is the counterpart work group for the IRS Systems
Advisor and the Team Leader Counterpart Advisor.

- The SFA group is specifically charged as serving as an
1nterface between the computer sectionand the rest of the
_DIT ‘This “5—part1cularly importance _since-data processing
T is the primary means through which data is stored,
diszeminated, and analyzed, and all sections within the DIT
are reliant upon this data. :

As indicated previcusly, the group bhas been recently formed, and
consists of 6 employees. The employees who have been chosen,
however, are well—-qualified and motivated. All are University
araduates from the group of enpleoyees who entered service in 1682
tafter the purge). Three cof the six have seome data
proucessing/systems training, twe are auditors/assessors., and one
has a backgaround in-statistics. The IRS Tax Team is satisfied
with the composition of the section. While the SFA does not have
a trachk record, the DIT as a whole and the Director General have
gradually come te accepl the systems/analysis role. In this
context, there has been considerable progress during the past year
which has bheen accomplished on an ad hoc basis, generally by

individuals now assigned to the group.

1. The best example of this progress is the process through
which the DIT established the parameters for the new data
processing system. 1n September 1784 an advisory group was
organized by the Deputy Director General (since promoted to
Director Gemeral) which reviewed systematically the data
processing requirements. The first four members of the SFA



participated in this exercise and performed the staff work to
detail and corganize the accomodations in a coherent manner.

Information requirements were drawn up and refined, and needs were
prioritized. Though the resultant package represents a wish list,
to some extent, the interdisiplinary approach, and thorough. ' -~ __.

‘examination of requirements, was a step in the right direction.

-

2. The inadequacy of the old computer system (hardware and
software) became increasingly apparent with self—-assessment.
Similarly, the technical limitations of the computer section
contributed to the problem. DIT management recognized that part
of the preblem was the approach which had been taken to data
processing and the role/expectations of the computer section. The
problem was addressed through the formation of another advisory
commi ttee, which reviews and thinks through requests for automated
systems/information from the computer. This committee has greatly
reduced the extraneous demands for program '
modifications/inforimation and the assignment of lesser priority
duties to the section. This is as well .. an important step
because the computer section had often spent considerable time and
effort on project activities which did not contribute to the
accomplishment of the overall objectives.

. In October 1984 the early SFA group focused on errors in the
Natiocnal Taxpaver Account Number Index, which often caused
payments/assessments to be posted to the wrong .account. . The group.

~took.-a.sample:of the index-to determine the magnitude of the =
. errcneous . data and-reviewed the cause of the errors. -Te correct- = -

the situation, a verification/check system was put in place to
reduce the number of future errors. To correct the errors already
in the system, a procedure was established for review/correction
a2t the time of filing during the 84/85 self—assessment cycle.
Feview of progress in March 1985 indicated that both the new
procedures were having the desired results, and that the account
number index was gradually being cleansed.

4. With the assistance of counterpart personnel, the IRS Team
Lead:=r undartcok a review of the withholding records .for the
payroll deductions of large firms and discovered that many
withholding agents were significantly in arrears. A test
telephone follow-up procedure was initiated for collection by the
compliance counterpart. Results were such that the withholding
section immediately implemented frequent telephone follow-up.

S. Fudimentary delinquency checks were begun in 1984. One
involves comparing list of filers in one year to non-filers in the
prior-r/next year. The other check compares data on two returns for
the same taxpayer for two years. Returns involving large
discrepencies were assigned for reassessment. Use of such
procedures is a positive development which can be built upon when
new computer bardware and systems can be utilized.



6. In 1984, at the request of the DIT, the Institute for Fublic
Administration completed an organizational review of the income
tan department which made recommendations concerning the structure
and included sample position descriptions. Though of limited
utility, this document provides the base for further ST -
-organizational-review -and-ctarification: T

The above mentioned activities are representative of the

~analwvtical Functions which have been performed by the DIT. Other
“initiatives are noted in the IRS Team Leaders monthly progress
reports. These examples illustrate that there is a cognizance of
thie functicon for the SFPA group and that prooress towards the
achicvement of the output has been realized. It is important to
note as well that the progress°has been in many different
functional areas e.g. activities have been undertaken in respect
to collection, assessment, automated system planning, and
procedures. Fuhure activities through the FACD are indicated in
tine reviseaed wor“ plan, 2ttachment E.

The group is ndw established and working full-time, primarily on
the design of the new data processing system in coordination w1th
the RSS effort The second current project of the group is
coordination with the computer section of a major taxzpayer account
purification exercise. In July, the group will also start con the

irst detailed review of the 1985 sel f-assessment cycle results
{for compliance guidance-and statistical analysis. With the
formalization of the SFA's existence, this output is now on
Yracky- Thn—remalnlng taslk is to’institutionalize the work -
“furictions where it can continue to play a productive role when the
project is completed

H. Output No 2: Complete_Conversion to_Sel f- Assessment

The DIT has now completed the third cycle of self-assessment and
this output is largelyv achieved. The backlog of agency assessment
(prior te 1983) is being gradually reduced, appeals and court
actions are gradually clearing through the judicial process. EBoth
the public and the DRIT have come to accept the new system. The
DIT considers that it has passed through, successfully, the most
crucial aspect of the process i.e. public acceptance.
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The DIT has improved it's performance through each of the three cycles. The
initial cycle in 1983 (tax .year 1982) was chaotic. Despite some..advanced - — —
.planning,- the lack—of experienceé both of the personnel in general and in
respect to self-assessment techniques, resulted in considerable confusion, as
was expected. A major problem developed in that the tax law of 1982 provided
a retroactive reduction in rates, and therefore virtually all taupayers
subject to withholding were due refunds. This multiplied the quantity of
documents to be processed. The DIT worked through the difficulties. Much was
learned froem the initial cycle which resulted in improvements the second time
around. The DIT was considerably more adept at handlimg the numbers of
peaple, {(most taupayers pay in per=son rather thaen by mail). FReturns were
analyzed for common errors which were due Lo either unclear instructions, or
poor format. The guidance prepared for the second cycle concentrated on these
areas. The DIT alsc was more practiced at processing the gquantities of paper
agenerated. Manual systems were developed with the help of the IRS advisor.
The third cycle 1985, tax yvear 1984 showed continued improvement, bolh in
terms of internal processing procedures, and in the provision of taxpayer
extension services and guidance. Fublic Informaticn campaigns were viewsd as
having been succeesful. In completing the conversion process, however, there
are a nuinber of major problems to be addressed including the following:

- The data purification exercise described under output Meo. F will
result in additional agency assessinent action as taxpayer accounts

B sre. reconciled. A special task force will be assigned to this

i Ay - o N =1 o =t ’ -

- While self-assessiment documents are reviewed or audited, the
internal process still leaves much to be desired. The DIT needs to
refine/determine appropriate procedures for selecting returns for
examination. Standard self-assesement approaches and technigues
must be prepared. These are major compliance tasks which will
require the Team Leader /Compliance Advisor and short-term assistance.

- The Systems for the collection and utilization of third party
information must be improved to help in the audit function.

- Sooner or later, though perhaps not under the Froject., the DIT must
addrecss the issue of accournting standards for tax purposes. The
relative lack of generally accepted accounting principles within
Jordan for at least lack of agreement on standarde) is a long-range
Problem for the DIT, with an important impact on the audit process.



cC. Output Z: An Operational Automated Data Processing_Capacity

automated :
The effective use cf/y aga psocessing has been an objective of the

Froject since inception. The initial data processing systems and

programs were developed and installed by an—IRS PASA-Advisor-as a- -

preproject-technical—assistanceactivity.” With self-assessment,
however, the DIT reached the limitation of the first generation of
computer hardware/software. This element of the Project is
therefore aimed at the development of a state—of-the art data
processing system. As its contribution the GOJ has purchased and
recently installed the necessary new hardware, and recruited
technical staff for the computer section.

Development_of_the Caomputer_ Settion

An important aspect of this output is the development and
organizational growth ot the Computer Section. The section must
be 'able to operate the systems developed after project
completion. Over the project to date, the technical capacity
computer section has represented a problem. The role of the
section and its responsibility vis—a-vis other entities of the
DIT was npt well defimed. The technical capacity of the section
has not been adeguate to the task, which led in turn to an over
dependence on the day—to-day operational involvement of the IRS
fidvisors. When the initial advisor was reassigned, the technical
staff was unable to do more than maintain operations at the
minizum,. level.-which-was inadequate for the-Department. - o

“These problems are now beiﬁg,addressed. " The staff has completed

additional training in programming and systems design through the
FSS. Additiona! on-the-job training is provided by the IRS
Frogramming Advisor. With the establishment of the SPA group the
roie of the Computer Section is now more clearly defined. -The SFA
group reviews data processing requirements from the perspective of
the users and develops a requirement package, which establishes
the parameters of the programs to be written. The Computer
Section then writes the programs. The SPA group is responsible
+or testing and spprowving the programs, establishing supporting
precedures, and, in coordination with the Computer Section,
installing the proaram. Thus the role of the Computer section,
izl (1) writing the programs withir, the parameters established by
the SFPA and making corrections through the testing process: and
(2) operating the computer, and the approved programs in
aczcordance with DIT procedures; and (3) inputing data into the
computer with required validity/veritfication checks.

The design, programming, and installation of the new data control
and processing system represents a major project focus. The
objective is teo provide the DIT with a base capable of meeting
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-requirements. for-self assessment, future management needs” for
“raeportingand data manipulation, flexibility for minor ad;ustments

realistic data storage and cpntrol requirements for a periud.bf
—10 years (with gradual modifications depending on technological
advances). The new system must take into consideration

in the tax law and in procedures, and safeguards for internal
control and security. Most importantly, the system must be
develcped in cognizance of the probable technical capacity of the
Computer Section, and the limitation thereof.

- The skill level required for normal operations must be
minimized.

- The system must have safety checks to minimize or hinder the
input of erronecus data, posting errors, and tampering,
accidential or intentional. .

fs indicated in the Froject Faper Amendment, it can be reasonably
assumed that the DIT Computer Section can achieve . an "advanced
maintenance" level of competence, which is defined as the capacity
to malte minor program modifications, to manipulate - data, and, to
adjust programe te changing requirements tror wutput (reports etz.)
and formats/procedures. If routine programming, within the
confines of an established system, can be accomplished internally,
the DIT can seek outside assistance when technical requirements
exceed thpir capacity. i ) '

‘;Thp deelopment of ‘the new information system is a task of-
considerable complexity and magnitude. The IRS Advisors have
guided the DIT through the early stages of the process. An
advicory group met frequently during the past 8 months.
Requirements were drawn up and refined from the percspzactive of the
users. Needs were prioritized to some extent. Lastly,
assumnptions were made as to future requirements. The
requirements were synthesized into a working paper, which was
cleared by the Director General.

The design effort is now underway. As indicated in the input
section, the RSS, under contract, is assisting in the development
of the final systemn design guided by the IRS advisors, the SFA
group, and the Chiet+ of the Computer Section. They have completed
a ¥irst draft which is now under review. When the final design is
completed and accepted, the programming phase will begin. The
final evaluation of the project should review the measure of
sufess of this long process of technology transfer and its
overall effect on the DIT



The Computer Section staff is not directly involved at this point
in the design stage, except for the Section Chief. The staff is
occupied in maintaining the current system, and in a major data
purification exercise. The taxpayer account data basze represenis.
the base of the current and- new- system. -The data-base now
contains a great number of errors. It is essential that this
information be cleansed prior to entry into the new system. Under
the guidance of the IRS Team Leader, this process is now

underway. One of the difficulties of the old system was that the
machine capacity was insufficient for the transaction records to
be on line at the same time. and tha data is thus organized in
cycles, which prevented the preparation of a hard copy of all
transactions. The IRS Frogramming Advisor solved this problem by
preparing a program nodification to combine the cycles, and
finding a computer at a local bank with the necessary capacity. to
resert/combine the data. To compare the information currently
wilhin the tavpayer files, the original backup data entry tapes
will &#lso be re-entered and compared to the transaction listing by
account number. - Differences in the listing will indicate items in
question for further review/analysis. These iteme will then be
compared to the coriginal documents which are being sorted by
taxpayer rather than by taupayer/cvcle. The process described
above is a laborious one which is expected to take about 6
months. However, the result should be a reasonahbly clean data
base with which}to start the new system.

o ]

=t T summary-Pragress -has- been—-made -in the accomplishment of this

" output, but, the task has only begun. The new system will easily
require a minipum of 1 one year of effort, and may necessitate an

extention of the PAECD if progress is delayed.

Oudput Mo. 42 Fublic_Information and_Training_Section

This output refers to the development of a small unit within the
DIT with the responsibility for the preparaticn and presentation
ot taupayer education materials, guidance, and instruction. The
aroup will-also develop and coordinate, and monitor training
activities internal to the DIT particularly in respect to the
ongoing training for new assessors/auditors. The Fublic
Information and Training Section (FITS) has nct 'yet been
establicshed formally. However, three employees have been assigned
to the envisioned tasks on a full-time basis, and that represents,
for the moment, a satisfactory level of organizational progress.

The training, clement of this output is well established within the

DIT. The basic training courses are organized and conducted under
the supervision of the DIT training coordinator, and are of the
same high quality noted in FES 83-1. The DIT demonstrated
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Competence in organizing/conducting a new training courses in the recent
examples of the computer training through the RSS and the English language
training program: In-each case&, the DIT ‘developed the course criteriay -——-—
discussed the course with a number of potential institutions, contracted for
the services, and monitored performance.

The public information element of the output is less advanced. The DIT has,
with the assistance of the IRS advisors put on three public relation campaigns
(one for each of the self—-assessment cycles). While successful, these efforts
wust be viewsd as rudimentary. Each campaign was the result of special task
force effort working under tight time limitations. Thus, the product was
hurried, unpolished and minimal. Similarly, taxpayer guidance/and instruction
needs to bes Lhought out and prepared well in advance, of the seli-assessment
cyole. '

Itew 18 Froject Furpose

The project purposs is, as staled in the project paper, to ernhance the
institutional capacity for income tax administration within the GOJ. As
indicated previously the means by which the purpose is to be realized changed
during the project redesign effort to emphasize the institutional growth of
target units within the DIT, and the transfer of technology in the areas of
sl f-assessment, and automated data proceesesing.

The 1nu1rﬂtors wh1ch aemans+rmtp the end of pro\ec+ status are caonsidered to
be the following:

- New organizational units functioning and able to continue independently
after project completion.

- Self-assessment implemented and a capacity to continue efforts to monitor
and improve compliance.

- New computer system and programs in place and the capacity to operate the
ongoing systems ef ficiently. C

- Improved record keeping, reporting, and analysis through the use of
computers.

The progress towards each of the above indicators has been discussed in
section 17, project outputs The project purpose is attalnebIP with
possible need for an evten51on of the PACD by & months.



Item 19 Sector Goal

The Froject Sector Goals are as indicated in the revised project paper: an
~increased generation of domestic revenue, and the enhancement of the capacity
for public administration within the 60J. FProgress towards the goal is
satisfactory given the external factors i.e. reductions in the tax rates which

sulted in reduced growth of income tax revenues, and the general economic
situation. o

Ttem 20 Beneficiaries

The Froject beneficiaries remain as indicated in the criginal and amended
project paper. Further comment on the beneficiaries at this time is rot
pertinent.

Tt

The Froject has not had any unplanned effecte during implementaticn to date.

ftem Z2  Lessons Learned

(1) Though hardly & new or distinct lessaon, implementation experience has
cserved to emphasize, once again, the need to ensure to the extent possible,
the timely availability of technical assistance rescurces.

Section 15 on prcjeci 1nput_ and FES 83-1 detail the experience and_delay
encountersd in obtaining the required loAg=term advisors.  The identification
o f dpprﬂpfluté candidates is obviously the responsibility of the implementing
Fa5a agency, the IRS. The IRS is & domestic agency, and perhaps overseas
technical assistance receives a relatively lesser staffing priority.
N'nwtnwlndai where project design is clearly dependent from the outset on
zonnel from & spécialized agency, such as the IRS, an effort should be made
to .aura1nnte closely with the agency, identify candidates and alternates
during the design process, and come to clear agreement on: (1) gqualifications
of specific selected 1nd1v1dud.;. (2) availability within a given time {rame;
arnd {3 the likelibood that a candidate will be prepared to enter intoc & firm
commitment Lo go to & specific overseas assignment.
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(2) The Income Tax Assistance Project in Jordan represents a case
study in the transfer of automated data processing technology.
From the preproject stage of technical assistance, IRS advisors
have assisted and quided the DIT-through this:process. —In: 1979
when this effort began there were very few major computer systems
installed in Jordan (less than 10). The DIT computer was
purchased in 1980, (before that time the Department utilized open
computer time in other locations). Under the amended project
design, the IRS advisors are helping the DIT into the second
generation of data processing. There have been considerable
ditficuities in the process e.g. the low level of technical
competence on the part of the computer section staff has yet to be
overceme. Yet. the "affort is progressing. The Project has
helped the DIT. over time, to clarify the reasonable eupectations
for the role of the Computer. The new system is under development
“in cognizance of the level of technical expertise which the
section can reasonably hope to attain. The develcpment.of the SFA
aroup as an interface with the Computer section will also
strengthen the data processing function by ensuring/level ot
system review prior to programming. a

Feview of this process of technology transfer, in it’s entirety.
should be useful, and can be undertaken in the course of the final
project evaluation.
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icome Tax Assistance
I.D. GRANT NO. 278-0247 USAID/JORDAN

‘oject Description: Thls pro;ect is a technical assistance /training effort,
plemented through a PASA with the IRS, aimed at improving the capacity for
icome tax administration within the GOJ Department of Income Tax (DIT).
‘oject objectives will be achieved by: (1) Development and implementation of
wroved operational systems for income tax assessment, collection, clerical
‘ocessing, and administrative services; (2) development of the GOJ capacity
»r training in management and systems development; and (3) enhancement of the
rerational automatic data processing capacity within the DIT.

ITHORIZATION DATE AND U.S. LOP FUNDING AMOUNT PES NUMBER PES DATE PES TYPE
\qust 17, 1981 $1,000,000 83-1 MARCH 1983 X Regular Other
(Specify)
'\STRACT PREPARED BY:  ABSTRACT CLEARED BY, special
'ANLEY A. STALLA CONT, RROMANO pecia
:SISTANT PROJECT PRG, DLEATY Terminal
'VELOPMENT OFFICER PO, TPEARSON
RCH , 1983 RLA, KODONNELE

) This interim project evaluation was originally scheduled for the 2nd quartor

~ of FY 82 as an-in-housé review aimed at rev1ewing the GOJ's progress in -~
\stafflng the computer.faCLlLty .and-keeping-.its-equipment operational, and at-
assessing the general degree of support accorded the project. However, a
decision was made to postpone this evaluation to the 2nd quarter of FY 83
because: 1) the arrival of one of the two key long-term IRS advisors (the
compliance advisor) was delayed almost one year, and this advisor was to

participate in the development of a revised workplan and in reviewing project
objectives with respect to audit/assessment/compliance; 2) the IRS backstoppin
office had planned an annual project review/evaluation for December, 1982;

and 3) the GOJ was in the process nf implementing the self-assessment provisic
of the new 1982 Income Tax Law.

To date, a total of 31 months of long and short-term technical assistance has
been provided, and aporoximately 90 person months of training have taken place
The advisors have made substantial progress in the development of a tax
administration capability, particularly in respect to ADP applications. The
most notable accomplishments to date include substantial improvement in the
data entry and tax payer accounts processing system, initiation by the DIT

of precedent-setting enforcement action for non-compliance, completion of a
comprehensive training needs study and establishment of methods and priorities
for future training. However, project implementation is approximately one
year behind schedule due to the delayed arrival of the tax compliance advisor,
the massive internal reorganization undergone by the DIT and, uncertainty
surrounding the composition and passage of the comprehensive revision to the
Income Tax Law. In order to obtain assistance in the implementation of the
self-assessment provision of the new tax law and the restructuring and re-
building of the DIT, the DIT will request a one year extension of the project.
Because of a lesser level of expenditure to date than envisioned, as well as

a restructuring of the training component, the proposed extension will not
require additional funding.

BEST AVAILABLE COFY
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(3) A'good deal of progress has been made toward improving the DIT's

(4)

operation systems for collections of revenue, and for administrative
procedures (document entry and workflow). Less progress has been
made in the area of Income Tax assessment, primarily because of the
learning process. involved in changing (as stipulated under the new
tax law) from an agency- -assessment to a self-assessment system, and
because of the massive reorganization to the DIT, with a resultnat
need to train new. employees in-such—areas as assessment, undertaken
at the end of 1981. Because of the urgent, unanticipated training
requirements presented by the DIT's administrative reorganization, the
DIT has devoted an even greater than anticipated effort to meeting

its ongoing training requirements, particularly in accountlng, tax
law and assessment. The preparation of an ADP programming course,

in conjunction with the University of Jordan and for the use of the
DIT and other GOJ entities, is’ proceeding as scheduled. Primarily
due to the presence of the IRS ADP advisor, a great deal has been
accomplished toward the development of a fully operational ADP svstem.
The data base has been improved to the point where information can be
abstracted for management use. The DIT staff are improving their
technical skills in writing program modification and adjustments.

As this interim evaluation is being written only 18 months into the
project, at a stage when some components of the project have just
begun the 1mplementatlon phase, it is premature to discus lesscns
learned. This topic is more appropriate for the terminal evaluatlon,
which is scheduled for six months after project completion.
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REPORT OF STATUS AND SUMMARY OF ACCOMPLISHMENTS OF INCOME TAX ASSISTANCE
PROJECT AS OF MARCH 31,1984

I. BACKGROUND

- Successive evaluations of the activities under the initial Income Tax ,
Assistance Project have occured in August of 1982, and in March, 1983. The
March, {983 evaluation and summary was based upon a revised workplan which
eliminated elements of the original workplan which were accomplished, or which
were. judged unfeasible based on the changing circumstances. This summary is
intended to be part of the foundation for a new and expanded effort to
increase the effectivness of the Department of Income Tax as a principal
contributor to the public finances of Jordan. :

II. GENERAL OBSERVATIONS

As will be detailed below the strides made during the past 12 months were
modest, but measured against the backdrop of the adverse circumstances into
which the Department was cast, they demonstrate a continuing committment to
place increasing reliance on the Income Tax system as a tool for public .
finance. Some of the the more significant adverse circumstances which
hindered progress are as follows:

1. As noted previously the Department was stripped of virtually its
entire technical staffing just prior to the beginning aof the original project.
Thus while ADP advancements were possible, the ability of the department to
conduct any activity other than training of new tax technicians was almost non

existant. At the same time as the-Department was.endeavoring to rebuild its = .

staff of about B0 assessors from almost nothing, the first round of self-
assesment clearly demonstrated the need for a staff of two to three times of
that which was required under the old agency assessment system. The
institutional strain produced in any organiztion which attempts to double or
triple in size is great; when that same organization is required to bootstrap
itself at the same time the challange is enormous. In retrospect, prior
evaluations and warkplan revisions did not accurately foresee the impact the
1981 upheaval would have an the Department.

2. The late passage of the new tax law was noted previcusly as a praoblem
of timeliness, but the full impact of that statute was not realized until
later. Combined with a near universal underestimation of "the number of
taxpayrs who would comply with the self-assessment lawy; was a lack of
appreciation for the impact that the reduction in the tax rate in the fourth
calendar aquarter of the year and the concomitant requests fer refunds weould
have an the department. This tremendous workload highlighted the limitations
of the DIT's existing ADP hardware. Ultimately, requests for refund had to be
calculated, audited and checks prepared by hand. This process was barely
completed in time to release some employees so that preparation for the 1983

self-asessment filing season could procede.

3. There remained a lack of what was termed an Organization and Methods
staff, or 0&ZM group. In retrospect the reason for this is relatively clear.
There were bareluy enough trained and qualified personnel to perform the front
line work. There was certainly not encugh time to identify and develop people
into mid-level type positions as envisioned for the O&M staff.

“B\
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4. As noted above the unanticipated geametric grouth in the flow of
papers and documents resulting from the new tax law highlighted the
inadaequacies of the Department’s first generation ADP hardware. Aside from
the fac*t that it suddenly became too small for the workload, was the
additional circumstances that there was was a distinect lack of technical
progress among the programming staff in the. Department, and the inability.
to locate a replacement for the ADP, advxsar who completed his two year tour in

-September and departed post. -

III. ACCOMPLISHMENTS DURING THE PRECEDING TWELVE MONTHS

Despite the significant problems noted above, there has been a rather long
list of minor sdvancoes whichy taken together: provides clear indicia of a
commitment to, and potential for the Department of Income Tax to become fully
functional and dynamic organiztion within the next two years. Some of the
more important activities and accomplishments are as follows:

1. The Department planned and executed a masssive recruiting and
training =ffort which has increascd total staffing from near zeroc in 1981, to
45Q as of March 314 -1984. Of this number, 215 are fully trained and qualified
assesssing officers, and another 14@ perform semi-technical tasks such as
collections, third party information technicians etc. The fact that there nouw
exists job categories classified as semi-technical represents an advance in
that it recognizes that not all personnel must be fully trained as assessors.

2. The Deparfment has institutionalized its field collection activity
and has eight full.time persons assigned the task aof researching delinquent

--accounts and making contact with offenders.  One benefit which is at least
partxallg attributable to this effort was an increase in the- total revenue -- - - -

collected for the 1982 tax year despite a significant reduction in the rate of
tax imposed on individuals.

3. In January of 1984 the Department launched without cutside help, its
second annual public information campaign to assist taxpayers wishing to
comply with the new self-asssessment tax structure. While the campaign was
largely a replication of the effort undertaken during the last filing season
with the help of an IRS specialist, it perhaps was instrumental in part in
insuring that self-assessment would not be a one year phenaomenon as had been
the case in the recent past.

4, Although there was no formal 0&M group formed withing the department,
there was some progress in the decision-making process in that direction.
Prior IRS surveys and reports noted a lack of delegation and consultation in
the decision-making process. During the past 12 months there was evidence of
staff discussion and delegation in areas of collections, evzaminations and ADP
planning. While there remains a lack of full staff participation and
research, the efforts in this area so far are encouraging and should lead to
the promotion of qualified employees to mid-level staff positions.

5. The Department has broadenaed the categories of taupayers required ta
file tax returns, and has initiated a rudimentary form of unidentified
taipayer survey. Lists of known businesspersons and professionals have been
obtained from trade groups and liscensing agencies and compared to data
extracted from the computer. While this effort has been rather crude and
uncertain, now that the precedent has been set and the value of the exercise
demonstrated the activity is ripe ta become a routine everC1se using. the new
computer harduware.

7,;1/
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6. There has been instituted a crude examination priogity classification
system for self-assessment returns. While this was born of necessity due to
the unéxpectedly large number of returns filed,. it has forced the recognition
that the Department cannot now, and probably will never be able to conduct
examinations an 1007 of the tax returns filed. Later should come the
recognition that such wide examination coverage is not necessary or even
" desirable in a self-assessment tax system.

7. The Department has comissioned a complete study of its organizational
structure, to be performed by the Jordanian Institute for Public
Administration. The analysts agreed to cooperate with the tax team in
preparing their findings. The study is to recommend changes in the
organizational structure, and is tc includa the preparation of job
descriptions for all positions in the Department.

8. The Department is committed to a complete upgrading of its physical
facility. A new & story building is scheduled for occupancy in June of 1984,
and another building is scheduled to be started soon after. Thus the
operations of the Department which are now at three widely separated locations
may be consolidated ias early as the end of 19835
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11.C - Project Inputs

The total project cost, as indicated in section IV is '
approximately $3,483,000. - AID inputs consist of technical assistance
ana training and total $2,000,000 for the 64 month span of the .
project. GOJ contributions are estimated to be the JD equivalent of-
$1,483,000 consisting of appropriate managerial/technical staff
support, counterparts, provision of a computer and related costs, and
facilities/service support for the IRS technicians.

1. AID Inputs - Technical Assistance

The project originally callea for a total of 72 months of IRS
technical assistance. The total technical assistance under the project
will be increased to 142 person months. A total of 46 months of
assistance were provided through 12/31/83. The project extension .
through 12/31/86 requires an additional 96 months of assistance. This
will consist of: the cervices of 3 long-term advisors, ( a team leader
for 32 months, two AUP aavisors for 24 months each), and 16 months of
short-term a551stance.

A . Long-Term Advisors

The aavisory team will consist of three long-term advisors
supplemented by short term advisors. The long-term advisors will have
a general knowleage of all areas of tax administration and specilized
Skills. T =

Team Leader/Compliance Advisor

The Compliance Advisor is responsible for assisting the DIT in
developing the institutional capacity to assure the highest possible
cegree of taxpayer compliance with the new tax law. This involves the
following areas.

(1) Taxpayer motivation: The advisor will make appropriate
recommendations regarding tax taw, administrative policy, and internal
procegures aimed at motivating anu facilitating taxpayer compliance
- with law. -

(2) Assessment Efficiency: The advisor will assist the DIT in

developing and refining the system of assessments, assessment review,
ana appeals.

(3) Collection Efficiency: The advisor will assist the DIT in
assuring that adequate collection systems and procedures are

establisheq.
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The compliance Advisor is also a generalist in the field of
tax aoministration and is expected to provide guidance and assistance
as necessary in administrative areas such as organization, management,
training, and personnel. The Compliance Advisor will also serve as
Team Leader with overall responsibilitity for the implementation of the
Project. ~Team leader responsibilities include the following:

(1) Serves as principal advisor to the Director of the DIT
ang other appropriate DIT officials. Advises and offers
recommendations on all aspects of income tax administration.

(2) Supervises directly all IRS and contract personnel
assignea to the Project. Assigns tasks and evaluates performance of

subordinates. ..

(3) Liaises and coordinates with (a) the USAID Project
Officer and other USAID Officials; (b) the Tax Administration Advisory
Services Division of IRS (IRS/TAAS); (c) the Director of the Income Tax
Department ano other GOJ officials.

(a) Developes specific project plans, reports, and other
communications requirea by USAID and IRS/TAAS.

(5) Monitors all contracts and agreements under the training
component of the project.

Data Proce551nngcv150r - Systems

The*System Aavisor will work primarily with the Systems,
Procedures, and Analysis (SPA) group. The Advisor's role will be to
provice guigance ana airection in developing a capacity for-the
following:

(1) Analysis of manual ana ADP needs, and preparation of the
cgetailed plans requirea for implementation of systems to meet
those neeas.

(2) writing Programmer Requirement Packages (PRP's) for programs
to be written by the Computer Section.

(3) Cevelop test data and precetermined results for systems
acceptability testing (SAT). Testing of programs written by
the Computer Section to insure they function as intended.

(4) Reviewing, analyzing and writing procedures to detail
document processing from the moment of receipt to final
agisposition for both manual and ADP operations.

(5) Conauct feasibility studies for proposed computer support.

(6) Train users of computer outputs how to use reports
effectively and how to request adoitional computer output for
new or special neeas.

)



(7) Develop a plan for the orderly conversion of ADP operations
from the ola system and hardware, to the new. This will
include identification of programs and files requiring
conversion and time frames required for the conversion
process.

While the role of the Systems Advisor will be advisory, he
will perform his task by demonstrating the work to be performed and by
proviaging on-the-Job training to the systems staff. The Systems
Advisor has a major role in the evolution and development of the SP&A
group as well as in the computerization of the Department of Income Tax
functions.

Data Processing Advisor - Programming

The Programming Advisor will work with the Computer Section in
developing the programming skills necessary to support and maintain the
Department's computer installation. The advisor will provide guidance
ana direction to the crogramming staff and assist in writing cocmputer
programs as deemed necessary.  His specific duties will include the
following:

(1) Advise on proposed hardware, software and related equipment
required by the Department.

(2) Aovising on site preparation, installation, acceptance
testing, review of bonds and guarantees and maintenance and
servicing arrangements.

(3) Provide the programming staff.with job training in COBOL

""programmlng ana other available software.

(4) With! the assistance of his counterpart, the advisor will
oversee the modification.and writing of all computer programs.

(5) Levelop ana document operating procedures for computer

~ operations (i.e. back-up production files) and develop a
system ocesignea to schedule and control the associated
computer work flow.

(6) Develop and document programming standards for all
programming activities, i.e. naming conventions, testing
conventions, copy libraries, production libraries, etc.

Short-Term Technical Assistance

A total of le months of short-term technical assistance is
includea for specialized expertise where requirea, and to provide for
assistance beyona the work-load capacity of the long-term advisors. A
total of 3-5 months of short-term assistance will be required to
provige data processing assistance prior to the arrival of the

long-term agvisors. An additional 2 months of short term assistance
will be requireog to replace the Compliance Advisor during his home

leave. A total of 6 months of short term assistance is allocated for
the cevelopment of the Public Information and Training Section.
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" PROJECT ONE: MANAGEMENT/ADMINISTRATION: CREATE SYSTEMS, PROCEDURES AND

ANALYSIS GROUP

A. BACKGROUND

The first IRS survey identified problems associated with the
organizational structurc and operational deficiencies within the Department of
Income Tax stemming from, among other things, communication and information
gaps in the management infrastructure. The recommended solution to these
problems was the creaticn of what was called an "Organzation and Methods® or
"0&M" group. UWhile efforts to staff this group continued during the life of
the initial project term it was not until the end of this term that it was
realized that it would not suceed because of a simple lack of personnel with
the requisit mix of managerial and technical skill to carry out the tasks
envicioned for this group. Faced with the combined effects of an almost
entirely new technical staff, and & .workload swelled bu self-asessement
returns and refund claims, most management actions were taken on a purely ad
hoc basis and no progress on this project was possible.

Following the scheduled completion date of the intitial two yezar preject and
at the request of the Department, the IRS conducted a survey of the status:of
the future needs for ADP systems and hardware. In the part relevant to
project one, the survey concluded that the most sucessful ADP applications
vere those that began as. successful manual systems, then transferred to
electronic equipment to perform the more laborious and time consuming
processing. The survey report noted that in successful ADP operations, the
work of designing manual systems and converting them to ADP applicatons is
performed by specialists called Systems Analysts whose function is to study,
design and document the processing systems, write procedures and train system -

-users, prepare spee&ﬁ{ealtonf for "ADP - programmers, and validate the input and

output--from-ADP-equipmenti: -

In addition to ADP csuystem development requirements, as understanding of the
implications of activities required to implement self-assessment have
developed it has been recognized that research, study and analysis are
required to identify and correct factors which lead the public to refuse or be
unable te comply voluntarily with the income tax law. Several ad hoc

groups and committess have been appointed to conduct studies and research into

areas of non compliance. This type of work falls naturally to the Systems,
Procedures and Analusis Group. ‘

P. PURPOSE AMD SCOPE

The purpese of the new Systems,; Procedures and Analysis group {(or SP&A) will
be broader than that contemplated for the 0&M aroup in the coriginal project.
This broadening i3 in recongnition that the shift to a self-assessment tax
sustem rlaces incrzaszd burdens on management. The self-assessment tau: system
manager must have information about compliance patterns, because a successful
sel f-aszessment system can only be built upon a taxpaying publics confidence
that the tas laws are being enforced fairly and uniformly. This confidence
follows from enfercement actions taken by the Department of Income Tax which
are balanced and equitable. Pecause skilled technical staffing is always a
finite commodity which ususally falls short of the available workforce, the
assimilation and distillation of large volumes of information generated by
self-assessment can be performed economically onlg by ADP methods.

oo,



The broad purpose of the SPF&A arcup is to design information sustems which
wili uvield data needed to plot effective compliance enhancement strategies.
It is also the function of the SFZA group to insure insofar as possible that
all required actions leading to a complete and successful conversion to
self-assessment have been delegated to responsible officials.

C. PLAMNED ACTIVITIES
{A. SELECT STAFFING FOR SYSTEMS, PROCEDURES AND ANALYSIS GROUP

SCHEDULED START: APRIL ’85

The SPZA group will function primarily as the counterpart of

the IRS tax team advisors. It will have an interest in all
areas of the Department!s operations and will perform staff
inquiry and analysis in all areas, and especially in ADP
activitizs. Pecause of the large anticipated workload for this
groury it should be staffed with a minimum of six people. Three
cshould be skilled, or have an aptitude for ADP systems design.
The remaining three persons should have experience in all areas
cf the Department’s technical operations and should possess good
writing skills. Some management experience or aptitude is
desirabley, and at least one of the non-ADP staff persons must

be fluent in English and Arabic.

1P, PREPARE A COMPREHENSIVE MISSIOM STATEMENT FOR THE DIT

SCHEDULED START: APRIL '85

In oFder to properly fulfill its purpose the SP&A group must
procede from a fundamental understanding of the role of the
Derartment in a Self-assessment taxation scheme. From this
definition it can be determined what actions should be
undz2rtaken in order to fulfill this role and accomplish the
DIT obiectives.

[
)

. PREPARE JOP DESCRIPTIONS FOR THE DEFARTMENT
SCHEDULED START: MAY '85

After the mission of the Department has been defined the activities
nec2esary to the acomplishment of this mission can be divided

and azsiuned to individuale who can be held accountable. Lack of
undorstandirg of worl: expertations leads to the omission of tasks
vital *o the cuccess of Department’s mission, and generates
cenfusion and frustration among the workers. Pecause the SP&A
crour will fumc:tion in all areas of the Department it is natural
that the arcup start by studying all jobs in the Department in
terms af thes organictional mission and structure, and to write
descriptions and instructinns which will insure that all functions
have been made the responsibility of some specified person.

AN \11/



1D.. PREPARE DOCUMENT HAMDLING PROCEDURES

SCHEDULED START: Julu ’83

Precently errors are made because document handling procedures
are given orally without a written reference. In additiona there
is not trail of accountability for vital assessment and collection

" documents and historical files. Files and data are lost or mis-

placed because correct procedures are forgotten, or not transmitted
uniformly to newlu hired personnel. Inconsistently applied
procedures leads to errors and omissions which can permanently

.disablz the assessment and collection functions in certain

{E. REVISE

individual tay cases.

EMPLOYEE INCENTIVE AND BONUS SYSTEM

SCHEDULED START: Sept '85

The first IES survey identified the public employment

salary structure az a disincerntive to the attraction

and rctention of highlu skilled and qualified technicians,
particularly in the ADP area. Despite the recent increases in
salaries to G9J worlkers, this continues to be a problem which needs
to be addressed by an equitable system of Ponuses and Awards. In
erder to be successful, the new system must be perceived as fair
and equitable. Objective criteria must be established and
utilized to the euntent possible in evaluating and awarding

talented and skillful personnel and pruv1d1ng 1ncent1ve to

4new and lesser able employees.

1F.  ENVIRO

15. TRANSF

NHENFAL SURVEY OF NEW BUILDINGS
SCHEDULED START: -

The rlan to consolidate Departmental operaticns into
threoe buildinas in one location presents an excellent
cppecrtunity to tailer the facilities to suit the
changing neetds to self-assessment.

£ER OF INACTIVE HISTORICAL FILES TO MICROFICHE
SCHEDULED START:

Use of filing =sustem is inhibited by the preczence of

large numberc of files not used on a regular basis.

Thie activity will identify no-activity files and place
them un microfiche.



PROJECT THO: TRAINING: CREATION OF PUBLIC INFORMATION AND TRAINING SECTION

‘A, BACKGROUND

The prior projecty and earlier IRS surveys identified shortcomings in the
Pepartment’s training programs. A lenghty report on training needs was
undertaken early in 19682, but for a variety of reasons, not the least of wh1ch
was the 1981 organi:zational upheaval noted above, many of these
recommendations could not be fulfilled. In addition to the problems
identified previously, the change to a self-assement tay system has burdended
both the Department of Income Tax and the taxpaying public in new ways. The
burden to the former results from a dramatically increased workload resulting
from the numbzr of assessments made each year. This in turn requires the
department to maintain a laraer staff of technical and semi-technical
rersonnel. Natural attrition among an expanded staff now demands that the
Department be prepared to routinelu conduct training for newly hired assessors
and othercs who replace those whao quite, retirey, or otherwise leave the

department.

The burden on the taupauing public results from the imposition of the
requirement that they annuallu render some self-styled statement to the
Pepartment summarizing *heir financial activities for the pericd. Prior to
the enactment of the 1582 tax law there was no inducement for taupayers to
routinely maintain reasonably accurate books of account for their business
transactions. Since it is the income tay law which now makes this demand aon
taupayzrs it is naturally incumbent uron the Department to undertake programs
which in time will enable the public to prepare increasingly accurate

zel f-assessment tax forms.

_ B.. PURPOSE AND SCOPE—-

Thic project will attemgt to establish a full time section whose twofold
purpose is to.’a) insurc that all emplouees receive needed job specific
training in a timely mann2r and (b) prepare and disseminate appropriate
educaticnal materials to enable thez taxpauing public to prepare increasingly
more correct sclf-assessment document;. ’

C. FLANNED ACTIVITIES

2A4. CREATE AND GTAFF PUCLIC INFORMATION AMD TRAINING SECTION
SCHEDULED START: April '85

The Departwent should recruit two full-time persons

with proven =zkill and euperience in the field of education
and public velationzs. une should also have some managerial
or aduinistrative skill or potential, and should be named
hezd af the section. The other should have skill in the
praparation of written educational materiale for a variety
of literacy levels. .

BEST AVAILABLE COPY
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2P. COMDUCT DEPARTHMEMT WIDE SURVEY OF TRAIMING ACHEIVEMENTS

SCHEDULED START:

In order tec correctly design a training program it will
be necessaru to identify the level of achievement of each

employee.

CONDUCT COBOL TRAINING PROGRAM

SCHEDULED START: Completed

The Department expects installation of a new computer
which should be ready in =arly April '8B5. Also, expanded
information needs are being generatead by the new
self-ascseszment tax cystem. The department needs to

add programmers to the staff to assist in preparing the
new computer as an effective tool for tax administration.
Potential programmers stould be selected from applicants
within the department, with priority given to those with
characteristics identified in the recent IRS survey
report. ‘

ZD. CONDUCT TRAINING IN FUNDAMENTALS OF ADP AND SYSTEMS AMALYSIS

SCHEDULED START: May ’85

At nc time during the initial two year prcject has there
emeraed an ADP technician within the department who
. -demonstrates the requisite skill to‘conduct the:

-~analysis necegsary to prepare sophisticated ADP
arplications. This activity is aimed at offering a combination
of textbook work and OJT for persons assigned to the SP&A
group,

MAMAGEMENT TRAINIMG FOR SPZA GROUF

SCHEDULED START: April '85

In order for non-ADP members of the SPLA aroup to become
fully effective as compilers and communicators of
management information they must have management skills.
Thic acvtivity conlemplates early INTAX training for those
calucted toe the SPEZA aroup.

ZF. PREPARE/ADAFT STANDARDIZED TRAINING COURSES AND TEXTS

SCHEDULED START: Sept. 85

Pecause of the regular attrition that will accompany

an erpanded staff standardized courses in Accounting,
Auditing and Ta: Law should be prepared to insure
uniformity in the presentation of the material necded to
perfaorm e=seszment duties correctly. Courses to provide
srecialized training in criminal investigative techniques
will be developed and presented.

BEST AVAILABLE COFY
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PROJECT THREE: SELF-ASSESSHMENT AND RETURNS EXAMINATICN

" A. PACKGROUND

With the enactment of the tax law of 1982, Jordan again made an effort to
convert from a relatively inefficient agency assessment method of collecting
income tax revenue, to the self-assescment system wherein each taypaver is
assessed and pays his proper tax each year. The second assesssment period
draws to a clcse in April, 1984 and it appears that efforts to
institutionalize this sustem in Jordanian society stand a good chance of
succeeding. If this essential effort is to succeed finally, substantial
organiztional adjustments will be required. '

P. PURPOSE AMD SCQOPE

The purpose of this project will- be to complete the conversion from the older
agency assessment process to a full self-assessment system. This project is
concerned with conducting those activities which in sum will equal a balanced

enforcement effort. :

C. FLANNED ACTIVITIES

3A. PROMULGATE ACCOUNTING AND RECORDKEEPING STANDARDS

SCHEDULED START: June ’'85

Accurate Self-assessments can only be prepared by taxpiayers
who suystematically maintain books of account and records of
__transacticons which.are significant for income .ta: purposes.
Tt is the duty of the Department to specify standards to
the benefit of taxpayers. o

3B,  CONDUCT PUBLIC INFORMATION CAMPAIGNS
_ SCHEDULED START: Sept. '8B5

The concept of self-assezsment and recordlkeaping is not
widely understond in Jordan. It is the duty of the
Deparlment to inform taxpayers what is expected of them

in the way of recordkeeping and to annually conduct
information campaigns to assist in the preparation of Correct

returns.,
3C.  CONDUCT COMPLIANCE MEASUREMENT SURVEY
SCHEDULED START: GSept. 85

The necessary process of influencing tayxpauer behavior
censists not only of assisting them with preparing records
and rcturnz, but also of reacting to areas of error or
abuse. Compliance measurement devices can be used to
pinpoint such areas and guide in the preparation of
corrective measures.

BEST AVAILABLE COFY



1), CREATE EXAMINATION PRIORITY CLASSIFICATION SYSTEM
SCHEDULED START: Jan. '85

The large number of self-assessment returns received

during the firet filing ceason serve to point out that

it is not poszible or necessary to examine the accuracy

of each document. Priorities and criteria for the selection
of certain returns must be established and adhered to if

the concept of balance and equity in the process is tao

be achieved.
~3E. PHASE-QUT AND ELIMINATION OF AGEMCY ASSESSMENTS
SCHEDULED START: Jun '85

As tha ADP data base is corrected to give an accurate
natiznal index of tavpaders, and the taipayer accounts
sustem gives accurate data about pre-1982 assessments
it should be possible to shedule the remaining azency
asseszzments and complete the conversion to

sel f-assezsment.
JF.  PROMULGATE AMD IMPLEMENT PROCEDURES FOR PROSECUTION CASES
SCHEDULED START: Jan '85

In the balanced enforcement approach to self-assessment,
a vital companion to taxpayer service and information
cmrmn nnaodg the idea of prosection for flagrant ignorance or
abuse of the law. . Criteria-for identification, and
prococdures foir evidence accumulation and presentation
to be used b Assessors specializing in this field are

nacaesard.

4l



PROJECT FOUR: COLLECTIONS AND TAXPAYER IDENTIFICATION
‘A, BACKGROUND

Great strides have been recorded in the area of collections and taxpauer
identification since the first IRS survey. Methods to control flow of funds
from withholding agents, and internal controls over funds collected are two of.
the most notable. Also significant is action taken by a field collection
force organized during the first project to make the Department an active,
rather than merely a passive collector of revenue.

B. PURPOSE AND SCCPE

The duties of the Collection section rconsist of detecting taxpayers who are
delinquent eiiher in the payment of taues or in the filing of returns. This
project is directed to collectihg revenue due the department.

C. PLANNGD _ACTIVITIES

4A. ESTAPLISH COLLECTION CLASSIFICATION AND PRIORITY SYSTEM
T SCHEDULED START: Jun '85

With the large number of cases and amount of assessed tax in the

aceaunts, some method of determining priorities for collection

action is in order. Once a corrected taxpayer account list

is grovided hy the ADP sectiony accounts should be categorized

by amount and age as a potential measure of collectability.

Pravision will be made for accounts which are "doubtful”
smmhiligdueEn age, amount, or for other reason -and effort will be

s e - —direpcted to the appropriate accounts.

42, DEVISE AND IMPLEMENT SYSTEMATIC DELINQUENCY PROCEDURES
SCHEDULED START: Jan '85

D-“wvuoncg consists of taupayers who fail to self-assess

25 reauiread by law, and taxpayers who refuse or fail to

pav aczecsed tades in a timelu manner. Systematic procedures
will ensure that the best methad of contact with the taxpayer
wi!l te selected and thereby the maximum benefit can be
roalized from the collectors’ time. Success of this effort
ie dorondsnt upon ADP procescing and so starting ‘date is
nectoon=d until it is anticipated that the ADP syctem will be

running.

BEST AVAILABLE COPY



~oprogramming areac-by=delays in the -.delivery of-the new,conputer hardware.” The

PROJECT FIVE: AUTOMATIC DATA PROCESSING
SCHEDULLED START:

A. PACKGROUND

The majority effort expended by IRS advisors since the first survey tean
visited in 1573 has been in the arez uf Automatic Dala Frocessing.
Achievements to date have been mived. There is apereciation in the Department
for the fact that a modern, self-assessment tax system caunot function without
the processing speed obtainable oply with modern computers. The Tirst
generaticn hardware currently being used has proven useful for same tasks, but
for a variety of reaccas including the inability to attract qualified
programmers and technicians, the need is recognized to move to
state-of-the~art hardware and systems.

Pased upaon the IRS survey it was Jdecided that the Department of Income Ta
would purchase a newy, larger computer to handle a more complex varitey of
processing tasks, and that additional ADP assistance would be provided by the
IRS in a way which balanced the programming assistance with the systems design
and execution which had been lacking. Two data processing advisors were
identified and caommenced a 90 day detail which ended in Novemher, 1964,

During this time they cbtained a good overview af the task ahead, but they
were limited in thier ability to accomplish any sub=taxt1a.vwarl in the

. IRS advisors returned-in January, 1985 for .a long term assignment. Delivery

and installation of computer hardware began in Febiruary and is expectad to :se
operational by April.

B. PURPOSE_AMD SCOPE

The purpose of this project is to make the computer a useful tool in the
compliance enhancing efforts of the Department of Income T2, and to develop
the staffing necessary to keep a newly desigued sysiem aperating. In view of
the quantity of work remaining between now and the Project Completion date,
and in vicw of the speed with which strides have bzen made in the fpast it ic
deemed advisable to seek out the services of an in-country concsultant
qualified to rander additional assistance for both the commencement of new ADP
systems, and to assist in the development of a relationship that will erabloe
the DIT to become self-sufficient in the ADP area without going outzide the
country for systems and programning help.

C. PLANMED ACTIVITIES

5A. CORRECT AND PURLFY TAXPAYER ACCOUNT DRATARASE

" SCHEDULED START: Agsril "85

The uriginal ADP effart began with an attempt to transfer

the buoklkeeping effort for the taxpayer accounts to ADP

methods. In order to get as much utilization of the existing
hardware, an effective and efficient computer file structure

was designed. Unfortunately what it gained in efficiency and
economyy it lost in fragility and corruptability. For reasons
which will never be entirely known certain data has been lust and
corrurted rendering the computer cutput so unreliable as to be
useless. The first effort will be to correct information

in the machine and to identifly and correct manual systems

U9



which lead to corruption of the database.
SB. "DEVELDP PURIFIED NATIONAL NAME AND ACDRESS INDEX FILE
SCHEDULED START: aApril ’85

Thke. original index contains numerous errors and cannot be relied
upon with any degree cf regularity. The index must be redesigned
and rezprogrammed for the new system incorporating safeguards

to provent circumvention of validation routines. The system must
incornrorate automatic updating and error resolution cycles. New
recards must contain adequate reserved space for future additions
to the data fields.



SC. DEVELOP DATA ENTRY VALIDATION SYSTEM
SCHEDULED START: May '85

Current data entry validation mathod (visusal) 1is not
acceptable for the processing of sel f-assessment returns.

A program must be written for the duplicate entry of each
document, follocwed by computer comparison of the entries and an
error licting whenever there ic a mismatch. ¢ by-product of =zuch a
csystem is a method to evaluate guality of data enlry by
vperators. As part of the data entry procius a new level of
document verification will be instituted. This level batween
the assecsor and the data entry pecsonnel will kBc respuncible
for insuring that required information is preczant cn documente
before they are sent for data cotry.

5D. DEVELOP COMPUTERIZED FILE NUMRER ASSIGHMMEMT SYSTEM
SCHEDULED START: oOct. 'ES

The present manual system of azzigning and recording file numbars
does nct contain adequate safeguards againcst duplicate file
numbar assignments, trancposition of digits, etc. The new sycstem
will have-an operator query the computer for the next -available
numbery, and the-operator wculd immediately input the taxgmayer
name,: address and other pertinent .identitication .information.
This would serves as an addition or updatze cf the Mational

Index file. E

SE. REDESIGN TAXPAYER ACCOUNT SYSTEM
SCHEDULED START: Hay ’85

Following the correction of the old taupayer accounts, the rnew
computer hardware will combine the zbility to conduct math
verification of self-ascessment and other documents, issue bills
and notices of adjustments and delinquencies, and immediate
on-lins access to tanpayer ledger bhalancues for all years.

5F. DEVELOP COMPUTERIZED THIRD PARTY INFORMATION SYSTEM
SCHEDULED START: Hair. '8&

The third party information section containg the hest available
background for preparing accurate assessmenis, or reassessments.
The present manual system is capable of matching only a very samll
percentage of third party information to self-assessment returns.

Criteria for input of selected third party information will be
developed and programs written to identify undar-reported income

and non-filers.,

BEST AVAILABLE CCFY



5G. DEVELOP RETURNS CLASSIFICATION SYSTEM

SCHEDULED START: Oct. 85

Seli-assessment produces more documents than can be checked

with present =taff, and it is not advantageous to attempt

to examine 100% of self-assessments. A preogram must be developed
to assist in the identification and selection of returns for
examination according %o criteria designed to maximize the

level of veluntary compliance.

SH. MIGRATION TC MEW COMPUTER HARDWARE

SCHEDULED START: May 85

In conjunction with 5A and SP above as programs for the new
system arz develored, zelected racords from the National Index
File and the Taupager Account Files will be moved to new
cocmputer hardeara. Movement of data will occur after validation
procedures have been performed to maximize purity of the data
base.

L
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'FFICE OF THE DIRECTOR

UNITED STATES ..oENCY FOR INTERNATIONAL DteELOPMENT
AMERICAN EMBASSY
AMMAN — JORDAN
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April 30, 1385

Mr. Salman Tarawneh

Director General

Department of Income Tax : t.
Amman, Jordan

Dear Mr. Tarawneh:

Subject: Income Tax Assistance
AID Grant 278-0247
lmplementation Letter No. 17

In response to your letter dated 19 March 1985, we are pleased
to allocate a total of § 24,000 from the Project.to finance the
services detailed within your agreement with the Royal
Scientific Society (RSS). Thls amount corresponds to the J.D."

amount of 9, 500 referencea ‘in .your letter. We note that section -

the system as currently env1sxoned, ‘and that the cost is not
included within the indicated price. We will therefore defer
consideration of the financing of section 4 of the proposal
until the initial stages have been successfully completed.
Please be advised that all expenses under this allocation must
be incurred prior to the Project Assistance Completion Date
(PACD) of 31 December 1986 as indicated in Amendment No. 1 to
the Project Agrecment.

The disbursement conditions require payment at the completion
and acceptance of each of the three stages of effort. 1In
accordance with the terms of the proposal, USAID will pay, in
Jordanian Dinars, the amount indicated for each stage directly
to the RSS on behalf of the DIT, upon submission of the
following documentation.

-- SF 1034 in an original and three copies.

-- An invoice from the RSS c]axmlng payment, detailing
services provided.

-- A written report, approved by the IRS Tax Team, which
describes the system documentation delivered, relates the
documentaticn to the requirements set forth in the scope of
work, and assesses the utility of the work in respect to
the DIT's objectives and the following stage(s) of the task.

PN | PU.C
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-- Your certification to the expenditure in the following
format.

"you are requested to reimburse the Department of Income
Tax by the amount of . I certify that: (a) the
services for which reimbursement is requested have been
satisfactorily delivered; (b) the costs therefore are
properly reimbursed in accordance with the terms of the
agreement; and (c) all reports required under the terms of
the agreement have been submitted”.

As you have discussed with the USAID Project Officer, Mr.
Sheldon, the role of the RSS is an integral part of project
efforts which requires close coordination with the IRS Tax Team
and appropriate DIT personnel. The nature of this working
relationship, and the development of the organizational base
within the DIT, represents both a concern and a project
objective as indicated in the Project Agreement. Annex 1 to the
Project Agreement, and special covenant 5.4, address this
concern by our mutual agreement that two new work groups would
be established; a Systems Procedures and Analysis (SPA) group
and a Public Information and Training Section (PIT). These new
sections along with the Computer Section were envisioned as the
primary counterparts to the Tax Team, and as the organizational
units which would be developed during the course of the
Project. The date spec1f1ed for satisfaction of this covenant
was 20 December 1984.

We are aware that progress has been made to date in the staffing
of these functions. Individuals have been assigned duties in
the areas of training and public information; and a number of
the tasks planned for the SPA group are being performed on an ad
hoc basis. Particularly with the RSS effort underway, however,
we consider it vital to the success of the Project that the new
groups be formally established with full time staffing to take
full advantage of the RSS and Tax Team efforts. The IRS Tax
Team has presented you a draft work plan for your review and
comment which illustrates this coordinated approach.

Section E of Annex 1 to Amendment No. 1 of the Agreement refers
to the need for project evaluation and indicates that a
mid-project evaluation/review should be held within a few
months. Given the planned departure of the present USAID
Project Officer, we would like to complete this review in
May/June. To avoid duplication of effort, the annual IRS



project review has been scheduled for the same time. Mr.
Scollick has advised .you that Mr. Stehmer from IRS Washington
would be in Jordan in May. This evaluation should be an
appropriate opportunity for us to discuss progress to date, and
to review planned activities over the remaining life of the
Project. We would appreciate your assistance in designating a

representative from the DIT to participate in the evaluation and

to serve as your liaison in the process.

We would be happy to discuss with you any points in this letter,
at your convenience, if you have any questions, or if we can be
of any assistance.

Sincerely yours,

Lecaldl 7 Zoees,

Gerald F. Gower
Director

cc: His Excellency :
Dr. Abdalla’ Nsour -

Ministry of Planpning
Amman, Jordan

5k
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ACTION MEMORANDUM FOR THE DIRECTOR

DATE : April 22, 1985

FROM : Douglas Sheldon, Controller££}]7

SUBJECT : Income Tax Assistance Project (278-0247)

Problem

Your signature is required on the attached Implementation Letter
No. 17 under the subject project to allocate funding for data
processing services, and to advise the GOJ on other matters.

Discussion

Implementation: Letter—No. 17 - -

- establishes -a*-funding. allocation/commltment ‘'of $24,000;

- reminds the DIT of the need for satisfaction of Special
" Covenant 5.4.; and

- advises the DIT of the project evaluation and requests a
representative to assist in the process.

A. Allocation of funding for RSS assistance

The design, programming, and installation of the new data control
and processing system. represents a major project focus. The
objective is to provide the DIT with a base capable of meeting
realistic data storage and control requirements for a period of
5-10 years (with gradual modification depending on technological
advances). The new system must take into consideration
requirements for self assessment, future management needs for
reporting and data manipulation, flexibility for minor
adjustments in the tax law and in procedures, and safeguards for
internal control and security. Most importantly, the system must
be developed in cognizance of the probable technical capacity of
the Computer Section, and the limitations thereof.

- The skill level requlred for normal operations must be
minimized.

- The system must have safety checks to minimize or hinder
the input of erroneous data, posting errors, and
tampering, accidential or intentional.



As indicated in the Project Paper Amendment, it can be reasonably
assumed that the DIT Computer Section can achieve an "advanced
maintenance" level of competence, which is defined as the
capacity to make minor program modifications, to manipulate data,
and, to adjust programs to changing requirements for output
(reports etc.) and formats/procedures. If routine programming,
within the confines of an established system, can be accomplished
internally, the DIT can seek outside assistance when technical
requirements exceed their capacity.

The development of the new information system is a task of
considerable complexity and magnitude. The IRS Advisors have
guided the DIT through the early stages of the process. An ad _
hoc advisory group met frequently during the past 4 months.
Requirements were drawn up and refined from the perspective of
the users. Needs were prioritized to some extent. Lastly,
assumptions were made as to future requirements. The
requirements were synthesized into a working paper, which was
cleared by the Director General.

Over the past 3 months the Tax Team, the Director of DIT, and I
have discussed the need for additional assistance in data
processing, to supplement the resources of the department and the
Tax Team. Such assistance was envisioned in the revised Project
Paper and in the amendment to the Project Agreement. The work
that is now required greatly exceeds the capacity of the DIT
computer section staff.- The task has been incorporated in scope
of work contained in the RSS proposal. DIT personnel will assist
where they.can. To the extent possible, -the exercise will be on
the job training effort for the DIT staff. The effort will
receive the full-time attention of the Programming Advisor, and
most of the effort of the Systems Advisor who is also working on
the manual document and information procedures.

There are a number of advantages in utilizing the RSS to provide
the extra services required, the most important of which is that
RSS possesses the required technical capacity combined with
arabic language ability. They are also very interested in being
involved in the activity, and have provided the services of three
staff members. The Tax Team Advisors are satisfied that the
three proposed staff members are capable of doing the required
task.

The work is divided into three stages: detailed study and design;
programming; and system conversion/implementation. Outputs for
each stage are sufficiently well defined, and completion requires
the ‘approval of the IRS Tax Team. Payment is on a fixed price
basis at the completion and acceptance of each stage. The
overall price of J.D. 9,500 is a minimal charge significantly



- ‘ev

'lgss than the actual cost of the personnel employed. The RSS is
interested in using this activity as an entry into
projects/consulting work of this sort, and has been encouraged to
be helpful to GOJ entities.

The most important benefit in utilizing the  RSS for this exercise
is the development of a longer term cooperative arrangement
between the DIT and the RSS in the computer field which can
extend after the progect completion. As. indicated previously,
the DIT will require continued outside expertise and a
relationship with RSS can meet this need.

B. Special Covenant §.4

Special Covenant 5.4 recognizes the need for the establishment of
counterpart work groups within the DIT to ensure the ongoing
capacity to perform the identified functions. The Systems
Procedures and Analysis group provides a capacity for the review
and modifications of mancgement systems and procedures, and the
analysis of data collected. The Public Information and Training
Section coordinates internal training and develops taxpayer
guidance, instructions, and publicity.

The covenant called for satisfaction within 180 days of the
signing of Amendment 1 to the Agreement i.e. 20 December 1984.
Though progress has been made, the covenant is not yet
satisfied. The implementation letter reminds the DIT of the’
covenant and stresses it's importance.

C. Evaluatlon

The Project Agreement calls for a second mid project evaluation
in the 4th quarter of FY 85. In view of my departure, I hope to
complete the exercsie in May/June. To avoid duplication of
effort, the IRS Project Review will be held at the same time (mid
May). The Implementation Letter reminds the DIT of the
evaluation, and requests the designation of a DIT representative
to assist in the process.

Recommendation

That you sign implementation Letter No. 17 allocating $24,000 in
project funding and advising the DIT on the other matters

indicated.

DISAPPROVE

DATED A,/ PJI~

7
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11.D. Project Outputs

- The Project extension can best be viewed from the perspective of
the refined project outputs. The revised outputs indicate that the
project purpose will be achieved through the organizational development
ana growth of selected sections of the DIT and through technology
transfer.

A. Output 1l: A functioning Systems, Procedures and Analysis (SPA)
Group.

The operational functions of assessment and collection are the
central focus of the DIT. The efficiency and utility of the _
operational functions is completely dependent upon the systems, through
which work is performed/reviewed/analyzed. Similarly, the results of
operations must be analyzed with fingings presented to management in a
coherent form. The DIT Must have an organizational unit capable of
designing/testing/reviewing and implementing information and document
processing systems. both manual and automated. The group must also be
capable of adoressing statistically the requirement of monitoring
compliance. The task of designing information anag document processing
systems, both manual ana ADP, and analysis falls to the SP & A group.:
The SP&A group is more fully described in Annex G.

Output No. (1) is therefore the establishment of the SPA group
within the DIT. The SPA group will consist of 6-10 appropriately
qualifiea employees who will serve, as a group, as counterparts to the
IRS Aavisors. iAt project completion it is anticipated-that this group

will be able- to continue the ongoing review and modification and design. .
of systems and’ procedures and provide the DIT with an analytic capacity
which it coes not now possess. Specific indicators which will indicate .

ouput achievement are as follows:

- Assignment of quaiifiea staff, consisting of both ADP and
management analysts, to full time duties with authority to make
inquiries in all parts of the DIT.

- Lapacity for ongoing review anag modification of existing systems,
ang oevelopment of new manual and automatic systems.

- Development of a manual of procedures for each activity within
the agepartment.

- Monitoring ana reporting the level of conformance of DIT
personnel with written procedures.

- Preparation of statistical reports of compliance patterns.

8. Qutput 2: Complete Conversion to the Self-Assessment Tax System.
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The DIT recognizes the benefits to be derived from a system in
which each taxpayer assesses his own tax. The DIT's first attempt at
self-assessment began in 1983. The number of self-assessment documents
filed exceeced even the most optimistic and informea estimates. With
the experience gained the DIT is now ready to increase the numbers of
persons required to file self-assessment cocuments annually which will
leaa to the complete conversion to a self-assessment system. Specific
indicators of output achievement are:

a- An increasing number af self-assessments (and self-assessment
auoits) each year.

b- Decreasing number of agency assessments with gradual shift of
personnel assigned this duty to the task of examining
self-assessments aocuments.

c- Development of procedures for systematic processing, review,
selection ang prioritization of self-assessment documents for

auagirt within the statutory period of limitations.
C. Output 3:  An Operational Automated Data Processing System.

Output 3 refers to the project emphasis on the development of an
ADP system. Ekeacause the shift to a self-assessment tax is accompanied
by an exponential growth in the number of documents to be processed,
the ability to utilize modern electronic data processing equipment to
support compliance efforts is essential to the success of the project.
This output is directed towaras the development of ADP support through
the acaptation of existing systems to new hardware ana the development
anag implementation of new applications possible'as the result of
expanced computer capacity. The following are indicators of the
accomplishment of this output.

- Immeagiate access to correct and current taxpayer .account
information.

- The abiiity to input, process ana utilize third party information
in the return-selection ana examination process.

- A current ana correct taxpayer master file.
- Ability to generate notices to taxpayers from computer files.
- wWritten proceoures for correct document control.

- Ability to maintain or adjust existing programs and to write
agairtional programs for new applications and tax law changes.

LV
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L. Qutput 4: Public Information and Training Section.

The DIT has haa and continues to have significant requirement for
training and educational activities, including the requirement to T
provice taxpayers with the knowledge and skill to prepare
self-assessments. The committment to self-assessment also means that
the level of technical staffing in the Department is much higher.
Normal attrition rates will require regular training classes for newly
hirea assessors. The quantity anag quality of material now required to
meet these changing needs justifies the employment of specialists whase
scle function is the preparation and presentation of eaucational
materials. These tasks fall to the Public Information and Training .
Section (PITS) which is more fully described in annex H.

) Output No. 4 is therefore the development of a small unit of 4-5
employees within the DIT with the responsibility for the preparation
anc presentation of taxpayer ecucation materials, guidance, ana
instruction. The group will also develop,- coorainate, and-monitor-
training activities internal to the DIT particularly in respect to the
onyoing training for new assessors/auditors. Specific indicators which
woulo illustrate the development of a Public Information and Training
capacity are:

- The conauct of an annual public information campaign to keep the
public aware of their annual self-assessment responsibilities.

-. .. The.gevelopment ana presentation to -the public of an egucational—
= -campaign leaaing to increased accounting and record keeping for
tax purposes.

- Preparation of interpretative materials to guide the public
through the preparation of self-assessment tax returns.

- Preparation ana presentation of job-specific training courses for
assessors/auditors.

II1. Analyses

A. Economic Feasibility

The economic feasibility analysis remains as presented in the
original project paper. The economic relationship to the project goal
of increasea revenues ana the progress to date toward goal achievement
are aadressea in Section II1 A 3, Sector Goals.

B. Social Soundness

The social sounoness analysis remains as presented in the
original project paper except in the context of equity under the tax
law. The new tax law is discussed in the PES.
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(AMNEXY H)

The following key pfoject implementation actions have been
completed through 6/30/85

Froject Agreement signed

Implementation Letter No. 1 issued

Initial CF's satisfied

FIO/T issued and FPASA Agreement signed
tong—term ADF Advisor/Team Leader arrives
Short—-Term Collection Adv1sor arrives for

1 month assiagnmernt

Short-Term Compliance Advisor arrives for
2172 months assignment

Tweo participants depart for 2 months of
Eraining at IRS INTAX seminar

Short—Term Training Advisor arrives for

2 menth assigrment

Comprehensive training plan submitted to

AID for approval

Short-Term Compliance Advisor arrives for

I month TDY

Femaining CF on in-countrv training satisfied
DIT signs agreement with University of Jordan
for assistange™in developing ADP. tralnlng to -

be funded. hXJATD Ce e

Long-Term Compliance Advisnr arrives at post

Short-Term Media Advisor arrives for 1 month
™Y to help with publicity for self-assessment
IRS/TAAS Director arrives for Program Review
Short-Term ARF training Specialist arrives for

2 month TDY to help University of Jordan w1th

the develocpment of ADF Course

Mio-Term Froject Evaluation completed

Director Gerneral of DIT completed observational
trainine visit ko IRS and CIAT conference

Data Frocessing Consultant completed 1 month
assigrnment and prepared swvey of revised

computer and data processing requirements

RS Commissioner and 1RS/TAAS Director hold

ammial IRE project review

FAECD extended to 12/31/84 as temporary

measure until additional project development

worl: completed

Services of short-term data processing con-—
sultant obtained to keep system operational

pricr to arrival of long—-term advisors.

Data Frocessing Systems Advisor arrives

+or I month TDY.

BEST AVAILABLE COFY

08/81
08/81
09/81
10/81
10/81
11/81
02/32
03/82
0Z/872
05/872

07/82
08/82

07/32
10/82

11/82
12782
01/83
03/83

06/83%

0a/93

10/832

11783

11783

02/84

L2



Thrze participants depart for INTAX training

Fra1ecf Faper Amendment completed and approved

Amendment to Froject Agreement signed

FIO/T and FPASA amended for services by IRS
Short-term- ADF -advisors arrive for
preass1gnment TDY : : 3 P
SFA group formed on an ad hoc basis .

Three participants .depart for INTAX tralnlna*

Fublic relation effort underway for self
assessment

Long term data processing advisors at post
1985 =el+ assezzment cyclie begins
Short—-term courses in programming/systems
design campleted through 'RSS
Implementation agreement with RSS for
assistance in systems design

Three participants depart for INTAX training
IRS Tax Team workplan submitted to AID/DIT
New GOJ fimanced computer—installed-——

and operational :

Director General attends observational
program in the U.S5. and CIAT conference

04/84

05/84
06784

- 09/84

05/84
09/84
10/84

11/84
01/85
01/83

02/85

0Z/8%
O4/85
04/85
0sS/89

0&6/85

The following are target dates for project implementation
activities:

Second 1nter1m pro;ect ‘evaluation- completcd
Short-term adviscr arrives _for 2 month-TDY .
in public 1nfarm1+10n/tra1n1ng

Three participants depart for INTAX training
and special program

Fublic information campaign underway

SFA group begins the testing of new system
Short-—-term advisors arrive for TDY to
develop audit techniques

Short term advisor arrives for public infor-
mation training

Thre= par+1c1pants depart for 1NTAX sem1nar
Mew ADF =ystem installed

Team Laadurftompllanne Advisor Departs

ADF aidvisors depart (1f FACD is not extended)
Foaoon ,

Final Evaluation

TDoD

BEST AVAILABLE COPY

087835

09/85

10/85
10/85
12/835

02/86

0Z/86
04/86
04/86
0?/36

12/86 .

12786
07/87
09/87

7, P





