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I. New t 8 oposed egt 8 egult of this luati

B. List of Actions_(Continued)

of the 1971 annual work plan required under the IRS Impact System
will facilitate this task.

2. The annual work plan for 1971 mentioned immediately above should
be limited to fewer projects, more realistically matching resources
with expectations. The scopes of work outlined in the Annual Work
Plans for 1969 and 1970 have been too detailed and ambitious for
what was a two and is now a one man tax team. AsS a consequence,

the several projects delayed or postponed simply for want of time
misleadingly detracts from what has been a successful project. This
recommendation has been discussed with and has the support of the
Tax Advisor.

3. Given the enthusiasm expressed by the newly-appointed Minister
and Subsecretary of Finance for institutionalizing tax administra-
tion improvement plans and the potential benefits accruing there-
from, the Tax Advisor should devote as much time as possible in
assisting the Ministry of Finance in completing a written reform
plan by the earliest possible date. June 30, 1971 has been sug-
gestcd as a deadline, which would leave the present GOES administra-
tion one year for implementation.

The Ministry's plan is expected to incorporate virtually all of
the major actions contemplated by the Tax Advisor. Therefore,
priority should be given to its completion and backstopping even
though it may entail postponement of other planned activities.
Project postponements and changes evolving from this should be
approved by and properly documented with the USAID.

4. In conjunction with a country-wide fiscal cadaster provided for
in a law passed March 12, 1970, a loan paper is now being drafted
for consideration by AID/W, which would accelerate cadaster activi-
ties. While 45-60 days of TDY assistance have already been planned

between now and June 30, 1971, additional technical assistance,
will probably be needed by the GOES for the planning and most
certainly for the implementation phasc of the work. Carcful atten-

tion must be given by the Tax Advisor in cstablishing the proper
priority for time spent on Cadaster vis-a-vis other projects. The
Mission should be kept informed of priority conflicts so prompt
action may be taken to either provide more assistance or adjust
the work schedule. Moreover, the IRS need not necessarily be the
T.A. source during implementation.

5. The Tax Advisor should be cautioned against involving himself
in the internal personnel matters of the Ministry. Through the
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B. List of Actions (continued)

absence of any negative comment to the contrary, the previous PAR
implicitly condoned such a practice when it noted that "with some
encouragement from A.I.D.", a new Director General was appointed
in May, 1968.
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H. PERFORMANCE OF KEY INPUTS AND ACTION AGENTS

A. INPUT OR ACTION AGENT B. PERFORMANCE AGAINST PLAN C.IMPORTANCE FOR ACHIEVNG

UNSATIS. oUT. PROJECT PURPOSE ()

CONTRACTOR, PARTICIPATING AGENCY OR VOLUNTARY FACTORY | SATisFacTORY STANDING H LOw MEDIUM HIGH
AGENCY

1 2 3 4 ] [] 7 1 2 3 4 ]

" Internal Revenue Service (IRS) X X

2.

3.

Comment on key factors determining rating

B.5 - Many basic reforms have been accomplished as scheduled in Impact
Annual Work Plans submitted by the Tax Advisor for calendar years 1969
and 1970. On a day-to-day basis, the use of modern management tools
has become a way of life in the Director General's Office and the Audit
Division of the Direct Tax Office. These include current production
statistics, regular staff meetings, appraisal of results, etc. Inter-
related manuals for supervisors including instructions for both the

planned which will supplement written quidelines already ado ted.
_— (Continued on page (1))
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4. PARTICIPANT TRAINING

—_ X X
Comment on kay foctors do!ermining rating
B.5 - Training courses scheduled in the PIP contained the following
caveat, "INTAX courses not definitely scheduled. Participation will

depend upon courses offered and the content of the courses."

o (Continued on page 2(1ii))
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T COMMODITIES l

Cammant on bey loctors det~rming rating

6. PERSONNEL
6. CCOPERATING X X
COUNTRY N

L. oTHER

]

Commant on key factors determining rating

7. {B.4) - At the office and division level, the performance of key
individuals has varied. The Director General of the Direct Office,
appointed in April, 1969, has remained enthusiastic toward administra-
tive project. Developed under his dircction have heen the Project
Control and Statistical Reporting Systems mentioned above (sce C.6
under "Contractor, Participating Agency, or Voluntary Agency"). He
has, moreover, been a supporter of expanded participant training.

Notwithstanding these positive factors, the Director General has
a tendency to become overly involved in technical vis a vis admin-

(Continued on page 2 (v))
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7.0OTHER DONORS
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Participating Agency (Continued from Part IXI A.l, page 2)
B.5

Overall, the Tax Advisor's assessment that the management building
phase has gained momentum appears warranted.

An Informal Appeals System, encouraged by the Tax Advisors, is
functioning on an experimental basis in the Direct Tax Office.
Project Controls and Statistical Reporting Systems have also been
introduced. Two major disappointments have been the failure to
increase the number of auditors and to move more rapidly in fully
reestablishing the delinquent returns program which was abandoned
in December, 1968. On either account, however, the tax advisor's
responsibility is secondary at best. (See Section 6 - "Cooperating
Country"). It is worth noting, however, that, limited actions for
identifying new taxpayers commenced late in 1969 and that the ex-
pansion of these activities holds a very high priority with the
new Minister and Subsecretary.

In the training area, participant training has expanded signi-
ficantly (see Section 4, "Participant Training"); and awareness of
the need for internal training and actions for its fulfillment
appear to have taken a positive turn. This is evidenced by the
introduction in late 1969 of & home study course in accounting
for auditors; the execution in CY 1970 of a supervisory training
course; and an audit technician orientation course.

For the supervisory couvrse, 12 RPAC training films supplementaod
21 hours of classroom instruction for the 25 supervisors who attended.
Given to the newer and less experienced personnel, the orientation
course consisted of nine 2-hour meetings.

All three of these courses involved the direct or indirect
participation of the Tax Advisor. One, the home study course in
accounting, has been bescl by problems which are described in the
section immediately below.

At the Minister's request, thn To pduisor has recently requested
TDY assistance to identify in-house i+ ining needs of auditors and
to assist in designing and implemcuting a course to fill these neads.

Finally, and most important in an institution-building sense, he hae
asked the Tax Advisor for aasistance in preparing internal training
plans for 1971.

(C.4). BAs defined in the revised PROP of June 25, 1970, "the
principal objective of the project is to assist in increasing tax
revenue through:

1. Modernization cf tax administration procedures and techniques,
and UNCLASSIFIED
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4. Participant Training (Continued from Part II. A. 4, page 2 (iii))

(c.4)

Group Supervisor in Audit Division (Supervisory Development) =
“In summary. Mr. Mendoza scems to have gotten a good grasp of the
principles to which he was exposed in the INTAX course and is
enthusiastic toward introducing them in his present position.”

Chief, Coordinator for the Director General's Administrative
Reforms Council - "At this point, there seems to be little doubt
that he is applying his knowledges and new skills effectively."

in a later report, the tax advisor summarized the positive
benefits accruing to the Direct Tax Office from their training.
"In the INTAX areas (L-II1I1-5), all three participants who re-
turned during this period seem to be using their training to
good advantacge. One of them, the Chief of Audit, has an active
role in six»x of our major projects; a second, the Tribunal's
Coordinator., in three; and the third, the Office Audit Branch
Chief in one."”

A recent promotion within the Ministxy supports an apparent
intent on their part to utilize the newly acquired skills of
returned participants. Previously an attorney in the appeals
section, the Ministry's representative at the May-September
C1ET course (see C.6 under this secuion) in Buenos Aires has
recently been appointed to a key tribunal position, a job com-
manding nearly twice the salary he had been receiving.
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6. Cooperating Country (Continued from Part II A.6, page 2)

a. (B.4)

istrative matters. This has occasionally left a void in decision
making at the Director'‘'s level with final action being decided
either at the operating or Ministerial levels. More recently,
the new Subsecretary of the Ministry has become more involved

in the development of reform plans mentioned herein. An excel-
lent administrator himself, it is expected that he will more
clearly delineate the Divector's role in the near future.

For their part, the Chief of the padit Division, & June, 1969
appointee and his principal subordinate, Chief, Office Audit
Section, have spearheaded the many operational and procedural
improvements within ihe Audit Division. Both received INTAX
training in February-Mavch, 1970.

Strong support at the Ministorial level, at least until
recently, was not present. The basically passive reaction by
the recentiy departed Hinister and Subsecretary to a reduction
in the tax team, was generally construed to reflect o lack of
interest at that leovel in administrative reforms. This was
further ovidenced Ly their failure to increase enforcement activi-
ties through additions! suditors or delinquency follow-up person-
nel.

This situation has roversed itself under the new Minister and
Subsecretary, both of whom took office on September, 1970. They
are moving to broaden the tax reform program; and under the close
observation and directiovnr of the Subsecretary., a longer range and
more comprehensive reform plan than the existing one is being
developed. Implementation of priority projects has already begun.

a. (C.3). The pesiiive offocis on the project purpose of most
actions made during the yveporting period were partially offset

by three facltors: 1) The delsy in providing more personnel for
assessment and collection of delindgment toaxes; 2) the failure
to provide for an effective incrosco in the number of auditors

in the first six montns of 1970; ond 3) the hesitancy, so far,
of the Director General to take o rirmer position in the deci-
sion making process.
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11, KEY OUTPUT INDICATORS AND TARGETS
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