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balance-of-payments


The grant y 
support to promote the financial stabilization and economic 

recovery ofl 


country. The assistance will be obligated and disbursed subject 
to the
 

tiaion of standard C's to disbursement (legal opinion, 
designationof

sa
authorized representatives) and, in the case of these 
ESF resourcesI the
 

The United States dollars provided will be used
 may be required by the Mission.
establishment of a separate bank account for the U.S. 
dollars, and other CP'sas
 

only to i(port petroleum and petroleum derivative products 
under the terms of the
 

San Jose Accord (Mexico or Venezuela). The following covenants will be included in
 

the agreement:
 
will carry outGODR will covenant that it 

-- EA-onoraic program of the GODR. The 

the macro-economic program presented to A.I.D. which 
provides for no increase in
 

domestic banking system net lending to the consolidated 
public sector during
 

calendar year 1988.
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-- Exchange rate policy. The GODR will covenant that it will continue to maintain, 
an exchange rate policy in which all transactionsthroughout calendar year 1988, 

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 purrhase or holding of foreign exchange. 

-- Special cccount 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 will be used in 
support o. the investment and development program of the grantee And will be 
prograngimed jointly by the GODR and A.I.D. 
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E.O. 12355: 56: N/A 
T4GS: 
SUBJECT: DOMINICAN REPUBLIC FY 1987 PAAD UPDATE
 
(FORMERLY 517-0171; NOW 517-0255) 

REF: (A) SANTO DOMINTO 01165, (B) STATE 027409,
 
(C) SANTO DOMINGO 00556, (D) 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 MILLION IN SUPPORT OF THE GODR BALANCE OF PAYMENT 
PROGRAM, TAKING INTO ACCOUNT THE FOLLOWING GUIDANCE. 
PRIOR TO SIGNATURE, MISSION SHCULD ASSURE ITSELF THAT 
THE COVENANTS RELATING TO THE EXCHANGE RATE REGIME AND 
ECONOMIC PROGRAM FOR 1988 HAVE BEEN ACCEPTED AT THE 
HIGHEST LEVELS OF THE GOOR. 

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

WITH RESPECT TO NGO AND PVO ACTIVITIES SUPPORT, IS
 
SUBMITTED FOR INFORMAL REVIEW IN A. 7. D. /WASHINGTON. 
THE DESCRIPTION SHOULD INCORPORATE MODIFICATIONS OF
 
EXISTING PROCEDURES EXPECTED TO BE INTRODUCED IN
 
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 PRODUCTS.
 

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

5: A COPY OF THE SIGN!D AMENDED PAAD FACESHEtT WILL BE 
FAXED TO THE MISSION' SHULTZ 

UNCLASSIFIED
 



AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON, D.C. 20523 

MEMORANDUM 

TO: AA/LAC, D. Ink
 

FROM: LAC/DP, W. Wheeler
 

SUBJECT: DR ESF and Exchange Crisis 

As we reported 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. In
 
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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UNCLAS SANTO DOMINGO 01165
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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:
 

rT'HE 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
 
SJBJECT TO THE SATISFACTION OF STANDARD CP' S TO
 
DISBJRSEMENT (LEGAL OPINION, DESIGNATION OF AUTHORIZED
 
REPRESENTATIVES) AND, 
11 THE CASE OF THESE ESF
 
RESOJRCES, THE ESTABLISHMENT OF A SEPARATE BANK ACCOUNT
 
FOR THE U. S. DOLLARS, AND OTHER C. P.' S AS MAY BE 
REOUIRED BY THE MISSION. THE UNITED STATES UULLARS
 
PROVIDED WILL BE ;USED ONLY TO IMPORT PETROLEUM AND 
PETROLEUM DERIVATIVE PRODUCTS UNDER THE TERMS OF THE SAN 
JOSE ACCORD (MEXICO Oil VENEZUELA) . THE FOLLOWING 
COVENANTS WILL BE INC1.UDED IN 'HE AGREEMENT: 

- ECONOMIC PROGRAM OF THE GODR. THE GODS WILL COVENANT 
THAT IT WILL CARRY OL.T 71E HACRO-""CONOMIC PROGRAM 
PRESENTED TO A. I. 0. WHICH PROV:DCS FOR NO INCREASE IN 
DOMESTIC 
BAN .ING SYSTE.i NET LENDI'G TO THE CONSOLIDATED
 
PUBLIC SECTOR DURING CALENDAR YEAR 1988.
 

- EXCHANGE RATE POLICY THE 
CODR WILL COVENANT THAT IT 
WILL CONTINUE TO MAINTAIN. THROUGHOUT CALENDAR YEAR 
1988. AN EXCHANGE RATE POLICY IN WHICH ALL TRANSACTIONS
 
ARE AT UNIFIED, MARIKET DETERMINED RATES OF EXCHANGE
 
BETWEEN THE DOMINICAN PESO AND THE CURRENCIES OF OTHER
 
COUNTRIES. 
 THE GODR WILL NOT IMPOSE 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 EQUIVALENT OF
 
THE U.S. DOLLAR DISBURSEMENT. 
 THE PESOS IN THE SPECIAL
 
ACCOUNT WILL BE USED IN SUPPORT CF THE INVESTMENT AND
 
DEVELOPMENT PROGRAM OF THE GRANTEE AND WILL BE
 
PROGRAMMED JOINTLY BY THE GODR AND 
A. I.D.] KILDAY
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TAGS:
 
SUBJECT: USAID/DR ESF PROGRAM
 

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

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

FROM ACTIVITY 517-0171 TO 517-0255
 
FROM PAAD 517K-603A" 
 TO 517K-604
 

2. REVISED BUDGET ALLOWANCE NOT NECESSARY SINCE
 
ADJUSTMENTS WILL MADE BASED ON CABLE.
BE THIS SHULTZ
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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. 0. 12356: N/A
 

SUBJECT: USAID/DR ESF PROGRAM
 

87 SANTO DOMINGO 14827

REF: A. 


SANTO DOMINGO 12692
B. 87 

STATE 394553
C. 87 


PAAD AUTHORIZATION FACESHEET
 
1. USAID/DR REDUESTS THAT 	 REF B REFLECT
PROGRAM REDUESTED
FY 87 ESF
FOR RESIDUAL 


AND NUMBER AS DESCRIBED BELOW.
 A NEW PROJECT NAME 
 A NEW GRANT AGREEMENT
 
IN TURN, WILL PREPARE
USAID, 

THAN AMEND PREVIOUS AGREEMENT 

NO. 517-0171.
 
-RATHER 


SECTOR SUPPORT
T 	 ENTERPRISE
PRIVATE
2. NEW PROJEC NAME: 

517-0255.
NUMBER:
NEW PROJECT 


IS TO AVCID HIGHLIGHTING 
THE
 

CHANGE
3. RATIONALE FOR 	 IN GOOR
CHANGE 

IN ESP RESOURCES SINCE THE 


DECLINE 

U.S. MISSION ALSO BELIEVES 

THAT THE
 
ADMINISTRATION. 	 THE GCDR, WHICH
 
PAAD AND THE 	MACRO-ECONOMIC 

PROGRAM OF 
IN FACT A NEW AND
 

FOR THIS ASSISTANCE, IS 

IS THE BASIS 	 IS NO NEED TO REFER TO
 
DISTINCT PROGRAM. THEREFORE. 

THERE 

ITS AMiENDMENTS.
AGREEMENT AND
THE PREVIOUS 	 CHANGE IN


LAC/DR REFLECT THE 
ACTION: REQUEST THAT
4. 	
AND NUMBER IN PAAD AUTHORIZATION.
 

PROJECT NAME 


REQUEST THAT 	M/FM/PAFD 
REISSUE BUDGET
 

5. ACTION: FYI: PREVIOUS
 
ALLOWANCE WITH NEW PROJECT 

NUMBERS. 
C. ) KILDAY


WAS ISSUED PER REF. 
BUDGET ALLOWANCh 
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1. StMPIAR, 

USAID DEFEIRID 0L'IGATIO' OF ry 1317 [!t RESOLtCtS WHEN 
THE 6oD FIRST SUPINE D THE rEEf MARKiT FOREIGN 
[tChAOG" RIG M:, &N: LATERWAI LNAILE 10 COrPtY VITK 
FISCAL D[FIC'T RECUCTION COIIITIITS Tt.AUNDIPINH[E 
THE PARA' WIICH TIE ES; [ESCUICES LT[E INTIDEE 10 

SUPPOT THE FREE KARKI FORElC EXCHANG RECIM NA!
 
NOW BEEN ST STACIOPILY ;ETORE, ANC FISCAL ILASURE!
 
ADEQUATE 7C ELIMILA'E DOESTICALL

V 
INtNCE FISCA.
 

DEFIC'TS IN !911 ARE1 lAG IMPLIME[TED. THIS PAlD) 
'UPDAE'tPROVIO[S 8&CHGRUIID ON EVENTS WHICH NAVE
 
OCCURRE SINCE TI! ORIGI&Ai PAA: WAS REVIEWED ANO
 

DISCUSSES 1SAID'S OVERALL PRORIMI STRAI[GY, Tt NIEW
 
FOREIGN [XC ANE Or ISSUES, AND5CIME,DALANCE PAKEiNTS 

IRONETAtY I1 PROPOFISCAL iND POL ICYIMPL'.MEAkT.TIOI. S 

REVISED PO ICY COLEANTS FOR A (lAT ACREEMIrNT UTILIZING 
THE RESIDU;L £13.1 MILLIDN OF F) !117 ESF RESCURCES.
 
ENSA1/DR RILUESTS AUTHORIZATION TO PROCEED WITH 
OBLIGATION On OR ABOUT DECEMIIR 15, 1317 OF $13.3
 
HILL IIN IN SPPORI OF THIS PDGi0AT.
 

2. ACKGROUND
 

ISAID DMTIRITD Of FT 1317 1!r RCSOL'RCESNILIIATIC WH N, 
IN JUNE OF TOI TEAR, TN[ BODO !USPERID THE FREE MARKET 
TOREIIIA NANG PEGI,METHAT WNWEPPINNED THE COO 

ECONOMIC PROGRAM SO'CA TESE I[!EOURCES WIEREINTINDD TO 
SMOT. ITRAT T'HE, IRN4OVIRtffIET MiA ¢OM1TTEO 
ITULF TO A PlOGRAMtDSICNED To ACN[V .IOECONDHIC 
STAILIZATION AT IftPLEIEL'T
l FISCA. MEASURES THAT UCULD
 

ELIIINATE TISCUL LiD,UAEI-TISCtL FINAAC:i SAPS WITHOUT
 
TN[ NEED FR ANY INCREASI 'N DOP'EOTIC 1IIIXIG SYSTEM RET
 

CtEDI" TO IME CON! SECTR.
00IATED *UILIC IM$SURES 

EQUAT[ TO RCCOL SN THESE GOILS WIWI EXPECTED TO IE 
IRPLUEINTEC BY AUGUST 1317. ROEVER, THE PROCE.$ 'Or 
SORTING OUT AN APPROPRIATE FOREIGN EXCHANGE REGIM, 

COm1ROVERSi OVER !UCH ISUES ASTHE HILIMPI WAGE TO If
 
PAID PUBLIC EMPLO[EES. ALDDEVELOPMENT OF TH 1131
 

:A1;O 3IDA31 2439 116392 All12112 11 4 1' 1421132 

LUNTAL SOViRMNKINT O[LAYID
iIUDOT, 11ECT[O

IPLIIATION. l[ ISSUIS rT ISI
TdAT CAUSEDli 1917 

PiOGAlM TO It D!FEAED ARE ROd LARGELY ESDVlt. IRE 
. COUi i IETURNED T) A UVIFIEE, "AAKIT-4lIL FORcI~l 

i[1CIAG REGlIE. MD MASLIES AllESEIM IlPLIIN1NT[2 0;
 
FON&ILY SUII TIED TO XONfRISS TIA SNOLLD R[SLI7 IN
 
SIASILZATICM a; FINAN:IAL STAUCIUP.ES, INCLJDI&5 T01
 

I(l TEt1 A[DUCTIOt OF iFLATIOCI AND RELIEF OF PNlU;$U;[ 
- INIE1--E RATitE AIt IALACE Of PAYrI'NTS. 

l15"'MiTE iAT REALOP V:LL GROWSOM S.1PIRCIN 
Ills TER . V:To APPRDRiATE POLIC:[3 A&D FIlALCINZ, IT 

PIOJC" &AOVTH 10 Ic 01 TI,[ORE; OF 2.7 PIRCELI IN ISIS 
AID TO AfVIALG4. 1 PIR.nT IN 1319 AND 111. 

iiVTRTNEE[., TIcS! 3VTP ATES AXE ROT ASSURED. INR 

TiE AZEINCE OF E.EIIIA. FINAX:INC TO FILL TE PROJECTED
 
1iSOUICI GAPS, 11[ COSt OF il ALJUSTffEAT ILOUIIRED TO
 

V
POTINTAALY LAR2E, AID WILL IlPACT I(AVIL Oh &EV
 
PlIVATE INVT$'I!NT AriDTHE O01NICAN [CnoMY'S ASILIT
 
to REACH A CROWTH IMPItCvErEKTS
PA*H ADICUAT[ 10 ASSUIL 


IN iWIAL WELFAREOVER l.tMEDIt14 TERM. V t!TIPAT[ 
71AT ILA.IZLT7OH Of -N* IOECST A0DVIH TtNUT: !.T FOR 
lT NEXT TNAI YEA;S WILL NEOJIR[ 'OTAL INV$ESTrNT
 

AVERIAG11SOME25 FERC:NT OF GOP. FOR INISGCCUT TO BE 
BAILANCD AN: tU4TAIMAS.E, AIOLFT75 PERCtn" OF 4EW 
ISVIST?1T $IOULD ON GINATI IN TIE PRIVATE SEC1OR. 

lIf "ADJJSTIIrWT WITH GODVfN*SCELARIO iE HAVE 1.INCHEC 

OJT AS;U!S TNAT S1AI.ZLTO4 AkD GROWH OB[TIvE; CAN
 

11 CI Iu V TIOUT REDUCI IONS I& AVERACElo ACTUAL 
C3NtUTICO LEV!$S, SUI DC[$ NOT ALLOV FO0PIR(CFEASES IN 
PERCAPITA COCTSJ. TA" ALL IPIIODN; IS, ICROVEI[kTS PER
 
CAPITA G)P LEVE.S AR[ 4SSIMED TO iE INVIS-t[ EVEN SC,
 
SIGRIF CANTRES ICE GAPSAVEAGIMC 113: MILLICH PEL
 
TEA AM[ PR JECTED AND WILL REQUIRE FINLRCI;. FAILUFE
 

UNCLASSIFIED
 

O~,/"h
 

http:STAUCIUP.ES


PE. 
 Lepartmnent oJie TELEGRAM 
FACE 11 SATO |21112 O 1Inil 1411 976333 A101142 SANTO 12ii7 11 OF67 &IRIl 2ilt 876233 Al 
ACTION AID-I 4. ISS C106 REGIME 

INFO TILlIE 1511 At 
..................................................... 
 TI TT BOAD ISSUED FIVE RESOLUTIONS Do %oVsnaI[
 

ACTIO OrFICE IACA-13 
 S2, lII? 1NAT: IIIIS'ALISNED AN INTERNATIONAL
 
INFo FPA-12 AALA-l1 LACO-Ol LAOP-l i kAo-Ia FVA-81 PPr'l-2 PAYIENTS SYSTEMBASIC ON A CIFIiO, HAKEYTDETI~RMIN[)

GC-O1 SCLA-13 PPDC-I PPrf-Sl IECH-12 APPC-12 PPA-i: EXCIANCE RATE; n) AIED TEE EXCOISNICM-MISSION O TOE 
PVC-12 RLLO-11 DO-11 PRE-I6 /I]& k4 385 FOB VALUEOF ITASACTIONS FCB NON-[SCE TIAL PRIVAT[ 

.. ......................-.-...................... INPT! Flom S PERCEIT TO 2f PrRCEkT, *NDTH[ OVEIEIANT 
INFO 1,8-8O apy-ai 9IA-I l-Is o -If AA-11 /111 U OAS AUOIUMCO TRAT TEE PACCEo[S Or THIS INCRIASE WIL. BE 

........... 
 421111 /1s Is USED E'CLUSIVIL1 F04 E"[INNAL DIST SERVICE O1.I6A7l01
 
O 8421431 DEC 87 
 Wi Tit COSOLID&TED PUSLIC SICTOO; 13) REISTASLISHED
 
FM ANIvIASSY SU7T0 COMINGO 
 AUTNORIZATION FOR *ESIDIITS TO NOLCDOLLAR AC:OCJTS IN
 
TO UCSTAT 'ASICDC 3711
IMlEDIATE DOMESTIC COMMERCIAL I4) 1BOLIEND IRE TV2 P1:ENTOAJS; 
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DOMINGO RXCIANCE DEPOSIT, ECLALTO II PERfENT oF TI[ LO:AL 

CURRENCY VALUE EXPORTSEQUIALENT Of DTNER T14X FlOm
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TI NEVFOR166 EXCHANGE REGIME CONSISTS BASICALLY 
10 OBTAIN THIS FIIACING WILL Nt['ESSARILY RESULT IN TNOMIKrTS, 1'IT1 A SIINGLE,UNIdIEC, PARKET-ETERIII ND
 
REDUCED LEVELS OF TIE TO SUIAII THE RATE IN T[RIrS AlY OTOERCURRENCY.LS 'U:H,
IMPORIS EEDED EXRIANCE O 
ECONOrIC RECCVIRY, SiIE. REDUCTIONS I £LREA)Y IAG!R TIE REV .YSTfr MANDATE.'A CLEAN FLCAT. TECNNICA.LLY,
 
CO=SUI'PTIO1 LEVELS IRENOTTE51SE. TH* STAlING 
 r l1T NOWEVEI,UNTIL ZUC 1ll11 LS THE XACNANGE 09COMIISSIONS 
FOR REA.LIZINC TIE P SITIVE EXTERILC-%S,FLO'I REQUIRED 11N-ESsEITIAL IOIT0* AD EWPORTSOF SUGARAlN)PINI 
TO FILL THEPROJECTED R11L'RCE GAPS, AS&I INDICATE3 IN All ELIMINATEI, THE&[1 SYSTEMHASELEMIITS : P. 
THE PARDFOR THE DEFERRED FT 1917 PRC5RAr, IS EXCHANGE TIfEIMULTIPLE RATESYSTEM. X:kAKGE CCIP.,SSIOv

SUJ3STN71X 1XrfRIU.L DEBTflRE.CNEULIk. 
 ONNON-E.SENTIAL IMPCRTS, I ITS NATUFr, CANALSO BE 

CNARACTEFIZED AC.T7MFOFARI.. TIE RATIO*.iE FOI THE 
EXCNANE COMMrlSsIOKS I. TO PROVIEC A MaCtAhhS$I FOR 

3. PROGRAM STRATIGY NEAP-T[Rm FINANCING CF FISCA. AINCUASI-;ISCA. FIIAN:IIG 
GAPS, VITIOT THE NEEDTO I1SEDIATELY SUlr.IT TOTIE 

TE MISION'S STRATEGY I TO WORK 914 THE GOI TO 
DEVEL P A PRCGRAM FCCUSED CA STARILIATION 0: FINAW:IA. 
STRUCTUES WITHIN A FRAME1CAK O7 SAL43CED ECONOPIC 
RDOVERV LEACINO TO SUSTAINED GRTDTH OVER TH! MEDIUI 
TIMM. 

IN PARTICULAR, WEWILL SEEN Ah AJJUTIIMET PC!NARID THAT 
WILL REDUCE FROI A PROJECTED ININFLATICN 26 PEICCNT 

3i17 10 6 PERCENT IT 1139, STABILIZE TH" EXCHANGE
RATI,
 

ANDRESTOREPER CAPITA Ik:CM[ LEVELS AN) APINIA. ECOIO.IC 
GONOV AS MESUREV IT PEr CAPITA GDPTC ]lI LIVELS 3' 
nll/11. IN 1117 PRICES, PER CAIt1A Go0 WOULD THENONCE 

MAIN l OF TNE ORDER0 11D AND ANNUAPER CAPITA 
GROVN WOULD APPIO OFAGAIN P 3 PERCENT. THIS STRATEGY 
ADJUS1INT WITH GIOVTH ISATTAINABLE, JT WILL REOUIR.' 
CAREFLL COOBCINATIO, OF 60CRIISAL AMD r.OIIETANY 
POLICIE., S11NIFICU7T INCREASES INPRIVATE SECTOR 
INVE INT, EXTERNAL OVERTINANDSUISTANTIAL FINANCING 

NEXTTauE vEPRI. 

FISCAL POLICY WULD It PRII'ARILY DIRECTED AT 
STUILIZATIDI O FikAPIIIAL ANDCREATINGSTRUCTURES THE 
COMOITION FCRSUSTAIMED OVERGROWTH TINEMEDlUlUU1DLONG 
TERMlAtIER TNA JUST TN[ I'CIILICATION OFADDITIONAN 
RESOURCES PUILI: SECTOI INVESTPEIITFORAA EKPAIIDIN 
PROGROM IS 7OT POPIETARYTHAT IY ITSELF FULLY IDEOUATE. 
POLICT WOULD A THECIJECTiVE OSEEK k1AN:fiETVE 
ST.'-ILIZATIOl O THE ONE IONDAN) FIIANCING PROCUCTIV! 
PRIVATE SECTCR INVESTMEN IT PROillOt( OF ADEQUATE"RUT 
N01 EXCESSIVE, CREDIT ONTHEOTHEF. 
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ACTION OFFICE LACA-13
 
INFO FPA-12 &ALA-fI LACC-O1 LAP-14 LADi-i3 FVA-1I *PPB-i2 


SC-l1 GCLA-63 PPDC-I! PPPF-! GCCC-N2 APC-2 'Pm-si 

PVC-I2 DILO-il DO-l1 PIE-16 /131I4 .M 


INFO L6-I0 COPV-li CIAI-91 E1-00 1O00-I AiA-l /Ill V 
-- -4222142112Z /16131 

0 D142431 DEC 17 
FMPA IMASSY ShNTO COMINGD 

TO SECSTATE VANDNC IMMEDIATE 3770 

DlCLAS StC'TICN 13 OF IT SANTODOmIGO 12612 

AIDAC 

PA:'. IV A01AI~Afth 

L.0. 12,216: AF/A 

SUBJECT: ISAID/DR FY 1217 [ST PA D PATE 

LEGISLA'URE A LARgE TAX PACXAGE TAT IIWOULD PESOPERMIT 

rlNAu:liG TO TE CENRAL AAflhOF EXERNAL DEBT SERVICE, 

ANDALaOWSri FLEXIBILITY IN PETFOLEJM PRICING 

POLICIE:. TIE EXCHANU COY'1ISSION O SUGARANDMINIX; 
EXMORTSWASPUrLLISHED SIfULTANEOUSLY WITH A NEWDECREE 
WHICH R IStS Tk. P~r PRICE Or GA!OLINE IT 21 PErCE1T; 
EVENSO, PUMF PRICE! FOR REGULAFCA..INE AA' STILL 

RILATIVELY CvEAP AT ThE IOLIVALENT OF L'.S 1 CENTS PER 
GALLOI. TNE OFFICIAL MARKET EXCRNIVN[ RATE IS TO If 
CA.CULAID EAC1,D6AY A WEIGHTED orA: AVERAGE FREEMARKET 
SELLING RATES OFTHE PIEVICUr DAY. THE crri.IAl1111KT 
VILL RECEIVE FOREI16 XCHAIGEFROr EPORTS 0: SCODS AND 
SPECIFIED SEFV'CES, AJUWILL PROVIDE FOREIGk EXChuNE 
rO EXTERNAL PUBLIC 0117 SElRICE, PETROLEUM IMPCRT..
 
PUBLIC .ICTOt IMPORT EQUEIIFEMNTS, PCIFIE[ PRIORITY
 
PRIVATE SECTCR IM'PO;T. AND PENHDIC OILIGATIO'IS INCURRED 
IT TN! CENTRALL UIMIEFIKE SYSTEMOr COIITRO.S.SANK 

THEFILL MARKETWILL RETAIH FOREIGN EXCHANGEFRIO 
TOURISM, CASINOS, REMiTTANCE! ANDPRIVATE HMCDIKCG, INC 
PROVICE OREiGIi EXCOANGEFEN PRIVATE SETR IMtCIT! Or 
GOODS AN £ 1VtCE tR. FINANCED By THEOFrICIA. MA KET, 
KO-PRIORITY SERVICES 0F TPEPUI'IC SECTCR,PRIVATE, 
NON-GLAtANTEED EXTE1NM1DEET SERVICE, PRCr1I ErPITTAN!ES 
MD PRIVATE CAPITAL REPATRIATION. H0GENERA., CENTRAL 
SAINKAPPROVAL ISRDLONGER REQUIRED FOR IKTERNATIONAL. 
PAY KT: IT THE PRIkATE SECTOR. EXCEPTION! ARE 
PAYMI'T: FORCERTAIN TECHNICAL SERVICES, ROYALTIES, 

PROFIT REMITTANCES AID CAPITAL REPATRIATION, 

5. BALANCE PAYMENTSOr ISSUES 

TUE AVERAGEVALUEOF TIE PESD DURING1137 IS EXPECTED TO 
EFLECT IPRECIATIOH, IN TERMS O US DOLLARS, Oh THE 
NDRIO 25 Pr'CIENT Or MORE,COMP[RED TO AVERASI 1116 

LEVELS, LARGELV AS I RESULTOF: .1 THE RAPID GROWTHIN 
TNE MONEY SUPPLY IN 166 AND CONTINUED GROVT IN 1937 AS 
A IPAKS-Or FICILITATIIIG RAPID ECOkOMIC EXPANRTIO,AND 
t) A NIWINL IN A12311Il ION INCR!ASE I/ORTS VITHDOJT 

CO1 MISLIRATE INCRIEAME EYPORTS. IN IMPORTSIN TiK RISE 
IS PRIMARILY DUETO. II 1 54 PERCENT INCREASEIII THE 
VALUE Of PETnOIEUM IMPORTS RESULTINS. rROP IN^REASED 

FORPrTRDLEUM A.DUORLDPPICES PRODUCTS A 23 PERCENT 

SANTO 1612 13 Or r/ 8nIII 11SS V6334 A131 
INCREASE IN THEVOLUPlOr PETROLtUP INPOTS, AND E2) TIE 
IMPORT CONTENT PUlL CAPITAtI SPENDING WHICiOr C SECTOR 

INCREA-ED 131 PENCINT N NOVIIAL TERMS112 P[RC(T IN 
E.........................
REAL TIRMSI COMPARED 1166.To 

K ANTICIPATE ACCCUTIT Or PAYMENTSA CUI[N" IILAIICE 

DEFICIT THIS YEAR OF THE ORCER OF 12I MILL IO4,
 
EQUIVALENT TO $ PERCEN" OF GOP (INTE.RET FA.RITS IA;ED 
ON ACCFUJ.S, WHETHEROf NOT PAID; PUBLIC TRANSFERS
 
EXCLUDED). T11' TC A .01PENTACCOUNT
COMIPARES Fltrlil 

I 1116 Or 1211 MILLIOI, 0 LESS TAI!I A PERCENTCF G)P 

I.E NEW MRKEY-NASED FOREIGN [XCRAAG[ REGIhL IS ADEOJATE
 
70 FACILITATE ADJUSTVrEIT TO SUISTANIIALLY REDUCE, 01
 

WINELIMINATE, 1111CUIIEIT A-COJN D[ICIT BY CHANGING 
711 N WIVI PRICE OF RADEJILES CCMPARED TO 
NON-TRLtDASLES, ANDSOREDUCIIIG IMPORTS. iOWEVEP11,SINCE
 
TOTAL EXTERNALDEBTSERVICE I. ROU(MLYEOAL TO IKE
 

VALKE Or COMMiCOITY IPONTS, GLICAI
Til COST Cc RAIUING 
"- ;: 7; ;;: -4" ;:,.: ='. A. 

SUACCEPTAILY LOU, OREVEN STAGNANT,GROWTH PATh. THIS 
ilULD Cc!r 111ITF IESPOItSE FROM1Bi !A/RSTINTIAL 

AON-TAILDTIONAL EVoFT SECTCR., SINCE THESESECTORS AJiE 
NOTYET SOMtlNN. 

TIE PAAD PREPARED LAST YEAR V-E 1) INDICATED A ILANCE 
Or PAYMFPITS GAP iCR 1917 Cr 1153fIlbHITINC ONTIREORC!o 
MiLLIO, ANDPREDICTED A SUILD-Uf CF [XTENAI PAYMENTS 
ARREARS RESCMECULIN, CT DEBTCOULDBE IIPLE1[wTED.UNTIL 

Oil RESERVE DECLINED 
S6 MILLiOH IN,!956, AI1 RAI INIV! CECtIpEC rurHEf TqIS 
YEAR. HOWEVEr, BILITEAL 

CNTRAL BANKARREARS LIABILITIES 1Y 

PARI! CLUB INC JIiPAPS 
ISICIA[SEC SONS 131 rILLION I1 IE. ADjISTIW5 FOR 
ADOITI, .L NETPEDUCTIONS IN ARREARS O TFE ORDERO S22 
MiLLIDC., NT U.LD-UF OF EXTERNAL rIET ARMEASSIN 1336 
AMOUNTED TO SCMI 112 M LLIO,. WE ESTIMATE TiAR,AS OF 
TI1 IRE OF 0010J[R 1i17, ADCITIONAL AAREALA S IU THE 

UNCLASS IFIED
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ACTIOP AiD-0 diNANG 6 U4-CSIEtIITAL IA"POITS,PEICEIT I c"ISION 

T11111C TO VWlLS 31TILLI0 S.81,"11. SI I dILL 
INFO Al l 86 FINA112 MST INERESIT CILIGATINS V& THEM103 vial,

IC TNIS PIOBLIN OAS Bl14 "OLL[D' FO TiE IAR-T[In. 

ACug0 OFFICE LAC4-i.
 
INFO FrA-Iv LAUA-81 LISO-1 &LAP-94 LAUR-13 FVA-I1 PPPI-12 ALAILIR'S FIEST TEA4 OF III
IlRIN3 PIESIDINT DrICE, 

6C-Il K*LA-8i?PC:-) P1r*-l: CCM-12 OPPC-12 PP-II NEWA)JIkISTH1lOll 0D, 1I FACT, IICLV TiE FINAICING 
PL-12 SIL 0-1i PE.-It 1831 44 I1 PIOL.PS O TIECEITIAL 6044,R1NT. 61IC WASMiS 
. ... .................................... ... ..... PISOIAL FOCUS. *RIOCR , SKIP liE FILUA[ TOA)[OUAi.Y 

INTO LOG-b COPY-I1 CIA-## [1-0 BODE-1I AA-I1 /ill V FCCUS ONTHEPRCILEI CIFTE COHIIIICLI ELECTRIC COPAik, 
...........34227H P217z nl2 3m WICN AR EXPECED TO t A u lluIl 3MAIId ONI[S3URC[S 

0 842043Z DEC 17 FOR A LOIG TIRE YT, TO[ REDUCTION IN TI CCISO.1 ATED 
FPIAENIASSY $IRTO OP.INGD PIILI: S[CWO DEFICIT FOR 17, AT 3.1 PERCENT 2F GOP, 
TO SfCSIATL WAIROC IMI'LDIATE 8771 OIMPA4[ TO 4.5 PERCENT IW 111i, IS A VERYCREDIBLE 

PINFOIIACE. 
WICLAS SECION 4 O 17 SANTO DOM0NG 12612 

Ii *D)1T10K TO IE [=hANGE CCYIYISSIONS ALEAOY 
AIDAC SESCRIBEC, TE CODA IA' RCENILY RISE5D THE PUP* PRICE 

OF GASOLINE BY23 PEICIEI; THIS SHOULD YIELD D1131 
PASS TO tAICAR "ILLIlW T0 TIE TIRASU' DURING 21i$, A TER 9IIIASICTS T 

UCIHPRlEFERRID USTOMIIS ASCUL. IKE 1 PEKA3.E 

L.e. 123$1: JI/A UBMITTI TO TNE LEGISLATURE, IF APPFOVE3 AS PR3POSED, 
COULD !IILD UP TO IN ACDITIONKL 1241 MILLION. THIS 

SUBJECT: ou1iCmOR FY lil7 1SF PAM UPDATE TAX PACKAGE INCLUDIS TikEFQLLOWIN WAINIELS: 

ORDEROF 31 PILLION, IVIUDINC 111MI.LIOk 0: NERSTT o AIUI. EW0[CTIO YIELD, 1231 
OSLISATIOKS, ACCRUED. TOTAL OWflSTAAIa ARRE4S AS 0- -IILIIONS OF P1IS0) 
CORMW1 STOEDAT APPRIFIXTfLf 13316.MILLION OUR 
4[VI$D 1St I1*1 OFITf BALANCE OF P YP FIiANCING 1) RUM% COI'EAGE Of SiALETAX 11701l Is 

SAP FOR 1517 II $17J PILLION. 1HE CUIM.ATIVE PROJtCTED 
FINAN:IaL SAP TIROUGH THE ENC Of 1318, BASED01 2) IODITIONAL TAXIS U EVERACES AD CIGARETTES 51 

PROJECTED QATSNEEOE GDPREO.LRCE 73I ATTAI4 TAGGETED 
SOUTHVI4ING 11 AND I9I, OPPIOPRIITE DEDUClION OF 3) A0DITIODL OlT OnFREVIUILY CXOERATIf IMIPORTS 19 
ARREARS,AND CtCmlNlrC Ood DISBURSEflEITS, IS 11 
RILLION. THIS ,IROLICHLY 1I1 Ar.3UWIOr NW FllIArING 4) STRINCTRENEiSAXNTICNS AGAINST INCO0 TAT[VASIOI If 

IILUDIOIG DIT Ir.SCIiECULIN&,THAT WILL BE NICEISARI 
DURING 194I. VITO THIS FlllClli, iRECOUNYRY WILL B1 1) SPECIAL TAX OHLUXURYROUSIS if 
Fo'sED fOF RIlilATIOD- or fPo0mviT7ORD SUSVTIagIN 

6ROWTh CV[I THE EDIUr TEYS, AMNTHE AiJUSTIIMET IEEDCJ 

;W A PCTEITIAI SMLL, CJSFRALBEIT a7 ACCOUNT SUPPLU; 

IN SALAICE n PA-MENT! FORISI WILL BE O 7RAK. 

I. FISCAL POLICYANDMONETARY 

ALT OU0G APPROPRIATE POIETARY AND FISCA.LPOLICIES NAVE
 
NO, Ilia cOkSISTEITLY COORDINATED OVER TH! PAST TEAR,
 

SICNIICAN PRG4CES,- IS NOW CCCURIX1NG, AND WEARE
 
OPTIIISTIC THAT BALAGIERS RECENT DECISION TO LINK
 

FISCAL AND W'iETI PILICItS, A I 115 D'CISION TO BECOL'
 
.


PIRSOMALLY IVCLVED l1 BOTH FDR'LATIO* POD
 
INPLEIIETATION, WILL HAVE IAOR.BLE RESJL-.
 

T11 GOVIRmWiNTIS FISCnL POLICY l,01PfTaTATION MING THE 

FIRST TEAR Of TiE II ADIIllT4A"IO, T,INOUB INCOMPLETE, 

WAS NOIITNELIS! LAUDAILE. ON ANA:CIUA. AIllS.CENTRAL 
6OVIRNIPWT ILCLRRII(7 !PENDIN DECLINED FR.T"11 4 PERCLNT 
OF 1P IN 1816 TO A POJICEC 7.1 PERCENT OF iP IRIS 

pEOvIF, REVEU 
CENTRAL SANIT II 1317 Is 13W EPf:lc TOI 
. [AR. DL! TOBUOYAKT PTIRIO'INCE, 

GOVEINtN 
Il PERCENT RISKE1 THN 1981 SAVINGS I REALTERM. 
IJNFRTULAT[LY, THE CEkTRAL GCVIOIP.INT DID NOTPAY SOtE 

1I ?IRCINT Of IXTERNAL DEBTINTEREST OL.IGATIClS IN 

lo1l, AND AS OF THE ENDO' OCTOIE, RAD FAILED TO PAY 
aN' EXTIRNAL Dit INTEREST OfLIGATICNS OR Il?. IRE 

CINTRAL ANK HIS, NIVERITEL!SS, SILICTI/ILY PAID A 
SIGNIFICANT POITI C Of THEE OILIGR110 AND, INSO 
OIN, MHA INDIRECTLY F0IICEt TIM. IK EARPIARING FOR 
IXTEIwAL DEBT SERVICE OF ILL PROCEEDSPRO" THE 21
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ACTION CIFFICELACA-13 

INFO 	 FPA-12 AALA-B1 LACO-8I LAOP-i4 LADR-13 FVA-I] PPPB-12 

SC-Il 6CLA-li PPOC-B PPM-I:| GCCM-I! APPC-12 PP|-BI 
PrC-I2 BELD-0l 0-Il PRE-BE 

INFO &04.55 cOY-Il CIA-Il EIl 
............... 

0 i42143Z DEC 7 
IM AMEIIASSY SHNTODOINIGO 
TOSECSLATE VASNCCIfIWEDIATE S772 

/.131 	 A4 315 

O2[-al AA-I /ll V 
342141 842113 /65 ,11 

IICLAS SECTION II OF F7 SANTC DOMlINGO12112 


AIDAC 


'pt ?A AsArna 

1.0. 	 12316: K/A 

SUIJECT: #SJAIbDII Ft 117 EF PARI PDATE 

5) SPECIAL TAX ON FINANCIAL A:TIVITIES 12 

OT Yr. ANN*OUNCEC, EARLY IN till,IUTEXPECTED ARE 
ELECTRICITY TARIFF ADJUSTflIHTIS ANDA RETAIL SALES TAXON 
PITIOLENtI PROD4CTS. 

THE REVENUEMIEASRES tLREAY PROPCSE, OF IMPLEMENTWE 
ARE AD N)C IL.NATUREANDNCTNECESRILY OKSITENT I1IT 
THE SPIRIT OF IKE OYEKALL REFORM 0: T E TA SYSTM ThAT 
THE OVT PIMENTK:PES TO IM.F'ElNT JURIIN |ALAGUETS
 
TENUREIN OFFICE. THE POPD ED RE:CR, VULD IN:LUDE 

POSILY EXTENSIE S'TIUCTURAL AND ADMIIINTAATIVE REFORM-
TO UROAE 11E TAX NA!1, R-TIONALIDE INCfTIVE, LOVER 
MAIGINAPATES, ,ND IPPFOVE TAXECJITY Ah) OVERA.L TA( 
EFFICIENCY. TiE GOOR HWASDIS:USSE) THE NEEDFOR 
COWEREN"TAXREFORM WITV USAID, TV WORLDBANI AN! IE 
GAS. USAID IS NOWIXPLO IIN.1OW IT CAN oST II[OFHELP,
 
BUT WILL CrRDINAlT ITS EFFOTS WITH THO!! O TH! OAS
 
ANC WRL IANK. VON.C IAN INVOL!rEENT CAN BE EXPECTED
 
IN THE CONTEXT A SlRLCTU4L LOAN (SAL),
Of ADJJSTMIIIT 

SHOULDTHE GODILID ThE .AhKAGREECN THEPOLICY
 
RAWiiOIK SUCH ANUNDERTAKING WDUL)ENTAL. 

THE GOVRI'lENT'S INTEkTI10 IT ELIMINATE .ESTICALLY 
FI1Auj.Ec FISCAL LAD OUASI-FISTCL FINANCIIiS SAPIDURING 
1388 CLIA.LY HASPRIOSITY OVEN COREMHENSIV[ TAX 
REFORM.IT IS NOW UNCERSTODC THATA MAJOI CAUSE OF
 

BECENTINSTABILITY or FINAN:IAL STRUCTURES
IIASBEEN 
INlE|QUAT( FISCAL BALANCE. IE lEASURES IIPLMEHIETED OR 
PROPOSU IN RECIRT /IEKS At! EXPECTED TO POVIDE AN 
ADDITIONAL URSIS MILLION OF RtVENUES THIS YEAR,AND 
0011.VUr BILLION NEXTTEAR. EVENI; T[ EXCIANaG 
COMIISSION ONSUGARANDMIINAL EXvClTS IS l0011 
RECINDED, ANDPPSSURE I INTr11.-IfYING TO DO:0, 
INCREASED REVENUES FRCYTHENEWIEASURES COULD I! $Oh 
80831 HILL ION. 

TiN GOVRNmiHT N&SPORJECTED THAT APPLYING ONLY103W10 
IILLION Or TNEPOTENTIAL RDSI, BILLlOllASSOCIATED WITH 
THENEWIKAURIS TO CENTRAL GOVnRINENT ACTIVITIE AND 
SUBSIDIES TO PAR&TTATALS COULD RESULT In REOUCINi THE 
CONSOLIDATED PUBLIC SECTORDEFICIT T0 A T RE OIl PERCENT 
Of GOP IN 1811. SINE TN[ GOVERNMENT PROJECTS N;T 
EXTERNAL FINANCING (GUIVALINI TO 1.6 PERCENT OF'SP, 
THIS WOULD A REOL'CTION FINmiICING OFPIRIT IN DOMSTIC 

SWATO IS Or 17 E12iz421611 1417 g76jUSS A 
TIH CONSCLINAT[D PUBLIC SECTOREOUIVLINT.To 1.6 P|mC[NI 

PISP.O E NAV EXIINED TIE OVOB**PINT'S PIOJECTIONS 
IN D[TAIL, ANo NAV| CONCLUDED -THEYTHAT AR! FEA;IBLE.
 
IN EXICT SOMECHANGES,DPINCING ONSUCHTHING; AS TIE
 
OUTCOME CF THE PI&SUIES SUBMITTED TO T E LEGISLATURE,
 
BUT.E.AAE CONVINCED TOAT THE GOVERNPINT IS COCRIITT[ETO
 
FINDING A WAYOr APPROPRIATELY FINANCING ALL OF is5 
ACTIVITIES OURII.G 1i16 SO AS TO COMBSINE MEASURESFISCAL 

MEASURES 

|TBUCTUIRES, EVIL AT TN COT CF POTE&TIAL SNORT-FALLS IN
 
WITH 	MONETARY TO SIlLIZ. FINAUCIAL 

EAP-TIt S*OVTNTARGETS. 

1 TOE ENOTA Y SIDE, AARiOV MNEY. DEFINED AS CURtRENCY
 
IN CIRCULATION W* PoIbAT[ SECTORDWrAND DEPOSIT, IOS'
 
4( INCENT INIll. DOALD IMEY, WILCH COISIS72 OF
 
111 04 MONEY PLUS SAVIkGS AND TIRE DEPOSITS, CREV 71 

PIRCINT IN 136. WE E)PECT THIES[AGGREGATES TC INCREASE 
9011112 PERCENT 7IC14 PERCENT IN t287 AND AGAINi1 A 

LIKE AMOUNTIN 1181. PJMTARV POLICY HAS BEEN GEN[11ALLY
 
ADIFUJITF 1117 YAVF IN
C'C'CIL BANKS *ADDIirICULTY 

CINT ONTIS MUETING 11[E[VE REQtIRI[WENT., LAAGET DUE 
TOTNE LINrING Cr RESERVE R[mmIEI[NTS WITn COPPL!Z 
PORTFOLIO COr90!ITION IMPERATIVES. AS OF THE[ND Or 
NVIH[R, II UERSTA: T11A1CALY2 Cr 24 CCIURCIAJ 
GAMNSWEREIN ." IANCEWITH RESERVEIQIUIREUNTS. THE 
CENTRAL &.-K NA! THESEILSUIS UNDERREVIEVANDWT EXPECT 
A CxuAIGEIA TIE RESEIVE/PORTFELIO COrPOSITICN SYSTIT, 
PIERAPS AS EARLYAS DECEiSER. EXPECTEDCHANGESWOULD 
REDUCE 1IE COIPLEXITY CF THE SYSTEP, LOWERDIRECTED 
CREDIT RELIR[IINTS AN LEAL, 10 tESTCNATION O RAINING 
SISTER RIS'AVE IE.JIRIEKTS A

. 
AN I1HTRUT1WO M3N(TARY 

POLIC, lAYNE THN BEING US!! PiIPIARILY AS AN 
INSTRUlENT (O &LLCUTION.RESOURCE 

7. POLICY COVENANTS 
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ACTION OfFICE LACA-J 

INTO 	 FPA-22 AA.A-*1 LACO-O1 LADP-I4 LAD|-I.'. FVA-l1 PPPI-82 

IC-11 6CLA-1" PPOC-I: PPF-li uCOh-v2 APPC-n PPAII-
PVC-2 I[L'-Ill 30-1 PRI-16 /I II 4 115 
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TO SECSTATE VAS1C IMIEIATE 8773 

UN,,AS Sr:TION 91 OF 1 SANTO DOINGO 12i2 


AIDACORTS. 

PASS TO AlA/CAR 

I.0. 	12311: 1/1A 


SUBJECT: USAIDnOR FY 1127 15 PAAD UPDATE 

VSAI R PIROPOSE! THE rLLOVIN. COVENANTSIt INICIUDE[IN 
TI! AGIEEIIIT: 


(1)THE 6Wl VIL. COVENAN THATIT VILL COlITI1U TO 

MAINTAIN THIOU61(,JH151 AN EX:NAiGE RAT: POLICt IN 

WHICM ALL TIAN:A.TION: IRE A' 'JNI;IED IVR..E1-D!T[R4IHD 


RATES OF !X&HAJIUC PE:O AN IN!
EITVE-N THE IOYIIN Ca4 

CURREKCI[S OF 011[ItCOUfTRIE. 
 T-E GODRW.LL NET I1O0E
 
A,1ITIOIA,. COTRLS Oil THE PUR:NASE OR HOLDINGOF 


FOIEIGN EXC.ANCLE. 

O2 THE C301 WIL. TJUISIIT TO IUSAID.'DITS YACRCECONCPIIC 

PRoGRA FOA CALENDAR 1I;z. PRORAM WILL
VEIN THE 

CONTAIN IVDICATIf[ TARG.TS FOR NT DD".vSTIC ASSET: OT
 
TH. CKTAAL BANK.BANKING SYSTEY!CREDIT TOTHE PUBLI: 
St:TOR, AID NEU 1XTERIIA. PUBLI SEC.O SSRROWINC. Tk[E
 
TARGET.*VILL 1 *ONSI',T*N V.T TI( OBJECTIVE 0:
 
IMBLI'IIIATION 0* FISCA. 'IA.UIES THATVILL RESLL-- IN
 
TH' ELIIA11OII 3F A DODESTICALLY F.NANCED PUBLIC SECTOR
 
DErICI1 DRINC CALENDAR YEAR 111. THE COR WI1L
 
COVENANT THAt TH1RE ViL. BE HO INCREASE CURING .ALENDAF
 
1111 IN DOYESTIC AIKiN.; SYS1E" NET LENDING TC TH[
 
COISOLIDA"[I PUll.ICSECTOR.
 

LOWS-RUN STRUCTURAL POLICIES INTENDED TO I INCLUDED II
 
COVENANTS IN TNE FT 1117 1SF AREEIENT NAVE ALREADY
IEN
 
SUBSTANTIALLY COV1LIED 41T?,AD ARn TREFOru toy.
 
U1Al1/0R, TiErF3E, PROPOSES 
THAT -HE E ELIMINATED
 
FrpOmTiE AGI[EiIT.
 

A. PLANNED DOLLAR UUS AI TRACKING SYSTEMY 

TI PNITL STATES iONODOLLAS "ROVIDEC THIS 1VF 
AGREE 1 WILL 1E DEPOSITEO N A SEPARATE :O FT IN TIFE 

-"KRAL RESERVE SANKOF NEWvO1K ANDUSE! TOIMPORT 
DERIVATIVPETROLEUM AND PETROLEUM PRODUT: .UNDERTHE 

..TERlPS SAXJOSEA-CDD THE -Al JOSEACCCRDIS AOF THE 

LONG-STAN)ING ACREEIIIT AMON,,LATIN AVRICAN 
 CO'NTRIES
 
IN VEIICMTHE OIL PRODUCING COUNTRIE-. 'OVID[ LO&G-?EIRI
 
FIRANCIII5 FOR 01. IMPORTS VI.H PRoV'SION: 
 FORTYE
 
FINANRCING OF ECOOMIC DEVLOP.*NT ACTIVITIES. TN[
 
0O0INICAH REPUILIC NA. SEEK 1"900tIt&PETROLEUM UfDR!
 

SANTO 12612 91 or 11 1421121 24414 i37 al 
ITIS ENMANISH F01U1UIEZU[LA AN liAlO SINCE 11&j. 

TIN WPEIN; Of TI! UPAATE ACCIUNT ISA CONDITIN
 
PRICEIIENT TO OIISI27[9WT. IT LATBE IITEREST-R[ARIRG
 
ANDIE 601 WILL AINIE TO USE ANY INTREST FOR THN
 
"RltD WPO1 PUIPOSS. TIf CIITAL 11h144OF 1011 M. NICA 
REPUBLIC VILL 1 E! OISIIMSflfiIT; FlOl TIKEACCOUNTBASED
 
IN DOCUENTATION IUPPO TIN; THUIMPORYTATIOp
OF TOE 
PETROL[UM SUCKAS lILL- , LADI 
 , PROO1MA INVOICES,
 
iM OTHER VCCUMNS AL JTMLE TO A. 1.3. IN[ ACTU.L
 

DISDUI$[rsMT OF FJNS 1I.L. A f MEAUSOF A CONE. ![LEX
 
ON BAiKDRAFT E[0JISTIUG TIE F[OERL RESERVE CF NEW
 
TOK TO T2NSFIR TO TN EETAL lBANOF VENEZUELA CA THE
 

9A4R OF MEXICO, S.A. TE U S. 8 LAR AIOUVT
 
CORRESPONDING TO THE VAL7 Of TIE PRiTAlU IMPORTED.
 
THISE PROCEDURES ARE THE S*[ AiTONE CURRENTLY
 
IPfLOYED fY TH[ 03MIlNICAI CENTRALBANKFORPETI [,Eu 

III CtNTlUA. IAAKWILL I1 RIEOUAOI10 IflAs j aIA . hA,;
 

RACOCoS REATIG TO TIC T7I Of U.S. IO.LAS FOR APEIO:
 
Or TRICE YEARS. TILES VILL CONTAIN TH[ ORIGINAL
 
SUPPORTING InORI IOCWlICYATIO AID TN COOEDTELEXS ;
 
BANK DRAFTS FOR [RICi1.SIUsiEYET.
 
THE CINTRA. SAK WILL Of REQURD TO "R.OYT TC TPE
 
T[CNNICAL SECRETARY OF T4E PRESIDNC, C.ITi A CORYTO
 
A.I.D.) VITHIN THIRTY DAYS OF EACK TIA STOu TDE: Ui
 
VALUE 	Or T1E TRNAUACTIOk; 0) TiE CUANTITY AND
 
KSCIIPTio1 OF TNT CDOIIC7ITY PR3CV[RD; 13 TN[ SUPPLIER;

AN )11. 1 AI OJNT BEUI VIEG IN 7E -qPARATE ACOUIIT.
 
TN[ TIRIkLL DATAFOR DISIURSEMNIT or T1E DOLLARFUN.S


)IS HI[ fIMC1TS ri MlTHr AI[ OF TNT 1iTITIALDEPOISI ITC 
THE SEPARATE ACCOJNT. 

THESE 	PROCEDURES WILL I FULL0 1LA$ORATIO IN A 

EIIOAHNDUM O @ODJ) VILL I1 SIGNEDUNDERSTAIIDING WHC 
IN CONJINCTION WITH TIE iA1T A;REErVNT. TIE P& WILL 
rESUIIBITTED TO AIDIV UPON SIGNATURE. THESE PRCEE URS 

UNCLASS IFIED
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ACTION AID-l 

IWo T 

AIUTO 12615 .V7 OF7 IM11121 
' 

........................... 

OLE11101 AS 

413 17135 Ili al 

................... 

t SANTO 12612 IV F BY17 
LITINATE IKE TOTALiNSBlT OF COINTEIPAIT 
111101kfTIE SlANTAI[fEHNWT. RILIAY 

2:12Z llsl 
ToI PIaIDl 

U14338 aI 

ACTION OFFICE LACA-I 

INFC FP*-92 APLA*1 L&CO-I1 LAVP-14 LAO-13 FiVA-Il 
SC-11 $:LA-13 PPOC-I PPMfl1 $C:M-M 4PPC-2 
PVC-12 hMLO-I ODO-l P51-II53l3 %4 I#! 

PPPa-12 
PPp-gi 

.. .............................. ..... 
INFO LO-I COPY-I CIAIE-l Il-of 8301-6; ANA-I /il V 

....... .-----­ 3412431 0121131 1ss31 
I 1043Z DEC87 
1i0AIPJAS$y SANTO DOIIIcO 
1TOSC$TATE VASSOCItP[DIAT[ 1774 

IUICLAS iCTIO 7 IF 37 SANTODOhlN-O 12612 

AIDAC 

PASS 0 UMA/CAR 

1.6. 12316; /A 

SUIIJECT: UISAID/OP FT 1197 1St PAAP UPDATE 

NAVE IEk RIVIELID 
OFF IC . 

AD APIDUVZD DY THE CONTROLLE['S 

I. LOCAL WIlME[C PIOGRM 

THE LOCAL CUrRIECY WILL I( PRCGRAI?'!D PIIIPA"Y FOP. 
ATIVITIES THAT FL ITIIN THRE v FuR C."TGOIES 
Of IUE USAID STIATEGI; INCREASING INDUSTRIAL 
PRODUCTICN, E[HANCIN6 AGCICLTURE DIVERSIFICATION AND 
SLPPORTIbS PU|LIC INrRASTIUCTUIE Ifi'ROV[M1TS. IN THE 
PASI, IC[:OLACIS WERE POCR,.to rO; Pwo ACTIvIII; THA" 
MET SPECIFIED CRITERIA TO; INC rE AID CPPL3YMPk-
GIN[NATICIN AN.' ELF-SJFFICI[NCY. T7 MEET A GRCv'lG 
DEMANDFCRECONCMICALLY VIAI.E NGO AN: PVD ACTIVIIIES, A 
TOT,.LOr IRC19.1nILLION HASSEEN P73GtArnE. IN 
ADDITION, FUNDSAFL PRCGI, :.-DFOR THEUSAID'S TRJS7 
FUN: AND TtE TSP COOi310.Tu; UNIT. THE 1ASIC 
ALLOCATION AGREED TO IT THE GOOR 15 AS FOLLOV;: 

PIOPOStD USE [STIIATED 4MOUN* 

S IILLION 11) 

I. INCREASING INDUSTRIAL PROCUCTIO 
- TIOUGH PIVATIZATION AND DEBT 

IOUITY C€NVIRSICN 21.5 

II. 
* 

EIUCING 
TIOUGH 

URICULTUR,: 
6RITSIEllE[S 

DIVERSIrICATION 

CREDIT 11.3 

Ill, SUPPORTING POUILICINFkSTRJCTUIE 
I-VIIOvEIIEIT! 3124, HIGHWAYS, 
IllIGATIIN) 15.l 

IV.OTEt 
- AIfPVO PtOQAAIs 3.1 

" AID TRUST FUND 2.1 

" - COOiDINATIuL UNIT 1.3 

TOTAL 62.1 

I) EXCHANLERATEOF ROSA.51 TO USSI.IO VAS USED TO 

UNCLASS IFlED
 


