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The purpose of this revision ino to oxtend the 1life of this project through FY 1976.

This Mission has provided assistance to the Government of Bolivia in a variety of tra-
ditional tax administration techniques. These include collecticn, audit and enforce-
ment, procedures. Important advances Inve been rade in adopting more efficient opera-
tions in these areas. As a rcsult of these undertakings alone, annual revenue collec-
tions have increased by an estirated $b. 15.5 million pesos (US$780,000) in 1972, In
1974, the correspcnding projected increase is $b.. 20 nmillion pesos (US$ 1 million).
 Ascuming that further administrative reform stepa are taken by the Government in

collnboration with the USAID and QA8 activitics in this field, it is anticivated that
revenue collections, Lhmovsll rzooved cfainistzotion alone, apart fyem econcxmic growvtn
end inflatien, will dncressd by {930 milldca posos  (US$1.5 millicn) per year by 1976.

In propoaing that this project be extended for two years, the Mission believes that
conditions now exist which will enable the tax agency, with our assistance, to esta-
blish computerized and collateral modern systems which will provide the base for
continued improvement in its interncl revenue collections. This expectation is
~ based on (1) GOB's decision to procurc a large computer to be available to the tax
agency end other public entities and (1i) the interest of the tax agency in the ef-
 fectlive use of data processing technology in support of its collection, audit and
enforcerent operations. We are in a position to provide this institution building
assistence in response to the Goverarent's request and in a manner which will enable
- the Government to folbw through in its plans to take advantage of the potential re-
~ sults to be gained from mddern, ccaputerized tax administration systems.

Tais project will enable the Governzent to build the institutional base to increase

. the ghare of revenues which it receives from the demestic economy. In 197h it is

i estimated that 753 of total revenues will be received from import and export taxes.
The IF and other international agencies have consistently recommended that the Govern-
ment reduce 1ts dependence on this highly variable and uncertain tax base. They re-
cormend that the Government shift toward a dozestically based tax system that more -
accurately reflects the state of internnl econcmic nctivity. This implies greater
emphnsis on personal income, business profits, sales and agricultural taxes which
will require a stronger internal revenue agency. The computerization and training

- to be carried out within the tax agency under this project will provide the basic

| ingredients for the Government to make this shift in its tax base toward greater re-

. liance on the internal econcmy. ‘

I. 8tatemzant of Goal

A. The Geal-Public Administration Sector

To inercage the managerial and financial ability of the Government of Boli-
via to carry out nationnl development activities.

B. Measurenents of Goal Achievemént

|

|

|

|

E 1. Increage in the nurber of technically trained pecple employed by the

| GOB from15% to 20% of totnl staff by the end of FY 76. /

2. Increase revenues available to the GOB frem 10% to 124 of GDP by the
end of FY 76. ° : ,

7.
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3. Increase the proportion of public sector expenditures devoted to capital
investzent activities frea 125 to 15% by end of FY 76.

C._ Baaic Assuzmption About Goal Achicevezent

That there will be reaccudble continulty of Governzent policies and person-
nel related to project activities,

II. The Project Purpose

A. The ' sé
| To dsnibf 1& establisﬁing cexputerized and collateral: systems of tax admin-
istration ublich will cquip the GOB with o tax agency responsive to its re-
venue nceds cnd policies.

B. Conditions Expected ot th> Ead of the Project

1. A nev, lorge scalo ccxpater installed and functioning effectively to
assist the tax agency as well as other users in the public and private
sectors. Tuls ncv cozputer will ensble the FHational Computer Center
‘(CEHACO) to continus and expand its cervice to the tax agency.

2.  The design of a caaprchensive, integrated automatic data processing
support sycten serving all aspects of tax adninistration. The systen
will provide procescens for the preparation of tax bills, delinguency
checks, the selecticon and control of tax returns for audit, and other
tax enforcexzznt applicaticns.

3. The imﬁiemcntation of this mocdern data processing cystem by the tax
agency. This implies the proapt and continuous flow of data iato and
out of the systeas.

4. fThe effective utilization of the mzchita outputs to increase compliance
with tax laws cnd to inerease revenuz collections. The data by itself
will not assure utilizaticn. This target implles the training of the
tax agency staff in the metheds of using the data provided by the machine
gystens in their day to day operations.

5. Increaoed‘internal revenue collections ot the rate of US$ 1.5 million
per year due to ciéministrative improvements.

C. Baslc Assumptions about Achicverznt of Purppae

1. That the tax agency uill coatinue its interest in modernization and com-
puterizstion of tax adeinistraticn systenms.

2. Thnt the Minintry of Finance vill carry out its resolve for administrat-
ive reform no expressed in Ministeriel Resolutions 450/7- and 513/7%.

3. Tmt the GOB continue to appoint qualified people to 1moortant pogi-
tiong in the tax gfency.
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4, That work plans developed jointly with the tax agency and OAS are carried
out as cxpected,
5. That the intemntioml agencies continue to encoumge greater GOB efforts

in the internal revenue area.

III. Statemwent of ngect Outputn

A. Outmtu
Implementation of the tax agency-camputer center work plan including:
Cdmputer;;yﬁtems
1. A computerized muter f:llc of taxpayera covering the whole country.
2. A computerized nyuten for the preparation of tax bills._
3. The computerized nccounting of tax receipts and distribution of
earmarked taxes.
4, Computerized control over deficiency assessments and installment pay-
ments of taxes.
Collatoral Systems
5. Modification and streamlining of the basic complementary manual tax
collection and cforcerent processes.
E 6. Applichtion of o career administrative syastem in the tax agency with
i 1nplementing personnel selection, evaluaticn and salary reforms.
T Renovation and equipping of 20 district tax offices throughout the

country.

Training of Personnel

10.

o
o

12.

15 trained ccoputer center managers and supervisory persounnel.

30 trained computer prograr—ers and systems am.hrsts.

6 tmined tax agency data processiﬁg personnel. |

10 tax agency senlor staff trained in data utilization techniques.

20 tax agency personnel trained in ccmputer ocutput utilization.

| B. Basic Assuwptions about Outputs

| 1.

1 2 .

That the tax agency and corputer center will continue to work closely
together.

That both agencles will support the necessary training and systems
changes.

k\,} \_/ l// -
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3., fThat the tax ogency will implexment the proposed reforms in its person-
nel systen. '

IV. Statement of Imputso

A. AID Inputs =
1. Advisory Assictonce.

Be.

b.

One advicor in autcrmatic data processing equipment will work
through August, 1975 to ascist withthe installation of the new
computer in the Kationnol Ccaputer Center (CENACO). He will

coordinnte the training programs to prepare personnel for the

~ tronsition froam the preseat ccuputer to the larger ome being
‘purchaced. He will also assist with the organizational changes

required to effectively administer the new camputer installation
and with the conversion of the current data gathering and datas
processing cystens to those systems required by the new equipment.

Man/months § Cost

PY 75 ' 12 . 54,500
"FY 76 . 2 9,300

One advicor in autcmatic data processing tax applications will,
through June, 1976, deoigan nn integrated data processing support
systen for all facets of tax administrotion. He will assist with
the implementation of this system, including its application to
tax collection, audit ond enfortem=nt. Special attention will be
given to revenue cccounting, control of delinquent taxpayers, con-
trol of acccunts receivable, and the preparation of tax bills.,

m-;nbnonths Cost

FYT75 : 12 53,000
FY 76 12 54,700

The teanm leader will:

Assist in the tronsition froan manual to mechanized tax systems
and vill develop methods for fully utilizing computer date for
better ronageent of the total revenue effort. Emphasis will
be placed on icproving delinquency controls and means for better
follow-—up in the field by the ta‘: inspectors.

hn[months §..Cost .
FY 75 . 12 56,000
FY 76 12 | 58,000

J
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d. Five ran/conths of TDY assistance will be required (3 man/months
in FY 1975 and 2 pan/ronths in FY 1976) in speclalized areas of
tax adninistration c=th o3 alechel and tebaeco taxss to cooplossat
tha c241in of tho long~torn ndvicors,

Man/months $ Cost
s 3 12,000
CFY 76 S Co2 . 8,000

Participant:Training

A total of 12 man/months of short-term participant training will be
provided in the U.S. and third countries. Of these, about 9 man/

nmonths of training will be provided during. FY 1975 and 3 man/months

~ during FY 1976. Special priority willbe given to the in-tax training

3.

- courses of IRS and the CIAT training activities, in fields related to

the computerization of texr systems. _
| Man/months '$ Cost
FY 75 o | 9 - 13,000
| FY 76 3 6,000
Other éonta
About $48,500 in FY 1975 and $53,000 in 1976 will be required to

finance educntlon and housing allowances, local travel and other
Iocal support costs of the U.S. advisors. .

FY 1975 - $ 18,500
FY 1976 , $ 53,000
B. GOB Inputs ($0CO)
FY 75 FY 76 Total
1. Cazputer purchase 1,150 | 1,164 2,14
2. Tax office ccnatruction 190 260 450
3. Land for tax offices 12 50 62
4., Equipment for tax offices 117 19> 210
5. Taxpayer info. and education 50 50 100
6. Salaries of project counterpart
staff -~ Renta 268 -86 65k
_ = CENACO 225 ks 770
7. Salaries of in-country and -
foreign trainees - Renta 210 140 =50
- CEFACO 156 128 284
8. Office space and support for
advisors - b 5 9
Total ‘ 2,482 2,821 5,203
SN

) \_J ”éf;.
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C. Suzmry of GOB cud UAAID Inputs
| UAID  goB TOTAL
FETS . $237,000 $2,l82,000  $2,719.000
_lw 76 | | 189,000 2,821,000 3,010,000
Pércent Contribt.xticn:‘ | _ _
FY 75 : ; .. 8B 91.20 . 100%
FY 76 - S 6.28 93.72 . 100%

D. Other Donor Inputs

“Tae U has providcd occe.nional visits by their regional a.dvisor in
" autcmatic data processing. Ve unticip:.\.te that these visits will con-
tinue and, as in the past, will be useful to the National Camputer

Center in the development of their general operating policies.

E. Basic Assumption about Inputs
U3AID and
,GOB resources will be allocated to project as programmed,

Bationnle

During the past year, the Government has taken a series of steps which make
further work in tax adiinistration particularly promising. These steps include:

1. The adoption of lilnisterial Resolution 513/73. This resolution gives
priority to the expanded use of autcmatic data processing to improve
tax oystems. It suthorized the Kational Ccmputer Center (CENACO) to ex-
pand its staff and to purchace additicnal data entry equipment to sup-
port the necds of the tax ogency.

2. The adoption of Ministerial Resolution 1p/73. This resolution commits the
Governuzent -to carry out o wide-ranging tax reform as part of its devalua-
+ion and economie stakilization program.

Cf the reforns included in this Resolution, tle following have already
been implepented:

6. Establishrent of merit recrultment of key tax agency personnel.
b. Reorgonizotion of the tax agency to improve eanforcement efforts.

c. 'Provision of 5;»100,000 for an expanded taxpayer information and
educaotion program.

d. Establishment of o coﬁxpuﬁerized taxpayer and vehicle register for
the La Paz dlatrict.
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3. The appointment with the percomal interest of the President, of a vigo-
rous, reform-oricated director of the tax eagency. This director is a
professicnal in tox adninistraticn who has worked previocusly in both
the tax agency and in senior positions in the Ministry of Finance. He
18 cemited to the reform of tax adalnistraticn and to the greater use
of autcmtic data proccassing support systems. He has specifically re-
quested coatinuing AID asaistance in these areas.

Other key rerit appoint=ents have included the head of the audit unit
in the tax agency and three district chief tax ndministrators.

. The develor—:nt of a sound long-range workX plan for carrying out reforms
in tax administmtion. This haas been prepared by the tax agency and ser-
ves oo the basis for our joint Project Implementation Plan (PIP).

5. The decision of the Government to purchase a larger capacity computer
" for CEHACO which will enable it to serve better the tax agency as well
ap other users. Propocala for the new computer have been recelved and
are in final atuges of evaluaticn at thia tine. Installation 15 ex-
pected in late 197h. : ‘

The stxatepy of this project 15 centered arocund the successful installation
of this new ccxputer and ito application to the key tax administration sys-
tens. The cobjective 1o to institution2lize effective methods for strengthen-
ing the equitable adninistration of Bolivin's tax laws and thereby to in-
crease revenus collecticns.,

The use of coxuputers ic an accepted tcol for improving tax administration
in the developing no well as the developed nations of the world. Bolivia
is now, with the assistmnce of CETACO, entering this new phase of tax
modernization. In this tronsition frca manual operations to automation,
AID technical assistance can plag an important role in providing know how
to o country vhich has had no experlence in rechanizing its tax operations.

Irmedinte next steps to be taken by the Government in support of this pro-
ject include:

1. Selection of o cooputer and {isguance of a letter of intent to begin pur-
chage negotiaticna.

2. Developnent of @ rodel ccoiputerized tax system applicable to business
incao taxesn, which can used in developing similar systems for other
tax applieations,

3. Implerentation of the camputerized pre-billing system for vehicle
taxes in the La Paz district. :

4, Selection of business inccik and gelf-employed individunl income tax
returns for audit will be rade from ccoputer print outs for the prin-
cipel tax districts.

VI. Course of Action
During FY 75 and FY/Zé this project will have four mijor activities as

\J \_/
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developed in the joint GOB - USAID «&'3 phxiz, plan:

1.

2.

To anuint the [ational Coxputer Center (CEHACO) procure and install a
larger capacity cczputer. It is antieipated that the computer will be
installed in mid-FY 'f5. Preporatory work for the transition is now
undervay and vill coatinue through early FY 76. Tae training of sys-
tems analysts, prograz:ers, operators oand ralntenance personnel will
bz conducted threughcut the life of the project in cooperation with
the vendor of the new cozputer equipzznt and other dmors.

To design and icplement o coaprehensive, integrated automatic data
processing support oysten exccapassing all facets of tax administra-
tion. The desigm of this systen is now underway. Implementation and
training for key personnel will continue through FY 76 with emphasis
on thooe gystems which will increase taxpayer compliance and thereby
increase tax collections.

To improve co::xplc:::entary maounl tzm procedures and rollow-up enf‘orce- '

‘ment activities.  Manual processes will be modified to dovetail with

cezputer cpplications. Procedures will be developed for the utiliza-
tion of computer data in the effective administration of each type of
tax, . A group of fileld inspectors will be trained to conduct follow-
up actlon on delinquent texpayern.

To assiot the tax agency renovate and improrve the equipment of 1lts tax

offlices especially in the interior of the republic where more effective

operations are neceded to improve lagging revenue collections.
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