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PARL I - STRATEGY AND POLICY




USAID/DR FY~1988/1989 ACLION PLAN

I, STRATEGY SUMMARY

The CuSS for the Dominican Republic was reviewed and approved by AID/W
in February 1986. Our development goal is to assist in developing sustained
and equitably distributed economic growth in the Dominican Republic. Target
beneflclaries of our program are the urban and rural poor. To achieve our
goal, USAID/DR ls following a strategy that supports the Dominican Republic's
recovery and growth through a private sector led expansion and diversification
of the country's ecconomic base. Speclfic objectives of this stratezy are as
follows:

A, Continued progress in implementing the GODR's ongoing economic
stablillzatlon program;

B. Expanded private investment In the industrial and agricultural
sectors, and tha development of a broader base of non—traditional exports;

c. Rapid diversification of tne agrlcultural sector into
noa-traditional crops with forelgn exchange earning potential; and

b, The promotlion of equitable economic growth as a means to improve
liviag standards, and provide lmproved access to needed health care and family
planning services by reinforcing the private sector's capacity to meet these
neads,

This scrategy focuses on the Jdevelopment of those productive sectors
which can best contribute to broadly-based self-sustaining growth. Increased
private sector investwment in agroindustry and free zone development, along
with a rapid diversification of the agricultural sector intc non-traditional
crops with export potential can maximize employment and incowme opportunities
for Dominican workers. 'This will enable Dominican citizens to procure
directly social services and other improvements in their standard of living
that they caannot now afford. Growth in the export-oriented industrial and
agricultural sectors will have a direct impact on increasing foreign exchange
earnings as well as domestic revenues. This will serve to maintajin economic
stablility, broaden the country's economic base, and attract the adlitional
investment necessary for sustained long-term growth. This strategy makes the
greatest possible use of domestic and foreign investwents in the private
sector. We are llmiting our Involvement in public sector programs because,
with the budzetary and political counstralnts they face and with their
continulng low level of efficlency and productivity, such programs will not
nave the rapid impact oo self-sustaining eaployuweant and income we wish to
promote.



Tha USALD strategy and 1988/1989 Action Plan are consistent with the
Agency's Strategic Plan = Blueprint for Development. AL the broadest
agcro—aconomic levels as well as within the sectors in which we are focusing,
we are concerned that the appropriate policy framewock be established thac
will ensure that our resocurces, as well as other investments, will accomplish
their intended purpose. Oungoing discussioas with government aad private
gsector leaders as well as conditionality with DA, ESF, PL-480 and local
currency resources help easure that nzeded policy cnanges are carried out.
Whila we are working with selected government {nstitutions, particularly at
the policy level, we are coacentrating on the private sector to channel AID
resources as well as to serve as the engine of growth within the econoamy. The
third Agency-wide approach to developmeant--techaoclozy research, developaent
aad transfer——ls an integral part of our program. We implement this approach
tnrough the development of non-traditional agricultural crops adaptable to the
Dominican Republic, through the provision of amore efficient and competitive
production technologies in the private industrial and energy sectors and
through more lanovatlive means of providing low cost, self-financing health
care, Finally, our program is focused on the development of self-sustaining
institutions that can carry out thelr development functions through user fees
or other self-financing sources. For example, project activities will result
in three private sector organizations in the araa of family planning services,
export and investument promotion, aand agribusiness development that will be
able to finance wuch or all of their services in the future through cost

recovery schemes without having to depend on continued AID or governmental
financing.

The USAID program is focused oan those elements of poverty with which the
Agency's Strategic Plan is wost coacerned. First, we are supporting efforts
that will create or increase productive and sustained eaploymeat within the
private sector, The greater individual income that results will enable poor
Dominicans to secure social aad other services that the public sactor cannot
afford to provide. Tnis should have a signlficant impact on the hunger
problem because maloutrition in the Dominican Republic is more a function of
income level than tue availability of food. However, in the short-term,
lomnediate measures must be taken to deal with tae current nigh rate of
malautrcition found in the country. Child survival and related efforts are
necded to carry the walnourished tihrouzh a critical period until the results
of loager term measures that deal wlth the basic causes of the problem are
felt. We will address other health probleas by attemptinz to make the large
and poorly financed publfic health system more efficient and better able to
provide services to those who cannot afford to secure tnem on their own. To
address the currently rising rate of infant mortality, we are using PVOs to
implement child survival interventions and to expand the availability of
potable water which is of crlitical importance ia lmproving family health. For

‘those who can afford to pay for minimum preventive and curative care, we will

help broaden the coverage and lower the cost of private health service
systems. We will also nelp the country reduce population growth by iancreasing
the availability of voluntary family planning services,

We have wmade a conscious decislon to emphasize the productive sectors in
our asslstance efforts In the Dominican Republlc and to move away from

asslstanee to Public Sector programs where our activitles would result in



increased recurrent cost burdens on already over—-taxed public sector

finances. In this regard, we will not be ianvolved In literacy and primary
education programs. We will not, however, discourage other donors from
engaging in such efforts to the extent that they involve cost-effectlive
education activities consistent with the goverament's ability to finance and
which fmprove the efficiency of the education systea., Our own human resources
development activities will be focused in those areas that will directly
support our efforts to generate broad-based acoanomic growth through
Jdevelopuwent of the country's private sector and diversification of its
agriculture.

Donor coordination is an area in which we operate effectively without
finding it necessary to resort to formal and structured weekly or monthly
donor meetings which all too often become a forum for self-congratulatorcy
speeches and which contribute little to the coordination of donor programs,
Because of the size of our program and our effective dialogue with the GODR,
we are normally consulted by other donors early in the course of developing
their projects or plaanning their programs. As a result, we are able to
exercise considerable influence over the direction of other donor programs
and, at the same time, have available to us the wost current inforwmation on
their activities when we plan and develop our own programs. In practice, the
consultative process has ziven us the opportunity to encourdze important other
donor investments in areas that cowmplement our programs. IBRD and IDB
projects in energy generation, ircigation, feeder roads, azribusiness credlt
and tourism developument are examples, Our ability to allocate AlD-generated
local currency to finaace the local costs of other donor activities provides
us with the leverage needed to assure the complementarity of these and other
programs. Even whea local currency financlng is not involved, though, tne
cooperation we offer in one sector carries over in the form of influence in
other sectors where we may have no direct financial involvement, We will
continue to support those other donor activities that are cost—effective, that
do not create recurring cost problems, tnat increase the afficiency of public
gector programs, and that do not lead to significant additional publlic sector
euployment.

Development Assistance levels have been set at $20.0 million in both
FY-1988 and FY~-1939, ESF levels of $35.0 million for FY-1988 and $30 million
for FY-1989 are projected as well as annual levels of $20,0 million for PL-480
Title I and $3.0 million for Title II in FY-1988 and FY-1989. Local currency
resources zenerated by PL-480 and ESF will finance activities supportive of
the AID strategy, with no less than 60% of these funds going directly to the
private sector., While the program levels proposed for the Actlion Plan period
represent increasas from our FY-1987 0YB, they are far below average levels
available to us during the previous three years; DA is down by 314, PL-480
Title I by 38%, and ESF by 40%4. We have heard the point made by some in
Washington that these cuts have been more than offset by tie special Section
416 allocation of agricultural commodities given the Dominican Republic as
compensation for deep cuts in its U.S. sugar quota. The point carrles little
weizht, however, in discussions with GODR officials who recognize quite
clearly that the two Section 416 allocations to the Dominican Republic of
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$24.5 million and $46.3 million will not nearly compensate for long-term
losses in future foreign exchangze earnings amounting to some $55 million each
year caused by the sugar quota reduction and for the larger investment program
now neaded to accelerate the couatry's efforts to diversify its agricultural
base away from sugar production. The present government correctly perceives,
and deeply resents, a significant overall reduction. from the levels of
assistdnce avallable to the previous government at the same time its
investment requirewmeats are being increased by forces it cannot control. The
net effect of such a reducticn goes far beyond cuts in project levels, local
currency avallabilities or sugar quotas. Qur ability to exert laverage on the
new Dominican government to encourage it to follow appropriate economic and
development policies has baen significantly lmpaired, especially so because
such cuts came [mmediately on the heels of its election. At the time when our
policy dialogue could have its greatest ifmpact, we have found ourselves short
of the tools necessary to pursue it effectively.

The capaclity to engage the new goverament in effective policy dialogue
is particularly Lmportant because our Action Plam strategy balances two
cruclal policy level objectives: (a) the need to maintain monetary discipline
under economlic stabilization without being 3o contractionary as to restrict
productive growth, and {b) the need to carry out structutral reforms and
aconomic program adjustments without provoking widespread dissatisfaction or
major social disruption. The proposed ESF, PL-480, and DA budzet levels are
probably less than what 1s needed to support the GODR in the austere policies
necessary for an effective econowmic stabilization program, and to ensure that
it will adopt the policles and reforms necessary co achieve longer term
growth., Any furthar reduction in program levels would endaanzer any remaining
influence we night have on the government's policy decisions during a period
winen critical streuctural economic adjustments amust be made to briangz the
country's econony out of a protracted Jecline.
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PART 1.C. - OVERVIEW OF PROGRESS TOWARDS ESTABLISHED GOAL3

—— e A bl it . —— - ———— 8 . —

USAID/DR's development goal, as outlined {n our approved CDSS, is to
assist the Dominican Republic achieve sustained, non—inflationary ecoaocamic
growth, and to assure an equitable dlstriburion of the benefits of that growth,

In support of this goal, our FY-1986 Action Plan objectives wece to
assuce countlnued economic stability, streagthen the private sector, promota
Jiversified exports, and Increase agricultural output of non-traditional
crops. Additional objectives, such as health and family planning, participaat
training, and productive infrastructure were established to complemeat the set
of core objectives.

Progress toward our development goal during CY 1986 and early 1987 and
anticipated results durlng the coming year are discussed below in terms of the
LAC Bureau's four major goals and the objectives that support them.

Goal No. l: Short-term Economic Stabilization

Qur policy dialogue and programmatic activities conrributed to the
restoration of economic stability during 1985 and eacrly 1986. This, in turn,
resulted in Increased investoc confidence and progress toward economic
recovery led by substantial increases in noun-traditional exports.

The Dominican Republic's recently elected leader, President Balaguer, 1is
commltted to accelerating the economic recovery underway when he took office
ia August 1986. He also has a Jdeeply felt commitment to respond to the
social/development needs of the rural farmer and, at the same time, protect
working class urban cousumers from burdensome increases in the cost of basic
necessities, such as food. Thus, while Balaguer recognizes the n=ed to
diversify exports and create additional employmeat opportunities through
{ncreased Lavestments in agribusiness, tourism, and free trade zones, and has
publicly expressed his intecest in encouraging foreizn lnvestmeat, he does not
necessarily share our confidence that the private sector can respond
adequately to the country's development imperatives without substantially
increased govecnment assistance and dicection.

Nevartheless, the government has recently taken a number of positive
actlions deslgned to stabillze financial structures and free up resources for
growth and development. In order to Eree up resources for an expanded public
sector investment program without expanding the money supply, the government
has substantially reduced ceutral govermmeat current speading through (1)
removal of central government opuerating subsidies to parastatals; (2) removal
of consumer subsidies on rice and other agricultural commodities; (3) removal
of INESPRE, the Price Stabilization Institute, from {its position as the
government's moaopoly rice trader; (4) elimination of nearly 6,000 permanent
and temporary civil service positions; and (5) extensive curtailment of
central government purchases of goods and services not directly related to
investmeat prlorities. The central government also recently withdrew RD$250



million from the nominal moaey supply by depositing Lt in special acecounts at
the Central Bank until aceded for specified investment projects.

The Monetary Board and the Central Bank also have taken measures to slow
the growth ia the money supply by imposing new marginal reserve requirements
on commercial bank Jeposits, registering and imposing reserve requirements on
previously unregulated finance houses, levying a 2% exchanze tax on import and
export transactlons, announcing a new Central Bank participation bond similar
to previously issued stabilization bonls, aad by tighter supervision of FIDE,
the Central Bank industrial crelit window, to assure compacibility of FIDE
lending activities with Dbroader mouctary policy objectives.

Unfortunately, there has aot been adeguate coordination of oveeall
fiscal and mounetary policies, nor is there full appreciation of the
medium-rerm cousequences of many recent actions. For example, the removal of
ceatral goverament subsidies to parastatals without implementation of price
ad justments to make their operations viable, does not remove the need for
subsidies and so CEA, the State Sugar Jorporation, has had to access their
resources from the Central Bank. The Agricultural Bank, now responsible for
rice marketiag, is 1In arreacs oa paymeats to millers and producers. CBE, the
electric company, 1s aot servicing debt. Even the central government, due teo
tne demands of an investment program not adejguately [inanced by current
savinzs and external resource flows, is uot fully servicing external debt.

The Central Bank is selectively making payments on external debt that
cannot be rescheduled, even if peso deposits are not made. During 1986, the
Centcal Bank paid $38 million of government debt service for wiiich peso
deposits were not received. An additional $200 million of schaduled debt
service, including Parils Club oblipgalions, was not paid, with the cxpectatlon
that rescheduling arrangements woull he negotiated Jduring 1987,

Even witin the improved coordination of fiscal and monctary measures now
being undertaken, the rescurces are simply not available to [mplement the
planned expansion of the public scctor investment program, service debt
obligations, and provide adequate finmcing for clficient import substitution
activities and private sector-led export growth. Near-term debt rescheduling
is, therefore, imperative. Prospects for an appropriate arrangement with the
Fund tnat could facilitate such a rescheduling ace, however, unctleac.

In the absence of a Fuad arrangement, aear-term debt reschaduling and
additional adjustmeut measures, we cxpect tiiat the country will be able to
grow 2%4-3% this year, but with inllation in a range of 20Z-30%, and continued
build-up of exteraal debt arrears. Prospects for next year are less
optimistic. The adjustments that aneced to be taken now to stabilize flnancial
structures and establish tihe couditions for capid, sustained growth are naot
large. If adjustmeat is postponed, however, Wwe would cxpect acceleratlng
inflarion and a widening of external and iaternal imbilances, with aew import
restrictions and exchange controls the likely sutcome. Growth would again
stop and aeeded adjustment would bocome increasingly difficult to implement.



On the other hand, the GODR is somewhat more optimistlec. 1Its economic
program for 1987 projects GDP growth in the range of 3-5%. Critical to the
success of the program is a tripliag of the central government's iavestment
budget, from RD$234 milllon to over RD$700 million. Additional capital
transfers on the order of RD$300 million are planned and could result in
totalcapital spending of RD$L billion or more. Over the medlum term, the GODR
anticipates that thelr strategy of substantially increased public sector
investmeat (dependeat, of course, on debt being rescheduled or repayments
simply belng suspended) coupled with elimination of bottlenecks in agriculture
will produce an average GDP growth rate on the order of 6.3%1 per year,

As noted above, we doubt that an Investmeat program of thils magnitude
can be executed this year. Were financing available, however, a program of
the order of RD$800 milllon could conceivably be implemented and, oan that
basis, GDP growth of 3% achieved. However, in the absence of increased
revenues, or near—term external debt reschaeduling, the main source of funding
would be indirect financing by the Central Bank by (1) not depositing the
pesos for external debt service, and (2) schemes for Central Bank financing of
public enterprises, such as the recently approved CEA land transfer, under
which the Central Bank advances pesos for CEA working capital requirements
against the value of the land when eventually sold. These are quasi~fiscal
expenditures, and have the same impact as deflcit financing; as such, they are
expansionary and limit the effectiveness of Central Bank monetary policiles
designed to slow the growth of monetary aggregates and stabilize financial
structures. Moreover, the spill-over into the external sector could
significantly worsen the country's balance of payments situatlon and lead to
accelerated depreclation of tue exchange rate. Resulting high iaflation, a
crowding out of the private sector in bldding for financial and real
resources, and a drying up of extermal flnancing sources would destroy
confidence and stop the economic recovery. Our policy dialogue this year will
be directed at preventing this outcome.

We will attempt to convince the authorities that it is imperative to
better coordinate overall fiscal and monetary policles, and to implement
additional policies that will position the country for near-term external debt
rescheduling and accelerated growth during 1988 aad 1989, Our recommendations
will be that the GODR:

1. Defer up to one—~third of planned 1987 capital speading until 1988;

2. Develop viable programs for financing the operatious of the
principal parastatals, such as the State Sugar Corporation and the electric
company, that will not involve quasi fiscal Central Bank involvement;

3. Make timely peso deposlts for external debt service, including
accumulated arrears whether or not the Ceatral Bank has the foreign exchange
for actual service;

4, Iasure that ESF and PL-480 local currency programming and
disbursement will take into account the impact of these programs on financial
stabilization objectives;
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3. Phase in a plan for central government compensation of the Central
Bank for losses resulting from service of previcusly rescheduled debt;

6. Improve tine effliclency of existing monetary policy instruments,
such as reserve requirements and Central Bank bonds issued for stabilization
purposes by {a) veducing or eliminating the credit allocation function of
reserve requirements, (b) specifying reserve requirements 1n terms of cash
deposits, and (¢) recognizing that the Central Bank's flduciary responsibility
to stabilize financial structures is more important than an institutional
austerity programj} accordingly, Central Bank bond 1ssues should be offerad,

independent of legal reserve requlirements, at market rates of Interest, so as
to assure placement;

7. Modify Monetary Board resolutions that requlre prior approval of

all foreign exchange payments and the fixing of a daily "official” exchange
rate that need not be the market rate;

8. Reafirm the GODR commitment to a unified, market-determined
exchange rate for all transactions, public and private; and

9. Collaborate with international fimancial institutions, including
bilateral lenders, to obtain near-term, comprehensive debt rescheduling.

Implementation of these measures {s cricical to anear-term stabilization
of financilal structures and maintaining coanfideace. The desiga of the overall
program should be directed at targeting a small decline in banking system
liabllities to the private sector during the year so as to contain inflation
to a range of 15-204., This will result {n a slow-down of credit to the
private secrtor and investment during 1987, and probably will not allow
achievement of 3-54 GDP zrowth targeted by the government-—we believe that 2%
growth is a feasible target under this scenarlio.

However, ilanvestment and growth can be expected to accelerate during 1988
and 1989, wich GDP growth 1in the range of 3-4%. With appropriate moanetary and
fiscal policies and strict institutlonal discipline withia the GODR, annual
growth of 5-6% per year by 1990 {s a reasonable uexpeccation.

Goal No. 2: Basic Structural Reforms Leading to Rapid and Sustained
Economic Growth,

Desplrte a hotly contested election campaign and the changeover to a aew
government that followed, significant structural reforms have been undertaken
by the GODR during the past eighteen months, many of them {n response to our
intensive policy dialogue during that period. A number of subsidles and price
controls were removed and export taxas and restrictions were eased. Steps
were taken to accelerate the diversification of the country's agriculture to
reduce dependency on sugar exports. Policlies were alopted to streamline
agricultural and industrial credit systems, promote exports and expand the
development of free trade zones. And the level of state latervention in the
marketing and distribution of basic commodities was sharply reduced.
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In response Lo provisions in our FY 1986 E£SF and Section 416 agreements
which establish targets for the diversification of State Sugar Corporation
{CEA) lands, the GODR 1n 1986 leased more than 20,000 hectares for
non-traditional agribusiness ventures. In addI?TEETuzﬁi GODR sought and
obtained legislation to permit the transfer of CEA land to the tourism
authority for eventual lease or sale to the private sector for development.
This 1s the first time that such sales of the country's “patrimony” has been
30 authorized and represents a significant step forward in efforts to
privatize government lands and place them into more productive uses.

Another significant action takea by the GODR as a result of our policy
dialogue was the removal from INESPRE, the giant Price Stabilization
Insticute, of functions related to the marketing and distribution of rice and
other basic food commodities and the ellmination of the government's consumer
subsidy on rice. INESPRE's monopoly control over the commoditles it traded -
especially cice ~ led to highly inefficient marketing practices. While the
GODR's action has resulted in a marked increase in the role of the private
sactor in the marketing of food commodlties, rice distribution was transferred
to the goverament's Agricultural Bank. Thus a major item on our policy
dialogue agenda for this year will be the transfer of all rice marketing

functions to the private sector where market forces can set production and
price levels,

Another area in which we were notably successful in 1986 was the
resolutioa of a dispute between the GODR and the Overseas Private Investment
Corporation (OPIC). The suspension by OPIC of investment guarantees, direct
loans and iavestor insurance for the Dominlican Republic was endangering our
efforcs to promote foreiga investwent as a means of expanding the growth of
the country's private sector. As a result of our intervention, a new private
sector loan guarantee fund backed by RD$30 million in AID-generated local
currency and RD$15 million in GODR rescurces was established and OPIC was able
to resume its program. Since resumption, the OPIC program has provided $40

million in loan guarantees, $1.6 million in direct loans and $143 million in
insurance registrations.

Structural change is apparent In a nuwmber of areas being assisted
through AID's Development Assistance accounts or local currency generations.
Particularly important have been significant inc¢reases in the outpur of
non-traditional agricultural crops. Agriculture in general suffered a 2.6%
decline in 1936, but wost of thils was suscained 1n such traditional crops as
sugar (down 10.8%) and rice (down 11.6%), while much of the slack was belng
taken up by gains in vegetable crops, llvestock and poulcry, pulses and root
crops. Also important was the number of new agricultural jobs created through
azricultural assistance efforts and collateral private sector development
programs, 1In agriculture alone, the equivalent of more than 8,000 new
full~-time jobs for both field-hands and outgrowers were created in 1986. This
was some 504 higher than targets set in last year's Action Plan.

Private sector and export development activitlies also contributed
strongly to progress under the AID program in the Dominican Republic. Again,
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the creation of new employmeat is one indfcator of such progress. We estimate
that the equivalent of socuwe 14,700 full-time jobs in agribusiness, small
industry and micro—enterprises, and free zone "draw-back” industries were
created by activities fully or partially funded by AID DA or local currency.
Non-traditional exports performed particularly well in 1986, In this
category, the value of non-free zone agricultural and industrlal exports,
targeted last year at $135 million exceeded $180 million, some 33% above
expectations and more tnan 50% above similar exports in 1985, 1In additlon,

the value of local inputs to free zone "draw-back"” lndustries increased some
25% to about $60 million.

During the coming year and on into the Action Plan period, we expect to
continue a strong policy dialogue with the GODR to achieve additional
structural reforms to promote rapid and sustained economic growth with
continued expansion of the private sector as the highest priority. The
Balaguer government's strong desire to alleviate the repaymeant burden of its
foreign debt provides us with one opportunity in this regard. GODR officials
have articulated policies favoring the debt/equity swaps several other Latin
American countries have employed successfully to reduce thelr foreign
commercial debt and lnerease private sector investment. Our objective will be
to get thesa publlic statements translated into established policles with a
firm plan for their implementation before the end of 1987. The plan would
provide the hasis for a FY 1988 project that will seek to leverage the
debt/equity swap mechanism into an additional means for encouraging
privatization of state—owned lands that can be converted to more productive
uses by the private sector,

Our policy dialogue agenda will also include measures to lacrease
exports by reforming GODR customs rules and procedures together with their
administration to reduce time lags and unnecessary expenses now belng
experienced by exporters. At the same time we will encourage the GODR to
revise and consolidate irs laws related to foreign ownership, investment and
profit remittances and to establish and publish a clear set of criteria for
private investment and for the transfer of state-ownad assets to the private
sector through sales or lease arrangemeats. As a part of this effort, we will
support a compreheansive program for the diversification of CEA (sugar) land
for alternative agricultural use and for other private sector activitles,

Goal No. 3: Wider Shariang of the Benefits of Growth

The wider sharing of the benefits of growth in the Domianican Republie
will come only over time. The main tnrust of our program is to establish the
conditions that will generate growth so that there will be beneflts to be
shared. However, we recognize that in a developing country such as the
Dominican Republic there are problems that simply cannot wait for growth to
provide the fmmeans for their solution. A child suffering from malnutrition is
lost forever if food does not reach him in time. If he survives the
malnutrition but falls victim to disease because he has oanly contamlnated
water to driank, he 1s still lost to his soclety. Conditlons that cthreaten
life or that degrade the quality of life available to the average citizen to
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the extent that hope fails, must be dealt with not only on humanitarian
grounds but because economic growtn 1s depandeat to a significant degree on
the vitality and aspirations of the society in which it takes place.

Much of our effort to assure a wider sharing of the benefits of growth
ceater on improving the quality and coverage of health services in the
Dominican Republic, reducing infant and child mortality rates and providing
increased access to family planning services. A major concern is that the
health status of children and infants appears to have deteriorated with the
decline begianing perhaps as early as 1980 or 1981, Recent data indicate
that, as economic conditions worsened from 1983 through 1985, the incidence of
malaoucrition fncreased as did rates of infant and child mortality. While we
continue to believe that the long—term scolution to such problems lies in the
employment/income generating strategy we have laid out in our CDSS, we are
responding to the urgent needs of those most vulnerable to disease and
malnutrition. The Child Survival Project to be initiated in FY 1987 will
offer life-saving interventlions to the country's at risk population through
existing public and private sector health delivery and feeding programs.
Projects already in our portfolic (Health Management Systems, Vector Control
and the CARE Rural Water Supply OPG) together with about $4 million equivalent
in local currency allocaclons, are also helping to alleviate the problems.

For example, CARE and Ministry of Health water projects have, since
1984, made potable water avallable to nearly 195,000 Dominicans in rural
communities, In addition, intensive Ilmuunizaticn programs have, to date,
protected well over half the country's children under age 3 against polio,
measles, diphtheria, tetanus and other contagious childhood diseases.

We are increasing our efforts to get the private sector more actively
involved Ln the delivery of health services, both preventive and curative., We
have for some time been in contact with local private health care associations
which have lndicated a strong desire for assistance to improve thelr
effectiveness and abiliry to provide healcth services to members. In 1985, we
were able to interest a U.S. health wmaintenance organization (HMO) in carrying
out a study of the feasibility of establishing a Dominlcan operation. We have
parcially financed the cost of the study which, if successful, will result in
the HMO making sigaificant investments in the Dominican Republic. This,
together with our proposed Self-Financing Health Care project, will test the
ability of the private sector to provide low cost, quality health services to
the working poor in a developing country.

The ¢ritical problem of rapid population growth is belng addressed with
AlD~funded assistance to both the Ministry of Health and the private family
planaing agency PROFAMILIA. As a result of thelr efforts, 50% of Dominican
couples now use some form of contraception at least part of the time. Among
women in the 'fertile age group (15-49 years), contraceptive prevalence had
reached 31X by 1986. Overall, the country's rate of natural population
increase has been reduced from nearly 3.3% in the late sixties to about 2,5%
today with a rate of 2.0% targeted for 1991, Our efforts are anow being
directed at lmproving data collection to evaluate program and management
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effectiveness, and at assisting family plannlng organlzations to become
largely self~supporting.

On our policy dialogue agenda for 1987 and 1988 are efforts to obtain
the commitment of the GODR to implement cost recovery schemes in Health
Sacretariat facilities to the exteat feaslble in order fo reduce the recurrent
cost burden of public sector health programs. At the same time, we will
continue efforts to improve the managemeat and effliciency of the Secretariat's
health delivery system and assure that needed manageéuwment and financial reforms
are iwmplemented. We will push to incorporate child survival Iinterventlons
into existing public and private sector health and feedlng programs to assure
as wide a distribution of the benefits of that effort as possible.

Human Resources Development projects funded by USAID/DR provide direct
support to other AID-financed activities in the Dominican Republic,
particularly those related to agricultural development and diversification and
private sector development and export promotioa. Accordingly, more than 3,050
Dominicans were trained in-country In business and related fields under
USAID/Human Resources Development projects during 1986, Emphasis is on
developing the institutional capacity within Dominlcan organizations to
determine the management and technical skllls needed by the country's private
sector and then to develop the currlcula requlred for trainlang Dominicans in
the requisite skills. Particlpant tralaing remains an important ool in
achieving overall program goals. Ia FY 1986 alone, 267 participants were In
training in the United States and in third countrles in areas supportive of
the overall Mission strategy. We are maklng a special effort te increase the
number of women benefitting from our participant trainlng program,
particularly under PTLIC. While progress in thls effort, to date, has been
modest (women's share of partlcipaant trainioz slots has increased by about 8%
since 1984), we expect a sigonificant increase in the proportion of women
participants during the Actlion Plan period.
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SUMMARY PROGRAM FUNDING TABLE

Dollar Program by Functional Account

(In $000)
Project Title and Number FY-1387 F{-1988 F{~1939
ARDN
Sub-Total 12,095+% 8,000 1,950
( Loan) 3,000 7,000 -
(Grant) 9,095 1,000 1,950
POPULALLONW
Sub-Total 1,850 950 50
(Loan) - - -
{Grant) 1,850 950 30
HEALTY
Sub-Total 4,355 1,950 6,350
(Loan) - - 5,000
{Grant) 4,355 1,950 1,350
EDUCATION
Sub-Total 2,400 2,850 2,080
(Loan) - - -
{Grant) 2,400 2,850 2,080
SELECTED DEVELOPMENT ACLIVITIES -
Sub-Total 800 6,250 9,570 - -
{Loan) - - 6,000
{Grant) 300 6,250 3,570
TOTAL DA%  21,500% 20,000 20,000
(Loan) 3,000 7,000 11,000
{Graant) _ 18,500 13,000 9,000
ECONOMIC SUPPORT FUND 19,835 35,000 30,000
{Loan) - - 1=
{Geant) 19,835 35,000 30,000
PL~480 '
Title I 12,900 20,000 20,000
Title LI 1,713 3,000 3,000
PROGRAM TOTAL e 55,948 73,000 73,000
* {ncludes 32,000 deob/reob, and $2,000 from Dairy Development from ALD/W

central funds.
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GOAL: BASIC STRUCTURAL REFORMS LEADING TO

RAPID AND SUSTAINED ECONOMIC GROWTH
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PART 1I1.B.l.a.

COUNTRY: Dominican Republic

OBJECTIVE: No, 10 - Reduce Infant and Child Mortality

PROJECT: WNo. 517-0239 - Child Survival

APPROPRIATION ACCOUNT AND CATEGORY: DA/CS

FUNCITONAL ACCOUNT: 104

LOP: 32.75 million grant; US$1.0 million local currency equivalent

DESCRIPTORS: 500 Ce.

CONCEPTS PAPER: Date Scheduled to be Reviewed in Field: April 1987
Datae Agreement to be Awarded 1 August 1987

BRIEF DESCRIPTION: The purpose of the Child Survival Project is ro
reduce infant mortality from 80 per 1,000 to 74 per 1,000, and the child
mortality rate from 18 per 1,000 to 10 per 1,000 Ly 1991. The Project
will provide health interventions to a target population of 500,000 low
incouwe families witi children uander five years of age in areas with high
infant and child wortallty rates. Managed by a PVO, the project will
provide technical assistance, training, commodities, and limited support
for operating expenses for participating PVOs and the Secretariar of
State for Public Health and Social Assistance (SESPA3).

POTENTIAL POLLICY ISSUES:

1. SESPAS must agree to a regional focus for child survival activities,
and assign 1ts staff and logistical support accordingly;

2. SESPAS must form a Technical Council for Child Survival, composed of
Directors of its divisions of Epidemiology, Maternal and Child Health,
Nutrition, and Family Planning that wlll coordinate SZS5PAS’' parcticipation
in the project.

NARRATLIVE:

Nature of the Problem: Over the last several years, there has been a
dererioration in primary health services, lack of medicilnes, and general
disorganization in the public health sector. As a result, the health
status of low income families In the Dominican Republic has deteriorated
badly. This is illustrated in several recent studies that show a
nationwide infant mortality rate of between 75 and 80 per 1,000 live
births foc 1986, L/

il Rates for infant and child moctality used In this paper are based on
an 1986 Demographic Health Survey of a4 representative sample of 8,000
Dominican families by tie Westlnghouse Institute for Resource
Development. The survey indicated a regional variation in infant
mortality ranging from 70 to 90 per 1,000 live births, with the
national average at between 75 and 80 per 1,000 live births.



Relationship to AID Policy and Strategies: The Mission's CDSS recognizes
the relationship between income and health status. New projects in the
agriculture and industrial sectors have been developed to lncrease
emnployment, diversify agrlicultural production, promote the export of
non-traditional crops, encourage industrial development, and seeit
alternatives to sugar production. These efforts will, in the long runm,
improve the Dominican econowmy and increase incomes and standards of
liviag, iacluding health status, for the average citizen. In the short
term, the Mission recognizes that somethingz must be done to provide
assiscance to children in the most vulnerable age groups and geographic
areas. As part of its child survival strategy, the Mission is already
supporting birth spacing activities under the Family Planning Services
Expansion project (517-0229), and is plaoning a buy-in in FY-1987 to the
LAC Accelerated Immunization project.

Major Components and Implementing Organizations: The project wiil
support service delivery {n the Southwest and East as well as parts of
the National District showing the highest incidence of infant and child
mortality. The proposed Child Survival Project will focus primarily on
oral rehydration therapy (ORT), nutritional service and education, and
infectious respiratory ailments—— technologies for the major
interveations are already known and tested in the country. Insticutiomal
strengthening will be undertaken only to the extent needed to rapidly
mount the program and largely focus on setting up logistics and training
field workers and supervisors,

USAID has deteruined that a coordinated effort involving experienced
U.5. and local PVOs and SESPAS is the most effective way to deliver child
survival interventions in tne areas chosen. SE3PA3 nas an extensive
infrastructure of health facllities and manpower in the areas targeted by
the project. Well established PVOs, such as Catholic Relief Services
(CR3), which is currently implementing the Applied Nutrition Education
project, Church World Service (CWS), and CARE, whilcn has experience in
community development, PL-480 Title IT programs, and health, sanitation,
and nutriction education, are expected to execute the project tasks in the
functional and geograpnic areas best served by them.

The grant will finance cechnlcal assistance (TA), procurement of ORS,
limited field equipment, training of field workers and supervisors, and
selected service delivery operatlonal costs. The PVO selected to manage
the project will provide most of the TA and draw upon AID centrally-
funded projects (i.e., PRITECH and REACH) rto obtain rhe balance of the TA
needed. It will obtain the services of participating entities through
subgrants to SESPAS and the other PV0s. 1t will also procure all
projects commodities, set up a management informatioa system to report on
the progress attained, and cocrdlnate all project training.

Expected Project Outputs and Impact: The planned project outputs
that will support the purpose include the following:

105
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Increase in the number of public and private field units
operating successful child survival programs in the targeted
regions. :

15% of primary health care personnel, including physicians,
nurses, and health prouwoters will have received short—term
training in child survival interventions.

With these outputs, key impacts by 1991 in the regions should include

following:

1. Reduce child and infant morbidity by 20% in the target
population.

2., Reduce malnutrition in childrea under five from 40% fa 1985 to
25%.

3. Raduce low birth weights to less thaa 15% of all bicths.

4, lacrease immunization coverage ian the targeted regions to 804,

5. Increase the number of diarrhea episodes treated with ORT to 75%

from an estimated current use rate of 20%.

Project Design Schedule:

Conmplete Concept Paper : March 1987
Conduct project analyses and develop

a project profile to be shared with

PVOs who will apply for this

Cooperative Agreement

March/April 1987

Issues application for proposals

to PVOs 1 June 1987
Award Cooperative Agreement ¢ July 1987
Initiate project T August 1987
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PART 1I.8.1.b.

COUNTRY: Dominican Republic

OBJECTIVE: No. 1 - Increase Agricultural Production

PROJECT: No. 517-0241 - Dairy Davelopment

APPROPRIATION ACCOUNT AND CATEGORY: DA/FN

FUJCTIONAL ACCOUNT: 103

LoP: $2.0 million grant; $5.0 williocn local curreacy (Section 416)
DESCRIPTORS: (00O 8b.

PID: N/A

BRIEF DESCRIPLION: The project will increase the cost effective production of
local milk products by prowmoting the eliminatfion of government price controls,
providiang technical assistance Iln dairy wmanagemeat and wmarketing; aad by
establishing a credit fund to enable producers to purchase needed improved
tachnology. AID zrant funds will be used to buy in to an existing cooperative
agreaement with Land O'Lakes for technical assistance in dalry marketing,
pricing policy, and dairy wmanagement. Local currency generated from the sale
of Sectlon 416 commodities will be used to establish a revolving credit fund
for dairy improvement aand expansion.

POTEWNTIAL POLICY IS3UE3: Elimination of price coatrols on dairy products to
allow warkat forces to determine both price and production levels.

NARRATIVE:

Purpose: The purpose of the project is to increase tha cost effective
production of dalry products by medium and large scale producers,

Project Description: The Dairy Development project will address the
Dominican Republic's declining productioan of dairy products and its increasing
reliance on imports by: (1) eazaging the GODR in a policy dialogue to
eliminate the price controls on local producers which have resulted in
steadily declining productioni (2) providing technical assistance and improved
technology to medium and large scale producers to enable them to improve and
expand upon tneir existing operatlons; and (3) establishing a revolving credit
fund specifically reserved for private sector dairy improvement =fforts.

The project grant agreement, signed with the Secretariat of Agriculcure,
will be implemented by Land O'Lakes who will provide technical assistance in
marketing, pricing policles, and dairy wanazement. Land 0'Lakes currently has
a cooperative agreemenf with S&T/AGR under the Linking Dairy Products with
Developaoent project (938-0706), under which funds are provided for development
activities of private entities, utilizing surplus dairy products under Section
416. Funds made available to the Dairy Development project will be used to
buy in to thz 34T project. Land U'Lakes already has uadertakea the
prefeasibility study for this activity, and is scheduled to return to the
Dominican Republic in April-May 1987 to undertake the full feasibility sctudy.
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If the study proves positive, the Sraat Agrecment would be sigaed by
July-August 1987 with the Secretariat of Azviculture.

Relationship to ALD Strategy: The strategy for the development of the
agricultural sector focuses on the development of those productive,
non—traditional sectors with foreign exchange earningz potentlal that can
contribute to broadly-based self-sustaining growth. Another key element of
this strategy is diversification of the country's agriculture to reduce its
dependency on sugar production for agricultural employunent and foreign
exchange earnings. The Dairy Developwment project will directly affect the
country's iacreasing annual dairy product import bill--now $30.0 milllon but
projected to increase to $50.0 million by 1999. Althouzh tne project does not
directly promote exports, it will result in siganlficant savings in the foreign
exchange currently required to import dairy products. At the same time, it
will offer a profitable alternative use for a porticn of the land we seek to
diversify out of sugar production.

tdost Country and Other Donors: This project is coasisteat with GODR
interest to reduce broad subsidies to milk consuners, and to stimulate
increased internal productioa of milk products.

Expected Project OQutputs: The project will result in reduced government
intervention in the dairy sub—sector and the elimination of most consumer
subsidies and price controls. Subsidies remalning will be targeted to
specific groups, such as pregnant woman and younz children. The project will
also promote the adoption of improved technology and the improved management
of dairy operatious. Accomplisining these ohbjectives, the project will
significantly reduce the drain on foreign exchanze by lowering importc
requirements ¢f dairy products and will assure a stable supply of milk to
consumers and milk processors,

Project Documentatioa Schedule: N/A.
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PART LI ,B3.1l.c.

CQUNTRY: Dowlnican Republic

OBJECTIVE: No, Y9 - Improve Health and Health Services

PROJECL: No. 517-0230 - Self-Financing Health Care

APPROPRIALION ACCOUNT AND CATEGORY: DA/HEA

FUNCTIONAL ACCOUNT: 104 ¢

LOP: $3 million grant} $5 millioa loan

DESCRIPLORS: 500 Ce. _

PID: Date Scheduled to be Reviewed in Field: April 1987
Date 3chaeduled to ba Approved 1 May 1987

(NOTE: This project was approved La the FY-1937/1938 Actioa Plaa, and
was to be funded in FY-1987, Due to a change in Mission project
development priorities, this project will now be funded in FY-1933.)

BRIEF DESCRIPLION: The UMO-rype private health provider organizations in tha
Dominican Republic, knowa as lgualas Médicas, will be streagthened to provida
low cost curative aand preventive services on a self-financing basis to aminimum
wage earners working in newly daveloped Industries and diversified agriculture.

POTENTIAL POLICY ISSUES:

The willingness of the GUDR to privatlze certain health services and/or
to use existing private s2ctor facilities to deliver health services.

NARRATIVH:

Purpose: The purpose of this project is to improve and expand coverage
of private sector health care services to provide high quality, affordable
health care, including child survival ianterventions, te up to 250,000 low
income workers, theic families, and residents of marginal neighborhoods in the
major urban centers.

Project Description: While public health services have been the main
source of health care for most Dominicans, these services have deteriorated
considerably in the last five years as a consequence of the country's general
2aconomic erisls, The public health sector is presently over—extended and
undar-capitalized, and past iavestments have not led to improved services nor
to higher utilization rates. Aa alternative source of health services that
will not increase the public sector's recurring cost burden would be the
optimum solution. This project wiil develop and test a private sector
solution to the problem,

There are curreatly 14 Lpualas Médicas (IMs) operating in Santo Domingo
and other major urban centers. These are "HMO-type" organizations, but the
qualicy of the services provided is uneven, Most of the IMs are poorly
equipped aand not orgzanized to provide efficient care. This projact will help
approximately six IMs expaad their current coverage by providing $3 millioa in
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graant funds to finance technical assistance to help the participating Igualas
make more efficient dse of existing facilities and staff resources. The six
IMs will be selected by a panel composad of private Dominican health providers
and USAID staff, which will review proposals submitted by IMs interested in
participating in the project. Selection will be based upon organizational
stability, past performance, solvency, coverage, and ability to market health
services to minimum wage earners. Technlcal assistance will be provided to
the IMs selected to (a) conduct market research to determine appropriate
service packages, fses, and new beneficiary groups (for example, free trade
zone employees); (b) to develop promotional programs to increase access to new
enrollees; (c) to develop a pharmaceutical supply system that aids Igualas in
providing low cost essential medicines to their clientsy (d) to improve cost
control and financlal management systems; (e) to install a wanagement
informwation system to wmonitor practice patterns; aad (£} to develop preventive
care prograas, including delivery of child survival interventions such as ORT,
immunization, growth monitoring, and health education.

The project will also estabiish a $5 milllon loan fund to finaance the
procurement of new equipment and upgrade physical facilities, iancluding
outpatient care centers, With modern equipment and more efficient operatioas,
the I¥Ms will be able to tailor preventive and curatlve health care programs to
the needs of low income groups. ILa some cases, services will be paid for by
individuals aad their employers; in others, individuals will pay for services
through their cooperatives or community organizarioas.

In addicion to the above, the Mission is prowmoting U.S3, private
investwment ia private sector aealth care in the Dominican Re.ublic by
co~financing an UMO feasibilicy study chat will be conducted in the D.R. by
the American Life Iasurance Company (ALICO) duriag ¥Y-1987. Lf the results of
the feasibility study are positive, then ALICO will fnvest in a health
maintenance organization in the D.R. The ALICO MO will provide high quality
health care to approximately 40,000 beneficiaries, serve ds a wmodel to other
IMs, and create competition in the D.R. private health care industry, theceby
encouraging IMs to institute management reforms, cut costs, and market
aggressively to new clients.

Relationship to AID Strategles: The Dominican Republic Country
Development Strategy calls for the social sectors, including health, to
support AID's principal development objective of increasing lacomes aad
generating new employment through the developuent of agro—industries,
agricultural diversification, the promotion of exports, and investment in
small and medium-sized industries. The health sector strategy 1is to provide
improved access to needed ha2alth care and fawlly planniaz services by
reinforcing the private sector's capacity to meet these needs. Increasing the
private sector's role in health care will free scarce public sector resources
to be devoted to improved care for the poor. This project ilmplements the
strategy by providing health services to workers and theic families In AID's
principal areas of concentration. Moreover, the private sector nature of the
project will not add to the recurring cost burden of public sector health
insticutions,
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This project conforms to AID's Health Finaacing Guidelines of July 1986,
which urge Missions to place special emphasis on resolving the problem of hest
country financing of health services by ensuring that health programs are
sustainable and cost~effective. The Guidelines encourage Missions to promote
private sector approaches to providinz health care, thereby shifting some of
the burden of financing healtn care from the MOH to those who are willing and
able to pay.

Child Survival Interveations: In addition to dalivering routine health
services to aan adult working population, the project will finance child
survival interveatiocas for the families of the prozram's enrollees. Services
to be provided include ORT, imaunizations, growth monitering, and health
education on such topics as breast—-feeding and nutcition.

ilosc Country and Other Donors: While no other donors are expected to
participate, the full operating costs of tnls project will be borne by the IMs
and benaficiaries at the end of AID's coatribution., The institutions who will
implesent thne project will be expected cto cover the bulk of the aperating
costs inecurred during the life of the projecct.

Qutputs: Approximately 6 IMs will be providingz higher quality and lower
costs health care services to lower income people. The direct beneficiaries
of the project will be approximately 140,000-150,000 persons wino are currently
enrolled in the IMs that will participate in the project. Moreover, by
encourazing IMs to expand pre-paid services to employees of smaller and
medium-sized industries, enrollment can be expected to grow at about 15% per
year, and reach a total of 250,000 beneficiaries by the 1991 PACD. The
project will also indlrectly stimulate reforms in non-participating IMs

because it will introduce the IM industry as a whole to naew concepts in health
' care management, provide models that can be emulated by interested companies,
and encouraze reform by those who wish to compete more effectively. The
program will accept subscribers from all economic levels to ensure
profitabilicy and, therefore, continulty after the project eads. About 55% of
its beneficiaries will be minimum wage earners, representing an increase from
the current estimated level of 35%,

Project Documentation Schedule:

PID Reviewed in Field
PID Approved August 1937

Project Development September/November 1987
PP Reviewed and Approved: Decewmber 1987
Authorization : January 1988

Obligatioa :  February 1943

July 1987
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PARI IL,B,1.d.

COUNTRY: Dominican Republic
QBJECTIVE: No. 2 = Strengthen the Private Secrtor
PROJECT: No. 517-0237 - Debt Coaversion/Privatization
APPROPRIALION ACCOUNT AND CATEGORY: DA/SDA
FUNCTIONAL ACCOUNWT: 106
LOP: $5.0 million grant; US$10.0 millioa local currency equivalent
DESCRLIPTORS: 800 Aa. .
PID: Date Scheduled to be Reviewad in Field: January 1983
Date Scheduled te be Approved : January 1988

BRIEF DESCRIPTION: The purposes of the project are to assist the GODR in
reducing its foreign curreacy debt to U.S. commercial banks, and to increase
foreign investmeat through the conversion of debt to Ilnvestor equity. Crant
funds and local currency counterpart will finance technical assistance,
promote new foreign investments, encouraze sale or lease of GODR land and
fixed assers to private entrepreneurs, and establish a credit facility to
provide workinz capital for such eatreprenesurs. The process of debt-to-equity
conversion will develop and strengthen capital markets, stabilize the economy,
reduce GODR exteranal debt, and attract foreign iavestments,

POLENTIAL POLICY IS3UES:

L. GODR agreement to implement their stated policy to allow debt
conversioa and to set up the procaducres necessary to do so.

2. GODR agreement on the establishmeat of a mechanism to allocate
goverament-ownad assets for sale or long=term lease to the private sector.

NAKRATLVE:

Purpose: The purpose of the project Ls to assist in the reduction of
GODR foreign debt bto foreign commercial banks, while simultaneocusly increasing
new direct foreign investmeat througn the coaversion of debt for equity
capital investments, and to encourage transfer of non—productive GODR assets
to private sector use.

Broject Description: The GODR has oustanding external opilateral,
multilateral, and commercial debt of US$3,447 million. Of this, approximately
US$666 million is owed to private, U.S. commercial banks. The projected cost
in 1987 of servicing the debt to U.S. commercial banks will be approximately
Us$55 million. It has become more difficult each year for the GODR to service
such debt in the face of increasing international competition for export
markets, declining world market values for its traditional exports, and a
stagnatingz domestic economy, Given the difficulty the GODR i1s experiencing in
paying its debts, additional lending by commercial U.3. banks is declining,
and the credit standing of the Domlnican Republic is weakeaning. A continued
contraction in credit Elows to tne bominican Republic will slow productlve

development efforts and, in time, bring them to a halt.
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The project will assist the GODR to address its problem by creating
opportunities for foreign investment, by permitting transfer of a portion of
foreign currency debt to local curreacy debt, and by converting non-performing
GODR held assets into performing assets. The project will provide technical
assistaace for the Central Bank of the Dominican Republic in the form of
expertise in the organization and manazement of debt—-to-equity conversion
techniques, including discounting and asset valuation services. The techaical
assistance will also develop the capacity to extend outreach sarvices to
potential investors, and to maintain connectlons with the various U.S.

compnercial banks who have indicated an interest in selling the GODR debt they
hold.

Conversions from U,8, dollar denominated debt to GODR tangible assets
will also dicectly asslst efforts to expedita privatization of parastatals,
while mitigating the economlic impact of hard-curreancy debts, The GODR will be
encouraged to make assets such as CEA lands, and CORDE equipment and buildings
avallable through lease or purchase arrangements to private iavestors who are
prtaepared to use them in productive and employment-generating enterprises. The
placing of othervwise underutilized assets in the hands of the private sector
will encourage economlc stability, reduce inflation, and provide addicional
sources of new capital and employwment for the Dominican Republic.

Grant and local currency counterpart funds will finance: (1) techaical
assistance to the Central Bank to establish and manage the process of debt
conversion and capitalization; and (2) a credit fund to encourage local
commercial banks to [finance workinz capital requirements for iavestors who
utilize the asset transfer mechanism. The local currency equivalent of US$10
million will be oan-lent throuzh commercial banks for this purpose.

Relationship to AID Strategy: The country strategy for the development
and strengchening of the private sector includes expanding capital markets,
stabilization of the econouy, attraccion of forelpgn investweat, and reduction
of the external debt., The project is designed to capitalize oa the interest
of foreign commercial banks in selling GODR debt at a discount, and the
interest of prospectlve iavestors to purchase that debt and use it to acquire
productive assets in the Dominican Republic. It provides an opportunity to
convert foreilgn obligations from the Dominican Republic to local obligations,
and to transfer non-productive, state-owned real property into performing
assets which will attract new foreign investwmeat, create jobs, and strengthen
the primary and secondary capital warkets,

Outputs: (1) GODR reduces U.S. dollar denominated Liabllities to U.S.
commercial banks by approximately US$120 million (or 18%). (2) Jobs created
by the investment of new capital or the transfer of non—productive assets into
productive assets are estimated at 10,000 in agribusinesses, free trade zones,
and courlsa.



Project Documentation Schedule:

PID Reviewed in Field : January 1988

PID Approved : January 1938
P? Reviewed and Approved: June 1988
Autnorization : July 1933

Oblization : July 1938
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PARY [I.B.l.e.

COUNTRY: Dominican Republic
OBJECLIVE: No. 2 - Screngthen the Private Sector (Primary)
No. 5 - Promote Zxports {(Sacondary)
PROJECT: No., 517-0240 - Artisanal Promotion (FS3G)
APPROPRTATION ACCOUNT AND CATEGORY: DA/SDA
FUNCTIONAL ACCOUNT: Sectlon 106
LOP: $500,000 Grant
DESCRIPILORS: 800 Aa.
FIELD SUPPORT GRANT: Date Scheduled to be Reviewed in Field: OQOctober 1987
Date Scheduled to bz Approved : Hovember 1987

BRIEF DESCRIPLLON: The purpose of this Artlsacnal Promotion project 1s to
increase exports of handleraft items manufactured by Dominican enterprises.
Teclhinical assistance in product design and marketlingz services will ba provided
through linkages among the Federated Chain of Department Stores in the U.S.,
Parsons School of Dasign in New York, and the local fastitution Altos de
Chavén. Altos de Chavén, the grantee, is a non-profit Doainican foundation
established in 1970 to encourage the production of arts and crafts. Since its
iaception, Alrtos has established an affiliation with Parsons School of Design
in New York, and is currently operating a local school of design and fine arts
for approximately 150 students per year,

POTENTIAL POLICY ISSUES:

None.
NARRATIVE:

Purpose: Based on the Hission's overall strategy to support the growth
of export—oriented private sector, small— and mediuvm—sized businesses, the
proposed Artisanal Promotion project will specifically focus on improving the
organization, production, management, and marketing of Dominican goods, both
within the couatry and in the United States. Many Dominican artisans are
currently manufacturing handlcrafts and other wares for both the domestic and
tourist markets. However, the design, quality, production capacity, and
techniques require upgrading if they are to be competitive in U.S, markets.

Project Description: This project will develop the capability of Altos
de Chavdn Lo serve as a design and wmarketing agent for Dominican artisan
products. In order for Altos to assume this role, however, the project wmust
address the constraints cited above by: (1) identifying U.S5. and local
warkets for Dowminican crafts, i.e., cerawmics, jewelry, wood carvings, and
housewares; (2) screening potential Domianican producers with the capacity to
produce tinese items; (3) assisting Dominican producers to upgrade the qualiry,
as well as modify designs, colors, and production techniques, in order to meet
higher standards for more sophisticated buyers; (4) creating a line of
products with a brand name; {5) marketing products to the local tourist

.
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industry; and (&) exportiag products to U.S, retail outlets. The major
components and activities of this proposed Artisanal Promotion project will
include: U,S, technical assistance in product design, development, and
marketing; in-country and U.S. training to improve the technical, production,
management, and organizational skills of Altos and of the local artisans; a
small credit fund for artisans to improve their capability: and limited
procurement of commodities and equipment in support of the project.

Qutputs: Expected projact cutputs include: (1) the streagthening of
Altos de Chavén as a desipgn school, as well as a Dominican export outlet of
artisaan products; (2) formal linkages with U.S. retail ocutlets, such as
Faederated Chain of Department Stores; (3) 20 small- and medium—-sized
businesses producing goods for exporc to the Uaited States; (4) 200 additional
people eamployed; and (5) an e«port quality line of Dominican products with a
trade name.

The project is in direct support of Objective Ne. 2 to streagzthen the
privata sector. Since the proposed implementing agent ls a PVO, the project

will be grant—funded. The schedule for project documentation is as follows:

Project Documentation Schedule:

Feasibility Study : June 1987
Proposal :  September 1Y87
Field Support Graat Sizned: Novewmber 1937
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PART IL.B.Ll.f.

COUNTIRY: Dominican Republic

OBJECILIVE: No. 2 - Stcengthen the Private Sector

PROJECT: ©No. 517-0238 - Industrial Production Technology

APPROPRIATION ACCOUNT AND CATEGORY: DA/SDA

FUNCILONAL ACCQUNT: 106

LOP: $3.0 aillion Grant; $6.0 million Loan

DESCRIPTORS: 800 Aa.

PID: Date Scheduled to be Reviewed in Field: November 1938
Date Scheduled to be Approved : December 1988

BRIEF DESCRIPLTION: The project will expand and lumprove the production
capabilities of small and wedium enterprises (SMis) by transfering currently
available but more advanced production technolozies aad providing credit to
SMEs seeking to utilize them., An AID grant to a business—oriented entity will
collect and disseminate information on production technology and fund
“technolozy audits” for SMEs., A revolving credit fund, financed with the AID
loan, will bhe established to finance new equipaaat, coastruction aad
modifications aceded by SMEs ro iwmprove, expand, or reorient their product
lines. ' :

PQTENTLAL POLICY ISSUES:

Noae.
NARRATIVE:

Purpose: The purpose of the project is to expand and improve the
production capabillties of small and mediuwm~sized enterprises (SMEs) through
the transfer of currently available, appropriate produccion technologies.

Project Description: SME's in the Dowminican Republic often utilize
outdated production techniques and outmoded equipment. As a result their
products ace of an inferior quallity and acre not competicive. Ar the present
time, there is no mechanism to assist these SME's to improve their
preductivity and efficiency. The Industrial Production Technology project is
designed to address this problem by providinz information oa currently
available production technologles, expertise on how to adapt these
technologies to their businesses, and credit at reasonable rates by SMEs to
acquire the technology. The target group of S5MEs will include businesses with
assets below RD$300,000, with up to LO0 workers, and with requiremeats for
loans up to RD$500,000,

A graat will be wade to an organizatloun such as the International
Executive Service Corps (IESC) or similar business-oriented PVO or
organization to: 1) promote the transfer of new technolozical methods among
SMEs through the collection and dissemination of technological information;
and 2) either conduct or coantract out “technology audits” aimad at evaluating
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production constraints and recommending cost—effective and appropriace
technology. The implementing eatity will, in e¢ffect, establish a Center for
technology information collection, dissemination and promotion activities,
The informatrion collected will be available to all those who are interested.
Also, industry specific seminars and demonstrarions will be held to promote
the program and its services amongz SilEs. The technology audits will be
carried out by locally available engineering firms or foreipgn expertise.
Audits will be carried out initially at no—cost to the SME; if, however, the
SME seeks loan financing to carry out the audit recoumendations, the SME may
be required to pay back up to 50% of the cost of the audit. A FIDE-type loan
fund will be established that will wmake credit available to SMEs which are
seeking to expand or reorieant product lines to take advantage of new
technologies identified througn the "technology audits” conducted under this
project. The credit will be cnanneled throuzh coumercial banks,

Relationsnip to AID Strategy: The country strategy for the development
of the private sector hinges oa tha creation of an export orientation for the
productive private sector, and support for the growing numbers of small- and
medium-sized businesses in the Dominican Republic. This projzct supports this
stratagy and is designed to build upon the acnievements of the 3mall Industry
Development project (SIDP) (517-0150), and upon the activities planned under
the Export/Investment Promotion project (517-0190). The SIDP program has
demonstrated tne production and employweant potential of SMEs, as well as the
demand for working capital credit by businesses which are outside the scope of
the SIDP bur wnich are still in a range of risk unacceptable to commercial
banks without an established line of cradit.

Host Country aad Other Donors: The project i1s coasistant with GODR
cbjectives of increasing export earnings, generating employment, and promoting
increased investument in the Dominican Republic. The counterpart loan
contribution will be approximately RD$18 million, which will be used for the
expansion of SHE facilities, the rehabilitation of exlsting Facilitlies, and to
meet local working capital needs for the SME, This fund would also be linked

to the IDB Industrial Rehabilitation project, wuich provides working capital
funds for raw material importation.

Outputs:

Industrial Technolozy Clearinghouse established

Iadustry-specific seminars: 25

Technolozy Audits : 120

Loans to SMEs : 75
These outputs will result in the increased production of the partlcipating
SME's which will be wmanufacturing better products more efficilently and will
nave new markets for their improved production. It 1s anticipated that, as a
result of this project, a number of SMEs will develop sub-contracting linkages

with free zone companies, other domestic ligzht industry companles, and with
U.S. businesses,



Project Documentation Schedule:

P1D Reviewed in Field : November 1988

PID Approved : December 1933
PP Reviewed and Approved: June 1989
Authorization : July 1939

Oblization : July 1989
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PART II.B.2. PL-430

TITLE 1

Relationship to Mission Strategy

USAID/DR's Title I Program has been fully integrated with our strategy,
particularly as it relates to the goals of diversification of agriculture and
export growth, The importation of food uander this prozram is focused on
commodities in high demand and with low or seasonally fluctuating domestlc
supply. The terms under which the food is provided reduces the country's
foreign exchange requirements and eases its debt burden but, more lamportantly,
the food assures the Dominican people of a more adequate supply of essential
foods at stable prices., Local currencies generated through PL-480 food sales
Wwill be used by the GODR for Rural Development, to diversify the country's
agricultural produetion and to reduce its dependeace on sugar exports for
badly needed foreign currency. Thea uses of local currencies, discussed below,
also ianclude support for improved economic policy analysls and sctrengthening
of rural financial systems, both of which are key to economle stabilization.

Country Food Situation

The country food situation has changed little since the last Action
Plan. Ia general, population growth coatinues at a rate that exceeds the
growth in food production. Production of staple food crops, such as rice, red
beans, plantains, yucca, sweet potatoes, and other root crops has been
declining, principally due to lack of credit, governwmeant price controls,
inefficient technology, and increased costs of imported inputs. The result is
rising prices and occasional shortazes of key items in the market.

Raegarding major products that are imported under Title I, rice, wheat,
and oil are the most basic to the Dominican diet. In rice, a major effort is
belng made to achieve self-sufficiency and, given current technology,
self-sufficiency is a realistic goal. The main constraint, however, continues
to be GODR monopoly marketing practices which, in effect, control prices to
the producer at levels that provide little incentive to Increase output.

While officlal statements indicate that rice lmports will not be required this
year—-probably an accurate forecast given the quantity of 1986 PL-480 Title I
rice still in storage—~—we expect the downward trend in domestic preductlon of
the last two years to continue. But GODR marketing and priclag policies are
not the only factors depressing the rice industry. The GODR still owes rice
millers amounts in excess of RD$L10 million, which denies them aad others in
the rlce production system needed working capltal. Irrigation systems are in
need of major overnaul aand production credit is im short supply. Although
efforts are under way to lmprove irrigation systems, the effects will not be
imnediate, and we expect that sowe level of rice lmports will be needed during
the 1933-1989 time frame.
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The Dominican Republic is expected to consumz about 90,000 metric tons
of edible oils in 1987, and to produce only 38,000 MT. The balance must be
imported. While major investments i{n coconut and African palm plantations
have been made in the last two years, the outputs will not reach the market

until 1990 and veyond. There will, therefore, be a continuing medium term
need for imports.

Corn and wheat are imported, with the demaad for wheat oa the increase
given the low prices for wheat in the U.S. which makes bread and pasta
affordable to lowar income families. Oaly 35% of the Jemand for corn {s met
by Jdomestic production, the costs of which are not competitive with world
market prices. Wheat is not produced in the Dominican Republic.

- ket

Tne Mission sees a need for a Title I program of at least $30 million
for aach year of the FYs 1388-1989 period. However, we have been allocated
levels of oaly $20. Tue Mission nas used Title I proceeds to effect a nuwber
of program and policy changes In support of our strategzy. This year these
include poliicies related to credit and to rice marketing. Local curcencies
cbtained under PL-480 Title I are now being provided to the Agricultural Bank
on a loan ratuer than graat basis, tnereby eacoutaging wmore realistic interest
rates and greater rural savings mobilization. The Mission has actively
‘pursued liberalization of rice marketing and 1s assisting the GODR in efforts
to prepare an laplementation plan for a free rice marketing system.

There is strong demand for wheat and oil that will requira large
imports, whether commerclal or coocessionary, lnto the foresesable future,
The rice situation may improve, but seasonal shortfalls are likely for the
naxt two to three years. Dailry products may also ba needed, depanding on
government pricing policies and thelr impact on domestle productlon.

Food Policies and Reforms

We anticipate that the same basic agenda of food and otner related

agricultural policy and program reforms that we have been supporting since
1985 will be valid chrough the Action Plan period. Tthese include: (1)

continued attention to reducing INESPRZ's role ian the agricultural sector;
(2) support sugar dlversification effocts of CEA and other major sugar
producers; (3) coantinuad atteantion to economic stabilizatien; (4) support for
diversified agriculture that improves both domestic food supplies anl export
growtin; {5) improvad management of agricultural ianfrastructure and natural
resources fn watersieds that feed into key commercial farming areas; and (6)
efforts to detect and control animal and plant diseases and pests that would
threatea production, waetuer for export or domestic consumption.
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Local Currency Uses

During the Actionm Plan period, we expect that local currency uses will
contiaue in the same zeneral pattern as during the curreant period. The
changes will be of degree rather than kind. There will likely ba less need
for programming of local currency in the area of economic stabilization, with
increasing amounts prograwmmed for private sector export—oriented enterprises
and agricultural diversification., Allocations to social infrastructure
(training, health, and population) will remain importaant, both to sustain
growth and assure a productive workforce thar can attract additional
investment. There will be a coantinuing need to support coordination,
monitoring, and evaluation of the local curreacy program by the Technical
Secretariat of the Preslideacy.

Disincentives

Since wheat 1s not produced in the Dominican Republie, Title I wheat is
not a disinceative to domestic production. Cora, which 1is used primarily as
animal feed, is grown with some difficulty because of climatlic conditions and
the absence of the lonz periods of daylight necded for efficient growth such
photo=synthetic crops as cora require. In the case of edible oils, coasunp~
tion far axceeds domestic production. If rice should be imported under Title
I, the Mission will carefully analyze the situation so as not to over supply
the market. Both the oil and any rice that might be iwported under Title I
would be sold through norwal comunercial channels at the same prices as
domestically produced commodities wnich are believed to be sufficieacly high
50 as not to act as a disincentive to domestic producction.

TITLE [1

The purpose of the PL-430 Title IL program in the Dominican Republic is
twofold: (1) to reduce infant mortality and child death rates by targetting
supplementary foods to low income famllies with young children and pregnant
and lactating mothers, and (Z) to stimulate developument activities. By
FY-1933, implementation of the program will be handled through one U.S.
voluntary agency, CARE~Dominicana. Catholiec Relief Services has declded to
phase out of Title II programs at the end of FY-1937, but will remain active
in child survival tiurough ics Applied Nuctritioan Education Program. During the
Action Plan period, there will be four beneficiary groups in the Dominican
Republic: Maternal and Child Health, Other Child Feeding, Pre—School Feeding
and School Feading.

While there are indications that rates of infaant mortality and
malnutcition have risen siance 1981/1982, the Mission does not belleve that the
solution to the problea is to have wore voluntary agencles active in the
field. Rather, more effectively targetted distribution programs that have
access to complementary child survival interventions are what Ls needed.
Therefore, USAID/DR will concentrate on working with CARE to better target its
distributions of food ro the regions of the country with the highest levels of
infant mortality and malanutriticn. In most cases, the Title II program will

bring a food assistance compoaeat to child sucvival interventions implemented
in the same regions supported by the Mission's Child Survival and LAC
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Accelerated Lmmunization projects. Thus, mothers and children enrolled in
Title 1I programs will be immunized against childhood diseases and tetanus, be
fnstructed on how to treat acute diarrhea, participate in growth monitoring
programs, and receive nutrition education that will change eating and child
rearing behaviors, as well as address the problem of low weight—at-birth
babies, CARE is an ideal voluntary agency to operate the improved Title II
program. They are currently discributing food through 1,200 community
distribution centers on a monthly basis and they presently have working ties
with, and recelve flnancial support from, both the Ministry of Health and the
Ministry of Education., CARE will also continue its Pre-School Feeding program
while implementing child survival interventlons as part of ics Maternal and
Child Health program., To support i{ts prograw improvement activities, CARE
will parcticlpate in the Mission's new Child Survival OPG Project and monetize
liwited amounts of Title Il commodities to cover tie administration and
logistical infrastructure that this larger project will require.

While no longer iLavolved in food distribution programs, the Catholic
Relief Service (CRS) will coarinue work in Child Survival activities by
expaading the coverage of the CRS ANEP, whicih has shown that malnutricion can
be preveanted in children by effective educational iaterventions that do not
rely on supplementary food,

Despite the steady drop in the total nuuber of beneficiaries receiving
Title II food in the last four fiscal years due to the completion of the
Church World Service program in FY-1986 and the CR3 feeding activities in
FY-1987, the Mission believes that the CARE program, streangthened by the
incorporation of child survival interventions and more effectively targeted
commodicy distribution, will address the apparent rise in infant mortality and
malnutrition in severely affected areas of the Dominican Republic. Moreover,
at the request of the Ministry of Education, CARE will substantially increase
ics School Feeding program in the border provinces where it will reach an
additional 180,000 children by FY-1988/1989, The Minilstry of Education has
agreed to pay inland transportation for the School Feeding program. Also,
during the intensive review related to the development of the Mission's Sugar
Diversification project, efforts will be made to ascertain how the Title II
program can provide short—term food assistance to displaced sugar mill workers
who have lost their incomes due to the closing of CEA's sugar wills., While we
expect rapld growth in the CARE program, plans are being developed to assure
adequate tralning for personnel of institutions participaring in the new and
axpanded feeding and child survival activities. With the training projected
and a strong management effort by CARE, the projected expansion in the number
of beneflelaries should be achievable, Lilsted below are the nuaber of
beneficiaries participating in tie Title Il program by fiscal year:

1984 1985 1986 1987 - 1988 1389
229,000 182,500 143,700 200,000 250,000 275,000
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SECTION 416

Sugar Compensation

Due to cuts in the U.S. sugar quota, the Dominican Republiec has been the
recipient of a special Section 416 (Sugzar Compensation) food donation -
program. This program is intended to compensate the Dominican Republic for
its foreign exchange losses which result from the reduced quotas. An
Agreement for $24.5 million worth of wheat was siznaed in November 1986. The
commodities are now arriving with the last shipment expected in June 1987,

This wheat, undar arrangemeants simllar to those used in the PL=480 Title I
program, will be sold in the Dominican domestic market, thereby generating -
local curcencies for use in sugar diversification efforts as agreed upon by

the GODR and USAID. (See page 131).

An additional Section 416 allocatlion of $46.3 million has been approved
to help offset the cut ia tine 1987 sugar quota, Signature of the Agreement is
expected in April, 1937, The commodities to be imported have been detarminad ™
by AILD and USDA, in coajunction with the GODR, wltn decisions based on the
country's food requiremeuts. The Jdeclsion takes ilato consideration tne levels
and funding availabilities under tha 1987 PL-480 Title I program, The
proposed commodities for the 1987 program are wiheat ($35 million) and corn
($11 million). It is anticipated that these commodities will begin arriving
in July 1987. The wheat, which is not produced locally, is projected to meec ™
the country's requirements for at least one year.

Dairy Products

In support of a new dairy improvement effort in FY 1988, the Missioa
expects to request a $5.0 million Section 416 (Dairy Products) program. Under *
this program, Non Fat Dry Milk and butter oil would be imported, sold on the
local market aand the proceeds used to create a revolving credit fund reserved
for private sector dairy improvement activities. Signature of the agreement
is projected for the sccond quarter of FY 1988 with initiation of commodity
shipmects shortly thereafter. (See pages 110-111 for details).
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PART LI.B.3., Local Curcency

A. Introduction

The USAID Local Currency (LC) program is funded from PL-480 Title I
LC generations and GODR LC counterpart to ESF loans and grants. The ESF loan
and its amendiments, the ESF grant and ics first two amendments, and the
£Y1983-1986 Title 1 programs have provided the equivalent of approximately
US$86 million of LC per year oa averagze——an amount three times the average
size of our DA program during the same period. Given the magnitude of the LC
program, it has become a critical and integral part of our overall economic
assistance program in the Dominican Republiec.

B. Status of Ongoinz LC Program

During the FY1983-1936 period, $289.5 million (equivalent to
RD$680.0 million) has been programmed, more than three-forths of which has
been disbursed. These LC resources have been programmed for a variety of
projects and activities all of which support the USAID strategy objectives of
economic stabilization, private sector expansilon and export promotion,
agricultural diversificacion, and suppoeting physlical, social, and
institutional infrasteucture. In addition, such resources have provided the
USAID/DR with the leverage necessary to successfully negotiats a number of
significant policy and government procedural changes including, inter alia,
the ellmination of INESPRE's functions related to the marketing and
distribution of rice and other basic food commodities, including its rice
subsidy program; the adoption of a sugar diversification program by the GODR
involving the closing of inefficieat CEA sugar mills, and the sale or lease of
CEA lands for agricultural or industrial purposes; the establishment of a
procadure requiring the Agricultural Baak cto borrow from, and repay yearly
PL-480 Title I funds to the Central Bank before receiving additional PL-480
raesources; and the expansion of the role of the private sector in the
development and management of free trade zones in the country.

To date, the LC program has financed 163 projects aad activities,
most of which are included in block 7 (Projects Supporting Objective) of the
“"Standard Information” format for each Bureau objective. LC projects
generally fall within four main categories which correspond to USAID/DR's
principal program objectives. The distribution of allocations to date among
these categories is as follows:

No,. of Amount Programmed

Category _ Projects {In RD$ Millions)
L. Economic Stabilization 23 99,1
2, Private Sector Expansion 25 218,2
3. Agricultural Diversification 15 29.8
4, Supporting Iafrastructure 90 264,6
5. Other 6 68.3

TOTAL | 163 680.0
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Under the Economic Stabilization category, the principal focus has
been on the provision of shorter term credits. RD$82.45 millioa was
programaned for short-term agricultura credits of which RD$43.3 million was for
working capital, agricultural production and rice production credit through
local commercial banks; RD$5.7 million provided support for LBRD and IDB
agricultural production credit projects; and RD$33.5 million went for small
farmer agriculture production credit through the government's Agricultural
Bank, Considerable LC has been programmed under the Private Sector Expansion
category for longer term credit programs, including RD$30 million for tourisc
infrastructure, RD$91 million for agribusiness enterprises, aad RD$39.9 for
free trade zone coustruction and improvement. LC amounting to RD$22.5 aillion
was programmed under the Agricultucal Diversificatlion category to cover part
of the GODR counterpart requirements of a number of AID-financed agriculture
projects., The Supporting Infrastructure category has been used principally to
finance AID, other donor and GODR infrastructure projects considered important
in support of private sector expansion and agricultural diversification,.
Allocations in this category include #®D$8L.5 million for highway and rural
road coustruction, repair, and naianteaance; RD$73.3 million for repairing and
rehabilitating electric power generation facilitles; RD$43.3 million for
irrigation systems repair and cehablilitatioa; and RD$L17.1 millicn for che
expanslon and improvement of port facilities at Haina—--the country's principal
port. In addition, ®0$10.9 million has been programmed in support of 20 local
PV0s workiag in areas closely related to our development objectives. Lastly,
in the Other category, the principal item is the AID Trust Fuad of RD$35.0
million which is being used to support USALD operational expenses as well as
to finance tne cost of a new USALD building in Santo Domingo.

C. LC Program in Action Plan Period

Through the Action Plan pariod, ESF zrant and PL-430 Ticle I
agreements are expected to be signed with the GODR amounting to $117.7
million. It is estimated that these programs will result in LC equivalent to
RD$353.2 million. This LC will continue to be utilized ia support of the
USAID strategy outlined above.

Projects and activities funded will fall primarily within three
categorles of the USAILD strategy: strengthening private sector expansion,
enhancing agriculture diversirfication, and improving supporting
infrastructure, The initial pre—-programeing of the additional LC has
allocated the resources as follows:

Amount Programmed

Category (In &D$ Millions)
1. Economic Stabilizatcion 0.0
2. Private Sector Expaansion 135.5
3. Agricultural Diversiflication 63.1
4. Supporting Infrastructure 118.9
5. Other 35,7

TOTAL 353.2
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Under the Private Sector Expansion category, additional LC has been
allocated to continue the process of expanding or establishing free trade
zones throughout the country. This high priority area has been allocated
8D$25.75 million which will be used in support of new, privately owned free
trade zones, in such locations as San Isidro. Hato Mayor, La Vega, and San
Francisco de Macorfs. RD$30.0 million has been allocated as support for the
USAID's Privatization/Debt Conversion project which is designed to facilitate
the process of debt—equity conversion, thereby, reducing the country's
external debr to private banks which is cucrently estimated at more than
US$660 million. An additional RD$50.9 million has been allocated to provide
continued support in the form of credit for agribusiness, small business, and
micro-enterprises. In additioa, support to private voluntary organizations
(PV0s) will continue at the R’D$17.3 million level. Our focus will remain on
indigenous PV0Os that generate employwent and develop entrepreneurial and
business skills, e.g.. ADEMI, Dominican Development Foundation (DDF)., and the
Educational Credit Foundation (FCE). Efforts to develop suwall farmer
associations will be supported also through such PVOs as FUDECO, PROGRESSIO,
and otner regioaally-focused rural development organizations. USAID will
continue to assist social service PVOs, such as PROFAMILIA, to develop the
capaclty to operate self-financed health (especially child survival) and
family planning services.

Local Currency rescurces will be allocated to the two new maijor
activities which support the agricultural diversification category: the
financing of a guaranty fund for commercial farming credits, and the
establishment of a private agricultural technology development foundation.

The two activities are designed to respond to poth the financing and the
technology problems associated with increased production of non-traditional
crops by small/medium scale farmers. The zuaranty fund will be channeled
through private banks. Bv 1988, this fuad should be providing as much as
RD$15 million in loans to qualified agribusinesses for working capital, credit
for technical inputs and services to outgrowers that otherwise would not have
been available to them. An endowment fund within the agriculture research
foundation will be supported with R0O$15 million. The fund should be financing
field-level adaptive research in three to five key noa~traditional export
crops by 1988 and be ready to receive incrzased fundiag for ten to twelve more
resaarch areas by 198%. The foundation will also seek contributions and
support from other sources, and will fund individual research activities
through agreements with universities, private firms, poverament enticies, or
~any other capable organizations. An additional RD$23.0 million has been
allocated to expand the apricultural credit program of the Central Bank:
RD$15.0 for small farmer credit, retailed by che government's Agricultural
Bank, and RD$8.0 million for Enerzy Farm loans, retailed by private coammercial
banks.

In cthe Supporcing Infrastructure category, USAID will move from a
focus on rehabilitation, such as has been financed in the past, to an emphasis
on the establishment of preventive malntenance programs within CDE and
INDHRI, RD$39.0 million has been allocated to finance spare parts and
equipment in order to protect the large investwment already wade in electric
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plant and irrigation canal rehabilitation. LC may also be used to finaace
small hydro projects by CDE, many of which are shelf proijects whose
feasibility studies were financed under the Energy Conservatioan and Resources
Development Project's Mini~Hydro Component. Another RD$35.0 million has been
allocated in support of the country's rural roads program and, to better link
the agro—industrial area of Constanza, support tie construction of the La
Vega-Constanza highway for which the feasibility study has already bezn
completed., Finally, RD$20.3 million has been allocated in support of the
IDB-financed daina Port project, expected ro be completed in 1990, and the
expansion of one other major port in the country.

Several importaat LC uses which do not fall into the threae
categories mentioned above have been placed in the Other category. 1t is
anticipated that the AID Trust Fund will be aupgmented with an additional
RD$17.0 million to be used for operating expenses as well as Ffor program
suppor: and implementation costs. In addition, RD$21.9 million has been
allocated to cover the importation costs (transportation, insurance, and
handling) associated with the PL-480 Title 1 Agreements. Another RD$§Ll.5
million has been allocated to cover the costs of the GODR LC Coordinating Unlt
which manages the LC program within the Technical Secretariat of the
Presidency (TSP).

While the LC allocation outlined above reflects the USAID's curreat
thinkinz, it has not been discussed in detail with the GODR, Therefore, the
LC program we actually implement may vary somewnat from that deseribed. The
LC Uses Table found at the end of this sectlon distributes all LC programmed
for the Action Plan period into the various categories requested by the LAC
Bureau.

B. Sectiona 416 (Supgar Compansation) Program

As a result of cuts in its U.S. supgar quota, the Dominican Republic
received a Section 416 grant of $24.5 million in 1986, and has been earmarked
for another Section 416 grant of $46.3 wmillioa in 1987. All Section 416
commodities are expected to ba monetized to generate an estimated RD$18G
million in LC after transportatioa costs are paid., Initial deliveries under
the 1986 program have been wade with the last expected in June 1987, The
Mission plans to sign the 1987 Sectlion 416 Agrecment in April with deliveries
commeacing in July 1987, and running throuph the summer of 1988.

The GODR has identified a basic institutlonal structure for
nandling the LC proceeds under the program. The LC Coordinating Unic within
TSP will administer these LCs much as it now does for the ongoinz LC Program.
It will manage tine basic programminy process, review aand process specific
requests for uses of this LC, and insure accouantability of funds. Once
reviewed by the TSP, the basic propramming of LC as well as specific project
requests will be sent to a Sugar Diversification Council, made up of the
country's public and private sector sugar producers, for final approval. Oace
final approval has been given to project requests, the LC will be disbursed
from a Special Account in the Central Bank for proiect purposes.
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While detailed programming of the Section 416 LC has not yet taken
place, 1t has been agreed with the GODR that these LC resources will be used
to support sugar diversification activities, which will include such fitems as
credit for investors gainiagz access to CEA land for non~traditional crop
production, credit for small farmers who are diversifying out of sugar
production, and feasibility studies by new investors in non-traditional
crops., Thus, the uses planned for these LC resources are consistent with the
USALD/DRs overall strategy by supporting efforts to diversify the country's
agricultural sector.

E. Manazement Implicaciouns

To enable USAID/DR to effectively oversee the large LC program that
has developad over the past four years, two new entities have been created.
On the GODR side, a LC Coordinating Unit has been created within the Techniecal
Secretariat of the Presidency (TSP). This unit, under the zuidance of the
Technical Secretary, is charged with wonitoring the execution of the LC
program, reporting to the USALD on program progress and accounting for all LC
program funds utilized, This unit Ls composed of three divisions—Projects,
Accounting and Audit, and Title I Sales--which hava a total staff of 27
including 20 professionals. Given the increasing number of projects financed
under the LC program, we expect that additional audit personnel will soon be
required. These people, as is the case with the current staff, will be hired
under contracts financed from LC program proceeds.

On the USAID side, a LC Coordinating Division has beaen created
within the Capital Resources Development QOffice. This division is presently
composed of 3 people and is charged with coordinating LC matters within the
USAID and between the USAID and the Coordinating Unit in TSP, More
specifically, this division manages the LC programming process and the review
of "project profiles™, submitted by the GODR for USALD approval and financing
with LC., This division works closely with the USAID Techanical Divisions to
oversee the lmplementation of the LC program by undertaking site vislits, and
inltiating audics and evaluations of projects or activities as the need
arises. Due to the size of the program and the added responsibilities
associated with the new Section 416 program, an addictional, local hire PSC LC
Specialist is being racruicad.
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LOCAL CURRENCY PROJECT NUMBERS

517=-LC-01 Agriculture Production Credit
02 Azriculture Production Diversification
03 Assistance to PVOs
04 Private Sector Studies
05 Free Zone Development
06 Tourism Infrastructure
07 Energy Farms
08 Roads
09 Irrigacion
10 Blectricitcy
11 Ports
12 SESPAS Wash Project
13 Water Supply
14 Sosua Aqueduct
15 Strengthen Private Sector
16 Haina Water Supply
17 CARE Warehouses
18 RADECD :
19 Vocational/Technical Education

The above list corresponds to the Local Curtency project anumbers used in Block
7 of the Standard forw for Providing Information on Objectives. These are not
projects in the usual sense, but are, rather, program areas under which
numerous individual GODR projects are funded.
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MORTGAGE AND PIPELINE ANALYSIS

Tae Mission has what we consider a reasonable pipeline aand, provided
projected program levels hold, no mortgage problem. The pipeline as of the
end of FY-1986 stood at $76.5 million, or a little more than two and one-half
program yvears at pre Gramm~Rudman levels. Current estimates show a declining
pipeline through FY-1989, reachianz $49.75 million. This will represeat a
pipeline of slightly less than two and one-half program years at anticipated
program levels. Our mortgage at the ead of FY-1986 was oaly $10.4 million.
The DA mortgage rises slightly in FY-19387 to $14.6 million, then drops to $9.6
million in FY-1988, and disappears entirely in FY-1989.

Given the drastic reductions in DA and ESF program levels this Mission
has sustained in FY-1987, we have carefully reviewed our portfolio to
determine what pipeline resources could be made available for higher prioricy
uses this vear. Accordingly, we havae deobligated $2.0 million from our
Forestry Manageament project to make additional funds avallable for the Sugar
Diversification project. Furcther, we are coansidering deobligzation of the
balance remaining in the Natural Resources Management project in the fourcth
quarter of FY=1987 if the GODR does not meet certain progress targets by that
time. Should such targects be mat, the project would be extended by an
additional year, at which time any remaining balance would be deobligated. As
indicated by the foregoing, the Mission has taken an active and strong stance
in dealing with the GODR on problem projects and will continue to do so.

The Mission has followed AID/W guidelines in managing its portfolio
during the Gramm~Rudman periocd. Accordingly, we are proposing three new
starts in FY-1988 and only one in FY-1989 in order to stay within projected
funding availabllities. We were able to achieve this goal by cancelling the
Economic Policy Analysis Proiject (517-0188), postponinz the Self-~Financing
Healch Care Project (517-0230) uncil FY-1988, and the Industrial Production
Technology Project (517-0238) until FY-19389.

In the Semi-~Annual Portfolio Review of Decewmber 1936, the Mission was
asked to address in its next Action Plan the relative advantages and
disadvantages of its policy of fully fundinz proijects. ALD/W's concern was
that our pipeline was felt to be larger than average for the Bureau,

The obvious effect of fully funding a new project is that a life of
project pipeline is created. However, if all projects are funded in the same
manner, any lumpiness in pipeline amounts will even out over time.

Considering that, on average, AILD projects have life spans of between four and
five years, a pipeline equivalent to about two and one—half program vears
seems about rizht to us., It is clearly within the range we would expect for a
pipeline of Ffully—funded projects. Even if all projects were incrementally
funded, it is highly unlikely that cthe pipeline could be reduced to less than
the equivalent of two program years of funding. In our view, the operational

advantages of the low program mortgagze that results from our policy ocutweigh
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any macginal reductions in pipeline that migne be possible through incremental
funding. With a low wortgaze, a Mission Director has greater flexibilicy in
programaing new year funds, and is in a becter posltion to respond Lo new
Agency initiatives and to wore quickly implement changes in strategzy made
necessary by evolving political and economic conditions. Wherez a program is
heavily mortpaged, litcle or aothing can be done to respond to new conditions
or initiatives without the wmajor program disruptions that result when drastic
deobligations are made from ongoling proiects,
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PART II.B.5. Women in Devalopment

With suppoct from PPC/WID, tihe Mission conducted a study on the status
of womea in the Free Trade Zones (FTZs). The study team's report, which will
soon be submitted in final, supplies the USAID with valuable baseline data.

It describes the participation of women in the labor force with reference to
aye, marital status, and household Income by region} and dascribes the
sectoral and occupational distribution of wowmen's jobs, wages, and earnings in
relation to their relatively low educational and training levels. The study
suggaests that the majority of womer in the forwal labor force are relatively
young, have children, and are the primary supporters of their household. The
FIZs offer significant increases in the demand for female labor, at relatively
good wazes compared to women's current average earnings. Still, the kiad of
work available will do little to reduce the concentration of women In low-
skilled jobs that hold little prospect for advancement 1an earnings, improved
job content or better social stature.

At the beginning of the study, the USAID asked the team to identify
areas in which our llmited assistance might produce the greatest benefits for
working women. We specified that whatever prescriptions were proposed should
be self-financiag and be designed to promote facilitles or services that could
be efficiently provided on a collective basis rather than by the individual
companies that were the women's employers. Based on these precepts, the study
team recommended Interventioas in the following areas as candidates for USAID
asslstance:

Medical services;

. An industrial training and labor referrcal service;
Savings and loan facilities; and

A pilot child-care scheme.

[~V ¢ T ~ ol -]

During the coming year the USAID will closely examine these
recommendations and, to the extent feasible, develop specific activities in
these areas that could be implemented with local currency financing.

The Mission also continues to support WID activities within the concext
of its ongoing portfolio. Last year's Action Plan proposed thar the USAID
work on collecting gender disaggregated data. For the most part, this has
been accomplished. The following are targets and accomplishments during last
period, as well as objectives for the FYs 1988-1989 period.
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Target Actual Proposed
Indicator (FY-1936) (FY=-19356) (FYs 1988/89
Percent of female benaficiaries
-in training programs 40% 247 403%
Percent of new jobs created
in agribusiness 40% 50% 1/ 40%
Percent of new jobs created
in free trade zones 40% 7154% 15%
Percent of credit to women—-owned
small and micro—business 8% 207 50%

l/ This figure is oaly for those jobs created on the industrial side; % of
women in newly created field jobs is unknown,

Other accomplishments in the WID area and proposed actloas are described
below by Technical Division.

a. Health and Population. With the signature of the Family Plaaning
Services Expansion Project the USAILD will wake a significant contribution to
increasing contraceptive prevalence among females as well as wmales
(encouraging, among other factors, sexual responsibility). It is aaticipated
that coantraceptive prevalence amoag women 15-49 years of age will increase
from 3L% in 1986 to 35% in 1989; active users {(female and male) in the
National Family Planning Program will increase from 353,000 in 1986 to 500,000
in 1939,

In the phealtn services area, the provision of medical services in
FTZ's will be examined in the context of the Mission's Self-Financing Health
Care Project with targets to be established at tnis time.

b. Human Resources Development. Women's participation in the area of
development training will increase substaatially during the next 1988-1989
period due to the Presidential Training Initiatives—-Island Caribbean Project.
As specified in the project, 40% of rhose receiving training will be women.

In addition, in a major private sector training project, women will be
actively recruited for both short-term and long—term study programs. To date,
33% of the university nominared, Master's level candidates are woumen.

In the area of FTZ's, a labor market demand study for new
industries, including the training required for workers, will be conducted in
FY~1987 with recommendations for possible financing in FYs 1988-1989. During
tne design stage of the study, particular attention will be given not only to
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skills development but also to such related areas as training to instill
improved attitudes toward work and home management for workinz mothers.

Statlstics from the Graduate Business and Tourism/Hotel Managzement
programs indicate that over 50% of those being trained are women. At a
minimum, this percentage will be maintained and hopefully increased as the
demand for trained personnel in wmanagement positions increases.

c. Private Eaterprise. The USAID proposes to expand on the success of
the ADEMI program in the provision of credic for women-owned businesses. To
accomplish this, the USAID will actively support (with technical assistance
and local currency) the program of ADOPEM, a local affiliate of the Women's
World Bank, ADOPEM's purpose is to promote the growth of small private
businesses owned and tun by women. Once the ADOPEM program is underway, it
will provide approximately 175 loans for a total of RD$1.75 million during its
inicial year (1987-1988) of operatlon. This will increase to 250 loans per
year and a total of RD$2.5 million in credic during 1988-1989,

d. Agricuiture and Rural Developuwent. The Rural Savings Mobilization
Project has been a notable success. Numerous studies have been conducted,
several of which have gender-disaggregated data. The participation of women
in the program has been an important factor. Approximately 27% of the savings
depositors in the Agrlcultural Bank have been women; however, in the three
participating credit unions, over 404 of the saving depositors are women.

This prograw will be folded into the Commercial Farming Project which will
expand the participation of cooperatives in the provision of financial sources
in rural areas. Baseline studies in Azua under the On-Farm Water Management
Project show that women play a secondary role in the project. They are mainly
involved in food preparation and the harvestlng of agribusiness crops, such as
tomatoes, melon, corn, and garlic. They do not participate ia farming, credit
activities, or the commercialization of the crops. Methods of incorporating
women as primary beneficiaries will have to be explored.
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Part IL7T - MANAGEMENT
A. Manaeement Strateev
Summary

There are three maior management 1ssues that will be addressed over
the Action Plan time period:

1. The necessitvy of adding both U.S. and FSN PSCs in oprocurement.
contracting and financial analvsis in order to improve the oroiect
implementation orocess. A related personnel issue iIs the mid-tour transfers
of four kev staff within an elzht—-monch vericd with excessive delavs in the
arcival of their renlacements or. worse still., proposed transfers with no
revlacement candidates in view.

2. The reduction in OE funding from $854.000 to $632.000 in
FY-1987. which will not allow the Mission to cover even “non-discretionarv
costs” such as R&R, Home Leaves and transfers. The instructlon. issued with
the anncuncement of the O& reduction. to begin a reverse accommodation
exchanee. 15 not. in our view. an operable recommendation. since it attempts
to shift the burden from OE to an alreadv fullv-commitred Trust Fund. Reverse
accommodation operatlions. even small ones. directly conflict with the
obiective of orovidine foreien exchange for balance of pavments suppbort. and
our policy recommendations directed at stabilizine financial structures.
includine tha exchange rate. A case in volnt is our effort tn persuade the
Central Baank that its fiduciarv resnonsibilitv to manaee wmonetarv aggrezates
and iaflation is more important than its institutional balance sheet.

3. The reduction in hadeat Tevals for hoth Srate and AID and
thelr effects on FAAS will almost inevitablv result in a raduction in the
aqualitvy nf services.

Overview: Last vear's Acrrian Plan et ont a series of obiectives
which the Mission souzht to accomoplish durine the lasr half of FY-1986 and the
first half of 1987. Bronadlv arated. thev were:

- RBetter agraeemenl on nroeram focus and manaeemenr goals for nrodecrs:
- Clearer plans and orocedures faor reachinz the gnalst and

- Inproved suoport svitems. includine workine environment. ceneral
services. office services and auremarion.

Considerabla oroeress has baen made in all three areas durine the
nast twelve manths. and manv of the steps taken ro achieve the objectives have
been reviewed both bv LAC as nart of a Management Assessment conducted in
Octoher of 1986. and bv Mission managemear and sraff in a November 1986
retreat. The Assessment Team coneratulated the Mission for the develoomenr of
irs srrareev. its Acrion Plan and the oraiect oorrfalio designed to implement

the strategv. Recommmendations for imorovement centered on operational |
procedures. particularly imolementation. whicrh wa than addressed in the
retreat and in subhseausntr actions. !
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Proeram Focus and Management: Proeram focus and egoals have
undergone intensive examination beginnine with the 1986/1987 Action Plan and
continuine through the orogram/project semester reviews. and the recently
established aquarterlv orodect reviews to the present Action Plan.

As a result of the auarterly reviews of ongoinz proiects. three
wera deobligated. two have been redesianed. and two more oroiects which are
performing below par are candidates for deobligation next summer unless
substantial orogress in lmplementation 1is shown soon.

The sector team continued to be the basic wmanagement unit used bv
the Mission to assure qualitv and accountabilitv in orodiect design and
implementation. The teams have been ooeratine for a vear and a half now and
function in the sectors of agriculture. private enternrise. health. education
and local curreacv activities. As a result of the Management Assessment and
the November 1986 retreat. a number of steps were taken to streamline and
streazthen the operations of the sector teams:

1. The proiject officer has been eglven greater resconsibilitv and
accountabilitv for coordination of team activitcies and proeress on
implementation. Conseauantlv. the Director's 0ffice is less iavolved in
routine implementation matters and documentation. making additional time
available for increased opolicv dialogue with host countrv officials.

Z. Qualitv control of implementation documents is now the

resoonsibilitv of the oroiect officer and. ia the ultimate case. of his oar her
Division Chief. '

: 3. Tha bi-weaklv "artion checklist” meetinzs have been
eliminated. and meatines of the oroiect team are called on an ad hoc bhasis hv
the oroiject officer.

4, Quarterlv Proiect Implementation Reaviews have been initiated.
These veviews. which are held in Januarv and June. focus on orniect nrneress
in terms of inovuts, The othar twn revisws. which concentrate on an
examination of accomolishment of proiect outovuts and purnose. are held as part
of the orevaration of semi-annual renarts in Anril and QOctober.

5. Detailed implementation plans are prenared for all
activities. Plans are divided into aquarrerlv neriods with budgetr breakdowns
bv inputs. tareets. and timine. The orodiect team and Mission manaeement
examine proeress acainst the implementation nlan at the Quarterlv Reviews.

6. The Mission Operations Manual. which orovides a euide tn all
USAID nffices in the orenaration. clearance and {ssuance of olanninz and
implementation documenrs. is beine undated ta reflect the changes made as a
result of the Mlssion Assessment and subseanent USAID retreat.
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7. The anumber of new oroiect starts i3 beine reduced from chree
in FY-1988 to one in FY-1989.

Limited expertise available in—house and the lack of timely
assistance in contracting and commoditv procurement and in financial analvsis
have caused delavs in the implementation orocess. Based upon our own
experience and the recommendation of the Assessment Team. we are buildine up
expertise in all three areas. Soecialists. either direct-hire or comtract.
will provide in—house capacitv to the Mission. as well as trainine of U.S. and
local staff in basic AlD-direct contractinz and procurement reculations.

In addition to imorovine the in—-house capabilitv. an assessment of
Host Couatrv Capability to do contracts and commoditv orocurement will be done
and. if found avorooriate. trainine orograms and financial controls will be
develooad for host country institutions in order to prepare them to assume
responsibilicies for coantractine and orocuremeat.

A review of orewanizational structure within the Controller's Office
is also beine carried out and will provide recommendations for strengthenine
our abilitv to perform financial analvsis as well as imoroving the clearance
process for documentation and increasine varticioation of the Cantronller's
Office in oroject imolementation and desizn.

We anticioate addinz U.S. PSCs in FY-1987 in the nositions of
Procurement Advisor. Contract Advisor. and Financial Analvst and will also add
tahree FSN PSCs—--one as a Financial Analvst. one as a Proiect Implementation/
Procurement Soecialist and one as a Contract Smecialist,

B. Suonart Services
1. Offirce Faciliries

Last vear's Acrion Plan described the dispersion of the USAID
offices in Ffour huildines saoread over a three block area. Most of the
facilities are badlv deteriorated and over—crowded. even for existing staff.
The constant flaw of contract and TDY nersonnel further adds to the
congestion. Buildine securitv and emplovaee safetv dn not anproach AID
standards in two of the four buildinegs. and communications and coordination
and coooeration among offices suffer as a result of rthe lack of consolidation.

The solution suzvested in last vear's Action Plan consisted of
two steos:

a. A move of the entire araff tn a single leased facilitv.

b. Simulraneous construction of a new affice huildine which
would house all elements of rhe USAID.
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A site for new construction was identified and the land
purchased in Februarvy 1987. A building suitable for leasine was also located.
but further analvsis of costs which would be incurred bv movine to temnorary
quarters versus Che estimated construction time for the new building led
Mission managemeat to determine that an exoansion and renovation of
currentlv-occupiad buildines would be more economlcal and less disruntive than

consolidatineg in temvorarv cuarters and movine again when the new buildtng is
completed. :

As a result. existinz office soace is beine redistrihuted: two
additional floors have been secured ia one of the hulldings ocecuoled hv USALD
and the whole complex of offices 1s beinz refurbished and exvanded to the
degree possible. One of the office buildinegs has been remodeled and the
remainder should be finished in two wmonths. Thus far. staff satisfaction with
the renovated space is hien and the estimated cost savinegs as a result of not
moving Lo temporary guarters are verv substantial.

Cost estimates for the new buildine are beine prepared bv our
U.S. direct-hire engineer to determine whether Trust Funds now available will
be sufficient to cover construction costs. furnishinegs and other expenses
related to moving to the new site. Qur best astimate is that the new building
will be readv for occupancv bv the end of 1989,

The critical issue is the continuing availability of Trust
Funds in the face of a maior reduction ia cur OE budeet. The monev now
available in Trust Funds would allow us to construct the new office building
at an estimated cost of. rouszhlv. 35.5 million and to continue to use Trust
Funds to cover some $150.000 of OE costs monthlv at least until the middle of
next Fiscal Year. However. this will onlv be possible if the $218.000 taken
from our OE budget is restored. The USAID OE budeget was slashed from $854.000
to $636.000 which does not allow us to cover even entitlement travel costs,

The Mission is willine ro seek additlional Trust Funds from the
$19 million in ESF pronosed for this vear. bhut at this functure. there is some
doubt as to whether rhe GODR is willino to make rhe cconnmic adijustments
necessarv to reach agreement an an ESF oroeram. If there 1s no ESF nroeram.
the current Trust Fonds will be exhansted hv rhe end nf FY-1988.

As oneratineg expense hudeets continue to contract. FAAS cosrs
become an lancreasinzlv imporcant considerarinn in rhe allocation of the
USAID's manacement resources. The continuine hiegh cosr of FAAS services are a
maior concern——on a UsBH per capita hasis., our FAAS costs are the highest In
the hemisphere for a full AID Mission. And the FAAS charee does not {nclude
the total cost of FAAS tvoe services. 1In 1986. for ewxample. it was necessarvy
to vav the Embassv an additional $162.000 for USAID contractor suopnort olus
another $50.000 in direct charwes for services operformed for the USAID outside
the FAAS agreement. Thus. the true cost of FAAS-tvoe services in FY-1986 was
more than $539.000 rather than the $327.300 indicated hv the formal FAAS
agreasment.
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The oroblem is exoected to hecoms mors diffirnlr as
Gramm—Rudman inspired budeet cuts become realicv at the same time that the
costs of providine services increase., Because of budeet considerations. the
JAD was comoelled to reduce its local workforce bv nearlvy sixty emploveas in
Februarv 1987. Such oersonnel reductions cannot helo but he reflected in
reductions of the level of services. OQur concern now is that the reduction in
services mav begin to reduce tha effactivensss of Mission ovarations.
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SECTIUN B - STAFFING

OFFICE

DIRECLOR

MANAGEMENT

CONTROLLER

PROGRAM

PROJECT DVL

PRIVALE ENT

AGRICULTURE

HEALTH & POP

HUMAN RES

TOTALS

USDH  IpI
20
1 0
2 0
301
4 1
2 0
4 0
1 0
1 0
20 2

USALD/DR OE WORKFORCE TABLE
POSITIONS ENCUMBERED AS OF SEPTEMBER 30. 1987

TYPE OF POSITION

RES HIR PASA USPSC

0 0 1
0 0 2
0 0 L
0 0 0
0 0 2
0 0 2
0 1 2
0 0 4
0 0 2

FHDi

3

3

13

30

FNPSC TCN MANPWR

0

7

40

0

0

0

0

162

TOTAL

]

13

25

8

19

8

12

8

10

109
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PART III - MANAGEMENT

SECTION B - STAFFING

USAID/DR OE WORKFORCE TABLE
POSITIONS ENCUMBERED AS OF SEPTEMBER 30. 1388

- TYPE OF POSITION

OFFICE USDH IDI RS HIR PASA USPSC FNDH FNPSC TCN MANPWR TOTAL
DIRECTUR 2 0 0 0 1 3 0 0 0 6
MANAGEMENT 1 0 0 0 2 3 6 0 0 12
CONLROLLER 2 0 0 0 I13 9 0 0 25
PROGRAA 3 1 0 0 0 2 2 0 0 8
PROJECE DVL 4 1 0 0 2 4 8 0 0 19
PRIVALE ENT 2 0 0 0 3 1 3 0 0 9
AGRICULTURE 4 0 0 1 2 3 2 0 0 12

. HEALTH & POP 1 0 0 0 5 0 2 0 0 8
HUMAN RES 1 0 0 0 2 1 6 0 0 10

TOTALS 20 2 0 1 18 30 38 0 0 109
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PART L[LII - MANAGEMENT

SECTION B - STAFFING

USALD/DR OE WORKFORCE TABLE
POSLIIONS LENCUMBERED AS OF SEPTEMBER 30, 1989

TYPE OF POSLTION

OFFICE Uspid IDL  RES HIR PASA USPSC FWNDd FNPST TCN MANPWR TOTAL
DIRECTOR 2 0 0 0 1 3 Q 0 0 6
MANAGEMENT i 0 0 0 2 3 7 0 0 13
CONTROLLER 2 Q 0 0 1 13 9 0 6 25
PROGRAM 3 0 0 0 0 2 2 0 0 7
PROJECT DVL 4 0 0 0 2 4 8 0 0 18
PRIVATE éﬁT 2 0 a 0 3 1 3 0 0 9
AGRICULTURE 4 1 0 1 2 3 2 0 0 13
HEALTH & POP 1 0 J 0 b J 2 0 0 8
HdUMAN RES 1 0 0 0 2 1 6 0 0 10

'LOTALS 20 1 0 1 18 30 39 0 0 109
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EVALUATIONS

Evaluations for older, pre~1987 CDSS projects, have been carried out
during FY-1986. Starting in FY-1987, the Mission will undertake its first
sectoral evaluation of the Private Sector, encompassing the several projects
being carried out, including Small Industry and Micro-Enterprise Developument,
as well as the Agribusiness Promotion and Export/Investment Promotion
projects, and ascertain how these impact on the Dominican private sector,
especially on employment generation and credit availabllity, as well as
meetlng the individual project objectives. *The evaluation will also assess
the impact of local curreacy credit made available through the Central Baak
from ESF and PL-480 generation.

Anotiher Program Evaluation is plaaned in FY-1988 to cover the
Participant Training program, which has increased substantially in the last
three years, The evaluation will examine the effectiveness of the varilous
USAID ctraining projects, such as LAC II, PTIIC, Agriculture Sector Training,
and Develeopment Training. The other evaluations cover the projects undertaken
under current Mission strategy, and will focus on the effactiveness of the new
institutions, such as the Investment Promoction Council (IPC) and the Joint
Agriculrural Consultative Committee (JACC), with regard to their role in
attracting investments (IPC) or promotinz the growth of agribusiness (JACC).

Since the Family Planning Services Expansion project is the first
bilateral population project undertaxen by this Mission, a mid-term evaluation
in FY-1989 will assess the performance of the two main participating
institutions, and determine their adequacy in meeting project objectives,

As a result of the NARMA evaluation (517-0126), the project was
reprogrammed. Implementation of the project will now focus cn action planning
and activicies by watershed coumittees in soil conservation, as most of the
institutional strengtheniag activities have been concluded or will be carried
on with GODR resources. Grant and credit incentives have been eliminacted, and
those funds have been redirected to support nurseries, soils surveys and
mapping needed for watershed plans, and other tachnical services that will
affect fleld conditions. In addition, specific achievement targets have been
agread to by the GODR to be met in the spring of 1987 as a condition to extend
the PACD by one more year. Should perforwance against these targets be
unsatisfactory, the Mission intends to terminate the project on July 31, 1987
(the current PACD), and deobligate any remaining funds.

Similarly, the On-Farm Water Management project (5L7-0159) underwent a
special assessment which appraised the technical assistance provided by Utah
State and measured progress toward meeting project objectives. As a result of
this assessment, the project’s goal and purposes remain the same, but emphasis
in implementation will be on rehabllitation and improved operation and
maintenance of main canals and drains by INDRHIL in the two pilot districts,
planned transitlon to increased control of operations and maintenaance by water
users’ assoclations, and demonstraticn of on—farm water managzement techniques
to increase productlion. The Utah State contract is being amended to reduce
the team from eight to four resident mewbers (experts in irrigation, district
managemeant, on-farm practices, and drainage), with a high level of short-term
assistance in organization of water users' associatioans.
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PART LIL,E. Gray Amendment

GRAY AMENDMENT

171

TQTAL

$1,048,231

FY-193d FY-1987
{Actual) (Estimate)
L. TOTAL DA 26,505,000 17,500,000
2. Amount of DA avallable for
U.3. procureument 12,557,725 12,181,000
3. Amount of funds awarded to
- Gray Amendment firms 1,048,231 1,750,000
4, Percentage of funds awarded
to Gray Amendment firms 8.35% 14,36%
1986 AWARDS TU GRAY AMENDMENT CONTRACTORS
Project
- Name Title Amount Date
Ronco Consulting Company Natural Resources Mat. $ 87,835 01/24/86
Washton-Brown Associates Export/Iavestment Prom. $ 227,722 03/01/86
Clapp & Mayne Health Systems Mzt. $ 701,510 08/15/86
Aguirre International PD&S - Training Study $ 31,164 09/01/86






