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dépression. Between 1922 and 1928, the annual revenues increased B.2,681,743,18,
from B,5,103,196,.,42 to B.7,784,939;60. The revenues for 1929 will probably
exceed 3.8,000,000,00, which is the highest figure yet reached, These in-
crecased receipts were to some extent due to the révival in business activity
subsequent to 1923, but a more important factor was the general revision in the
tax strueture which oecurred in 1925, In that year the ad valorem duty on a
number of commodities was inecreased from 10 to 15 per cent, the specific duty
on liquor was inereased 20 per cent, and a number of articles were transferred
from ad vaiorem to the specifio list with increases in duty, ~ Consular fees were
raised at the same time from .9 per cent to 2 per cent,

A number of changes were also made in the internal tax structvre in
1985, The most important of these related to the taxes on liquors and on real
propertys In both ocases the method of taxation was changed, and the taxes were
inoreaseds  The so-called liquor impost was abandoned in favor of a stamp tax,
and & tax on the value of recal property was substituted for the tax on its income,

In the following pages the more important taxes will be disoussed in some
detail with reference to the methods of collection and possible changes in the
law, On theywhole, it may be said that present methods are subject to consid-
erable improvement, and a number of conerete suggestions will be offered with
this purpose in mind, 4 gtriet enforcement of the present tax lews should re-
sult in a considerable increasec in the revenues of the Republioc, (*)

The Customs Revenues and System of Collection (B)

The following table shows the distribution of the import duties for the

(*) A discussion of postal and telegraph revenues will be found in
another section of this Report.
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fiscal years 1927 and 1928y~

1927 1928
Ad Valorem duties B.1,388,034,32  B.1,428,421,80
Specific duties 1,195,448,54 1,323,815,36
- Parcel post duties 268,197,40 286,873,98
Consular fees 387,013,48 432,028, 74

B.3,238,693.74  B.3,471,139,88

In view of the importent place occupied by import duties in the national
revenue system, careful attention has been given to these duties and also to
the organization and methods of the customs service, The schedule is designea
for revenue purposes, but in a few instances a rate has been established with
aview to protecting sm industry of the country. The outstanding feature is
a blanket ad valorem tariff of 15 per cent on all articles entering the country
with the exception of approximately fifty articles- on which specific rates
are charged and five items which, besides the usual public policy exemptions,
are on the free list. A peyw schedule should be prepared, after a gsreful
study of the present rates and of the character and volume of entries., Con=-
gideration should be given (1) to placing on the free list or applying a

nominal tariff to articles of prime necessity to the great mass of the people,
particularly foodstuffs which the country cannot itself ppoduce; (2) to re-
taining for the purpose of.stimulating industry a tariff on agricultural
products which can be raised in the country and on articles manufactured from
native raw materials; and (3) to fixing the duties on luxuries in accordance
uiﬁh the prineciple of what the traffic will bear,

Specific duties should form the basis of the revised tariff scheduls,
ad valorem items being included only for articles to which specifie rates cammot
be applied practically. Experience in tariff administration has proven that
a system of speéific duties has several acdventages ovér the ad valorem plan,
namely, (1) it is more easily administered; (2) it contribgtes toward more

certeinty and uniformity in the imposition of cubtom duties, and (3) it lessens



309
o
the chances of success for unscrupulous iﬁportera.

Difificulty is experienced in the adminiatration of an ad valorem
schedule even under the best of conditions, for the proper determination of the
duty on éhyvimportation is dependent upon an acaurate‘appraisal., Commodity
appraisement is a highly specialized individual sérvico, and in large sountries
where importations are received in great volume individﬁal appréisera cover a
very limited group of related commodities, The effectiveness of theadministra-
tion of an ad valorem tariff may be said to be in direct ratio to the adequacy
. and efficiency of the appraisal force, It fdllaws that When, as in the case
of the City of Panems, all importations through that port, (which handles ap-
proximately sixty per cent of the entire countryiu imports), are appraised by
a single person, anyone may be pardoned for queationing the accuracy of the
appraisals as a whole. The inyestigator oannot escape the conviction that
prices indicated in commercial *invoices and importers' declarations are
accepted generally as the basis for the caleulation of the duty. It is not.
intended to reflect in this‘statement on the integrity or the ébility of the
appraiser of this poft, but onl& to make cle;r the fact that an effective
administration of tﬂe customs tariff cannot be hoped»for in the Republic of
Pgname under an ad valorem schedule when the volume of business is so small
as to require only one or two appraisers at a port; for these men cannot con-
ceivably be femiliar with the quﬁlities and prices of the thousand kinds of
commodities which entér the port monthlye

In the case of a specific schedule the commodities are classified and‘the
rates fixed by specialists after due consideration of the various economic
factors involved, The task of administration resolves itself then into the
proper determination of the classification in.the sqhedule which is applicable

to a particular commodity., This, however, does not mean that a xpgﬂific

schedule opératés automatically, It will still be necessary to have quali=-
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fied appraisers, fam@liar with materials; but a comprehensive~eliasification
of commodities will practically eliminate the guess-work in appraisal,.while
the esﬁablishmont of specific rates, except in a few instances, will reduce
to a minimm the number of eommodities with the prices of whish in various
markets the aépraisers will ha#e to be familiar,

A gpecific tariff schedule will also lessen the changes of success for
dishonest importers._ Such individuals defraud the Government by having
understatedin the commercial and consular invoices the prices of what they
import., Since the appraisers cannot possibly be familiar with the values of
all commodities, there is.a fair chence that an understated valuatién will
paes without being detecteds In so far as duties aie mede speoific; the
prices of commodities will, of course, no longer be a factor in the determina-
tion of the duty on the majority of importationse

Organization of the Customs Service, (B)

h@ the present time Fhe various functions of this service are distributed
among & number of individual offices and there is no eentral control of their
agtivities except such és is exercised incidentally by the Seceion de Ingresos
of the Department of Finance and Treasury in its audit of liquidations, The
appraisers and liquidators at the various ports and in the post offices are
virtually indépendent officials and the same is true of the port captains ‘
of the Resguardo Haéionll (Hatidnal Custems). The remddy for this situaw=
tion is to consolidate in one bureau all functions connected with the collection
of cugtoms duties and to place them under an Administrator General of Gus-i
toms,  If the oustoms service of the Republic is to attain a maximum effiw-
eiency, the first step necessary is to appoint a well qualified man to this

position and give him a free hand in consolidating and reorganizing the

present service,
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Perhaps the mogt glaringdefect in the present system is to be found
in the method of appraising the value of imports, Complete and accurate
appraisal is especially important under a tariff schedule which provides
one half §f the customs revenue from ad valorem duties, At present only a
part of the merchandise is acﬁually éxamined by the appraisers, and con=-
sequently in many instances the appraisal amountsto little more than a compars
ison 6f the deelaration with the consular invoice and the bill of lading;
Imports on whi#h specific duties are levied should be counted, weighed or
gauged according to the nature of the commodity. Imports subject to ad
valorem duties should be examined and appraised with special care, because

*we have reason to believe that in many ocases they are now undervalued, In
this connection the liquidation form should provide a colum for clagsifica-
tion of merchandise with a statement of the paragraph of the law uhde;?%ﬁg
clagsification falls,

The appraisers of Panama and Colon are undoubtédly overworked, and, even
if they so desired, it would be a physical impossibility for them to examine
the large volume of imports which enter their ports. Furthermore, the govern-
ment warehouses at both of these places are totally inadequate for customs
purposes. Not only are‘they too small but they are insgecurs for the storags
of valuable merchandise, It is therefore recommended that new customs houses
be constructed at Panama and Coion adjoining the railroad station. These
buildings should be large enough to serve as bonded varehouses for the storage
of all merchandise now held in bond, This will make possible the abolition of
the private banded warehousés which are diffiecult to control even under the
most favorable conditions,

There are customs jpguards at the various ports whose duty it 1is to pre-
vent smuggling, The Canal Zone oustoms service also co-operates with the

Republic to this end by retaining custody of all merchandise discharged at
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Cristobal and Ba;boa and destined to persons and'firms in Panema unbtil
submission of the necessary pepers from Panaman officials shows that the duty
has been paids, But there is no organized effort to é}event or detect suog
frauds as are perpetrated in the course of a transaction, especially the
undervaluation of‘imports. Thefe is little doubt that considerable revenue
is lost on this account at the present time, although it is impossible to
make an estimate of the exact amount, In our opinion a smell force of in-
spectoré should therefore be provided for the prevention of such frauds on the
customs revenue as false declaration upon entfy of merchandise, illegalynith- :
drawal of merchandise from bonded warehouses,.and for the investigation of
drawbeck claims and allowances and bribing of customs officers. The authority
of these inspectors should also cover smuggling, |

The inspectors might also serve as instructors of the oustamé appraisers
and liquidators, These latter officials constitute the most important unit
in the cﬁstoms servioce, since they must examine and classify, for the purpose
of collecting the customs duties, all merchandise entering the countrye Ine
experienced or othe;wise inefficient appraisers and liquidators may easily cause
;vserious diminution in the oustoms révenué. In order that the ﬁork of exam=
ination and appraisal ma& be performed efficiently, appraisers and liquidators
must be trained téchgically both inthe mercantile arts and in customs'lgw and
procedure, | And officials possessing these qualifications should be adequately
compenaated for the iﬁportant duties whioh they must perform,

As a first step in the instruction of customs officers, a complete set
of rules and regulations should be published in one volume, Deaisionf of the
Secretary of Finance and Treasury on appeal cases should also be published
weekly and distributed to all custom houses in the Republice

Internal Revenues (B)

Organization {C)

e e a o s o memtralized arcanization for the collection



of the intermal revenues of the country. The administration of the liquor tax

is entrusted to the Administracion del Impuesto de Licores, which isslso respons=

ible for the operation of markets and wharves and the énforcement of the stamp
taxes. The real estate tax is assessed by another section of the Department
of Finance and Treasury called ﬁhe Direccion General de Catastro. The
Seccion de Ingresos administers a number of miscellaneous taxes including
those on gasoline, inheritances, pearl fisheries, mines, exchange houses, and
steamnship companies,
Effective administration of the various internal -taxes requires adequate=

ly centralized control. It is, therecfore, récommended thet these thres

- divisions of the Department of Finance and Treasury be consolidated into one
Bureau of Internal Revenue in charge of an Administrator General; The man
chosen for fhis important position should have a thorough knowledge of taxation
principles and methods and should possess demonstrated executive ability, He
should be given the power to appoint or dismiss any official in his serviece
subject only to the approvel of the President and to introduce any changes in
organization and methods which he may consider necessary. Only in this way
will it be possible to secure adequate direction and control of the internal
tax administration of the Republic,

Liguor Taxes, (C)

The various taxes on the manufacture and sale of ligquor are the largest
single source of internal revenue in the Republic., In the fiscal year 1928
they representeé Lotal collections of B,1,478,641,57 which was 41 per cent of
the internal revenue for onc year,

A thorough examination of the . dministration of the liquor taxes would
require more time than we could give to it, but our survey indicates that
considerable revenue from this source is now lost to the Government, and could

be recovered by proper enforcement of the law, To achieve this end the
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liquor administration must be divorced from politics, As a first step in
this direction the present force of inspectors should be reorganized from top
to bottom, Incompetent members of the force and members of questionable
associations should be dismissed and repleaced by inspectors whose diligence
and fidelity are above question, and at salaries which will make it possible
for them to live decent lives and resist the temptations to which they may be
subjected by unscrupulous manufacturers, And finelly, violators of the liquor
laws should be prosecuted vigorously no metter what influence they may be able
to command,, If such a program is adépted and put into effect, there is little
doubt that the revenue from the liquor taxes will be increased appreciably,

The system which has been adopted for the control of the menufacture and
sale of liquors seems to embody all the egssential elements for the protection
of the revenue, provided it is properly enforced. No distillery or factory
is allowed to operate without a permit and an inspector is assigned to every
plant, All alcbhol is measured by scaled meters and none of it can be with-
drawn from the govermment warehouse until it has meen rectified and the tax paid,
Finally the manufactured liquor is not permitted to leave the factory until stamps
have been affixed to the bottles and cancelled by the inspector. Detailed re=
cords of menufacture and sale are roquired in all cases and periodicalvreports
must be submitted to the headquarters office of the liquor administrationﬂ
It is probable that this system could be simplified and improved in & number
of details, but, in general, it seems adequate for the purpgse which it is inw
tended to serve,

One improvement which suggests itself is the transfer of the rectification
plant, which is now an independent unit, to the new Bureau of Internal Revenue,
In this was a better control will be secured of the aleohol in ité passage from

the government warehouse to the rectification plant and back again to the ware=

house,



The only specific suggestion which we have to offer in connection with
the tax on establishmdnts which sell liquor at retail is that the tax be col=-
lected in advance and quarterly instead of monthly., This will reduce con-
siderably the work of collecting this tax not only in the liquor administra=-
tion office but also in the Bancé Nactional and the Office of the Fiscal Agent,

Real Property Tax (Immuebles) (B)

The responsibility for the appraisal of real property should be central=-
ized under the control of the Bﬁroau of Internal Revenue by transfer to it of
the Direction de Catastro. The Bureau of Intermnal Revenue should also be
empowered bto aecquire the assistance of existing agencies ﬁhréughout the Republic
and to employ such experts as may be neccssary for the purnoseof appraising
lands and buildings because this is a task whieh requires expett professional
qualifications, The Government should therefore appoint to the responsible
positions of assessor only men of high character and broad experience and should
pay them salaries commensurate with the technieal and administrative qualifica-
tions demanded. If given gufficient authority and proper backing such men
should be able to perform their duties unhampered by loeal or partisan influences.

The tax on land and buildings is socond only to the liquor taxes as a
source of internal revenue. In the fiscal year 1928 the collections from
this tax amounted to B,353,197.16 representing about 10 per cent of the
internal revenue,

There is 1little doubt that the revenue from the recal e state tax could
be increased without any change in the present rate of B,5.,00 per B.1,000 of ,
‘the full value by a more completc assessment of the land and buildings in the
Republic, The present Director of the Catastro who is also the ohief
assessor has made a good beginuning in organizing his office and in setting
up the machinery of assessment, But the fundamental records neccssary for

his purpose are incomplete. According to our information no general land
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survey ever has been made either by the national government or the municipal-
ities, Consequently the assessor does not have the maps and plats which
would enable him to determine with certainty that all properties have been
included in his assessment,

All Transfers of proerty are reported weekly by the Registro Pubiico
to the assessor, who makes the necessary echanges in his records. But no
systematic report is received from the municipalities of the construction of
new houses or additional to old houses, - And the Administracion de Tierras
makes grants of public lands without reporting them to the .assessor,

The determination of the wvalue of land and building; is the most ime
portant task of the assessor, Since all deeds are required to contain im
the true consideration, he is able to keep inf'ormed of fluetuations in the
real estate market, Even if true conslderations were stated in the deeds,
which is not always the case, these values would not help much in the assess~
ment of inactive parcels of real estate, The assessor is therefore compelled
to depend upon such collateral information as he is able to gather from real
estate agents and builders, The alcaldes in the various districts could un-
doubtedly render considerable assistance to the assessor in this conneotion by
reporting regularly upon transactions in the local real estate markets both as
to lands and buildings.

At the present time lands and buildings are not assessed separately except
when they belong to different individudls, In our opinion the soparate assess-
ment of lands and buildings should gradaully be extended to include all property
in cities. This is an essential feature of any up~to-date system of urben real
property taxation, The problem of valuation is so compliecated that ié becomes
necessary to broak it wp into'its components, which, in the case of urben
property are the land and the building or other improvement on it. The analysis

of value if facilitated by the distinction between site value in the case of
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lend, and the cost of construction in the case of buildings, with proper
allowances for different standards of construction and for depreciation,

The law governing the texation of real property provides for thé
exemption of land and buildings owned by government, religious ané charitable.
organizations. A1lbsuoh propérty should be entered on the tax lists even
though it is not subject to tax, Only in this way is it possible to secure
the inclﬁsion of all taiable property on the rolls,

Unfortunately no distribution is made of colleections from the real
estate tax aocording to the year of assessment, Gonséquently no record
is available of the‘annual amounts which remain uncellected, However, the
actual collections during the last year compered favorably with.the agsessments
for the same yeér.- But a striocter enforcement of the penalty ppovisions of the
law would undoubtedly result in inoreased ccllections,

,Present Real Property Tax Rate (¢)

L]

An annual tax on all real property throughout the Republic at the rate
of B.5.00 s thousand on fair value is now in effect in accordance with'the
provisions of L;w 29 of 1925, Properties fmlued at less than five hun@red
balboas are exempt from the payment of the tax, as of course are prbperﬁies
‘owned by the nation, also properties owned by municipalities and those used
.fof religious and charitable purposes.

The law provides that uncultivated rural lands shall be subject to =
progressive suréharge, as follows: |

First one hundred hecteres = - = = = = = = ten cents per hectare
Next four » " R £ifteen oents per heotare
" Pive " L I » - mom
All over the first thousand hectares = - - thirty cents per hectare
This surcharge never has been levied. Law 39 of 1925 provided that
application of it should be postponed until January 1, 1927, when 25 per cent
of it was to be made effective, - After that at the beginning of each two-year

period an additional 25 per cent was to be levied until in January 1, 1932 the



Y .
3?95( S5,

entire surcharge would be collected, At the same ‘time this law gave the Exeunuw
tive the power to extend the above pefiods one or more times, and by virtgn‘of
this provision,'the effective date of thé initial charge has been regularly
postponed, |

The real estate tax as itkexista today in the Republgc of Panema is
essentiaily sound, Experiense in tax administration has proven conclusively
that the.capital valuation basis of taxing real propgrtj is the only pfactical
one, In fact, the present tax was adopted by the Republic only after a
number of unfortunate experiences with other methods of real property texation,
notably the annual fentgl plan and the plan whicﬁ makes the areé of the property
rather than its value the determining tax faector.

The surcharge feature of the law is aimed at land-holding for the “umearned
increment,® the intentién being to foree such holdings upon the market ér into
use, There might be some‘juétification fof such legislation if land~holders
were obstructing the development of the country by withholding these iands from
settlement, but there is no reason for thinking that this is the case, The
Government still owns large areas which it offers for sale on eagy terms or
actually gives to settlers, Until there is a possibility of selling'iands
at fair prices, considering taxes paid in the past, legislation whieh w&u1d
penalize the holders would be confisoatory and unjuste Doubtless this is the
reason why the surcharge has not been made effective,

The real property tax rate of B.5,00 a thousand of fair value is one
which iﬁ most countries would be considered a nominal_one. It is believed
thet a rate of B,10,00 a thousand upon produetive property would not be too
great a burden on thse tax«payors, and it is recommended, therefore, that, in
the revision of the revenue system, looking toward reduetion of import duties,
consideration should be given tomthe gradual increase of the real property tax

rate, In view, however, of the fact that a great portion of the rurel lands
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are at present both wunproductive and unsaleble, we are not disposed to urge

en inerease of taxation upon such lands at the present time,

We believe that the real estate tax should form the backbone of the

direct system of taxation of the Republic. It is comparatively easy fo
administer and it has been in operation in the country in one form or another

for a sufficient length of time to have become established as a customary
contribution toward the support of the Governments

Tax on Inheritances and Gifts (B)

This tax produces an insignificant revenue, notwithstanding substantial
rates and the low exemption vdalue of B,500,00., The average annual return from
this source during the past five years was only about B.12,500,00,. These re-
sults may be taken as illustrating the diffioulties attending the application
of tax legislation where information as to the property to be taxed is not
readily obtained, However, enforcement should be easier than in the case of
an income tax,

Apparently there is a lack of direct responsibility for the administration
of thelaw, It is provided that estates shall be appraised by two experts, one
of them shall be appointed by the Chief of the Revenue Section and the other by
the persons interested in the estate, The Executive is also empoweréd,'if the
amount of the inheritance Justifies it, to appoint a special attorney to repre-
sent the Treasury at all hearings held for the administration of the estate,

The law doés not establish definitely the responsibility of the Chief of the
Revenue Section in the appraisal of estates, nor, for that matter, tge responsi-
bility of eny other government offiéial. 'The appraisal is made by the Court
on the strength of the reports of the appraisers,

We believe that the office of the Administrator General of Internal Revenue,
the creation of which is recommended in another part of this Report, should have

the endorcement of this law. The regular appraisers should be attached to that
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office, and in such cases where special expert talent is required it should

be procured by the Administrator General of Internal Revenue, The right of

appeal should exist from the findings of the Administrator General to the courts,
A tax of this kind is maintained in nearly all countries and is generally

approved, The workings of thellaw should be studied with a view to making the

measure more effective. Probably more revenue would be obtained if the tax

was loﬁera

Slaughter of Cattle (Deguello de Ganado) (B)

he tex on the slaughter of Qattle as a source of internal revenue is
sccond only to the real estate tax, amounting in the fiscal year 1928 to
B,231, 249, 46, Formerly, cattle were taxed annually as moveable property -
(semovientes) but the difficulty of checking up on the number owned by each
tax-payer resulted in the abandonment of this form of teax in favor of a tax levied
at the time of slaughter,

It is probably true that a considerable number of cattle are being slaughter-
ed without payment of the tax, especially inthe interior. The alcaldes can
prevent such losses by refusing to issue permits.for slaughter untilthe tax s
been paid and by insisting that all cattle be slaughtered in one place under
the supervision of the local police.

Stamp Taxes (B)

There are threec classes of stamp taxes included in this classification,

" namely, stamped paper, documentary stamps, and stamps on certain imported
articles including perfumes, soap, cdible pastes, liquors, cigars and cigarettes.
Ini' the fiscal year 1928 the total revenues from stampantaxes was B,271,408,88,

It is estimated that less than B.lOOgOOOQQO of this amount represents receipts
from stamped paper and documentary stamps. The remainder is derived from the
stamp taxes on imports, the chief of which are liquors and éigarettes.

It should be noted that these stamp taxes on imported articles are in
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addition to the regular import duties., They are considered in the light of con=
sunption taxes on luxuries and therefore are classified as internal revenue.
But, strictly speaking, they are import duties and would have been clasgsified

a; such in the statement of revenues accompanying this Report, if a segrega-
tion of them had been possible,

We recommend that the stamp taxes be revised in connection with a revision
of the import duties. Stamp taxes should be established on the basis (1) of
fees to the Government on account of servieces rendered to the tax-payer, and
(2), of charges by the Government against the tax-payer on account of the regu-
lation ofparticular transactions,

Stamp taxes on imported articles should be disecontinued entirely, for
they are in effeclt simply adcitions to the import duties which require independent
action and thus increase the cost of administration of the customs, Thé rate
fixed in the tariff schedule for any article should constitute the entire im~
port dutye

The stamp tax law requires that certain official instruments be prepared
on stamped paper, Such insbruments include petitions or requests submitted
to public officials other than the Judieial Power, protocols of notaries and
oﬁpies and certifications which they may issue of actions or documents executed
before them, wills, documents addrecssed by private individuals to judieial
officials in civil suits, ete. Documentary stamps are required to be affixed
to ¢ ertain specified documents, which relate for the most part to matters sub-
jeot to the jurisdietion of the Republic. At the same time, however, a large
number of documents representing private transactioms, which cannot be controlled
eff'ectively by the Government, are subjeet to the stamp tax, sﬁch as receipts
for house rents, checks, sight drafts, time drafts, general commercial receipts,
etc,

We believe that the requirement that stamped paper be used for official



instruments and that stamps be affixed to documents relating to matters over
which the Republic has jurisdiction is a good one, for it establishes a fee
schedule for minor services rendered by the Government, permits the regulation
by the Government of certain activities of a public nature, and produces a
substantial amount of incidentai revenue, Howevgr, the stamp taxes on private
transactions belpng in the category of "Nﬁisance“ taxes, for which the cost of

effective administration probably would be greater than the revenue,

Miscellaneous Paxes (B)

At the present time there are a number of miscellaneous taxes for the col-'
lection of which the Seccion de Ingresos is responsible, These include the
taxes on gasoline, inheritances, pearl fisheries, mines, exchange houses and
the production of sugar,

The Seccion de Ingresos is also the auditing sgotion of the Fiscal Agent's
Office at the present time and likewise has custody of the Treasury stocks of
sealed paper, documentary stamps, and revenue stamps, including customs stamps
on imported liquor and tobacco, but not internai revenue stamps on liquor, As
previously suggested, the audit funetion of the Seccion de Ingresos should be
transferred to the proposed Office of the Comptroller General, The custody of
the stamps mentioned above should at the same time be transferred to the immediate
office of the.Secretary of Finance and Treasury. This office would then be
responsible for the safekeeping of all such stamps and the issue of them to the
Banco Nacional.

A section of Hiscellaneous Revenues in the Bureau of Internal Revenues
should be created to take over the duties now performed in this connection by
the Seccion de Ingresos, & section of this character created especially for
the purpose of supervising the collection of imiscellaneous revenues should bring

about a better administration of the minor tax laws and increase materially the

receipts therefrom,
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National Lottery (B)

The National Lottery of Benéficence has been of great aid to the Treasury.
Through it the Treasury has been able to apply to other purposes certain funds
which had bmmx formerly been employed in the form of subventions to hospitals,
asy;ums, hospices and chariteble institutions of every kind, The revenues
from this source have almost doubled in eight yeafs, and in the fiscal year
1928 amounted to over half e million balboas after deduction of all'expenses.

‘ The following quotation frem the report of the Secretary of Flnanee and
Treasury for 1922 seems to express the attitude of the Republic toward the

lottery: the . _

"During / last forty years the country has grown sceustomed to
this form of tribute which is borne voluntarily and deliberately by
those Who render it, and if its suppression should be decreed it
would only serve to flood the country with foreign lottery tiekets
which would be easily introdused and eagerly purchased, The system
established works with absolute regularity and thus far there has
mnot been the slightest compleint made against the fairness of the
drawings or the honesty of those charged with the management of the
business,”

Collection Methods (B)

In each province of the Republic there is an executive judée (Juex
executor) who éots as a collector of internal revenue, He is assisted by
& number of essistant collectors in the various districts of his province,

There is no adequate control fover these collectors et the present time,
Collections ére not deposited regularly bynthem énd their aooounté are audited
only at infrequent intervals, 'Serious defalcations have oscyrred on sévéral
occasions, and the offenders have usually escaped punishment,

In order that there may be proper suﬁervisien of the ooileotors and
that pf;mpt and complete deposit of‘gll their collections may be agsured, it
is recommended that they be placed ﬁnder the Bureau of Internal Revenue,

Thé& should be required to keep detailed accounés and to make periadicai reports
which should be regularly audited, To protect the Govermment against loss the

collectors should also be bonded preferably by surety companies rather than by
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personal sureties, - And defaulters should be rigorouﬁly prosecuted and dis-
missed from the service,

At the present time collectors do not receive a regular salary but are
compensated by payment of a percentage of the collections which they make,

It is contended that the eémmission bagis of compensating coliectora affords
an incentive for their work which would be lacking if they reoeifed a flat
salary, Nevertheless, we are of the opinion that it would cost the ga&ern-
ment less to make its collections if collectorx were placed on a salary basis
provided they are properly supervised and controlled by the Bureau of Internal
Revenue as suggested above,

Summary (B)

We recommend that the Govermment of the Republie adopt a policy in
connection with its revenue system off(l) gradually reducing fhe import duties as
the state of tbe Treasury will permit, with the exception of those on liquors
and tobaccos, (2) of establishing =a comprehensive specific tariff gchedule, (3)
of gradualiy increasing the resl property tax,

Furthermors, thattthere shall be created in the Deparfment of Finance
and Treaaufy & Bureau of Customs and & Bureau of Interﬁal Re'venue érespribing
in some detail the authority of each as well as the scope of its organization,
The President should appoint as head Qf each of thesebureaus an Administrador
General of the highest attainments-and the broadest experience obtainable for
the positions. These officials should be given suffi&ient authority and back-
4ng to carry through the work of housecieaning and reorganization‘unhampered by
personai or partisan influences. Empldyees if not known to be of uwnimpeachable
character should be sumarily dismissed and replaced by properly qualifiéd men
at salaries that will hold them in the pﬁblic'aervice. Finally, adequate of=-
fice and warehouse facilities should be provided in addition telall necessary

technical aids for the work of appraisal and assessments
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DETATLGD DBISOUL

“e wish novw to exsalne 1 doball the exnendltures amade by the sevearal
denartments of the government, indicating those places where we beliove
apprecisble sanvinss in the cost of trensacting the ordinury operations of the

government m 2 made.

NATEON L \ESEBLY ()

The members of the lalional Assemnbly recelve o selery of B.260.00 a month
for ench month bthey are in session. In addition to this smount they receive
Ba400.00 at Lhe bepinning of ench rerulur or exiraordinary session for sxponses

'

The denutiss sre in repuler session for three months and have ihe power to

enll thessalves into session for nn add 1 pnerind of ons month. Since

on lasts for four wonths the agrrezete anount rsceived by each

ude

nearly every s2ss
deputy is B.1,400.00 per scssion. If exireordin:ry sessions are ceulled, which
occhsionslly honnens, the deoulles roceive ihelr soiwries for the period they are

in session nnd in addition the 5.400.00 sllovance for expouses (grnstos de

representacion). The net result is that cach depuly ordinarily receives in
ganlnries snd coxpenses from Baf,000.00 bo B.E,500.00 from the public treasury for
the four yerrs he is in office.

Since the depulics can obtein extra pay by delaying the trauszction of their
business, or by forcirn- o1 oxtrs s@ssioﬁ, it would not bo umatural for them to
adopt dilotory Laeuies. This any necount in nert for the fuet that the Assembly
has not passed n budpet during the last ten yesrs. iho fiscul code provides
that the deouties shell receive only half of their salaries if they fail to pess
the budget within s presceribed time wfter it hus been preseated to them by the
President, but this orovision hus never beon mnde effoctive.

In our opninion, emensss of the lssembly might be more sccurately estimated,
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legislative business expedited aad a keener interest fostered on the part of the
deputies if they were placed on the buasis of a siruipht snnusl salary not
exceeding B.750.,00 a ysar.

Pl PraSIDGNCIAL (B)

The record ol coulingent expenses (gaslos imprevistos) of the office of the
Chief Ix .cutive estimutes the discrepancy which we have rceferred to as common in
the devartuents, between the budget estimates and actual expenditures., The budget

cstimates for contingent expenses snd for ihs actual expenditures are as follows:

Yoar Budget tstimate hetual Hxpenditures

1925-1925 #.16,120,00 B.45,004.82
1925=1527 3,000.00 40,G56.40

1227-1929 16,000.00 51,642,695

From the forepoing it may be seen that actual ex)enditures for contingent

expenses of the Sresident huve not ineressed unduly during the lusst three biennisl

periods but lua excii instance they are far out of line with the budget estimates.
to be

Such disereonancies as these ssem  to us / dostruetive of the authority and use-

fulness of lhe budpet sysiewns o submit thal us a metler of nublic poliey it

would be wiser uo increasc the estimwlos for Lhis office to u generous point and
“then hold strictly within such estimates than Lo set U et a low figure and

then sxreed thioo.

[BINCIRER) W O L T LY LlAET

JULIICE.(B)

s

The recent incrsese in tne number of provineisl ofiicers slculdes and their

seerctaries, ol corresidores a Lhelr assistants and the inereeses in their
salarlss sces to us uwnwarranced.

There hus been « varticularly noticeable inerewse ia iLhs acuounts devoled
Yo the paymeal of the sularies of corregldores. {one exsenditures for these

officers have inereased from wbout B.60,000 in the bicrnnium ending June $0, 1925

to an estimabted amount of 8,125,000 Tor the present bienniume. The lust ‘ssewbly
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svgsaed o luv ey 85 of 122 Bodvceesnsed We salarice of sroawineisd and

sunic pal ofiieors an aoyropale of Heol,200 & b wnndwae  Lothing thet ve have
bean sble to lewrn sbout tie pernorsl situzii-n seeus Lo justify this inerccged
expendiiure; nelthor inoresse of nooulsiion, wsst of livin:, or oi duvies sraigned
to corresidores.e @ doubt oven het thore is sny real need for the numbsr of

politissl subdivisions inte whizsh the eoumtry s et present divided.

“plise ‘rousetion iU}

5

7o inerzased one bhird since

3

g amounts exvendsd or »olice oroteetion &
Ghe blonnium of 18zZoe Turln the oo yoar period ending Junp 60, 1920 o otel

Por g0 lories end secericls Por tho solise denart-

oF Sel $ Qub 3 17272 wus

sionnlng camuns exneniod ves Bel,4835,108.28,

ment; 1n

and the ssitineied ewaoundiivarog aprosent blemndua =111 ke oboub B.1,000,000.00.

yald bo nseessorye

e do not uwandors wout

Ay U seRas o Us, iy o Lovewl o eonundiy. rimes socur vith

waneye foreible ol sovarasanl e Unknov,

and voliticsl seeurity ie 2ll soourcd.

w Cioomrandus eanve Uivisior foreliorisl de le Sonuablics de

‘e ootioe foroee in the “oapublic is Adlstrlibuted as {ollowsie
‘me of Aive off Inbwbitunts
Digirict Calicanen ~omiletlon per Joliceu.

SN i T A S TR LI RS T S

. B Y 98,080 191

Calon 106 68,260 HH8é
Bogns del Yoro 1) 27,239 B28
shiriqul 80 T3, 470 0o

soole ol 45,161 388

Versrane 4y 68,508 1420

Yy

e 58, B8 489

=6 Zlg0tid 806

11 10,728 876

309

446,198 298
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The nolice foree o uie eoublic of Fanaw. is ooneenlrsted chlefly in the

cities of runsas und Onlon. province of prrnawsa huog more than one-inlf the

.

total police force of the mnstion while it has slightly less than one-quarter of

the total population. Ihere would naturally be a higher prooortion of oolicemen
in Papame then elscowbere ln tne vepublic becsuse 1t 1s the sesl of the govern-

ment and the headwjuurlers ol lue oollice depurtuaente Yet 11 sBems 1o us thav lhe

proportion is unduly high in wae clvy of penwus, partleularly since the shore

police of the Ualted “tutes {leel und military police »f the United ttates

aray aesist materiuclly ia proserving pesce snd orders  ‘oreover, it is extreuely

difficult for criminal characters Lo pel lnto u aud almost impossible for

them to esespe. The noed for additlornal policsmen which is said to exist in ths
provinees should be et throuph tue Lrausfer of sone of the men now in the city
of pansame and nol by laoersasiny Lhe Yorce.

In our oapluaion the slze ol the police force eoauld be reduced by at lssst two

hundred policeaen wivanul iu uny way Jeopardizing public vesce sind order,

s snould ve eliminsted froaw the nolice force in the

recbionily nll of Lo

and golonse  UYhres bundred end sevenly-Iive policemen in the city

of Panome and sixty or soventy in Colon should be emple to police adequutely

1o view of Llhe expenso o3 ssintalnilc, smounted polleceuen we bolieve that s
drastic reduction should slso bs ande in the nwwoer of horses.e AL leust half of

the seventy-three horses now maintuined »L heavy exponse neo

Lhe oity of Panaun

should be solds & fevw additiounal sotoroyeles mil sd for policing the

tye Lizomeny instunces lhey would be equally

outlyin; suburbsn ssetions of the ol
as ef'{icient as wmounted policwmen, =nd cousidernoly less expensive.
The reasons for certaln otner incidental expenses of the police departument

should be revieved. “hot, for insitsice, 1s the need for » speeinl doctor and

asrters in the clty ol ransas

nurse for vhe nolice heuad

hospitals are close ov hend
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on record worlk about the volice headguarters?

Irn sumanry we feel that the Pslice Denartment can rexsonably be requested
to reduce its expenditures =zt least B.250,000 n year.

Tin JAIEL (Carcel iodels). (&)

fany instonces of the sunerlority of the goverument of Panama over that of
certain eities »nd countics of the United States could be eited but wc «know of
no place where such superiority is more strikingly enparent than in the new jail
in the ecity of Panomae This jail has been well planned and well bullt. It is
a fine oxample of the best modern thought in the matter of jail architecture und
provision for treactment of oriminals. The cells are all amply lighted and
ventilated; there is no overcrowding; the health of the inmates sppesrs tﬁbbe
well ruarded; and the discipline seens to be poode. This does not meszn, however,
that there is not yet considerable room for improvement before conditions sre
ideal in the Panams jaile Iho anthorities however sesm to understand what
remains to be done and ware doing 1t ns ranidly as possible.

“

bility of an important change. Ve

©

e would, however, emphasi;e the desira
disannrove of the way in which the funds allotted for the subsistence of the in-
mates of the jzil are mansged. It is the custom for the govermment to enter into
& contract with a private citizen for feedinﬁ iite prisoners in the Jeil., - The
contractor is allowed to charge the povermment,; up to = certein maximum, what it
costs him to feed the natiomal orisoners. FHe also receives from the municilpel
govermaent of the City of Pansma o flat fee of twenty-five cents a day for food
for sach prisoner who must be supnorted by the municipeality. The contractor is
pot required to do more than submit o superficial sccount of the materials and
food purchesed for the prisoners of the central governwent. There is no
nreseribed ration or supervision of the kind, quality and amount of food furnished
the prisoners. Yo deductioas are made for amounts ssved on nrisoners who purchnse
their ovn food. Convinecine »nroof of the oprofitableness of this contrect can be

found in the fuet thal the contractor receilves on an aversge of 30 cents o duy for
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each prisoner, although he 1s able to foed the municival prisoners at the rate
of 20 cents & day, and wlihough it costs the government only 41 cents & day per
cupita vo feed tne inmales and eaployees of feuto Tomas Hospitval whers the diet
is more liberal and of u higher guslity. iloreover, in the 31 cents = day peid
5t Santo Tomns Hospital the vost of solarles is included, whereas the.labor used
at Che Jjail for prevaring food is supplisd free Lo thoe coutractors,

o

We believe not only that this system is the source of loss to the government
but we think 1t wrong in principle. The government should mansge and operate

its own kitohen and mess at the jail and should purchuase all of the necessary
food and other supplies through the govermaent's purchasing oflicer (Scocion de
Comprnsg y Materivlesj. unly thus oasn thers be assurance thal eaeh prisoner
regeives proper food ai a falr cost. A direct spsropriastion should be made for
the subsistence of prisoners and the revenues received from the municipality for
feediny municipal prisoners should be covered into the treasurys Wherever similar
conditions exist elsewhers in the government organization they siould be changed
to confora: to the plen recommended hers.

PUBLIC RuGISIER (Registro Publico). (B)

ALl land titles end property desds must be recorded in the office of the
rublic Register befors they becoms wvalid and binding instruments. 4 fee is

chergad for euch repgistration. This is based wron tne velue of the oroperty

i

shown in *the deed or it is made in accordance with regulations vhich heve been
drevn un Lo cover gneelul cases.

®hile we feel that the regisiratiou of tlnese deeds is done sccurately and
neatly still we bulieve much curn be sccomplished toward roducing the expense of
this service., Verbatim handeopying of all instruments in bound books is not now
considered the most ecomomical method of recording. They could be copied more
expeditiously and neatly by means of & flai-bed typewriter designed to copy
direotly in bound books. This method is commonly followed slsewheres The

resulting record is psraansnt and olways lepible.



