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A. - SUTARY RESCRIVTICH

1) Teed snd Justification fur Project

Inthe past, efforts have bLeen made by USAID and the Govem ;ner:‘u OfIO].JVLa
to undertale certoin administrative and fiscal reforic. The impartance
of such reforms as a pre-condition to econcmic deweloprernt in Belivia
has been recognized not only in the foals of the Charter oi‘ Puntn del
Este, but also specifically by the Ad Hoc Comittec (Iine "ise len")
of the Ol‘(’all.!.oGGJ.Oﬂ of frxrican States whilch evalwueq the bolivio Ten

Yeor Hconomic apd Social Development Plan. In oy 1702, this camities
sutnitted its findings to the Covernment of Dolivia under the title
"leasures Desigred toSpeed Development in Dolivia under the Alliance for
Prorress.”  The resulting administrative ond fiscel veforms arreed upon
fall in fowr main categories: (1) (recter povernmerd efficiency; (2) in-
creased povernmert rovenues; (3) itoroved control of expenditure levels

and (4) eliminotion of the government deficit.

Ville come Fiscal Refornm work was previously done by USATD in the advisory

oren, ’n::rtx.c 1lorly with respect to incressing revernues, it was onlv in 1907

that o sufficient number of USAID techniclans were avelloble to nove
{W forvard in the inplementation of other recommended reform measures.

The Tax Administrotion nro‘;ect started in 1964, icparticularly essertinl
to reform caternorics (2) and (»3 above, since internal revenues constitidc
opproxinmntely one-holf of GOB's income. This source offers the rrectest
potential for revenues increases because (1) there ispereral acknewledr-
rent of considerable non-compliance withtox lows inDolivia and (2) thesc

‘revenues shouwld 1oggica3_L/ increcase withecononic grovth. Kot only should
the need Tor direct assistance totbe GOBbythe U. 5. for budpet firarce-

iur decrease as revenue 1r~c1'ea.,es are regalized, but hepefully there should
te o eufficient current account surplus to firence rew activitics reecse
sory for Dolivia's development.

2) TDTrpject Goals

Yrolect gools are To essict the GOB in improving the edministration of
tax laws throush (1) improved £iling and esllecticn procedures, (2) in-
creesed ond inmproved enforcemert activities, (3) improved menaremerd,
cnd (U) extencion of enforcement activitics to the incericr. (On the 1loiter
wsint, $1 1r interccting to note that 70-75 of Interrnl Fevepues are .xe-
cently collected in Ya Pez where only cbout 1070 of the porulotion ivec.
Tven mocuning, ae dd come econonictl, tl'xat b2 o8 the tangble ecrtauuic ne-
tivity »f ?blhz" tales nlace in la Paz, eva in the ipterior 1.-‘-'.)111;;
aprear o ve come 500 preater than i the .L; 2ictriet.)
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3) ldnimun Teveis of Achioverent

A

While overall goajs are to have the GOB realize increeses in indernal
reverves on cp overare of 15-265 per year for the life of the project s
minium gouls ove {1} to create o decrea ing cost trend to the Bolivian
Internal Revenue Service for collecting each tax peso; (2) to have in-~
ternal revenues becote o more significant portion of COB inceones (3) to
continue an upward trend inthe number and quality of direct enforcenent
personnel; (1;3 to shov improvement in management and supervisery prac-
tices; and {5) o show increases in the share of the tax bw:den borne
by the interior. -

L) CGoueral Appreach end Plan of Acktion

USAID inputs will consist of funding an IRS/PASA consisting of 3 full-
tipe advisers with some THY as s;stance, aswell as the financing of sorme
participants. £ local currency loan of approximately $100,C00 is planned
o improve physical facilities ior most GOB internal revenue offices plus
an additioral $5100,C00 in g U. S. equipment procwrement duszn for these

Y Vot I o~ o~
D24 40 G T b.[,l..AAuv..

GOB irputs will consist principally of the provisions of office facililies
and secrcterial services for the. Tax Team, necessary COB manpower to
execute projects and cecasional commoedity support that normally would te
undertaien in the interests of pood administration.

'"tmfim
Jirecties
srdmarliy “’? 't}:e re=-eaxlificotion of Dolivier tox jou o wovide e oo
articulets baly of low anl to inercage the o e‘t..k for aduinlotrative
etficicney i.': Re lav'c eaforceneat. UEAID advicorec will coatinue Lo
corlipate *P‘cxr setivities vith this other advisory groue and the Tie-
cion ill ercourage their continuance on the project us long ez tax
nalicy croictande apuears to be required (et least through ¥Y 71).

Gther donor activities (the CAS/RID financed Tex Policy/od
afvicory Erous i, began vorh in FY 87. Their eoviniance
et

ple
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B. SETTILG

Wiile it has not Leen possiltile te determive the degree of Tox payine
compliance in ¥0livia, it is pezerally accepted that the percentepe of
complionee is Jow. This is due to the reluctence of taxpayers volune
tarily to poy tazes and to the povermmert's inability to develop an -

panization stronp enovph adequately to enforce existing tax lavs. Thile

progress has Leen made in recent years in increasing volurtary compliarnce
and strengthening enforecerent, mch remains to be done to tring the or-
genication to an optimum and to extend enforcement activitices to the in-
terior.

The public in peneral has the impression, with sowe Justificabion, thnt
tax monies gre not always well accounted for ard that considerable graft
gnd bLribery exist in the collection and enforcement off tax laws. Toli-
tical instability has existed for meny years. This has lead to the
inctability of most poveromental units (ineluding Internal Revenue), ol
has resulted in the ropid turn-over of their nersonrel (three diffcvert
Directors ard two sub-Dircctors of the Internal Devenue Zervice in &Y
1:(84). Cubvious deficiercies exist in relaticn to urderplarning of aci-
ivities, inadequate supervision and manacerial contrnls. Appointments
TO SUPEIrViSOry and munugelent positions are irequontily congiqerea v
stabus synivols and pavticularly in the post, little consideration wes
riven to the qualifications of eppointees. COnce oppoirted; suporvicoru
thiave frequently . viewved their voles as being of a ron-working noature orad
have riven 1ittle ettertion to supervising end manering workers., ZTocls
nical personrel have gencrally rot been well prenarced to urdertels the
professional duties required of effective enforcement personnel.  Ieo-
pite these problems, there seems to be a pencral desire for adminis-
trative improverents, with the appavent rveclizatiorn that the progress
of Bolivia is deperdent to g great extent upon Sfuprosved efficiency in
tox collecting mnd in eniorcement.

C. GSTRATEGY
1) General

Project strategy is to introduce GOD Tax officials to modern tax admi-
pistrgtion techiniques ard vhen appropriate, to encourare their adoption
and to provide puidarce in their implementaticn.

2) Iethed
Project objectives are 0 be achicved throupl sralyses of GO3 Internn?
Revenue operations to detect arecas of wealziess; to discuss these with

Ty ACO
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sugﬁrvisors and manaprers; Jointly to identify ways to overccre the
wedkress gnd to assist in the implementation of changes when eppro-
priate.

Plegns for improvererd are to be discussed wwith and approved by top To~
ternel Revenue managrerent, but implementation is to be cecomplished by
grd through personnel ot the lowest levels on an “acceptance” rather
then “"mandatory" basiz. Actual work including supervision, is to te
accomplished entirely by GOB Internal Revenue personrel with guidorce
in appropriate instonces, zxd follow-up to assist in resolving pro-
blens jointly, and intensive treining in key technicsl areac.

3) Alternatives

Alternatives to reachiing project goals are not considercd practicablqi)

4) Cooperating Courtry Teadership

Bolivian Internal Devenue officers ore receptive to advice., There-
fore, continued support of this project is expacied. Irincipal oi-
stacles in the past have been acquainting rew leadership with projects
and thelr objectives. However, suprestions by the Tox Teanm are reno-
rally velcone. : :

5) Cross-Relationships

Decause of interrelated objectives and functions, this project muict
be econtimially coordinoted vwith obtlhier IMission projects, particuloely
thosze dealing with Fiscal Lefornm and Customs Administrebion. Tax M-
piristration advisors will coordinate vwith the ¥igcel Reforn Team o
reverue scesunbing: with the Customs advisor on voarioua enforcerord
ectivities svch as those dealing with the aleghol, tobaeeoo, ard Le-
verage tax (aince contraband in these arens affects eollections of
revenues assessed arainst locally wmonufactured products); and with CAS =ad
Mission econcmie advisors on matters dealing with tox policy. '
In 1507 an interngtionel orpanirction was formed (Centro Interaneri--
cana de Administredores Tributarios) with AID/V and FTAS,W assictance
wiieh is fironced throush assessments againgt merber countries. It
ic the purpose of this organization to develon a wmeans by which TLatin
Ifrerican countries can identify common tax administration problens
and work Jjointly to 'solve them. Annual meetings ard periodic semi-
nors are held for this purpose. Tax “Teom advizors are encourared to
use this mechanism to essist in aecosplishing cbjectives., COB In-
ternal Revenue officials have participated in oll reetings to dote,
thus aequiricg a better overview of fatin Americen tox eollectiny
orpanizations,. ' :
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fLumptitotively, it is expected thet Dolivia's internal revenue inereases will average
Zron 1)-J“~~*m" yeor ihwoughout the 1ife of the projeet. (Siace tl vrajeet started
i 106L, the increanc In nowmal imtersal revenue hag avera ced 16,50 ey yeor ‘1PCn‘

Jucted for rrice Pnﬁﬂuﬁuj. iovever, ilClUdlﬂ" "ulx C"l T poyrneate, the average

“increase han been LJﬂU* 217, ) Qualitatively, the GOZ Internal Tevenue will be ex-
rected to have an ciTicicntly operatlng organ_uatloﬂ Dy the end of TFY 1973 ineluding:

(LY an eficctive aulit orgonloation carable of o

witing "ufficicut nurber 08 ro-
turne to cocure subslantiol esmplisnee by thore fili 2

1 &
ng returns throughout ”‘*J\

Uy
(2) effeetive Piling ond vayinge wrocedures minimizing toaziayers! tilme and effort in
crman .yang vith tax lows; (3} n eommlete master file of toxpayers with sdequate folisu-

un uraccdures to acrure their timely £iling; (&) cdequate vrocedurcs for detecting
non~Yilers pot on the master {ile; (b) on effective Increction end internal auiit
upit to ferret Hsut bribery and accict manaccncat in etrenotheoning cuncrvirory anl
neccperial eonteolog and (6) an dinformatisn unit thot will heep the gpublic sdejuotely

infarwed nn tux matters.

b ST ET Nm A e e
e SEETRET T ACTION

the ensurce of zetlon will involve accistance in three major ercas: (1) Audit, {2)
MeVIeatdan, aps (30 fwcaniontian end Nethade,  Tesewistione of slapped netivitien F117 ¢

- -

?1nn? 1nelule noelstonce in thc develonment of techaiquer io nravide oficr dve cesne
WO 1 ed, exonined ond the eorrect aosunt of tos

eca hing been mnde in introcdueling malerg aduiisir
eodn T nYeny, curh rezeing o be danae in intrsduelng refineronts: «ud ia
nerurlne thelir commicte inplenentetion.

o w-

Iavrrnrer in the avgbey af suditors ere contendinted uatll o cufificient opibe
tuzie ecn be excuzined nnd enforeement actions cnn be tobea to iunrive eow linnes witn
tr fous theyvehout Botivin., fhe OB Pevenve Service aru hac 9 suditors.  Ghic dv
r 1960, Whe suecific nusber of 0diitinnd T erdIUirs required
to nualt definition by the Stwly for igcrouseneat »f Coo-
in 1970 ,anevnr, it iz reasonnble o astac nt thic
S dnereace in eudit oiaf wwld 11 5 the extent

; ‘ a0 vich revrained exivtios

neemibie, tu& ‘Ob will he encournged 11 L : it
seronanel wothey than new hives in on o 'eadg';nAﬁfted 5uo ic cdminicirotion,

it in ectimmted thet nptirmm levels of perfoooonce inelvding o nufficient number of
- rad dicverainm of activitiecn to 1he interiny vith cooolete inte ”rﬁt ion of

o

~uit retiviiies will be oceommiliched by June 37, 197

5] Lt 4
1t leatian
RRRAHS 11
L -

- ~tede e 2 ¥ W Y e - Py erlntdoas Sy i
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basis., This ineludes sirplificed 3)ing ard paying precedures, tox-
pq;cr aagistanice and proper acecunbing fow revenues. Simutarcously,
assistance in estai:lishing effective nroceduves for identifying non-
filers and tabing, eppropriote aufcrcoment action is contemplated.

A complete master file, first on e district-by-dictrict besis and
-ulbimately for the emtire cowdtyry, is corderplated.

Substantial prorress has been pade lun these areas in Le Paz, tvs much
work remains €o Le done Lo assure lonp=ranpe success in its operation

and in exterding it tec the "er.‘.,n'?er of Donlivia. TPlans are to con-
plete this work ircluding the une of date preocessing enulipzent to the

extent feasible by the erd of CY J"72.

3) Crronizotion and lethoads

Assisbeonce hes teen provided in a reorparlezabiorn which includes func-
ticnal units desipued (o overcone uapy of bbc problemg confrorting the
Dolivien "rternal ILovenus Zorv’;cc, seeh as Iuspection (juterrity in-
rastipgptiors), Trternal Mudit {mennperent sbudies), and Public Infor-
mai,a on. llmvever, final doplevcitation is not expected until Pecenier
ofbey which assistance for developinge effective prograns in these
xas will e recessary as well as assistance for inmproving
[oCoIpiote wnorrated nanual or opecati o is gxpected to
culninate this vhouse the project ord shovld Le conmpleted by Dee
cenier 1571, Tloang irelude p\‘“V'LO 1631y mentiored Xnep ascistance ror
es and equirnenc.  Joproved manggeoent techrniques ineluding
Tiling wotheods, records disposal, Letter utilizotion of
space, che. will te irtesdueed os acquisitions gre mnde. The ex-
pe:,{:ed dgte of eonpleticon of this phase is June 1571.
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