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TAX ADHINISTRATION PRO] ECT 

REVISED PROP 

A. Purpose of _Revision 

This PROP revidon at Goe request (1) extends the Tax Admin­
istration project for an adciitional two yerlrs through ry 1974, 
(2) ~ontinues advisory services and training in the fields of 
{ludit :'lnd colJe~ticns i~ whi ch )oJe arc now 'Jiving "sdstance,1 (3) 
,Xr-1:1C:." the t'roJor:t In include lonCl-t.:!TOI advisory c:t'rvices {n organ­
iZil! ic.'11 dl'cj :r,t-'t~n(j.'3, clnd (4) provid(·s corrL11odity ~;\Jpport to assist. in 
-:i,":r:lorinq a (~,::nronstration pilot proj!!ct in the Cali regional tax 
ad'ninistr-ation office. The proj0.ct objective 'lnd strategy remain 
tlp 3ame as stated in tho original PImp. However, as indicated in 
the dttached ::rc:ject Logical Frameworl~, the targets have been ravis.od 
to lE'fl,!·,,,;t ih, reorqiillization of thc' /I~ltional taJ: office Bnd the cx"=­
t . _" ,;1 (; n c f ti. ',' r: r (', j (' d . 

Extending the project anci cant inuing advisory services and 
t ud;ling Rre in co:',formity with thn criginal PROP. They are 
,31 so an indicat ion 0 f the cont inuinq effort bcinq made by the 
:;(1C to iITlf'rovo tax wlrninistr"lti0!'. (t'Y! 0f t.h0 Misdnn's response 
t~.rcuCJh dssigninr! high priority to the tax project. Our continued 
:;'lrport of the ,:-;or in thi 3 anJCl it; \·wrranted, considering the high 
CrlJ it'or i'jI' j cOf;(!nit:nent 10 reform of tl,,~ GOC tnx Aciminintration 
'";t (,I·E rlnd th(~ .imprJVtJIEonts und(_~rtf.iken by the Gl'C since 1968, begin­
:.:r,eJ with tht' ~.Jcr}: c:f thr> Mll~jqravc Tax COITlffiission. 

Th~! (:ornrni!;si')n, con~;titutcd at tIl<:' request cf former President 
LlPIrJS, ~~ttldi('rl tk' C'01ombian tax "ystem Rnd made 117 reoommendations 
for imrruvc·:nent in five C1rr~a:> <:f taxation and in inter-governmental 
f i :;ci11 }',)J at i,~,::s. 'lltC!~!i ~,,;ion i!1 Ct,operat ion with the Nation a1 
Di'~rrlrtrne"t of f'Ll!Hlinq L; revit'wing Colombian progress in illplement­
inc; thes,! Ir'Cr:::rllf:ndations. v,'hilc the analysis is not yet compIE·te, 
t'(,'Jiminary ind.i.cflti(ln3 Clrt! t:h.1t the ,-;OC ha~> milde considerable 
1~1'0'_7re3.'i in i:!lj.'l[)l:"~nting thf> rp.c();nmcndation~" some of which are 
prliii(;riJh- 'il:fi,~·JJt. ?·~ajor actio:1:; 1Rr.r~:1 to date include adju~;t-
i reT Uk: J>?t r;, J ·tLil t':'C:iilnqr:. r ate in Juno ] C:7.1 and the presumpt i vc 
;f(rric'l}tl:l(,:l leu ~'rG\'i,::;ion of the agraridn reform legislation vlhich 
T'i,,;:j(~d the Sen,;h! if I Februruy and is schr'rluled for consideration l.y 
U\(, Hou.;~ of :,'epro~i"~ttative!; in lliid-197~. IJuriflC] 1971, the GOC al:;o 
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raised sales and starrp tax(3S, increased withholding and, in a 
major effort to improve tax wiministration, announqed the re­
'on;anization ot the National fax Administration (DIN). 

E. J~eorqanization of the Nation,!l Tax _Administration 

On8 vf the ll"Dst si.qnHiG:1nt GOC actions to date is the re­
organizatjofl of th'~ national tax of £ice which was authorized in 
July 1971 and i.s in th(~ proc(!~;", of being implemented. It provided-i 
for the followiniJ;" 41% increase in staff from 4,457 to 6,417: 
stolal:! incrf'dS<::;:; iJ \~Ud~J8t lncr'~dse in 1972 of 84'70; e.ight new di­
visiens; ,3d:!iti,:,nd .;taff' sUf"p:lrt to the Director General of Taxes 
(Of f icc: of .·.·y'c~t;l,,:; lind Pn',qrF1;l\;,;; OfficL! of International Affairs; 
and Ofii.cc, 01 '1'a,( Arlvinors); hlo additional rc>gional office", rais­
.i.nq the !,,1:al lo :~,3; '13 additic>!!al local offices; a separate collnc­
tions dh'Lsion; .'111d ~mproved coordination with th.,~ ~utomatic data 
pl"e)ces:,in:1 div1sicn () i tlt,o, Fi.naJle,? tHnistry. 

The twc lon:;-t(~rm orqani;~i3tioll and method~; advisors requested 
by tho GOC ,He to d:33ht i.n ilTlpl(~menting the reorganization throuq'l, 
advising l6.) till? regiunal ;1j Jidon of the Tax Administration on 
returns proc(;s:;d.n,), t·p.'.'·enl1~! accountinq, and related functions, and 
(b) the accounlin'J and stati,c;tic.:; division and the office of proqrrun:; 
dnd system:,:>:: ;.;tf!ti ."tical c.md tnnTliJ<](!!1!:.>nt reporting systems. 

Full implerw;:ontaUon 01 the r(~organizat.iol\ is expected tc resul: 
in increa~eJ r~venuos, qrl~Zltt:1 voluntary compliancE;! with tax la"is 
rmd more ftti:m(~:J.'; fr. admin1.ste~ing the tax program, all of which 
are neerJod x<.:fc'l.Ti:3 singled ('Jut I'y the ,'1u:.igrave group in Hs study. 
(For lrore dd.:dL .';ee the recent PAti' on the toY. project and 'JOfi.IT> 
A-·2.3:~ .. dntsd !.lJ(;,'ust 24, 1971, on tlt~: reorganization of thE' National 
Tax ,'cImini :3tration)" 

c. other f\,nors 

In addition to AID acl\iisOl~r services lind trRining in improved 
adrninLtration, the Or\::) alld thp UN (')1'1' clssisting the> GCC in taxation. 
Th," 0)\3 :i[).)n:5(Jr::; Cl resident Advisor I'.'ho \\'O!'ks on the tax policy im­
vI !":.:a.t ion" 0 f the Ancl':!an Code. Th(~y iJ1:,O plodde scholarship~, in 
several ii..'lcb for txaininq jn other Latin American countries. UN 
assistilll":C' L provici8d indirl~ctly thJ:ough Millistry participation in 
the UN-f J.Hc1:-wed qovorIllHI·nt-wide troiH ing program at the School of 
Public AdrninistTiltion (LGAP); ~o blX administration officillls hrJvI! 
participaiQd. (;..100 the recQnt I'M f:c)r non· rl(~t6il n,>qardinq Or.:3 
and UN asd:jtallcc o ) 
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D.' Achievement of TaIlJets in Original PROP 

The original PROP contained quantitative targets to be 
achieved by the end of CY 1972 for revenue collections, fie1 
audits, closing of claims, number of people trained, and in­
creasing the percent.age of enp10yees under Civi \ Service. These 
targets were based on th e assumption that the reorganization of 
the Tax Administration \~ou1d be effective by late 1970. Due to 
the change in arnni nis trations and delayed action by the Colombian 
Congress and the issuance of d8cn~'es which followed, it became 
effective in mid-1971. l,oJhile 'IIle \~ould expect that as a result of 
the gelayed reorganizat~ the GOC will have only partially succeeded 
In rneetinq t.he targets by tho r :\d of this calendar year, their over­
all perfor:nance in increasing r{:!Vfmue collections and in irrplementing 
the reorganization has been good. (See the recent PAR, Attachments 
A through E, and TOAID A-283 for :;upporting detail with regard to 
GOC accorrplishme nts in improved r~venuc collections and in the 
reorganizat io n. ) 

The decision to respond to the C;OC request for further assist­
ance was made fo11o\.ing the rCC f~nt proj ect ovaluation and the GOC 
formulation of its programgoi'll RS outlined in the Project Logical 
Framework. Thi S lJoal as \'le11 as the projl:"lct purpose, outputs and 
inputs are a real istic current GCC assessment 0 f \'Ihat it feel s it 
can achieve by June 1974, l asud on the assunptions contained in the 
Logical Framework. Rfl cent tre nd;; in progress indicators (i.e., tax 
r evenues, in olud ing CATS, up aJ averagb of 12.9% in real terms be­
h leen 1968-1971 and up 18.610 (n the firs t quart e r of 1972 over the 
s ame ped01 in .1971; lhA r eor gani zatio n activity) \%uld indicate 
that the program g oal and proJ ect. targets are realistic, and 
achievab1 p. . 

Thus, the requisite s for continued U.S. participation in the 
. raj ect as con tained In the 0 riginal PROP 'with regard ~o revenUe 
increases, institutional improv ement, nnd GCC support have been met, 
anc! are the 1 a:.;i s for the !vlission's re t:;r<>nse to the GOC rl2quest for 
continuation of the advisory services and training contained in thi s 
amendment. 

Eo Possib ilities of Further Assistance 

In addition to training and advisory services, the Head of the 
National · Tax Administration infonnally approached us regiirding the 
po:.;sibility of providing oome comrrod1ty assistanuu to d(~monstrat!e 
that coat s o .f . invos1. m\:ln t ill (l'odern prol:csdng oquiprnent will nctu~11y 
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re~n!l t in improve., and increased tax COllHct.iolls. 'rhe Government of 
COlolllb ia is not presently prepared to proviCie t he hudget necessary to 
acquj r e this eqllipinent. This is mainly oec ause it would br~ for a 
depende ncy of th'e very }!inistry which has n~cently put into effect firm 
r estrictions acro s s the board on public agency purchases -- in good part 
c ue t o the urging of the IBlm, IHF and AID to rest rict exponditure s i n 
t he public service . 

Tho Tax J:!oj ect-nas be~n an unqualified success to~ ~ While the 
Hi 5sio n is not disposod favor ably toward large commodity grants, we are 
convi nced in thi s instance that a mc aSUI H of comrrodify assistance for a 
p ilot effort will have important con soquenc(~ s in additional modernizing 
opef"ations . The £ill e ffort ," .. ould be a derron stra~r.QJ"@.£.t, and the 
; at i oo al Tax Administrat ion would use the-experi e'"nce gained there to 
fo rmulate plans for th e modernization of other regional offices along the 

BIlle line s . FolJ owing Cali, priority attention will be given to loo derni z­
i ng t he large r e-J' i onal of f ice s in ~10dell in and Barranquilla. 

The DIN sch edule t. o mo dernize the Cali admini s tration includes the 
co ns truction of new f acilit ies , e stimat ed to CO J t Col.$2U.0 mil i ion 
( bout lJS$930, 000 ), \.;hlch are expect ed t o be cOITqJ) eted by July 1973. 
J\ J so , following a r ecent management alld operations study of the Cali 
off ic(~ , the National Tax Directorat e developed plans to provide new 
errl'iplnent and f urniture for t he Cali office and to computerize ita opera­
t i o n!! thr ough ·.ty i ng :the Cali ~Jmini 9trat i~~e Mini~ ry_Qf [i,nan.ce 
cOluput e r center in Bogot ~ . The GCC i s financing t he costs of the comput er 
ope rat ion , es timat ed at Co1. $lO.O mi.llion (approximately U9$465,000). In 
suppo r t of thi s e ffort, t he Mi s sion r ecently approved the use of 001.$54 5, 328 
i n CC - o \·med count:e rpa r.t funds ge nerat ed unde r two- step loans to as s i st i n 
co nv e rt i ng e x is .~i~g da~~ fo r 1~mputE use • 

. he GCC 197 2 b udget includes Co1.$10.0 million to cove r cost s 
as sociat ed with mai nt a ining, ope rating, and equipping the 29 regional t ax . 
Q.ffh:es . Of thi s arrount, an e stimat ed $2.0 million pesos, or. 20'Yo"ottl1e­
total, has been ident ified for the costs of equipping and furnishing the 
Cali o ffic e . The ~s prepared to make availabl e only half the total 
amo unt needed t o fully equip and furnish the office. For AID to proviae 
the d iff e r ence wil l afford an opportunity to !1how that tlie cost/benefit 
rati~ of a full complement of equipment is favorable. AID commodity 
as sistance would finance major office equipl\1ent ('e.g., -c,al;£ulators, ...££ish 
registers) whU e the GOC contrj.hution is restricted to :Hnancing,~ primaF:i! ly, 
the purchas e of furnishings and minor office equ i pment. 
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In th(~ U.S. and else\'Jhc re, improved tax administration has 
resulted in revenue increa:J'')s, As por,ul ation increases, so do 
tho comp) ,!xiti(~~; of taJ( admini.~tration. Modernization, in<..1uding 
the use of a.!!lomatic data procl"!ssing, training and modern equip­
ment, is import'~nt to meeting the-g'rowing ncedsfor inproved taJC 
adm:f.nistrdtioll and fOI gn?dtcr revenues for (i2velopment. Thp 
!)epiJrtm0ld' I.J £ tiaUonnl Tax AdminbtraUotl wishes to test ~n1s 
t.h',~()ry ,; ~I.",.deniziltion and it:; effects on revenue increases 
through no,j8rni:d.llC1 '! inajo}" tax offic,~ in Coloml:.Jifl (Cali) and 
!Jysletniiti.'(111y L'v.;ll!i:lf·ing it;; ,-,[fectiveness fur expansion of 
t:' .. ~ lio<lL'rniz('1tic'i rrc.r.;r..lm !:(J ot:lwr re9iona1 offices. The projected 
~e·/0.nu(~ :llcred:;<:-:; f'(;ii: tIl,' C\i1 i fJffh:r:, are expected to help finance 
tIl': l'xt .. · ,::i,()j, uI tht· n~)d(~rni::ation prugram Lo the other T0.qiona1 
ohic",.;. 

Tho :,i:·:-jr)l\ r.,·c;ol!lITIelld::; lhat AID be responsive to any request 
for cUi\[!Y"llly ,,;I;[:p01't lor th-:~ Cali office, \,dthin the identified 
toL"!l, d"'! n~L';:'nLT1,~nd:'; that FY 197~ (]rant funds be prograrruned to 
a~d:Jt iI' tlti" L·fforl. II, lhe ::;hort run, we would consider 
pro'J'i~illiJ a $lOD,UIJU 'Iron l to purCha3 1J items including calculators, 
<1ddinq mclcld lie ,; I ca:i}~ H!lJid '.]1:" elect ric tYPGV:ritars, copying 
machines, dc., wlii,;l; iHl~ required to lfIodcnd7.e the Cali tax 
office. ThL' rrovLiinr, r. f L;Il:; type CIT simple office equipment 
should pre.vi-Ie dn j:T1nH:diutr_~ j1clyoul at relatively small cost. 
Tlw Dir,~:t()l- n f t118 ~Ja1.L n'~:l 'l'ax Admin~ str,iUon has estimaL'2d 
that 'l~; ,> r'.:~~ult of illcreasvd efficiency, the prevision of on", 
ddd:!nq mac::.l [If' I'IOU 1·1 r'-]~,' jo r i L ~;r!l f S,-~\fpral t imC's Ov~!r in 
inCrt1a C;et2 r'J\"t~ntH-![J in un1 '/ nn\~ yt~~f.!r. 

The l~;d:e:l,>ion of ilnprnVl'mc!nts to other reqiona1 tax offices 
throurJh::nll: the tHY a~Jc!nGy Cl:: rlanned by the GOC would be? a majol 
::;t\;!~, in thi! ili~,:l,-':nell tation 111 lh·.- ~1usqrave Tax Corrunission rccom­
meno.iatiun,: fo,- i:llpruv,~cl ;V: 'l11'l1.[;tratton (lnd should result in sig­
nificant r0Venua lnrro~~~~. 

'l'irr.in; j:~ iHl fmrorLmL f,lcior in the conUTlOdity grant in hlO 
r(!~r'(~(;l:;. First, follol·d,ng apprcviJJ of our propo:Jal, the Hission 
could (Tl)V': quickly to procure lhr~ (:quipment from the U.S. to have 
it in pljjCt~ ,1m3 in lI"e by Idte 197::; Ol' early 1973. Secondly, the 
two 10nCJ·-tc:rm AID-financeJ organization anel methods advisor;;; 
scher:!uJro'eJ to arrive :;hortly "'lill h'-'lp dch?lli1ine equipment require­
ments, and assist in its procureli1ent Bnd installation, and in 
tralning tax (mploym~s in il:; proper use. 
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In ccnclu~1ion, \~e thjn;: cOllurodity support of the Cali 
pilot modernizaticll proj . .::ct i8 nec(?spary, and :justified, espe­
cially .i.n ,,\ t<'l~ office wideh ;\.3S Il()l even a ci)sa register and 
Hhorc 41)';(, cd i1 '.: N!1nual tax l"l?c:l:ipb; of over ~;J.O billion pesos 
(lIS~)·16.fi Ini111.:.I1) is (;olll'ct.(~J in small portable boxes. 

Thi~; PliO!:>l ,~'I L;Ln rt:(jued:; AID/W ilpprov(ll for the following: 

(1) r::~h'I:,,1r'; e,f Liw projl!ct tor i;ll additional tl-.'O years 
t n rOl,'lh }"( 1 '~t7·\. 

I )' 
~ u ; 

t l' a i rli r -J " +. h ',,' r i ,,1 d ~ 
c1r,,,,J tl"~ l1'.(1·~:~ ,. 

ilnd expansion of 3dvi::;(,ry 88r viecn and 
of audit, ,:o])ectj,'JIlS. <lnd r,nJanization 

(3) The !.'r(,vid~}Jl of 'Jrant c:oll1ITodity ~j'.lpport. to the GOC 
Nat iunal Tax AdlllU,i :;!' r;ILion C1:~ pn~vloucl y described. 

At t i:lclunen t [; 
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Lc\oICFJ.., ~'? j\.'.-:E".QRK lG[iil t.S. :uncin) $2,448,000 
Da.r.e ?re~~red April 28, 1972 

Project Title: TAX J:.Dl-UNISTRATIG:-I ·=J.'i-1l-7SQ-l;jC 
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I HPOFC A.'iI' ASSJHPTIONS 

AsSUl"!lptions for achieving goal 
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including tax ac~nistration 
and ta..v: legislation. 

forcement of t a..'I' 1 a'.o:3,; ! port s i"cluding th::>se c f the 
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~~ __ ~.~r~==~n=k of the.~~~~p~~=~~'l~i~c~_.~. ______ +-_____________ ~ ____ ~~--:~ ____ _ 
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42 
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2 

, . 
~ .. ..: 

9 

38 
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1
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I ;~Ln;:~~~~l ;;~;~~;t:ss of I 91cluatic..'n plan. 

\
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of trai~ing pl~,o 

I
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for 1975. 

I 
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Terma (000) JJ 

13 0 622,,523.8 

1.2, 18?.~55000 

lOg4.93,078.3 

~8498.709.A 

3,.405.661.9 

Percenta8e Increase 
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Real Terms 
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16.1'7. 

10.5'7. 

13.0% 

Four-year average 
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2J Deflated by WhOJ.Cil.si~ prJ.cce minuLl food with 1970 lUI baDe year. 
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