
Alr. lO2Ll (7-71 1 (FACE SHEET) 

NONCAPITAL'PROJECT PAPER (PROP) PAGE 1  PAGES 
I, PROJECT IDeNTlPlCATlON 

. 
1. PROJECT TITLE 1 APPENDIX ATTACHED 

TAX ADMINISTRATIOW 61 REFORM 2. PROJECT NO..(M.O. I O S J . 2 )  - 
S. OTHER D O W O R ~ O N T R I ~ ~ O N S  
( A )  H AWE oc DOIJOR (U UINO or  aoooa/renv~crr IC) AMOUNT 

t 2  F Y  

6. BUDGET 
t3 FY 

7. ALL 
SUBQ. F Y  

8. ORAND 
TOTAL 

Organization of American 1 Technical Advisory Services I Estimated 
states (OAS) I Participant Traininq Funds 1$35.000 an. 

Ill. OlUCWlATRlO OFFICE CLEARANCE 

f Tax Advisor DATE 

1 l a 2  

I 

1. CONDITIONS OF APPROVAL 

- 9 7 %  w R d  3 3  33 33  .. 890 .278- 

Anilee ~o.llin& 
2. CLEARANCE OPFlCER 

2 .  CLEARANCES 

X\\L 

-BESTAVAILABLE COPY 

IV. PROIICT AUTHORIZATION 

Actins Proqram O f f i c e r  
TITLE 

A I D  Representative 

Nov.14.1974 
DATE 

Nov. 14,19 74 



T h i s  PFOP revisfm, aa rexpc8W by the GXJ, proposes (a) the nnltr- 
 atio ion of Uli? adlninirntratian pmjoct thmucj:~ J i n c  30, 1975, (1)) t182 

prtmsion of hm :run-years of & h x y  earvic~~ to VK! rlcltianal tax off 1.0- 
~ I I  t i c !  ,hdstxy of Lkcnny and Finance aml e P d n b l  opportunities f u r  LW 
0 f f i ~ i d 1 ~ ~  (c) ~UIXIITUJ f.11 Rr 1975 at a -1 of $147,(D, a d  (cf) a ~CVILW 
of !=formm p s a . ~ ~  late in th@ fiscal year as a &is far furtller h i -  
sims wit21 mjJrd to ttle future of the pmqram. '.Vie extemim of tie projt~t 
vmul~i afford A U ? ~  an oX.zyxutunfty to play a significant role in helplrq t l u =  m 
:,t a c r i t i c a l  pht w i t l i  its plans to hnpcn~ tie national tar. wllectfon 
~naciximq as prt of a k d e r  QX ecaadc reform program support& !ly the 
E4F and the lrlbrki W. 

AID 1025-1A (7-71) (NARRATIVE  DESCRIPTION) 

3~ re-st of the Minister of Finance tro a x ~ t i n w  tile pxxJrar,~ irt 
tax administration folhqs several years of rather mix& e:;xxience w i t i r  
t~le project. In years the signs of pmgress lave been cjilite ;tapcful, 
in others they l w t ?  xqresentd little nrarc than w i n h u m  j u s t i f ~ t i o n  far 
continuhq ti= prcyran~. This pttexn of performance Lry tllc crW lras held 
trui? wlcr &c cmmt PKP wkre, as reflcctesl in prmriou:: L;.-Ws, there 
have h e n  varying dqr- of pmgress in the priarity areas joinlAy selecte~i 
for attenticm by PiID and officials of the  ti-1 tax office. 

:vhilc the past year ahd a half have been a -fiialQrcnt with rc~jard 
to amcmte ~ l i & ~ t s ,  the period has plrwidd n l l d ~  pmnise as to future 
~ulogrras. 1Qch essential gnnmdwmk bas beem anpletedwNch is expect& im 
result in c;qeditiuus ireg-tian of m€Kled refrP3ms. 
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PACES 

SUBMISSION (Number) 

 ORIGINAL tj REVISION 1 

~ ~ ~ i x x j  this period new legiolatim has beern appmved to facilitau: 
(a) t lw retention of qualified staff for the tax offie t h x q h  iliyilcr sriL;tric:s, 
(b) tlle intccjratim of the five separate tax offices through pravidirq financirv; 
from elis year's h&et fnr the plans arxl cmstructian of a central faci l i ty  
to ipol~~e ~ ~ X T I ,  (c) a m e  &equate k ~ e 1  of qaeratiruj fur& for thc tax office 
throucjh irmcasa.i k . x x 3 g m  allocaffm far th i s  purpose, d (dl the institu- 
taon of intmml aut3it capability thmgh the ~ceatlon of an internal audit 
unit .  

DATE 

11/14/74 

Nso, for the first Cfme a tax i'm h e n  prepared w h i d l  is n a ~  
lwirq amsiclcrrx! far aJq,tim by the OMzacil of State.  An ADP plan far q.e.ra- 
tiom 1x1s k e n  prepared Iry Me tax dffiac with ti= assistance of the IPS advi- 

t .  ' 1 1 ~  116 advisark% haw a h  assb&d in t k  prepamtion of a func- 
tiad msxx;ani.zaticm plan fam: the t-ax office which is khy reviebed by t.le 
special. arrmissian cm mxyamtzatitn appoint& by the Xrcctar Gemral of Taxes. 

rqiinl to fiscal policy measures, Vere Imve appeartxi lapful 
riq.1~ ~f a siqnificant tun-- fir1 the fiscal policies of Lk OLIU princl, 
p 1 1 y  at ti= initiative of t k  W MFnf~%t of araii F m ,  V&$h 
Villwz~, w i n  ins sp& ttre, partid referan1 inclde(l in the 1374 wet. 
','Jrn b x  iaUoJv changas alrcrdy ih~uxlsuvcai md r@pmbxi tn Wlingtm in ..NLI 2460 
i ~ v c  set Lx: stage for t 3 r k h a . r  basic mbms );hat will. the tax syetgn an 
LIS~XIXIE?II~ rmt d~ of i i i  ?:'id i-t bxl* dlSO f a  Q\~mmt. 
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2he a s t e r  ha8 g i m  mil suFpart to the joint OW/AIP) progr811 
of fiscal policy &dies nas being wldertaken as a guide to th plaruling 
and impkmmtatlan of larqer-tam fiscal  reform. 'Xh? studies are being 
carried aut under the leadership of Dr.  Armld Harbmpr of the university 
of Chicago. We also have every expctation that the Minister w i l l  sue~eers- 
fully w t e  an IMF standby agreenent of which a major cauditien w i l l  be 
-tal fiscal  policy refom with priority a m t l o n  to ir?pmving the 
perfomance of the tax syetsrn. 

mwever impartant these tax policy ref- may be, the opinion 
ofDr.  H a l b m p r M d k r t J y U x u g m y a n t a x ~ i s t h a t ~ f i s e a l  
I M M ~ ~  a d  irwseased rwmues CkpmKI less on tax policy changefi than 
rn effective of the p-t tax systm. 

V t  seems to be wing,  on the basis of statements of 
the Minister and actiana a0 far, m a y  from its current heavy d q x d m c e  
an export taxes and a variety of lcw yield mhmce taxes Ward a tax 
prqram primarily geared tmmKd larrd productivity (-1 in the nadl 
sector and the value ackW tgX awering the urban sec=tor. We think this 
app& makes seme with to actninFstrativr feasibility, equity 
and detrelopnent obje-• -8 t h  key tow in this -an 
is irtprwing the &hlnlstratl\a capability of the Tax Office to m a m p  tbese 
tw prugrrs effectively. It is precisely i n  these areas of organization 
a r d o o ~ o n s M a t t b ~ I B 6 ~ ~ o e s a n d t r ~ c a n  
n r a k e t h e i r g m a t e g t ~ c r v l e r t h e n e x t ~ m 3 n t h s .  

D p r t a n t  to ef feetiwe ~ t r a ~  i n  the tax of fioe, and to 
the rr\#;llcess of the AID inputs, is the r d t n m t  of stmng mamgmmt- 
oriented Md technically quaufquaUfisd leadarship. 'am Ministar is naw actlvely 
tmmhhg far a qualified ardhkte to kead the tax office. 

'Ihe Gavenmrent ' s  eanardc etleasures, including the pmpcxmls far 
f r a g d  nati@z~&.l tax achafnistration, may signal a turn- in the 
Umguayan eoa~zny after marly lam decadsa of ataqnatim. Principally for 
this reason, w? believe that can- the tax &ninistration project to 
M l : t P . a Q W a ~ ~ i B f M t e ~ ~ i s a t a r g e t o f o p p o M t y  
for AID, chara- by a rmdest i n p t  axxi lew h2ve.l of risk in return for 
a r>otentiakly high return. Fcx the f i r s t  time in- yaare, we believe the 
climate nw exiyt~ far  ~ W k i n q  raeaning%ul refom6 with masonable eqecta- 
U m a f  success, & t h a t ~ ~ 6 r f t % u n ~ h a v e r e d l i n p a c t & r i n g  
tk& OOU tximsi~clp~ t.0 m financial -t. 



PROJECT LOGICAL FRAMEWORK 

P r o j e c t  T i t l e  & Number: 
TAX ADMINISTRATION & FU3FORM - 528-11-720-001.2 

NkRhiTIVE SUMMARY 

L i f e  of P r o j e c t :  
From FY 1964 t o  FY 1975 
T o t a l  U.S. Funding $ 1,219  
Date Prepared:  11/14/74 

Pase 1 

Prosram o r  S e c t o r  Gnal: I Measures of Goal 

OBJECTIVELY VERIFIABLE MEANS OF VERIFICATION I INDICATORS 

- - 
The broader  o b j e c t i v e  

IMPORTANT ASSUMPTIONS 

t o  which t h i s  p r o j e c t  
c o n t r i b u t e s :  

To b r i n g  about  a 
s i g n i f i c a n t  improve- 
ment i n  GOU economic 
management. 

To i n c r e a s e  revenues  
adequate  t o  f i n a n c e  
the n a t i o n a l  deve- 
lopment program. 

Achievement: 

Adoption and implemen- 
t a t i o n  o f  b a s i c  eco- 
nomic reform p o l i c i e s  
and l a w s ,  a s t a b i l i -  
z a t i o n  program t o  
reduce  i n f l a t i o n ,  
geared  t o  an  IMF 
Stand-By Agreement 
and t a x  p o l i c y  reforms 
based on r e s u l t s  of  
t a x  p o l i c y  s t u d i e s .  

I nc reased  pe rcen tage  
o f  revenue c o l l e c -  
t i o n s  t o  GDP from 
11 t o  16 pe rcen t .  

Laws, d e c r e e s ,  C e n t r a l  
Bank c i r c u l a r s ,  e t c ,  

IMF' ~ t a n d - ~ ~  Agreement. 

C I A P ,  World Bank r e p o r t s  
on GOU economic reforms 
and r e s u l t s .  

Revenue collections/GDP 
f i g u r e s  p rov ided  by 
Min i s t ry  of Economy & 
Finance.  

P o l i t i c a l ,  s o e i a l  t - a b i l i t  
w i l l  be rnaintaine6.  

P r e s e n t  GCU e ~ < ~ ? - r m i c  tern 
w i l l  c o n t i ~ u e  t o  r e c e i v e  
p o l i t i c a l / n i l i t a r y  sui,.?or$ 
i n  c a r r y i n g  s lt econcmlc 
reform program. 

Major f i s c a l  and t a x  po l i c l  
reforms x i 1 1  bt: ?'rraplementa~c 
d u r i n g  t h e  l i f e  df the 
p r o j e c t .  

Additional.  fiscal and tax 
x e f o m s  as sugges ted  by tihc 
r e s u l t s  of t h e  economic ana 
tax p o l i c y  stxdies w i l l  bz 
i m p l e m e ~ t e s ,  par t i cu ia r2 .y  
t hose  recclrr,nen&d i n  the 
s t u d i e s  by D r .  ZZe~$e:.r;7er. 



Project Title & Number: 
TAX .ALSIINISTRATION & REFORM - 528-11-720-001.2 

MEANS OF VERIFICATION NARRATIVE SUMMARY 

Proiect Purpose: 

OBJECTIVELY VERIFIABLE 
INDICATORS 

To upgrade the perfor- 
aance of the tax 
administration system 
to enable it to 
efficiently adminis- 
ter tax laws generally, 
specifically the new 
reform laws so as to 
generate increased 
public revenues, 

Conditions that will 
indicate Purpose has 
been achieved: End-of- 
Project status. 

Administrative reform 
plans will have been 
approved, budget provi- 
ded, personnel 'assigned 
and implementation 
under way. 

Implementation of 
administrative reform 
will be 40% completed 
by June 1975 and 
fully-completed by 
January 19 76. 

Periodic evaluation by 
Mission of the progress 
achieved in the prepa- 
ration of reorganiza- 
tion plan. 

Reduced level of 
delinyuent taxpayers. 

Page 2 

IMPORTANT ASSUMPTIONS 1- 

Revenue collection 
figures provided by 
Ministry of Economy 
and Finance. 

I Minister of Finance will support the program. 

Director General of Taxes 
wili support the program 
and provide active leader- 
ship and managexent dzriny 
Xmplementation. 



Project Title & Number: 
TAX ADMINISTRATION & ,REFORM - 528-11-720-001.2 

NAFCWTIVE SUMMARY 

Page 3 , 

Project Outputs: 

OBJECTIVELY VERIFIABLE 
INDICATORS 

Completed and partial11 
implemented plans for 
the reorganization of 
the tax administration 
office establishing 
separate audit, 
collection, planning, 
internal audit and 
administrative units. 

An effectively func- 
tioning ADP system 
providing adequate 
and timely informa- 
tion for the control 
of the two largest 
revenue-producing 
taxes, value- added 
and I:.IPROME. 

MEANS OF VERIFICATION 

Cpgraded management 
of the alcohol, 
beverages and toba- 
cco l~r~it resulting 
from a short-term 
tec3nical assis- 
ta~ce study. 

YMPORTANT ASSUMPTIONT- 

Magnitude of Outputs: 

Reorganization plans 
will consist of a re- 
structured distribution 
of functions and res- 
ponsibilities for each 
unit, description of 
related personnel and 
staff requirements, 
budgetary provisions, 
facilities and adrni- 
nistrative support 
arrangements. An 
implementation sche- 
dule will be attached, 

The master file on the 
value-added and IMPROME 
taxes will be updated, 
computer generated pre- 
payment notices availa- 
ble, and an effective 
system to control 
delinquent taxpayers 
operational. 

~ - 

ons for ~.chiev% 

1 Government laws and 
decrees authorizing the 
implementation of the 
plans to reorganize 
the Tax Office and bud- 
geting the necessary 
funds to carry out the 
plans. 

Mission evaluation of 
progress achieved. 

Observation of ADP 
outputs and operating 
systems. 

Visit to alcohol plants, 
breweries, etc., to 
determine use of mecha- 
nical measuring devices. 

Study of GOU plans to 
measure actual perfor- 
mance against established 
goals, targets and time- 
tables. 

(continua tion) 



P r o j e c t  T i t l e  & Number: 
TAX ADMINISTRATION & REFORM - 528-11-720-001.2 Page 3 ( E  

P r o j e c t  Outputs:  

NARRATIVE SUMMARY 

Improved manager ia l  and 
t e c h n i c a l  c a p a b i l i t y  
throughout t h e  system, 

OBJECTIVELY VERIFIABLE ANS OF VERIFICATION 1 IMPORTANT ASSUMPTIONS 
INDICATORS 

Res t ruc tu red  t r a i n i n g  
program t o  suppor t  
r e o r g a n i z a t i o n  o f  t a x  
system, 

Increased  number of 
t r a i n e d  t a x  o f f i c i a l s ,  

Magnitude - of Outputs:  

Establ ishment  of c o n t r o l  
mechanisms a t  t h e  
f a c t o r i e s  t o  a c c u r a t e l y  
measure t a x  base ,  

P r e p a r a t i o n  o f  annual  
p l a n s  s e t t i n g  up goa l  
c r i t e r i a  and t i m e l y  
adopt ion  of remedia l  
a c t i o n s ,  

A r e v i s e d  t r a i n i n g  
program approved and 
i n  p rocess  of imple- 
mentat ion.  

- T h i r t y - f o u r  o f f i c i a l s  
t ra ined , . ,  

Study of 
t r a i n i n g  
t r a i n i n g  

r e v i s e d  
p l a n  and 
r eco rds .  

Assumptions f o r  a c h i e v i n  
ou tpu t s  : 



Project Title & Number: 
TAX ADMINISTRATION & REFORM - 528-11-720-001.2 

Project Inputs: Implementation Target 
(Type and Quantity) : 

MEANS OF VERIFICATION NARRATIVE SUMI?IARY 

-One long-term tax admi- 
nistration advisor - 
Team Leader. 
-One short-term adminis- 
tration specialist 0 4 4  
(dPmos.1 I 

-One short-term ADP 
technician J$f mos. ) 3 
-One short-term 
alcohol, beverages 
and tobacco spe- 
cialist (p' mos. ) 

OBJECTIVELY VERIFIABLE 
INDICATORS 

Participant training 
financing. 

OAS - I 
*One long-term organiza- 
tion C methods advisor 

.Participant training 
financing. 

On board until 6/30/75 

FY 75 PASA Funding 
$ 101,000 

On board: to be deter- 
mined jointly by GOU/ 
OAS; $ 25,000 estimated 

$ 10,000 estimated. 

Mission study and 
evaluation of available 
information and data, 

IMPOATANT ASSDMPTIONS I 
Assumptions for providing 
inputs : I-  
Base-line data on revenue 
collections and GDP 1973 - 
UR 278. billion in c m e n t  
prices, 

I GDP UR 2,400 billion in current prices. 

Percentage of revenues to 
GDP: 11.5%. 



Pro j ec t  T i t l e  & Number: 
TAX ADMINISTRATION & REFORM - 528-11-720-001.2 

NARRATIVE SUMMARY 

P r o j e c t  Inputs:  
-- 

~ ~ s t  Country 

-Director  General of 
Taxes - P r inc ipa l  
Counterpart  

-Adequate number, 
q u a l i t y  and u t i l i z a -  
t ion of pe r sonne l  

-Adequate f a c i l i t i e s  
and admin i s t ra t ive  
s e rv i ce s  f o r  tax 
o f f  ice 

-Budget f o r  a tax- 
payer  educat ion 
campaign 

-Budget f o r  p a r t i c i -  
pan t  t r a v e l .  

Page 4 ( a )  

Implementation Target  
(Type and Quan t i ty )  : 

Assumptions f o r  p rov id ine  
i npu t s  : 

IMPORTANT ASSUMPTIONS 

- 

OBJECTIVELY VERIFIABLE 
INDICATORS 

~ l l  GOU inputs  w i l l  be - . 
on a cont inuing bas 
GOU has a l ready bud -! 
t e d  $230,000 i n  197 

i 

f o r  p r o j e c t  r e l a t e d  
a c t i v i t i e s .  

1 

MEANS OF VERIFICATION 




