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NS, SUMMARY DCECRIPTION

The grant will provide dollars 13.835

million for immediate balance-of-payments

support to promote the financial stabilization and economic recovery of the

country. The ass

istance will be obligated and disbursed subject to the

satisfaction of standard CF's to disbursement (legal opinion, designation-of
authorized representatives) and, in the case of these ESF resources, the

establishment of a separate
may be required by the Mission.

only to import

San Jose Accord (Mexico or Venezuela).

the agreement:

-~ Fconomic program of the GODR. The

bank account
The United States dollars provided will be used
petroleun and petroleun derivative products under the terms of the

The following covenants will be included in

for the U.S. dollars, and other CP's as

GODR will covenant that it will carry out

the macro-economic program presented to A.1.D. which provides for no increase in
domestic banking system net lending to the consolidated public sector during

calendar year 1988.

(Continued on next page) -
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-- Exchange rate policy. The GODR will covenant that it will continue to maintain,
throughout calendar year 1988, an exchange rate yolicy in which all transactions
are at unified, market determined rates of exchange between the Dominican peso and
the currencies of other countries. The GODR will not impose any additional
controls on the pur~hase or holding of foreign exchange.

-~ Special £zcount for local currency counterpart. The GODR will deposit into a
special account in the Central Bank of the Dominican Republic the peso equivalent
of the U.%. dollar disbursement. The pesos in the special account wiil be used in
support . the investment and development program of the grantee and will be
programmed jointly by the GODR and A.I.D.
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E.O. 12356: 56: N/ZA

TAGS:

SUBJECT: DOMINICAN REPUBLIC FY 1987 PAAD UPDATE
FORMERLY S517-0171; NOW 517-0255)

REF: (A) SANTO DOMINTO 0Q1165, B) STATE @27449,
{C) S5ANTO DOMINGO @95586, O) SANTO DOMINGO 12692

1. THE SUBJECT DOCUMENT WAS REVIEWED ON TUESDAY,
DECEMBER 15, 1987, AS REQUESTED, THE MISSION IS
AUTHORIZED TO PROCEED WITH OBLIGATION OF DOLS

13.8 MILLIOMN IN SUPPORT OF THE GODR BALANCE OF PAYMENT
PROGRAM, TAKING INTO ACCOUNT THE FOLLOWING GUIDANCE.
PRIOR TO SIGNATURE, MISSIOM SHCULD ASSURE ITSELF THAT
THE COVENANTS RELATING TO THE EXCHANGE RATE REGIME AND
ECOMOMIC PROGRAM FOR 1988 HAVE BEEN ACCEPTED AT THE
HIGHEST LEVELS OF THE GODR.

2: DOLLAR FUNDS MAY BE DISBURSED UNDER THE
CONDITIONALITY TERMS INCLUDED IN THE SUEBJECT DOCUMENT
HOWEVER, THE MISSION SHOULD NOT PROCEED WITH LOCAL
CURRENCY DISBURSEMENT FROM THE SEPARATE ACCOUNT UNTIL A
MORE DEVAILED DESCRIPTION OF LOCAL CURRENCY MANAGEMENT
PROCEDURES AND DOCUMENTATION REQUIREMENTS, PARTICULARLY

WITH RESPECT TO NGO AND PVO ACTIVITIES SUPPORT, 1IS
SUBMITTED FOR INFORMAL REVIEW IN A, T.D. /WASHINGTON,

THE DESCRIPTION SHOULC INCORPORATE MODIFICATIONS OF
EXISTING PROCEDURES EXPECTED TO BE INTRODUCED 1IN
RESPONSE TO RECENT IG REVIEWS AND AGENCY LOCAL CURRENCY
GUIDELINES (STATE 327494),

3: A. I:D. /W CONCURS WITH THE PROGRAMMING OF U, S,
DOLLARS PROVIDED UNDER THE AGREEMENT FOR IMPORTS OF
PETROLEUM AND PETROLEUM DERIVATIVE PRODUZTS.

4: A.I.D. /W HAS AGREED TO THE MISSION' S REQUEST TO
ASSIGN A NEW PROJECT NAM:E AND NUMBER (REFS C AND D).

5: A COPY OF THE SIGNLD AMENDED PAAD FACESHEET WILL BE
FAXED TO THE MISSION' SHULTZ
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MEMORANDUM
TO: AA/LAC, D. Ink

FROM: LAC/DP, W. Wheeler W

SUBJECT: DR ESF and Exchange Crisis

As we teported in last week's Weekly Report, the
Dominican Republic has been experiencing a major crisis with
the free market exchange system that was re-established last
November at our urging and assurance that ESF would be
forthcoming. The exchange rate increased from 3.8 pesos to the
dollar in November to 5.7 to the dollar several weeks ago. It
has since stabilized at around 5.4 to the dollar and this has
reduced domestic pressures to institute exchange controls.
However, the threat remains that further instability of the
rate would add pressure for exchange controls.

In light of the proposed ESF Agreement covenant
committing the GODR to the maintenance of a unified market
determined exchange rate throughout CY 1988, the Mission was
contacted to determine whether obligation was still feasible.
The Mission believes that the ESF will provide needed leverage
to ensure that the exchange market remains free. The Mission
will seek from the Economic Cabinet assurance that the market
will remain free before signing the ESF Agreement. 1In
addition, we have been advised that disbursement of the ESF
will be delayed until outstanding auditor issues with earlier
ESF are resolved. The obligated but undisbursed ESF would
provide further leverage.

Based upon discussions with the Mission Director and our
assessment of the situation, we concur in proceeding with the
PAAD and authorization cable at this time.
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UNCILAS SANTO DOMINGO 21165

AIDAC

FOR P. BUCKLES, LAC/DR

E.O. 12356: N/ A )
SUBJECT: USAID’DR PAAD UPDATE: PROPOSED FACE SHEET
- LANGUAGE

1. THE FOLLOWING IS PROPOSED LANGUAGE FOR PAAD FACE
SHEET:

‘ THE GRANT WILL PROVIDE DOLLARS 13. 835 MILLION FOR
IMMEDIATE BALANCE-OF-PAYMENTS SUPPORT TO PROMOTE THE
FINANCIAL STABILIZATION AND ECONOMIC RECOVERY OF THE
COUNTRY, THE ASSISTANCE WILL BE OBLIGATED AND DISBURSED
SUBJEZCT TO THE SATISFACTION OF STANDARD CP'S TO
DISBJRSEMENT (LEGAL OPINION, DESIGNATION OF AUTHORIZED
REPRLSENTATIVES!) AND, IN THE CASE OF THESZ ESF
RESOJRCES, THE ESTABLISHMENT OF A SEPARATE BANK ACCOUNT
FOR THE U.S. COLLARS, AND OTHER C.P.'S AS MAY BE
REQUIRED BY THE MISSION. THE UNITED STATES UULLARS
PROVIDED WILL BE ;USED OHNLY TO IMPORT PETROLEUM AND
PETROLEUM DERIVATIVE PRODUCTS UNDER THE TERMS OF THE SAM
JOSE ACCORD (MEXICO OR VENEZUELA) . THE FOLLOWING
COVENANTS wILL BE INC'.UDED IN T“hE AGREEMENT:

- ECONOMIC PROGRAM OF THE GODR. THE GODR wiLL COVENANT
THAT 17 WILL CARRY OULT THE MACRO-ZCONOMIC PROGRAM
PRESEINTED TO A. I.D. WHICH PROVIDCS FOR NO INCREASE IN
DOMESTIC BANKING SYSTEM NET LENDING TO THE CONSOL IDATED
PUBLIC SECTOR OURING CALENDAR YEAR 1988.

- EXCHANGE RATE POLICY THE CODR WILL COVENANT THAT IT
WILL CONTINUE TO MAINTAIN, THROUGHOUT CALENDAR YEAR
1388, AN EXCHANGE RATE POLICY IN WHICH ALL TRANSACTIONS
ARE AT UNIFIED, MARNKET DETERMINED RATES OF EXCHANGE
BETWEEN THE DOMINICAN PESO AND THE CURRENCIES OF OTHER
COUNTRIES. THE GCDR WILL NOT IMPDSE ANY ADDITIONAL
CONTROLS ON THE PURCHASE OR HOLDING OF FOREIGN EXCHANGE,

- SPECIAL ACCOUNT FOR LOCAL CURRENCY COUNTERPART. THE
GODR WILL DEPOSIT INTO A SPECIAL ACCOUNT IN THE CENTRAL
BANK OF THE DOMINICAN REPUBLIC THE PESO EQU1 VALENT OF
THE U. S. DOLLAR DISBURSEMENT, THE PESOS IN THE SPECIAL
ACCOUNT WILL BE USED IN SUPPORT Gf THE INVESTMENT AND
DEVELOPMENT PROGRAM OF THE GRANTEE AND WILL BE
PROGRAMMED JOINTLY BY THE GODR AND A.I.D;J KILDAY
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ORIGIN AID-00
ORIGIN OFFICE ADP-04
INFO FPA-82 LADR-83 FCA-01 RELO-Bl LACA-03 /814 A4 329

INFO LOG-08 ARA- 00 /080 R

DRAFTED BY: AID/LAC/DP: COWILLIAMS: COW. 32771
APPROVED BY: AID/LAC/DP:DERBE
AID/LAC/DP. SSHARP AID/M/FM/PAFD: HTRAN (SUBS)
AID/LAC/CAR: PKOLAR (INFO) AID/FM/CAD: JHEVESY (INFO)
AID/LAC/DR: PBUCKLES (INFO)
------------------ 031044 2902447 /38
0 2902407 JAN 838
FM SECSTATE WASHDC
TO AMEMBASSY SANTO DOMINGO IMMED[ATE

UNCLAS STATE 027409

AIDAC

E.O0. 12356. N/A

TAGS:

SUBJECT: USAID/DR ESF PROGRAM

REF:  (A) SANTO DOMINGO 00556 (8) STATE 394553

1. PER REF A, ACTIVITY AND PAAD NUMBERS ISSUED IN REF B
HAVE BEEN CHANGED TO THE FOLLOWING:

FROM ACTIVITY 517-0171 10 317-0255
FROM PAAD 517K-603A" 10 L 91TK-604

2. REVISED BUDGET ALLOWANCE NOT NECESSARY SINCE
ADJUSTMENTS WILL BE MADE BASED ON THIS CABLE. SHULTZ

UNCLASSIFIED
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P 2214502 JAN 88
FMXMEMBASSY SANTO DOMINGO
TO SECSTATE WASHDC PRIORITY 9529

UNCLAS SANTO DOMINGO 88556 jj?zZ]rT . G;za /,»
-

AIDAC

FOR LAC/DR P. BUCKLES
- M/FM/PAFD E.S. OWEN

INFO LAC/DP SALLY SHARP
- LAC/GC C. BROWN
- LAC/CON G. BYLLESBY

E.D. 12356: N/A
SUBJECT: USAID/DR ESF PROGRAM

REF: A. 87 SANTO DOMINGOD 14827
B. 87 SANTO DOMINGO 12692
C. B7 STATE 394553

1. USAID/DR REQUESTS THAT PAAD AUTHORIZATION FACESHEET
FOR RESIDUAL FY 87 ESF PROGRAM REQUESTED REF B REFLECT
A NEW PROJECT NAME AND NUMBER AS DESCRIBED BEL OV,

USAID, IN TURN, wILL PREPARE A NEW GRANT AGREEMENT
.RATHER THAN AMEND PREVIOUS AGREEMENT NO. 517-0171.

2. NEW PROJECT NAME: PRIVATE ENTERPRISE SECTOR SUPPORT
NEW PROJECT NUMBER: 517-0255.

3. RATIONALE FOR CHANGE 1S TO AVCID HIGHLIGKTING THE
DECLINE IN ESF RESOURCES SINCE THE CHANGE IN GODR
ADMINISTRATION. U.S. MISSION ALSO BELIEVES THAT THE
PAAD AND THE MACRO-ECONOMIC PROGRAM OF THE GCDR, WHICH
15 THE BASIS FOR THIS ASSISTANCE, I5 IN FACT A NEW AND
DISTINCT PROGRAM. THEREFORE, THERE 1S NOD NEED TO REFER TO
THE PREVIOUS AGREEMENT AND ITS AME NDMENT S

4. ACTION: REQUESY THAT LAC/DR REFLECT THE CHANGE 1IN
PROJECT NAME AND NUMBER IN PAAD AUTHORIZATION

S. ACTION: REQUESY THAT M/FM/PAFO REISSUE BUDGET
ALLOWANCE WITH NEW PROJECT NUMBERS. Fyl: PREVIODUS
BUDGET ALLOWANCE WAS ISSUED PER REF. c.) KILDAY

UNCLASSIFIED
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ACTION AID-B2

WNFO IELE-E: /801 A6

ACTION OFFICt LACA-B)

INFO #PA-B2 AALL-B) LACOD-21 LAD®-B¢ LADR-03 FVA-81 PPPD-B2
*8C=8) GCLA-B) PPLC-D1 FPIF-B1 GLOR-80 APPC-MY PPR-P)
PYC-02 RILO-81 DO-§1 PEL-B5 /030 A4 3D)

INFO LOG-02 CIAE-80 (0-03 D00E-20 ARA-B8 /803 ¥
eoemcmmmmraceeeee=Ji2406  S421832 /)

0 8420431 DEC 07

FR AMEMBASCY SANTO DORINCO

TO SECSTATE VASHD: !WAIDIATE 87{)

ONCLAS SECTION B OF §7 SANTO OCAINGO 12692
AIBAC

PASS TO ARA/CAR

L.0. 12086 W

SUBJECT:  USAI0/08 FY 1912 ESF FAAD OPLATE

REFS: (A} STATE 141284, @) SKNTO DORINGD 14327,
€) STATL 14882

1. StMmARy

USAID DEFEKRID OB 1GATION OF FY 1987 ESF RESOLRCLS WMEN
THE 6003 FIRST SUSPENILD THL FREL MARKCT FORLIGN
CXCHAZGE REG M3, KM LATER Va5 LNAELE 10 COFPLY VITK
FISCA, DEFIC'T RECUCTION COMMITIENTS THAT UNDERPINNIL
TNE PROJRA™ WWICH THE ES7 FESCUSCES VERE INTEMDEC 1O
SUPPORT  THL FREf MARKE! FORLICN EXCHANGE RECTHE KAt
MOV BEEN S:T SFACIOPILY PESTOREL, AND FISCAL PEASURES
ADEQUATE TC ELIMINATE OD*ESTICALLY FINANCED FISCA.
OEFIC'TS In 988 SRE BLIAG IMPLEMINTED. THIS PAAD
CUPDATE" PROVIDES BACACRIUND ON EVENTS WHICK hAVE
OCCURRED SIRCE TH: ORIGINAL PAAL WAS REVIEWID AND
DISCUSSLS LSALO'S OVERALL PROJRSM STRAVEGY, ThI NEW
FOREIGN EXCHANGE FECIME, BALANCE OF PAYMENTS ISSUES, AND
FISCAL ANO MOMETATY POLICY 10PLSMENTATION, 1T PROPOSES
REVISTD POUICY COVEMANTS FOR & (MANT ACREEMENT UTILIZING
THE RESIDUAL S12.5 MILLICN OF Fy 1937 ESF RESCURCES.
BIAID/DR RIQUESTS AUTHORIZAYION TO PROCEED wivR
QBLIGATION On OR ABOUT DECEMBER 15, 1947 OF $1).1
AILLIGN IR SUPPORT OF THIS PROGFAN.

D ———

1. BACKGROUDD

USAID DIFEIARED GRLIGATION OF FY 1937 ESF RESOLRCES WMEN,
1N JURE OF TKIS YEAR, THE GODR IUSPENDED THE FREE MARKET
FORE 16N EXCHANGE PEGIMI THAT WNCEPPINNID THE coOR
ECOMONIC PROGRAN Wi 'CH THESE RESOURCES VEIRT IATENDED TO
SUPPORT. AT TRAT Y'ME, VN[ GOVERIMENT WAD COrRMITTED
ITSELT TO A PROGRIN DESICKEL TO ACHIEVE MAZROECOWORIC
STARILIZATION BY IMPLEMEAY ‘WG FISCA. MEASURES THAT WOULO
ELIMINATE FISCAL AWD QUASI-FISCIL FINAMCING GFPS WITHOUT
TNE NEED FOR ANY INMCRZASE N DOPESTIC EAWKING SYSTEM NEY
CREDI® TO TNE CONSOL!IDATED PUBLIC SECTCR, MELSURES
ADECGUATE TO aCCOML 'SA THESE COSLS VIRE EXPECIED TO EE
IRPLEMENTEL BY AUCUST 5817, NOMEVER, THE PROCESS ‘OF
SORTING OUY A APFROPRIATE FOREIGH EXCRANGE REGINEZ,
CORTROVERSY OVER LUCH ISIULS aS YHL MIMIMU< WIGL TO &€
PAID PUBLIC TMPLOYEES, AMD DEVELOPRMENT OF THE 1933 '

INCOMING

. ANT0 12192 B OF 0 UM W N2 AN
CLNTRAL GOVIRNMENT BUDILY, BELAYED EXPECTYLD
INPLEMENTATION, TRE 1SSULS THAT CAUSED YL Fv 1947 g8
PROGRAN TO RE DIFEFRED ARL ROJ LARGELY SESO.VEL, T

'COUNTR” dAS RETURNED T A UNIFIEL, WARNET-BASEL FoRf|Cn

EACKANGE RECINE, AMD MIASLRES WALE BEIN IPPLEMNTED of
FORMALLY SUENM TTED TO SONCRES: ThA™ SNOLLD RCSLLY In
STABIL ZATICN OF FINANZIA: STRUCTUPES, INCLUDING T
MEAR TERY REDUCTION OF IMFLATION AMD RELIEF OF PRESSURES
O TNE BACHANGE RATE ACD BALASCE OF PAYPENTS.

W EST'MATE THAT REAL 3PP W:LL GEOV SOMI 5.8 PERCINT

THIS YEAR.  VITh ASPROPRIATE POLICIES ARD FINANCING, VT
PAOJEC™ ROVIN 10 BE OV TRE ORDE: OF 2.7 PERCEMT IN 1518
AXD TO AVERAGE 4.0 PERZENT I 10E3 AND 1988,

WEVERTRELESS, THESE GRIVTr MATES AR[ WOV ASSURED. X
THE ABIENCE OF EXTIRWA, FIMANZING S0 FILL THE PROJECTLD
RISOURCE GAPS, TNE COS! OF TMi ALJUSTHEAT REQUIRED 10

SHIPIE ABIR Il ITETIM WS P IBLWAIIl PERIPTIGES P
WHIL Ve SIMmioIARIIWY ®: (MR IeI®ng =teerimime ca

POTENT:ALLY LARGE, AND VILL YMPACT MEAVILY O AEV
PRIVATL INVISTHINT AND THL DOUNICAN ECCMOMY'S ABILITY
T0 REACK A GROVIH PATH ADIQUATL 10 ASSUEE 1MPRCVERINTE
IN OVERALL VELFARE OVER ThE MiDI\M TERM. WE ESTIMATE
TEAT REAL[ZAT DY O NI MSDEST GEDVIR TARGETS SF FOR
VAL NEXT THKED YEAFS WILL REQJIRL “OTal INVESTPENT
AVERAG'N; SOML 25 PERCINY OF GDP. POR THIS GRCWTK TO B
BALANCID ANZ SUSTAINAB.E, ABOUT 78 PERCEN™ OF ALV
VAVISTREST SMOU.O OR GINATE )& ThE PRIVATE SICTOR.

THE ADJISTHENT WITH GROVIN® SCEMARIO WE NAVD SKESCHLL
OJT ASSUES THAT STAEI.IZLT 0 AKD GROMVIK DBJECTIVLS CAN
B ACH EVED V T40UT ACTUAL REDQUCIIONS b AVERALL
CMSUNPTION LEVILS, BUT DCES NOT ALLOV FOP INCFEASES N
PER CAPITA CONSMPTION, ThA™ 1S, ALL IMPROVEFERTS In FER
CAPITA GOP LEVE.S ARE ASSIMED TO BL INVISTED. EVEN SC,
SIGNIF CANT RISURCE GAPS AVEAAGING $13: PILLICN PER
YEAR ARE PROJECTEO ARD VILL RSQUIRL FIMSHCINSG, FAILURL

UNCLASSIFIED
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ACTION OFFICT LACA-83 12, 1907 That;

INFO FPA-8) AALA-I1 LACO-DI
6C-81 GCLA-8) PPOC-1)
PVC-82 RELO-21 DO-£1

PPPE-B1  GCCH-82

PRE-O6 /018 &4 3DS

LADP-BL LADX-0) FYA-B) PP()-D?
APPC-£7

() ESTABLISNED An INTERWAT:ONA,
PAYRENTS SYSTEM BASEC OW A LWIFILD, WARKET-DETERPINED
CXCNANCE RATE; @) RRIZED TME CXCHANGE COPMISSION On TaE
FOB VALUL OF TRANSACTIONS FCR WON-ESSENTIAL PRIVATE

PPR-8:

LOrY-8) CIAE-80 [0-D)

et e TP 113

INFO  L06-08
0 8428431 DIC O)

FH AMEMEASSY SARTO COMINGD

70 SECSTATE VASNDC IMMUIDIATE 8744

WICLAS SICTICH 82 OF §7 SAKTD DOMINGD 11692

AlDAC
£.0. 12256 W/
SURJECT: SSAID/DR FY 193) ESF PAAD UPDATE

TO OBTAIN THIS FINAKCING WILL WESESSARILY RESULT INK
REOUCED LEVELS OF TAL IMPORTZ NEZDED TO SuZtain THE
ECONOrIC RICCVERY, SINCE REDUCTIONS IN ALREADY MEAGER
COMSUPPTION LEVELS ARE WOT TENABLE. THI STARTING POINT
FOR REALITZINC THE PCSITIVE EXTERNAL CASe FLOV REQUIRED
70 FILL THE PROJECTED RESOURCE GAPS, as &T INDICATED N
THE PARD FOR THL BEFERKED FY 1987 PRCIRAF, (3
SUBSTANTIAL EXTERNAL DEBT RISCHIIULING,

3, PROCRAN STRATEGY

TAE RISSIOR‘S STRATEGY 1S TO WORK WITY THL €307 To
DEVELCP A PRCGRAM FCCUSED Ch STARILIZATION 0° FiNANSIA,
STRUCTURES WITHIN A FRAMEWCRE OF BALANCID ECINIRIC
RECOVIRY LEALING TO SUSTAINED GROVTM OVER THE MEDIUN
TERE,

iN PARTICULAE, WE WILL SEEM AN ROJUCTMENT SCENSRID THST
VILL REDUCE IMFLATICN FRO% A PROJECTED 26 PERCERT In
192 TO & PERCENT By 3998, STABILIEL THE EXCYANGE RATI,

00E-80 Ala-22
KUT 765 8

INPORTS FROM $ PERCEKT TO 20 PLACEAY, AKD TH( Sovirnuat
WAS ANSOUNCED TKAT TEE PADCEEDS OF THIS INCREASE wiL. gf
USED )CLUSIVELY FOR [ TERNEL DEDY SERVICE OF.16ATIOVS
OF TOE COMSOLIDATED PUBLIC SECTOR; () REESTABLISHID
AUTNORIZATION FOR RESIDENTS 1O NOLC OOLLAR ACIOUNTS (N
BORESTIC CONMERCIAL BAMKS; U) ABILISNED THE TwWD PERZENT
LXCHANCE COMMISSION CN EXPORTS; ANC ) WANDATED Ak
RACHANCE DEPOSIT, LQLAL YO 18 PERCENT OF YN LD:Al
CURRENCY EQUIVALENT VALUE OF EXPORTS OTHER TWAK FROK
FREL ICNIS, FCR A PERIOD OF 80 DAYS AT 32 PERSINT ANYUML
INTEREST. 1M ADDITICN, THE EXXCUTIVE DRANCH LATER
EXPORTS, EQUIVALENT TO THE CIFFERENCE BETVELN ToI
PREVAILING MARKET BATID EXCHANGE MATE AND A PATL OF FOUR
PESOS 10 ON COLLAR,

/088 ¥

THL NEV FOREIGN EXCHANGE REGIME CONSISTS BASICALLY L.d
TVO RARKITS, VITH & SINGLE, UNIFIEL, RARKET-CETERMINED
EXCHANCE RATE 1M TERPS 07 AMY OTHER CURRENCY. AS SULK,
TNE WEV SYSTEP PMAMDATES A CLEAY FLCAT. TECHNICALLY,
WOVEVES, UNTIL SUCK TIPE AS THE EXCNANGE OMRNISSIONS On
RON-LSIENTIAL I1PORTS AND EDPORTS CF SUGAR ARD RIRMING i
ARE ELURMATED, THE REV SYSTEM WAS TLEMENYS O° »
RULTIPLE EXCHENGE RATE SYSTEM.  THE EASWANGE COTISSION
O NON-ECSENTIAL IMPCRTS, BY ITS NATURI, CAN ALSO B
CNARACTEFIZED AT. TEMPORARY.. TKE RATIONA.E FOR TH[
EXCHANCE CONMISCIONS 1T TO PROVIDE & MECHARISY FOR
NEAR-TIRR FININCING CF FISCAL ANE QUAS)-7 15CA. FINANSING
GAPS, VITHOUT THE NEED TO IPMIDIAYELY SUBPIT TO THE

AND RESTORT PER CEPITR INCCHD LEVELS AN) AnNJA. ECOYD=IC

GROVTN AS REASURED BY PER CAPITA GDP TC 1980 LIVELS B
1998/11.
AGAIN BE OF THE OROLR OV SS8D ARD ANNUA. PER CAPITA
GROVTN WOULD AGAIN BPPROACH 3 PERCENT.
ADJUSTMINT WITH GROVTH 1S ATTAINMABLE, BJT WitL REQUIR:
CAREFLL COORCINATION OF GOCR FISCAL AND MOMETARY
POLICIES, SIGNIFICART INCREASES IN PRIVATE SICTOR
IRVESTMINT, AMD SUBSTANTIAL EXTERNAL FINARCING OVER TNE
KEXT THPEE YEPRS.

FISCAL POLICY WOULD ST PRIFARILY DIRECTED AT
STARILIZATION OF FIMANCIAL STRUCTURES AND CREATING THE

1N 1987 PHICES, PER CA®ITA GD® WDULD THEN OxCE

THIS STRATEGY OF

COMDITIONS FCR SUSTAINED GROVTH OVER TH: MIDIU1 AND LONG

TERR AATHER THak JUST THE POBILIZATION OF ADDITIONA,
RESOURCES FOR AM [XPANDING PUBLIZ SECTO? INVESTFENT
PROGRAN THAT BY ITSELF 13 NOT FULLY ADEQUATE.
POLICY WOULD SEEX & BALANCE-BETWIEN THE CRJESTIVES OF
STABILITATION ON THE ONE NAND ARY FiNANCING PROCUCTIVE
PRIVATE SECTCR {WVESTHENT @Y PROJ!ZION OF ADEQUATE, BUT
WOT EXCESSIVE, CREDIT ON THE OTHER.

PMONETARY
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ALTION AID-B¢ INCREASE IN TAL VOLUPE OF PETROLIUP IWPORTS, AND [} THE
INPORT CONTENT OF PUEL C SECTOR CAPITAL SPENDING WHICH
nro ILLE-RI /B AS INCREASED 139 PIRCINT & NOPILAL TERMS (82 PERCENT 1N
REAL TERMS) COMPARED TO 1986,
ACTION OFFICE LACA-S)
INFO FPA-02 AALA-FI LACC-DI LADP-0U LADR-B) FVA-21 ®PPR-m M0 ANTICIPATE A CURREN" ACCCUNT BALANCE OF PAYAENTS
6C-01 GCLA-B) PPOC-§: PPPF-B GCCA-01 APPC-0) ®pR-p) OIFICIT THIS YEAR OF THE ORCER OF 3278 MILLIDW,
PVC-02 RILO-P1 DO-g1 PRE-BC /831 A4 3MS EQUIVALENT YO § PERCIN® OF GOP (INTEREST FAYAINTS B43D)
On ACCFUALS, VHITHER OF NOT PalD; PUBLIC TRaMSFERS
INFD L0600 COPY-§) CIAL-B9 E8-80  DOOE-00 ARA-8) /801 W EXCLVOED). THIZ CORPARES TC a SURKEMT ACCOUNT BEFICIT
meveecemmeeeeee 342122 0421322 /65 M0 IN 1906 OF $118 MILLION, O& LESS YNAN 4 PERCINT CF GIP
0 S428431 DEC 37 '
FH ANEMEASSY SaNTO COMINGD THE MEV MARKET-BASED FOREIGH EXCHAMGE REGIAC 15 ADEQUATE
10 SECSTATE SASNOS IMMEDIATE 8778 O FACILITATE ABJUSTPENT TO SUBSTAMT 1ALLY REOUCE, OR
EVEN ELININATE, THE CURRENT ASCOUNT DETICIT BY CHANGING
WNCLAS SECTICN 83 OF D7 SAKTO DOWINGD 12832 THE RELATIVE PRICE OF “RADEABLIS COMPARED 1O
®on-TREDIARLES, AND SO MEBUCIHG IMPORTS. WOVEVER, SINCE
A1DAC TOTAL EXTEAWAL DENT SERVICE 12 ROUGHLY EOUAL TO TKE
WALUE OF COMNCOITY EYPORTS, TN COST OF QUICALY REOUSING
PANS 11 ARAZLAR IRFGRT5 Sowd EndiiV &0 T FOAID TVT SURTEV SNTD 2i
WRACCEPTARLY LOV, OR EVEN STAGNANT, GROVTH PATH. TNIS
1.0, 12336 &/A WOULO BCCUR EVED VITH SUBSTANTIAL KESPONSE FROM
WON-TAKD TIONAL EXPOST SECTCRL, SINCE TRESE SECTORS AAE
SURJECT:  USAIO/DR FY 1307 ST PARD WPDATL NOT YET BOTINANT,
TN PAXG PALPARID (AT YEAR GRLF B) INDICATED A Bl ANCE
LEGISUATURE & LARGE YAX PACKAGE TFAT VOULD PERAIT PESD ©f PAYRENTS FINMMCINC GAP FCR 1987 ON TAL ORETR CF $19)
FINANSING YO TAL CENTRAL AWM OF LXTEANAL DEBT SERVICI, HilLIO, AXD PREDICTED A BUILD-UP CF [XTEGNAL PAYFRTS
AND ALLOV SOPE FLEKIBILITY IN PETROLEJN PRICING ARREARS UNTIL RESCHECULING CF DENT COULD BE IMPLEMTHTED.
POLICIZS. TNE [XCHSNGE COPMISSIOM Ob SUGAR AXD MINING
IXPORTS WAS PULL ISNED SIMULTANZOUSLY WITH A WLV DECREE CEINTRAL DANK ARREARS ON RESERVE L0fBILITIES DECL INED 8Y .
WHICH RaISES TRE PUPP PRICE O GASOLIME EY 28 PERCEYT, 236 MILLIOY 1 1906, AND MAY MAVI CLCUINEL FURTHER THIS
IVIK SO, PUMF PRICET FOR REGULAR CASC. 1M ARD STILL YIAR.  MOVEVEF, PARIT CLUB ONC BILATLRAL ERRLAPS
RELATIVILY CFEAP AT TEE EQUIVALENT OF L.S §F CENIS PR INCREASEC SOM! 138 PILLION IN 1946, ADJUSTING FOR
GALLOM, TRL OFFICISL WARKET EXCHENGE RATE IS 1D BE ADDITICHAL MET PEDUCTIONS IN ARRCARS ON TP[ ORDER OF $23
CALCULATID EXCh DAY AT A WEIGATID AVERAGE OF FREE RARAET RILLION, MET FU.LD-UF OF EXTERNAL CEBT ARKEARS 1h 1906
SELLING RATES DF THI PREVICUS DAY. THE CFFIZIAL MRKQY ANOUNTED TO SCMI 382 % LUION. VI ESTINATE TWA", AS OF
VILL RECEIVE FOREIGH [XSNAMGL FROF EXPORTS 0° GCODS AXD TOE ENT OF OCTOBER 1987, ADIVIONAL ARREAKAGLS Oa THE

SPECIFIED SEBV-CES, AND VilL PROVIDL FOREIGh EXCwuNi

FOR EXTERWAL PUBLIC DERT SERVICE, PLTROLEUM IMPCRTE, .
PUBLIC CECTO! iMPORT FEQUIKEMENTS, SPECIFIED PRIORITY
PRIVATE SECTCR 1MPORTZ AND PENDINC OOL IGATIONS INCURRED
BY TX! CENTRAL BANK UNDEF THE SYSTER OF CONTRDLS.

THE FREDL MARKET Will RETAIN FOREIGN EXCHANGE FrOnm
TOURISH, CASINDS, REM:TTANCEC AND PRIVATE KC.DINGD, W
PROVICE FORL (G EXCHANGE FTR PRIVETL SLITOR IMOCRTS Of
6000S AID SEEVICES XOT FIMLNCED 8Y ThE OFFICIAL MAR4ET,
BON-PLIORITY SERVICES OF THL PURLIC SECTCR, PRIVATE,
WON-GUAFANTEED EXTEAXAL DEET SERVICL, PRCFIT REFITTANCES
MID PRIVATE CAPITAL REPATRIATION, 10 GENERA., CENTRAL
BANK APPROVAL IS RO LONGER RCQUIRED FOR INTIRNATIONAL
PAYNENT: 8T TME PRIVATE SECYOR.  EXCEPTIONS ARE
PAYRENTZ FOR CERTAIN TECHMICAL SERVICES, ROVALTIES,
PROFIT RENITIANCES AND CAPITAL REPATRIATION,

$. BALANCE OF PAYMENTS ISSUES

THE AVEPAGE VALUT ©F THE PISO DURING 1937 IS EXPECTED YO
REFLECT DEPRECIATION, (N TERMS OF US DOLLARS, DM THE
SROER OF 29 PERCENT OF MORE, COMPZRED TO AVERAGE 193¢
LEVELS, LARGELY AS 3 RESULT OF: ‘1) THE RAPID GROVIH (N
THE MONEY SUPPLY 1K 1986 AKD CONTINUED GROVIY IN 1937 AS
& MEANS OF FECILITATING RAPAD ECONOMIC EXPANSIOM, AND
Q@) A NOMINAL S2BT PI110N INCREASE N IMPORTS WITHOUT &
COMPLENSURATE INCREASE IN EYPORTS. THE RISE IN INPORT;
1S PRIFURILY DUT TD:  U) 4 S& PERCENT IKCREASE 1M THE
VALUE OF PETROLEUN IMPORTS RESULTING FROP INIREASED
WORLD PPICES FOR PETROLEUM PROOUCTS AND A 23 PIRCENT

UNCLASS IF 1D
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ACTION OFFICL LACA-B2

INFO FPA-B AALA-BL LAC0-£1 LADP-BL (ADR-§3 FVa-81 PPRR-M?
6C=N1 GCLLA-3) PPCI-8) PomF-g: GCCA-0 APPC-92 PPR-§)

PAC-02 BELO-D1 DO-8: PR:-Bt /338 &4 303

INFD LOG-85 COPY-B] CIAL-07 (€9-98  DODE-DE ARA-93 /M0 ¥

ecersesmccse——ee= 312100 KUNI /M N
0 8420437 OLC D)
M AMEMEASSY SINTO BOPINGD
J0 SECSYATE VALNDC 1MPEDIATE 8771

WHCLAS SECTi0% 84 OF §) SANTO DOMINGO 12693
AIDAC .

PASS TO ARA/CAD

£.0. 12386 WA

SUBJECT: WUSAIL/D® FY 3817 ESF PAAD WPDAT(

ORDER OF 3120 PELLION, (WS(UDIMC SE8 MILION OF INTERIST
OBLIGAYIOKS, ACCRUED. TOTAL QUISTANDIN; ARREAIS AS O°
SCTOBIR 31 STOCD AV APPROKIMATELY 3336 %ILLI0k  OWR
REVISED ESTIRATE OF THL BALAKCE OF PRYRINTIS FIVANCING
GAP FOR 1987 1Y 170 riLLiION.  THD CUML.ATIVE PROJECTED
FIRARSIAG GAP THROUGH THE ENC OF 398§, BASED OV
PROJECTED RESOLRCL GAFS NIEDED TO ATTAIN TARGETED coP
BOVIN DLRING 1588 AND 1919, SPPROPRIATE RIDUCTION OF
ARRCARS, AXD CCAFIRMEL DONCR DISBURSERINTS, 1S 3412
RILLION,  THIS +3 ROUCHLY THL AFJUXT OF MEW FIVARCING
IRCLUDING DEBT RESCHELULING, TMAT WILL BE WNECL3SARY
DURING 1988, VITH THIS FINANCING, THE SOUNTRY Will B:
PO'SED FOF MEALIZATION OF POSITIVE AKD FUSTAINABLE
GROVTK CVER TWE WMIDIUr TERE, ANT TNE ACJUSTAEN! WEEDED
FOr A PCTEXTIAL ALBEIT SMALL, CURNEXT ACTOUNT SURPLUS
IR BALAMCE ©F PAYRENTS FOR 1838 Will BI O TRAIK.

€. FISCAL AND MOXETARY POLICY

ALTROUGE APPROPRIATL POMETARY AMD FISCA. POLICIES WAVE
®R0T DEEM CONSISTERTLY COORDINATID OVIR TH: PAST YEAR,
SICAIFACANT PRCGRESS 1S XOW CSCUARING, AKD WE ARE
OPTIMISTIC TXAT BALAGLER'S RECENT DECISION TO LINR
FISCAL SND MOMEYARY PCLICIES, AND HIS DICISION YO BLCOME
PERSONALLY IRVCLVED b BOTH FIRTULATION aND
TMPLENEATATION, WILL KAVE FAVORABLE RESJLTE.

TRE GOVERNMENT'S FISCAL POLICY \WPLEFCNTATION DURING THE
FIRST YEAR OF THE WEL ADMIKICTRS" 10N, T40UGH 1MCOMPLLTE,
VAS WOWTTRELESS LAUDAELE. DN AN ASCRUR, DASIS, CENTRALL
COVERNMENT RECLRREMT SPENDING DECLANED FRIM 11 &4 PERCENT
OF GDP 1IN 1936 TO A PROJECTEC 7.2 PERCENT OF €IP TNIS
YoAR. TOREOVER, DUL TO BUOYANT RIVENUT PEIRFORANCE,
CENTRAL GOVERNPENT SAVITieS I 1937 (S EOV ERPESTEC TO B
130 PERCENT WIGHER THEW J98f SAVINGS 13 REAL TERMS,
UNFIRTUMATELY, THE CEATRAL GCVERMMINT DID NOT PAY 30M:
88 PERCENT OF EXTERNA. DEBT (NTERESY OP.IGATIOIS (N
1936, AMD A2 OF THE END OF OCTONER, WAD FAILED TO PAY
ANY EXTURWAL DEBT INTEREST OEL!GATICNS FOR 1387, TN
CENTRAL BANK WS, MEVERTHELFES, SELECTIVELY PAID A
SICNIFECANT POKTICN OF THESE OBLIGATION: AND, N SO
DOING, WAS IMDIRECTLY FINAKCEC VHEM. WAL EARMIRKING FOR
EXTERWA| DEBT SERVICE OF ALL PROCEEDS FROM THE 20

TELEGRAM

SANTO 12682 84 OF N sa21EM1 3 NHY
PERCEYT IXCHANGT COMMISSION Oh NON-LISERTAIL 1WPORTS,
ESTIPMATEL TO YIELD RDEYI® FILLIOR DUKING 3808, WilL
FINAKCT POST (MYEREST COLIGATIONS FOR THE COMIBS YEAR,
8C THIT PROBLEN MAS BEEN “JOLAED" FOR THZ NIAR-TERN,

DURING PRESIOCNT BALAGLER'S FIRST YEAR 1N OFFICE, YaL
WV AMILISTRAYION DID, N FACT, RESCLVI THE Fiaaxcing
PEOBLIMS OF TWE CENTRAL GOJCRAMENT, MXICH WAS MIS
PERSOVAL FOCUS, MORIOVER, BLIPITE FAILUAE TO AEQUASL.Y !
FCCUS ON TRE PRCBLENS CF VAL COMINICAN ELECTRIC COPPAN(,
WMICK ARE EXPLCTED TO 8E A SEFIOUS BAatn ON RESIURCES

FOR & LOMG TIME YEY, TP REDUCTION Oh THE CCWSO. IDRTLO
PUBLIC SECT0R DEFICIT FOR 1987, AT 3.1 PERCENT OF GOP,
SONPARED TO 4.5 PERCENT N 1844, IS A VERY CREDIBLE
PERFOTANCE.

1h ADIITION VO YNE EXCHANGE COWMISSIONS ALREADY
DEISCRIBEC, THE CODR WAt RECINILY RAISED TN PUP® PRICE
OF GASOLINL 8Y 28 PERCENT; TH!S SHOULD YIELD RDiSS
MILLIDN YO TNE YREASUR) DURING 1938, AFTER CISCINTS 19
SUCH PREFERRID CUSTOMEKS A3 SCC. TWE TAK PACKASE
SUSHITTEL 7O TWL LEGISLATURL, IF APPROVED AS PRIPOSLD,
COULD YIILD UP YO AN ACDITIONSL RITZ40 MILLION. THIS
TAX PACKRGL INCLUDES VRU FOLLCWING MEASURES:

- " AR EXPICTED YIELD, 1881
- . ®ULLIONS OF PESOS)

1) BROADIN COVERAGE OF SALELS 1AX {IT81) . 1
2) ADDITIONAL TAXES ot BEVERACES AXD CIGARITIES 1
3) ADDITIONAL DLTY On FREYIOUSLY EXONIRATED IMPORTS 19
4) STRENCTRENID SRNCTICNS ACAINST INCOME TAX CYASION 39

$! SPLCIAL TAX ON LUKURY ROUSES . 19
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INFO L0G-0J COPY-8) Ciat-00 ED-23 J0DE-30 ARA-B} /M) VW
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0 M420031 DEC W7 '

FM AMIRIASSY SANTO DOTINGO

TO SECSTATE WASNCC IMPEDIATE 3772

UNCLAS SECTION 8% OF 7 SANTC DOMINGD 12692

AIDAC .

pace TH adarrss

£.D. 12386: wa
SUBJECT: WSAID/OR FY 1987 IST PAAD WPDATE
§) SPECIAL TAX OX FINAKCIAL AZTIVITIES L ¥

ROT YIT AWMOUNCEL, SUT EXPLCTED EARLY IN 1918, AR
ELECTRICITY TAKIFF ADJUSTMINTS AND & RETAIL SALES TAX ON
PETROLELM PRODLCTS,

THL REVINUE MERSURES £LRECADY PROPCSED, OF IMPLEMINTEL
ARL AD M)C I MATURL AND NCT NECESSARILY SONSISTINT W(T4
TRE SPIRIT OF TRL OVERALL REFORM OF THE TaX SYITIM ThAT
TRE GOVIRRMENT K.PES 10 IMPLEMENT JURING DALAGUER‘S
TERURE IR OFFICE. THE PROPOSED RETCRMS WOULD INSLUDE
POSSIALY EXTENSIVT STRUCTURAL AKD ADMINISTRATIVE REFORM;
TO BROAZEM YEE TAX BASE, RATIONALIIL INCENTIVES, LOWER
RARGINAL PATLS, AND IPPFOVE TAX ECJITY ARD DVERA,L Ta¢
EFFICIEXCY. THE GODR NAS DISSUSSED THL KEED FDR
COFERENT TAX REFORM WITY USAID, TrI WORLD BAN) AN[ THE
OAS.  USAID 1S WOV EXPLORING. MOV IT CAN BIST B[ OF HILP,
SUT VILL CCORDINRTE TS EFFORTS WITH TWOSI OF THY OAS
ANC WORLO BANK. WORLL BAN' INVOLVEFENT CAN BE EXPECTED
1N THL CORTEXT OF & SIRLCTUREL ADJUSTMENT LOBK (SAL),
SNOULD TNE GODE &ND Th{ BANK AGREE Cn THE POLICY
FRAMIVORK SUCH AX UNDERTAKING WOULD ENTALL,

THE GOVERNMENT'S INTENT it YC ELIRMINATE DOFESTICALLY
FIRANTEL FISCAL AND QUASI-FISCAL FINANCING GAPS DURING
1888 CLEARLY NaS PRIORITY OVER COMRIMENSIVE Tax
REFORN. 1T 1S WOV UNCERSTOOL TWal 4 MAJOX CAUSE OF
RECENT INSTARILITY OF FINANSIAL STRUCTURES NAS BIEN
INRDEQUATE FISCAL BALANCE. THE MEASURES IMPLEMENTED OR
PROPOSEL M RECENT VEEKS ARD EXPECTED YO PKOVIDE AN
ADCITIONAL RDSE6 MILLION OF REVENUIS TAIS YEAR, aND
ROSI.M7 BILLION WEXT YEAR., EVEN 17 THE EXCNANGE
COMISSION On BUGAR AXD MINEAAL EXCRTS 1S $00H
RESCINDED, ARD PPESSURE 15 INTERZISYING TD 0O 30,
IMCREASID REVENUES FRCH THE XNEW MEASURES SOULD 8% SOme
ADS8IS miLLtoxn,

THE GOVEIRNENT MRS PRCJECTED THAT APPLYING ONLY R03%68
MILLION OF THE POTENTIAL RD3). 87 BILLION ASSOCIATED VITK
THE MLV MCASURES TO CEHTRAL COVERWSENT ACTIVITIES AND
SURSIDIES TO PARATTATALS CDULD RESULT IN REDUCING THE
CONSOL IDATED PURLIC SECTOR DEFICIT J0 A MERE ONE PERCENT
OF GDP N 1936, SINCL THE GOVERKMENT PROJECTS N:T
EXTERNAL FIHANCING €QUIVALENT TO ). 6 PERCENT OF DP,
THIS WOULD PERMIT A REDUCTION IN DORESTIC FiMANCING OF

BRAAMAA LR L- B
TELEGRAM

SANTO 12092 #% OF 07 BAIMII 2437 M3 AID

ToL COMSCLIDATED PUBLIC SECTOR TOUIVALENT.TO 1.6 PERCENT
O 6DP. WK WAVE EXANINED TWE GOVERNPCNT'S PROJECTIONS
10 DETAIL, AND RAVE CONCLUDID TNAT .THEY ARS FEASIOLE.

W [XPECT SOME CHaNGES, DEPENCING ON SUCH THINGS aS TAE
OUTCOME CF THL PEASURES SUBMITTED T THE LEGISLATURE,
BUT. WL, ARE CONVINCED THAT TKE GOVERNFENT 1S COMMITTED TO
FINDING A WAY OF APPROPRIATELY FIMANCING ALL OF 1S °
ACTIVITIES DURING 1950 SO AS TO COMBINE FISCAL MEASURES
WITH MONITARY MEASURIS TO STASILIZE FINANCIAL
BTRUCTURES, EVEM RT TNE COST CF POTIATIAL SNORT-FALLS IN
REAP-TERN GROVTN TARGETS,

O TNE MOMETALY SIDE, SARROV FONLY, DEFINED AS CURRINCY
IN CIRCULATION BNP ZxIVATL SECTOR DEPAND pErPOSITE, ROSE
40 rERCEXRT ON J2RE.  BEOAD MOMEY, WMICH CONSISTS OF
RARRD'? MONEY PLUS SAVIAGS AND TN DEPOSITS, GREV 78
PERCENT N 1908. WE EDPECT TNESE AGCREGATES TC INCREASE
SONL 12 PERCENT YO 14 PERCENT IN 1987 AND AGRIN §¥ &
LIRL MMOUNT I 1983, PONETARY POLICY KAS SEEN GENERALLY
ADFOUITF  SUT CommeRCISL BANKS WAVE MAD DIFFICULTY IN
RECENT MONTHS PMEETING RESERMVE REQUIRERENTS, LARGELY DUE
TD THE LINLING CF RESEAVL REQGUIKEMENTS VITH COMPLIX
PORTFOLID COMPOIITION IMPERATIVES. A4S OF THL END OF
BOVIMEIR, \E WNDERSTAND THAT CALY 2 {F 24 CCAMERCIAL
SANTS WERE IN CTh 1ANCE WITK RESERVE REQUIREMINTS. THE
CENTRAL BaiKk WA! TNESE 1SSUTS UNDER REVIEV AND WI [ #4441
A CHANGE IF THE RESERVI/PORTFCLIO COPPOSITICN SYSTER,
PEREAPS AS EARLY RS DECEPSER.  EXPECTED CNANGES wouLd
REOUCE TME COMPLEXITY CF TH[ SYSTER, LOVER DIRECTED
CREDIT REQUIRLMINTS ANC LEAL 10O RESTCRATION DF BAWKING
SYSTEN RISEUVE RECOIREPENTS AZ AN INCTRUMENT OF MINETARY
POLICY, RATHER TMAN BEING USEL PRIMARILY A5 AN
INSTRUMENT FOR RESOURCE ALLOZETION.

7. POLICY COVENANTS

UNCLASSIFIED
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PASS TO ARA/CAR

T.0. 12285: wa

SUBJICT: USAID/OR FY 1987 EST PARD UPDATE

USAID BR PROPOSES TME FOLLOVING COVENANTS BE ¢MCLUDED 1N
THE AGREENENT:

() THE €3DR ViIL. COVENANT THAT IT VILL CONTINUL TO
MAINTAIN THEOUGKIUT 1581 AN EXIHANGL RAT: POLICY IN
WMICH ALL TRARSASTIONZ ARL A™ UNIT LD MIRLET-DITER™INID
RATES OF SXCHANGE BETWEINK THL J0RIN Can PEZD AN TNT
CUIRIKCIES OF OT4ER COUNTRIEC. TrE GODR W.LL NCT 1MWPDSE
ADDITICHA, CONTROLS O THE PURCKASE DR NOLDING OF
FOREIGN EXCHANGE,

@) THE €Dk WIL. TRANSYIT TO YSAID DR ITS MACRCECONCMIC
PRIGIAM FOR CALEYDAR VEAR 183L. THL PROGRaM WIlL
COYTAIK INDICATIVE TARGETS FOR NEY DO“CSTiC ASSETC OF
THE CENTAAL BAUK, DANKING SYSTEm CRCDIT 10 TME PUBLIZ
SICTOR, AND NIV IXTERUA, PUBLIC SECTOY BORROWINC, TMELE
TARGITS VILL B CONSISTINY W.T4 TPE ODJECTIVE OF
SASLEMENTATION OF FISCA. MEASUYES THAT WILL RESILT i
THI ELIMINATION OF A OOYESTICALLY F.NANCED PUBLIC SECTOR
DIFICIT DURINC CALEXDAR YERR 1983, THL GODR Wil
COVERAXY TNAT THIRL Wil. BE WO INCREASE DURING SALENDAR
1088 [N OOMESTIC BANKING SYSTEY MET LENDING TC THE

. CONSOL IDATED PUB.IC SECTOR.

LONG-RUN STRUCTURAL POL'CIES VNTENDLD YO BE INCLUDED In
COVENANTS Im TNE FY 3387 ESF ASREEMINT NAVE ALREADY DEIN
SUBSTARTIALLY COPLIED V1T, AYD ARE TREFEFDR! rOOT.
USAID/DR, THEREFIRE, PRIPOSES THAT TMEY 8E ELIMINATED
FRCN TRE AGREEMENT.

8. .PLHIED OOQLLAR USIS ARD TRACKiNG SYSTER

THE WHITED STATES BOLLATS PROVIDEC WMOTR THIS E£%F
AGREEMINT VILL BF DEPOSITED N & SEPARATL alZOUKT IN TFE
~SEBERAL RISERVE AWK OF NEV YOIX AND USED SO IMPORY

" PLYROLTUN AND PETROLEUM DERIVATIVE PRODUCTS VHDER THE

~JIRNS OF THE 3aN JOSE AZCORD  THE SAW JOS[ ACCORD IS ¢
LONG-STAND NG AGYEEMENT AMON:, LATIN AYERICAN COUNTRIES
1N MIICH THE D1l PRODUCING COUNTRIES ROVIDE LOMG-TERN
FINANCING FOR O1. IMPORIS VITH PROV'SION: FOR TE
FINANCING OF ECOYOMIC DEVELOPNMINT ACTIVITIES. THE
DOMINICAN REPUBLIC MAL BEEN (MPORTING PETROLEUR UIDER

sesww ity s a8 W

TELEGRAM

M0 1M NP uun
JUIS SECHANISN FRON VENZZVILA ARD AEXICO SINCE 1900,

THE OPENING OF THE SEPARATE ACCOUNT 1S A CONDITIN
PRECEDENT TO DISBURSEMCNT, |T MY gt INTEREST-BEAR NG
MND THE GOOR WiILL AGREC 1O USE amy INTIREST FOR YN[
BGRELD VPOV PURPOSES, T4E CENTRAL Ban¢ OF INE DAMINICAN
REPUBLIC VILL MAXE OISBUTSERENTS FRON THE ACCOUNT BASED
OH DOCUHEMTATION SUPPORTING THE IWPORTATION OF Tof
PETROLEUN SUCh AS BILLZ OF LADING, PROZORMA 1avOICIS,
MOD OTMER PCCUMENTS ACCESTABLE 10 4.5.). Tnf ACTUAL
DISOURSERINT OF FunDS di.L BE Y MEANS OF & CMET ELEX
OR BANY. DRAFT REQUESTING THE FEOERAL RISERVE BAN: CF MEV
YORK TO TRANSFER T0 TNC SENTRAL BANK OF VENLZUELS Cr THI
BAMK DF MEXICO, 5.4 THE U S. DXLAR ANOUNT
CORRISPOUDING TO THE VALTE OF TYL PESRXLUNM INPORTLD,
THESE PROCEOURES ARE THL SAME A5 TrOSL CURRINILY
EMPLOYED BY THE DIMINICAY CENTRAL BANK FOR PETRCLEUN

(L ¥

TAL CENTRAL BARK WILL BE REQUIRID TU MAIRIAIR bUvA. mal
RECORDS RELATING TO THL IS¢ OF 4.3. BO.LARS FOr a PERIOS
OF TRREE YEARS. FILES wILL CONTAIN THI OriciaaL
SUPPORTING INPORT BOCUMEYTATION AXD TM[ COBID TELEXES OF
SARK DRAFTS FOR EACK D.SIURSERENT. '

THL CENTRA. OANK VILL BE REQUIRED TO REPORY YO 1143
VECHRICAL SECRETAYY OF T4E PRESIDENCY felTH A co*y 10
A 1.D.) WITHIN THIRTY DATS OF EACH YRAVSASTION TrE:
VALUL OF THE TRAMIACTION; @) T4E QUANTITY ak)
BLICRIPTIOY OF THI LOmMICHITY PRICURED; 131 THE SUPPLIER;
AND U} THI AMOUNT RERAINING IN TME SEPARAT[ Acgount,
THE TERM(NAL DATE FOR DISBURSIMINT OF TH[ BOLLAR Funds
IS NIKE RCYTS FRORM THL JATE OF THE iMITIZL DEPOSY® e
THE SEPARATE ACCOUNT,

A Y]

THESE PROCIBURLS VILL BL FULLY TLABORATEC Ik A

REMDRANDUN ©F UNCIRSTANDING @10J) WH.CY WiLL Bf SIGNED
N CORJUMCTION WITR THE SRANT ASREEWINT. TN mov ViLL
BL SUBRITTID YO AID/W UPIN SIGNATURE. THEST PRCCECURLS

UNCLASS IF1ED

ey



vepartinerit oy owdice TELEGRAM

vt o SANTO 12682 .00 OF B B4ILBL 2439 G633 AIDRSAY < BANTO 12632 M OF B MU 3489 908 AID
ACTION AID-88 . ESTIMATE TRE TOTAL AMOUNT OF COWKTERPART TO 6f PROVIDID
- < wuOIR THL GRANT AGFLEMENT. KILDAY

o IELE-p1 /801 &S

ACTION OFFICE LACA-B)

INFC  FPa=01 AL A-B1 LACO-01 LADP-04 LADR-J) FVA-81 PPPR-Q2
6C-B)  BILA-03 PPDC-81 PPMF-€1 GCIM-I2 APPC-B2 PPR-B)
PVC-m  RELO-1 DO-8) PRE-D5 /I3 AL 1O

(NFO LOG~00  COPY-01 CIAE-0¢f ED-B2  DXOE-01 ARA-00 /831 W
eosescsccesceoce==34 430 NI211I1 /88 N

® BI28431 DIC 87

. FN ARERBASLY SANTO DOMINGD

TO SECSTATE VASKDC INAEGIATE 874

WRCLAS SICTION 7 OF ) sANTD DORINGD 12812

AlDAC

PASE TO ARA/CAR

.0 J22%: wa

SURBJECT:  USAID/DP FY 1987 ESF PAAD UPDATE

WAVE BLEw REVIELEC ARD AP/ROVED DY THI CONTROLLER'S
OFFICK.

9. LOCAL CURRENCY PROGRAN

THE LOSAL CURRERCY WILL BE PRCCRAMNID PRIKZIPALLY FOR
ASTIVITIES THAT FALL WITRIN THREE ©° THE FOUR CATIGORIES
Of TWE USAID STRATEGY. INCRIASING INDUSTRIAL
PRODUCTECN, ENNANCING AGRICU. TURE DIVERSIFICATION ARD
SUPPORTING PUELIC INFRASTRUCTURE IMPROVEMENTS. IX THE
PAST, RESOURCES WERE PROCRAPMED FOR PVYO ACTIVITIES THA®
PET SPECIFIED CRITERIA FOR INCOME AYD EPPLOYMEN® .
GENERATICK AN SELF-SUSFICIENCY. T3 MEES A GRCYING
DEMAND FCR ECONCMICALLY VIARLE NGO AN3 PVO ACTIVITIES, A
TOTAL OF RC3S.1 MILLION HES BEEN PRIGRAPRED. 1IN
ADDITION, FUNDS AFL PRCGRaMEED FOR THE USAID'S TRIST
FUND AND TRE TSP COORDINATIAG UNIT. THE BASIC
ALLOCATION AGREED TO WITK THE GODR 1S AS FOLLOVS:

PROPOSID USE ESTINATED amoun-
- 203 miLLio &)

1. IMCREATING INCUSTRIAL PROCUCTIONY
- TIROUGH PRIVATIZATION AND DERT
- EQUITY COWVIRSiCN 5.0

I, EWMAXCING AGRICULTURK. DIVERSIFICATION
- TNROUGH AGRIBUSINESS CREDIT 15.9

111, SUPPORTING PORLIC INFRASTRJCTURL
= IWPROVEMENTS @ADL, NIGHWAYS,

- iRR{CATION) 10.0
v, omer

= = BGO/PVO PROGRANS 2.1
= = AID TRUST FURD r N
- - C;HQIIITIII. it ‘ 1.9
. TotAL 6.1

UNCLASS IFIED

5} EXCHANCE RATE OF RDS4.$2 TO US3). 8D WA USID 10



