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PLAN FOR TIE DIPT\OVPlENI' OF TAX ACMINISmTION IN HAITI 

OVERVILW, SUi.IMARY, AND TECIINICN, ASSISTANCE PLAN 

By John M. Buck 
Team Coordinator 

A. Se t t im  and Pumose 

'Ihis study of ways t o  improve tax administration i n  H a i t i  rms 
conducted against the background of a rapidly mrsening Haitian f i s c a l  
position. Beginning i n  FY 1980, government expenditures rose dramatically, 
while revenues fa i led- to  keep pace. 'Ihe resultant  de f i c i t  spending wiped out 
Haiti's foreign exchange reserves. lhis general lack of foreign exchange has 
hampered imports, a l e  coffee exports have remained wak; both of these 
factors have lowered duty collections from foreign t rade -- t radi t ional ly  the  
source of more than half of Haiti's public revenue. 

In  response t o  this situation, the  Government of Haiti (ax), 
wrking i n  conjunction with the International Monetary f ind,  has reformed sane 
t ax  laws and procedures, introduced n e w t a l m t  i n to  key positions -- 
especially within the Secretariat of State :€or Finance and Economic Affairs  
(generally called the Ministry of Finance) -- and has accepted both an amual 
de f i c i t  limit and a monthly limit on public expenditures. 

The U.S. Agency for  International Development (W) has 
'sponsor6d a comprehensive s e t  of e f for t s  t o  improve l i f e  i n  Haiti. One piece 
of this integrated Country Development Strategy i s  a plan t o  o f fe r  technical  
assistance t o  the Haitian govement  t o  improve the effectiveness and equity 
of i ts  revenue collection. As the  f i r s t  s tep,  U S A I D / H a i t i  brought i n  a team 
of six persons t o  study the current tax laws and tax administration processes, 
and t o  suggest a plan for short-term technical assistance. ?his report 
presents the i r  findings and recamendations and is  intended t o  form the bas i s  
f o r  a USAID/Haiti Project Identification Document. 

B. Study Approach 

Two of the study team E r e  seconded by U.S. Government agencies 
and four, including the team coordinator, -re from the  private sector. 
During the welt of May 18, 1982 the team coordinator and three of the team 
w e  able t o  meet i n  Washington t o  hold a general planning session based on 
the coordinator's telephone conversations with the  U S A I D / H a i t i  Mission 
Mrector. lhis group a l so  met with knowledgeable o f f i c i a l s  of the 
International Monetary a n d .  lhe team members, w i t h  the exception of the 
coordinator, met i n  l h i t i  on May 24 and completed their work June 12. 'Ihe 
coordimtor conducted further research a t  the IMF and World Bank i n  Washington 
and joined them June 3. He stayed u n t i l  June 19 t o  complete this Ovemiew, 
Sunnnary, and Technical Assistance Plan (hereafter cal led the Summary Report). 



?he br ie f  time a l lo t t ed  fo r  t h i s  comprehensive review of tax 
administration did not permit the  team t o  follow an elaborate methodology. 
Individual approaches a re  described i n  the appendices. In  general, the team 
members reviewd pertinent Haitian laws and previous studies touching upon 
the i r  areas of in teres t .  ?hey i n t e rv i eed  appropriate C;OH o f f i c i a l s  and 
v i s i t ed  off ices  and f i e l d  sites. Tne data used =re drawn from GOH and IME' 
sources and na independent col lect ion of da ta  was made, except fo r  spot review 
of  sample documents such a s  tax returns and customs declarations. 

11. REPORT SmUCIURE. 03JYTENT. AND ASSUMPTIaS 

A. Individua 1 Consultant Reports 

Each of  the f ive  consultant specia l i s t s  prepared a separate 
report  ~ c h  i s  appeded t o  this Sumnary Report: 

Appendix I; Improvement of Controls a t  the Custorhouse Uvel. 
By Kenneth Stacey, Panel Expert o i  the  Internat ional  Monetary Fund, 
serving on this study as a private customs advisor. 

Appendix IT.: Improvement of  the General Administration of Customs. 
By ~ i l l i ? i l t i o n s ,  
k i t e d  Sta tes  Customs ~ e ~ c e .  

Appendix III: Incane Tax Administration. By Charles Oak Austin, Tax 
Administration Advisor, Tax Administration Advisory Services 
Division, United Sta tes  Internal Revenue Senrice. 

Appendix IV: Managercent of Property and Ekcise Taxes. By Ramon E. Gomez 
Colon, Tax Consultant and forrner Under Secretary of the  Treasury, - - 
Ccxmm*~lth o f  Puerto Rico. 

Appendix V; Computerization Aspects. By Roger Paradis, Senior 
Consultant, Price Waterhouse and Associates, specializing i n  
autanated data processing systans. 

These i n d i v i b l  reports  follow a common general format which 
was suggested by the team coordinator and agreed t o  by the team. Variations 
i n  d e t a i l  of format and i n  individual writing style =re left unchanged. 

B. Sumnary Report 

?his Sumnary Report was prepared by the team coordinator, John 
M. Buck, V i c e  President f o r  Management and Finance of Developuent Alternatives, 
Inc . and fom3r ly Director, Management Analysis Division, Office of  the  
Secretary of the Treasury. ?he coordinator reviewed each report  individually 
with the author, and each team member read the others '  reports.  The team held 
group discussions i n  an attempt t o  put the aggregate of reconsllendations i n to  
p r io r i ty  order, t o  estimate t h  and cost  f o r  implementation, and t o  guess at 
the e f fec t s  of specif ic  technical assistance i n i t i a t i ve s  on Haitian revenue 
yields. Discussions with the USAID/Haiti Mission Director and Deputy Director 
=re par t  of  this process. 



Thus there ms team input t o  the Summary Report and general 
agreement a s  of i t s  content ; however, the f ins1 text, the  ordering of 
pr ior i t ies ,  the benefiticost estimates, and the technical assistance schedule 
were dram up by the team coordinator a f t e r  the  r e s t  of the team's departure 
and are  his responsibility. 

C. Some Words of Recognition 

As team coordinator, I wish t o  thank M. Marc L. Bazin, 
Secretaire d'Etat des Finances e t  des Affaires Economiques, and h i s  special 
assistant ,  M. Louis M. Noisy, Attach& au Cabinet du Ministre, for taking the  
time t o  give m e  the i r  candid views on a wide range of tax administration 
questions, and for  arranging for  the study team t o  have access t o  information 
and t o  hold discussions with numerous G o v e m n t  of Haiti o f f ic ia l s  involved 
in the daily w r k  of revenue assessment and collection. 

I wish also t o  thank the Honorable West H. Preeg, United 
States Anbassador t o  Haiti ,  for his support of the study, as expressed during 
my entry ad exi t  briefings. 

Mr. Gregory hhl ,  Resident Representative of the 'IMF, ms kind 
enough t o  share with me some updated GOH revenue and expenditure estimates and 
t o  discuss the Haitian f i s ca l  situation. 

Special wrds  of appreciation a re  due t o  USAID/Ha i t i  Mission 
Director Harlan Hobgood, t o  Deputy Director Phyllis Dichter, and t o  the t ru ly  
able Mission s ta f f .  Without their energetic help -- ranging from policy 
guidance t o  wrd  processing -- it wuld not have been possible for  the team t o  
complete i t s  task within the t i m e  al lot ted.  

D. Development of a Plan for  Short-term Technical Assistance 

During discussions b e t e n  Minister Bazin, the Mission Director, 
and the team coordinator, it ms agreed that  the focus of this study muld ,be 
t o  develop a plan for short-term technical assistance t o  the Ministry of 
Finance (time horizon 18 months) based on the report 's  key recamendations. . 
Any recumendations contained i n  the appendices vhich do not appear in this 
Summary Report should be considered for  the longer term. Only the key ideas 
have been skimed off and presented here. 

To qualify for  inclusion i n  the plan presented below, a 
recommendation must meet the following c r i te r ia ;  

. It must have a short-term positive effect  on revenue collections 
and/or a shoqt-term psychological impact. The Governmnt of 
H a i t i  has announced i t s  willingness t o  deal  with i t s  f i s c a l  
problems and this can only be made credible t o  Haitian taxpayers 
i f  convincing actions a re  taken and resul ts  are' apparent. 

. It must be compatible with the country's long-term goals of 
economic deve lopmcnt and loca 1 ins  titution-bui lding . 



. It must mitigate, o r  a t  least not enhance, the regressiveness of 
the Haitian tax structure. 

. It must be practical. 'Ihis means that it must be ossible i n  
light of the avai labi l i ty  of trained (or trainable ? manpower, 
physical f ac i l i t i e s ,  and equipment -- and i n  l ight  of Haitian 
pol i t i ca l  realities. In t h i s  regard, the study team ms much 
bet ter  able t o  estimate the effects  of physical and 
admini.strative constraints than of 'poli t ical  constraints. 

'Ihe recamendations which meet these standards a r e  presented 
below under the m j o r  tax administration headings : customs, incane tax, and 
property and excise taxes. ?he f i n a l  section deals with computer system 
applications, as  they relate t o  the other three areas. 

The study team recomnends that a l l  training be done i n  Haiti, 
with the exception of sending three o r  four top income tax of f ic ia l s  t o  the 
Internal Revenue Service IWAX course i n  the U.S. The team agreed that the 
training should be done i n  place, and in the context of Haitian realities, i f  
it i s  t o  be effective for  mid- and entry-level personnel. 'Ihis costs the GOI-I 
less and permits in-service training on a part-time schedule so that employees 
can continue scme of their regular duties. Also the presence of expatriate 
trainers shauld serve the additional purpose of training local instructors and 
helping t o  build local training institutions. 

?he cost for  short-term expatriate technical assistance is  
calculated a t  $12,000 per personmonth, with international t rave l  and a l l  
other expenses included. 'Ihe cost i s  scamhat higher fo r  automated data 
processing consultants and the legal advisor, a s  shown below. Some training 
may be done by personnel seconded by U.S. g o v e m n t  agencies and t h i s  may be 
somewhat less expensive than $12,000 per person-month. 

The charts a t  the end of this report present, in consolidated 
form, estimates of the costs of technical assistance, the associated tax 
revenue yields, an the benefit/cost rat ios.  2he Gantt chart elaborates the 
team coordinator's estimate of timing for completion of the  sequence of 
actions, by both USAD and the Haitian government, r&ich are expected t o  
produce these results .  

E. Consenrative Nature of Estimates 

lhe assumptions underlying these estimates are conservative, 
since the team did not wish t o  raise unrealistic hopes with repard t o  the t ime 
required t o  effect  measurable change. 

F i r s t ,  the schedule i s  conservative; it assumes that  six months 
w i l l  be required for  USAID (and perhaps other domrs) t o  complete the 
contracting procedure o r  make other arrangements t o  p lace technical assistance 
personne 1 on the ground i n  H a i t i ,  and for  the GOH t o  make the recarnerded 
changes of l a w  that  are  necessary t o  ins t i tu te  new administrative procedures. 
lhe  schedule also assumes that  it will take six months frcxn the start of 
technical assistance, on the ground i n  Haiti, before any effect  i s  f e l t  on 
revenue co l lec tions . 



Second, the estimated percentage increases i n  tax yield \ere 
k e ~ t  low. MO& from vir tual lv  no control of  borders and l i t t l e  enf6rcement 
ofL tax c o l l e c t i o ~  t o  sane contrhl and -- sane mre enforcement of cbllection 
could potentially produce a major jump i n  revenue; however, Haiti has no 
history of cracking down on tax evasion and underpayment, so the projected 
increases were kept modest. 

'Ihird, increases i n  yield Ere calculated as  percentages of the 
various categories of revenue produced in FY 1981. These revenues could be 
higher by the time the effects  of the proposed technical assistance a r e  f e l t ;  
however, the IME' sees no M i a t e  reason for optimism with regard t o  revenue 
production. 

Fourth, it was 'assmed that  the proposed simplified excise t ax  
on manufactures (the "First Stage" proposed by Casanegra and Byrne in the  IMF 
Report, "Sales Taxation in H a i t i , ' '  April l3, 1981, pp. 16-21) w i l l  be set a t  a 
level that yields the s a n ~  overall revenue as i n  FY 1981, rather than raising 
t o t a l  revenue. This report 's  estimated percentage increases Ere made against 
the FY 81 base. 

It should be pointed out that  there is  one major o t imis t ic  
assumption which accompanies the conservative estimates de t a i l  e h 7  so ar: the 
team took as a given -- o r  a t  least as a hypothesis t o  be tested -- that t h i s  ' 
i s  indeed a 'hew" Haitian goverrnnent with a cornmitmnt t o  meaningful reform 
and enforcemen; of the tax system; and that t h i s  government has the po l i t i ca l  
w i l l  t o  counter long-established traditions of patronage and corruption and 
prevent these £ ran  nullifying the effects  of the proposed reforms. 

F. No Major Reorganizations Proposed 

With the exception of some specific changes recamended below 
(most notably the creation of a astoms Police), the team does not propose any 
major reorganization within the Ministry of Finance o r  i ts  various subparts. 
We f e l t  that the structure is  not the problem; the problan is  t o  make it 
mrk. Now is  not the time fo r  the turbulence, fear ,  and resultant  
inefficiency kith reorganization brings. It is the time t o  update and 
@rove laws, t o  introduce new procedures and technology, and t o  enforce the  
revenue collection process. 

G. Scope of Technical Assistance 

The team had some discussion with USAID/Haiti about whether t o  
propose two levels of technical assistance -- a high option and a low option, 
with different price tags. In their subsequent discussions, the team started 
with the mininaun level of assistance thought necessary t o  do the job properly 
and meet the cri terion of showing short-term resul ts .  This basic package w i l l  
cost around $2.2 million, w i l l  require 18 months t o  execute, and w i l l  yield an 
estimated $21.5 million in additional revenues during the f i na l  12 mnths. 
'Ihis m l d  be a 16.39, increase against the FY 1981 t o t a l  revenue base, gained 
a t  a benefit/cost r a t i o  of 9.7: 1. 



Since the cost of t h i s  basic package exceeds the figure ,which 
the Mission Director f e l t  muld be immediately available, the team did not 
propose a further "high" option. Nor did we think it ms pract ical  a t  t h i s  
stage t o  propose further 101%-term expenditure of assistance money; t h i s  
should be decided later, based on the resu l t s  from introduction of the  basic 
package. 

It i s  not readily possible t o  trim the proposed basic package. 
Most of the cost i s  i n  the q a t r i a t e  trainers and advisors, and the marginal 
savings from training f e e r  Haitians muld be minimal. A possible exception 
is  t o  have a much smaller Customs Police -- say 50 instead of 150 -- but it is 
questionable whether dropping below 150 muld be effective; three 50-person 
shi£ts around the clock seems a minimum. Of course, it would be possible t o  
save money by eliminating ent i re ly  one or  more par ts  of the  proposed plan 
(rather than trimming a little e v e m e r e )  ; however t h i s  muld cut the 
program's effectiveness, since the par ts  in terre la te  and support each other, 
especially the proposed introduction of permanent national identif icat ion 
numbers for individuals and businesses and the application of automated data 
processing t o  ass i s t  a l l  areas of tax collection. 

Also, it is  probably a good idea t o  mDve i n  a l l  areas of revenue 
collection simultaneously, since evasion and underreporting seem t o  occur i n  
a l l .  %us a l l  could yield more revenue. Besides, this muld avoid giving the  
public the impression that some groups (inporters , manufacturers, property 
owers ,  o r  b t e v e r )  were being targetted for  enforcement while others were 
exempted. The team cmrdinator feels  this is impo~tant in the  I3aitia.n 
set t ing,  here there i s  a general perception that favoritism i s  a way of l i f e  
and equitable administration of taxes is m t  t o  be expected. 

Pecorrnrendation Format 

The major recomnendations a re  presented below by category of 
revenue collection. Each is discussed and priced individually and the t o t a l  
figures a r e  smmarized i n  Chart 1, below. An overall  schedule i s  presented i n  
the form of a Gantt chart (Chart 2). 

A. Iegal  and Reffulatory Changes 

1. Recomnendation: Revise and simp lie both the Custms Code 
and the Tariff Law, a s  reconmended i n  Appendix I, and enable the Minister of 
Finance t o  issue regulations covering procedural de ta i l s ,  rather than having 
these deta i ls  codified i n  law. Promulgate laws establishing a Customs Police 
Force and tightening standarts for ,  and control of,  duty-free (franchise) 
imports. 

2. Discussion: These changes and additions t o  Haitian l a w  are 
needed before the other recommendations se t  forth be low can be carried out. 

3. Technical Assistance Required: As an ac t iv i ty  precedent t o  
much of what is reconnnerded in this report,  t h i s  piece of the assistance 



package should be contracted for  and carried out f i r s t .  Whereas t h e  schedule 
s e t  for th  below assumes six months t o  arrange for  other donor assistance, t h i s  
should be pushed through within the f i r s t  three montl~s, so that  the advisor 
can assist with the drafting and passage of t h e  necessary laws .  One person 
with a wide knowledge of tax and regulatory l a w ,  and the associated French 
technical terms, could perform a l l  of the  m r k  of legal revision recamended 
here (and below) i n  an estimated six person-months. I f  such a s ecialist 
costs $15,000 per month, the  t o t a l  price muld be approximately $ 90,000. The 
advisor should concentrate f i r s t  on preparing the  enabling laws t o  establish 
the Customs Police, regulate franchises, and introduce new valuation 
procedures (plus ins t i tu te  a national identi ty nunbering system, recornmended 
below). As a second priori ty,  the advisor could turn t o  the revision of the  
Custms Code and the Tariff Law, plus the revision of the sccise on 
manufactures, discussed be low. 

B. Customs Police 

1. Recommendation: Appendices I and I1 both recormend 
establishment of a Customs Police t o  enforce a mre orderly entry of goods 
in to  the country and t o  in terdic t  contraband. 'Ihere i s  now very l i t t le  
contro 1 of borders o r  ports of entry. 

2. Discussion: What is  envisioned i s  a modest beginning: I50 
Customs Police mrking three 50-person sh i f t s  around the clock. ?hey muld 
exercise SOLIE control over the major ports of entry and border crossing 
points. It wuld not be e i ther  practical  o r  cost-effective t o  attempt t o  
patrol  a l l  of Haiti's rugged border. 

?he customs advisors and the team coordinator f e e l  tha t  
these new police should make up a single unit for training and administrative 
purposes, but that  the head of the force should clearly be under the  c c x m ~ ~ ~ d  
bf &e civi l ian  Minister of Finance, with the ac t iv i t i es  of the  police agents 
i n  the f ie ld  being under t h e  control of the c ivi l ian  customs port directors.  
The creation of an autonomous or  semiautonanous police force should definitely 
be avoided; there is  too great a r i s k  of corruption and abuse. 

An idea which came up during the team coordinator's 
discussions with Minister Bazin and Mission Director Mobgood was that of 
creating a special strike force of "untouchables" t o  take action, with top- 
level backing and a f a i r l y  f ree  hand, against d o r  smug lers, tax evaders, 
and corrupt officials .  'Ihis is  an idea M c h  has always had a strong innate 
appeal: cut through the red tape and get a t  the wrongdoers. 

Unfortunately, i n  their many cumulative years of exposure 
t o  the  law enforcement processes of various governments, the  team members have 
never seen t h i s  approach w r k  over the  long term. Even assuming that  capable 
personnel could be recruited and such a group formed and given the freedom and 
backing t o  strike at major offenders, it is almost inevitable that powr mu'ld 
corrupt the group and i t s  purpose, so that  it became the problem rather than 
the solution. 



Ihe a t t r ac t ion  of the  special  strile force i s  that,it i s  
highly v i s ib le  and i t s  a c t i v i t i e s  are symbolic of leadership's in ten t  t o  crack 
down on wrongdoing h r e v e r  it occurs. The other s ide  of t h a t  coin i s  that,  
i f  the group becomes corrupt o r  i s  diverted from i t s  purpose, t h i s  i s  a l s o  
highly v i s ib le .  Besides, such a group d iver ts  resources and a t t en t ion  from 
institution-building within the regular e s t a b l i s h e n t  (the customs and t a x  
col lect ion bodies), and t r ansn i t s  t o  the personnel of these bodies the message 
that they are not mrthwhile i n  themselves and need a watchdog. 

I f  the GOH decides t o  t r y  the s t r i k e  force approach, it 
should be w i t h  a very small and t rus tmr thy  group having a d e f i n i t e  char ter  
and a short span of existence (plus guarantees of protection fo r  t l~e 
part icipants  a f t e m r d s )  . Better, i f  some "untouchables" can be found, they 
should instead be put i n  charge of building and managing the  proposed Custans 
Police, a s  a long-term ins t i tu t ion  integrated i n t o  t h e  Ministry of Finance and 
placed f innly under the Minister's control. 

3. Technical Assistance Required: To give basic  t ra in ing  in 
Interdict ion,  control  of. imports, and .the e x e r c i s e  of police powers t o  L50 
persons (not t o  make them subs t i tu te  customs inspectors,  j u s t  customs police) 
muld  require an estimated six instructors  f o r  three  months. These 18 
person-months muld cost  about $2 16,000, including time f o r  course development 
and s tar tup  i n  Haiti. 

C. Procedural Reforms 

1. Recommendation: Modify and simplify customs procedures, t o  
include eliminating the  bordereau and the consular invoice and subst i tut ing a 
standard customs entry document. I n s t i t u t e  the  standard repart ing of ships,  
checking of entry declarations, cancellation of manifests, and post-audit of 
e n t r i e s  and ships' documents. The new procedures would make a l l  valuation ad 
valorem, doing away w i t h  the  present alternate methods of calculat ion.  

2. Discussion: A l l  these changes m u l d  streamline and 
modernize procedures, thus freeing manpower t o  be devoted t o  better 
recordkeeping and enforcement of  duty collection. 'Ihe new procedures m u l d  be 
taught in the training sessions described below. 

3. Technical Assistance Required: One customs advisor could 
accomplish this in six months a t  a cos t  of about $72,000. 

D. Estab l i shen t  of a Training School 

1. Recomnendation; Establish a custans t ra in ing  school on a 
modest level,  i n i t i a l l y  using classroan space and f a c i l i t i e s  exis t ing  a t  loca l  
ins t i tu t ions  (perhaps ENAF o r  INAGHEI) . 

2. Discussion; The i n i t i a l  courses muld  be  taught by 
technical  assistance personnel, h o  would a l s o  be responsible for  t ra in ing  a 
core of instructors  t o  take over and continue the t ra in ing  a c t i v i t i e s .  ?i;e 
Initial e f f o r t  would give 20 mid-level custcms o f f i ce r s  in-senrice t ra in ing  on 
the new customs l a w  and procedure reconmended above, and on general cont ro l  



techniques. ?he emphasis muld be tomrd hands-on training i n  the h i t i a n  
enviroment , with the idea that the i n i t i a l  group of trained personnel muld 
man the Port-au-Prince seaport and airport  and work i n  the customs valuation 
service. Four instructors muld be selected and trained, e i ther  f rom the  
initial class of 20 or  e l sehere .  They wuld establish regular in-service 
career deve w e n t  training. 

3. Technical Assistance Required. Tm expatriate t ra iners  
would be reauired for  three months t o  develop the courses and give the 

w 

instruction: This muld cost about $72,000.- 

1. Recorrnnendation: Train eight persons, with some accounting 
background, a s  auditors. 

2. Discussion. These persons would be given additional 
instruction from a customs audit viewpoint, so that  they could conduct the 
recanmended post-audits of entry valuations, importers ' and exporters ' 
declarations and financial records, and the disposition of goods entered under 
franchise (duty-free or  duty-reduced) . One or  t w o  could become instructors i n  
the training schoo 1 recommended above. 

3. Technical Assistance Required: Tm audit specia l is ts  could 
give this training %in three mnths. It w o u l ~ t  about $72,000. 

F. Automation 

The application of automated data processing w i l l  be of great  
eventual value for  recording and monitoring customs entr ies ,  including 
kanchised goods, and for  compiling Haiti' s foreign trade s t a t i s t i c s .  This 
is treated i n  the general discussion of computer2zation in Section VI, below. 

G. Estimated Yield, Year l'm 

A s  stated above, the estimates of increased revenue yield a r e  
made on the assumption that the  effects  of technical assistance w i l l  be f e l t  
a f t e r  six months, and that arrangements t o  provide this assistance w i l l ,  
beforehand, have taken six months f rom the t h  that this report is  accepted. 
Thus twelve months would elapse (Year One) before a revenue effect  would be 
f e l t ,  and this effect  i s  calculated against the following twelve months (Year 
b) 

Any estimate of increastd revenue i s  highly speculative, 
but it seemed t o  the team coordinator and the customs advisors not unlikely 
that  a 20% r i s e  could 'occur i f  a l l  the recommended measures w r e  ins t i tu ted 
and the government gave serious support t o  the resultant increases in 
interdiction of contraband and control and audit of imports. (&ports  a r e  not 
dealt with here; t h i s  would ccmplicate the discussion since they f a l l  
par t i a l ly  under the jurisdiction of the income tax department. I-lowver, they 
a re  a lso  a Likely source of increased revenue, given proper enforcment . ) A 
20% increase over the EY 1981 level of import duties would yield about $9.4 
million, an overall increase of sane i n  t o t a l  national revenue. 



IV. 

A. Taxpayer Ident i f ica t ion  Numbers 

1. Recomnendation: Issue permanent nat ional  taxpayer 
ident i f ica t ion  rmmbers t o  a l l  adult  persons (including resident  a l iens)  and 
a l l  businesses. 

2. Discussion: Meaningful ident i f ica t ion  n d r s  do not exist 
in Hai t i ,  and having them is kundamental t o  e f fec t ive  col lect ion of a l l  taxes 
(incame, withholding, property, and excise taxes and import and export 
dut ies) .  They are essen t i a l  fo r  the application of automated data processing 
t o  revenue collection. While it may take a long t ime  t o  i ssue  numbers t o  a l l  
persons and businesses in Hait i ,  it should be f a i r l y  simple t o  cover the 
population of Port-au-hrince and the other major c i t i e s  in short order. The 
requirement t o  have a national I D  number muld  be publicized and temporary 
points of  issue established i n  population centers.  After a certain date ,  
anyone applying fo r  a dr iver  ' s license, car regis t ra t ion ,  import franchise,  
pos ta lbox,  and so for th ,  and anyone f i l i n g  a t ax  re tu rn  o r  customs 
declaration, wuld  be required t o  show a nat ional  iden t i ty  number on the 
form. This would catch the  s tragglers  who had not complied with the i n i t i a l  
regis t ra t ion .  As pointed out above, this must f i r s t  be made a requirement of 
law. 

3. Technical Assistance Required: In three months, one 
advisor could help the  GOH t o  set up a r e l i a b l e  system of iden t i ty  numbers 
with in te rna l  check d i g i t s  t o  control  f o r  erroneous ent ry  i n t o  the  eventual 
automated tax administration system. Tne cos t  m l d  be about $36,000. Four . 
top t ax  ,o f f i c i a l s  should attend the  TRS INTAX course i n  the  United S ta tes ,  a t  
a cost  of $7,500 per part icipant  ( t o t a l  cos t  $30,000 exc luding in ternat ional  
t ravel )  . 

Taxpayer Aud it 

1. Recorwendation: Train 75 accountants, f r o m  among those now 
in the tax service, t o  perkorm audits  of business and individual taxpayers. 

2. Discussion: The tax  service needs a body of  ' t rained 
auditors capable o-qany f inancial  records and s i f t i n g  through the  
backup documentat ion o f  individual t ax  returns.  Very litt le e f fec t ive  aud i t  
of taxpayers i s  now being done. 

3. Technical Assistance Required: Four advisors mrking three 
months could accmplish this i n i t i a l  t raining a t  a cos t  of about $144,000. It 
is  envisioned tha t  the trainees muld be divided i n t o  basic  and advanced 
auditing classes, depending on their knowledge level.  Some of those t rained 
could, after gaining some prac t i ca l  experience i n  the  conduct of  taxpayer 
audits ,  serve a s  instructors  f o r  a continuing in-service audi t  t ra in ing  
Program* 

C. Estimated Yield, Year Tm 

It is estimated that numbering and auditing taxpayers, even 



though accmplished i n i t i a l l y  on a manual bas is ,  m l d  y ie ld  a 10% increase in  
income t a x  collections i n  Year Tm. ?he current e f f o r t  of  the ~ i c h i e *  F i sca l  
section of Ministry of  F'inance t o  query taxpayers on their re turns  yielded 
over $20,000 of addit ional  revenue i n  i t s  f i r s t  three days. ?hat t h i s  was 
done without either training of addit ional  auditors  o r  the  a v a i l a b i l i t y  of a 
coherent taxpayer numbering system fo r  crossreferencing re turns  and 
declarations gives an indication of the taxpaying po ten t i a l  la tent  i n  the  
system. When the numkring of  taxpayers i s  computerized, eventually, the 
increase i n  tax  yield should be much higher ( a s s d n g  serious g o v e m e n t  
enforcement). A 10% increase i n  income tax  col lect ions muld  y ie ld  $2.3 
million, h i c h  muld be a 1.8% rise i n  t o t a l  government revenue. 

PROPERTY AM) EXCISE TAXES 

Property Tax 

1. Reconmendation: Take advantage of the property census, 
which is due t o  start in the s-r o'f 1982, t o  gather addit ional  t ax  
information on a l l  respondents and t o  c o l l e i t  accurate information on property 
size and character is t ics .  Tie latter can be used current ly t o  check owners ' 
declared values, and eventually t o  serve as a bas i s  f o r  taxat ion on assessed 
value, i f  that becomes law. 

! Discussion: ?his w i l l  require the  design and use of  an 
enlarged census form, as recomrnended in Appendix I V ,  and the  t ra in ing  of 
assessors. Although the real estate t ax  provides only a small p a r t  of  the  
nat ional  revenue, it is grossly underpaid and could show a high percentage 
re turn  on any investment made t o  improve e n f o r c e n t .  Also, the  property t a x  
i s  the primary source of revenue t o  municipalit ies,  which s p l i t  it equally 
with the  national goverrnnent. Presumably the  increase i n  revenue would be 
welcomed by municipal governments. Finally,  there is  a question of equity and 
psychological e f fec t .  Everyone knows that the o m e r s  of large, luxurious 
homes i n  Pgtion-Ville pay ridiculously l o w  property taxes,  and a progressive 
set of moves t o  r e c t i f y  this imbalance muld have an important e f f e c t  i n  
danonstrating that the goverrnnent is willing t o  tax the r i c h  as we11 as the 
poor. 

3. Technical Assistance Required : l b  technical  assis tance 
experts mrking two months could t r a i n  the 20 assessors needed, a t  a cos t  of 
some $24,000. 

B. Elxcise Tax on Manufactures 

1. Recormendation; Implement the simplified excise t ax  on 
manufactures ("sales tax") proposed by the IMF and t r a i n  auditors  t o  enforce 
it. (See the  DvlF report  "Sales Taxation In Haiti ," Casanegra and Byrne, Apri 1 
13, 1981, pp. 16-21). 

2. Discussion: It i s  assumed here that the rates of the 
simplified tax w i l l  be s e t  so tha t  t o t a l  manufacturers ' excise taxes w i l l  have 
the  same yield as i n  FY 1981. It i s  a l s o  assumed that no addi t ional  
countervailirlg dut ies  on imports w i l l  be imposed. These assumptions ( a c h  



are  subject t o  revision based on the findings of the current IMF mission 
addressing this subject) a r e  used i n  making the  yield calculations set' for th  
below. 

3. Technical Assistance Required: Five accountants should 
receive three mnths of training i n  excise tax audit. This could be given by 
one expatriate trainer a t  a cost of $36,000. 

C. Alcohol, Tobacco, and Gasoline 

1. Recamnendation: Increase the  number of alcohol and tobacco 
inspectors f rom f ive t o  10 and give them a month's training. Train two o r  
three inspectors t o  monitor properly the off-loading of petroleum products t o  
assure that f u l l  duty is paid. 

2. Discussion: The alcohol and tobacco taxes a r e  easy t o  
enforce through the requirement that manufacturers purchase tax stamps and pay 
a tax on bo t t l e  caps. Compliance.simply needs t o  be verified by inspectors 
doing spot checks of manufacturers and r e t a i l  out le ts .  They could a lso  check 
that the bo t t l e  cap tax has been paid on sof t  drinks. 

The process of verifying amounts of petroleum products off-  
loaded i s  likewise not d i f f i cu l t ,  but it does not seem t o  be done thoroughly 
a t  present. P i s  involves sealing . storage tank out l e t s  and then verifying 
dipstick readirgs against the ship's b i l l s  of lading and the sealed ship 's  
comptometer (adjusting a l l  quantities for  temperature, of course, using a 
standard conversion table).  . 

3. Technical Assistance Required: The ten alcohol and tobacco 
inspectors could be trained in one month by one person a t  a cost of $12,000. 
It is  likely that  one of the major international o i l  companies which make 
deliveries t o  Haiti mld be glad t o  t r a in  two o r  three inspectors, and 
perhaps a like number of customs officers,  i n  the  measurement of petroleum 
deliveries. It is  assumed t h i s  would be done free of charge. 

D. Estimated Yield. Year Two 

?he extent of excise tax evasion with regard t o  aicohol, 
tobacco, and soft drinks i s  impossible t o  estimate, and it is  simply assumed 
that increased revenues in Year b w i l l  pay for  the training of the ten 
inspectors. Likewise with the delivery of petroleum products -- for  the  
purposes of t h i s  report it is  assmed tha t  the training is f ree  and the yield 
unknown. 

?he team coordinator and the property and excise tax advisor 
estimate that a thorough property census and the presence of trained assessors 
t o  check taxpayer declarations muld increase the property tax yield t o  the  
na t iona lgove -mnt  by 30% i n  Y e a r  b, even without camputerization having 
been implemented or the base of tax payment changed t o  assessed value. ?his 
m l d  yield $180,000 (a .03% increase in national revenue), with a like amount 
going t o  the municipalities. 



Enforcement of the excise tax on manufactures is  e s t h t e d  t o  
produce a 2m increase i n  Year Two, o r  $3 million (a 2.3% increase i n  national 
revenue). 

VI. AlJIWATED DATA PROCESSING 

Proceed as soon as possible with the feas ib i l i ty  study described 
i n  Appendix V, leading t o  the automation of data collection and analysis 
within the Ministry of Finance. 

Discussion 

?he mj or  areas for  computerization have been mentioned in this 
report and are  discussed i n  more de t a i l  i n  the appendices. Most important i s  
the creation of a taxpayer master f i l e ,  t o  record business and personal income 
taxes, property taxes, and various excise taxes, including the proposed "sales 
tax". Also, the recording of customs entr ies  could be automated t o  a s s i s t  
valuation, duty collection, and the generation of Haitian foreign trade 
s ta t i s t i cs .  Automated data processing muld be a primary too l  for  bringing 
efficiency , effectiveness, arid equity into the administration of Hait i  ' s tax 
system. Given proper support by top g o v e m n t  leadership, automation wuld  
mke corruption and tax evasion harder t o  conceal, and could thus ra i se  
nationa 1 revenue dranatica l l y  . 

Unfortunately, a s  shown by the schedule on the last page of 
Appendix V, computerization carmat be introduced overnight, or  even within the  . 
tm-year period contemplated i n  this report. How~ver , the  process must begin 
innnediately if it is  t o  be achieved within three years a f t e r  acceptance of 
these recmneridations. Tnerefore, money for  the feas ib i l i ty  study, the 
purchase of h a r d m e ,  and some of the implementation must be spent within 
Years One and M. 

C. Technical Assistance Required 

Appendix V estimates a t o t a l  of 61 person-months of technical 
assistance. A t  an average price per person-month of $l5,000, the personnel 
cost m l d  be $9l5 ,000. I f  approximately $500,000 i s  added for  hardware 
purchase and instal lat ion,  this brings the t o t a l  fo r  automation t o  $1,4l5,000 
-- by f a r  the most expensive part  of this technical assistance plan. 

D. Estimated yield,  Year Two 

As Appendix V shows, the proposed system will not be i n  
operation by the end of Year Tm. However, this does not mean that  the  
preliminary moves t o  implement it w i l l  be without effect .  Tney can be 
expected t o  have a strong psychological impact, according t o  highly p laced 
Haitian off ic ia ls .  Cemonstrated intent t o  computerize, combined with the 
issuance of taxpayer identificaation numbers, can be expected t o  show the 
population that  the government is  serious about enforcing tax collection. I f  
t h i s  has the effect  of increasing voluntary compliance by during Year Tw, 
it wuld ra ise  govenmnent revenue by $6.6 million. 



Chart 1: Sumnary of Technical Assistance Costs and Benefits 

Yield i n  
Total Cost Year T w  ~ e n e f  it/Cost Ratio 

Area of Technical Assistance ($000) ($000) (end of Year Tho) 

Custms 522 9,400 18: 1 

Income Tax 2 10 2,300 11; 1 

Property Tax 24 180 7.5: 1 

k c i s e  on Manufactures 36 3,000 83.3: 1 

Computerization 1 ,4E 6,600 4.7: 1 

M r a l l  Figures 

. Increase in  National Revenues During Year Tho (against FY 81 base) = 16.390 

. OverallBenefit/~ost Ratio = 9.7;l 
\ 



PIAN FOR THE IMPROVEMEW OF TAX ACEIINISlRATION IN HAITI 
CHART 2: SMEWIE OF TEClUTICAL ASSISTANCE 

AM) HAITIAN aJwwmn A m m  
ElAPSED TIME (MNIIlS) 

YEARONE YEARm 

DONOR A C l ' I V I m  (USAU) and/or Other Donors) 

1. Select tax l a w  advisor. 

2. Tax l a w  advisor ac t iv i t ies  : 
a. Draft laws t o  establish Customs Police, regulate franchised goods, 

permit new valuation and c u s t ~  procedures, ard require national 
taxpayer identification numbers. 

b. Revise of Custans Code, Tariff l a w ,  and Manufacturers' Excise Tax. 

3. Select and contract for  other technical assistance advisors. 

4. Technical assistance act ivi t ies:  
a.  Train Customs Police. 
b. Assist custcrns procedural reforms. 
c.  Establish Customs Training School ard g i w  inithl training 
d. Train customs auditors. 
e .  Assist establishing national taxpayer idendification numkring system. 
f .  Train internal revenue auditors. 
g. Train property tax assessors. 
h. Train excise tax auditors. 
i. Train alcohol br tobacco inspectors. 
j. Establish autamted data processing system in -try of Finance 

(for  d e t a i l  see Appendix V). 

ArnMTXES OF ?HE GOiFlWEhT OF HAITI 

1. Pranulgate legal and regulatory reforms. 
2. Conduct census of real pro erty. 
3. Issle national identificatron numbers t o  businens h individual taxpayers. ... 
4. Establish interdiction of contraband and control of ports of entry . . . 

by Customs Police. 
5. &duct audits art inspections, using newly trained p e r s o m l ,  in the 

areas of customs, income tax, property tax, and excise taxes. 
6. Recruit and t ra in  personnel t o  operate Ministry of Finance Ccmputer system. 



VII . 'lTcHnCAL ASSISTANCE IN THE LONGER TERM 

It is  probable that  Haiti w i l l  require more outside technical 
assistance than is contemplated in  this report, i f  it is  t o  achieve effect ive  
and equitable tax administration. Howver, it would be premature t o  suggest a 
longer-term assistance plan a t  this point. Such a plan should be based on the 
pre liminary resu lts obtained from imp lementing the recomnendat ions made 
above. Interim resul ts  should be assessed, and decisions made regarding 
further assistance, a t  a point which i s  f a r  enough before the end of the f i r s t  
round of technical assistance t o  allow the iirrargement of continuing support 
i n  those areas where it is  required, and the t i m l y  start-up of assistance i n  
newly identified areas of need. 

m1 PERSONNEL m 1 m s  

Achieving personne 1 effectiveness i n  any organization i s  d i  f f icu lt ; 
it i s  expecially hard within a government structure such a s  ex is t s  i n  Haiti, 
&re people may be employed through patronage, rather than on the basis  of 
competitive examinations o r  demonstrated merit. 'Ibis report has not addressed 
t h i s  problem so far ,  since it is  largely pol i t ica l .  %=very the  team 
coordinator feels  he muld be remiss i f  he did not suggest some ins t i tu t iona l  
policies which could be used t o  monitor employee performance. h e  presence of 
effective personnel i s  a necessary c o m p b n t  t o  implementation of the 
technical recamendations made so far .  

First, a s  taxpayer information is  collected, collated, and audited on 
a mre eff ic ient  (eventually automated) basis,  it w i l l  be possible t o  detect 
not only evasion and underreporting on the part  of the  public, but a lso  
inefficiency, incompetence o r  corruption on the part  of government o f f i c i a l s .  
A few dramatic dismissals from the c i v i l  service of persons proven corrupt o r  
incompetent muld have a salutory effect  on the remaining employees, and on 
pub l i c  opinion. 

Second, the computerization of the taxpayer data base, and the  
resultant ab i l i t y  t o  r eca l l  information for post-audit, w i l l  make it much more 
d i f f i cu l t  fo r  a individual taxpayer t o  make an undetected arrangement with a 
g o v e m n t  employee. 'Ibis should serve as a disincentive t o  such arrangements. 

Wrd, audits, inspections, and internal  quali ty reviews should 
detect ineffective employees. hese persons could be given obligatory 
refresher training and, i f  they did not demonstrate a minimum level of 
competence on a f i na l  examination, they could be denied pranotion or  dismissed. 

A l l  these a re  ins t i tu t ional  processes for  passing employees and t h e i r  
m r k  under periodic review and promoting persons of demonstrated canpetence 
Fa-tile screening out those who do not perform. Such controls are, of course, 
no better than the system a c h  enforces than. 

IX. CONCUTSION 

'Ihe level of smuggling, tax evasion, underreporting , corruption, and 
inefficiency of governrent process in Hait i  appears t o  be such that  the  



country's tax  base i s  not being tapped a t  anything l ike  i t s  f u l l  potent ia l .  
Given a chance, outside technical assistance can help Ha i t i  t o  deal  with 
inefficiency of administrative proces s . Given po lit i c a  1 support from t h e  top 
level, the  executive agencies o f  t h e  Ministry of  Finance could enforce 
col lect ions and incrwise national revenue yields by f a r  mre than the  modest 
16% suggested above. 'Ihe object of this report  i s  t o  recommend ways t o  put 
i n t o  the hands of the Haitian government the  tools  with which it can e f f e c t  
meaningful change. 'Ihe question then w i l l  be hther there  is the p o l i t i c a l  
w i l l  t o  do so. 
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TAX ACMINISTRATI-ON IN HAITI 

lMPROVEMEW OF 03NLROLS AT THE CUSWICUSE LEVEL 

I. FORMAT - ?he format of this report w i l l  be as follows: 
11. Introduction 
111. Sumnary of Recamendations 
IV. Study Approach 

Detailed Work Plan: Discussions of each sector of m r k  
comprised i n  the above r e m n d a t i o n s ,  approximately i n  
order of importance, each divided into  three subsections: 

a) Discussion 
b) Findings 
c) Reconm?ndat ions 

Special Report on Airport and Cap-mitien 
Technica 1 Assistance Plan 

The Customs Administration of Haiti has received much technical 
assistance over the past decade from many donor inst i tut ions.  Notable resu l t s  
.yere the conversion of the t a r i f f  t o  the Customs Co-operation Council 
Namenc lature (CCCN) , in the form a c h  it took prior t o  January 1978, and the 
inclusion of the enabling legislation for the Brussels Valuation System i n  the  
Tariff Law. 

Many f ie lds  of varying importance have remained untouched, a fact  
k i c h  t o  some degree may have arisen from an inherent lack of coordination 
among the effor ts  of the many donor agencies involved . 

The present proposals are intended t o  provide a Master Plan for  
f o m d  movement on a l l  fronts, combining fundamental legal, organizational 
and procedural reform; the introduction of new procedures ; and the modification 
of existing ones. 

Tne impact of these reforms i s  expected t o  create a more e f f ic ien t  
Customs administration tending t o  increases i n  Customs revenue collection. 

1. Reform the Custom Code t o  elimirvlte superseded material, and to  
leg is late necessary reforms and eliminate specific legis lation on matters 
which can be dealt  with by regulations. Prepare such regclations based on the 
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revised Code. Eliminate from the  Tariff Law a l l  surplus material already 
found i n  the Brussels Explanatory Notes and tha t  rendered surplus by reforms. 

2. Create a as toms Police Force, authorized by l a w  as part  of the  
new Customs Code, with regulations t o  enforce cargo security through ships'  
searches and quay and =rehouse surveillance, and t o  repress contraband through 
control of the border, especially major points of entry. 

3. Establish a astoms Training Ins t i tu t ion with outside technical 
assistance t o  train in-service instructors i n  teaching techniques. 
Simultaneously give technical training a t  basic and middle levels f o r  in-  
service Customs officers.  Tne plan would a lso  include specialized training of 
the CXlstms Police. 

4 .  Ektend the  Valuation Section's present function so that declared 
values may be properly adjusted on the  basis  of acquired information and the  
e f fec t s  of commercial relationships on value properly assessed. The reform 
m l d  be implemented through precise regulation, t raining and organizational 
adjustments. 

5. Revise the t a r i f f  nomenclature t o  take account o f  the 
fundamental changes of  January 1978; rearrange some subheadirgs t o  conform t o  
CCCS3 requirements ; provide s t a t i s t i c a  1 codes and inc  lude any 1982/83 
endmen t s  t o  the nomenclature. Improve the dissemination of informtion on 
c lassif icat ion problems . 

6. Establish a Headqyarters Section t o  enforce conditions under 
which goods are admitted duty-free. Ihe function would include the prevention 
and detection of i l l e g a l  sales of  concessionary duty-free a r t i c l e s  and the  
control of factories using duty-free r a w  material o r  constituents f o r  the 
manufacture of products fo r  export o r  the home market. Tne reform muld be 
supported by regulation, training and reorganization. 

7. Reorganize the Headquarters only t o  the  extent that speci f ic  
changes a r e  implemented: establishment of the Customs Police and the training 
schoo 1; improved contro 1 of franchises, valuation ard c lassif icat ion ; 
increased inspection of s t a f f ;  and introduction of some procedural changes. 
No change is recomaended i n  the basic s tructure of Customs or i n  the 
relationship betwen Hcadquarters and the Port-au-Prince directorate.  

8. Review the  effectiveness of the  present system of Customs 
inspections carried out by the Fisca 1 Inspection Service of the Ministry of 
Finance to ensure t ha t  uniformity of practice, efficiency and discipl ine are 
achieved. Review the  technical f i e ld  experience of these inspectors and 
examine ways t o  increase the b e x f i t  of their a c t i v i t i e s  t o  both HQ and 
out-station s ta f f .  

9. Modify and simplify procedures t o  improve efficiency and cut 
costs. This would include the  elimination of the bordereau and the consular 
invoice, the reporting of ships, the  checking of en t r i es  (declaration), the  
cancellation of manifests, the post-audit of en t r i es  and ships documents, and 
the  reduction of regis ter  control f o r  the movement of  documents. 
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IV. STUDY APPROACH 

?he author wishes t o  express special  thanks t o  Chef de  Senrice M r .  
Edouard w o n t ,  who served a s  his counterpart during this study and whose 
assistance was invaluable. The author a l so  much appreciated the generous help 
of t he  other Haitian o f f i c i a l s  kom he interviewed. Chief among these =re; 
Director-Genera 1 of Customs Mr .  Albert Boyer, Chef de  Service M r .  And& 
Turnier, and the Customs Directors of Cap-Haitien, Fransois Dwal ier  Airport, 
and Port-au-Prince. 

?he principal  reference materials used f o r  t h i s  report  rere: ?he 
Haitian Customs Code and Tariff  Law, the World Bank Economic &mrandum on 
Haiti (April 1982), recent DfF reports  on Haitian Customs and economy, and the  
author's own e a r l i e r  reports  on customs administration i n  ?hailand, Cape Verde, 
Guinea-Bissau, and Honduras. 

V. DlCWEED WORK PLAN 

a) Discussion - ?he legal  bas is  f o r  the present Customs 
operation lies mainly i n  the  Tariff  Law and the mstoms Me.  mere appear t o  
be no regulations of importance emitted a t  Minister ial  level  o r  below under 
enab ling legis  la tion. 

'Ihe Tariff  Law adequately supports the import t a r i f f  and 
statutory exemptions and the Brussels Valuation System. Much space i s  devoted 
t o  technical instruct ions on the examination of ce r t a in  goods. The t a r i f f  
itself, an integral par t  of the  tariff law, conforms t o  the  C C m  before the  
Fmportant January 1978 revision, and subheadings a r e  provided t o  a c c o d a t e  
Haitian Tariff rate variations. There is no column showing the S t a t i s t i c a l  
Code appropriate t o  each t a r i f f  item. 

The Qstcxns Code i s  an old law which gives authori ty t o  
many functions such a s  the hand ling of ships in harbor, cargo manipulation, 
e t c .  which'have now been transferred t o  other  bodies such as the Port Captain 
and the National Port Authority. It provides peers t o  permit search of ships 
and persons, d o c m n t s  seizure and sale of  goods and general anticontraband 
ac t iv i ty .  There i s  approval of  cer ta in  ports  and border posts as Customs 
s ta t ions  and much of the  procedural m r k  i s  adequately supported. S ta f f  pay, 
d isc ip l ine ,  leave, e t c .  are a l so  dea l t  wi th .  

b' w - ?he Tariff  l a w  contains many technical  
explanations and proce ura direct ions d i c h  a r e  already found in the  Brussels 
Exp lanatory Notes and 'which a r e  more suitably contained i n  regulations than i n  
law. There a r e  a l so  instructions on the employment of uethods h ich are long 
outdated and d c c h  in any case a r e  not proper t o  a Tar i f f  b w ;  in f a c t ,  
procedures a r e  legislated i n  such d e t a i l  tha t  even minor recamendations i n  
this report w i l l  need the reform o f  the  Law before implementation. 

Matter M c h  has  clear1.y been superseded by subsequent laws 
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st i l l  remains i n  the fistoms Code. Staff matters a re  usually dealt  with on a 
national C i v i l  Service basis but i f  there i s  specialised treatment involved 
this muld jus t i fy  inclusion i n  the Code. 

c)  Recotmendations - The tm laws should be redrafted t o  
eliminate inappropriate and superseded material and include any new material 
introduced by reform. The Tariff should be updated by the  inclusion of 
post-January 1978 amendments, the adjustmnt of subdivisions, and the 
inclusion of the Standard International Trade Classification (SITC). 

Without necessarily changing the effective duty ra te ,  the 
basis  of calculation of t a r i f f s  should be changed t o  ad valorem on t ex t i l e s  
and the present coniplicated duty base eliminated. 

2. fistoms Police Force 

a) Discussion - There i s  a t  present no Customs Force 
designated t o  repress contraband i n  coastal and border areas o r  perform such 
associated duties a s  search of arriving vessels, pat rol  of Customs areas a t  
designated ports and posts, and security of cargo in wrehouse. Although the  
Customs Code does not specifically refer  t o  such a force it does broadly 
legislate the £unctions implicit in such a force. 

Without a closer study of the contraband si tuation it i s  
not possible t o  assess quantitatively t h e  impact on duty collections but it i s  
f a i r  t o  say that  there are  f e w ~ e a n s  of  preventing even the m D s t  amateur 
attempts a t  contraband. 

b) Findings - There i s  no search of ships i n  port fo r  
contraband, undeclared cargo o r  checks on bonded ships ' stores. 'Ihe security 
of cargo i n  Port-au-Prince and Cap-Haitien (and presumably i n  the rest of the  
country) apart from the Customs t a l l y  on unloading, i s  l e f t  t o  the Port 
Authority Police. The fistom Authority s ta tes  that  there i s  no anticontraband ' 

contro 1 of any border, coasta 1 area or  is land. 

c) Reconmendations - A Customs Police Force should be created 
with i t s  direction a t  the level of  Chef de Service under the control of the 
Director General. Its legal existence should be established i n  the reformed 
Customs Code, ki th administrative regulations defining i t s  functions, and the 
recruits should be trained i n  local f ac i l i t i e s  ( to  be discussed la te r ) .  

To minimize budget costs advantage should be taken of 
surplus s ta f f  r e s u l t i x  from simplification of  procedures reconmended later i n  
this report. 

Customs Training School 

a) Discussion - There i s  no Customs training ac t iv i ty  but 
there exists a national administrative training ins t i tu t ion khich i s  said t o  
have had almost no impact on the Customs Service. 
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'Ihe technical lonowledge of the  middle and l o w r  s t a f f  
levels is res t r i c t ed  t o  the  limited range of their par t i cu la r  taslcs and t h i s  
deficiency i s  par t icular ly  revealed i n  valuation, c l a s s i f i ca t ion ,  franchises,  
organisation and adninistrat ion i n  general. The senior s t a f f  with some 
exceptions have not had the opportunity t o  broaden t h e i r  experience through 
contact with the  in ternat ional  pr inciples  of Customs policy. 

b' 
- Much work is  k i n g  performed with l i t t l e  

knowledge of i t s  s i g n .  icance and re la t ion  t o  other  work. This lack of 
bowledge could lead t o  loss  of  revenue through wrong c lass i f i ca t ion  and 
undervaluation and the  f a i l u r e  t o  observe franchise and exemption conditions. 
Frustration of  the import r e s t r i c t i o n  and prohibi t ion regulations may a l so  
occur. 

c )  ~ e c o ~ ~ ~ n e n d a t i o n s  - A program should be established f o r  the 
training of Customs Instructors ,  the  technical  t ra in ing  of middle level  
o f f i c i a l s  below Chef de Senrice rank and including examining o f f i c e r s  
( d r i f i c a t e u r s )  and of lower levels below d r i f i c a t e u r .  Lectures should be  
planned f o r  senior s t a f f  on in ternat ional  C u s t m  policy, free zone and 
Customs Union development and specialised subjects such as s t a t i s t i c s ,  
hydrocarbon o i l  control,  bonded warehouses, etc. 

To give an impetus t o  the program, t ra in ing  would be 
planned and carr ied out by technical  assis tance experts  who would gradually be 
superseded by the trained in-service instructors .  

lhe Customs Police t raining would be  s imi lar ly  planned and 
implemented as a separate exercise conforming t o  the timing of  legis la t ion  and 
recruitment. 

?he subject matter mld be developed and the t ra in ing  
conducted in consultation with the  Director General and his s t a f f .  

4. Valuation 

a) Discussion - In c m n  with many other  developing 
countries Ha i t i  has not signed-its agreement t o  the  Valuation System 
established under A r t .  VII of  the  General Agreement on Tar i f f s  and Trade 
(GATT) of April 1979. ?he latter has replaced the Brussels Valuation System 
by the signed consent of  the contracting par t ies .  

The "Brussels System1' i s  thus the  legal ly establ ished 
system in H a i t i  through incorporation i n  the Tar i f f  Law. 

'Ihe first stage of i ts  implementation has been accomplished 
by the  establi~shment of  card index information which i s  progressively 
developing and the introduction of a declaration of value form a s  prescribed 
in  the Brussels system. 

A p a r t  f rom the declaration of  value, a consular irrvoice 
must be produced with the importer's declaration d-iich includes a c e r t i f i c a t e  
verifying am~ngst other  things the authentici ty of  the value. 
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Present pract ice places almost t o t a l  rel iance on the value 
i n  the consular invoice and there i s  no evidence of  any measures taken t o  
u p l i f t  such values nor t o  examine the  e f fec t  of  commercial relat ionships on 
dec lared values . 

Although there a r e  many speci f ic  dut ies  i n  the t a r i f f  there  
is  a l s o  a large percentage of them which i s  superseded by an a l t e rna t ive  ad 
valorem r a t e  which is  applied h e n  i ts  product i s  grea ter  than that of the  
specif ic  r a t e .  

- The fa i lu re  t o  use the  acquired valuation 
Information values vitiates the d ~ o l e  operation of the card 
index. The principles involved i n  valuation a r e  not widely understood. 

No specif ic  cr i t ic i sm of Haitian Consuls abroad is  intended 
but it is common knowledge that  the cert i fying of  invoices by consuls 
generally has becane a matter of r o t e  and it is  often not even possible f o r  
the consul t o  inspect the  merchandise f o r  ver i f ica t ion  purposes. For this 
reason most countries have abandoned the consular invoice fo r  a 11 prac t i ca l  
purposes except the col lect ion of  the fee  which it may produce. 

c) Reconmendations - Staff  should be trained i n  valuation a s  
recormended a t  IV.3.c). 

The goal should be a f i r s  flow of  values information 
betwen the  Valuation Section and the  examining o f f i c e r  k o  s110uld be t h e  key 
o f f i c i a l  ( in  consultation with his seniors) i n  deciding wt.rether a value is 
sat isfactory.  (See recammendations on the  elimination of the bordereau). 

When an  importer declares a comnercial r e l a t ion  with his 
supplier the howledge should be used t o  discover wi7ether his declared value 
has been depressed below the  acceptable level  by this fac t .  Regulations 
should be prepared under the  l a w  explaining i n  d e t a i l  how o f f i c i a l s  should go 
about upl i f t ing  (increasing) duty. These regulations would have t o  be 
supplemented by the t raining program because of features new t o  the present 
procedures. 

Ihe s t a f f  of the valuation section should eventually be 
reorganized so  that a section of senior personnel (say two o f f i c i a l s )  is given 
the task  of  making the necessary enquiries jus t i fy ing  an up l i f t  i n  declared 
values. 

The consular invoice should be eliminated i n  favor o f  t h e  
comnercial invoice. 

5. Classification 

a) Discussion - Although the current tariff i s  i n  the CCCN 
format it has not been amended t o  conform t o  the fundamental and extensive 
changes of  January 1978. As amendments a r e  issued i n  bloc every four o r  f i v e  
years further amendments can be expected at any time. 
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Although the format of t a r i f f  subheadings is  not b e i n g  on 
contracting countries,  it is preferable t h a t  they should follow a ce r t a in  
pa t tern  i f  they are t o  be properly aligned with the statistical codes. A 
b r i e f  examination of  the t a r i f f  shows t h a t  some subheadings do not follow t h e  
advisable form. ?here is no column showing the statistical code appropriate 
t o  the t a r i f f  heading. 

b) Findings - ?he current t a r i f f  i s  de f i c ien t  t o  the extent  
described above. There is evidence of a need t o  supervise mre close ly  the 
checking o f  c lass i f ica t ion  declarations a t  the  time of examination of  the 
goods and there does not appear t o  be a routine system for  transmission of  
information on l ikely c lass i f i ca t ion  problems o r  on decisions made a t  higher 
leve 1. 

c)  Recomendations - The Tar i f f  Nomenclature should be 
amended t o  incorporate the January 1978 and 198213 amendments and t o  adjus t  
any subheadings t o  a pat tern more convenient f o r  statistical purposes. A 
fur ther  column should be added showing the  appropriate s t a t i s t i c a l  codings. 
It i s  believed that a study i s  being planned t o  amalgamate and amend duty 
rates so tha t  same of the above recanmendations may i n  fact be plamed within 
that study. 

?he Control and Inspection Service should assume t h e  
responsibi l i ty  f o r  identifying possible c l a ss i f i ca t ion  problans re la t ing  t o  
t h e  pat tern of  importations. In addition t o  considering the dangers o f  duty 
evasion there should a l s o  be same a t tent ion  paid t o  the poss ib i l i ty  of  
incorrect  c lass i f ica t ion  t o  avoid an import prohibition o r  r e s t r i c t ion .  

This information should be disseminated on a regular  bas i s  
t o  examining off icers  and t o  t h e  section responsible f o r  the post-audit. 

6 .  Franchises and Exemptions 

a) Discussion - The Tariff  Law contains a sect ion on 
exemptions and franchises (comnonly referred t o  i n  this context a s  "statutory 
ex."ptionsH) whichs cover the  familiar f i e l d  o f  exemptions f o r  d ip  lomats , 
passengers ' baggage, S ta te  contracts,  re-imported g o d s ,  e t c  . 

In addition, there is  a wide f i e l d  o f  franchises f o r  raw 
materials used in manufacture and articles brought i n  by firms authorized 
under special  laws. The time schedule has not permitted a study of these laws 
but they are understood t o  confer concessions t o  give incentives t o  invest- 
ment, export and the growth o f  infant  industr ies .  It i s  a l s o  understood that 
products from concessionary raw materials (those entered duty-free o r  duty- 
reduced) receive a p a r t i a l  exemption when sold on t h e  domestic market and a 
f u l l  exemption h e n  exported. Conditions may a l s o  be applied t o  the disposal  
of  franchised articles such as vehicles,  machinery, o f f i ce  and e l e c t r i c a l  
equipment brought i n  by authorized f h s .  

No ef fec t ive  Customs procedure e x i s t s  f o r  enforcing the 
conditions under which any of these goods are imported, eig. d i p l a m t i c  l iquor 
o r  concessionary cars i l l e g a l l y  sold o r  concessionary r a w  mteria 1 being 
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diverted t o  i l l e g a l  uses. As the  Ministry of Comnerce appears mainly, 
responsible for  granting most franchises there  i s  a widespread assumption t h a t  
they, ra ther  than Customs, are a l s o  responsible f o r  its proper use. 

b, =? - Although the level of  i l l e g a l  diversion cannot 
be eas i ly  estimated ~t m u  d be surprising i f  there =re not,  under these 
conditions, a signif icant  amount of  malpractice. Unless the  specia l  laws 
oblige the  Ministry of Comnerce i t s e l f  t o  control  factory production and 
imported franchised a r t i c l e s ,  there i s  no machinery f o r  control l ing this 
revenue r i sk .  Insofar as a r i s k  e x i s t s  it is undoubtedly a Customs - 
responsibi l i ty  . 

c) Recownendations - The Customs service should be given 
c lea r  responsibi l i ty  fror controlling franchised goods. A section (say tm 
senior o f f i c i a l s )  should be established under the  cont ro l  of  the  Chef de 
Service of F'ranchise with responsibi l i ty  f o r  enforcing the  conditions of 
franchise and exemptions. 

Regulations should be made establ ishing the  detai led 
conditions expected of manufacturers and concessiomires such as keeping stock 
records of concessionary r a w  material, i t s  use i n  factory processes, fonuulas 
f o r  products showing the  m u n t  of concessionary material i n  products exported 
o r  sold on the  home market, records of stock produced, lists of  a r t i c l e s ,  
machinery, vehicles, e t c .  imported under corlcession with import d e t a i l s ,  
location of the goods and t h e i r  eventual disposal  (export, duty paid, e t c .  ) . 

'Ihe regulations should be prepared in such a way as t o  
ensure tha t  there is no gap o r  overlap between them and the controls  properly 
exercised by the  Ministry of Corrrmerce o r  other Government bodies. They should 
a l s o  describe in d e t a i l  the  method of control  t o  be adopted by t h e  Franchise 
Service, such as : 

( 0  the  select ion of cases f o r  enquiry taking i n t o  
- account the  amount of revenue r i s k  inolved . 

( i  i) the  method of stock-taking at  t h e  factory and the 
calculation of concessionary material used. 

( i i i )  the method of pre-export and pre-sale examination 
at  the factory on a se lec t ive  bas is  with sampling 
if necessary. 

(iv) the examination of articles, machinery, e t c .  sa id  
t o  be i n  use. 

( 4  the select ive ve r i f i ca t ion  of export documents 
and dornestic sales irnroices of previous 
transactions. 

Assuming t h a t  a astoms Police Force i s  established, they 
should be involved by regulation i n  the  suppression and detection of i l l i c i t  
sales of concessionary high-duty goods, e .g . cars ,  wines and s p i r i t s ,  
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tobacco. Their enquiries muld  be guided by information from the E'raqchise 
Senrice insofar a s  detecting sources of i l l e g a l  supply is  conce~ned. 

This is c lea r ly  a specialized subject and the  proposed 
Customs Training School muld  need t o  emphasize it i n  their curriculum t o  
produce trained supervisors and inspectors pr ior  t o  coxnencing the operation. 

7. Organization 

a) Discussion - Subject t o  any proposals made by other  
members of the  Advisory Team, the organization of t h e  HQ and the  Port-au-Prince 
Directorate are broadly adequate t o  perform their functions e f f i c i en t ly .  There 
w i l l ,  of course, be increases o r  reductions of the respons ib i l i t i e s  of exis t ing  
Senrice Chiefs as implementation of the  proposa 1s proceeds. 

There is  no HQ control  of any cash rece ip t s  by Directorates 
o r  t h e i r  cen t ra l  accounting a t  HQ as a l l  payments are made d i r e c t  t o  the  
Central Bank and accounted f o r  by them. Tnis is unusual but not necessarily 
defective. 

?he control  over out-stat ions is  remte as no routine 
inspections are normally practiced. There seem t o  be widely d i f fer ing  m r k -  
loads and degrees of responsibi l i ty  b e t e e n  the Service Chiefs who a r e  a l l  
said t o  be of the  same rank. Tne author did not invest igate conditions 
exist ing i n  the exter ior ,  except f o r  Cap-Haitien. 

b) Findings - 'ke dif fer ing  wrkloads and respons ib i l i t i e s  of 
the Service Chiefs could cause a d is tor t ion  of m r k  flows and exercise of 
d isc ip l ine  but there may be other  factors  not obvious t o  the author a c h  
j u s t i f y  maintaining the present position. 

Discipline, efficiency and uniformity of Customs prac t ices  
w u l d  be be t t e r  achieved by a regular inspection service,  a question discussed 
below a t  V. 8. , 

c) Recommendations - ?he exist ing HQ Services should be 
extended o r  contracted in the  measure of the iq lementa t ion  of recaamendations 
and exemptions, modification and simplification of procedures. A new Senrice 
should be created for  the Custans Police should t h i s  proposal be adopted and 
the creation of an inspection u n i t  d i rec t ly  dependent on the  Director-General 
m d e  subject t o  the r e s u l t s  of the recanmendations wide below a t  V. 8. 

8. Staf f  Inspection 

a) Discussion - Tnere i s  no established system f o r  rout ine 
s t a f f  inspection although there  a r e  no doubt ad hoc visits t o  dependent 
of f ices .  It is said that control  visits a r e  made a t  random b o t h  t o  Customs HQ 
and the dependencies by the  Fisca l  Inspection Service of the Ministry of 
Finance. 

- It is  d i f f i c u l t  t o  propose r i g i d  r u l e s  on such 
an important u profound knl~wledge of loca l  conditions. 
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Inspection ought not t o  be merely a matter of control  of revenue securi ty but  
should a l so  prarnote an esprit-de-corps and mutual confidence and trust between 
HQ and the dependencies. Even tm such e n t i t i e s  a s  closely placed 
geographically a s  the  HQ and the Port-au-Prince Directorates muld  tend t o  
d r i f t  apart  and develop separate loyal t ies  unless there  existed a bond 
developed through regular visits. ?his muld provide on one hand a means f o r  
ensuring uniformity of practice,  efficiency , discip line and loyalty; on the 
other  a means of drawing o f f i c i a l  a t tent ion  t o  specia l  m r k  problems, staff, 
equipment o r  of f ice  space shortages, personal problems re la ted  t o  leave, pay, 
w l f a r e ,  e t c .  

It i s  not easy t o  achieve t h i s  dual  objective with an  
inspection force outside the  Customs Service as by i t s  nature it gives the  
impression of lack of  t r u s t  and repressiveness. ?here may however e x i s t  
special  reasons fo r  preferring an independent control  and c lea r ly  a Minister 
i n  control  i s  in the  bes t  position t o  judge the balance o f  the arguments. 

If a as toms Police Force i s  introduced the question of  
inspection becanes even more important as t h i s  muld  extend the range not only 
of the physical control but a l so  of  the technical qual if icat ions of the 
inspection s t a f f .  

c) Recammendations - It i s  reconcnended t h a t  a study be made a t  
top level  of the .methods of pertonning inspectional visits. So= thought 
might be giver1 t o  regulations se t t ing  out i n  d e t a i l  the f i e l d  t o  be covered by 
general inspections t o  be cmplemented by specia l  instruct ions t o  be given f o r  
par t icular  visits. ?he idea could be cons ide r4  of nmiri i t ing t m  Chefs de 
Service, say the Customs Police Chief and the  Chef de Service de Contr6le et  
Inspection t o  perform these dut ies  on a part-time bas i s  under the d i r e c t  
contro 1 of the Director-Genera 1. Some rearrangement of responsib i l i t ies  could 
be made t o  campensate them f o r  the tire spent. 

9. Procedural Reform 

a) Discussion 

(i) Accounting - h e  t o  t h e  unusual system of  d i r e c t  
payment t o  the bank there i s  very l i t t le accounting a t  t h e  Custanhouse level. 
Daily and monthly reports of  duty collected a r e  sent  t o  the  Director- 
General but  this does not seem t o  be pa r t  of the main accounting process. 

( i i )  Bordereaux - A bordereau i s  essen t i a l ly  a b i l l  made 
out f o r  the  importer by the Customs based on the findings of the  examining 
of f i ce r ,  and a ver i f ica t ion  of the c lass i f ica t ion  and value and general check 
of the  documents by the Bordereau off ice.  

The bordereau i s  given t o  t h e  importer after a f i n a l  
review by the  'keviseur". It a l s o  includes any scale fines due t o  incorrect  
declarations. After the duty payment a t  the  bank the  paid bordereau i s  
returned t o  the Customs f o r  the delivery of the  goods t o  be authorized and a 
da i ly  return of  paid bordereaux i s  sent t o  the  Director-General and the  
Ministry of Finance. The paid bordereaux a r e  used in post-audit as later 
described. 
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(iii)Manifest Cancelling and Post-Audit - In the Document 
Archive section the bordereau, together with i t s  pertinent documents such as 
the entry, consular invoices, values declaration, e t c  . are written off  the 
appropriate manifest. Only 45 days are  al lomd by l a w  from the date of 
payment of the bordereau during which an underpayment of duty may be called 
for. Complications arising following duty payment often mean that the  post- 
audit section has only a few days t o  ac t  and sometimes the l i m i t  i s  already 
expired. Nonetheless, they continue t o  go through the  mechanics of writing 
items off  manifests even a f t e r  the time for  collection is past. ?his serves 
no revenue-co llecting purpose. 

A manifest i s  used during the t a l l y  by the Customs 
Officer a t  unloading t o  establish the actual quantity landed but no 
cancellations are made on delivery of the goods fran the  shed. 

(iv) Ships ' Reports - On the a r r iva l  of a ship a Customs 
Officer boards t o  receive the documents. The normal practice of a formal 
report in which a Rotation Number i s  allocated and pe-mission t o  unload given, 
i s  not fo l loed .  ?here does not appear t o  be any physical check on board of 
ship 's stores, crew's effects ,  possible contraband, t rans i t  or  coastwise cargo 
stotage, e tc .  o r  unloading supervision. 

(v) General entry p a s s i ~  - The d e t a i l  of t h i s  process 
would not be appropriate a t  t h i s  stage but lt i s  sufficient  t o  say that a 
brief  inspection revealed areas for  simplification and s ta f f  saving. 

b) Findings 

( i )  Accounti - Although unorthodox the present system 
is not defective a t  the d e  level. Post-audit is deal t  with 
separate ly . 

( i i )  Bordereaux - ?his document i s  a repeti t ion of rhat 
the examining officer has already noted on the entry a f t e r  checks have been 
made and any-fines added. I f  the examining of f ice r ' s  inspection of the goods 
is  a s  f u l l  a s  it ought t o  be, h i s  endorsement of the  entry ought t o  be a 
sufficient basis fo r  duty payment. ?he checking of c lass i f icat ion and value 
and assessment of f ine are  properly the responsibility of the examining 
off icer  d ~ o  should consult w i t h  his superiors o r  HQ i n  case of doubt. 

(iii)Manifest cancelling and post-audit - The br ief  span 
a l lo t ted for  determi* an underpayment removes a l l  incentive and interes t  
from the checking of duty paid anh the cancelling of the manifest. It is not 
surprising therefore, t o  find that steps are not taken t o  c lear  every manifest 
100%. Ships' report documents a r e  not routinely subjected t o  post-audit. 

(iv) Ships' Reports - I f  no fonnal report i s  made no 
proper identi ty i s  given t o  a ship movement. Documents cannot so eas i ly  be 
related t o  a ship without a Rotation Munber, documents attached t o  the 
manifest are not expertly inspected, checks and searches on board a re  not 
carried out, fonnal notice t o  unload cannot properly be given, special  
unloading supervision for  sensitive cargo is less eas i ly  arranged and so 
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forth.  Cases *re mentioned t o  the  author i n  h i c h  unloading has proceeded 
before the production of a manifest, thus placing at r i s k  the revenue on the 
h o l e  of the  landed cargo. 

(v) Recommendations - It i s  more convenient t o  compress 
the  recorr~nendations on the above f ive  subjects i n t o  one section. 

A proper report of f  ice should be established t o  dea l  with 
a l l  the formalities necessary f o r  ensuring rtevenue securi ty and granting of 
permission t o  unload. ?he necessary physical checks on board muld  be made by 
the CLlstoms Police. 

?he bordereau and the consular invoice should be eliminated 
and the or ig inal  entry as presently endorsed by the  examining o f f i c e r  plus any 
scale f ine ,  used t o  support the payment of duty. The examining o f f i c e r  should 
become responsible fo r  c lass i f ica t ion  and valuation; t ra in ing  muld  assist in 
this reform. Calculation check of  the  entry should be made earlier i n  the  
passing process. l%amhhg of f i ce r s  should male more use of the  Valuation 
Section and the suggested improvements i n  the dissemination of c l a ss i f i ca t ion  
information. 

?he manifest a s  o f f i c i a l l y  adjusted a f t e r  the  t a l l y  is  the  
key document for  post-audit control  and it i s  e s s e n t i a l  t h a t  a l l  i t a s  sl~ould 
be checked o f f  before eventua 1 f i l i n g .  The post-audit shou Id include a l l .  
ship ' s report documents and t o  this end it i s  recommended that the u n i t  f o r  
a d i t  purposes shauld be the "ship's f i l e1 '  comprising the  report  docmcnts and 
a l l  en t r i e s  and related papers relevant t o  that ship. A l l  wuld  be ident i f ied  
by the  ship's Rotation Number. 

The post-audit should be done on the bas i s  of a percentage 
of  ship 's  f i l e s  according t o  s t a f f  avai labi l i ty .  

Underlying a l l  these proposals i s  the e s s e n t i a l  point that 
the  law should be amended t o  allow three years f o r  ca l l ing  fo r  underpaid 
duty. Tne cancellation of  the  manifest should then proceed t o  the  point here 
every item is accounted for  by a legal  disposal of the  goods, including 
col lect ion of  any underpayments. 

General entry passing requires a closer  study t o  improve 
efficiency and produce s t a f f  savings. 

VI FRANOOIS DWALIER AIRPORT Sr CAP-HAITIEN FORT 

&se tm subjects w i l l  be deal t  with less precisely due t o  the 
specialized nature of the operation and their r e l a t i v e l y  small importance from 
the revenue viewpoint. 

The recomendations made f o r  the  main operations i n  Port-au-Prince 
should apply mutatis mutandis in these cases; e .g. Customs Police m r k ,  ship 
and a i r c r a f t  reports ,  valuation, c lass i f ica t ion ,  e t c .  'Ihe l imitat ion on t h e  
did not permit detailed research but cer ta in  areas o f  m r k  e r e  revealed h i c h  
c lea r ly  cal led f o r  further  study. They rere : 
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1. F'ran~ois Dwalier  Airport 

a) The use of  a simplified t a r i f f  and documentation t o  deal  
with passengers who bring i n  mre than the s tatutory allowmces but less tlmn 
commercial quanti t ies  (probably 75% of a l l  passengers do so) . Such treatment 
would a l so  apply t o  the large quantity of unaccompanied baggage containing 
dutiable goods below the comnercial l i m i t .  

b) Control of the stock and sa les  procedure of the  duty-free 
shop and any a i r l i n e  bonded stores.  

c) Improvement of the  physical examination and storage of  
unaccompanied baggage and the  remva l  in due time of abaridoned and overtime 
goods t o  auction. 

a) The manifesting, unloading and emmination of  imported 
goods carried unexamined coastwise from Port-au-Prince and subsequent specia l  
post-audit. 

b) Improved ccim~nicat ions betleen HQ and por t s  par t icular ly  
a s  regards information on franchises, c hssj . f icat ion,  valuation and the black 
list of  duty non-payments. 
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TAX ADMINISTRATION I N  HAITI 

APPENDIX 11; IMl?ROVENENI' OF GENERAL ADMLNISTRATION OF CUSW 

By W i l l i a m  C. Wilkins 

I. Introduction 

The contractor spent the period May 25 through June 9, 1982, in 
Port-au-Prince, Haiti ,  engaged in a review and aria lys is  of the controls, 
systems and accounting methods within the Department of Finance and Economic 
Affairs a s  they re la te  t o  Haitian Customs. ?he report ms prepared against 
the backgrourd of Haiti's worsening foreign exchange problems. The contractor 
attempted t o  discern methods by ~ c h  the Haitian Govement may not only 
enable Customs t o  collect increased revenues, but a lso  be i n  a position t o  
receive more accurate and more expeditious information about programs d-Lch 
direct ly .affect  Customs collections and exchange balances. 

Study Approach 

?he contractor established contact with h i s  principal counterpart, 
M. And& mrnier ,  Chef de Service, General Administration of Customs, and with 
M. William Bontlomme, Assistant Director General, General Administration of 
astans. The c~ontractor observed operations and procedures within the General 
Pdministration of Customs and a t  the sea and a i rpor t  douanes of Port-au-Prince. 
?he contractor interviered i n  depth his counterpart, M. nrnier; M. Bonhoxne, 
Assistant Director General; the directors of the sea and a i rpor t  douanes of 
Port-au-Prince; and various other Chefs de Service and section heads a t  the 
General Administration of Custom and a t  the douanes . The contractor 
consulted tables of organisation pertaining t o  the Ikpartment of Finance and 
Economic Affairs and the General Administration of Customs. ?he contractor 
consulted the Code buanie r  D r .  Francois m l i e r  (1974) and vis i ted the 
National School of Finance Administration (W). 

111. General Ikscription of Customs Organization 

The en t i ty  which constitutes the headquarters of Haitian Customs and 
~+Mch oversees the administration of a l l  astoms operations and procedures in 
H a i t i  i s  known a s  the General Administration of Customs. Along with the 
General Administration of Taxes and the National School of Finance 
Administration, the General Administration of Customs is  considered t o  be an 
external service of the Department of Finance and Economic Affairs. ?he 
Department of Finance and Economic Affairs i s  a lso  o f f i c i a l l y  known as the 
Secretariat of State for  Finance and Economic Affairs,  and popularly i n  the 
press simply a s  the Ministry of Finance. A s  opposed t o  the external services 
of the kpartnent  of Finance and Economic Affairs, i ts  internal  directorates 
are  the following; Directorate of Economic Affairs,  Directorate of Treasury 
and Public Debt , Directorate of Public Accounts, Directorate for  Inspection of 
Finances, Insurance Directorate, Directorate of Public Revenue, Directorate of 
Judicial  Affairs, Pension k n d  Directorate, and Directorate of Administrative 
Affairs. 
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The chief management o f f i c i a l  of the General Administration of 
Customs bears the t i t l e  of Director General. ?he s ta f f ing  a l s o  provides f o r  
an Assistant Director General. A t  the  functional level  immediately 
subordinate t o  the  Director General and hierarchical ly equal a r e  seven 
services functioning i n  the  following areas of responsibi l i ty .  Tne Service de 
Recherches e t  Sta t i s t iques  i s  engaged i n  a ra the r  involved process of manually 
t ransferr ing foreign trade data from both import and export d o c e n t s  t o  f i l e  
cards,  and thence t o  a large tabular form, f o r  the ultimate compilation and 
issuance of  the  periodic s t a t i s t i c a l  bul le t ins .  The Service Administratif i s  
charged with the  administration of accounting and budget and the cont ro l  of 
supplies and materials for  a l l  Haitian Customs from the standpoint of 
expenditures. The Service Secretar iat  i s  responsible f o r  maintaining a 
l ibrary of o f f i c i a l  s t a t e  publications and an inventory of the o f f i c e  
equipmnt and fixed asse ts  of  I h i t i a n  Customs. Tne Service Secre tar ia t  a l s o  
prepares the genera 1 correspondence of the Genera 1 Administration of  astoms 
and administers i ts  f i l e s .  The Service du Personnel administers t h e  h i r ing  
and termination of  a l l  employees and o f f i ce r s  of Haitian Customs and 
implements personnel pol ic ies  and procedures. The Service du Contentieux a c t s  
in t h e  capacity of legal  counsel t o  the General Administration of Customs and 
represents the Administration i n  court l i t iga t ion .  Li t iga t ion  a r i s e s  m i n l y  
with regard t o  i n s t a ~ c e s  of smuggling *re Customs must be legally 
represented a t  the trial of the  alleged smuggler, and i n  disputes with 
employees o r  £0-r employees involving conditions of empl_oyrnent o r  pension 
claims. 

The Service de Contr6le et  d ' Inspection des kuanes  conducts a 
continuing review of a l l  ircport and export documents which c m  under the 
control  of  Haitian a s t a n s .  ?he review i n  e f f e c t  cons t i tu tes  a one hundred 
percent audit .  In conjunction with this procedure, the Service accumulates 
f i l e s  of import data  by kind of merchandise ( t a r i f f  posi t ion number) and by 
importer. The Service a l so  grants Pdministration approval t o  importers' 
requests f o r  annulment o r  r e s t i t u t i o n  o f  import and export documentation o r  
import and export duties.  'his procedure w i l l  be described in mre d e t a i l  
subsequently . 

?he Service de la Franchise i s  responsible f o r  administering a 
govemnt-sponsored program for  the free e i t r y  of imported merchandise 
included i n  various categories. F i r s t ,  merchandise imported f o r  the personal 
use of diplomats and o G r  embassy o f f i c i a l s  m y  be brought i n t o  Ha i t i  free of  
duty. Second, a r t i c l e s  shipped t o  Haiti f o r  the use of an agency of  the  
Haitian Government may in cer ta in ,  but not a l l ,  cases be free of duty. 
Final ly,  and most importantly , merchandise and a r t i c l e s  entered i n t o  the 
comerce of  Hait i  f o r  the fostering and sustenance of loca l  industry may be 
granted a long tern (up t o  t e n  years) r igh t  t o  duty-free treatment. It is  
with respect t o  this latter category of inported merchandise tha t  the Service 
de  la Franchise expends the  grea tes t  amount o f  personnel time. 

This report does not deal  with the Service du Personnel, t h e  Senrice 
du Contentieux, the Service du Secretar iat  o r  the Service Administratif i n  any 
detai led manner since the functions of  these services =re not deemed t o  have 
a d i r e c t  e f fec t  on revenue collections. 
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IV. Senrice de Recherches e t  Sta t i s t iaues  

A. Discussion 

'Ihe Service de Recherches e t  Sta t i s t iques  i s  responsible f o r  
preparing monthly and annual bul le t ins  containing Haitian foreign c m e r c e  
s t a t i s t i c s .  'Ihe source documents f o r  t h i s  endeavor a r e  the bordereaux f o r  
importation and fo r  exportation. ?he bordefeau i s  a basic document prepared 
by Customs a t  the level of the douane (customhouse o r  individual customs 
off ice)  using both information supplied about the  s h i p n t  on a declarat ion 
form by the  importer o r  exporter and the  r e su l t s  of t he  Customs examination 
and ver i f ica t ion  of  the  merchandise. In the Service de Recherches et  
Sta t i s t iques ,  pertinent data about the importation o r  exportation a r e  
transferred by hand £rom each bordereau t o  3" x 5" cards h i c h  a r e  color coded 
as t o  duty paid importation (blue) , importation subject t o  franchise ( a t e )  , 
coffee exportation (rose) and ordinary exportation (green). ?he data  a c h  
have been copied onto the  cards are then in  turn  categorized i n  accordance 
w i t h  Standard Internationa 1 Trade Classification (S . I. T. C . ) number and copied 
onto large sheet forms (ca . 12" x 22") . This form shows quantity,  va lue , and 
amount of duty monthly t o t a l s  segregated a l so  according t o  exporting countrry 
( in  the  case of importations) o r  country of  dest inat ion (in the  case o f  
exportations), and according t o  customhouse through ~ c h  imported o r  
exported. ?he sheets (Form 512) form the  bas is  f o r  compilation o f  t he  
periodical s t a t i s t i c a l  bullet ins.  

B. Findings 

The compilation and processing of  s t a t i s t i c s  by hand i s  
obviously a very tedious exercise. ?he o f f i ce  here t h i s  procedure takes 
place is a small room measuring no more than 12" x 16", c r o d e d  with desks and 
tables ,  and occupied by about ten  persons. Various desks and t ab les  a r e  
p i led  high with string-tied bundles of blue, a t e ,  green and rose colored 
card s . 

The Consultant was informed t h a t  from about 1965 u n t i l  1969, 
automtion was applied t o  this procedure with the use of punched cards. ?he 
cards wre punched in the  Service de Recherches e t  Sta t i s t iques  and f o m r d e d  
t o  a specialized s t a t i s t i c a l  en t i ty  of g o v e m n t  f o r  processing. bwever, 
that  body consumed an excessive amount of time i n  turning out a f i n a l  product, 
with the  r e su l t  tha t  foreign trade s t a t i s t i c s  =re never avai lable i n  a timely 
manner. The General Administration of Customs decided f i na l l y  t o  abandon the  
use of automatic data processing and revert  t o  primitive but  more relia5l.e 
techniques of s t a t i s t i c s  compilation. 

C. Recomnendations 

It i s  recoxmended tha t  the f e a s ib i l i t y  of applying automatic 
da ta  processing t o  the gathering, c lass i f ica t ion  and processing of statistical 
data  on imports and exports, and t o  the  continuing publication of pericdic 
s t a t i s t i c a l  bul le t ins  be thoroughly examined. Howver, t o  avoid a repe t i t ion  
o f  the  unfortunate experience of  the s i x t i e s ,  any contempl~ted automati-c da ta  
processing should be en t i re ly  carried out within the General Pdministr~ltion of 
Customs. 
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V. Section de la Valeur, Service de Contr6le e t  d '  Inspection des Douanes 

A. Discussion 

Within the Service de ContrGle e t  dfInspection des Douanes, the  
Section de la Valeur reviews a l l  bordereaux and other documentation connected 
with each importation and exportation with respect t o  the  actions taken by 
Customs of f ic ia l s  i n  the determination of value, r a t e  of duty, calculation 
performed t o  arrive a t  amount of dutsy due, and e l i g i b i l i t y  fo r  f ree  admission 
into  Haiti under the r ight  of franchise. ?he Service accumulates and 
maintains records of importations on printed card stock forms measuring 
approximately 8" x 14". k forms are  used; one summarizes importations 
received by various importers according t o  kind of merchandise ( t a r i f f  
position n d e r )  , and the other i s  f i led  by importer l i s t ing  the various kinds 
of merchandise received. After review of the  dossier (bordereau and a l l  i t s  
associated documentation) and the transfer of data t o  the card forms, the 
dossiers are  placed i n  f i l e s  - the more exact mrd wuld  be "piles'' - which by 
s ta tu te  (the contractor was Wormed) must be retained for  ten years. 

?he review of each dossier can-ied out by this section repeats 
the procedure performed by officers of the irdividual douanes (customhouses o r  
f i e ld  Customs offices) in the Division for  tlze Application of the Tariff a f t e r  
verification of the merchandise, i n  order t o  calculate the amount of duty due 
and s e t  the stage for  preparation of the bordereau. In the  event the  Section 
de la Valeur discovers errors the correction of *ich wuld resul t  i n  more 
duty being due the governwnt, a supplementary bordereau i s  prepared and sent 
t o  the  importer. I f  an error i s  detected *ich indicates tha t  Customs has 
collected an excess amount of duty, the importer i s  so notif ied,  but he must 
make a formal request for  reimbursement. 

The impressiorl was that the information being accumulated on the  
cards is  not used i n  any ~lleaningful way, even though the intention m y  be t o  
gather value information. 

C. Reconmendat ions 

?he meticulous review of the dossier should be carried out only 
once, a t  the  level of the individual douane, imnediately pr ior  t o  the 
preparation of the bordereau which determines the amount of import o r  export 
duty which the importer o r  exporter must pay a t  the national bank. Customs 
off icers  employed i n  the  Section de Taxation of the individual douanes should 
become thoroughly trained i n  the determination of Customs value. ?he Section 
de la Valeur should undertalce only random audits of a representative sample of  
import and export dossiers. ?he statutory provision for  the retention of 
f i l e s  for  a ten-year period should be deleted. At most, a five-year period of 
f i l e  retention should be instituted. 
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V I .  Section des Annulations e t  Rest i tut ions,  Service de Contrek  e t  
d ' I n s ~ e c t i o n  des b u a n e s  

Discussion 

W i t h i n  the  Service de ContrGle e t  dlInspect ion des Douanes, the 
Section des Annulations et Restitutions deals  with the  kinds of redress  a c h  
an importer has i f  he disagrees with act ions taken by Customs with respect  t o  
individualbordereaux. If a bordereau has been prepared by Customs and 
delivered t o  the importer, and the  importer does not  agree with an amount o f  
duty due resul t ing from the ver i f ica t ion  of  the merchandise in question, he 
may request a n n u h n t  o f  the par t icular  bordereau and i ts  replacement with a 
subs t i tu te  bordereau. 'Ihe importer must write a letter t o  the  General Customs 
Administration explaining the  f a c t s  of  the  case,  sometimes enclosing a sample 
of the  merchandise, and giving the reasons f o r  which he i s  of the  opinion t h a t  
a lesser m u n t  of duty i s  due. ?Ns must take place within 48 hours, f o r  i f  
not ,  the importer's name w i l l  appear on the "liste noire" of those importers 
h s e  bordereaux have been issued, but not paid, within a 48-hour period, and 
he w i l l  be prevented from securirg r e  lease of the  imported merchandise i n  
question, o r  of  any other  imported merchandise, u n t i l  h i s  name is  removed from 
t h a t  list. 

'Ihe procedure concerned with r e s t i t u t i o n ,  a l s o  under the contro l  
and d i rec t ion  of the Service de Controle et  d1Inspection des Douanes through 
i t s  Section des Annulations et: Restitutions, i s  more d i f f i c u l t  t o  accomplish 
since it potent ial ly e n t a i l s  the reimbursement of  funds already in the hands 
of the  state. A request f o r  r e s t i t u t i o n  i s  presented by an importer when a 
bordereau has already k e n  paid and the importer takes i s sue  with the 
ver i f ica t ion  o r  other  act ion of the domne. 'Ihe importer may be forced i n t o  
the necessity of paying the  amount of money due on the  bordereau through an 
urgent need f o r  the  merchandise. I-k thus i s  unable t o  take advantage of  t h e  
annulment procedure describeid above. O r ,  the  importer may simply overlook a n  
ac t ion  of the douane adverse t o  him which, had he  taken note of sooner, might 
have led him t o  pursue the  annulment procedure. 

'Ihe act ion of  presenting a request f o r  annulment has the  e f f e c t  
of suspending payment of  cus tms  dut ies  and taxes u n t i l  the General Customs 
Administration adjudicates the  case. After making a determination i n  the 
s i tua t ion ,  the  General Custms Administration prepares a memrandum t o  the 
d i rec to r  of  the  individual douane where the merchandise i s  s t i l l  awaiting 
release and *re the .bordereau was prepared. The memrandum ins t ruc t s  the 
douane t o  prepare a subs t i tu te  bordereau (together with a n  advice note t h a t  
the or ig ina l  bordereau i s  t o  be annulled) , o r  informs t h a t  the or ig ina l  
bordereau s t i l l  stands as first  prepared. Since t h e  submission of  t h e  request 
f o r  annulment postpones payment of the amount due on the bordereau and i n  
e f f e c t  extends c red i t  t o  the  importer, only tm  requests f o r  annulment are 
a l b d  with respect t o  an individual bordereau. That is, the  importer may 
contest the d e t a i l s  of  the findings outlir,ed i n  the  memrandm which i s  sent  
from the General Custons Administration t o  the douane, a copy of which i s  a l s o  
forwarded t o  him. 'Lhe advantage of  the  annulment procedure f o r  a l l  p a r t i e s  
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involved, f r o m  en administrative standpoint, i s  t h a t  a decision is arr ived a t  
p r i o r  t o  money changing hands. 

?he process of  r e s t i t u t i o n  is  a rather formal one. ?he importer 
presents his request fo r  r e s t i t u t i o n  on a Form 23 A, knande de Rest i tut ion.  
The Form 23 A incorporates a large space i n  which the  i m p o ~ ~ e r  may set f o r t h  
i n  d e t a i l  the reasons supporting his position in the  matter. ?he form i s  
diz-ected t o  the  General Administration of Customs but  it i s  lodged a t  the ' 
douane level. The s t a f f  of the direc tor  of the douane prepare a deta i led  
response, containing their decision i n  the  matter and reasons therefore,  on 
Form 23 ONE (s ic) .  ?his form i s  directed t o  the l eve l  of  the  Department of 
Finance and E k o n d c  Affairs and i s  signed by the  d i rec to r  o f  the  douane. 
The General Pdministration of Customs may theore t ica l ly  disagree with the 
decision taken by the d i rec tor  of  the douane, but t h i s  seldom occurs i n  
pract ice since the d i rec to r ' s  decision i s  developed by his s t a f f  i n  
consultation with the Section des Annulations e t  Rest i tut ions.  Thus, the  
importer w i l l  be a m r e ' o f  the decision of the  d i rec to r  of the douane regarding 
his request f o r  r e s t i tu t ion  throligh rece ip t  of  a c e r t i f i e d  copy of Form 23 
one containing the relevant recormnendations. ?he importer is  a l s o  advised of 
the f i n a l .  decision by letter from the Senrice de ContrGle et  d 'Inspection des 
buanes. By law, requests f o r  r e s t i t u t i o n  mst be presented t o  the  d i rec to r  
of  the  douane within 45 days from the  da te  of  payment of the  bordereau. 

Recommendations 

Determinations relevant t o  whether o r  not an importer o r  
exporter i s  e l ig ib le  f o r  the  annulment of a bordereau p r io r  t o  payment, o r  f o r  
the r e s t i t u t i o n  of  dut ies  paid, should be made a t  the  l eve l  of the  douane. 
Custms off icers  employed i n  the Section de R&lamations et  Rest i tut ions 
should be adequately t rained i n  the customs valuation and c lass i f i ca t ion  of  
imported and exported merchandise i n  order t o  be ab le  t o  make these 
determinations. A t  the  level of the General Administration of Customs, the 
Section des Annulations et  Restitutions should conduct only randun audi ts  of a 
representative sample of annulment and r e s t i t u t i o n  cases. 

VII. Service de la F'ranchise 

A. Discussion 

Decisions regarding the'  application o f  t h e  r i g h t  t o  franchise 
(exemption f rom duty) are taken by the  Service de la Franchise. ?he franchise 
i s  the r igh t  t o  f r e e  entry of imported articles in to  Haiti in accordance with 
established c r i t e r i a .  The principal  factor  i n  the  reduction of Customs 
col lect ions as a percentage of national income during the  pas t  decade has been 
the  franchise program. Broadly speaking, there are three categories of 
merchandise en t i t l ed  t o  franchise. The f i r s t  comprises those a r t i c l e s  brought 
in to  the  country for  the personal use of diplomatic and other  authorized 
embassy personnel serving i n  Haiti .  Certain merchandise imported by agencies 
of t h e  Haitian Government i s  granted the r i g h t  of franchise, but this i s  not 
true i n  a l l  instances. For example, the electric power company pays import 
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duty on cer ta in  e l e c t r i c a l  equipment h i c h  it imports and passes thE' r e su l t ing  
cos t s  along t o  the  consumer. ?he th i rd  and most: important category of  
merchandise e n t i t  led t o  franchise includes a r t i c l e s  imported i n t o  Haiti i n  
connection with the  government sponsored program f o r  t h e  encouragement and 
protection of local  indusrly, established by the laws of March 13, 1363, and 
o f  October 8, 1969. 

B. Findings 

Application f o r  an indus t r i a l  f ranchise i s  made i n  t h e  form o f  a 
letter t o  t h e  Department of Camerce fron the  company seelcing the  pr iv i lege .  
?he letter w i l l  normally describe the nature o f  t h e  industry and the  types o f  
articles f o r  \.hich the r igh t  of  franchise is being sought. Each appl ica t ion  
i s  reviewed by a consultive c o d s s i o n  composed o f  representat ives of  
appropriate government agencies. 'Qpically,  the  r i g h t  of franchise w i l l  be 
granted f o r  a ten-year period and can be applied t o  importations of  fac tory  
machi~ry,  raw material, and ce r t a in  a r t i c l e s  ind i rec t ly  r e la ted  t o  the 
endeavor such as ,  f o r  example, a bus i n  which t o  t ranspor t  w r k e r s  from t h e k  
homes t o  the  factory. Imported r a w  materia 1 is  c o q  lete ly  free of duty 
providing the resul tant  products a r e  destined f o r  exportat ion,  and is  subject  
t o  only one th i rd  the custolnary arnounr of import duty i f  the resu l t ing  
products a r e  :;old f o r  donestic consump tion. 

In s p i t e  of a c e r t i f i e d  copy of the  appl ica t ion  f o r  franchise 
letter, o r  'kappol-t", being on f i l e  with the  Service de  la Franchise, a r r iv ing  
shipments o f  a r t i c l e s  from foreign countries f o r  which the  f r ~ n c h i s e  i s  
requested a r e  preceded by a letter f r o m  the  importer giving pa r t i cu la r s  about . 
.the a r r t v a l  of the shipnent and l i s t ing  i n  d e t a i l  the artic l.cs included. The 
Service de  la Franchise compares the  list of  a r t i c l e s  included i n  the pending 
importation with the a r t i c l e s  named i n  the o r i g i n a l  rapport.  A Dzmande de  
Franchise (request f o r  franchise) form processed through t h e  Ikpar tmnt  of  
Comnerce i s  a l so  required for  arricles i n  connection with which an  i n d u s t r i a l ,  
franchise i s  being sought. Diplomatic importations are supported by a k m n d e  
de Franchise form h i c h  i s  processed i n  the  Department of Foreign Affa i rs  and 
reviewd by the  Service de la Franchise. Letters and forms must be c e r t i f i e d  
by the Service de la kanch i se  in order for  the importer t o  secure duty f r e e  
release of  merchandise a t  the  douane level. Ihe Demande de  Franchise forms 
are customarily endorsed on the  reverse s ide  by the  Service de la k a n c h i s e  i n  
short  memorandun form, signed by the Chef d e  Service and by t h e  Assistant  
Director General of Customs, and forwarded t o  the douane . 

C. Recmendat  ions 

' he  franchise program i s  a sens i t ive  area, p i v o t a l  in Haiti ' s 
e f f o r t s  both t o  increase nat ional  income (Customs col lec t ions)  and a t  the  same 
t ime  encourage the establ ishment  of new, and t h e  prosper i ty  o f  ex i s t ing ,  
d-stic industry. k t  t o  outr ight  smuggling, t h e  franchise program 
represents the  largest po ten t i a l  f o r  the  introduction o f  unauthorized foreign 
mcrcllandise i n t o  l h i t i  f r ee  of  duty. The consultant does not r e c m e n d  
t ransfer r ing  any portion of  the responsibi l i ty  f o r  adminirtra t ion of  t h e  
h n c h i s e  program from the General Administration of Custms t o  the level of  
the individual douncs.  We do recommend a study t o  inves t iga te  possible  
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auto.mtcd my3 of overseeing the corxluct of the program, p i n p o i n t i ~ x  
ine l ig ib le  importers o r  mcrcllandise, and monitoring end use of  articles 
imported in to  I - l a i t i  fi-ee of  duty uuder franchise. 

VIII L a w  Faforccment Cavabi l i t v  

A. Discussion 

. This i s  no law enforcement o r  inves t iga t ive  arm of  Hai t ian  
CZlstoms. In £act, a review of the overa l l  t a b l e  o f  organization of the 
Cepartment of Finance and Economic Affairs  shows no law enforcement o r  
invest iga t  i v s  h n c t  ion o r  body. 

?he extent of smuggling was not ascer ta inable  s ince  i t  is  not 
recognized by Haitian Customs as a crime. It was observed that the n a t i o n a l  
por t  authority at  port-au-prince and the management o f  lXrvalier a i r p o r t  
operate their o m  securi ty forces which guard the  por t  area and examine 
passenger baggage respectively, but these forces are divorced f ron  Customs. 
'here a r e  no Customs police t o  patro 1 t h e  border with the brninican Republic, 
t h e  sea coast and inland a i r s t r i p s ,  o r  t o  s e t  up highway checkpoints. It was 
not possible during the  time a l lo t t ed  f o r  the  survey t o  determine t h e  degree 
of f a l s e  invcjice valuation o f  imported merchandise o r  t o  follow up on poss ib le  
abuses of the franchise prograa. 

C. Fkcmenda t ions 

A law enforcement and invest igat ive body o f  Haitian Customs 
should be established as a Service a t  the  leve 1 of t h e  Genera 1 Aclrainistration 
of Customs with operational personnel i n  the  f i e l d .  

IX. Training 

A. Discussion 

Career o r  journeyman training i s  e n t i r e l y  lacking in Hait ian 
Customs. ?here appeared t o  be no attcmpt o r  a b i l i t y  on the par t  of the 
Customs off icers  responsible f o r  making value determinations t o  relate t h e  
da ta  set Forth i n  the docmentation t o  a de f in i t ion  of value f o r  Customs 
purposes. 'he accmulation of  records of import and export t ransact ions is 
undertaken a s  an end i n  i t s e l f  with no use made of the  information gathered. 

B. findings 

lhe contractor v i s i t ed  b r i e f l y  t h e  National School of  I?' * lnance 
Addnistrati.on (W) ~jhich exists as an a c t i v i t y ,  r a t h e r  than as a separa te  
p lant  o r  iinstitution, on the  premises of  another state-operated educational 
ins t i tu t ion .  Courses a r e  offered only d ~ e n  there  are ant icipated recruitment 
requirement:; by the General L.&ninistration of  Taxes o r  t h e  General 
Administrat:ion of hstoms, h i c h  occurs with i r r e g u l a r i t y .  'Zhe usual  program 
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i s  of tw years'duration. Candidates are  accepted by competitive 
examination. A s  f a r  as could be determined, the school did not conduct career 
training. 

C . Recommendations 

Training i n  the  c lass i f ica t ion o f  imported and exported 
merchandise, the valuation of merchandise fo r  Customs purposes, and the 
c r i t e r i a  f o r  determining the duty-free o r  duty-paid admissibility of imported 
merchandise in to  Hait i  should be established and made available t o  those 
off icers  of Haitian Custans h wuld most benefit  f r o m  it. Traini% 
available t o  Haitian Customs off icers  should a lso  comprise courses i n  
elementary comnercial procedures, t rade documentation and business finance. 

X. F'ilim and Clerical S m ~ o r t  Svstems 

A. Discussion 

IXlring the course of the survey, the contractor noted no use of  
m r d  processing equipment o r  of the  storage of documentation by microfiche. 

B. Findings 

In the exercise of  the  £unctions o f  the General Administration 
of (Xlstoms, there are tm procedures where repe t i t ive  mmranda a r e  prepared 
on a continuing basis: thememranda f r o m  t he  Section des Annulations et  
Restitutions t o  the  directors  of the  douanes containing the  decision of the 
section re la t ive  t o  annulment requests, and the  endorsenmts t o  the kmande de 
F'ranchise form made by the Service de la Franchise. 

There are offices i n  the  General Pdministration o f  Customs which ' 

maintain f i l e s  (piles) of ident ica l  documentation - not t o  mention the 
individual douane files which a l so  repl ica te  tha t  documentation. A l l  dossiers  
are kept on file fo r  a period of ten  years. 

C . Recamendations 

The pract ica l  applicabil i ty of  a simple kind of word processing 
equipment should be investigated. Centralized filing should be established. 
The statutory requirements on the duration of  the refention of  files should be 
reduced. 'Ihe economies of microfiche fo r  long-term f i l i n g  requirements should 
be examined. 
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TAX MNISTRATION IN HAITI 

APPENDIX I11 - INCOME TAX ADMINISTJ?dTION 

By Qmrles Oak Austin 

Ihe following report i s  a draf t  copy of the Internal  
Revenue Service (IRS) portion of the Tax Administration 
Survey which took place in Haiti f r m m  t o  June 11, 

The f ina l  report w i l l  be prepared in Washington and may 
d i f fe r  from the dra f t  report i n  sane parts .  

The f ina l  report wi l l  be submitted t o  USALD/H through 
of f ic ia l  channels by the IRS Tax Administration Prhrisory 
Services Division. 
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Introduction 

?his report i s  limited t o  Inccrne Tax Administration i n  Hai t i .  The 
report was prepared by Charles Oak Austin, Tax h i n i s t r a t i o n  Advisor f o r  the 
Tax Administration Advisory Services Division of the In te rna l  Revenue Service, 
Washington, D.C. 

This report muld not have been possible without the assis tance of  
Leone1 Cadet, Chief of the Division of the Secre tar ia t ,  d-10 accompanied me t o  
a l l  of f ices  and sections that =re v i s i t ed  during the  survey. Mr. Cadet a l s o  
acted a s  in terpre ter  for  my interviews with French-speaking o f f i c i a l s .  Mr. 
Odonel Fenestor, Director General of Contributions (called the  t a x  o f f i c e  in 
this report) set the stage by introducing survey team members t o  Department 
heads and asking them t o  cooperate i n  providing information. 

A l l  tax o f f i c i a l s  e r e  cooperative and open in answring questions 
about their speci f ic  areas of operations. Special thanks should go t o  Mr. 
V a l e s  Ren6 Chief of the Income Tax Bureau, f o r  his helpfulness and patience in 
a n s e r i n g  my many questions and in explaining the aud i t  and other  processes of 
the Income Tax h r e a u .  

For the most pa r t ,  the information i n  this report  was obtained 
through personal interviews with tax of f i c i a l s .  Tax returns submitted by 
taxpayers =re reviewd and records and reports  prepared i n  the  Income Tax 
Bureau Ere  a l s o  studied. World Bank and Internatioilal  k n e t a r y  Fund repor ts  
on f i l e  i n  USAIDIH wre a l s o  read for  background informt ion.  Revenue amounts 
shown i n  this report a r e  i n  Haitian Gourdes. ($1. W=G5.03) 

The lack of r e l i ab le  statistical information hampered the study. In 
instances where ac tua l  s t a t i s t i c s  e r e  not available,  estimates =re made by 
the  un i t ,  section, o r  bureau chief.  

Tm f i e l d  visits =re made a s  par t  o f  the study. The Cap-Haitien 
income tax of f i ce ,  the second mst important i n  the country, was v i s i t e d ,  as 
w11 a s  the  o f f i ce  of  the Prepose (subcollector 's off ice)  f o r  Pet ionvil le ,  the  
largest  and most important i n  .the country. 

It was explained that refunds a r e  not made i n  cases &re the tax 
paid in one year exceeds the  tax l i a b i l i t y .  It was a l s o  explained t h a t  excess 
tax payments are not carr ied over t o  the following year  as a t a x  c red i t .  ?his 
system certainly encourages taxpayers. t o  estimate their t a x  payments as low as 
possible t o  eliminate the poss ib i l i ty  of  overpaying the tax.  

Taxes on personal incane and corporate p r o f i t  f o r  the f i s c a l  year 
ending September 30, 1980 amounted t o  only 12-77, o f  t o t a l  government 
revenues. Tne consultant believes that the amount of revenue frm incame 
taxes could be substant ial ly increased through a strengthened tax  
administration *ich could perform better qual i ty audi ts  of tax  returns t o  
de tec t  unreported income, and through the use of th i rd  party and other  
information t o  identify nonf ilers. 
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Ihe income tax l a w  was recently changed, the current l a w  taldng 
effect  S e p t h r  28, 1981. Under the new law,  taxes withheld from employees 
must be paid monthly, rather than quarterly under the prior law. Other 
changes regarding interest  ra tes  on unpaid taxes, trea-nt of divide.nds, and 
tax on insurance companies have little effect  on tax administration procedures. 

Business Income Tax (Balance Sheet Tax Return) 

a) Discussion - ?he Government of Hai t i  operates on an October 1 - 
September 30 f i s ca l  year, and the majority of the businesses in the country 
operate on the same f i s ca l  year basis. 

?he business income tax ra te  is  progressive and is  due i n  tm 
installments. Ihe f i r s t  installment i s  due during the f i r s t  month of the 
f i s c a l  year. 'Ihe amount t o  be paid i s  equal t o  19, of the net sales based on 
the last tax return f i led.  (For a new business, the f i r s t  installment i s  paid 
on a graduated scale based on a percentage of f ive  times the amual  rent  fo r  
the business.) For a f i s c a l  year f i l e r  the b i l l  for  the f i r s t  installment is  
prepared i n  the balance sheet (Bilan) .section i n  September so tha t  it can be 
delivered t o  the taxpayer by October 1, and paid before October 31. 

A t  the end of the f i s c a l  year, the taxpayer has tm  months t o  
prepare a balance sheet showing the resul ts  of operations for  the year, 
calculate the balance of tax due, and present tlii balance sheet and papent of 
tax t o  the Income Tax Office, where a receipt for  p a p n t  is issued. 

A special tax return form i s  not used f o r  business taxpayers, 
only the balance sheet j.s required. I f  the tax i s  not paid with the balance . 
sheet, interest charges a re  added a t  the r a t e  of 4, per month (not compounded) 
'for the f i r s t  two mnths and 2 l/2 % for each additional mnth u n t i l  a t o t a l  
of 29, i s  reached. 

I f  the balance sheet i s  not presented within the tw months 
following the end of the f i s c a l  year, a penalty of £ram G500 t o  G5,000 can be 
imposed. 

Generally, only businesses with net receipts, sales o r  service 
in excess of G60,000 present a balance sheet. Comnercial enterprises with net 
sales b e t e e n  G15,000 and G60,000 a re  not required t o  present a balance sheet 
at  the end of the year and the estimated amount paid at the beginning of the 
year is accepted a s  the t o t a l  amount of the tax due. 

I f  net sales are under G15,000 no incane tax i s  due. 

b) iE ind@g~-  A l l  business balance sheet tax 'returns must be f i l ed  
in the tax of Ice l n  rt-au-Prince. ?here kere l320 such returns f i l ed  in 
the last f i s c a l  year. , A l l  balance sheet taxpayers a r e  audited a t  t he i r  place, 
of business each year, usually by a team of two o r  more auditors from the 
B i l a n  Section. A l l  balance sheet returns are  f i l ed  alphabetically i n  the 
Port-au-Prince office. Auditors from Port-au-Prince a re  sent in to  the 



APPENDIX I11 page 4 

in ter ior  of the country each year t o  audit balance sheet taxpayers located 
outside of Port-au-Prince . 

?he number of audits that  resul t  i n  additional tax is  very 
high. Estimates are  that  70% t o  80"/. of audits resul t  in additional tax due. 
S ta t i s t i cs  were not available for the amount of additional tax generated by 
the audits.  Hoever, such a high percentage of cases w i t h  additional tax due 
indicates a low level of compliance by taxpayers. 'his may resul t  from the 
taxpayer's belief that the quality of audits is  poor and that a l l  omissions 
will not be detected, o r  it can resul t  f rom the current practice of not 
charging interest  on the additional tax due unless the tax is not paid in 30 
days. Interest i s  calculated on the same basis a s  it i s  calculated for  
non-payment hhen the balance sheet is presented, i . e .  5% for  the f i r s t  mnth,  
an additional 4, for  the second month, and 2 1/2 % additional for  each 
following month t o  a maximum of 25% 

1. Training i n  advanced business audit  techniques i s  needed 
for  auditors i n  the Bilan Section. 

2. Consider the possibility of creating a computerized master 
f i l e  of business taxpayers, using such a master f i l e  fo r  
control purposes and for the rapid preparation of 
management information stat ist i-cs for  use by the ministry 
for budgetary or  for other purposes. 

3. Make m r e  use of other information within the ministry, 
such as import manifests and patente (business license tax) 
records, and use such information dur* audits  t o  detect 
underreporting of income, or  t o  locate nonfilers. 

111. Forfaitaire Tax 

a) Discussion - ?he forfa i ta i re  tax i s  designed t o  assure at  least  
a minimm tax payment £ram two  classes of taxpayers - small business 
enterprises (net sales under G60,OOO) and se lf -emp loyed professiona 1s such as 
medical doctors, dentists,  attorneys and accountants. 

The taxpayer must estimate net sales or  s e ~ c e s  for  the year 
and pay of the amount a t  the beginning of the f i s c a l  year. Each year a 
b i l l  for  the forfaitaire tax i s  prepard and sent t o  the taxpayer, w i t h  a copy 
sent t o  the  lank and two copies kept i n  the tax office for  control purposes. 
The payment process i s  exp Lined i n  greater de t a i l  i n  another section of t h i s  
report. 

b) Findings - According t o  records available i n  the  tax office,  a 
majority of taxpayers pay the minirman forfa i ta i re  tax and nothing else.  ?he 
minimum tax becomes the maximum paid. Taxpayers i n  this category a re  not 
required t o  present books and records, nor are they required t o  file a tax 
return a t  the end of the year i f  their  gross sales o r  services do not exceed 
the estimate made at  the beginning of the year. If additional tax i s  paid, 
the tax ra te  is progressive. 
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Underreporting of income and underpayment of  income tax, i s  
common m n g  taxpayers i n  t h i s  category. 

Tax records i n  Cap-Haitien disclosed t h a t  the re  E r e  51 
professional taxpayers registered i n  the c i t y ,  and 48 of them paid the  minimum 
tax  of G 6 0 .  O f  the three who paid more than t he  minimum, one paid G900, one 
paid G700 and the  other paid (2625. lhere -re approximately 200 small 
businesses registered and almost every one estimated s a l e s  o f  G30,000 f o r  the  
year and paid a tax of  G300. 

In  Port-au-Prince, out of  669 professionals t h a t  paid the  
fo r f a i t a i r e  tax, 269 o r  40% paid the minimum of G600. O f  the t o t a l  o f  2043 
small businesses tha t  paid the f o r f a i t a i r e  tax, I301 o r  64% paid the minimum 
t ax  of G300. 

1. Detailed tax  audi ts  should be made of  taxpayers filing 
fo r f a i t a i r e  tax returns. Professionals should be required 
t o  maintain books and records t o  substantiate  t h e i r  
claims. Tax auditors should be trained t o  perform "net 
worth" audi ts  i n  ~ i c h  expenses of  a taxpayer f o r  food, 
clothing, shelter, e n t e r t a i m n t ,  vacations, tu i t ion ,  
automob&, etc. a r e  estimated t o  determi.ne.net inc&, and 
t ax  assessed on this net  incme.  

2 .  Third party information from sources such a s  patente 
(bushess license tax) records, purchases, and import 
documents can be used i n  cases of conmercial establishments 
t o  develop mre realistic figures regarding sales of 
merchandise. 

Auditors should be trained t o  question professionals and 
small businesses regarding t h e i r  "estimates". It appears 
that a l l  of the minimum payment re turns  are accepted and 
f i l ed  away a f t e r  the min imum amount has been paid. A 
concentrated e f f o r t  should be i n i t i a t e d  t o  contact each 
forfa i ta i re  taxpayer a t  the end of the f i s c a l  year  t o  
remind the taxpayer t h a t  the re tu rn  f i l e d  a t  the beginning 
of  the year was only an estimated re turn ,  and that a f i n a l  
tax return i s  due i f  t o t a l  incorne f o r  the year exceeded t he  
e s t h t e  . 

IV. - Individual Incame Tax 

a) Discussion - Each September a l l  employees a r e  required t o  f i l l  
out two copigs of  a tax return (BC-210) f o r  withholding t ax  on salary.  n-Le 
f o m  is similar  t o  the U. S. In ternal  Revenue Service W-4 form, a s  it is used 
t o  calculate the  monthly t ax  t o  be withheld based on the employee's sa lary ,  
deductions and exemptions. 'he tax r a t e  i s  progressive, depending on taxable 
income. ' he  employer keeps one copy on f i l e  and sends the  other  copy t o  the 
tax off ice ,  where it is  f i l ed .  By the 15th of  each month the employer must 
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f i l e  a tax return (BC-212) showing the rmw and amount of tax withheld from 
each employee for  the prior month and pay the amount of tax withheld. An 
annual return i s  not required. 

b' 
- There a re  356 employers in Port-au-Prince tho f i l e  

the  employer mt o mng tax return each month. There a r e  no s t a t i s t i c s  on 
how many employers f i l e  tax returns in other offices,  but the t o t a l  i s  said t o  
be small. Because there a r e  1320 businesses that  file tax returns, one muld 
expect tha t  approximately the same number of businesses would f i l e  withholding 
tax returns. . When asked about t h i s  apparent inconsistency, the Chief of the 
individual income tax return section answred tha t ,  "In Haiti, mges a r e  low 
and deductions a r e  high, so most employees do not pay tax." 

A randan review of one employee tax return in a local off ice  
showed an employee (a controller in a large hotel) w i t h  an annual income of 
G21,000 and deductions for  being married (G7,500), having f ive children (a t  
G2,000 each, to ta  1 G10,OOO) , having medica 1 expenses (G3,000) , and c laiming 
the  standard deduct ion (G2,OOO) , thich left no taxab le income. Hoever , . the 
tax  return also  revealed that three o f  the children wre attending private 
school i n  Canada. Also, the  maximum medical deduction a l l 0 4  is  G3,000 and 
the tax return form specifies that  the amount deducted must be jus t i f ied.  No 
one questioned how a person earning G1,750 ($350) monthly could afford t o  sad 
three children out of the country t o  private school. 

?he area of withholding taxes must be closely controlled t o  
eliminate tax evasion of tw different types. Fmployers can f a i l  t o  withhold 
taxes as required or  they can withhold taxes f rom employees and not pay the 
withheld amount t o  the government. 

1. Determine which of the business taxpayers (Bilan) do not 
f i l e  employee withholding tax returns and send auditors t o  
each one t o  check the payroll records t o  determine i f  tax  
has indeed been withheld and not remitted t o  the tax 
office. Also, t o  determine i f  income tax should not be 
withheld on the salaries of sane of the higher paid 
employees . 

2. Train auditors t o  review wiW lding tax returns submitted 
by employees and t o  recognize inconsistencies such a s  l o w  
inccme and children i n  private schm 1s abroad. Unverified 
medical expenses should be questioned, and random checks 
made t o  veri£y the dependents l i s ted by taxpayers. Tax 
auditors must be trained t o  look for  excess deductions. 

3. Require that  employers submit an annual withholding tax 
return which will show the name, annual salary and to ta  1 
tax paid for  each employee for  the f i s c a l  year. ?his 
information can be used t o  verify tha'i the proper tax was 
withheld and can be used t o  verify the  business tax return. 
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V. Taxpayer Master F i l e  , 

a) Discussion - A t  the beginning of t h i s  f i s c a l  year a new u n i t  
cal led the Fichier F isca l  k t i o n a l  (Taxpayer Master File) was es tab l i s l~ed  i n  
the  Direction of  Control of  the Ministry of  Finance. 

Ihe uni t  i s  composed of  60 new employees, ass is ted  by e i g h t  
inspectors from the of f i ce  of  inspection and control.  Ihe employees =re 
trained and mrked from October 1 u n t i l  May 30 researching records i n  the tax 
o f f i c e  t o  develop lists of  possible taxpayers. The plan i s  t o  contact the  
potent ia l  taxpayers ident i f ied ,  review t h e i r  finances, and c rea te  a master 
f i l e  of  taxpayers. 

- Over 90,000 names of  r e n t a l  property owners, vehicle  
speci f ic  types of  businesses vho are not 

taxpayers have been accumulated- from overElapping lists. Letters a r e  sent  out 
da i ly  t o  a specified number of persons on the  master l ist ,  asking them t o  come 
t o  the  o f f i ce  t o  discuss t h e i r  finances. A t  the the the o f f i c e  was v i s i t e d  
it had been i n  operation f o r  only three days a d  had already ident i f ied  
several  persons who e r e  l i ab le  fo r  income tax  ye t  had not paid any tax.  The 
chief of the  uni t  to ld  m e  that the m r k  of the section ws inspired by the 
Interamerican .Center of Tax U s t r e t  Lon (CUT) seminars he ld during t h e  
pas t  tm years regarding the  Taxpayer Master Fi le .  As taxpayers a r e  
interviewxl, t h e i r  documents are assigned an iden t i f i ca t ion  n h r  consist ing 
of an alpha character representing the f i r s t  letter of the surmme, fo l lowd 
by a sequentia 1 n d r  . These numbers a r e  of no lastke v s  lue , since they 
apply t o  tax  f i l e s ,  not individual taxpayers, and change every year. 

Tax amnesty f o r  p r io r  year tax  due w i l l  be granted t o  a l l  ~ . b o  
cooperate. Both individuals and b u s i x ~ s s e s  that meet the criteria w i l l  be 
interviewed. 

The Ministry o f  Finance has supported this a c t i v i t y  f u l l y  by 
hiring addit ional  persons f o r  the unit and t ra in ing  them. Space fo r  the u n i t  
has been rented i n  a building near the  Ministry and new k r n i t u r e  f o r  the  
of £ice was purchased. 

A completed t a x  return of  one o f  t h e  persons i n t e r v i e e d  was 
reviewed. The person o e d  several hundred gourdes in tax. The person had 
over G25,000 income last year  f r o m  one business organization, but incom tax 
had not been withheld from the amount paid t o  him. It was explained t o  m e  
that the person was a ' ka r t - th"  o r  "temporary" employee, therefore taxes had 
not been withheld from the  amount paid t o  him. 

c) Recammendations : 

1. Continued support should be given t o  t h e  project  t o  c rea te  
the  lnaster file of  taxpayers and locate nonfi lers .  
Perhaps a jo in t  USAU)/CIAT short-term technical  ass is tance  
project could be arranged thereby technicians frm nearby 
countries could come t o  H a i t i  t o  assist i n  the program. 
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2. Consideration shouldbe given t o  changing the tax l a w t o  
require information returns (similar t o  IRS Form 1099) for  
payments that  t o t a l  i n  excess of G10,000 t o  any one person 
during the course of one f i s c a l  year. 

3. Work should begin inmediately on the creation of a uniform 
taxpayer identification n&r for  both individuals and 
businesses. Tne number should be permanent and should 
contain a check-digit , a c h  t e s t s  in ternal  consistency of 
the h l e  number t o  prevent erroneous entry in to  an 
automated system's naemory bank. Use of t h i s  identif icat ion 
number should be required on a l l  f inancial  docunaents. 

a)  Discussion - In-service training of employees i s  given a s  
needed. Classes i n  auditing tax returns are occasionally presented t o  both 
new and experienced auditors. Classes are given by the Chief of the  Income 
tax unit  t o  explain tax l a w  changes, o r  new procedures t o  auditors. ?he 
National School of Pdministratin and Finance (ENAF) was created in 1978 and i s  
supported by funds from the Ministry of Finance. In-senrice classes are 
sometin-es held a t  ENAF fac i l i t i es .  In 1981 a new c lass  of future Ministry of 
Finance employees b a s  started. Over 600 per sons app l ied for  the class  and 
were required t o  take an examination. Seventy-five students =re selected for  
the course a c h  w i l l  run for tw years. The classroom f a c i l i t i e s  are modem 
a d  acceptab le . 

F'indi s - Although in-senrice training i s  occasionally given, 
b, TSE- most emp loyees as ic  job skills, and auditors do not appear t o  know how 

t o  follow up on questionable items on a tax return. While ENAF f a c i l i t i e s  
appear t o  be sufficient,  the schoo 1 of f ic ia l s  did not have much information t o  
o f fe r  regarding the curriculum o r  training given. Tne Finance course appeared 
t o  be put together on an ad hoc basis. Management o f f i c i a l s ,  with a few 
exceptions, do not manage the i r  personnel i n  t h e i r  work. Many managers 
appeared t o  have only a minimum knowledge of the ac t iv i t i e s  of the i r  unit .  
One manager had t o  read the functinal statement of h i s  un i t  i n  order t o  
explain the w r k  of the off ice. One manager did not know how many employees 
(24) worked i n  h i s  unit. Several of the  managers rere interested i n  t he i r  
job, were bright,  and understood a l l  aspects of m r k  i n  the uni t .  Management 
training is needed, especially a t  middle-management levels (Division o r  Bureau 
Chief .) 

1. A detailed training curriculum for  E=NAF should be 
dweloped. A person experienced i n  training could help t o  
prepare a plan that could be fol lowd for  a l l  classes so 
that a l l  muld receive the same training. 
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2. Courses i n b a s i c  audit techniques should be given tzo a l l  
income tax department auditors, and advanced audit 
techniques, inc luding net m r t h  development and indirect  
methods of accounting, should be given t o  selected senior 
auditors. 'Ihere i s  considerable difference betwen 
accounting and aucliting for tax purposes. 

Each year the  IRS conducts a Tax Administration Seminar fo r  
Middle Managers (INAX) . The course takes place in the U.S 
and Lasts for  approximately seven meks. Classrocm 
instruction i n  management principles is  given, and I R S  
Distr ict  and Regional Office levels are  vis i ted t o  observe 
the management process at mrk.  Haiti  should plan t o  send 
three o r  four managers from the f i e f  de Senrice level  t o  
these seminars each year for  the next three years. ?he 
courses a r e  taught i n  Fnglish only. 

VII. Accountability of f i r d s  

a) Discussion - Payments for  Income Taxes generally can be made a t  
the  Bank of the Republic of Haiti (Central Bank) , the  cashier ' s of f i ce ,  o r  the 
section that  controls the account. (The Bilan Section, the Forfai taire 
Section, the Individual Section). Payments must be i n  cash o r  ce r t i f i ed  
check. Payments made on b i l l s  prepared and sent t o  t q a y e r s  (for estimated 
payments o r  for  additional tax following an audit) are usually rude a t  the 
centra l  bank. When a tax b i l l  i s  prepared ore copy each i s  sent t o  the  bank, 
the  taxpayer, and the s t a t i s t i c s  section, and one copy is kept i n  the bi l l ing  
unit. 

Each da the  centra l  badc sends a list of payments received t o  

b i l l  number. 
P the tax office. The ist inc lucles the taxpayer name, type of tax, amount and 

When the taxpayer pays at the bank, h i s  copy i s  stamped with the  
bank seal and date a s  proof of payment. ?he bank copy is also stamped and 
sent t o  the tax office with the daily list of payments received. A copy of 
the  daily list of payments is a lso  sent t o  the Controller of the Ministry of 
Finance for accounting purposes. 

When the  copy of the paid receipt  and the daily list from the 
centra l  bank reach the tax office they are first sent t o  the controlling 
section (Balance Sheet, Forfaitaire o r  Individual) where the  payment is  
recorded in Ledger books. The original  entry is made in the ledger book when 
the  b i l l  i s  prepared. 

Tax payments can a lso  be made direct ly  t o  a tax collector,  a 
cashier, o r  t o  the section that controls the account. In that  case a special  
receipt is prepared for  the taxpayer, the payment noted in the ledger, and a 
copy of the special receipt sent t o  the bank with the payment so that the bank 
records w i l l  show the payment and so tha t  the bank copy of the receipt  can be 
removed and processed a t  the tax office. 
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h e  system provides several controls a t  each step in the 
process, and the bank daily report of payments received f inal ly  ends up i n  the 
Office of Stat is t ics  for the Tax office. 'he Office of S ta t i s t ics  records the 
payment by type of tax and collecting office and must balance t o t a l  payments 
with the t o t a l  reached by the Office of the Controller. 

A special Division of Control and Inspection excercises control 
of a l l  cashiers and collectors in the country. Random inspections are made of 
receipt books and payment records t o  insure ' that payments are  properly 
deposited and credited t o  tax accounts. 

- The Division of Control and Inspection has 45 
control of the accountability and proper 

hand ling of funds. A l l  types of taxes are under their control including 
income tax, property tax and excise tax. Fmployees i n  th i s  division also 
verify audits made on corporations and somtirnes w i l l  audit taxpayers. 

No records are kept of the inspections made each year and the 
results. Hotels are said t o  be audited periodically t o  verify proper payment 
of the roam tax; however, the last report on f i l e  regarding hotel tax ms 
dated kcember 24, 1979. 

c) Recammendation : 

h e  unit i s  trying t o  control too many different ac t iv i t ies  
within the tax office, plus control receipts and inspect 
collectors' offices throughout the country. On top of a l l  the 
internal control, the unit also audits taxpayers. Auditing of . 
taxpayers should be le f t  t o  income tax inspectors. A person 
experienced in internal audit matters should be brought i n  t o  
help restructure the organization, t r a i n  employees in internal  
audit, and help define the functions of the organization. 

Data Processing 

a) Discussion - A t  the time of the survey there was no data 
processing activity carried out within the Ministry of Finance.. 

b) Findings - Little is  known of the skills of data processors i n  
H a i t i .  Because computer programers and systems analysts require special 
sk i l l s ,  and because of the relatively low level of data processing act ivi ty  i n  
Haiti, it must be assumed that the necessasry skills are  scarce. However, the 
use of computers within tax admnistration muld f ac i l i t a t e  the control of 
taxpayers accounts. Ccmputers muld also be able t o  provide information which 
could be used t o  detect nonfilers o r  t o  identify cases of underreported 
income. It muld be almost impossible to  bring a l l  of u s  information 
together under a manual operat ion. 

c) Recommendations : 

1. Establish a master f i l e  of incom tax payers, s tar t ing with 
balance sheet (business) taxpayers and sdding professiona 1s 
and small comnercial enterprises as a second phase. 
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D 

2. Develop a permanent national taxpayer identif icat ion number 
&ch w i  1 1 inc lude a check-dig it for  verif icat ion 
purposes. Revise a l l  tax return forms, in ternal  records 
and financial records so tha t  space for the number appears 
i n  a prominent place on a l l  documents. 

3. Pass legislation t o  require that the identif icat ion number 
be used for  a l l  financial d o c e n t s  and transactions. 
Also, develop procedures for assigning the number, 
notifying the taxpayer, and keeping basic records. 

4 .  Use the computer t o  record on the master file the payment 
of tax  due, and t o  identify late f i l e r s ,  nonfilers, and 
de linquent payments . 

5. Use data from the tax return stored i n  the master f i l e  t o  
have the computer prepare the annual estimated tax payments 
fo r  business and professional taxpayers. 

6. Accumulate third-party data regarding taxpayers f r m  
imports, patente data, and other sources, and use these 
data during audits t o  identify cases of underreporting,. 
The same data can be used t o  identify nonfilers of tax  
returns. 

7. Data from monthly employer withholding tax returns can be 
recorded on the taxpayer m s t e r  f i l e  and compared with 
employer records during an audit t o  identify possible cases 
&ere tax i s  withheld from employee salaries but not paid 
t o  the national treasury. 

IX. Organization 

a) Discussion - The tax office is  organized primarily along 
functional lines i n  Port-au-Prince, but i s  organized otherwise i n  the in te r io r  
of the country. Because of the small s ize  of some of the  1ocal .offices the  
organizational structure is d i f f icu l t  t o  define, especially so because many 
functions are not present i n  f i e ld  offices. 

b) Findings - Organizational span of control is too broad. For 
example, nine bureau chiefs and thirteen local tax  collectors report d i rect ly  
t o  the Director General. In the Cap-Haitien f ie ld  of £ice , there ore seventeen - 
sub-collector offices known a s  Reposes which report t o  the collector,  k b  
a lso  supervises a l l  other tax ac t iv i t i es  fo r  the area. 

Salary scales a re  low and trained employees soon leave 
g o v m n t  service for  better-paying jobs in the private sector. 

There i s  no separate uni t  t o  handle the  apwa 1s of taxpayers 1 7 0  
do not agree with the results  of an audit. Under the present organization, 
appeals a re  handled f i r s t  by the  auditor 's supervisor. I f  unresolved, the  
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appeal goes t o  the Division Chief, with the next level of appeal being t o  the 
Bureau a i e f .  ?he f inal  level, before going t o  court, i s  the Director General 
of the Tax Office. Only tw cases =re appealed i n  court last year. No 

. s ta t i s t ics  are available regarding the number of appeals a t  each level and 
results of appeals. 

1. Adetailed study should be made of the tax office and the 
office reorganized t o  put a l l  auditors i n  one division, 
rather than having them scattered throughout the 
organization. Field offices should be organized into 
regions reporting t o  a regional office supervisor. 'Ihis 
w i l l  help t o  reduce demands on the Director General's 
time. It w i l l  also provide for better supervision of local 
office activities. . 

2. A separate Appeals unit  should be established outside of 
the direct control of the section that performs the audit. 

3. The study of the organization should include a review of 
the salary structure of mp loyees. Pay scales for highly 
trained employees such a:; auditors (or i n  tk future, 
conputer programers) sht)uld be adjusted so that they are 
more i n  line with salaries paid for similar sk i l l s  i n  the 
Haitian private sector. 
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TAX AENINISTRATION I N  HAITI 

APPENDIX IV:  ~ E I l E N T  OF PROPER'rY AND EXCISE TAXES 

By Ramon E. G o ~ z  Co lon 

I. Introduction 

This study was accomplished during the  period May 25 through June 9, 
1982. ?he dif ferent  uni t s  within the  General Tax Administration that 
administer the  property t a x  and excise w r e  studied i n  order  t o  make 
reconinendations concerning the mst effect ive means f o r  improving the  
management, control  and col lect ion of  these taxes. I have in terv iewd some o f  
the o f f i c i a l s  of these un i t s  and reviered some* of their o f f i c i a l  records. For 
background information, I read two reports  of the In ternat ional  Monetary Fund. 

I w n t  t o  record my appreciation f o r  the courtesy and assis tance extended 
t o  m e  by M r .  Bernard Gabriel Pierre ,  h o  served as my counterpart and 
in terpre ter ,  and by M r .  Emst  Mymille, Chief of the  Bureau of Afhires 
~ u n a l e s .  

Property Tax 

A) Discussion; The "Bureau des Affaires ~ornrmnales", a specia l  
unit  within the  Tax Ad.ninistration Service, has the  responsib i l i ty  t o  
administer the  property tax. 

This i s  a municipal t ax  assessed by the General Tax kpartment  , the  
yield of  which is shared betwen the cen t ra l  g o v e m e n t  and municipalit ies.  
It i s  the  principal  source of  revenue t o  loca l  governments. 

The tax i s  based on the r e n t a l  value of the property, as estimated by 
the  Tax kpartment.  The properties are l i s t e d  i n  t ax  r o l l s ,  kept i n  each c i t y  
and v i l l age ,  according t o  the street, block and number. The bureau, through 
one of i t s  divisions (Service de Recencement), makes a real estate property 
census every 3 o r  4 years t o  keep the tax  r o l l s  up t o  date.  The last one was 
made i n  1978 and there are plans t o  make a new one comnencing i n  August 1982. 

After the end of the f i s c a l  year (September 30) , the taxpayers have 
six months t o  go t o  the  o f f i c e  of the  Divi.sion of Property Tax o r  t o  the  
o f f i ce  of the Collector o r  Prepose (subcollector) i n  f i c h  jurisdictLon the 
property i s  located t o  pay the  tax. A t  t h a t  time an inspector w i l l  f i l l  out  a 
property t ax  return i n  d c h  he figures the r e n t a l  value as it appears on the 
tax  r o l l s .  I f  the  taxpayer agrees with the  valuation of  his property, he  
signs the  t a x  return and goes t o  the cashier t o  pay the tax. The cashier  
gives the taxpayer a receipt  and keeps the tax  re turn ,  so  a boolckeeper can 
annotate the tax r o l l  that the  tax  has been paid. The number of the  rece ip t  
of payment i s  noted also. f d t e r  March 31, the  inspectors of the service i n  



APPENDIX IV page 2 

Port-au-Prince or the Collector o r  hrepose, review the tax rol ls '  t o  identify 
taxpayers lho have not paid the property tax. men  an inspector determines 
that a certain taxpayer has not paid the tax, he f i l l s  out the property tax 
return and sends it t o  the of £ice of the Director General of Taxes t o  i n i t i a t e  
the legal procedure for  collection. 

B) Findings: 'Ihe method of valuation i s  based on the  r en t a l  value 
of the property. I f  the property is  rented, it i s  eas ier  t o  make the 
valuation, than when it i s  lived i n  o r  used by the owner. I found out tllat no 
written guidelines exist t o  help the inspector t o  make a reasonable 
valuation. The l a w  s ta tes  that rent  paid is the base for  valuation of ren ta l  
property, and that  1% of the cost of the property w i l l  be the value when it i s  
not rented. The p r o b h  i s  that  the bureau does not have the expertise 
necessary t o  figure out the cost of a property and they use the value stated 
by the owner. 

Since the inspector does not .have written guidelines o r  training t o  
& the valuation, his only method is  t o  negotiate with the taxpayer. I 
found i n  Port-au-Prince, and especially i n  Petion-Ville, that  few of the  
properties pay the maximMl tax. ?he wey that  inspectors make the valuation i s  
highly subjective. They do not use other bureaus' i n f o m a t i o ~ ~  about the  same 
taxpayer t o  determine i f  the f u l l  ren ta l  value is  included in the declaration. 

The record- of properties on the tax r o l l s  i s  based on t h e i r  
location. There i s  no use of d e  or property rider. No s t a t i s t i c a l  
information has available about the number of properties registered, t l e  
n i i r  of properties i n  each tax bracket, o r  how many are rented versus being 
used by the owner. 

Officials of the Bureau estimate the properties registered i n  
Port-au-Prince between 65,000 and 70,000. One o f f i c i a l  of the Tax Department . 
estimated a t  over 120,000 the number of properties tha t  should be paying 
taxes. Another o f f i c i a l  estimated over 200,000. The Bureau is already making 
plans for  the house-by-house census t o  record and valuate r e a l  e s t a t e  
properties. In Port-au-hrince, they expect t o  use 18 brigades of four persons 
each for  a period of from nine t o  t w l v e  months t o  accomplish this wrk .  

?he questionnaire that w i l l  be used t o  interview the owner or 
occupant of each property i s  also the mrksheet fo r  the  valuation. 

I have a lso  found that  the procedure followd by a taxpayer t o  camply 
with the  l a w  i s  slow and tb-consuming. Me must spent hours w a i t i n g  i n  an 
off ice  for  an inspector t o  f i l l  out his return and make the calculation of the 
principal tax and the other seven additional taxes. It also  wastes the time 
of Bureau employees t o  perfom a task tha t  can be accomplished by using a 
computer t o  print  out the b i l l s .  I f  this can be done, the Bureau w i l l  have 
thousands of man-hours more t o  do audit wrk.  ?his system w i l l  be more 
accurate i n  the control of accounts receivable. 

Rec-ndat ions 

1) M i a t e  technical assistance should be given t o  the hroperty Tax 
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Division i n  the p h i n g  the  property census. They a l so  should have 
assistance i n  the t raining o f  personnel, so  there  w i l l  be uniformity i n  
app lying valuation standards. 

2) Technical assis tance must be given t o  review t h e  census questionnaire 
t o  assure it contains a l l  the  information needed t o  make the  valuation. I 
strongly suggest that consideration be given t o  preparing a separate 
questionnaire that can be used t o  obtain respondent information about other  
taxes they pay (patente, business excise,  and individual income tax  paid; name 
of business o r  employer; business and personal income). 

3) ?he Bureau must es tabl i sh  valuation standards and c r i t e r i a .  

4)  Arrangements must be made with CAMEP (the Port-au-Prince water 
company) t o  use t h e i r  c i t y  map. 

5) After the  next census, a l l  the questionnaires should be f i l e d  
individually and i n  a proper manner so  t h a t  reference can be made t o  them 
henever  a new valuation o f  a property is  needed (e.g. t o  update values o r  
r e f l e c t  a change in tax r a t e s  o r  methods of assessment). 

6 )  I strongly suggest that a study be made aimed a t  changing t h e  
exis t ing  procedure for  f i l i n g  and p a p n t .  A conputerized one can be 
established which w i l l  make the calculation o f  t h e  pr inc ipal  tax and the  other  
seven taxes more rapid and precise. B i l l s  can be delivered by the  messengers 
of  CPMEP. Bill ing should be made on the  bas i s  of  t h e  new property census 
data,  rather than on the basis of informt ion supplied by the  taxpayers. 

7) I r e c o i n d  design o f  a new form containing more information a b u t  
the property, t o  be used f o r  tax assessment during the period before 
computerization is  completed. It should contain information about ihether t h e  , 

property i s  rented o r  used by the  owner; number of separate lining u n i t s  
within the property; type of  construction; i f  the  taxpayer bought o r  b u i l t  it; 
and any other  infortnation t h a t  can help an inspector t o  decide i f  the property 
value should be revised. 

8) Consideration should be given t o  amending the l a w  t o  require t h a t  any 
person t h a t  pays mre than G200 rent  a month must f i l e  an information return. 

9)  A complete cadaster map of a l l r e a l  propertymust bemade, using f o r  
this purpose an aerial panoramic photograph of  the  country. This cadaster map 
w i l l  be very useful  f o r  the  government i f  they decide t o  change the  valuation 
method t o  r e a l  assessed value. 

10) ?he sethod of valuation must be changed t o  a b a s i s  of r e a l  assessed 
value a s  soon a s  practicable. 

111. Excise Taxes 

?he Bureau o f  EStcise Taxes, another specia l  un i t  within the General 
Tax Adminisfxgition, i s  canposed of four different  divis ions o r  services,  three 
o f  wNch a r e  operational divis ions and one of  h i c h  i s  a service and cont ro l  
divis ion.  

. 
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Division of Alcoho 1 and Tabacco 

a)  Discussion: 'Ihis division i s  i n  charge of collecting the excise 
tax on alcohol and tabacco. It also collects  the annual fee on alcohol and 
tobacco re ta i le r s  . 

'Ihe collection of the excise t.ax on cigarettes i s  very easy. 
n-Le companies that produce cigarettes must buy i n  advance the stamp that is 
displayed on .every package of cigaret tes,  indicating the tax has been paid. 

For the payment of the excise tax on liquor the procedure i s  
more or less the same. 'Ihe d i s t i l l e r i e s  must buy in advance the stamp t o  be 
fixed t o  the bott le .  In the case of inported liquor, when it arrives a t  
Customs the importer goes t o  the Bureau and the Central Bank t o  buy the 
stamps, and the inspector a t  Customs affixes them t o  the bott les.  

b) Findings: 'Ihe only finding that I want t o  c m e n t  on regards 
the enforcement task. 'lhey only have 5 inspectors in Port-au-Prince, and none 
i n  the rest of the country, t o  enforce the law through perso~ml inspections of 
public e s t a b l i s b n t s  that sell tabacco and liquor. These inspectors do not 
have the q r t i s e  and training t o  detect contraband. 'Ihey don't bave m ~ t o r  
vehicles t o  mve around, and the Division docs not have a coherent l a rk  p lan. 

Of the 1034 Iicencees i n  Port-au-Prince, probably 907, pay seven 
gourdes annually, which is the minimum alcoho 1 and tabacco license fee. 

c) Recommendations: 'Ihis service must be provided with enough personnel 
.ad vehicles t o  s t a r t  a program t o  investigate and a d i t  establishments that 
sell alcohal and tabacco. 'Ihe personnel should have enough training so Chey 
can detect contraband. Manufacturers and importers, not Customs inspectors, 
should af  f i x  the excise tax seals. The inspectors should only monitor the 
process through inspection of samples. 

Service des Boissons Gazeuses e t  Gazoline 

A) Discusssion: ?his division is i n  charge of the excise . tax  imposed on 
gasoline and sof t  drinks. The way that  they col lect  the excise tax on sof t  
drinks i s  very simple. There is  only one company i n  H a i t i  that produces 
bot t les  caps, so the bottling company, in order t o  buy the caps, must pay the 
tax in advance. After they pay the tax the division gi=s them a permit t o  
buy the caps. There are only three gasoline companies operating i n  Haiti and 
they receive the gasoline by ships. When a ship arr ives  it is  required that a 
Custom inspector and a inspector of the gasoline s e n i c e  be present t o  
supervise the transfer of the gasoline f rom the  ship to  the gasoline cornpany. 
'Ihey a re  supposed t o  measure the gasoline unloaded. After t h i s  i s  done both 
of f ic ia l s  send t o  the bureau a cert if icat ion indicating the amount of gallons 
unloaded. 'Ihe bureau computes the excise tax t o  be paid and prepares a 
memorandum t o  the Director General of Taxes. After receiving approval they 
can collect  the tax. 

B) Findings: I intervie& tw of f i c i a l s  of the  Bureau and made a visit 
t o  the f ac i l i t i e s  of one of the companies t o  investigate the procedure that  is 
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used in the  unloading of gasoline and the way tlmt the  gasoline i s  measured. 
?he Bureau does not have any procedure about the  s teps  t h a t  the illspector must 
take before, during and a f t e r  the gasoline i s  transferred from the  ship t o  the 
company tanks. I found out that sometimes the  inspector of Customs i s  the  
only one present when the gasoline i s  transferred t o  the  tanks of the gasoline 
company. The personnel of Customs and the Bureau do not have the t ra in ing  
necessary o r  the instruments tha t  can assurg r e l i a b l e  measuranent. 

C) Recommendations: Inmediate act ion must be taken t o  give t ra in ing  t o  
the  personnel of Customs and the Bureau on how the  gasoline i s  m s u r e d .  A 
writ ten procedure must be prepared. ?his procedure should inc lude that the  
gasoline c q a n y  must provide the  tanks with sealable i n  and out valves ~ c h  
t h e  inspectors can lock during the unloading of  the  gasoline. I recomend 
that the tanks be calibrated and dipst icks ins ta l l ed .  Custas and Tax 
Department o f f i c i a l s  should measure tank depths before and a f t e r  de l iver ies ,  
and check the resu l t s  against sh ips 'b i l l s  of lading and the sealed comptometer 
aboard the  tanker. 

I do not have any recommendation about s o f t  drinks. 

Senrice des Usines et Manufactures 

A) Discussion: ?his senrice i s  i n  charge o f  the  collectLon of  a l l  the 
other  taxes. ?hey have a ssparate f i l e  f o r  each enterpr ise  subject t o  tax on 
i t s  dcxnestLc production. The tax  i s  paid monthly o r  every 15 days, depending 
on the  enterprise.  

If the  applicable excise tax  i s  levied a t  a speci f ic  rate (e . g . on a 
soap factory) they must f i l e  a dai ly  report  of  procluction, inventory, a d  
sales. ?his report must be signed by the manager of the plant and the  Bureau 
inspector assigned t o  the enterprise.  In this case the  tax must be paid every 
15 days. 

For enterprises on which the  excise t a x  i s  levied ad valorem, the 
taxpayer sends a monthly letter s ta t ing  the amount of goods sold and the 
price.  Upon receipt  of the information regarding production, sa les  and 
inventory, Bureau employees calculate  the tax. ?hey prepare the bordereau f o r  
the  taxpayer t o  pay. 

B) Findings: ?his section does not have adequately t rained personnel 
that can make an audit  of a company that produces goods levied a t  ad valorem 
ra tes .  

For almost one year tm accountants of  the  Income Tax Bureau hiwe 
been assigned t o  the Ekcise Tax Bureau, but t h e i r  m r k  performance was 
impossible t o  determine because the  Bureau does not have s t a t i s t i c a l  da ta  
avai lable on how many audits  they conducted o r  how much money they co l lected . 

A t  present the Bureau does not have a s ingle  persan who can make an 
audit .  It i s  impossible t o  raise tax  col lect ions without y e l l  t rained 
personne 1. 
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Tne Excise Tax Bureau and hstorn Pdministration a r e  the un i t s  that 
impose and col lec t  excise taxes on goods levied a t  ad valorem ra tes .  Tne only 
w y  t o  improve the collect ion of excise taxes i s  t o  give the s e ~ c e s  t rained 
per some 1. 

Tne taxpayers subject t o  ad valorem excise taxes must send a monthly 
letter s ta t ing  the  amount of goods sold and their price;  the Bureau does not 
provide a standard tax  return. Also, they don't  have a m r k  program t o  de tec t  
new taxpayers. 

C) Recommendations: 

Tne f i r s t  and most important recommendation i s  t o  make a l l  e f f o r t s  
possible t o  bring t o  the Bureau new personnel .with good educational 
background, so they can be trained a s  accountants. Tnese personnel must have 
a reasonable salary so they can afford t o  m r k  f o r  the government. 

Tne government should move immediately t o  the simplified "First  
Stage" system of excise on manufactures recornended i n  the  LMF report  "Sales 
Taxation i n  Haiti" (Casanegna and Byrne, Apr i l  13, 1981) pp 16-21. Tne excise 
r a t e s  ~ ~ e ? v e s  and the qusstion of h e t h e r  countervai-ling dut ies  on imports 
are necessary a r e  policy questions khich should be exanined by the  Haitian 
govemnat  and the current IMF Mission. 

An o f f i c i a l  tax  form must be designed f o r  taxpayers pay ad 
valorem excise tx~. By using a standard £om it is eas ie r  fo r  an  inspector t o  
make an audit .  The taxpayer sl-auld f i l l  out this form, ra ther  than seriding 
the Bureau a memorandum and having Bureau personne 1 complete the tax  form. 

The Bureau should develop a work plan t o  f ind new taxpayers. Other 
bureaus and services within the  Tax Department have in t h e i r  records a l o t  of 
valuable information t h a t  can be used f o r  this purpose. 
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PLAN FOR THE IMPROVEMENT 
OF TAX ADMINISTRATION IN HAITI 

The following report was prepared by Roger 
Paradis* and describes the computer?zation 
aspects of the Tax Administration Survey which 
took place in the Republic of Ilafti in I b y  1983. 
The computerization study was carried mainly 
during the week of May 31-June 5. 

* Price Waterhouse et Associ6s, Port-au-Prince, HaIti. 
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I 

PLAN FOR THE IMPKOVEMENT 
OF TAX ADMINISTRATION IN HAITI 

Computerization Aspects 

I - FORMAT 

The format of this report follows the general guidelines given for the 
survey, e.g. as follows: 

I1 - Introduction 

111 - Overview and Summary . 

DETAILED APPENDIX 

(Each section is divided into two sub-sections: 
Discussions and Findings 

IV - Potential areas of Computerization 

V - Hardware Strategy 

VI - Considerations in Haiti 

VII - Recommendations 

VIII - Technical Assistance Plan 

I1 - INTRODUCTION 

The main purpose of this report was to describe which systems should be 
considered for computerization within the Ministry of Finance and Economic 
Affairs following the reviews and findings of a U.S. AID team and the 
author's own limited observations. Four other members of the team were 
assigned this task of carrying out a summary evaluation of the llalttiarl 
taxation system and make recommendations for improving its administration and 
the collection of taxes and duties within the Tax Collection (Revenue) and 
Custons Services. 
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The rev iew and a n a l y s i s  of  t h e  o t h e r  members of  t h e  team were c a r r i e d  o u t  
mainly from May 24 t o  June 11, 1982. However, a s  t h e  a u t h o r ' s  recommen- 
d a t i o n s  were consequent  on t h e  f i n d i n g s  o f  t h e  o t h e r  members o f  t h e  team, h i s  
a n a l y s i s  on ly  began on May 31. The f i n d i n g s  i n  t h i s  r e p o r t  a r e  t hus  based on 
a  v e r y  b r i e f  review o f  t h e  s i t u a t i o n  and t h i s  e x p l a i n s  t h e  need f o r  a  more 
d e t a i l e d  f e a s i b i l i t y  s tudy  recommended i n  t h i s  r e p o r t .  

I n  a d d i t i o n  t o  meet ing f r e q u e n t l y  wi th  t h e  o t h e r  a d v i s o r s  on t h e  team, t h e  
a u t h o r  gained some pe r sona l  i n s i g h t  by meet ing t h e  o f f i c i a l s  r e s p o n s i b l e  f o r  
t h e  fo l l owing  u n i t s  w i t h i n  t h e  Min i s t ry :  

. Admin i s t r a t i on  G6n6rale d e s  C o n t r i b u t i o n s  (Tax C o l l e c t i o n )  

. F i c h i e r  F i s c a l  Nat iona l  (Nat iona l  Tax F i l e )  

. A f f a i r e s  Communales (Real  E s t a t e  Taxes) 

. R6le des  p a t e n t e s  (Operat ing Permi ts )  

. Douanes-a6roport ( A i r p o r t  Customs O f f i c e )  

Apart  from s tudy ing  v a r i o u s  f o r m  and r e g i s t e r s  i n  t h e  u n i t s  v i s i t e d ,  t h e  
a u t h o r  became acquain ted  w i th  t h e  f o l l o w i r ~ g  r e p o r t s :  

. Economic Menorandurn on H a f t i  (The World Bank - A p r i l  1982) ;  

. S a l e s  Taxa t ion  i n  HaTti (The I n t e r n a t i o n a l  Monetary Fund - 
A p r i l  1331). 

The p re sen t  r e p o r t  d e a l s  on ly  w i th  t h e  p o s s i b l e  compu te r i za t i on  of  adminis-  
t r a t i v e  systems l i nked  t o  t a x  c o l l e c t i o n  and i s  main ly  based on t h e  d a t a  
ga the red  by o t h e r  members'of t h e  miss ion .  A l l  o t h e r  p o t e n t i a l  improvements 
t o  p re sen t  systems were t o  be  d e a l t  w i th  by t h e  o t h e r  members o f  t h e  team. 

I11 - OVERVIEW AND SUMMARY 

Cur ren t  S i t u a t i o n  

The main apparen t  d e f i c i e n c y  i n  t h e  Min i s t ry  of F inance ' s  a d m i n i s t r a t i v e  
systems i s  t h e  g e n e r a l i z e d  absence of i n t e r n a l  c o n t r o l  and of  a  r a t i o n a l  
method t o  process  t h e  voluminous t r a n s a c t i o n s  numbering i n  t h e  hundreds of 
thousand. 

. R e l a t e d  d a t a  o r  even t h e  same d a t a  is  r e q u i r e d  i n  s e v e r a l  d i f f e r e n t  u n i t s  o r  
depar tments  f o r  t h e i r  d a i l y  o p e r a t i o n s .  This  r e q u i r e s  t h e  m u l t i p l e  r e c o r d i n g  
and r e t r a n s c r i p t i o n  of t h e  same d a t a  over  and over  aga in .  
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This  d i s p e r s i o n  and m u l t i p l i c a t i o n  of t h e  i n f o r m a t i o n  r e n d e r s  i t  imposs ib l e  
t o  ma in t a in  any l e v e l  of c o n t r o l  over  t h e  d a t a  and t o  use  t h i s  i n f o r m a t i o n  i n  
a cohe ren t  and r a t i o n a l  manner t o  b e t t e r  e n f o r c e  t a x  c o l l e c t i o n .  

For example, most of t h e  i n fo rma t ion  g e n e r a l l y  comes from t axpaye r s '  d i f f e r -  
e n t  d e c l a r a t i o n s  i n  d i f f e r e n t  u n i t s .  Because of  t h e  h igh  volume and t h e  
d i s p e r s i o n  of t h i s  d a t a ,  i t  i s  p r a c t i c a l l y  imposs ib i e  under  t h e  c u r r e n t  
manual system t o  r e c o n c i l e  t h i s  d a t a  t o  ensu re  con fo rmi ty  from one u n i t  t o  
t h e  o t h e r  and t o  con f ron t  t h e  taxpayer  where i n d i c a t e d .  It i s  l i k e l y  t h a t  a  
g r e a t  number of  t axpaye r s  a r e  aware of  t h i s  s i t u a t i o n  and a r e  t a k i n g  advan- 
t a g e  of i t .  

The m u l t i p l i c a t i o n  and d i s p e r s i o n  of t h e  same d a t a ,  coupled w i t h  t h e  l a c k  of 
i n t e r n a l  c o n t r o l ,  a l l o w  t h e  p o s s i b i l i t y  of  a' g r e a t  number of unde t ec t ed  
e r r o r s ,  and by t h e  same token,  of  u n c o n t r o l l a b l e  c o l l u s i o n  between c i v i l  
s e r v a n t s  and taxpayers .  

However, i t  i s  t o  be emphasized t h a t  t h e  v i g i l a n c e  of most c u r r e n t  c i v i l  
s e r v a n t s  i s  no t  be ing  ques t ioned  i n  t h i s  r e p o r t .  On t h e  c o n t r a r y ,  i t  a p p e a r s  
t h a t  a  g r e a t  number of them a r e  q u i t e  v i g i l a n t  i n  s e a r c h i n g  f o r  i r r e g u l a r i -  --- 
t i e s ,  b u t  u n f o r t u n a t e l y ,  a r e  no t  provided wi th  t h e  means n e c e s s a r y  ( a s  
desc r ibed  above) t o  pursue t h e i r  t a s k  e f f e c t i v e l y .  

Because of t h e  c u r r e n t  l a b o r i o u s  manual sys tems ,  t h e  v a r i o u s  u n i t s  have 
l i t t l e  time t o  p repa re  v a l i d  s t a t i s t i c s  about  t h e i r  a c t i v i t i e s  and t h e  
c o l l e c t i o n  of t h e  v a r i o u s  d u t i e s  and t axes .  One e x c e p t i o n  i s  t h e  p roduc t ion  
of s t a t i s t i c s  on f o r e i g n  t r a d e  which seems t o  be a  c o i o s s a l  t a s k  which t a k e s  
many months t o  complete.  Even i n  t h i s  c a s e  though,  we d i d  n o t  f i n d  any 
i n t e r n a l  c o n t r o l  system being used t o  ensu re  t h e  v a l i d i t y  and t h e  
c o m ~ r e h e n s i v e n e s s  of t h e s e  s t a t i s t i c s .  

Remedial Act ion 

R a t i o n a l  in format ion  management r e q u i r e s ,  on t h e  one hand, r i g o r o u s  c o n t r o l  
of  t h e  d a t a  involved a s  t o  i t s  v a l i d i t y ,  i n t e g r i t y  and conformi ty  w i t h  
r e a l i t y ,  and on t h e  o t h e r  hand, t h e  a v a i l a b i l i t y  of t h e  i n f o r m a t i o n  d e s i r e d ,  
when d e s i r e d ,  and i n  t h e  form d e s i r e d .  

Some manual improvements can  no doubt be implemented immediately a s  v e r i f i e d  
by t h e  o t h e r  a d v i s o r s  of t h i s  miss ion .  However, because  of  t h e  c u r r e n t  
volume and t h e  &de d i s p e r s i o n  of i n fo rma t ion  neces sa ry  w i t h i n  t h e  M i n i s t r y  
of Finance,  t h e  a u t h o r  b e l i e v e s  i t  would be even more d i s r u p t i v e  and i n e f f i -  
c i e n t  t o  a t t empt  t o  c o n c e n t r a t e  and c o n t r o l  t h e  i n f o r m a t i o n  ga the red  by t h e  
p r e s e n t  manual methods. The a u t h o r  b e l i e v e s  t h a t  o n l y  th rough t h e  computer- 
i z a t i o n  of t h e  p r i n c i p a l  a d m i n i s t r a t i v e  systems i n v o l v e d ,  w i l l  i t  be p o s s i b l e  
t o  i n t r o d u c e  more e f f e c t i v e  c o n t r o l  and r a t i o n a l  management of  t h i s  h i g h  
volume of data  i n  view of improving tax c o l l e c t i o n  procedures .  
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Data  p r o c e s s i n g  by computer  i s  o n l y  s t a r t i n g  i n  H a f t i  and some p e o p l e  a r e  
s c e p t i c a l  of t h e  p o s s i b i l i t y  of  s u c c e s s f u l  i m p l e m e n t a t i o n s  i n  t h i s  a r e a .  
However, t h e r e  i s  a  growing g e n e r a l  i n t e r e s t  i n  t h e c o u n t r y  f o r  computer-  
i z a t i o n  and t h e r e  i s  no r e a s o n  why i t  c o u l d  n o t  be  implemented a s  s u c c e s s -  
f u l l y  h e r e  a s  i t  h a s  been i n  many o t h e r  l e s s  d e v e l o p e d  c o u n t r i e s .  - P r e s e n t l y ,  
a  m a j o r  i n s t a l l a t i o n  ( c o n s i d e r e d  t h e  l a r g e s t  i n  t h e  c o u n t r y )  i s  b e i n g  
implemented s u c c e s s f u l l y  i n  t h e  n a t i o n a l  e l e c t r i c  u t i l i t y  u n d e r  a  r i g i d  worlc 
program and competent  s t a f f  h a s  been r e c r u i t e d  t o  implement t h e  s y s t e m s  w i t h  
t h e  a s s i s t a n c e  o f  a n  i n t e r n a t i o n a l  c o n s u l t i n g  f i r m .  

C o m p u t e r i z a t i o n  w i t h i n  t h e  M i n i s t r y  of  F i n a n c e  would c e r t a i n l y  a l l o w  a  much 
more e f f i c i e n t  c o o r d i n a t i o n  o f  t h e  i n f o r m a t i o n ,  a n  immedia te  a c c e s s  t o  t h i s  
i n f o r m a t i o n ,  e n f o r c e d  c o n t r o l s ,  and t h e  p o s s i b i l i t y  of c r o s s - c h e c k i n g  d a t a  
q u i c k l y  and e f f e c t i v e l y .  The r e s o u r c e s  a s s i g n e d  t o  r e t r a n s c r i b i n g  s e v e r a l  
t i m e s  t h e  same i n f o r m a t i o n  c o u l d  b e  more p r o d u c t i v e l y  c h a n n e l l e d  t o  e n s u r e  
b e t t e r  compl iance  w i t h  t h e  t a x a t i o n  l a w s  and improv ing  t a x  c o l l e c t i o n .  T h i s  
image would p r o g r e s s i v e l y  make i t s  way t o  t h e  g e n e r a l  p u b l i c  and s h o u l d  
e v e n t u a l l y  r e d u c e  t h e  t e m p t a t i o n  and p o s s i b i l i t y  o f  t a x  a v o i d a n c e .  

An e l e m e n t  which c o u l d  become h i g h l y  s e n s i t f v e  however and must  be  a n a l y z e d  
f u t h e r  i s  th.2 n e c e s s i t y ,  f o r  c o m p u t e r i z a t i o n  p u r p o s e s ,  t o  a s s i g n  a pe rmanen t  
i d e n t i f i c a t i o n  number t o  a l l  t a x p a y e r s ,  w h e t h e r  i n d i v i d u a l s  o r  o r g a n i z a t i o n  
( s u c h  a s  t h e  U.S. S o c i a l  S e c u r i t y  Number). T h i s  number would b c  r e q u i r e d  o n  
a l l  f o h n s  and f o r  a l l  t r a n s a c t i o n s  w i t h i n  t h e  P l i n i s t r y  of  F i n a n c e .  

Some r e s i s t a n c e  may b e  i n i t i a l l y  e n c o u n t e r e d  w i t h i n  t h e  c i v i l  s e r v i c e  r a n k s  
( f e a r  of  l o s s  of employment, change  of  h a b i t s ,  more  c o n t r o l ,  e t c . )  b u t  s l ~ o u l d  
e v e n t u a l l y  d i s a p p e a r  a s  new and more i n t e r e s t i n g  j o b s  a r e  c r e a t e d  and a s  t h e  
p e r c e p t i o n  i n c r e a s e s  w i t h i n  t h e  s t a f f  of  t h e  new p o s s i b i l i t i e s  opened up by 
t h e  c o m p u t e r i z a t i o n .  However, t h e  c o m p l e x i t i e s  o f  s u c h  a  t r a n s f o r m a t i o n  
w i t h i n  t h e  M i n i s t r y  of  F i n a n c e  c a n n o t  be  o v e r e s t i m a t e d  and t h o r o u g h  p l a n n i n g  ' 

and e x t e n s i v e  t r a i n i n g  w i l l  b e  e s s e n t i a l  components  o f  s u c h  a p r o j e c t .  

Maior Recommendation 

Even though h i s  i n i t i a l  r e v i e w  was v e r y  l i m i t e d  i n  s c o p e  and d u r a t i o n ,  t h i s  
a u t h o r  r e m a i n s  c o n v i n c e d ,  a f t e r  h i s  d i s c u s s i o n  w i t h  t h e  o t h e r  team members, 
t h a t  c o m p u t e r i z a t i o n  would be  b e n e f i c i a l  t o  t h e  M i n i s t r y  o f  F i n a n c e  and 
s h o u l d  b e  implemented.  However, a d e t a i l e d  f e a s i b i l i t y  s t u d y  n e e d s  t o  b e  
u n d e r t a k e n  t o  d e t e r m i n e  which f u n c t i o n s  s h o u l d  be c o m p u t e r i z e d  and i n  what 
p r i o r i t y ,  t h e  modus o p e r a n d i ,  t h e  o r g a n i z a t i o n  and p e r s o n n e l  r e q u f r e d ,  t h e  
t y p e  of  equipment  needed and above a l l  t o  p l a n  t h e  i m p l e m e n t a t i o n  of  t h e  
p r o j e c t .  T h i s  s t u d y  must b e  as thorougll  and c o m p l e t e  a s  p o s s i b l e ,  and i s  k e y  
t o  t h e  s u c c . e s s f u l l  i m p l e m e n t a t i o n  o f  t h i s  d e l i c a t e  and e x t e n s i v e  p r o j e c t ,  
c o n s i d e r i n g  t h e  c u r r e n t  env i ronment .  
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> 

Summary of  T e c h n i c a l  A s s i s t a n c e  Requi red  

Only t h e  t e c h n i c a l  a s s i s t a n c e  r e q u i r e d  f o r  t h e  f e a s i b i l i t y  s t u d y  c a n  be  
de te rmined  w i t h  a c c u r a c y  a t  t h i s  s t a g e ,  t h e  p u r p o s e  o f  t h e  d e t a i l e d  f e a s i -  
b i l i t y  s t u d y  b e i n g  t o  p l a n  and e s t a b l i s h  t h e  i m p l e m e n t a t i o n  s c h e d u l e  of t h e  
p r o j e c t .  However, based on t h e  a u t h o r ' s  p r e v i o u s  e x p e r i e n c e ,  t h e  f o l l o w i n g  
p r e l i m i n a r y  e s t i m a t e s  a r e  g i v e n  a s  a  g u i d e  f o r  d e t e r m i n i n g  t h e  o v e r a l l  
r e q u i r e m e n t s  of  s u c h  a p r o j e c t :  

T e c h n i c a l  
A s s i s t a n c e  

A c t i v i t i e s  R e q u i r e d  
(person-months)  

F e a s i b i l i t y  s t u d y  9 

F u n c t i o n a l  s p e c i f i c a t i o n s  of  sys tems  
t o  be  compute r ized  

. S e t  up o f  computer  f u n c t i o n s  7 

. T e c h n i c a l  s p e c i f i c a t i o n s  and i m p l e m e n t a t i o n  
of  s y s t e m s  t o  be  compute r ized  - 36 
TOTAL 61 person-months 

Note 1: It i s  e x p e c t e d  t h a t  a l l  computer  programming crould b e  done 
by b f in i s t  r y  of  F inance  p e r s o n n e l .  

Note 2: T h i s  p r e l i m i n a r y  e v a l u a t i o n  i s  based  o n  t h e  p o t e n t i a l  
c o m p u t e r i z a t i o n  of t h e  f o l l o w i n g  s y s t e m s :  

F i c h i e r  F i s c a l  N a t i o n a l  

Customs A d m i n i s t r a t i o n  

E x c i s e  Taxes  

R a l e  d e s  p a t e n t e s  

Income Tax 

Bureau d e s  A f f a i r e s  Communales 

V e h i c l e  R e g i s t r a t i o n  

Note 3: I f  t h e  h i g h l y  t r a i n e d  management p e r s o n n e l  (of  HaTt ian  
n a t i o n a l i t y )  n e c e s s a r y  t o  create and implement  t h i s  new 
depar tment  w i t h i n  t h e  M i n i s t r y  o f  F i n a n c e  c a n n o t  be  
r e c r u i t e d  e i t h e r  l o c a l l y  o r  a b r o a d ,  i t  i s  p o s s i b l e  t h a t  
f u r t h e r  "permanent" t e c h n i c a l  a s s i s t a n c e  c o u l d  b e  r e q u i r e d  
f o r  a t  l e a s t  t h r e e  y e a r s .  

Fo l lowing  t h c  p r e l i m i n a r y  s c h e d u l e  shown above ,  t h e  computer  equipment  would 
be  i n s t d l l e d  a p p r o x i m a t e l y  22 months a f t e r  t h e  b e g i n n i n g  o f  t h e  f e a s i b i l i t y  
sLudy. A d e t a i l e d  s c h e d u l e  is shown i n  t h e  c h a r t  a t  t h e  end of t h e  d e t a i l  
work p l a n .  
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POTENTIAL AREAS OF COllPUTERIZATION 

Descr ibed below a r e  a r e a s  t h a t  cou ld  b e n e f i t  from c o m p u t e r i z a t i o n .  The form 
o f  compu te r i z a t i on  and c h a r a c t e r i s t i c s  of t h e  computer a p p l i c a t i o n s  wou ld .be  
d e f i n e d  i n  a  d e t a i l e d  f e a s i b i l i t y  s t udy  t h a t  shou ld  be conduc ted .  The 
purpose  h e r e  i s  o n l y  t o  i d e n t i f y  a r e a s  where c o m p u t e r i z a t i o n  cou ld  t a k e  
p l a c e .  

F i c h i e r  F i s c a l  N a t i o n a l  

. Discus s ion  

A t  p r e s e n t ,  t a x  r e c o r d s  ( F i c h i e r  F i s c a l  N a t i o n a l )  a r e  ma in t a ined  manua l ly  a t  
t h e  S e r v i c e  d e  1 ' I n s p e c t i o n  d e s  F inances .  These r e c o r d s  c o n s i s t  o f  n i n e  
b a s i c  r e g i s t e r s  t h a t  c o n t a i n  i d e n t i f i c a t i o n  i n f o r m a t i o n  such  a s  name, ! 

a d d r e s s ,  t y p e  of  v e h i c l e ,  o r  p r o p e r t y ,  e t c .  I n  a d d i t i o n ,  one  r e g i s t e r  
c o n t a i n s  a  l i s t  of c i v i l  s e r v a n t s .  A g i v e n  t axpaye r  may be  r eco rded  i n  any 
one of t h e s e  r e g i s t e r s .  These r e g i s t e r s  a r e  t h e  p r i n c i p a l  documents t h a t  
i d e n t i f y  c i t i z e n s  who pay v a r i o u s  forms of  t ax .  S i m i l a r  r e g i s t e r s  t ha t .  
c o n t a i n  bo th  i d e n t i f i c a t i o n  i n f o r m a t i o n  and a c c o u n t i n g  i n f o r m a t i o n  a r e  
l o c a t e d  i n  o t h e r  government depar tments  o r  u n i t s .  For  example,  t h e  Bureau 
d e s  A f f a i r e s  Commerciales a l s o  h a s  r e c o r d s  on p r o p e r t y  c ensus .  The 
depar tment  r e s p o n s i b l e  f o r  motor v e h i c l e  registration a l s o  m a i n t a i n s  r e c o r d s .  
There a r e  s e v e r a l  o t h e r  examples of  d u p l i c a t i o n .  

. Find ings  

Bas i c  i d e n t i f i c a t i o n  i n f o r m a t i o n  on t a x p a y e r s  ( i n d i v i d u a l s  o r  o r g a n i z a t i o n s )  
a r e  d u p l i c a t e d  b o t h  i n  t h e  F i c h i e r  F i s c a l  N a t i o n a l  (FFN) and i n  t h e  
government depar tment  o r  u n i t  r e s p o n s i b l e  f o r  t a x  c o l l e c t i o n .  Also ,  t h e r e  i s  
no mechanism t o  e n s u r e  t h a t  t h e  i n f o r m a t i o n  c o n t a i n e d  i n  t h e  F i c h i e r  F i s c a l  
Na t i ona l  i s  c o n s i s t e n t  w i t h  what is con t a ined  i n  o t h e r  r e c o r d s .  

The F i c h i e r  F i s c a l  Na t i ona l  would l e n d  i t s e l f  t o  c o m p u t e r i z a t i o n .  The 
F i c h i e r  would c o n t a i n  b a s i c  i d e n t i f i c a t i o n  d a t a  on t a x p a y e r s  o r  p o t e n t i a l  
t axpaye r s .  If  a  compu te r i z a t i on  program i s  c o n s i d e r e d ,  t h i s  would be t h e  
f i r s t  p r i o r i t y .  It cou ld  no t  e f f e c t i v e l y  be  done w i thou t  a un ique  and 
permanent i d e n t i f i c a t i o n  number o r  code ( d i s c u s s e d  e l s ewhe re  i n  t h e  r e p o r t s  
o f  t h e  o t h e r  a d v i s o r s ) .  

Customs Admin i s t r a t i on  

. Discus s ion  

The S e r v i c e  d e s  Recherches  e t  S t a t i s t i q u e s  de  l ' d d m i n i s t r a t i o n  G6n6ra le  d e s  
Douanes accumula tes  t r a d e  s t a t i s t i c s  from "bordereaux".  These "bordereaux"  
a r e  used t o  p r epa re  monthly and annua l  r e p o r t s  by t a r i f f  nomenc la tu re ,  
c o u n t r y  of o r i g i n  o r  d e s t i n a t i o n ,  and p o r t  o f  e n t r y  o r  d e p a r t u r e .  T t~e  
S e r v i c e  de  Con t r a l e  e t  d l I n s p e c t i o n  v e r i f i e s  t h e  "bordereaux" and accumula t e s  
t h e  same i n fo rma t ion  i n  an  i ndex  by i m p o r t e r  and t y p e  o f  merchandise  and i n  
t h e  r e v e r s e  o rde r .  



APPENDIX V page 7 

Another  p o t e n t i a l  a r e a  f o r  c o m p u t e r i z a t i o n  would he  i n  t h e  f r a n c h i s e  program. 
~ a i h  a r r i v i n g  sh ipment  from f o r e i g n  c o u n t r i e s  i s  p receded  by a l e t t e r  from 
t h e  i m p o r t e r  d e s c r i b i n g  t h e  p a r t i c u l a r s  o f  t h e  sh ipment .  These  documents  a r e  
matched t o  t h e  o r i g i n a l  a p p l i c a t i o n  f o r  d u t y  f r e e  s t a t u s .  

. F i n d i n g s  

F o r e i g n  t r a d e  d a t a  i s  r e c o r d e d  a minimum of  t h r e e  t i m e s .  The p r e p a r a t i o n  o f  
f o r e i g n  t r a d e  s t a t i s t i c s  i s  a  major  e f f o r t  and u s u a l l y  t h e r e  a r e  s i g n i f i c a n t  
d e l a y s  i n  p r e p a r a t i o n .  There  seems t o  be  no check  on whe the r  t h e  r e s u l t s  
shown i n c l u d e  a l l  "bordereaux"  o r  n o t .  The p r e p a r a t i o n  o f  t r a d e  s t a t i s t i c s  
l e n d s  i t s e l f  t o  c o m p u t e r i z a t i o n .  The f r a n c h i s e  program a l s o  l e n d s  i t s e l f  t o  
c o m p u t e r i z a t i o n .  A m a s t e r  f i l e  o f  i m p o r t e r s  who c a n  i m p o r t  goods  d u t y  f r e e  
c o u l d  be m a i n t a i n e d  and i m p o r t s  ( f rom t h e  " b o r d e r e a u x " )  would be r e c o r d e d .  
The computer  c o u l d  t h e n  p roduce  e x c e p t i o n  r e p o r t s  on i m p o r t e r s  who have 
exceeded  t h e i r  q u o t a  f o r  p a r t i c u l a r  goods.  V a r i o u s  s t a t i s t i c a l  r e p o r t s  c o u l d  
a l s o  b e  produced.  

E x c i s e  Taxes  

. D i s c u s s i o n  - 
E x c i s e  t a x e s  a r e  c o l l e c t e d  i n  two ways. Those p r e c o l l e c t e d  t h r o u g h  t h e  s a l e  
o f  s t amps  and t h o s e  c o l l e c t e d  by o t h e r  means. Stamps a r e  used  f o r  s p i r i t s  
and tobacco .  E x c i s e  t a x e s  on  g a z o l i n e  and o t h e r  commodity a r e  c o l l e c t e d  on 
a r r i v a l .  

T h e r e  i s  a l s o  a  t a x  l e v i e d  on c e r t a i n  p r o d u c t s  produced i n  H a I t i  f o r  d o m e s t i c  
consumption.  E n t e r p r i s e s  p r e p a r e  d a i l y  r e p o r t s  f o r  t a x e s  a p p l i e d  a t  a 
s p e c i f i c  r a t e  and p r e p a r e  monthly  r e p o r t s  f o r  t a x e s  l e v i e d  Ad Valorem. 

. F i n d i n e s  

The computer  c o u l d  m a i n t a i n  a  f i l e  o f  e x c i s e  t a x p a y e r s  i n  which would be  
r e c o r d e d  t h e  amount o f  t a x e s  p a i d  a s  w e l l  a s  s a l e s  and p r o d u c t i o n  d a t a .  l"?Iis 
i n f o r m a t i o n  c o u l d  t h e n  b e  compared t o  t h e  " b i l a n "  f o r  c o n t r o l  p u r p o s e s .  
S t a t i s t i c a l  and management r e p o r t s  c o u l d  a l s o  b e  p roduced .  

R a l e  d e s  P a t e n t e s  

. - . D i s c u s s i o n  

There  a r e  a p p r o x i m a t e l y  1,400 b u s i n e s s  o r g a n i z a t i o n s  and p r o f e s s i o n a l s .  
Tliese o r g a n i z a t i o n s  must o b t a i n  a p e r m i t  t o  o p e r a t e  by c o m p l e t i n g  a 
d e c l a r a t i o n  on  which must a p p e a r ,  among o t h e r  t h i n g s ,  t h e  amount o f  i m p o r t s ,  
t h e  v a l u e  o f  i n v e n t o r y  and a l i s t  o f  a l l  employees  w i t h  t h e i r  s a l a r i e s .  
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# 

. F i n d i n g s  

T h i s  a r e a  l e n d s  i t s e l f  t o  c o m p u t e r i z a t i o n .  The computer  cou ld  m a i n t a i n  t h e  
i n f o r m a t i o n  d e c l a r e d  i n  t h e  p r e v i o u s  y e a r  and would p e r m i t  u p d a t i n g  when a 
new d e c l a r a t i o n  i s  made. 

Income Tax 

. D i s c u s s i o n  

Two t y p e s  of t a x p a y e r s  pay income t a x :  e n t e r p r i s e s  ( i n d u s t r i e s ,  b u s i n e s s e s ,  
e t c . )  and i n d i v i d u a l s  (wage e a r n e r s ,  p r o f e s s i o n a l s ,  e t c . ) .  E n t e r p r i s e s  a r e  
t a x e d  a t  t h e  end of t h e  y e a r  based on t h e  p r e s e n t a t i o n  of t h e i r  " b i l a n " .  
Employers must send t o  t h e  Bureau d e  l1 Imp8t .  s u r  l e  Revenu a  l i s t  o f  
employees  paying t a x e s  and r e m i t  t h e  income t a x e s  d e d u c t e d  from t h e i r  pay. 

Each y e a r ,  wage e a r n e r s  must produce a  d e c l a r a t i o n  o f  exempt ions  from income 
t a x  t o  t h e i r  employer.  Wage e a r n e r s  a r e  r e q u i r e d  t o  make an income t a x  
d e c l a r a t i o n  a t  t h e  end o f  t h e  y e a r  showing t h e  d e t a i l s  o f  t h e i r  e a r n i n g s  and 
d e d u c t i o n s .  Very few a c t u a l l y  p r e p a r e  such  a d e c l a r a t i o n .  P r o f e s s i o n a l s  and 
s m a l l  b u s i n e s s e s  pay 1% of  t h e i r  es t imzi ted r e v e n u e  a s  t a x  a t  t h e  b e g i n n i n g  o f  
t h e  y e a r  ( t a x e  f o r f a i t a i r e ) .  

. F i n d i n g s  

Al though i t  would be p o s s i b l e  t o  m a i n t a i n  r e c o r d s  of  employer  t a x  
c o r l t r i b u t i o n s  on b e h a l f  o f  employees and r e c o n c i i e  t h e s e  a t  y e a r  end a g a i n s t  
f o r m a l  d e c l a r a t i o n s ,  t h i s  would n o t  b e  f e a s i b l e  a s  t h e r e  a r e  few 
d e c l a r a t i o n s .  A s i m i l a r  s i t u a t i o n  e x i s t s  f o r  p r o f e s s i o n a l s  and s m a l l  
b u s i n e s s e s .  The computer t h e r e f o r e  cou ld  o n l y  be used t o  r e c o r d  r e v e n u e s  and 
t a x e s  f o r  employees and s m a l l  b u s i n e s s e s  f o r  p u r p o s e s  o f  match ing  w i t h  o t h e r  
r e c o r d s .  

Bureau d e s  A f f a i r e s  Communales 

. D i s c u s s i o n  

There  a r e  70,000 p r o p e r t i e s  recorded  i n  t h e  r e a l  e s t a t e  book. P r o p e r t y  t a x  
i s  p a y a b l e  a n n u a l l y .  The t a x p a y e r  must a p p e a r  w i t h  a  copy o f  l a s t  y e a r ' s  
r e c e i p t  and p r e p a r e  a  d e c l a r a t i o n .  The i n s p e c t o r  c a l c u l a t e s  t h e  t a x  based on 
t h i s  d e c l a r a t i o n  and t h e  p r o p e r t y  owner t h e n  pays  and r e c e i v e s  a  r e c e i p t .  
Payment is  t h e n  recorded  i n  t h e  r e g i s t e r .  

. F i n d i n g s  

T h i s  a r e a  l e n d s  i t s e l f  t o  c o m p u t e r i z a t i o n .  A computer  sys tem c o u l d  be  used 
t o  m a i n t a i n  t h e  e v a l u a t i o n  r o l l ,  t o  p r e p a r e  a n  i n v o i c e  f o r  t h e  t a x  t o  be  p a i d  
and t o  m a i n t a i n  t h e  a c c o u n t s  r e c e i v a b l e  r e c o r d s .  
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Vehic le  R e g i s t r a t i o n  

Although t h e  a u t h o r  d id  no t  s t udy  t h i s  a r e a ,  i t  would appea r  t h a t  t h e  
computer could be used t o  p repa re  t h e  r e g i s t r a t i o n  documents and f o r  b i l l i n g  
purposes .  

Other  Areas of C o m ~ u t e r i z a t i o n  

Thus f a r ,  t h i s  r e p o r t  has  b r i e f l y  desc r ibed  p o s s i b l e  a r e a s  of c o m p u t e r i z a t i o n  
f o r  revenue c o l l e c t i o n .  No doubt  t h e  M i n i s t r y  of Finance could  b e n e f i t  from 
compu te r i za t i on  f o r  t h e  p r e p a r a t i o n  of budge t s ,  main tenance  of accoun t ing  
r e c o r d s  and f o r  p r e p a r a t i o n  of employee p a y r o l l  and c i v i l  s e r v i c e  r e c o r d s .  

V - HARDWARE STRATEGY 

Modern computer technology p rov ides  a  means of c a p t u r i n g  t r a n s a c t i o n s  a s  
c l o s e  t o  t h e i r  sou rce  a s  p o s s i b l e .  This  is done by means of a  v i d e o  d i s p l a y  
t e r m i n a l  VDT ( d i s p l a y  w i t h  an  a t t a c h e d  keyboard) .  The i n f o r m a t i o n  i s  t h e n  
e i t h e r  processed iminediately o r  s t o r e d  f o r  l a t t e r  p r ~ c e s s i n g .  The advantage  
of  p roces s ing  immediately ( r e f e r r e d  t o  a s  r e a l  t ime)  i s  t h a t  i t  pe rmi t s  e r r o r  
c o r r e c t i o n  01.1 t h e  spo t .  These types  of systems a r e  e a s i e r  t o  implement a s  
t h e  o p e r a t o r  o f  t h e  VDT can  be prompted t o  c o r r e c t  t h e  e r r o r .  Tne d a t a  c a n  
a l s o  be s t o r e d  f o r  l a t e r  p rocess ing  ( r e f e r r e d  t o  as b a t c h  p r o c e s s i n g )  which 
i s  u s e f u l  f o r  p r epa r ing  s t a t i s t i c a l  r e p o r t s  f o r  example. Modern computers  
a l s o  have t h e  c a p a b i l i t y  of p roces s ing  s e v e r a l  t a s k s  a t  t h e  same t ime t h u s  
p e r m i t t i n g  d i f f e r e n t  t e r m i n a l s  working on d i f f e r e n t  a p p l i c a t i o n s .  

I-fodern computer technology a l s o  makes a v a i l a b l e  sma l l  computers ( c a l l e d  micro 
o r  mini  computer) t o  l a r g e  computers ( c a l l e d  main f r ames ) .  The M i n i s t r y  
could  i n s t a l l  one computer w i th  s u f f i c i e n t  c a p a c i t y  t o  s e r v i c e  a l l  
o r g a n i z a t i o n  u n i t s  o r  i n s t a l l  s e v e r a l  sma l l  computers  each  t o  s e r v i c e  one 
u s e r  o r  a p p l i c a t i o n .  Based on t h i s  l i m i t e d  rev iew,  i t  i s  b e l i e v e d  t h a t  a 
s i n g l e  computer would be a  b e t t e r  s t r a t e g y  a t  l e a s t  t o  s t a r t .  It i s  b e l i e v e d  
t h a t  t h i s  i s  a  b e t t e r  approach because:  

f i l e s  must be i n t e g r a t e d  - one t axpaye r  f i l e .  S e v e r a l  
computers would imply s e v e r a l  f i l e s  which would r e p l i c a t e  
t h e  e x i s t i n g  s i t u a t i o n  a l b e i t  on a  computer;  

. t e c h n i c a l  s t a f f  should be pooled and t r a i n e d  on one system 
a s  t h e y  a r e  l i m i t e d  i n  HaSti ;  

i t  p rov ides  a  b e t t e r  o v e r a l l  s y n c h r o n i z a t i o n  of t h e  
development p l an .  

A t  t h i s  t ime ,  i t  i s  no t  p o s s i b l e  t o  be p r e c i s e  on t h e  s i z e  of t h e  computer 
needed a s  t h i s  could  o n l y  be  determined a f t e r  a  d e t a i l e d  d e f i n i t i o n  of  
r equ i r emen t s  and an e s t i m a t i o n  of p roces s ing  volumes which i s  normal ly  done 
d u r i n g  a  d e t a i l e d  f e a s i b i l i t y  s tudy .  
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V I  - CONSIDERATIONS I N  HAITI 

Equipment 

T h e r e  a r e  few compute r s  i n  H a S t i :  7 t o  10 min i -compute r s  and a b o u t  30 
micro-computers.  Very few of  t h e s e  u n i t s  o p e r a t e  t o  t h e  s a t i s f a c t i o n  o f  
u s e r s .  The main r e a s o n  f o r  t h i s  f a i l u r e  i s  t h e  a l m o s t  t o t a l  a b s e n c e  of  a  
p r o p e r  f e a s i b i l i t y  s t u d y  p r i o r  t o  a c q u i s i t i o n ,  s o  t h a t  i n s t e a d  o f  a c q u i r i n g  a 
computer  a c c o r d i n g  t o  n e e d s ,  t h e  needs  a r e  a d j u s t e d  t o  meet t h e  c a p a b i l i t y  of  
t h e  machine purchased .  Equipment ma in tenance  i s  a l s o  n o n - e x i s t e n t  f o r  a l l  
p r a c t i c a l  purposes  a l t h o u g h  t h i s  i s  chang ing  b e c a u s e  o f  t h e  compute r  
i n s t a l l a t i o n  a t  g l e c t r i c i t g  d l H a f t i .  

P e r s o n n e l  

The l a c k  of q u a l i f i e d  p e r s o n n e l  i n  H a S t i  i s  n o t  c o n d u c i v e  t o  computer  
development .  There  a r e  few competen t  and e x p e r i e n c e d  a n a l y s t s  and f e w e r  t h a n  
1 0  programmers w i t h  w a r t h w h i l e  e x p e r i e n c e .  T h e r e  i s  a need however and some 
w i l l  h a v e  t o  be  t r a i n e d .  

The H a S t i a n  I n s t i t u t e  of  S t a t i s t i c s  and D a t a  process in^ ( I H S I )  

By P r e s i d e n t i a l  d e c r e e  p u b l i s h e d  i n  t h e  M o n i t e u r  i n  March 1981, t h e  I l lSI  had  
t h e  m i s s i o n  of  c o o r d i n a t i n g  t h e  development  of  colnputers  and a p p l i c a t i o n s  i n  
HaTt i ,  e s p e c i a l l y  f o r  government a g e n c i e s  t h a t  would make u s e  o f  i t s  
s e r v i c e s .  The I n s t i t u t  i s  now s e t t i n g  up g e n e r a l  g u i d e l i n e s  f o r  t h e  
development  o f  computer  sys tem.  

The HaTt ian  E l e c t r i c i t v  Com~anv  (EDH) 

The E l e c t r i c i t G  d l H a i t i  h a s  embarqued i n  a c o m p u t e r i z a t i o n  program. It  was 
a b l e  t o  su r round  i t s e l f  w i t h  good t e c h n i c a l  a s s i s t a n c e  and competen t  H a I t i a n  
s t a f f  ( t r a i n e d  i n  t h e  Uni ted  S t a t e s )  t o  c a r r y  o t ~ t  t h e  l a r g e s t  c o l n p u t e r i z a t i o n  
p r o j e c t  y e t  u n d e r t a k e n  i n  HaSt i .  T h i s  p r o j e c t  i s  now w e l l  underway. 

V I I  - RECOMMENDATIONS 

T h i s  p r e l i m i n a r y  s t u d y  i d e n t i f i e d  a  number of a r e a s  t h a t  c o u l d  b e n e f i t  from 
c o m p u t e r i z a t i o n .  A d e t a i l e d  f e a s i b i l i t y  s t u d y  s h o u l d  b e  c o n d u c t e d  i n  o r d e r  
t o :  

. i d e n t i f y  e a c h  a p p l i c a t i o n  t o  be c o m p u t e r i z e d  a l o n g  w i t h  
i t s  j u s t i f i c a t i o n ;  

d e v e l o p  a g e n e r a l  d e s i g n  of  e a c h  a p p l i c a t i o n ;  

. e s t i m a t e  p r o c e s s i n g  volumes (volumes o f  t r a n s a c t i o n s ,  
r e c o r d s ,  e t c . ) ;  
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. e v a l u a t e  hardware a l t e r n a t i v e s  and d e f i n e  t h e  e x a c t  computer 
c o n f i g u r a t i o n  r e q u i r e d ;  

. develop an o r g a n i z a t i o n  p l an  s p e c i f y i n g  t h e  number and t y p e s  
of  people  t o  s t a f f  t h e  computer f u n c t i o n  a s  w e l l  a s  t h e  
l e v e l  of t e c h n i c a l  a s s i s t a n c e  r e q u i r e d ;  

. develop an  a p p l i c a t i o n  p l a n  t h a t  would s p e c i f y  when each  
. a p p l i c a t i o n  would be developed,  programmed and implemented 
and t h e  r e s o u r c e s  r e q u i r e d  (bo th  e x t e r n a l  t e c h n i c a l  a s s i s t a n c e  
and from w i t h i n  t h e  M i n i s t r y ) ;  

. i d e n t i f y / e v a l u a t e  t h e  a d m i n i s t r a t i v e  impact  r e :  

- changes i n  e x i s t i n g  procedures;  
- job r ea s s ignmen t s ;  
- t r a i n i n g  t o  be provided;  ' 

- m o d i f i c a t i o n s  r e q u i r e d  t o  e x i s t i n g  l aws ;  

. e v a l u a t e  t he  b e n e f i t s ;  

. develop  c o s t  e s t i m a t e s  f o r  t h e  whole p r o j e c t :  

- i n i t i a l  c o s t s  (hardware,  system s o f t w a r e ,  computer 
room, a i r  c o n d i t i o n i n g ,  power s u p p l y ,  a u x i l i a r y  
equipment and t e c h n i c a l  a s s i s t a n c e ) ;  

- on-going c o s t s  (maintenance,  s u p p l i e s ,  e t c  .) . 
V I I I  - TECHNICAL ASSISTANCE PLAN 

1) D e t a i l e d  F e a s i b i l i t y  Study 9 personfmonths 

- General  de s ign  of a p p l i c a t i o n s  
- Est imat ion  of  volumes 
- Eva lua t ion  of hardware a l t e r n a t i v e s  
- Development of  an  o r g a n i z a t i o n  p l a n  
- Development of a p p l i c a t i o n  p l an  - I d e n t i f i c a t i o n  of  a d m i n i s t r a t i v e  impact  
- Development of c o s t  e s t i m a t e s  
- Eva lua t ion  of b e n e f i t s  
- P r e s e n t a t i o n ,  r e p o r t ,  e t c .  
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2 )  Development of  D e t a i l e d  
F u n c t i o n a l  S p e c i f i c a t i o n s  

T h i s  s t e p  sho:ild be done b e f o r e  t h e  p r e p z r a t i o n  of  r e q u e s t  
f o r  p r o p o s a l s  i n  a c c o r d a n c e  w i t h  t h e  s t a n d a r d s  s e t  by t h c  
I n s t i t u t  HaSt ien  d e  S t a t i s t i q u e  e t  d l I n f o r m a t i q u e .  
Normally f u n c t i o n a l  s p e c i f i c a t i o n s  d e s c r i b e  f o r  e a c h  
a p p l i c a t i o n ,  Lhe f u n c t i o n  (manual o r  c o m p u t e r i z e d ) ,  t h e  
s o u r c e  documents and t r a n s a c t i o n s ,  r e p o r t s  produced and 
p r o c e s s i n g  s p e c i f i c a t i o n s .  

3 )  S e t  up Computer F u n c t i o n  7 pe r son /months  

- P r e p a r a t i o n  and i s s u e  o f  r e q u e s t  
f o r  p r o p o s a l s  f o r  hardware  

- E v a l u a t e  ha rdware  p r o p o s a l s  
- l lardware d e l i v e r y  and i n s t a l l a t i o n  
- P e r s o n n e l  s e a r c h  and t r a i n i n g  

4 )  Ccvelopmrnt of t e c h n i c a l  s p e c i f i c a t i o n s /  

- P i c h i e r  f i s c a l  n a t i o n a l  
- Customs a d m i d s t r a t i o n  
- E x c i s e  t a x  
- R8le  d e s  p a t e n t e s  
- Income t a x  
- Bureau d e s  A f f a i r e s  Conmunales 
- V e h i c l e  r e g i s t r a t i o n  


