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PREFACE

This report is the third in the series entitled, "A Comparative Study of
the Effectiveness 2nd Economic Development Impact of Cash-Transfer-Based
Policy Reform Programs” It was prepared under the ALL. Macroeconomic
IQC, Contract No. PDC-0000-1-12-00, 2nd was managed by ALD's Bureau for
Latin America and the Caribbean (LAC). The basic scope of work for the
series was designed jointly by LAC and the Center for Development
Information and Evaluation (CDIE). -

The research involved was carried out bv 2 Robert R. Nathan Associates,
Inc. (RRNA) team over 2 five-week period during November and December
1987. The RRNA tezm leader was Mr. M. Haris Jafri; Mr. Samuel Eaton served
as program ansiyst and Mr. Gerard Sequeira served as research assistant. Mr.
Craig Buck, Mr. James Fox, and Mr. James Walker of LAC provzded useful
assistance and guidance.

The research team would like to thank USAID/DR Mission Director, Mr.
Tom Stukel, and Mr. Jack Eyre, Deputy Director, for their active cocperation
and that of their staff during the performance of this evaluation. Mr. James
Philpott and Mr. Kenneth Beasley of the Programs/Economics Office were
especially heipful in providing necessary statistical material and logistical |
support Mr. Larry Armstrong, Mr. Arthur Valdez, and Ms. Deborah McFarland
also provided support and information on the Mission tracking and '
adminisiration of the cash transfer system. Mr. Dwight Steen, Chief or the
Agriculture Rural Development Office, and Mr. Kenneth Lanza of the Private



Sector Office provided useful information on the policy aspects of USAID/DR
projects in various areas. :

Special thanks are due to Ambassador Kilday and to Mr. Joe McLaughlin,
Deputy Chief of Mission, for providing the team with valusble insight into the
history of the policy dislogue between US. Government and Government of the
Dominican Republic (GODR).

The opinions expressed in this report are those of the study team and do
not necessarily represent the views of ALD. or RRNA
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EXECUTIVE SUMMARY

This study, an evaluation of cash transfers to the Dominican Republic
{DR) urder the Economic Support Funds (ESF) program, has been prepared for
the Agency for International Development, Washington, (ALD./W), as one of a
series of cash transfer evaluations prepared for other countries in Central
America and the Caribbean.

The ESF cash transfer program. initisted in the DR in 1982, has had
multiple and broad-based objectives such as economic stabilization, private
sector expansion, agricultural diversification, and infrastructure support
However, the priority among these objectives was influenced by the persistent
macroeconomic dic quilibrium generated largely by adverse external factors,
which interrupted the self-sustaining growth process in the early 1980s and
brought the GODK face to face with difficult macroeconomic policy choices.
By 1982, it had become abundantiy clear that the attainment of economic
stabilization was the highest priority at that time, and more specifically, that
major attention had to be focused on fiscal and exchange rate policies that
had aggravated the disequilibrium. Hence, the effectiveness of the ESF cash
transfer mechanism in the DR must be judged primarily in terms of progress
towards monetary stabilization. Judged by this criterion. the ESF program has
provided crucial support to the GODR in the pursuit of policies designed to
attzin economic stabilization. Progress has also been made towards the
attainment of the other objectives {(mentioned above) of the ESF program,
which would have been impassible in the absence of progress towards
stabiiization.

For the sake of systematic presentation snd in order to bring out the
decisive role of ESF adequaiely, 3 brief overview of macroeconomic policies
(including the role of the IMF) is presented first. followed by an evaluation of



the effectiveness of ESF cash transfers including an appraisal of ESF policy
conditionality, coordinaticn with other donors and with other AlD programs, .
and coniribution of cash transfers to policy reforms and to economic
development. Finally, mejor recommendations are summarized.

Macroeconornic Policy Overview

The macroeconomic disturbance in the DR in recent years can be tracec
to inappropriate policy responses to the balance-of-payments pressures created
by the massive oil price increases of 1979-81, and the consequent worldwide
recession and steep increases in international interest rates. In an attemp! to
shield the economy from the adverse consequences of the increased balance-of-
payments deficit (and the resulting foreign exchange scarcity), the Government
of the Dominican Repubiic (GODR) increased external borrowing and permitted
larger budget deficits and greater monetary expansion. This weakened private
sector confidence and aggravated the loss of foreign exchange reserves, which
led to an economic slowdown by 1982

By 1982, the macroeconomic deterioration had turned into a crisis, and in
January 1983, the Dominican auiiorities adopted a comprehensive adjustment
program supported by a three-year Extended Fund Facility (EFF) from the
International Monetary Fund (IMF). Economic performance improved in 1983,
since the DR was able io comply with the EFF program conditions for the
first five months (until September) and to obtain a major rescheduling of its
debt to foreign commercial banks. However, by the end of the year, the DR
was no longer in compliance with the EFF performance criteria. The
divergence from the EFF targets widened during 1984, and the EFF
arrangement was canceled in January 1985

The year 1984 was one of transition. The major adjustment problem was
the unification of the official and the parallel market exchange rates, as the
two rates diverged increasingly during the year. The GODR adopted a more
gradual adjustment policy following the serious riots of April 1984, which
erupted after the GODR had tried to proceed quickly towards 3 revival of the
EFF program. Maintaining continuous policy dislogue wilh USAID/DR and
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close contact with IMF, the GODR implemented an Tinterim economic
program” of gradual adjustments in exchange rate, fiscal, and pricing policies,
which included the establishment of an “intermediate™ exchange rate for
petroleum imports. These policies arrested the balance-of-payments
deterioration, and reduced the public sector deficit, excluding the operating
losses of the Banco Central de la Republica Dominicana (BCRD). However, the
growth rate of real gross domestic product (GDP) fell as a resuit of 2 squeeze
on imports and a bad harvest

The 1964 policies of gradual adjustment culminated in Januery 1985 in 2
vnification of the exchange rate, supported by siringent measures of fiscal and
monetary restrainl. These and other supplementary measures led to the
conclusion of a one-year IMF standby arrangement in April 1985. The GODR
successfully implemented the standby program, meeting zil performzuce
criteria. While major economic adjustments were implemented in order to
restore internal and external balance, and the fiscal and balance-of-payments
situation improved noticeably with a sizable build-up of net foreign assets,
there was a downturn in real GDP, due mainly to a drop in agricultural output
because of bad weather.

With the termination of the IMF standby in April 1986 2nd the approach
of presidential elections, the GODR stabilization efforts gave way to
expansionary fiscal and menetary policies. As these policies continued in tho
early months of the new adminisiration, which assumed office in August 1986,
private sector confidence weakened, ieading 10 foreign exchange difficulties,
debt service problems, and increased differential between the official and the
parallel exchange rates In early 1987, the GODR adep!:-.: s mildly
contractionary fiscal and monetary policy stance, but it cic¢ =t prove adequate
to restore private sector confidence. As the exchange rate .. the parsliel
market continued to depreciate, the GODR resc.ted in desperation to exchange
controls in June 1987. This measure further shook the already weakened
private sector confiderce, which further reduced the supply of fo 2ign
exchange. The GODR tightened fiscal and monetary policies in an attempt to
turn the confidence factor around, but that proved ineffective.

i



in November 1987, the GODR signaled its return to orthodoxy by
eliminating exchange controls, unifying the official and parallel markets at a .
market-determined exchange rate, raising additional revenue with new taxes,
and increasing the politically volatile petroieum price. These policies continued
essentially unchanged until the end of February 1988, with the exception of
imited GODR intervention in the exchange market in January and February
1988. The policies foliowed by the GODR since November 1787 should make
possible a standby arraagement with the IMF. That in turn would lead to
Pzris Club and commercial bank rescheduling. However, the present Dominican
administration is reluciant 1o request an IMF standby arrangement.

In spite of erratic GODR policies in 1986 and 1987, the stabilization
efforts of 1985-86 led to a modest economic recovery, which became stronger
and more broadly Lased in 1987, led by a sizable increase in nontraditional
exports. The fiscal performance of the Central Government showed a marked
improvement in 1987 after some deterioration in 1986. Net foreign assets
increased again in 1986, although not by as much as in 1985, while overall
balance-of-payments equilibrium was barely achieved in 1987.

The foregoing review of macroeconomic policies makes it ciear that

Progress has been made since 1982 towards the attainment
of monetary stabilization through the pursuit of
2ppropriate macroeconomic policies.

The macroeconomic disturbance has proved to be rather
intractable because it has been caused essentially by
adverse external factors.

The implementation of stabilization policies has proved to
be excecdingly difficit because of the adverse political
and social impact of the temporary contraction of
economic activity and reduction of real income.

v



Hence, the GODR hasnot been able to maintain the
adjustment policies without Interruptior and there has
veen considerable slippage and back sliding in the
stabilization effort.

Effectiveness of Cash Transfers

in the Dominican context, AID has, since 1986, given a higher priority to
economic stahilization as a necessary condition for the attainment of other
ESF program objectives. The success of the ESF cash transfer mechanism in
the DR is therefore denoted by the fact that the AID policy role has been the
single most important influence in corvincing the GODR te maintain
stabilizatica policies in the face of tremendous odds (as in 1984 and 1985),
and/or o raturn to such poticies afier having been forced to abandon them
temporarily {as in 1987). It is safe to say that the ESF program has occupied
the center stage 'n GODR policy formation and has proved to be the major
catalyst in nudging the GODR toward maintaining the stabilization eff>~. or
restoring it after interruption by difficuities.

. The implementation of ESF conditionaiity by USAID/DR has been
highly successful, because of eifective policy dizlogue, good political
judgrent, and judicious vse of available instruments. This
performence is remarkable, when one considers that the policy
reforms implemented were drastic 2nd that there were serious
dissensions within the GODR and frequent changes in the economic
team during 1984-85.

The five elements that contributed to this success are size of the
ESF, terms of resour=e transfer, timing of disbursements, use of
sanctions to enforce Conditions Precedent and Covenants, and _policy
dialogue. USAID/DR has made & deliberate snd systematic effort to
make 2 coordinated use of these elements. For exampie, it has
tzilored the size of the ESF allocations to the magnitude and
severity of the GODR adjustment effort to cushicn the impact

Since 1984, it has provided the ESF softer terms because of the
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difficult adjustment poiicies being implemented. USAID/DR has let
the timing of disbursements be determined by policy considerations,
by making faster disbursements to "lubricate” the GODR decision
making for policy reforas and slowing down or withholding
disbursements in the event of policy "drift” or inaction. It has used
sanctions sparingly, so that the Dominican authorities know that
sanctions can be used but only as a Iast resort Most important, it
has conducted a continuous and effective policy dialogue in order to
assist the GODR in pursuing sound macroeconomic policies using an
appropriate combinaticn of firmness of resolve and understanding for
the problems encountered by the GODR in the implementation of
these policies.

The key factors have been willingness to withhold cash traasfers
when main conditions were not being met, willingness and ability to
provide immediate cash transfers in critical amounts and timely
fashion in support of stabilization measures, and patient and
responsive policy dialogue.

Given the compatibility of their objectives with respect to short-run
stabilization, there has been close coordination between ALD. and the IMF,
particularly since 1984, as 2 necessary element for the successful
implementation of the conditionality established by both institutions. While
AID and IMF have developed their own conditionality independent of each
other, separately, their conditionality has been consistent and mutualiy
supportive because of the harmony ameng their objectives. There has not been
much need for significant policy coordination between AID and donors other
than IMF in view of the rather passive policy role of the latter.

Through its cash and commodity transfer programs, its local czsrrencSy
programming, and its project assistance, AlD has slso promoted objectives |
other than stabilization, such as price liberalization for agriculturzl produects,
availability of sugar lands for aliernative production, diversification of exports,
and a greater role for the private sector. There is considerable
complementarity among projects funded by ESF, PL 480 Titie I, and Section
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416. All three programs provide direct or indirect balance of payments
support. Complementarily among programs is kept in mind in the programming
of the local currency that each program generates

ESF cash transfers have made a positive contribution to the adoption and
implementation of policy reform programs in the DR. These policy reforms
have covered stabilization as well as structural adjustment policies. The
structural policy agenda includes diversification and privatization of sugar
iands: liberalization of controls and restrictions on exports; rural savings
mobilization; improvement in institutional and financial performance of state
enterprises, such as the CDE; and reduction of consumption subsidies by
limiting the role of INESPRE. The contribution of cash transfers to the
economic development of the DR has been substantial-—directy through the
infusion of foreign exchange and indirectly in the sense of removal or
lessening of impediments tc economic development through policy reforms.
While there was an unavoidable social cost of adjustment policies during the
transition period, the resumption of economic growth on a sustainable basis as
2 resuit of cash transfers has stimulated exports and agricultural production
and has promoted equity by benefiting the rural, relativery poor population
including women.

The cash transfer program in the DR has been well-managed, with a clear
ceuse of purpose. The monitoring of doliar transfers has been relatively
simple because the policy reform components contain quantifiable targets. As
for the large and diverse local currency programs for which USAID/DR has
either joint or sole programming responsibiiity, appropriate mechanisms have
been esiablished for satisfactory monitoring

Major Recommendations

1. ESF cash transfers should continue to be used in the DR in the
context of policy reform, with appropriate conditionality.

2. A substantial ESF allocation should be programmed for FY 1988 and

vit
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FY 1989 in order to support the GODR stabilization efforts that
wre re resumed in November 1987.

Beyond FY 1989, there shouid be a shift of emphasis in the ESF
program {rom short-run stabilization to medium-term structural
adjustment.

USAID/DR should continue its present effective approach to the
implementation of ESF conditicaality, which has made coordinated
use of five elements: size of the ESF, terms of resource transfer,
timing of disbursements. use of sanc ions, and policy dialogue.

USAID/DR should continue its close coordination with the IMF with
respect to stabilization policies. As the priorities of the ESF
program shift in favor of medium-term structural adjustment. 2
meaningful coordination with the IBRD should be initiated.

In the programming of local curreacy, USAID/DR should continue,
through effective coordipation, to enhance the complementerity
among various AID programs in the DR

USAID/DR should continue its effective monitoring of local currency
Drograms.




{. INTRODUCTION

This evaluation of ALD. cash transfers for policy reform in the
Dominican Republic (DR) is one of a series entitled, "A Comparative Study of
the Effectiveness and Fconomic Development Impact of Cash-Transfer-Based
Policy Reform Programs” The countries covered by this series of evaluations
are Costa Rica, the Dominican Republic, Jamaica, and Honduras. It is the
intention of A. DJW to conduct similar evaluations in several other countries.
The evaluation report on Costa Rica, the first in the series, has served as a
model for subsequent reports Hence, this report is patierned, 1o the extent
possible, after that report

According to the scope of work, {Annex 2), the ohiectives of this
evalustion are to assess the effectiveness of the cash transfer program in the
DR, and to analyze its economic development impact. The scope of work for
this report is based on these objectives and specifies the following tasks

Review of macroeconomic trends

Analysis of the stabilization and structural adjustment programs
supported by multilateral donors

Evaluation of ALD’s contribution to policy reform programs and to
economic developr2nt through the cash transfer mechanism

Assessment of cash transfer design, implementation, and
management
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As described at some length in the evaluation report for Costa Rica 2nd
in Chapter IV of this report, this study is of great lopical interest because of
the increase in the relative importance of cash transfers as well as Economic
Support Funds (ESF) in recent years. The tota! cash transfer component of
ESF has increased from 3873 million (or 45 percent of ESF) in FY 1979 to a
projected $2,306 million {or 64 percent of ESF) in FY 1988, while the share of
ESF in the total ALD. budget rose from 55 to 62 percent in the same period.
The interest in the effectiveness of the cash transfer mechanism compared
with other foreign assistance mecbanisms, as a means of bringing about policy
reform and promoting economic development in LDCs, has not been confined to
ALD. but is shared by other Executive Branch agencies (particularly the State
Department, the Treasury, Office of Manzgement and Budget) and by Congress.

The methodology used for the evaluation of cash transfers in the DR
closely follows the methodology developed in the cash transfer evaluation for
Costa Ricz and is presented in detail in Appendix A of that study.

Appropriate adjustments in methodology have been made in the case of the DR
to reflect differences from the Costz Rican case, such as the smaller size of
the ESF program and lesser availability of statistical data in the DR than in
Costa Rica.

The basic elements of the methodoiogy, designed to facilitate systematic
znalysis, consist of the classification of available information regarding cash
transfers intc manageable policy categories and the identification of
appropriate performance indicators for each policy category. The pertinent
information regarding cash !ransfers includes covenants, conditions precedent,
dollar transfers, local currency programs, policy impacts, and economic effects
The cash transfer program involves not only transfers of doliar funds but a
program based on the utilization of local currencies generated by these funds.
Policy impacts need to be distinguished {rom economic effects because of the
inevitable lags inherent in the transmission of policy changes to bring about
changes in econemic aggregates. The policy cat gories may be enumerated as
(1) policies to stimulate export-oriented produc..on and promote privale sector
participation, (2) exchange rate and trade liberalization policies, (3) fiscal and




monetary policies, and (4) agricultural sector policies. The measures of
performance are derived, to the extent possible, from Country Development
Strategy Statements {CDSS) and Action Plans. The analysis of policies and
performance stresses the interrelationships of the policy programs of AlD,
the IMF, and the IBRD.

The pian of this study essentially foliows that of the Costa Rica cash
transfer evaluation report This study covers a shorter period than the Costa
Rica report, because serious efforts to undertake policy reform were initiated
in 1983 with the conclusion of the first ESF program and the Extended Fund
Facility (EFF) arrangement with the IMF. The scope of work, the
methodology, and the pian of study are presented in Chapter I. By way of
background, there is an overview of macroeconomic trends in the 1980s in
Chapter Il and an examination of the policy reform agenda of multilateral
agencies (particulerly the IMF) in Chapter L This is followed by the main
body of the report in Chapter IV, which deals with the background,
mechapism, and content of the ESF cash transfer program {in the context of
the overall ALD. program) since 1982 ESF policy conditionality; coordination
with other donors; linkage of cash transfers with other AID programs:
contribution of cash transfers to the achievement of policy reform cbjectives
and 1o economic development; and implemeniation and management of cash
transfers. Chapter V presents the conclusions and recommendations.



1. MACROECONOMIC TRENDS IN THE 1980S -
AN OVERVIEW

A persistent macroeconomic disequilibrium in the early 1980s, generated
largely by adverse external factors. interrupted a prolonged pericd of self-
sustaining economic growth. The unsatisfaciory economic performance in the
1980s can be seen clearly from Tables 1-28. The rate of growth of real GDP
slowed from 5 percent a3 yesr in 1979-80 to almost 4 percent in 1981 and to 2
lite over 1 percent in 1982. Following a very rapid run-up to 25% in the
aftermath of Hurricane David in Sepiember 1979, the rate of inflation slowed
down to an annual raie of 7-§ percent until 1982

The overall balance-of-payments deficit rose from an annual average of
$100 million during 1978-80 to $150 million in 1981, and more than doubled to
$310 million in 1982. In 1980, the current account deficit reached a record
$670 miilion {10 percent of GDP, twice the 1978-79 level), reflecting 2 sharp
rise in imporis associsted in large part with the reconstruction effort following
Hurricane David. In 1981, the current account deficit was reduced to about &
percent of GDP as a result of a fall in imports and a temporary recovery in
exports because of higher sugar prices With a fall in both exports {lower
sugar prices) and imports {reduced foreign exchange availability), the current
account deficit worsened to z2hout 6 percent of GDP in 1982 External public
debt outstanding nearly doutled in dollar terms between 1978 and 1981, rising
from 15 percent of GDP in 1972 to 29 percent by 1981, while external debt
service as a ratio of exports of goods and nonfactor services increased from
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186 percent in 1980 io 302 percent in 1981 and to 423 percent in 1982
Substantial payments arrears were accumulated during 1981 and 1982
Reflecting these disturbing developments, the premium for the US. dollar in
the parallel foreign exchange market, which had hovered around 25-30 percent
(selling rate) during most of 1980-8l, rose to some 50 percent by the end of
1982

The overall deficit of the consclidated public sector (including the
quasi-fiscal deficit of the BCRD) increased from 53 percent of GDP in 1978 to
64 percent in 1981, and 66 percent in 1982. This progressive deterioration in
fiscal performance was brought about mainly by a drop in tax colleciions from
13 percent of GDP in 1976-77 to about 10 percent in 1981 and a little over 8
percent in 1982. In fact, the Central Government current account surplus,
which used to be large enough to yield a current account surplus for the
entire public sector in spite of substantial current account deficits for the rest
of the public sector, gave way 10 2 current account deficit in 1982. The
overall deficit of the consolidated public sector weuld have been larger in
these vears had it not been for a policy of expendilure restraint, reflected in
a containment of current expenditures and actual cuts in capital expenditures.
The sluggish performance of tax revenue (particularly the sharp decline in
1982) was due to the overall economic situation (slowdown of economic
activity, contraction of foreign irade), as well as deficiencies in tax
administration, 2 rise in tax exemptions, and erosion of the tax base because
of excessive reliance on specific rates of taxation.

Faced with declining foreign exchange reserves and mounting external
payments arrears, the monetary authorities sought to moderate the expansion
of bank credit and reduce the demand for import payments in the official
exchange market. Given the large and growing financing needs of the public
sector, this meant a rather restrictive stance towards credit to the private
sector, reflected in the curtailment of rediscounts to commercial banks, the
raising of reserve requirements, aznd the amplification of the scope of the
advance import deposits scheme. In addition, commercial bank liquidity
remained under pressure during this period as 2 result of the authorities’
failure to adjust domestic interest rates to the rise in international interest



rates and owing to Lizreased competition from the non-bank financial
intermediari=s, which were able to pay higher interest rates than commercial
banks on their liabilities to the private sector.

Faced with these difficuities, the adminisiration that took office in
August 1982 quickly prepared an economic and financial program, supported by
the IMF’s three-year EFF arrangement which took effect in January 1983 (see
Chapter 1fI). The main aim of the EFF program was to achieve, in the
medium term, 3 viable external payments position in the context of high and
stable rates of economic growth. The cornersiones of the program were
sound fiscal and monetary management and an adequate pubiic investment
program, combined with incentives for private investment. These cornerstones
were to be achieved by means of tigh! demand management {reduction of the
budget deficit) leading to an increase in public investment from 208 percent of
GDP in 1982 to 246 percent by 1985, and through the pursuit of flexible,
market-related exchange rate, interest rate, and pricing policies. Such policies
would mobilize private savings, stimulate private investment as well as
nontraditional exports, and reduce the need for foreign financisg from 5
percent of GDP in 1980-81 to 2 percent by 1985. Deregulation and other
policies 1o promote domestic and foreign investment were 10 supplement these
policies.

Performance under the EFF arrangement was initially quite satisfactory
and the GODR complied with the EFF performance criteria in the first five
months of the program (through the end of September 1983). However, in the
last quarter of 1983, significant deviations from the program developed with
respect to the performance criteria for public finance and external payments
arrears {after making necessary adjustment for the effects of the refinancing
agreement with commercial banks in December 1983; see below). As a result,
the overall balance-of-payments deficit in 1983 exceeded 3350 million, virtually
unchanged from the 1982 level, and the peso depreciated sharply in the parallel
foreign exchange market in the second half of 1983.

One favorable development iraceable to the existence of the EFF
arrangement was the\conclusion in December 1983, alter protracted



negotiations, of a refinancing agreement with commercial banks. Under this
agreement, total obligations to banks in an amount of $456.3 million were
converted into a government-guaranteed five-year loan to the BCRD. The
GODR also approached the Paris Club in August 1983 with 2 request for debt
rescheduling, but the conciusion of this agreement was delayed until 1985,

Negotiations between the GODR and the IMF continued during 1984 in an
effort to reach 2greement on new terms and conditions for the reinstatement
of the EFF arrangement This, however, did not prove feasibie and the EFF
arrangement was terminaled in January 1985 in the context of negotistions
with the IMF for a one-vear standby arrangement involving a new set of
adjustment policies. Faced with 2 growing domestic and external imbalance,
the GODR impiemented several measures curing 1984 (see Chapter 1D, in close
consuitztion with the IMF, to move towards flexible and realistic exchange
rates, and to bring about fiscal improvement through revenue, expenditure, and
pricing policy measures These policies culminated, in January 1985, in a
unification of the exchange system (with 2 freeiy floating market determined
exchange rate) and other drastic measures. which paved the way for the
initiation of 2 one-year standby arrangement with the IMF in April 1985. The
year 1984 was thus one of transition from the three-year EFF program (which
the GODR was not able to comply with after the third quarter of 1983) to the
new standby program.

The economic performance in 1983 was somewhat better than in 1982,
with a higher rate of economic growih and a lower public sector deficit. The
improved fiscal performance was largely the result of a recovery in revenues
with restrained expenditure growth. While both exports and imports remained
stagnant and the balance of payments continued to be under pressure, there
was 3 sizable build-up of net foreign assets in 1983 (compared with the large
drawdown in 1982), which reflected the exceptional financing received through
the refinancing of commercial bank dent in December 1983, as well as the
accumulation of payments arrears {outside the BCRD). The 1984 performance
essentially reflected the adjustment efforts that led to 2 sharp decline in the
rate of ecopomic growth and 2 sieep rise in the rate of inflation. Although
the deficits of both the Central Government and public enterprises were
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greatly reduced because of revenue improvement and expenditure restraint, the
overall public sector deficit rose in relation to GDP as a result of BCRD losses
and increased deficits of the rest of the public sector. As for the balance of
payments, the current account deficit was reduced because of 2 recovery in
exports with continued import stagnation. and a moderate build-up { net
foreign assets. However, this apparent improvement in the halance of
payments was due entirely to 2 large accumulation of payments screars {(which
exceeded S500 million by the end of 1984). The increasing spread between the
official and the paraliel exchange rates which had created an untenable
situation by the end of 1984 was a more accurate indicator of the underlying
balance-of-payments disequilibrium This situatica had to be corrected by the
drastic measures of January 1985 mentioned above, particularly exchange
gnification.

In addition to the crucial measure of exchange unification, the IMF
standby program of April 1985 (including the steps already taken in January
1983) contained important fiscal policy actions such as a temporary export
surcharge {on traditional as well as nontraditional exports), increases in prices
and tariffs charged by public enterprises, and reductions in budgetary
transfers to public enterprises. Monetary policy measures included increases in
interest rates, restriction of rediscounts, and introduction of 2 100 percent
marginal reserve requirement on commercial banks.

By the end of the IMF standby program in April 1986, the program had
succeeded in zchieving its basic objective of restoring domestic and external
balance, and strengthening private sector confidence. The exchange rate
tended to stabilize after an initial depreciation followed by a significant
appreciation. The public sector deficit {including the quasi-fiscal deficit of the
BCRD) was substantially reduced {(from 65 percent of GDP in 1984 to 27
percent in 1985) and there was a 14 percent contraction in net domestic credit
to the public sector in 1985. As a resuit, the rate of inflation (after an
initial spurt to 3 percent per month in the first half of 1985 because of the
exchange rate and price adjusiment measures) was substantiaily reduced (to 1
percent per month in the second hall of 1985). In spite of adverse
developments in export prices, a balance-of-payments surplus was registered,
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external payments arrears were reduced, and net international reserves were
strengthened. The Dominican authorities were able to obtain debt relief
{amounting to $630 million in 1985 and $160 million in 1986) from the Paris

Club and commercial bank creditors. However, real GDP declined by 2 percent
in 1985, as a result of the drastic adjustment measures. A decline in GDP of
iess than 1 percent was projected, but the actual decline was more pronounced
because of a drought that reduced the output of certzin export crops. (see
Tables 2 and 3).

The year 1986 was one of transition, with presidential elections in May
and the assumption of office by a new government in August. This was
reflected in the policies of the oulgoing government. The IMF standby was
not renewed. As pianned, the temporary export surcharge was reduced by
almost one-half in January 1986 and eliminated in June 1986, without the
azdoption of compensatory fiscal measures (as planned in the standby program)
to achieve an eguivalent contractiopary result The marginal reserve
requirement was eliminated in April 1986.

The cumulative impact of these measures, taken before the assumption of
office by the new government, was significantly expansionary. In the initial
period, it was obviously difficult for the new government to evaiuate the
situation and to adopt appropriaste remedial measures. From the beginning, the
new government adopted an austere fiscal stance with respect to the growth of
Central Government current expenditures, but this did not prove to be
adequate, and the public sector deficit (including the quasi-fiscal deficit of the
BCRD) rose to 5 percent of GDP in 1986.

The most prominent and disturbing aspect of monetary developments
during 1986 was the expiosive growth of BCRD reserve money and private
sector money supply, both narrow (M1} and broad (M2) (see Table 12). In
fact, these monetary aggregates aimost doubled during 1986. In other words,
the growth in these aggregates in 1986 was almost equal te the cumuiative
increase that had tsken place in 2all the years from the establishment of the
BCRD in 1947 until 1982. The underlying reason for this deveiopment is the
asymmetrical nature of BCRD foreign exchange transactions. While the BCRD
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buys the foreign exchange proceeds of exporis {given the present foreign
exchange surrender requirements) and creates pesos in the process, it does not
normally "extinguish” the pescs by selling exchange to banks or the private
sector, which have to buy the needed foreign exchange in the exchange
market. The BCRD uses the exchange it has acquired from exporters ¢ pay
for petroleum imports and for external debt service of the public sector. In
the case of petroleum imports, the BCRD does receive the pesos which would
provide the offset but sometimes after a certain lag. In the case of externsl
public debt service, the BCRD has to make the service payments in many cases
without receiving the pesos, the impact of which is similar to a credit
expansion. The impact is similar when the BCRD makes payments on the
private sector debt it has assumed on behalf of the government in connection
with the 1983 and 1985 debt renegotiations. also without receiving the pesos in
many cases.

In November-December 1986, the BCRD sold foreign exchange in the
exchange market at RDS 296 per US. dollar (well below the prevailing
exchange market quotations) in an unsuccessful effort to bring down
{appreciate) the exchange rate. While the saie of exchange "extinguished” the
pescs at RD$S 296, the difference in exchange had an expansionary impact
Thus, the massive incresse in reserve money (see Table 12) in 1986 was due
largely to the elimination of the export surcharge and the marginal reserve
requirements, which would have offset the expansionary impact of the sale of
exchange. The huge increase in private sector money supply is due largely to
she increase in the net foreign assets of the banking system and to a 60
percent increase in commercial bank credit to the private sector (made possible
by the increase in reserve money).

The monetary overhang in 1986, together with the perceived inability of
{he monetary authorities to make the scheduled debt service payments {which
are ext-emely large, exceeding expected 1987 export earnings, if arrears are
taken into account), was reflected in some weskening of confidence and a slow
but persistent depreciation of the peso quotation in the exchange market in.
the first quarier of 1987. The government recognized the danger signals and
adopted some contractionary monetary-fiscal measures. These measures



il

included the reintroduction of the 100 percent marginal reserve requirement on
commercial Banks, the introduction of reserve requirements on “financieras,”
and the “demonetization” by the government of RD$S 250 miilion (RD3$ 200
million during September-December 1986, and RDS 30 million in January 1987}
by depositing these amounts in a special account at the BCRD (pending their
subsequent use to finance investment projects). These atiempts to achieve a
monetary offset did not prove adequate to restore coniidence by neutralizing
the monetary overhang of 1985, because of the adverse impact of measures
affecting the exchange market that were adopted by the Monetary Board on
February 19, 1987 (see Chapier II). These measures apparenty sent the wrong
signal that the government planned to shift emphasis from monetary-fiscal
measures to direct intervention in the payments mechanism and in exchange
rate determination. This aroused cencern that the government intended to
take further measures toweard direct conirols.

As a consequence of these developments, the rate of inflation accelerated
in 1987, with 2 rise of some 18 percent in the Consumer Price Index (end of
period} for the i2 months ended Jure 1987 comparec. with about & percent for
the 12 months ended Decsmber 1986. The peso depreciated in dollar terms by
20 percent from RDS 307 per US. dolizr in January 1987 to RDS 385 per US.
dollar in June 1987. In desperation, the authorities adopted f{ull-fledged
exchange controls with aa officially determined exchange rate on June 17,

1987. This experiment was short-lived since it led to a reduction in the
supply of exchange. and did not siem ihe depreciation of the peso. As the
paraliel exchange rate depreciated as low as RDS 430 per US. dollar in
October 1987, the Monetary Boarid reestablished a unified, market-determined
exchange rate in November 1987 st RD$ 460-470 per US. deliar (see Chapier
1.

During November and December 1987, the officizl exchange rate, in fact,
followed the previous day's market quotations. However, in January 1988,
wiien the market quotations of more than RDS 500 per US. dollar were
registered, the official rate was pegged just below RDS 500 per US. doliar.
By the second week of February, the exchange rate had depreciated to RD%
555 per US. dollar (having temporarily reached 2 jow of RD3 3.70 earlier).
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At this time, the BCRD reached an informal agreement with the commercial -
and exchange banks under which the BCRD undertook to buy, at the market
sate, ali the foreign exchange offered in return for their collaboration in
bringing the exchange rate down (appreciating it) by RD$ 05 per US. dollar
per week. The BCRD actually bought some 310 million in the market in
February, and sold some foreign exchange in the market. At the end of
February, the market exchange rate (at which most transactions take place)
had appreciated to RDS 525 per US. dollar, whiie the official rate remained
pegged at just below RDS 5.00 per US. dollar.

Since the unification of November 1987, the exchange rate quotations
reflect the uncertainty and lack of credibility of future government inteations
regarding the exchange rate (because of erratic government policies during
1987). The heavy external debt burden {(with no debt rescheduling in prospect
because of GODR hesitation in concluding 2 standby agreement with the IMF)
has also been a cause for worry. Certainly the sharp exchange rrte
fluctuations since November 1987 are not explained by the fundam atals (fiscal
and monetary developments, price trends, export performance). The GODR has -
met the challenge by not resorting to controls, and the exchange system
remains essentially free of restrictions.

The fiscal performance of the Central Government up to 1987 and the
prospects for 1988 are summarized in Table 6. The cutstanding aspect of the
1987 performance, as compared with that of 1986, is the near quadrupling of
the current surplus. This comes 2s a result of a 25 percent increase in tax
revenues and a 30 percent reduction in current expenditures, which made
possible a 130 percent increase in capital expenditures. This is 2 remarkable
achievement by any standard. However, this description obscures certain
shortcomings in the Central Government's own fiscal performance, and serious
problems in the financial, economic, and administrative performance of key -
public enterprises such as CDE and CEA  The Central Government registéred
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an overall surpius before adjustment for quasi-fiscal deficit,! which permitted a
substantial reduction of domestic financing after the utilization of the available
net externai finencing. However, it is certain that there will be a substantial
overail deficit after adjustment, especiaily when the figures for important
components of the quasi-fiscal deficit become available.

Fiscal performance in 1988 is expected to be at least zs impressive as in
1987, because of new tax measures. Tax revenues are expected tc rise by
RDS 1,245 million or 47 percent, of which RDS 700 million would be derived
from the 20 percent exchange swcharge on nonessential imports introduced in
November 1987, RDS 240 miliion from the tax package announced in November
1987, and RDS 300 million from the recently introduced exchange surcharge on
that part of the proceeds of sugar and mining exports which exceeds the
exchange rate of RDS 400 per US. doilar. Also, in November 1987, the
government increased the prices of petroleum products at the pump by 20
percent, in order to reduce the petroleum subsidy. As current expenditures
are also programmed to increase by RDS 550 million or 42 percent, the current
surplus will increase by (only!) 50 percent Since capital expenditures are
budgeted to inrease by around 30 percent (2 much smaller increase than in
1987), there should be a2 much larger overall surpius (before adjustment for
guasi-fiscal deficit) in 1988 than in 1987, which would make possible another
large reduction in domestic {inancing. Hence, the f{iscal measures already
taken shouid be adequale to eliminate even the quasi-fiscal deficit for 1988
in tnis context, it must be menticned that the proceeds (RD$ 700 million) of
the exchange surcharge on nonessential imports are earmarked to reimburse the
BCRD for iis payment of public sector external debt service obligations.

1. The quasi-fiscal deficit includes items that are not included in the
Central Government budget but affect {or shouid affect) Central Government
fiscal performance, such as debt service payments made by BCRD on behalf of
‘he Central Government and public enterprises without receiving pesos; -
payments by BCRD of rescheduied private sector external debt service;
scheduled service payments by Cenirai Government of its debt tc BCRD;
operating losses of CDE & CEA; BCRD operating losses arising out of exchange
losses; and other factors mentioned above,
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The government has approved increases in the monthly minimum wage
from RDS 250 to RD 8306 effective January 1, 1988 and to RDS 400 effective
April 1, 1988. Public sector wages in the RDS 400-1500 per month range would
be increased by 10 percent effective April 1, 1988. These wage increases are
the first since mid-1985 and real wages would still remain well below the 1984
jevel The consumer price index rose about 20 percent during 1987 {end of
period), with the annual rate of increase as high as 30 percent in the last four
months of 1987.

In February 1988, presumably to provide resources to finance the wage
incresses, the government announced a freeze on new investment projects. Rt
is not clear at this time what the fiscal impact of this measure will be. The
government is maintaining a resclute stance to prevent the resurgence of the
fiscal deficit and to keep inflation under control. There are indications that
the government may impose a tax on petroleum products or further increase
their prices at the pump and take other measures to increase revenue and
reduce current expenditures.

The foregoing review of macroeconomics policies makes it clear that

Progress has been made since 1982 towards the attainment
of monetary stabilization through the pursuit of
appropriste macroeconomic policies.

The macroeconomic disturbance has proved to be rather
intractable because it has been caused essentially by
adverse external factors.

The steady implementzation of stabilization policies has
proved to be exceedingly difficult because of the adverse
political and social impact of the temporary coniraction of
economic activity and reduction of real income.

Hence, the GODR has not been able to maintain the
adjustment policies without interruption and there has



been considerable slippage and backsliding in the
stabilization effort.

These circumstances have ied, as explained in Chapter IV in the section
entitted "ESF Policy Conditionality,” to the ESF program occupying the center
stage in GODR policy formation and proving to be the major catalyst in
nudging the GODR towards maintaining the stabilization effort or in restoring
it after an interruption forced by difficulties.



{31, MULTILATERAL STABILIZATION AND STRUCTURAL
ADJUSTMENT PROGRAMS IN THE 19805

The historical record of GODR policy formulation and implementation in
the 1980s, s presented in Chapter II clearly shows that the GODR adopted
imporiant macroeconomic policy decisions in close consultatior with the IMF
and ALD. often as part of policy reform programs supported by financial
resources provided by IMF and ALD. The roles of the World Bank and the
133 in the DR have been rather limited and their operations have not exerted
much influence on policy reform in the context of stabilization and structural
adjustments. Hence, one section in this chapter will be devoted exclusively to
the IMF and the other section to the World Bank, IDB, and other lenders.

iMF

The analysis of macroeconomic trends in Chapter II inevitably included a
discussion of the content of IMF-supported policy reform programs, given the
intimate linkage between these programs and GODR policy formulation. In this
section, 2n attempt is made te determine the extent of influence of the iMF
programs on policy reform in the DR

The relationship between the IMF and the DR has a iong history. From
the late 1950s until the early 1970s, the DR maintained a close relationship
with the IMF, and 2 number of standby arrangements were concluded.
Between 1974 and 1982, no standby or extended arrangements were negotiated
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between the DR and the IMF. In fac! while pursuing fairly cautious
macroeconomic policies the DR managed rather well for a few years after the
iarge 1973 oil price rise, as a result of higher export prices {coffee boom).
However, after the massive oil price increase of 1979 2and the concomitant
worldwide recession with greatly increased internationsai interest rates during
1979-82, the DR was afflicted with increased fiscal snd balance-of-payments
difficulties {see Chapter ). During this period. the DR remained in close
rouch with the IMF and received IMF financial assistance through various
facilities other than standby or extended arrangements, such as the
Compensatory Financing Facility and the Buffer Stock Financing Facility.

The main features of the three-year EFF program which took effect in
January 1982 have been highlighted in Chapter Il This comprehensive program
of short-term monetary stabilization and medium-term structural reform started
off rather well. Implementaiion in the first three quarters of 1983 was more
or less as programmed in terms of the performance criteria; however, during
the last quarter of 1983, program implementation began to diverge from the
targets. A major area of divergence was public finance. The overall deficit
of the consolidated public sector reached 56 percent of GDP in 1983, which
represented a2 modest improvement over the 62 perceni registered in 1982 but
feil substantially short of the program targel of 39 percent of GDP. Hence,
the subceiling on net credit to the public secior was not met for the last
quarter of 1983, Shortfalis were also experienced with respect to the targets
related to balance-of- payments performance, after making aliowance for the
3310 million of exceptional financing received in December 1983 through the
refinancing of commercial bank debt. Contrary to the intent of the program,
payments arrears accumulated because the DR suspended amortization payments
to *he Paris Club after requesting rescheduling = August 1983, and because
amortization payments to commercial banks were not made on schedule,
pending the finalization of the refinancing agreement in December 1383. Thus,
external payments arrears rose by 2 {urther $216 million in 1983; the overall
balance-of-payments deficit remained at more than 3350 miilion, virtually
unchanged from the 1982 level and the peso depreciated sharply in the parallel
foreign exchange market in the second half of the year. To be fair, the
balance-of-payr.ents performance proved deficient because 3 large part of the
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external financing envisioned in the program for 1983 did not materialize; the
GODR did not {or could not) undertake compensating policy adjustments. In
short, the desired degree of adjustment did not take place in the first year of
the EFF.

Divergence {rom the EFF targets widened during 1984. and the GODR and
the IMF were unable to agree on a set of policies that would prove adequate
to put the program back on track Accordingly, the EFY arrangement was
canceled in Jonuary 1985, and emphasis was shifted to the negotiation of a
new one-year standby arrangement, which was concluded in Aprit 1985.

During 1984, the DR 2nd the IMF remained in exceptionally close contact
(which was greatly facilitated by ALD. policy dialogue: see Chapter V),
working on the content of 2 new adjusiment program. The basic policy
difference, which made impossibie the revival of the EFF, related to the speed
of adjustments (ie. gradual adjustment versus “shock™ treatment). The issues
under contention were the speed of exchange rate devzluation and the speed of
unification of the official and parzllel exchange markets, prompt elimination of
the implicit petroleum subsidy at the official exchange rate, rapid reduction of
external payments arrears, accelerated build-up of international reserves,
aceelerated reduction of the fiscal deficit, increases in public service tariffs
and charges of the state enterprises, and wage restraint. In April 1984, in an
effort to proceed quickly towards a revival of the EFF program, the GODR
transferred 2l imports other than petroleum from the official to the paraliel
market {from 2 131 official exchange rate to the parallel exchange rate of USS
{ = RDS 280). The GODR intended to shift petroleum imports to the parallel
market within 2 short period. However, the resulting sharp increeses in the
prices (including many controlied prices) of foodstuffs and other basic producis
and the temporary scarcities of other products still sold at controlled prices
led 1o strong and widespread popular protests, including riots in Santo
Domingo that caused many deaths These events convinced the GCDR to
abandon any thought of revival of the EFF and led to an informal
understanding between the GODR and the IMF in the form of a so-called
“shadow” program. Through this program, the GODR reaffirmed its
determination to maintzin the adjustment policies (although at 2 somewhat
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gradual pace) and fo create the conditions for exchange rate devaluation and
unification over s 5ix- fo eight-month period. Using the IMF terminology, the
GODR implemented a series of “prior actions” in 1984-85 which laid the
groundwork for the 1985-86 standby arrengement This program represented a
modus vivendi between the DR and the international community. It made
possible a continuing relationship with the IMF on the basis of the GODR's
recognition of the need o meinizin the wdjusimeni policics at a gradusl rate
and in accordance with external debt renegoliation 2greements.

Even after the April 1984 riots. the GODR continued to take adjustment
measures {exchange and fiscal policy measures) cautiousily and graduaily during
the rest of 1984 In August 1984, the GODR communicated to the IMF an
interim econcmic program {aisc cailed the transitional program) designed to
iead 1o exchange unification, to improve exchange reserves, and to reduce
fiseal deficits. The exchange policy measures essentially consisted of
transfers of specified financial and service iransactions {o the parallel market;
establishment of an ‘intermediate” exchange rate {in August 1984} for oil
imports (other than those of the CDE), which resulted in an increase of more
than 60 percent in the prices of petrcleum products; transfer of almost all
non-traditional exports io the parallel market: and more favorable exchange
rate treatment of traditional exports and services. Fiscal policy measures,
designed 1o reduce the budge! deficit, included revenue enhancement and
expenditure restraint, perticularly cutbacks of public investment expenditures.

These measures set the stage for the adoption by the GCDR in January
1985 of a comprehensive stabilization package The package consisted of
unification of the exchange rate; imposition of a temporary exchange surcharge
of 36 percent on traditional exports and 5 percent on contraditional exports;
incresses in electricity tariffs, and in petroleum prices; introduction of 100
percent marginal reserve requirements; an increase in interest rates; and
freezing of BCRD discounts. These measures provided 2 solid basis for the
cne-year IMF standby arrangement that became effective in April 1985.

The content of the 1985-86 standby arrangement and the performance of
the Dominican economy during 1985-87 (up to Februzry 1988) have been
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described in Chapter I The DR was able to fuifill the performance criteria
established in the standb - rangement and was able to obtain substantial debt
relief, amounting to $63C millicn in 1985 and S161 million in 1986, from both
Paris Club and commercial bank creditors {the latter in the form of a MYRAL
Since the expiration of the standby arrangement in April 1986, no standby or
extended 2rrangement has been negotiated between the DR and the IMF:
however, the GODR has remained ia close touch with the IMF. The new
administration, which assumed office in August 1986, expressed its strong
preference (at least until the change in the leadership of the BCRD in
November 1987) that the cooperation between the GODR and the IMF take the
form of “enhanced surveillance™ by the IMF rather than an IMF standby or
extended arrangement The roblem with this approach is that IMF “enhanced
surveillance™ is not adequate for debt renegotiation with the Paris Ciub, which
requires an IMF standby or extended arrangement Furthermore, in the
conditions prevailing in the DR, it is possible that IMF "enhanced

surveillance” would not be considered adequate by commercial banks to provide
refinancing under the 1985 MYRA It is. however, important 1o mention that
the fiscal and exchange policy measures adopted by the GODR in November
1987 have led to the restoration of the ESF ailocation for FY 1987 (see
Chapter IV) and have greaily improved the prospects for the conclusion of a
standby arrangement with the IMF, if the GODR makes such 2 request.

Other Donors

Among the category of other donors, 2 brief description will be given of
the programs of multilateral donors as well as of the major bilateral donors
and private commercial banks. As mentioned at the outset of this chapter,
only the IMF and ALD. (among muitilatera! and bilateral donors) have had any
significant impact on macroeconomic policy reform. Although the direct policy
influence of the other donors has been limited, some donors (such as the Paris
Cilub and commercial banks} have linked their policy conditionality to that of
the IMF. The indebiedness of the IR 1o these dopors and the scheduled debt
service is shown in Tables 24 and 5.
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Over the years, the Worid Bank (IBRD) has extended substantial and
broad-based assistance to the DR. At the end of 1986, total commitments and
disbursements amounted o 5353 million and 3237 million, respectively. Most of
the lending was destined for the following sectors. in order of importance:
transpor?, agriculture and irrigation, sugar rehabilitation, tourism. industry,
housing, and education. However, net lending which averaged 530 million a
year during 1980-83, tapered off and subsequently gave way to net repayment
(outflow) in 1985-87. With the implementation of the 1985 IMF standby
program, it was expected that substantial net lending by the IBRD would
resume, but it has not materialized so far. There are some indications that
new IBRD iending to the DR may become available in the near future in the
form of some guick-disbursing loans as weil as project loans in the agriculture
and energy sectors.

The reasons for the wezk influence of the IBRD on GODR policies
(compared with their icfluence in other countries) are the smail size of net
lending since 1983 (particularly the negative lending in 1986-87), and the
nature of IBRD lending to the DR (mostly proiect loans). There have been no
Structural Adjustment Loans (SAL) or sectoral adjustment loans, and the
number of guick-disbursing loans has been relatively smail

For these reasons, the IBRD's strong interest in macroeconomic and
development policy issues in the DR (for example, in fiscal reform, public
sector invesiment, pricing and regulatory policies, agricultural diversification,
export pmmeoiien')z has not been able to exert an effective influence on
policies. As for the policy conditions relaied to its project loans, the IBRD's
general approach (for example, with respect to pricing and regulatory policies)
has been consistent with the ALD’s general approach. Hence the IBRD and
AID. have worked in close collaboration on agricultural sector projects and
expect to work closely in the future on energy sector projects (particularty
rehabilitation of existing facilities, restructuring of CDE, and the private
sector role in power generation and distribution).

2. The World Bank, Dominican Republic: an Agenda for Reform, January
21, 1987,
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At of the end of 1986, the Inter-American Development Bank (IDB) was
the second leading creditor to the DR, with $487 million of outstanding credit
and $272 million pending disbursement. Most of this credit was for roads,
tourism, and agriculture. As described further in Chapter IV, ALD. has
provided local currency counterpart for some IDB projects, and IDB credit has
complemented ALD. activities, particularly in agriculture. Coordination
between the ALD. Mission Agriculture Division and the IDB in providing
agricultural credit through the Agricultural Bank has been significant The
two donors have joined in insisting on realistic interest rates. According to
its custom, however, the IDB has neither insisted on macroeconomic
conditionality, nor entered into sectoral adjustment lending. It has limited
itself to preject conditionality.

Future IDB lending to the DR is problematicai, because of resistance from
the present Dominican administration to assuming a2 greater debt burden,
except for the most critical needs. Seven proposed IDB loans totalling 3508
million were rejected by the Dominican Congress between 1984 and 1986, and
the present administration is rejuctant to lend except in seiected areas.

Besides the United States, Venezuela, Spain, and Mexico are other major
hilateral creditors of the DR, Together, their credits outstanding at the end
of 1986 totalied $629 million. This combined total was above the level of the
Inter-American Bank The principal source of Venezuelan and Mexican credits
is the San Jose Accord of 1980, under which 20 percent of the value of these
two countries’ petroleum sales to the DR may be converted into a long-term
loan if the GODR uses that percentage for projects that will reduce
Dominican dependence on petroleum imports. The DR is in arrears on its
repayments to both countries, and has made littie investment in projects
reducing dependence on petroleurn imports.

The Spanish credits are primarily for building dams. There is also 2 $40
million revolving credit from the Spanish BCRD to the BCRD for balance-of-
payments requirements The DR is in arrears on paymen's of both principal
and interest on the credit, which still has S$11 million undrawn. Spain will not
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provide new credits until the DR is up to date on payments. Spain also has 2
small 3400,060 technical assistance program for rural development.

These couniries and other bilateral lenders {except the United States) do
not atiach macroeconomic or sectoral conditionality to their lending, except
through the Paris Club. However, Venezuela and Mexico, whose credits
totalled $450 million at the end of 1986, do not participate in the Paris Ciub.

Japan would like to be 2 major provider of economic assistance to the
DR It provides about $2 million annually for agriculture (including donations
of fertilizers, pesticides, and machinery) and projects for the development of
peppers and water resources. Japan aiso signed 2 loan agreement for a 360
million hjyxroelectric project in the western part of the country more than a
year ago. However, the Dominican Congress has not yet approved this loan,
and Japan is considering canceiling the credit. Two issues remain unresolved,
namely, whether the DR really needs additional power capacity now and
whether hydroelectric power is better for the country than thermal power.
Japan is hclding an additicaal $50 miilion for other projects in abeyance until
a decision is made on the hydroelectric loan.

Germanv is aiso interested in the eiectric power sector and is in the
process of providing DM33 miilion for distribution sub-stations in the eastern
part of the DR Germany also provides a significant amount of technical
assistance, particularly for agriculture; however, Germany will not provide new
credits to the DR, until the DR clears up its arrears on existing loans.

lialy is interested in extending credits to the DR In November 1987, the
Governments of Italy and the DR held general discussions on $100 to $150
million in economic development assistance from Italy over a three-year period.
Total Italian assistance to the DR up to that point was about $30 million.
Tentatively, $25 million of the $100 to $150 million would go for a
thermoelectric plant near Baraonaz; 315 miilion would go for technical
assistance in the energy field from the ltalian Electric Power Company, 340
miliion would go for irrigation and cooperatives projects; 310 million would go
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for iraining in tourism; and SI0 million would be for projects in the heaith
field.

The only significant coordination among bilateral lenders is through the
Paris Club. In view of its insistence on an IMF standby agreement in return
for debt rescheduling, the Paris Club has taken on special macroeconomic
policy significance with regard to the DR over the last three years, because of
the 1985 rescheduling and the present need for further rescheduling. A major
Paris Club rescheduling was agreed to in 1985 following an IMF standby
agreement. The GODR has since fallen out of compliance with its IMF
agreement, and is about $80 miilion in arrears to Paris Club members. Total
GODR medium- and long-term debt outstanding to Paris Club creditors at the
end of 1986 was $1,172 million. The GODR is interested in a new Paris Club
agreement, but a new IMF standby agreement is a prerequisite.

Commercial bank medium- and long-term credi* outstanding to the DR at
the end of 1986 was $8187 million. The commercial banks have effectively
joined with the United States, the Paris Club, and the IMF in insisting on
macroeconomic stabilization measures by making their debt rescheduling
contingent on an IMF standby agreement The 1985 commercial bank
rescheduling covered some $600 miilion in debt due through 1989. Only
interest was 1o be paid in 1986 and 1987. Principal payments are scheduled to
begin in 1988. The commercial banks insisted on a rescheduling of 85 percent
of bilateral debt as well as an IMF standby agreement. Presumably,
commercizl banks wouid insist on similar terms for a new rescheduling




1V. A.L.D. CASH TRAMSFERS SINCE 1982

The preceding chapters have described and analyzed the macroeconomic
trends in the DR, the policy approach of the GODR, and the role of foreign
lenders other than ALD. (particularly the IMF) in the context of stabilization
and structural adjusiment programs. This is 2 necessary background for the
examination in this chapter {which is the main body of the report; of the role
of ESF cash transizrs in influencing GODR macroeconomic policies. s will be
shown later in this chapter, the ESF program bas occupied the center stage in
GODR policy formation and has been the major catalysi in convincing the
GODR to undertake the necessary stabilizai'on effort. The first section
describes the overall sirategy for ALD. programs in the DR, presents basic
information about the various ALD. programs, and exa:zines the rziative
importance of ESF cash transfers within the overall ALP. program. Th« second
section, the most important in the report, evaluates the ESF program by
discussing the advantages ana disadvantages of cash transfers: analvzing the
effectiveness of ESF policy conditionality; appraising coc:dination with
multilateral lending institutions {particularly ‘he iMF); and examining linkages
with other ALD. programs. The third section is an evaluation of the
contribution of cash transfers to the achievement of policy reform and to the
economic development of the DR The final section discusses the
implementation and management of cash transfers in the DR
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Overall AID Program

A.LD. Strategy

The overall ALD. strategy in the DR3 is to contribuie to the expansion
of employment opportunities and to increases in per-capita income by
supporting the financial recuperation and eccnomic growth of the DR on a
self-sustaining basis and by stimulating a labor-intensive expansion and
diversification of the countrys economic base led by the private sector,
through

Sustained implementation of the economic stabilization program

Increased private investment in the industrial and agricultural
sectors to develop a broader base of noatraditional exports

Accelerated diversification of the agricultural sector into
nontraditional crops which may be potential earners of foreign
exchange

Expanded role of the private sector in providing improved
acoess to needed health care and family planning services

The short-term component of ALD. strategy reinforces that of the IMF,
since its primary emphasis is on a market~determined, unified exchange rate,
an effective stabilization program aimed at reducing the consolidated public
sector deficit, and the rate of monetary growth and hence the rate of
inflation. However, ALD’s overall strategy has a broader scope with a longer
time frame than that of the IMF, as is evident from the preceding paragraph
There are many common elements between the ALD. strategy and that of the
Worid Bank (IBRD). The IBRD has a2 and sharper focus on export promotion
and savings mobilization, while ALD. places more emphasis on privatization.

As may be seen in Tables 24 and 25, the United States is the largest
single provider of credits and grants to the DR Iis portion of total foreign
credits and grants is between 25 and 30 percent, if commercial bank credits

3 USAID/DR, Country Development Strategy Statement, FY 1987, january
1986 and Action Plan. FY 1988-89, March 1987.
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are included. As indicated in Chapter III, commerciai bank credits play an
important role in balance-of-payments financing and exert some influence on
policy in connection with debt rescheduling negotiations.

ALD. has three basic programs {(see Tabie 29} with which to implement
the strategy outlined above. They are Economic Support Funds {ESF) in the
form of cash transfers, which have totalled $2i80 million from FY 1982
through FY 1987: PL-480 and Section 416 agricultural commodity sales or
grants, wkich have totalied $241.9 million in the same period: and development
assistance loans and grants, which have totalled $151.9 million in ine same
period. In addition, the United States provides the DR with relatively small
amounts of military 2id and assistance for narcotics control

Program objectives are achieved through judicious policy conditionality,
continuous policy dialegue, and appropriate targeting of resource fransfers for
particular purposes (as discussed at some length in Chapter IV in the context
of ESF programs). The effectiveness of the policy dialogue and policy and
project conditionality is enhanced by both the long history of close relations
between the United States and the DR and the persistent work of ALD.
Mission personnei supported by the Embassy, including the involvement of the
Ambassador if needed. These factors appear to give ALD. programs 2 degree
of influence beyond that which might be expected from the amount of
resources involved. This influence is reinforced by =ffective conditionality,
pamely, the GODR’s awareness that the United States is prepared to interrupt
the flow of resources at critical points when key conditions are not being
met, as shown at least in the czse of ESF cash transfers. The present high
level of Dominican acceptance of the policy influence of the ALD. program is
likely to decline over time, os the Dominican economy becomes more self-
reliant and as other sources of resource transfer increase relative to US.
Tesources.
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Economic Support Funds (ESF)

The ESF cash transfers in dollars represent balance-of-payments
assistance in support of stabilization (*he short-term component of ALD.
strategy). The cash traosfers are effected simply by depositing the dollar
amounts in the Federal Reserve Bank of New York to the account of the
BCRD. The GODR agrees that an amount at least equivalent to the transfers
will be spent in the year after disbursement to import raw materials,
intermediate goods, and capital goods from the United States for private sector
industry and agricuiture. [t also agrees to deposit in a special separate
account in the BCRD, within 2 specified time period after the disbursement of
the doilars, the peso eguivalent of the US. dollar disbursement? The rate of
exchange used to determine the amounts of local currency to be deposited is
the average rate for imports of goods of the imputed types for the 30-day
period following the day the {unds are transferred.

The GODR has further agreed 1o a series of substantive conditions
relating to stabilization in return for the cash transfers, and to joint
programming of the local currency that is generated by the transfers. The
jocal currency belongs to the DR, but the joint programming agreement permits
the United States to maximize its use for ALD. pregram objectives and 1o
apply conditionality effectively.

The FY 1982-84 cash transfers were loans; the FY 1985 and FY 1986 cash
transfers were grants. The change from loan to grant was made because the
DR’s needs were critical and 2 major breakthrough in exchange rate and
stabilization policies seemed possible only in return for grants. Moreover,
assumption of new debt requires the approval of the Dominican Congress,
which is often hard to obtain

4 See the Basic Cash Transfer Grant Agreement of December 26, 1984 and
the Memorandum of Understanding on Operational Procedures for the Use of
Counterpart. 1he time within which the pesos should be deposited has varied;
Tor example, it was prescribed as 130 days under the Amendment to the
Memorandum of Understanding of December 27, 1985,




29

Since the inception of the ESF program in the DR in FY 1982, the cash
transfers in dollars have accounted for one-third to one-haif (and more} of the
total ALD. program in dollars in the DR, with the exception of FY 1983 and
FY 1987. The ratio of ESF cash transfers to the total ALD. program in the
DR has been as follows: 51 percent in FY 1982 13 percent in FY 1983; 35
percent in FY 1984; 55 percent in FY 1985; 40 percent in FY 1986; and zero in
FY 1987. As explained in Chapter IV, the small ESF allocation in FY 1983 and
the zero allocation in FY 1987 reflected special facters. In terms of local
currency, ESF local currency generations during FY 1982-86 amounted to 62
percent of the local currency generated under all ALD. programs in the DR

PL-430

The PL-480 program provides balance-of-payments assistance through the
transfer of agricultural commodities, as a2 compiement to ESF cash transfers
for balance-of-payments support. In the Dominican case, the commodities have
been rice, wheat, vegetable ocils, and corn. There are two types of PL-480
programs: Title I (loans) and Title I {grants). In addition, agricultural
commodities are provided through Section 416 (Sugar Compensation program) of
the Agricultural Adjustment Aci. The total value of commodities provided
under Title | in FY 1982-87 was 514795 millicn These commodilies were
provided as loans, and local currency is generated from theic sale. The local
currency deposits must at least be equivalent to the dollar value of the
commodities at the world market price, converted into pesos at the going rate
of exchang> when the commodities are shipped. The deposits may exceed this
minimum if the local szle price is higher. The local currencies, which are
owned by the DR, are programmed jointly and used to diversify food
production, and to some extent to assist in economic stabilization programs.
Titie I commodity agreements have a series of self-help conditions which relate
to ALD's overall program strategy. The PL-480 Title [ local currency is
programmed in conjunction with ESF locai currency programming.

Under new Section 108, most Titie 1 PL-480 commodities will be sold for
US~owned local currency and will be used for the private sector.
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The agricultural commodity imports under Section 416 grants began on 2
small scale in FY 1984 as emergency relief and increased sharply in FY 1987 as
compensation for foreign exchange losses which resuited from reduced s
quotas for imports of Dominican sugar. Such imports totalled $788 million in
value from FY 1984 through FY 1987. The local currency proceeds from
Section 416 commodities provided in FY 1987 and FY 1988 will be used for
sugar diversification activities on former sugar and sugar mill lands.

Title II PL-480 agricuitural commodities are provided as grants through
private voiuntary agencies for low-income families. The total value of
commodities provided under Title II PL-480 programs was $132 millien in FY
1982-86.

The United States is conscious of the production disincentive potential of
providing large amounts of food at favorable prices. Wheat is not produced in
the DR, but there are partial substitutes such as rice, corn and millet. An
obvious question is whether the current level of wheat imports to the DR
under PL-480 might discourage domestic production. [t is equally obvious that
there would be no disincentive impact if the wheat is imported at the
international market price and priced in local currency at 2 market-determined
exchange rate. Rice is produced in the DR, and rice has been phased out of
the PL-480 program as Dominican production has increased. Dominican
production of corn and vegetzble oiis is limited.

Development Assistance

Development assistance consists of dollar loan 2nd grant funding for
projects supporting ALD's 2ssistance strategy and goals. The loans are
normaily for foreign exchange costs of equipment and materials. The grants
are disbursed to suppliers or contractors who have won competitive bids in
connection with duly approved projects. For smaller amounts, they may be
disbursed to pay vouchers (for faster disbursement). Projects supported by
dollar development assistance are usually aiso supported by local currencies
generated from either ESF or PL-480, or both.
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Tables 31 and 32 provide 2 summary of dollar development assistance by
sector in recent fiscal years, and lists of projects with sources of funding for
the three principal objectives of increasing agricultural production,
strengthening the private sector, and promoting exports.

Local Currency

ALD’s local currency program is funded from PL-480 Title I local
currency generations, and from GODR local currency counterparts to ESF loans
and grants. The ESF joan and its amendments. the ESF grant and its first
two amencments, and the FY 1983-86 Title | programs have provided the
equivalent of approximately USS86 million of local currency per year on
average ~ an amount three times the average size of the development
assistance program during the same period. Given its magnitude, the local
currency program has become a critical and integral part of the overall US.
economic assistance program in the DR. The local currency program is very
large and diversified. Local currency programs will become more manageabie
in the future as local currency accumulates under Section 108.  The local
currency generated under Section 108 will be US. property for which the
United States will have responsibility, will be quick-disbursing through credit
programs {rather than projects) for the agricultural sector channeled through
“agent banks,” and will not increase the administrative burden on USAID/DR,
since only periodic AID reviews wiil be required.

Drojects financed by local currency generally fall within the four
categories that the Mission has outlined as its main objectives: economic
stabilization, private sector expansion, agricultural diversification, and
expansion and improvement of supporting infrastructure. Between FY 1984 and
1986, RDS 300 million generated by PL-480 was programmed, of which RDS 158
million has been released. Of this amcunt, 47 percent was for infrastrycture
projects, 26 percent for economic stabilization, 3 percent for private sector
expansion projects, 5 percent for agricultural diversification, and 19 percent
for the other category, which includes the ALD. trust fund (used principally
to finance ALD. operating expenses). In regard to the ESF, more than RDS$
493 million has been programmed between FY 1982 and FY 1986. Of this
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amount, RDS 398 million — or 80 percent — has been authorized for release
by the Mission. The programmed, authorized, and released amounts of US.
economic assistance to the DR in iocal currency are shown in Table 30.

Under the Economic Stabilization category. the principal focus has been
on providing shorter term credits, mainly for agricuiture, including supporting
IBRD and IDB agricultural production credits. Considerable local currency has
been programmed under the Private Sector Expansion category for longer term
eredit programs, tourist infrastructure, agribusiness enterprises, and free trade
zope construction and improvement. The programming of local currency under
the Agricultural Diversification category has covered part of the GODR
counterpart fund requirements of many AlD-financed agricuiture projects.

The Supporting Infrastructure category has been used principally to finance
ALD. other donor. 2and GODR infrastructure projects considered important for
support of private sector expansion and agricultural diversification, with small
amounts allocated to support PVOs  Lastly, in the Other category, the
orincipal item is the ALD. Trust Fund which when established, will be used to
support ALD. operational expenses as well as finance the cost of 2 new AlLD.
building in Santo Domingo.

£SF Program

This section underiakes an evajuation of the ESF program Dy analyzing
the advantages and disadvantages of the cash transfer mechanism; the
effectiveness of ESF policy conditionality, including ALD. policy dialogue with
the GODR: coordination with multilateral agencies, particularly the IMF; and
linkages of the ESF program with other ALD. programs.

Advantages and Disadvantages
of Cash Transfers

Cash transfers have three major advantages over commodity transfers and
project lending. First, the dollars enter immediately into the country’s
reserves and can be used for a broad range of imports. Commeodities arrive
some time after agreements are reached, and the timing of project
disbursements is subject to the readiness of projects. Cash transfers are



33

therefore an effective mechanism of providing irnmediate baiancemf-payments
support in connection with critical stabilization measures. The success of
these measures often depends on rapid additicns to foreign exchange reserves
in order to maintain the flow of essential imports, to strengthen confidence,
and to avoid destabilizing capital flight. Both the necessary poiitical will for
stabilization and the success of other external efforts to support stabilization
may turn on the ability of ALD. and other donors to provide timely infusion
of external resources in support of viable stabilization policies. Second, cash
transfers immediately generate local currency that may be used for a variety
of program purposes. This is not the case with doliar project lending. In the
case of commodity transfers, local currency generations may be delayed by the
time taken to sell the commedities, or distorted if the commodities are sold
helow ecest  Third, USAID's conirol over how the local currency is used has
given the Mission important leverage in negotiations with the GODR over
crucial poiicy reform sreas such as the reduction or elimination of food
subsidies, the diversification of CEA lands, and the expansion of the private
sector’s role in the development and management of {ree trade zones.

The principal disadvantage of cash transfers is that it is difficuit to
earmark dollar funds for specific projec!s,5 which implies loss of management,
accountability, and control that AID missions have over local currency

programs.
ESF Policy Conditionality

The ESF cash transfer program. initiated in the DR in 1982, has had
muiltiple and broad-based objectives, such as economic stabilization, private
sector expansion, agricultural diversification, and infrastructure support {For
details, see Annex 4) However, the priority among these objectives was
influenced by the persistent macroeconomic disequilibrium generated largely by
external factors, which interrupted the self-sustaining growth process in the
early 1980s and brought the GODR face to face with difficult macroeconomic

5. There are some infrequent instances of dollar funds {in US. AID
programs) being earmarked and “projectized.”
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policy choices. By 1982, it had become abundantly clear that the attainment
of economic stabilizaticn had the highest priority at that ime and, more
specifically, that major attention had to be focused on fiscal and exchange
rate policies which had aggravated the disequilibrium. Hence, the effectiveness
of the ESF cash transfer mechanism in the DR must be judged primarily in
terms of progress towards economic stabilization Judged by this criterion, the
ESF program has provided crucial support to the GODR in the pursuit of
policies designed to attain economic stabifization Progress has also been made
towards the attainment of the other objectives {mentioned above) of the ESF
program. which would have been impossibie in the absence of progress towards
stabilization,

In the Dominican context, AID has, since 1984, given 2 higher priority to
economic stabilization as a necessary condition for the attzinment of other
ESF program objectives. The success of the ESF cash transfer mechanism in
the DR is therefore denoted by the fact it has been the single most important
influence in convincing the GODR to maintain stabilization policies in the face
of tremendous odds (as in 1984 and 1985), and/or to return to such policies
after having been forced to abandon them temporarily (as in 1987). It is safe
to say that the ESF program has occupied the center stage in GODR policy
formation and has proved to be the maior catalyel in nudging the GODR
towards maintaining the stabilizaticn effcrt or in resioring it after an
interruption forced by difficulties

Accordingly, the ESF conditionality basically has been designed to
persuade the GODR to maintain stabilization efforts and, in particular, 1o
reduce the budget deficit and to allow 2 free, market-determined exchapge rate
to function in an exchange system {ree of restrictionsb. For such an. exchange
system to function effectively, USAID/DR has supported complementary policies
to create the right conditions, such as pass-through of the cost of exchange
rate adjustments o the state enterprises (such as CDE) and to the ultimate
consumer; reduction of the budget deficit of the Central Government and of

6. Details of the conditions incorporated in each ESF agreement since FY
1982 are included in Annex 3.



35

the consolidated public sector; monetary restraint and maintenance of positive
real interest rates; and prudent externai debt management

in addition tc the shori~term stabilization component, ESE conditionality
alse includes 2 medium~term structural adjusiment component. such as higher
prices of commeodities {(petroleum) and increased charges for services of state
enterprises (electricity tariffs charged by CDE); gradual elimination of
consumption subsidies and state marketing (by limiting operations of parastatals
such as INESPRE); removal of controls and restrictions on exports; reduction
of the electricity generation cosis of CDE: liberalization of controls and
restrictions on exports: diversification of sugar lands: and imnroved access for
the private sector to CEA lands.

The ESF for FY 1982 and FY 1983 made hardly any use of policy
conditionality -- only provisions for regular GODR-AID consultations on
economic recovery and for a GODR letter outlining {he economic program.
The UUS. Embassy and the USAID Mission were more concerned at that time
with helping the DR recover from the severe effects of Hurricanes David and
Frederick *han in msacroeconcomic policy reforms. Also the macroeconomic
problems had not developed into a full-blown crisis at that time. With new
jeadership in the US. Embassy and the USAID Mission, and as a resuit of the
worsening macroeconomic environment, the ESF programs since FY 1984
contained increasingly severe conditions related to stabilization policies (see
Annex 3). The FY 1984 ESF, still in the pre-Kemp Amendment period, made
GODR-IMF agreement one of the conditions, but subsequent ESF agreements
contained specific conditions formulated by AID staff and made no reference
to the IMF.

In the USAID/DR approach to the implementation of ESF policy
conditionality since FY 1984 the important elements have been the size of ESF,
terms of resource transfer, timing of disbursements, use of sanctions to
enforce Conditions Precedent and Covenants, and policy dialogue.

As for the size of the ESF, the year-by-year variations in ESF amounts
(see Taktle 29) show that there has been an effort to tailor the ESF allocations



to the magnitude of the adjustment effort being made by the GODR. For
example, the large allocations in FY 1982 and FY 1984-85 represented ALD.
recognition of the GODR adjustment efforis related to the 1983 EFF agreement
with the IMF, the adjustment measures taken by the GODR in 1984 and early
1985 as part of the "shadow™ program, and the implementation of the 1985 IMF
standby agreement The smaller ailocations in FY 1983 and FY 1987 reflected
ALID’s displeasure with the “drift” in the GODR’s economic policies.

Although i is true that the ESF cannot and should not be used as a
“bribe” and that one cannot buy policy change. the "carrot” in the "carrot-and-
stick™ approach can be effective il properly appiied? In the DR, the
relatively large size of the cash transfer in the “adjustment years™ had an
economic justification as well — to provide resources for essential imports in
order to reduce social and political discontent generated by the hardships
resulting from the adjustment measures DBy the same token, the absence of
any ESF disbursement in FY 1987 reduced the policy influence of AID in
helping correct the erratic policies followed by the GODR in 1987.

As for the terms of the resource transfers, softer terms presumably would
provide 2 greater incentive for policy reforms, based on the logic contained in
the preceding paragraph. With this in mind, the ESF cash transfers after FY
1984 were changed from loans to grants, in view of the difficult adjustment
policies implemented by the GOLR in late 1984 and early 1985. Another
reason was that, in view of the political in-fighting in the GODR, the required
legislative ratification of external loan agreements was doubtful, since Senate
President Majluta had expressed his opposition to President Blanco’s policies.

The importance of careful liming of disbursements in order to facilitate
difficult policy decisions is brought out in the Dominican case. On the
positive side (the decision to go ahead with the disbursement), mention may be
made of the two disbursements of the $34 million FY 1984 ESF (in August and
September 1984), linked to implementation of the "shadow” program during

7. For an interesting comparison, see USAID/Bangladesh, Evaluation of
Rural Finance Project, December 1986, a report writtea by M. Haris Jafri.
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1984, the adoption of the “interim economic program” in August 1984, inciuding
the adoption of an “intermediate” exchange rate for cil imports; 2nd the
disbursement of the $50 million FY 1985 ESF in December 1984 that paved the
way for the exchange unification and other drastic measures of January 1985.
The three ESF disbursements iotailing $135 million in December 1984, April
1985, and December 1985 enabled the DR to meet the IMF performance
criteriz with respect o net foreign assets, repayment of external payments
arrears, and pet domestic assets.

For any foreign donor, the use of sanctions for noncompliance with

conditicns poses difficult problems. Although sanctions are a last resort,
USAID/DR did resort to sanctions on a few carefully selected occasions. A
good example of sanctions is the decisien of USAID/DR in the first half of
1987 not 1o sign the ESF agreement for FY 1987 (even though the aliocation
for the DR had already been made) in the absence of agreement on
stabilization (particularly exchange rate) policies. In addition, USAID/DR
delayed through administrative action, the disbursement of ALD. funds
availabie to the DR under existing agreements. These sanctions had an
important bearing on the GODR decision to go back to stabilization policies in
November 1987. In another instance, ALD. stopped local currency
disbursement until the GODR complied with the requirement for making
counterpart deposits. An important factor was the Dominican perception that
the United Siates would withhold disbursement in the event of noncompliance.

Policv dialogue constitutes the most important instrument for the
implementation of conditionality and makes possible a coordinated use of the
four other instruments mentioned above. ALD. has an advantage in this
respect because of its continuous presence in the country, while donors like
the IMF and the IBRD have to rely oa periodic missions. This mzkes it
possible for ALD. to have a continuous policy dialogue, the effectiveness of
which depends on the quality of the Mission's economic znalysis, political
judgment, personal relations with host country officials, and judicious use of
the four other instruments mentioned. Judged by the results since 1984, the
performance of USAID/DR (supported by the Embassy, including the active
involvement of the Ambassador) has been excellent. The policy dialogue and
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use of other instruments by AILD. contributed meaningfully to the broad-based
stabilization efforts in 1984-85 (including the 1985 IMF standby), and the
exchange rate and fiscal policy measures of November 1987. The performance
may be considered remarkable if one takes into account the drastic nature of
the policy reforms, the continuing dissension within the GODR, and the
frequent changes in the composition of the Dominican economic team. The
influence of USAID programs in the DR in achieviug policy reforms represents
a high “rate of return” on US. "investment” in the DR through its aid

programs. For the sake of perspective, however, the DR is a special case with
a long, close relationship with the United States.

The ESF aliocation for the DR for FY 1987 is shown as zero in Table 29.
An ESF allocation of $19.8 million was originally programmed for FY 1987.
The negotiations between USAID/DR and the GODR regarding the
conditionality for the FY 1987 ESF broke down in June 1987, because the
GODR was unwilling to commit itseif to 2 market-determined exchange rate
policy. Later, 86 million of the $19.8 million was reprogrammed by ALD. for
other uses. After GODR fiscal and exchange rate policy measures of
November 1987 (see Chapter II) showed that stabilization efferts were back on
srack, USAID/DR recommended the restoration of the remaining FY 1987 ESF
allocation of S138 million. This reccmmendation has een approved by
ALDJ/W. In retrospect, it is clear that the absence of ESF disbursement in
FY 1987 and the dim prospects for ESF zilocation in FT 1988 made it difficult
for the USAID Mission to influence the course of policies in 1987.

For FY 198, a significant reduction in the tentative allocation of $35
million (see Table 25) is expected. In fact, no FY 1988 ESF allocation has
been approved so far (March 1988) to the DR or any other Caribbean country.
In view of the considerations mentioned aLove regarding the size of the ESF
allocztion, it is important that a =rbstantial ESF ailocation for the DR be
approved for FY 1988, since the GODR has taken important policy measures
and plans other measures to achieve stabuization {see Chapter II). On the basis
of these policy measures, it is likely that 2 GODR request for a standby
arrangement would be approved by the IMF, which would make possible 2
rescheduling of the external debt owed to the Paris Ciub and commercial



banks. Hence, one may visualize a scenario in which a substantial ESF
allocation in FY 1988 (when it is sorely needed) wouid make possible 2
phaseout, in the foreseeabie future, of the ESF program to suppert short-run
stabilization and iis replacement by one directed to medium-term structural

adjustment.
Coordination with Other Donors

The objectives of the stabilization policy component, which constitutes
the basic thrust of ESF conditionality, are consistent with the objectives of
the policy mix incorporated in IMF standby and EFF programs. While AID and
IMF have developed their own conditionslity independendently of each
other their conditionality has been consistent and mutuzlly supportive because
of the harmony among their objectives. The successful impilementation of ESF
conditionality necessarily involves close coordination with the stabilization and
a2djustrnent policies supperted by the IMF. For example, the intensive and
continuous ALD. policy dialogue with the GODR was a major contributory
factor to the 1985 standby agreement and the large and timely infusions of
ESF cash transfers enabled the DR to stay in compliance with the IMF
performance criteria.

ALD. and IMF policy coordination in the DR has been close. Although
some contact has been maintained between ALD. znd the IMF in Washington
at the headquarters level, policy coordination in 2 resl sense has been schieved
ir. the field between USAID/DR and visiting IMF missions. The conclusicn of
2n EFF agreement between the IMF and the DR was facilitated to some extent
by the ALD. policy dialogue with the GODR and the FY 1982 ESF. However,
it can be stated categorically that the more active and effactive policy role of
USAID/DR during 1984-85 was crucial to the conclusion of the 1985 IMF
standby 2greement as well as to the successiul implementation of the
stabilization program. This was due to 2 number of factors, such as the
change in the leadership of the US. Missicn in the DR {both the Embassy znd
USAID/DR); the willingness of the Mission not only to make ESF conditional
on acceptable macroeconomic periormance (see Annex 3}, but to implement
such conditionality effectively through 2 soordinated use of the instruments
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available; the relatively large size of the EFF during 1984-85; the Dominican’
perception that the United States would withhold disbursement in the event of
noncompliance; and the careful timing of the disbursements to facilitate
difficult policy decisions, for example, the disbursements of August and
September 1984. Furthermore, without the three ESF disbursements of
December 1984, April 1985, and December 1985, it is doubtful that the GODR
would have adopted the necessary measures that led to the conclusion of the
IMF standby agreement in April 1985, or that the DR would have been able to
comply with the standby performance criteria for net foreign assets, repayment
of external payments arrears, and net domestic assets (see Chapter IV). |

During 1987 and 1988, USAID/DR has maintained its policy dialogue with
the GODR and its contact and coordination with the IMF, even though no IMF
standby agreement has been in effect since April 1986, and there was no ESF
allocation in FY 1987. The conditionality proposed by USAID/DR for the ESF
for FY 1987 (which the GODR rejected in April 1987) was consistent with the
IMF approach. The persistent efforts of USAID/DR, even in the absence of
ESF disbursements, have greatly influenced the GODR exchange rate and fiscal
policy decisions since November 1987, which show the resumption ci
stabilization efforis (see Chapters II and IV).

While the coordination between ALD. and the IMF in the DR has thus
been exceptionaily close, the timing and magnitude of the local currency
expenditures under ALD. programs occasionaily led to some conflict between
the two. For example, in 1985, the BCRD "sterilized" some of the ALD.
counterpart funds without prior consuitation with ALD, in order to stay
within the IMF credit ceilings. As a matter of principle, USAID/DR objected
to this event; consequently, the GODR agreed to avoid any restriction on
locai currency disbursement "without prior consultation with and written
approval of the US. Mission” {see Chapter IV). In actual practice, USAID/DR
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did not have muck difficulty in adjusting local currency disbursement to the
requirements of monetary stabilization — a goal it shared with the IMFS

There has not been any significant policy coordination in the DR between
AID and donors other than the IMF (such as the IBRD, IDB, Paris Club,
bilateral official donors, and commercial banks), because the operations of
these donors have not had much direct impact on GODR stabilization and
structural adjustment policies. In many developing countries, the IBRD exerts
a strong influence on structural adjustment policies. However, the IBRD’s
influence on GODR policies has been rather wezk in recent years, because of
the small size of its net lending to the DR since 1983 and, in particular,
because. of net repayment flow from the DR to the IBRD in 1986-87. Aiso, the
IBRD ,wucy role in the DR has been constrained by the fact that it has made
no SAL or sectoral adjustment lozn or other quick-disbursing loan for balance-
of-payments support However, breadly speaking, the active role of
USAID/DR with respect to structural adjustment policies has supported the
IBRD, because there are many common elements between the ALD. strategy in
the DR and that of the IBRD.

Although the IDB has been 2 large lender to the DR in recent years, it
has foilowed its normat practice of refraining from imposing conditions related
to stabilization or structural adjustment policies. The linkage by the Paris
Club and commerciai banks of their debt rescheduling to the IMF standby
agreement has, in effect, led to some policy coordination between them and
ALD. The bilateral official creditors (other than the United States) have not
required policy conditionality. One important mechanism of coordination used
by USAID/DR has been to provide the funding of the local currency
counterpart for loans made to the DR by t.e IBRD, IDB, and other donors.

8 For a discussion of the concepiual aspects of reconciling local currency
disbursements with monetary stabilization, see AAG/Mozambique, Policy

Strategy for Utilization of Local Currency Deposits, 2 report written by M.
Haris Jafri
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Linkages with Other A.L.D. Programs “

This section dezls with the degree to which the diverse ALD. programs -
- PL-480 Title I, Section 416, and ESF — complement each other. Since the
primary thrust of this study is an evaiuation of the efficacy of ESF - both in
terms of assisting the GODR in reaching a level of sustained economic growth
and in terms of AID’s ongoing policy dialogue impact — PL-480 Title II,
which has traditionaily been a grant program intended for health and social
welfare programs {and not economic development as such), will not be
a2ddressed.

Complementarity Among Programs

There is considerable complementarity among PL-480 Title I, Section 416,
and ESF-funded projects. On the macroeconomic level, all three programs
provide, either directly or indirectly, balance-of-payments support. With the
PL-480 and S416 programs there is no cash trancfer; the balance-of-payments
support is indirect and takes the form of 2 commodity transfer. The GODR
imports commodities from the United States as a loan, thereby saving foreign
exchange that the DR would otherwise have spent on these imports. In
comparison, ESF cash transfers provide direct balance-of-payments support.
The GODR is required to use the doliars to purchase machinery, spare parts,
and intermediate goods from the United States.

The programs differ in the area of local currency generation. Under the
PL-480 program, local currency is generated from the sale of commodities in
the DR. With ESF, the GODR is obligated to deposit in pesos an amount
equivalent to the cash transfer; the source of the pesos is immaterial.

The issue of complementarity is most evident in the programming of the
local currency that each program generates. Sectors are specified to which
these counterpart funds must be allocated; PL-480 Title 1 local currency is
supposed to be programmed for rural development and ESF local currency is
intended for private sector expansion. Local currency generated under the
recently initiated Section 416 agreements is programmed almost exclusively for -
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sugar land diversification and relsted activities since the assistance is provided
as compensation for the reduction in the US. sugar quota.

Many projects, however, defy simple classification as a rural development
or private sector expansion project An example might be the construction of
an artery linking a free-trade zone with a highway. A farm-to~market road
could clearly be construed as rural development, but in this case also aids in
private sector expansion So although there are three discrete local currency
accounts and the funds in each are treated accordingly, to the extent that
many projects cannot be neaily categorized, local currency funds are treated
2s a pool for funding projects which fall within the scope of the Mission's
objectives. A case in point is the ongoing rural savings mobilization project
which is being funded by local currency gererated under both PL-480 (FY
1984-86) and ESF (FY 1986). The project cannot be stricily classified as
either rural development or private sector expansion hut is 2 prerequisite for
both.

it is evident that USAID/DR has been prudent in supporting only those
projects which dovetzil with the objectives outlined in the FY 1987 CDSS.
The objectives may be broadly stated as follows:

Providing funding for projects that aid in the economic stabilization
process

. Promoting the expansion of the nontraditional export base through
increased private investment

Assisting in the diversification of the agricultural sector into
nontraditional crops with foreign exchange earnings potential

Of the local currency available for programming from ESF FY 1982-86,
nearly 43 percent has been allocated to private sector expansion. Local
currency generated from PL-480 FY 1984-86 has been geared principally toward
infrastructure improvement. Only 5 percent has been allotted for agricultural
diversification. This is one area where the Mission intends to focus more of
its attention and its resources. The major oostacle facing the Mission in this
regard is the reluctance of CEA to relinquish control of sugar lands.



Aithough CEA is cautiously recepiive to the notion of diversification. the
Mission has had limited success in persuading it to allow private sector
participation in the process.

The Mission has had success in asgricultural diversification using S416
counterpar: funds. Virtually ail the Section 416 local currency has been
programmed for agricuitural diversification. The two agreements are expected
to yield approximately RDS 248 million to be used in programs whose principal
aim is to alleviate the financial and economic stress associated with redu-lion
of the US. sugar quota for the DR and with the collapse of world sugar
prices. To this end, roughly RDS 1516 million has been authorized for release
for 2 credit extension program to small farmers in areas z2ffected by sugar mill
closings; another RDS 116 million has been apportioned as credit for
agricultural production for agrarian reform beneficiaries; and roughly RDS 87
million has been aliocated to support the Agri-business Division of the State
Sugar Council

The largest portion of local funds generated under PL-480 FY 1984-86 and
ESF FY 1982-86, nearly 38 percent, has been programmed for infrastructure
support. Of this amount, more than 35 percent has been allotted for the
construction or rehabilitation of ports, rural roads, and highways; more than 20
percent to the improvement of irrigation systems; and more than 22 percent
for the rehabilitation of existing electricity systems. These projects clearly
do not fall under the heading of either agricultural diversification or private
sector expansion but zre nonetheless essential to facilitatz such diversification
and expansion

Agricultural Sector Program

Two of the ALD. Mission’s principal sirategy goals are rapid
diversification of the agricultural sector into nontraditional crops with foreign
exchange earning potential, and expanded private investment in both the
industrial and agricultural sectors. Associated objectives are increased
agricultural production and promotion of exports.
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The stabilization goai, which is the primary focus of ESF cash transfers,
is a primary means of promoting increased agricultural production and exports
in nontraditional crops. A market-determined exchange rate is the single mosi
important factor in promoting exports. Reduced inflation encourages savings
and long-term productive investment And rational pricing of food products,
which in turn promotes domestic production, is an important factor in reducing
public sector deficits. Thus, the ESF conditionality contributes directly to the
achievement of the AILD. Mission’s agricultural goals and has, in fact, been
included in the self-help targets of PL~480 programs since 1985. (See Annex B
of the PL-480 agreements covering 1985 and 1986.) Furthermore, the December
7', 1984 ESF agreement called for pricing the services of public enterprises at
current costs, and reducing the deficit of the price stabilization institute
{INESPRE). FY 1986 ESF conditionality went further in areas affecting
non-traditional agricultural production and exporis by calling for

The removal of the 5 percent exchange tax on non-traditional
exporis

A significant reduction of the 26 percent surcharge on traditional
exports

The development and publishing of objective procedures governing
restrictions on export products

Increased access o state sugar lands by private investors

A study on which to base national sugar policy and diversification

All of these five points have since been complied with. In 1986 the
GODR ieased 20,000 hectares of sugar lands to private investors. The GODR
has removed INESPRE from functions related to marketing rice and other basic
food commodities, 2nd has eliminated the consumer subsidy on rice.

AlID's project lending in the agricultural sector supports the principal
objectives of increased non-traditional production and exports by channeling
increased credits for this ivpe of production and for diversification of sugar
lands. Agricuitural sector projects also provide funds for matural resources
management, on-farm water management — with particular focus on local
organizations in both cases - and dairy development, and agriculture export



promotion These projects add to ALD’s ability to enler into effective
agricultural policy dialogue. That dislogue is further strengthened through
funding of an agriculiural policy research unit that has already made
consiructive recommendations on rice and milk marketing to the national
agricultural couneil

Private Manufacturing
Sector Program

The ALD. Mission’s objective of a strengthened private sector cuts
across both the agricultural and industrial sectors. The Mission thus far has
done more in the agricultural sector in terms of both investment of resources
and results, as described above.

The Mission's principe! programs and projects affecting the private
manufacluring sector at this time are the provision of some $530 millien
equivalent in export-oriented agri~business credit. infrastructure support for
free zone development. sirengthening of investment and export promotion
institutions. promotion of microenterprise development, promotion of a
debt~equity swaps program, and policy dislogue on regulatory and procedural
reforms. Free trade zone progress has been speciacular, particularly in the
sewing and re-export of texiiles. (‘ther manufacturing is expected to develop
in the free trade zones. In 1986 zlone, an estimated 12,000 new jobs were
created in the free trade zones. Progress has also been made in agri~business
and small industry and microenterprises, with an estimated 4,700 new jobs
created in 1986. Policy dislogue has led to the resolution of a dispute
between OPIC and the DR and the resumption of OPIC investment guarantee,
insurance, and loan programs in the country. The Investment Promotion
Council and the Joint Agricultural Consultative Committee have been
established to provide informational, promoticnal, and advisory services relating
to investment and export

As in the case of the objectives of increased nontraditional agricultural
production and exports, successful stabilization measures promoted by ESF cash
transfers are likely to be the single most significant set of actions promoting
increased private sector manufactures and exports over the long term. A
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realistic exchange rate, promotion of savings and investment through reduced
inflation, and reduced public sector demands on savings all are boons to
rational allocation of resources to private manufacturing

Two major areas of macroeconomic policy relative to increased private
sector manufacturing and exports have not yet been addressed: ocoverall tax
policy and tariff policy. An effective tax and tariff policy reform could orient
investment toward the most competitive products, eliminate distortionary and
wasteful subsidized import substitution, and still maintain an adequate base.
This theme is emphasized in the IBRD's January 21, 1987 report No. 5965-00,
The Dominican Republicc An Agenda for Reform. It may be possible for
USAID/DR to play a valuable role in this area with its ESF cash transfer and
iocal currency rescurces in coordination with and support of the IBRD. The
ALD Mission has 2 strong role with regard to large and increasing amounts
of local currency. Currently, very little of this local currency is going for
manufacturing. In the future, more might be channeled to manufzcturing
through an intermediate credit institution. such as FIDE, in support of tax and
tarif{ reform to promote competitive industry.

Energy Sector Program

Energy is a3 special issue in the DR because of increasingly severe power
shortages due largely to the inefficiency of the Dominican Electric Company
(CDE). The CDE provides inadequate and unreliable power while incurring
large financiai losses. Its financial losses are major contributors to the public
sector deficits. CDE’s principal current problems are neither lack of capacity
nor low rates, although improvements in both capacity and rate structure
doubtiess will be needed over time. The greatest problems are the results of
poor management of existing facilities in terms of maintenance, inventory
control, bill collection, avoidance of thelt, accounting, budgeting, and
operations control One of the results of CDE’s poor performance is the
costly installation of small private generators for individual businesses.

The seriousness of the energy problem is widely recognized. Many donors
stand ready to assisti however, there is no consensus on how bes! to assist
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ALD. has provided some emergency rehabilitation assistance for boilers
and generators, financing for a pilot energy project, and planning assistance.
ALD. has ziso lent floating power plants, while pressing both for improved
financial management, and for the development of a preventive maintenance
program. ALD. is also promoting the concept of privatization of at least part
of the electric power system, begianing with discrete commercial users such
as free zones and commercial centers. Westinghouse is exploring the
possibility of joining some Dominican investors in Santiago and in the northern
part of the country for private power development

Japan, Germany, and Italy are also interested in energy projects. Japan
signed an agreement to finance a $60 million hydroelectric project near La
Vega a year and a half ago, but the Dominican Congress has not approved the
project Germany has financed some sub-stations in the eastern part of the
country, 2nd is in a position to provide technical assistance. Italy is
considering offering financing for a thermal electric plant near Baraona, and
techniczl assistance in management, training, and collection procedures from
ENEN of Italy to CDE.

Meanwhile, the IBRD is nearing completion of a major project proposal
for management assistance and rehabilitation of the CDE’s activities in Santo
Domingo. The IBRD believes the major issues are management and
maintenance, not new capacity, and that when new capacity is needed, thermal,
not hydroelectric, power should be instailed.

CDE's problems relate to ESF conditionality and stabilization primarily
tarough the financial impact of CDE’s deficit, and the effect of CDE's
inefficiencies on production and competitiveness. Thus, improvement of CDE's
operations is of prime economic importance. It is necessary to assess
priorities and the appropriate roles of the foreign governments and
international agencies interesied in the power issue.
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Contribution of Cash Transfers
to Policy Reform Programs
and to Economic Development

It is clear from the discussion in the preceding chapters that the
allocation and disbursement of cash transfers under ESF programs have made a
oositive contribution to the adoption and impiementation of policy reform
programs in the DR. These policy reforms have covered stabilization policies.
including market-determined exchange rates, reduction of public sector deficits,
monetary restraint, and positive real interest rates: diversification and
privatization of sugar lands; liberalization of controls and restrictions on
exports; rural savings mobiiization; improvement in institutional and financial
performance of state enterprises, such as the CDE; and reduction of
consumption subsidies by limiting the role of INESPRE. In fact, it would be
safe to affirm that the GODR's pursuit of stabilization policies from mid-1984
1o mid-1986 and again towards the end of 1987 would not have been possible
without continuous USAID/DR support through policy dialegue and judicious
timing of disbursements of substantial cash transfers under ESF agreements.

The contribution of cash transfers to the economic development of the
DR has been substantial The more imporiant contribution has been indirect;
cash transfers have made possible the adoption and implementation of
stabilization policies and other policy reforms which, in turn, led to economic
recovery by removing or ameliorating the impediments to economic
development There is ample evidence from the experience of the DR and
other LDCs that economic growth suffers under conditions of persistently high
inflation and recurrent balance-of-payments crises, and that sustained
stabilization policies lead to accelerated growth after an initial pause or
contraction. The direct contribution of cash transfers has been through the
infusion of dollars, which augments Dominican purchasing pcwer over external
goods and services.

The validity of this proposition is shown by the fact that the growth in
real GDP (see Table 1) slowed down in 1982, mainly because of financial
imbalances and foreign exchange constraint. Real GDP made a temporary
recovery in 1983, largely reflecting greater foreign exchange availability as a
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result of the ESF, the EFF, and the commercial bank debt rescheduling The
slow growth during 1984-86 reflected the initial pause or contraction resulting
from the stabilization policies, aggravated by poor agricultural performance
under adverse weather conditions (particularly in 1985). Real GDP resumed
growth in 1987. More significant is the increase in agricultural exports from
$36 million in 1984 to an estimated 361 million in 1987; the increase in
industrial exports {mostly nontraditional) from $83 million in 1985 to an
estimated $136 million in 1987; and the increase in value added in
nontraditional agriculture of an estimated 4.6 percent in 19872

From the above discussion, it is clear that, while there was an
unavoidable social cost of adjustment policies during the transition period, the
resumption of economic growth on a sustainable basis as 2 resuit of cash
transfers has stimulated exports and agricultural production, and has promoted
equity by benefiting the rural, relatively poor, population, including women.
The resources provided by ESF hawve facilitated "adjustment with growth.”

For the sake of perspective, it is important to enter a2 caveat here, which
is related not to the usual stabilization versus growth dilemma, but to the
problem of the “high debt” countries such as the DR. In spite of the best
efforts of the US. government (foliowing the approach of the Baker Plan), the
IMFE, the IBRD, and the Paris Club, the "high debt” couniries have not
succeeded in attaining acceptable growth rates while maintaining contractual
debt service. Various innovative approaches to this problem are being studied
in the US. government, the US. Congress, IMF, IBRD, and academic
community. The crux of the problem, namely, the adverse effect of the debt
service burden on economic growth and sccial welfare in "high debt” countries,
remains unresolved. This is evident from the proceedings of an international
symposium on the subject, with the participation of ALD, the IBRD, and the
African Development Bank, held in Khartoum in March 1988

9. Data provided by USAID/DR/PRG/ECON.
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implementation and Management
of Cash Transfers

The following implementation and management issues related to cash
transfers merit consideration

ESF Program Monitoring

Monitoring of the ESF program falis into two broad aress:
stabilization/structural reform components of the policy dislogue and the local
currency program. Since the Mission sets quantifizble targets tor such things
as money supply growth, credit to the public sector, and fiscal deficits, and
these variables are published monthly by the BCRD, progress on these reforms
is fairly easy to gauge. USAID sets performance benchmarks for structural
reform: these benchmarks include the amount of CEA lands that must be
utilized for crops other than sugarcane, and the growth of nontraditional
exports. Monitoring performance in these areas is fairly straightforward. But
some areas of structural reform are more qualitative than qualitative, such as
improvement in tax administration or tariff reforms, and are more difficult to
monitor.

LC Program Monitoring

To enable USAID/DR to oversee effectively the large local currency
program that has deveioped over the past four years, two new entities have
been created 10 On the GODR side, a Local Currency Coordinating Unit has
been created within the Technical Secretariat of the Presidency (TSP). This
unit, under the guidance of the Technical Secretary, is charged with
monitoring the execution of the local currency program, reporting to the
USAID on program progress, and accounting for all local currency program
funds utilized. This unit is composed of three divisions — Projects,
Accounting and Audit, and Title I Sales — which have a total staff of 27

10. The description of the institutional structure for local currency program
monitoring is based largely on USAID/DR, FY 1988-89 Action Plan, March 1987.
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ir.sluding 20 professionals. Given the increasing number of projects financed
unde; the local currency program, additional audit per=onnel will soon be

required. These people, as is the case with the current siaif. il be hired
under contracts {inanced from local currency program procevus.

On the USAID side, 2 Local Currency Coordinating Division h. s been
created within the Capital Resources Development Office. This duwvision is
presently composed of three people and is charged with coordineting tocal
currency matters within USAID and between USAID and the Coordinating Unit
in TSP. More specific this division manages the local currency programming
process and the review of project profiles submitted by the GODR for USAID
approval and financing with local currency. This division works closely with
the USAID Technical Divisions to oversee the implementation of the local
currency program by undertaking site visits, and initiating audits and
evaluations of projects or activities as the need arises. Because of the size of
the program and the added responsibilities associated with the new Section 415
program, an additional, local hire, PSC local currency specizlist is being
recruited.

The GODR has identified a basic institutional structure for handling the
jocal currency proceeds under the Section 416 program. The Local Currency
Coordinating Unit within TSP wili administer this local currency much as it
now does for the ongoing Local Currency Program. It will manage the basic
programming process, review and process specific requests for uses of this
locsi currency, and insure accountability of funds. Once reviewed by the
TSP, the basic programming of local currency 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. Once
final approval has been given to project requests, the local currency will be
disbursed from 2 Specizl Account in the BCRD for project purposes.



Relationship Belween the level of
Disbursements of iocal Currencies
and Monetary Targetls

At cne point, local currency releases for agreed-upon projects were held
up by the GODR without consultation with ALD. because of IMF concern over
the monetary efiect of such releases. USAID apd Dominican authorities
subsequently agreed that this would not recur, and language conveying that
understanding was included in Amendment No. 1 of December 27, 1985 to the
Letter of Understanding of December 26, 1984. That lacguage reads 2s
follows:

The Covernment of the DR commits itself.not to agree with
third parties or reach any understanding that restricls the use
or dishursement of said local currency without prier
consultation with and written approval of the United States
Mission.

Delays in Counterpart
Deposits by the DR

Deilays in making counterpart deposits by the GODR (as specified in the
relevant agreements) have occurred for both ESF (see Table 33} and PL-480.
Delays for ESF are difficult to understand since ESF deposits require a simple
BCRD accounting operation. All but 19400,000 pescs in ESF local currency
counterpart deposits have new been made. The delays in the PL-480
counterpart deposits may occur for more understandable reasons such as
Dominican pricing of fiour for sale below cost. These delays have been taken
sericusly by USAID/DR and the issue has been raised with the GODR.

Slowness of Disbursement
by the DR

For bureaucratic reasons, the DR frequently delays disbursement of funds
released by the ALD. Mission. Efforts to improve procedures continue, but
these efforts have not yet yielded satisiactory results.

As one part of the effort to speed up disbursements, the ALD. Mission
has now begun o move some funds through 2 special private sector inactive
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account with the Banco de Reservas, instead of through FIDE. This, however,
creates a problem of monetary management, because the Banco de Reservas can
use the local currency deposits as reserves, thereby expanding its supply of
availabie credit

Manzgement Oversight of
Muitiple Channels and Projects

The AILD. Mission recognizes the need to limit projects, and a draft
internal order calls for a reduction of the number of individual projects funded
with local currency. The current intenticn is to use block assignment for
credit pregrams and allocation to the central government budget for
infrasturcture.

Accumuiation of Unreleased
tocal Currency

The ALD. Mission has done extremely well in programming virtually all
local currency as it becomes available and in releasing to Dominican authorities
about 75 percent of that which has been generated thus far (see Table 30).
The unreleased accumulation had become rather large by FY 19686 but it has
since been greatiy reduced, because there has been no new ESF disbursement
since 1986. As explained in the early part of this Chapter'under "Local
Currency,” the large amount of local currency expected to De generated by the
sale of Section 416 imports will not add to the accumulation, because it wilf be
quick-disbursing through credit programs. In fact, at this time, there is a
shortage of non-credit type of local currency for projects. For the sake of
precision, it may be stated that, while there is no problem of accumulation of . :
unreleased iocal currency at this time, there is a substantial accumulation of
programmed (released) but undisbursed local currency. o
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Division of Local Currency Uses
Between the Public Sector and
the Private Sector

The ALD. Mission does not have summary figures on amounts of local
currency that have been released to the public sector and amounts relessed to
the private sector, in part because of definitional issues. The Mission has, at
different times, endeavored io achieve either 60/40 or 50/50 splils between the
orivate sector and the public sector. The GODR has normally pressed for
larger percentages for the public sector, but has seemed willing to count local
currency channeied through the Agricuitural Bank, for instance, as public
sector currency, even though end recipients were private sector borrowers.
US. leverage on this issue is limited because most local currency generations
have been owned by the DR until the advent of Section 108 Nevertheless,
there are strong policy arguments behind the ALD. Mission’s approved strategy
to provide a higher percentage of local currency to the private sector. One
possibility in this regerd would be a new credit program through FIDE for
small and medium industry. Such a program might be associated with tariff
and tax reforms to increase competitiveness.



V. CONCLUSIONS AND RECOMMENDATIONS
Policy issues

The cash transfer program under the ESF is not the only, nor even the
principal, source of special balance-of-payments assistance to the DR Other
sources include US. agricultural commodity transfers, debt restructuring, IMF
standbys and EFFs, and Mexican and Venezuelan loans for 20 percent of the
value of petroleum shipmenis under the San Jose accord. The major advantage
of cash transfers, which outweighs the disadvantages, is that they can provide
immediate balance-of-payments assistance, if so desired, in support of policy
reform programs, and thus give the ALD. Missions important leverage in
negotiations to achieve policy reform. It is recommended that cash transfers
continue to be used in the context of policy reform, with appropriate
conditionality.

The priority given in the ESF program to stabilization efforts, and
particularly to the functioning of 2 market-determined exchange rate in an
exchange system free of restrictions, has been appropriate in the economic
conditions prevailing in the DR However, it is recommended that, as the
short-term stabilization policies firmly take hold, USAID/DR should consider
shifting the emphasis of future ESF programs (beyond FY 1989) towards
medium-term policies such 3s tax reform to stimulate export-oriented
production and investment, and tariff reform to liberalize the international
trade of the DR in order to promote efficiency in domestic production.
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The implementation of ESF conditionality by USAID/DR has been highly
successful, because of effective policy dialogue, good political judgment, and
judicious use of available instruments. This perfcrmance is remarkable, when
one considers that the policy reforms implemented were drastic and that there
were serious dissensions within the GODR and frequent changes in the
economic team during 1984-85.

The five elements that contributed to this success are size of the ESF,
terms of resource transfer, timing of disbursements, use of sanctions to
enforce Conditions Precedent and Covenants, and policy dialogue. USAID/DR
has made 2 deliberate and systematic effort to make a coordinated use of
these elements. For example, it has tailored the size of the ESF allocations to
the magnitude and severity of the GODR adjustnent effort, so as to cushion
the impact. It has provided the ESF on softer terms since 1984 because of
the difficult adjustment policies being iraplemented. USAID/DR has let the
timing of disbursements be determined by policy considerations, by making
faster disbursements to “lubricate” the GODR decision making for policy
reforms and slowing down or withholding disbursements in the event of policy
*drift” or inaction. It has used sanctions sparingly, so that the Dominican
authorities know that sanctions can be used but only as a last resort. Most
important, it has conducted 2 continuous and effective policy dialogue in order
to assist the GODR in pursuing sound macroeconomic policies, using an
appropriate combination of firmness of resolve 2ad understanding for the
problems encountered by the GODR in the implementation of these policies.

The key factors have been willingness to withhold cash transfers when
main conditions were not being met, willingness and ability to provide
immediate cash transfers in critical amounts and timely fashion in support of
stabilization measures, and effective policy dialogue. It is recommended that
USAID/DR continue its present approach to the implementation of ESF
conditionality. In this context, it is zlso recommended that a substantial ESF
allocation be programmed for FY 1988 and FY 1989 (to the extent permitted by
the US. budgetary constraints) to support the adjustment efforts that the
GODR resumed in November 1987.
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The US. cash transfer programs have had positive policy effects out of
proportion to their size, because of the strong tradition of US. involvement in
the DR, the prestige in which it is held there, and the Dominicen perception
of the influence that the United States can exert in other forums such as the
IMF and the Paris Club. Other reasons for the positive effects are the
continual contacts and policy dialogue between the ALD. Mission and the
Dominican authorities; and the excellent coordination of cash transfers with
commodity transfers with IMF programs in terms of conditionality. Contirued
use of the cash transfer mechanism with appropriate conditionality is
recommended for the time being particularly because the Dominicau authorities
stilf rely on policy dizlogue with the United States and look to the United
States for support. It must be pointed out, however, that Dominican
dependence on the United States is likely t¢ decline over time, with the
growing economic and political maturity of the DR

Given the compatibility among their objectives with respect to
stabilization policies in the DR, the close coordination between ALD. and the
IMF has proved effective, particularly since 1984. While AID and IMF have
developed their own conditionality independently of each other, their
conditionality hes been consistent and mutually supportive because of shared
objectives. Such coordination has taken the form of continuing consultation
and ESF disbursements timed to provide incentive for specific GODR policy
actions and to [zcilitate compliance with IMF standby ceilings. Friction
between ALD. and the IMF on the magnitude and timing of local currency
disbursements has generally been avoided. [t is recommended that, the
coordination between ALD. and the IMF be maintained as described above. [t
is further recommended that, in USAID/DR programming of local currency
disbursements, the impact on monetary aggregates be taken into account, in
addition to project requirements.

Although the IBRD has made broad-based recommendations regarding
development policies in the DR, it has played a rather passive role with
respect to the adoption and impiementation of structural adjustment policies.
It is recommended that ALD. explore with the IBRD and the GODR the
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possibility of establishing a consuitative group for the DR. of the type
organized by the IBRD in Colombia and several other countries, and in the
context of Caribbean regional association. It is further recommended that
USAID/DR poriray the advaantages of such an association in order to overcome
known GODR reluctance.

By way of collaboration with the IBRD, IDB, and bilateral official
lenders, USAID/DR provides of local currency counterpart funds for the
projects financed by them. It is recommended that USAID/DR continue this
practice.

Through its cash and commedity transfer programs, its local currency
programming, and its project assistance, AID has zlso promoted price
liberaiization for agricuitural products, availability of sugar lands for
alternative production, diversification of exports, and a greater role for the
private sector. There is considerable complementarity among projects funded
by ESF, PL 480 Title I, and Section 416. It is recommended that the
effective coordination among the various USAID/DR programs be continued and
that the complementarity of these programs be reinforced

The Dominican Electric Power Company (CDE) is the state enterprise with
major problems [Iis inefficiency adversely affects both public sector fiscal
balance, and manufacturing and service sector productivity. The Worid Bank,
the Inter-American Bank, the US. government, and the Japanese, Italian,

German, Mexican, and Venezuelan governments are 3ll interested in the
Dorminican energy problem. Each has a2 somewhat different approach. It is
recommended that USAID/DR take the lead in terms of conceptual and
programming coordination, since energy shortages have become the most
serious constraint on the economic development of the DR

ESF cash itransfers have made a positive contribution to the adoption and
implementation of policy reform programs in the DR These policy reforms -
have covered stabilization as well as structural adjustment policies. The
structural policy agenda includes diversification and privatization of sugar
lands; liberalization of controls and restrictions on exports; rural savings



mobilization; improvement in institutional and {inancial performance of state
enterprises, such as the CDE; and reduction of coasumption subsidies by
limiting the role of INESPRE. The contribution of cash transfers te the
economic development of the DR has been substantial—directly through the
infusion of foreign exchange and indirectly in the sense of removsl or
lessening of impediments to economic development through policy reforms.
While there was an unavoidable social cost of adjustment policies during the
transition period, the resumption of economic growth on a sustainable basis as
a resuit of cash transfers has stimulated exports and agricuitural production
and has promoted equity by benefiting the rural, relatively poor population,
including women

implementation and Management Issues

The cash transfer program in the DR has been well managed with a clear
sense of purpose, even though the local currency programs for which the
AlLD. Mission has either joint or sole programming responsibility are large and
diverse. A strong effort has been made by the ALD. Mission to manage them
well. It is recommended that the Mission should continue its efforts to
streamline the monitoring of projects and programs.

The monitoring of the ESF cash transfers in dollars has been relatively
simple because the stabilization and structural reform components contain
quantifiable targets. No change is recommended.

The local currency program has become very large and diverse and its
monitoring has proved to be difficult. It has necessitated the creation of
monitoring units within USAID/DR as weli as the GODR. The system is
working satisfactorily. No change is recommended, except to support
USAID/DR efforis 1o consolidate projects and programs for the sake of
administrative simplification.

USAID/DR has taken a serious view of delays in making counterpart
deposits (as specified in the relevant agreements) and raised the issue with the
GODR. No change is recommended.
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The slowness of disbursements by the GODR of funds released by
USAID/DR, because of burcaucratic problems and not for reascons of monetary
management, has interfered with the rhythm of project implementation. It is
recommended that USAID/DR continue its efiorts to reduce these delays.

It has proved difficult in practice for USAID/DR to fulfill its target of
53-40 aliocation between the private sector and the public sector, because of
sustained pressures from the GODR for larger percentages in favor of the
public sector. It is recommended that USAID/DR exert strong efforts to attain
the é0-40 ratio in favor of the private sector over a reasonable period.
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Table . Iominican Republic: Seliected Ecencmic and Tinancial Incicanors, 1280-88
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{iross Detlonal SAVIDCS 5.6 ir.g -7 15.9 3.2 p W 4 3.0 18.5 15 4
APeoprrant arooust Apfieit 10l 8,4 5.5 4.3 -4, 3 -5.1 234 =22 1.4
Externas puRiit ﬁam;ﬂ P PRt &2 8.3 6.1 $3.6 7.8 £2.4 &l.4 £1.2
12p percemt cof exnorts of coods §ad serricest
Tt SeTNICe R 1.9 2.8 4.3 .1 30.3 3.7 5.9 4.0
itn millios of TS, dellars?
ranges im oot fovelion dsEets
{iacTeass -} P 0.5 89,8 356.2 2.2, ~158.4 ~198.6 121,08 g -88.0
Capnge in ArTears idecrease =i -— - - 142,86 45.9 ~347.0 3,3 ~162.0 -
Gress officlal ressrves .
{wmnks of impertsl 8.8 B2 1.3 8.3 .2 16.4 5.9 1.0 1.5

Scuree: Lentral Bank of the Domimican Republie.

a. Based on cemposite exchange rate which reflects non-oil itransacrtions as used in the
rrformation Notice Systenm {end of rthe vear ratej. :

b, Barcking system.
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2. Debrt of all marurities f{including use of IMF credir, but excluding other reserve
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Table 2.

Dominican Republic: Origin of Gross pomestic Product, 1980-87

iMillions of Dominican pesos)

Prel, Eat.
1980 1961 1982 1943 1984 1205 1986 1987
I. At gurrent prices
GDP at market prices 6,630.1 1,266.9 7,981.3 8,574.8 10,1056 14,502,3 16,096.6  18,951.0
Primsry production 1,688,1 1,620.1 1,605.4 1,673.8 2,204.7 3,051.2 3,198.0 -
Trops 4574 1T S s {0938 et 11%0.6 -
Liventock 347.0 3529 410.5 §61.7 660.3 880.1 972.3 -
Forestry and fishing 42,0 5.0 49.4 50,0 1.5 102.3 1i5.9 -
Mining 351.7 210.6 193.5 185.2 451.2 624,80 609.2 -
Secondary productich 1,524.8 1,731,0 2,094.3 2,25%3.48 2,753.6 3,600.1 4,152.9 -
Hanufacloring 1,051 1,133, T,454.9 1,527.5 T:'Em 7,366 7, 730,8 .
Conatlruciion 479.4 37,1 5%2.0 640.0 715.0 #80.6 1,100.4 m
Electricity 6,0 66,8 2.4 1,5 189,0 74,9 3.7 -
Services 3,417.0 3,909.8 4,201,6 4,647.2 5,667.2 7,.650.9 8,74%,7 -
Eomﬂrl:ﬁ 1;0 . I,iﬁi.g i;;‘ﬁ-§ ﬁ - i,”ﬁ.ﬁ i,iﬁﬁ.g ’fm e
Transportstion and communications 362.1 408.5 4319.1 440.5 p%8.0 1,157.% 1,196.2 -
Finsncial services 237.68 846.8 RN 36%.8 2171.2 490,86 602.6 .-
Housling 96.1 681.2 691.5 760,5 701.3 282.1 1,090,7 -
Fublic administration 5%1.0 608, 0 663.3 04,2 1,105.9 1,546.2 1,675.0 --
Other 601.9 721.8 B9 237.1 1,006.9 1,418.7 1,%96,2 .
11, At censtant 1980 prices
(DR at market prices 6,630,7 6,892,1 7,015.6 7,292.3 7,219.3 1,185.1 7,228.0 7,401.5
Primary productien 1,688.1 1,790.6 1,734,3 1,861.9 1,885.6 1,815,2 1:124,1 -
TFops Hyrh eys Lo YR TOi50 “toni.1 0 -
Livestock M1.0 169.5 392.1 410.0 412.8 395.9 3194.% -
Forestry and {ishing 42,0 44.5 46.4 6.1 48.5 50,1 51.7 e
Mining 15,7 2. 64,6 351.6 381.3 81,0 338.1 -
gecondary production 1,524.08 1;951.7 1,568,0 1,619, 1,614.8 1,510.6 1,594, 4 -~
Rerotaotattig oI 'S8 Y0803 T, 1060 8 1:008.1 10918 --
Construction 4719.4 476.2 458.1 505.0 519.6 465.9 525,1 =
Rlectricity 10,0 32.7 9.6 0.8 34,6 16.4 11.8 -
Services 3,412.8 3,549.9 3; N33 3,801,2 3,818.8 3,829.,3 3,909.5% -
TommeTCe foos o, THEeE TB6S T 06.0 Ti08s Tio8T 3 .
Transportation and communicaiions 362.3 3al.3 401.4 407.9 403.8 393.1 £00.7 -
Financial services 21,8 247,2 8.2 268.5 80,2 asp.8 400.0 -
Housing 556.2 %%8.,2 553.1 500,7 599.5 595,72 602.2 e
Pub)ic adminigtration 551.8 591.2 614.1 6311.1 651,9 657.8 G46,6 -
Othey 6648.9 7.0 133.% 56,6 75,4 T47 .4 716,9 -

gource: Central Bank of the pominican Rebublic.



Table 3.

Dominican Republic: Gross DbmésticZExpénditdref”IQBOEB?

(In millions of_nominican pesbsf

Est.
1980 1981 1982 1983 1984 1985 1986 1987
I. AL currant prices
GDP at market prices 6,630.7 1,266.9 7,98i.3 8,574.8 10,705.6 14,502.3 16,096.6 18,951.0
Forelgn balance LY -5l -393.% ~335.0 ~187.0 -7571.3 ~309.3
Exports {1,313.1) {1,524,4) 1,141.8 1,241.48 1,362.6 4,100.7 4,068.8
Imports ("2;‘70‘7) "2,:23¢3’ ‘l.534g6 ‘1;580.8 ‘1.55666 '4'89800 -4143812
Consumption and investment 4
oxpenditures 7,4088.3 7,865,8 B,374.1 8,913.8 10,0892.6 15,299.6 16,465.9
Consurpt Ton 5f§3§.7 9% U 9] Gfoﬁfﬁ ST I: VR 17,3308 -~
Private {5,335.1 (5,466.2) 5,949.2 €,296.1 8,009.0 11,191.8 -
Public (504,01 {6908,0) 719, 4 831.0 868.9 1,139.1 1,274.6
Gross capital formallon 1,566.8 1,680.4 1,5%40.9 1,705.0 1,890.3 2,700.1 -
Private {1,221.6) {1,311.4} 1,2272.4 1,422.2 1,515.1 3,053.1 -
Publ ¢ (345.2) {319.0) 3.5 2082.8 . 375.2 647.0 561.7
Change in inventories 81.4 61.2 104.6 8i.7 124.4 168.6 -
IT. At constant 1980 orices
GOP at market prices 6,630.7 6,892.2 7,015.6 7,292.3 7,319.3 F,15%,1 7,228,0 1,401.5%
“LEyTe AR SWE I 1805 461 g

¥oreign balance
Exporis
Imporis

Consumpt.ion and investment

expenditures
Consuppt Ton
Privatle
Public
Grogs capital fermation
Private
Public
Change in inventorlen

13 . Yo *
(1,313.1) {1,368.8) i,178.1 1,225,8 1,298.1 1,305.5 1,326.,3
(‘2,170.1} ('2,“’21!’ “1,4?7'0 '1}‘7‘-2 "1,313;1 ‘l,ﬁSl.ﬁ -lp‘ggc?

7,486.13 7,515%.5 1,264.5 1,521.6 7,364.3 7,201,2 7 401.!
L L PHEE SmTE 60 EL500°-1 shmoty SRt

(5,335.7)  (5,228,3) 5,

Ll f ] L] r .
164.7 5,321.5 5.411.1 5,242.8 .
(504.0} {668,12) 674.9 700.3 508.4 556.6 566.8
1,566.8 1,570.4 1,334,3 1,436.9 1,279.9 1,319.4 .
(];321.65 {1;25515} 1.062-8 1,198.6 l|02509 1‘0b3|2 -
{345.2) {315.00 271.5 218.3 254.1 316.1 9.8
fl.0 58.6 20.6 68,9 44,2 B2.4 e

Source: Central Bank of

the Dominican Rebublic.



Table 4. Dominican Republic: Consumer Price Index

(May - 1876 - April 1877 = 100)

Weights 1960 1981 issz 1983 1984 1983 1986

1. End of period
Gereral index 108.0 143.0 is3.5 164.5 1773 244.5 306.7 330.2
Food, Severages, and

pLa)<v Le- e 5L.7 141.% I45.5 159.4 le5.7 i28.7 — ——
Housing 23.% 142.3 igge.8 i76.7 1e8.4 248.0 - -
Liothing, shoes, 404

LOCeSSOTIeS £.0 142.2 150.5 168.1 202.7 342.3 - -
Cther 18.4 149.4 i57.0 i6l.6 173.2 253.1 - -
II. Pericd average
General index 120.0 138.5 146.8 i58.0 16%.0 ©210.3 289.2 317.4
Tood, Deverages, and ot L YES

tobacco £1.7 139.7 140.3 151.4 161.2 196.6 - -
Housiog 23.9 127.8 156.0 170.7 184.7 224.5 ~ -
Clothing, shoes, and

ascesseries 6.0 133.9 144.9 158.8 181.7 266.8 — -—
Utheyr 18.4 139.8 153.8 159.8 166.4 2i2.2 - -—

a. Tor May 1987
. Central Bank of the Dominican Republilc.




Table 5. ODominican Republiic: Comsolidated Operaticns
of tha Public Secter
i#illions of Dominican Pesos)

i Ext.
Rl iy 1981 2 5 1584 1995 1686
1. etz Gosseoment
Current rerwras 0.4 5.3 %38 916.3 1.188.2 2,190 2788

Of vhich: coproligsted iransfess 6.8 — 3.8 Ped .3 5.7 -
Curvemt axpwdl TICe g7 i ITa.9 873.0 1,007.7 5,339 LA46.2

0f vhich: tooseildoted traosiecs 132.% P 1.5 131.9 187.9 &7 €9%.8
CurTest aTOUUDt SUIRiug o

1 L 1= 2813 i33.0 ~33.% 45.3 im.3 .3 186
Capitsl Twvsmoe 11.0 i6.8 1.4 B.5 18.2 5%.2 3.4
Capital sxpaditurs 335z.2 337 i8%.7 iRS.d 2719 456.5 835

Of whlck: ooaselidated transfers iz7.6 183.4 %.8 P9 167.8 i58.5 3476
Ovarall suipius o Gmfient (=) ~380. 7 “13&.2 =313.2 ~2148.3 =¥.1 -11%.3 =189, 5
" 166.7 1548 o IT6.E 7.3 i15.G 1495
% Tuets e ot 3 9% e iy T W/

Dowmrtic (%] 8.1 .7 i81.7 173.8 -3%.1 «350. 2 .5
7. Domipicen Soclsl Secutity Iostityte (DS
TurTest Sewemse ) 27,6 .5 1.3 35.0 61.4 $2.8 [~ M-

OFf wtich: ccasolifated treusfers ¢.5 an G.B - - Guk Tl
Durrant wxpenditoce L} -4 5.3 3.5 5.1 57.5 45.3 65.3
Survect soomgnt momius 4.4 .3 3.7 L3 1.8 3.1 ~3.1
Caplial Devetoe: — [ o- a3 0.1 e —

of whise: sonselideted trasatars - .7 e -— - -— —
Capital sxpenditucoe 3.5 1 ¢.8 1.7 e .3 1.3
Ovarsll sursing or deficit (-} D2 5.5 1.3 25 .2 “A.5 =.6
T8, Swecwttralized Sovernmest T LY ] -4
Currant Pwrecse £3.7 T3 75.6 FlekiRag ios.x 131.3 11%.5

L7 whiek: comsolitated TTANSISCS -, 5.9 313 §3.0 k5.3 054 > 33
furrect expesdiiure G52 55.9 e ani 112.9 1367 128.3

Of which: ooaselidsted transiers 1.4 Laad - L. 9.3 . — ——
Current accoutt swrylus or Seficit (- 4.5 Zi2.% 4.2 1.9 =%.5 8.5 &5
Capital revemue oy 8.7 7.2 5,8 5.1 IR A ure Z 13.2

Of whicnr seraoiidaied traosfers = .G & 4i.1 65.2 i3e.3 < 134.7 ~ 85.1
Capieal sapaTdituce 0.0 52.3 G4, i35.4 6.4 118.9 1x3.7

Of wiies: ounoliguted tranedfers .2 .2 — 13.7 1.6 0.6 1.6

Capotal Iommation 55.4 -5 5.3 2.l 78.0 07.8 91.5
Overell Torplus or fefiot (-3 =1%.8 =-25.1 2.5 «3t.4 30.% 18.7 2.1
IV. Local Govermaents 2
CurTent revenue A 361 1.8 0.0 7.1 95, % 10%.3 .-

Of woicn: copsolldatsd nrsnsfers 16.8 iz 7.8 9.3 €1.3 8.5 1.8 -
Current expenditure ar.: 33.2 9.3 47.5 73.5 2.5 9.3
Currest sccoust surpiug or deficit () 2.0 2.2 iz 223 45 2.9 &5
Capital revem 1.6 2.9 2. 3.1 5.9 16.4 _ 16.6.

Of whick: oCoomolidated wransfers 1.9 L.2 f.4 0.3 5.0 5.8 a3 0
Capitel sxpenditnre 5.2 1.1 3.3 5.8 4.7 15.% 5.5

Of whichs coonsclidated trazsfars i.% 1.8 1.3 .7 =% ] G.3 o fe2 y
Owerall murplus or geficat (=) 4.4 2.5 £.6 =0 .2 40 5.6
¥. Generyl Goseromect -

Cxrrent Tewemae $57.2 98,7 833.2 1,031.0 1,305.8 2,I32.7 2,413.9

0F which: conaolideted irassiecs 6.8 — il.8 0.2 0.5 6.7 R
Current e 792.2 42,5 245,73 %3.4 3.125.3 1,065.2 19855

Of whicn: conscildated trassiers 4.5 8.1 18.3 0.6 43.5 813.9 . 3385
curzwot sccwms surplus or Seficte (o) 165.9 #6:2 2331 §1.6 .8 3.5 ‘as
Capital revesus 6.5 2.3 .t ar.é 36.3 an.e 6.4
Cagital expesdizure 162.7 357.1 196.4 5.4 2461.7 2.2 669.5

0f waies: consolidated trassfers 160.8 6.3 4.l 4.5 22.3 i13.5 2271
Capital foruation 178.7 HS.2 198.9 1926 236.3 265.4 W34
Orarall suzplus or Asficit ie) -1z -178.9 -302.3 245 4.9 569 1884 .

[{ 8123 il




Table 5. {Continued}

Tat.
1980 ivek 19682 1983 Isas 1983 ‘1988
¥i. Polic Bterprises & .
CorTent Ievaa 7478 543.3 Wi 953.4 T N 1 15421 1,70
of which: coosolidniad trsnsfery 2.4 1.3 16.8 T.9 3.8 3.5 ki3
Crpsst sEpendituse 9i6.3 953.9 o ) 582.2 1.16%.3 L3046 1,848.7
P . 11dmoms trmead .8 — 5.7 Th 9.5 4.9 14.0
Corrmct scoount wiInioe or deficit (-} =587 ~1i9.5 ~7 4.0 -38.7 Bi.& 1.7 =7
Capital revesun ne 134.5 8.5 6.3 6.0 BI.Z . i54.8 w62
Of which: oousolideted trassfary = 1348.5 | 8.3 8.0 5 53.4 13%.6 .3
Capival sxpwmedtiurs i71.5 0.2 161.3 158.8 ar.s Ly r 8.4
Of which: ocosolidatsd tranufers - - 162 It.7 id.3 R - -]
Capital frmatiod i%3.5 137.% il%.6 9.2 84,9 1T 158.3
Owverall deficit ~206.7 -280.3 -159.2 ~15%.3 =75,3 ~378.6 ~200.9
VII. CoosoliSstad Pumiis Sector )
Sarrwt. s e 988.7 833.3 1,831.0 13873 33744 3,Q1.9
Correst spendituty 260.5 253.2 MO 998.1 1,1i5.3 L, 7TI9.8 1.135.8
Lurpaot sovount mrpius ot deficit {e) 9.3 335 2107.7 33.3 3519 M8 Ims
Capital reveme 6.3 235 .4 . Py . ey
Capital expeaoditise 500.7 4268 309.9 431.5 £37.3 795.3 : 9.7
Of whish: capital formaties 332.2 ITL.S 313.5 282.8 17%.2 " 6470 L%
Overall sarpiny or dsfieir =) =-377.9 =416.3 ~33%.2 -3538. % =120.2 «103.1 -8s3.3 -
Brisectified oig:i =321 - - - - e
Peymect (=) or scemplation of arTescs _— - et = - =369.4 L4 733 <
Fesifual surplus or deficit (=) of the . S :
w.’%@ Polic pecior g7 . - -— =138.6 .z ~i%s.1 =220.5 ) i37.9
Oversil jug or deficis - : : .
Wﬁ——"—' -~ - =537.8 ~432.7 “414.3 =593.0 - 1.4
Fizapetng & 197.9 4484 7.0 4327 s1e.3 30 e
Foreign tet) ¥, ' 297.3 108.6 1744 7.8 3.9 1,066.6 T AN
Dosastic (oat) < 100.0 142.8 2634 281.8 177 4486 © 196.4

INVT Dosdis ) - 73.3 =-35.2 By -2t o =hd

2. Iociudes Dxpors Premotion Center (CIDOPEX); Pogpulatios aod Family counetl: Sotel Progotica azd Tourist Tiade Development:: (CORDE)r Rad Croms;
Ciyrl Defense: Netiocal Buresu of PRTXS; AgTarisl Instiiule; Sugar Iostituze: Meifare and Housing Institote: Bousing Imstitule: Southwast Development
Inpritute: Uater Resources Instituter Commmity Oevelopsest Cffice; Boranical Gavdec: Maticsa! Zoor Roval Houses Mupeus: Majaria Ermsdicstion Service:
Scoaristendency of Bankx; “Superidtasdency of Insyrasce:; tbe Corporaticss of Hatille, Sabass Yequa, Rincon 4nd Sabaseta; asd the Insctiute of Welface
aoe HOusARG, I iaciudes the Agriculicre Davelop Pumst (FEDA) atoce 1984 and tte Northeast Sevaiopment Instirute since 1983, P ;

n.  Foreig: Yizanced capital tracsfers recorded i e cantral SEVerDmant ActUCts and fejorted DY the entarprised 45d agenciys 33 direct formiug.
DOTTOWLIDG e Teclassified 1D LDE acToUIIE of tre foraes 43 TTEosfers from Govertmect and excluded from foraign fizascise o aveld double counting in
the CoR3OlifATeC ACCOUDLE. . ; : : :

. tmciufeg the lecal gOVermDMOCs and the MoRiciDal lsequs. : :

&, Inclutes Port ANTDORIIYS AgTicuitural Sank; Alrport Commissio; Horkeot Savimgs Bank: State Sugar Csvact? (CFRY: Witer and Sewacige
commzasicn for Sento Demirgo: Mater asd Sewerage Comeizsion for Santiage; locperative Develcoment 4nd Credis Institute; Dewinican flectricily |
Corgoratiod [CDEI; Intustrial Sevelopaant Corpetmiion; Price Stabilizacicn Institute {INFSPRE}: Natiocal Wa.er Isavituse {(INAPA); Cottos I[oseinuter
anc Domipicss Radic and Television: the Corporatice of State enterprisas and the Naticoal Latters, . : -

e, fncludes maymests of foreign intaresi arvesIs Dy RDSI5Y.4 smiliisc. :

£, Taclutes Set incTecse Of foreign IDTEIMST ATTeArs of ADSIAZ.3 miliicc L CepKYIMSLE of domecfic arTeacs by R0%569.6 L06.

g. . Iasludes statisticel 41 ancies. e : )

2, Incluges the eatiye wonfinencial oublic sector. Therefore, In additicn o rhe AUCoDOmcGS &RE decentralized estities lisced io this tadle and
1n foatnotes 3, 3, aod 4, the financing itcludes che CCEDE's affiTistes iz whichk the Governmeot is 2 sajority sbarbwldsr, the Resarte Mining Coapany,
2nt the D11 Refinery. Tom Central Bask, the Seserve Bank, and the Natiscal Housing EBank are copsidared fimancisl public secter.

1. :mmmwpfmammmwasmwmmmmc axcwpt. for 1966 whan Lt vas taken from the SCF
officin) capital flows, It includes 3.5. capital grants iz 1986 and 1965 and arrears of debt services Lo 1584 . : T

s Inciudes Devides the net comdit fros the Denking S7stem, daposits with withdrawals of countarpart funds of 7.5. grants in the Ceotral Bank. -
:tc:lmvmﬁmfmmmmummmitrmtumﬂnmzm. . . L b

Seuroes: . Naticzal Busget Office; Ceotral Bank of the Dominicas Republic.




Table §. Dominican Republiz: Operaticns of the Central Government

{Millions of Dominican pesos)

- :
1980 img 1962 i983 1984 i3 598 %7 148
Total rereces 1.8 2.5 TI5.4 34,9 12700, 4 2,718.4 3882 1,873 1900 |
Sorregt Tevonme .3 8.3 743.0 95,3 1,196.2 2,197.2 31,2748 1,8%8.0 4,145.0, B
Tupsy o0 incnme and prefits (2.1 13962} inl.e i99.8 3.0 L7 420.0 - e
Turgs on DITORILY §7.5) 7.0 2.7 9.6 13.0 it.i .7 -— —
Taxes =& goofs g services (297.81 1286, &) Frel ] 330.4 £37.6 L6 e85 — -—
Tavws oo istexpatiooal trade 1295.9) {3709} - 239.6 355 1,088.1 e -— -
Other taxes 13.%) 1397 i2.1 15.3 8.7 .2 358 -~ : -
BCRLaN DEveGe 164.4 178.3 23,7 133.8 wi. 4 995 1283 9.0 P X R
1tel revesoe b .8 10.8 5.6 i8.2 se. ii.s 6.8 %07
Total spenciture 3,515 1,000.9 9686 1,139.3 1,381.6 2,37.4 247$.7 2,.709.8 3,754.8
Curowat 7197 T2 8.9 gn.c 30077 1,913.% i o 1. 16,1 1££
- > 3 am : = =
Coods 4ol BeTYices 111.7 138.7 i 63,9 193.3 m® 3 - -
1705 186.7 187.4 195 265.3 8.7 TR - -
To smet of gmblic sester 12310,5} 99,2 9.9 Iii.9 is7.% ™1 WwL.8 - -
To private {557 166.%) 8.3 .2 0.2 118.2 is%.6 — -—
Aorowd 11,8% .o o.6 1.4 i 1.5, [ ¥} - —
IBtarest DayWmasts 5.8 5.3 8.3 [~ “.3 13%.2 19%.1 - -~
e 6.7 i 3.3 is .0 0.0 0.0 - -
stal Sutw 132.8 1347 189.7 368.3 73.3 £56.3 $39.8 1, 463.5% 1,889.0
Eumm EM%E . " o o " Y . s T:%:E
Capital tratsfers to
Dert of Pudlic sector 197.3 362.9 5.6 ie.1 147.% 585 IAT-6 878 .0
Other .4 2.3 l.4 231.8 i i3 7.8 1.8 Tl
Lurrent aooonant Lus R
‘—‘W‘!ﬂ"m. % = 2611 153.0 ~33.9 45,3 178.3 283.3 8.8 1,57.% 2,399.2
Ovezull deficit ~160.7 ~t26.9 1133 v2146.3 2.2 138,90 ~340.3 0.6 482 ]
Pivaseing 180.7 154.9 13.0 8.3 713 138.¢ . 908 - ~43%.3
Txterzal £ Towt) 117.6 &3.3 5.3 X 1013 £0%.3 9.0 1333 288.3 |
Commarcial borfowing — -_— .0 8.2 Q.0 2.0 N - ot
Project borrowiny -_ -— 9.0 7.3 130.% 48,7 iz - -
T.5. Goverasent capital grancs 0.8 g.0 0.0 0.6 0.9 350.3 0.0 -— -
Tararzal St Areats - - At - w— — 4.1 — : -
Amortizarion -20.5 -15.% a1 55,7 «39.6 560 «168.5 38,7 ~H5.8
Domtstic Simamcine {met} 43,3 4.7 1617 173.3 =341 ~265.2 1412 «243.3 - - X
e e e w5 .~ B > I wE &y === ==
Beserve Bank 2.7 13.9 ¢.3 6.2 2.2 0.0 .0 L i -
PLirate COPBRITLIRI DanKS (oet) 1.8 o5 o5 [+ - 3.0 .0 2.9 - -
Uit of faposits from T.3. -
Gramts (=} incTesse 2.0 o0 .0 8.C -55.0 ~182.9 187.6 A,
oTher ~53.0 ~37.9 -13.8 2.0 4.2 -50.8 =105 e

a. Zocludes ROSI0.0 eillice deawn on Foodo de Comtrapartide apd Parts Clpd Secosils im tha Ceptral BAOK 0 Ay iDTETESt S0 Faris £k méiscor:.-_ )
These depoaits are ot clissified as a colponens of the CentrEl Sank cTedit to the SOVRrtEent. . _
5. Isciudes ROSIT.2 sillice of peysest of the electIicitT B1il of the jublic sector claasified 2z wransfer to OOE iz :ncﬂm:: oo the Exacutior |

£ Badget. . o : ‘
ccfmxxlmmmmmmmmmmmotmmmsu-:.zz:.mmm“mt-um{mm-mmmm;im_,
FOS69.5 e5llicon pald through the exchanoe mrcharge. : .

-1 mmmummmmmmm.

- MnmlfmmemMMummm%. . . : :
£, lncindes: 1sl.mmm1wmmmzsermwmxmm:mdmpmammm:m_mmngm )
mwmwmmzm; [$3 5 nmmnuma:m!mmzuuaimmlymmmm-
oim;nmtammoitbopzu:nﬂaofmmmmmmmmnuofnm;-:ms.mmsm(miq
mmmm;mmmgumﬁmmmwmmum. Alse includes the procesds of the exchange mrcharges of 2

mmz;:mmmsmﬁmmmzmmmmm:muummmmmzm.

Sozroes mwa&mmmuumxaimmmzm.

o



Table 7. FPinancial Operations of the Agricultural =

Bank of the Dominicat aepublie; 1980 « 1987

{10 Dowlnican Pesos)

Est.

Budget

1980 1981 1902 1983 _1984_ 1985 1986 1987
Current lncome 19,246,967 20,714,176 22,&35.901 16,644,756 19,564,197 26,460,189 30,040,350 50,119;736
Income from Operations 15,080,028 16,961,052 18,591,917 18,644,756 19,546,197 26,445,189 30,030,350 30,119,736
Sale of Goods and Services 5,424 6,000 4,760 o - - - -
Interest 12,916,308 15,038,816 16,842,510 16,768,252 16,823,588 20,298,174 21,042,760 21,824,759
Commissions -n - e - - - 5,152,830 5,713,112
Rent 17,900 19,050 13,830 12,060 - 25,400 7,990 120,465 9,03%
Fees & Dividends 1,503,502 1,218,708 1,368,847 1,548,940 2,292,681 5,502,621 1,535,371 12,027
Other 636,494 677,618 361,970 315,504 404,528 636,404 2,178,925 2,560,183
Current Transfers 4,166,939 3,753,114 2,739,202 0. 0 0 10,000 0
From the Cenlral Government 3,955,211 3,514,225 1,738,282 0 0 0 10,000 0
From Non=financlial Decen~
tralired snd Autonomous
Institutiona 211,728 238,899 0 o o 0 0 0
Other Transfers &
Current Incowre 0 0 105,703 0 18,000 15,000 0 ¢
Capital Income 153,025,611 144,207,169 138,741,128 160,511,297 150,846,586 206,408,231 197,939,800 220,410,000
Cepital Tocome (rom Operaticns 95,705,645 90,633,050 93,053,610 116,275,496 112,569,215 154,439,867 179,644,065 182,500,000
Deht Recovery 95,698,224 90,621,730 93,015,456 116,275,496 112,589,235 154,439,867 179,644,065 182,500,000
Sale of Fixed and Financlal ‘
Assaets 7,421 11,320 38,154 0 O ¢ 0 ¢
Capital Transfers from the a
Central Governpent 630,140 9,461,167 15,330,740 4,400,000 4,000,000 1,480,408 250,000 12,850,000
From Public Non-fipancial
Enterprises 0 0 L] 0 0 o 0 60,000
Foreign Loans 20,844,200 15,157,449 1,680,445 17,567,014 24,709,789 37,742,58b 18,045,735 0
In Cash 20,844,200 15,257,449 1,660,445 17,367,014 24,709,789 37,657,230 18,045,735 .
In machinery & Eguipment 0 0 0 0 0 85,350 0 0
Other Capital 35,837,626 28,935,503 27,076,333 22,468,747 2,547,582 12,745,376 0 25,000,000
Domestic loana 22,859,105 22,841,997 20,935,642 30,433,707 2,547,582 12,745,176 o 15,000,000
Third-Party Funds 12,978,521 2,470,043 10,281 35,000 0 G 0 ()
Other 0 3,623,461 6,670,410 2,200,000 0 0 o 10,000,000
Caszh on LKand and at Banks 8,601,406 9,365,287 7,160,837 9,203,000 16,383,090 ¢ 9,400,788° 10,155,61% 10,030,205
TOTAL 180,073,904 174,366,632 167,937,867 186,439,003 186,793,873 242,769,208 238,135,765 260,559,941

a. Includes }iD§130,408 recoived from other sources, In addition to those assigned by the Hationzl Budget Office.
be Includes RD§4,450,715 received [row other sources, In addition to those asaigned by the Natiowal Budget Office.
. Thuse balances vera taken from the filnancial statesents of the lestitution,

Source:

National Budget Office of the Dominican Republic,



able 7 {Continued)

Bﬁdget

_ - _ T o Est,
1960 1981 1983 1983 1984 1985 1986 1987
Current Expendilures 20,955,192 20,076,482 20,_126,02§ 18,633,842 23,300,0'0'4' 22,964,303 27,208,106 27,678,895
Operating Expenses 16,758,157 11,559,188 12,561,195 11,366,188 13,606,417 19,290,313 21,790,475 20,973,628
Wages and Salarles 9,987,607 1,595,703 7,678,596 1,322,011 8,446,766 10,882,785 14,979,232 14,982,229
Olhor Bervices 4,018,412 2,974,067 3,863,120 3,i73,828 4,020,849 6,899,556 5,445,365 4,667,639
Materials and Supplies 2,752,117 908,618 1,019,329 570,349 1,136,803 1,507,912 1,365,878 1,323,760
Corrvent Translers 927,640 4,678,622 3,600,156 985,906 1,200,187 1,811,820 3,005,040 . 3,995,838
To Becentrallzed and Autonomcus
Non={inancisl Institutions 145,861 3,797,820 2,695,044 0 116,969 119,539 90,000 0
Ty the Private Sector Direct :
Transfers to Individunlsz 18y, 779 B0, 002 904,312 985,906 1,083,218 1,692,331 2,915,040 31,996,828
Interest on Debt and on Deferred
Payment of Expenses 3,269,395 3,838,672 3,964,577 6,201, 48 8,493,400 1,862,120 4,412,591 2,708,439
Interest on Domestic Loans 2,991,805 3,663,314 3,765,016 6,138,965 0,351,235 1,750,759 2,316,246 2,628,208
Interest on Forelgn Loana 277,510 175,358 155,961 135,924 115,952 110,685 96,345 80,152
Doferred Payment of Expenses 0 0 42,000 6,859 16,213 676 0 a
Administrative Debt o 0 0 o G 0 0 c
Capilal Expenditures 150,553,505 147,129,313 126,665,327 153,620,779 154,945,375 209,149,290 200,897,454 225,977,206
heal Investment 691,974 133,926 3i5,50% 139,347 761,069 1,261,152 3,274,200 6,000,000
Machinery snd New Equipment 533,951 125,009 2G,160 143,609 457,862 704,921 854,000 0
Conatruction 159,023 ’,917 135,345 85,738 304,207 557,3)1 2,420,200 1,000,000
Agricultural Plantations g 0 0 Q 1] o 0 5,006,000
Capila) Transfora To Decentialized
& Avtonompus Non~financial
Ingtitutlons 5,445,359 15,410,634 12,624,924 0 0 0 ] 0
Armerblizalion of Loans 2,077,736 7,710,856 15,437,990 11,662,072 4,085,157 8,123,219 7,184,694 18,223,066
Domest ic 8,207,010 6,840,180 14,567,234 21,052,195 3,474,401 7,512,543 6,574,018 17,612,390
Foreign 870,76 070,676 870,676 610,677 610,676 610,676 610,676 610,676
Other Financisl lnveslments 135,337,436 123,873,897 108,286,988 131,710,560 150,098,149 199,763,819 190,438,560 201,754,140
loang 135,337,436 133,073,097 108,286,988 131,718,560 150,098,149 195,425,115 190,438,560 196,000,000
Other Invesimenis 0 0 0 0 0 3,338,704 0 754,140
Purchose of Securities 0 0 ] 0 0 0 ] 5,000,000
TOTAL 174,500,697 167,205,723 156,791,355 172,254,621 170,245,379 232,113,593 228,105,560 253,656,101
ource: NKational Budget Office of the Dominican Republle,

e
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Table 8.  Financial Operations of the Dominican
Blectric Cotporation, 1980 « 1987 :

{1n Dowinican Pesos)

Est.

. Budget
1980 1981 1982 1983 1984 1985 1986 1967
Current Income 157,256,208 172,819,207 212,956,971 263,386,605 183,043,596 623,376,337 485,647,900 647,068,000

Invome from Operations 132,541,139 169,465,146 198,803,204 257,373,258 275,292,262 363,537,091 425,000,000 627,068,000
Sale of Goods and Services 123,402,860 163,551,737 193,552,595 252,301,154 268,438,331 363,537,091 425,000,000 627,068,000
Other 3/138/279 5,915,409 5,750,600 5,072,004  6,853,93) T T e T e

Current Transfers From
the Central Government 11,177,869 0 o 0 G 242,109,246 b 45,647,904 o

Other Transfors &

Current. Income 13,537,180 3,350,136 14,183,767 6,013,347 7,751,334 17,730,000 15,000,000 20,000,000
Third-Party Funds 3,470,498 3,073,785 3,369,809 3,505,465 5,003,407 10,932,929 8,000,000 10,000,000
Other 10,066, 62 N 151 2007830958 2,427,881 2,747,927 6,791,071 7,000,000 10,000,000

Copital Income 142,265,967 113,214,930 103,801,874 65,647,717 35,396,501 221,631,676 102,713,614 96,149,100

Capitnl Tranpfers From
Lhe Cenlral Government 57,201,267 12,324,401 7,665,334 13,081,667 5,531,026 23,792,672 0 130,950,000

Foreign Loans (1,862,260 45,028,895 62,238,247 36,206,050 14,993,151 186,459,330 52,653,614 53,080,000
In Cssh 26,242,714 10,069,148 2,554,746 13,558,437 11,209,886 186,459,338 52,653,614
In Nachinery and Pquipnent 0 30'9120097 59,683,501 24,647,613 3,763,265 0O /614 53,080,000
olher 15,599,546 5,787,650 0 0 0 0 o o

other Capltal 03,312,040 54,001,634 33,898,293 14,400,000 14,672,325 11,379,466 50,060,000 12,119,100
ponations of Capital in ’
poestic | 4,500,000 o a7 29,277 %9 14,400,000 14,822,320 S : 2

mestic loans + 500, 50,801, ' 000 7,363,333 50,060
Other 36,812,440 0 ‘46038 o0 o Aanny Soneosed 12N
Cash on Hand snd at Banks 2,909,626 10,301,639 4,301,061 * 6,742,643 9,609,375 8,619,357 13,534,877 1,195,457
TOTAL 307,531,891 296,335,851 331,050,906 335,776,965 320,129,473 B53,627,370 589,896,395 744,412,557

a. Thia balance is adjusted o ag
b. Includes RDS219,746,155 net received
c. Includes RDS143,656,60% received from
Not included aa part of current Lra
varicus publle firmsy 1L 1a included in the

NOTE

thiough the Nat}
olher sources,
nafers 1a ASS)

Sowice! National Budget Offcie of the Dominican Republic,

rea with the figures contalned tp CDE's Decepbor 31, 1901 financial statemenis.
onal Budget Ofijce, '
in addition ta those assigned by the National Budget Office.

,624,000 paid by the central government to (DE for ener
“Sale of goods and services® itom, nergy use on belalf of

(Continued)




Table 8, (Continued) _
Est, fudget
1980 1961 1982 1983 1964 1985 1986 1987
Current Expenditures 206,213,294 218,480,235 230,719,778 261,672,200 212,717,567 543,301,439 413,338,618 440,352,600
Operating Expunses 176,737,312 189,509,510 205,746,510 229,035,851 262,478,051 524,281,754 397,842,904 421,802,600
Wages and Salarles 30,336,852 36,316,271 41,099,315 40,413,477 45,928,637 50,793,581 56,200,000 5%,747,600
Other Services 11,991,527 20,735,671 14,239,670 13,824,576 25,564,859 37,236,415 33,475,587 10,045,500
MaLerinls and Supplies 134,408,933 132,457,560 150,407,535 174,797,798 190,984,555 436,251,757 308,167,317 344,009,500
Current Transfern 6,699,130 1,200,954 1,868,712 4,435,502 1,192,761 1,681,537 1,495,714 1,550,000
To Huniclpalities 6,077,099 1,641,107 0 0 0 0 0 0
To the Private Beclorx 621,544 557,612 1,865,230 4,435,502 1,192,501 1,681,287 1,495,287 1,550,000
Subzidies 0 /] 1,865,230 20,962 19,6801 11,510 0 0
Divect Trausfers to Individuals 621,544 557,612 L) 4,414,540 1,152,700 1,669,777 1,495,714 2,550,000
Overseos 495 2,235 3,4m2 0 60 50 0 0
Intereat on Debt and on Deferred
Payment of Expenses 22,776,844 26,769,771 23,104,556 18,100,851 9,046,755 17,338,148 14,000,000 16,600,000
Interest on Domenstic Loans 2,187,017 5,354,181  11,877,08% 10,929,139 3,253,761 10,695,415 5,000,000 5 000, 000
Interest on Foreign Loans 8,184,160 18,094,207 7,975,336 13,929,642 2,398,606 3,072,006 %,00Q,000 5,000,000
Commiasions to Dowestic Institutions §57,540 15,536 0 O 3,379,211 3,310,737 0 o
Commissions to Foreign Institutions o 97,500 1,008,938 489,198 4] 0 4,000,000 6,000,000
Deferred Payment of Expenses 10,948,067 3,208,339 2,163,197 3,782,862 15,117 0 0 U]
Capital Expendiiures B6,016,958 75,040,560 93,597,485 04,415,306 46,792,549 311,860,808 175,367,320 304,059,957
Rea) investmeni 79,830,363 60,408,423 83,490,876 52,471,662 35,791,541 270,675,526 132,983,997 293,059,957
Hachinery and New BEquipment 49,427,437 31,193,112 54,410,032 29,583,790 19,456,040 205,544,839 101,097,624 183,059,957
Construction 30,402,926  29,215,3k1  19,080,84) 23,187,812 17,335,501 ¢ 31,866,363 10¢,000,000
Agricuitural Plantations 0 0 0 0 0 190,926 0 ¢
Expensea Related to Donated Equipment 0 0 0 0 0 64,939,763 Q 0
Acquistion of Fixed Asseis 395,904 8%,713 136,868 0 53,202 155,687 103,937 0
Land 358,426 85,713 126,868 0 34,245 167,387 0 0
fuildings & Bxiating Works 37,478 0 0 Q 18,987 88,500 103,937 0
Capital Transfers To Public
Non-[inancial Enterprines 0 )] 0 L} 0 10000 27,386 0
Amortiration of Loana 5,787,927 14,400,446 9,972,100 10,942,038 9,800,021  39,022,.° 40,000,000 20,000,000
Pomesiic 2,791,161 10,497,999 7,074,000 7,521,000 8,119,323 23,35, 35,000,000 10,000,000
Foreign 2,996, 1iH 3,990,537 2,896,700 3,421,039 1,680,698 17,667,409 5,000,000 10,000,000
other Financla) Invasiments 2,764 57,962 1,041 601,686 1,147,755 1,877,262 2,000,000 1,000,000
Loans 2,764 57,92 7,041 85,692 223,041 676,117 500,000 500,000
Other 9 0 0 515,994 923,914 1,201,085 1,500,000 5C0,000
TOTAL 792,230,252 193,520,799 324,312,263 316,087,590 319,510,116 855,162,247 568,700,938 744,413,557

Bource: Natlonal Budget Offcle of the Dominican Republie.



Table 9. Financisl Operations of the Dominican o e
Corporation of State Enterprises, 1980 -~ 1907 ' _ . e

™
{1n Dominlcan Pesos) '
_ Eat. Budget
1980 1981 1902 1983 1964 1985 1986 1987
Current lncome 3,040,620 4,764,721 11,167,048 3,951,869 18,370,003 ;g,s;o,soa 5,910,489 6,816,027

Incomn from Operations 2,990,620 4,310,649 3,118,473 2,975,169 16,811,303 4,191,473 4,415,356 5,682,027
Sale of Goods and Services 292,391 493,630 412,547 757,960 1,209,615 976,227 1,151,835 1,590,060
Inlerest 52,135 86,979 1,146,462 17,4711 305,926 5,541 - Q 0
Rent 10,700 4,015 8,190 13,069 9.29& 16,471 8,765 10,000
Fees & Dividends 1,525,119 3,534,540 2,119,578 2,155,906 15,166,677 3,092,795 3,044,400 3,991,967
Other 109,675 231,485 31,596 31,657 129,609 100,439 110,208 ¢

Current Tranefers from the b

Contral Government 50,000 424,074 300,000 0 0 10,018,730 0 0

Other Tronsfors &

Current Incows 1] 0 1,148,575 476,100 1,540,800 3,630,300 1,545,133 1,134,000
Forelgn Donntions 0 0 )] o 0 215,000 0 0
Third Party Funds 0 0 7,148,575 976,100 1,548,800 3,285,300 1,515,133 1,134,000
Other ¢] 1] 0 o [ 110,000 0 ]

Capital 12,175,510 7,485,789 10,817,344 11,543,497 47,492,505 13,183,493 1,629,747 6,99) ,786

Capital Income 3,038,800 4,339,030 8,716,344 i,566,812 2,373,487 4,100,261 6,999,597 6,991,788
loan Retcovery 3,022,432 4,339,030 8,226,344 1,511,062 1,373,407 4,100,261 6,999,597 6,991,786
Other 16,376 0 L8] 55,750 0 1] 0 9

Capital Transfers from the c

Central Government 5.150,625 0 2,500,000 0 11,355,300 0 0 0

Other Cepital 3,986,077 3,146,759 91,000 10,976,665 33,763,718 92,083,202 630,150 0
ponations of Caplital in
Cazgh 0 L 91,600 10,976,685 15,000 ) L 0 4]
{iomeatic Loans 3,986,077 3,146,759 0 0 Q a 0 0 Q
Third-Party Funds 0 0 Q 0 33,748,718 9,083,232 630,150 0

Cash on Hand and at Banks Bae, 94 160,647 352,579 1,293,802 1,300,390 3,718,646° 6,202,128 3,163,339
TUTAL 16,043,084 12,411,159 12,336,971 17,789,240 67,162,898 35,542,642 21,762,364 16,971,152

a. Includes past due dividends that vere capitalized.

b, Includes #D3458,819 paid by the ceotral government te CDE for energy wse.

c. Corresponda to donation made by the government Lo CORDE of CDA stoeck certificates to capltalize tts debt with the state.
d. Corresponda to funds of the varicus flrms for acquiring currenrcy used for the purchase of imported inputs.

e. Thin balance was taken from the financial stalenenls of CORDE.

Sourcer Natlonal Budget Offtce of the Dominican Republlc,
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Table 9, (Continued)
Est. Budget
1980 1981 1982 1983 1984 1985 1986 1987
Current Expenditures 2,908,073 2,419,390 3,554,022 3,102,586 3,740,158 4,860,417 6,237,043 4,501,059

Operating Expenses 2,548,018 2,079,723 1,210,340 2,154,238 3,132,785 4,020,250 4,056,282 4,100,402
Wages and Salaries 1,979,153 1,762,757 1,692,938 1,633,119 1,739,642 2,303,631 2,694,589 3,014,273
Othur Services 366,968 101,49 343,522 314,859 1,083,567 1,278,017 882,408 844,749
Materials and Supplies 201,897 135,41 183,880 207,161 309,176 438,601 479,285 341,380

Current Trangfers 161,462 45,467 51,727 166,853 73,663 375,664 733,874 04,480
To the Central Government 0 0 0 0 13,336 0 0 g
To Hunicipalities 0 0 0 o 10,664 0 0 0
To Nop-financlal Decentraliced

& Autonomous institutions 50,000 ] 0 338,499 17,800 0 0 0
To Hon-financial Publiv Enterprises 0 4] 4] 0 0 304,597 0 0
To the Private Seclor 111,462 $5,407 51,727 20,352 24,716 65,125 729,741 94,480

Subaidine 19,661 18,984 20,750 0 14,275 22,281 366,168 10,000

Pirect Transfers Lo '‘ndividuals 81,801 26,403 30,917 18,352 10,441 42,844 363,573 84,480
Oversean 0 G 0 0 6,947 5,942 4,133 0

Interest on Loans and on Deferred '

Payment. of Expenses 198,593 29,200 1,281,955 501,497 533,710 484,50 1,436,087 06,117
Intarest on Dopestlc Lonns 4,712 668,291 128,452 430,707 277,629 244,191 1,158,055 46,177
Interest on TForeign Loans ¢ 0 450,100 0 0 0 0
Muintstrative Loans 0 0 0 o 0 [ 278,832 160,000
Pofarred Payment of Expensos 173,801 225,909 703,303 150,790 256,041 260,312 0 0

Capital Expendiilures 12,974,324 9,639,190 17,489,067 13,386,273 61,456,852 22,460,097 12,371,982 7,270,424

Real Investaent 4G, 730 9,869 19,900 44,832 246,220 113,049 67,367 64,410
Machinery and New Bqulpmant 40,738 9,869 17,413 a0, 730 213,100 71,339 38,048 64,420
Conatruction 0 0 2,487 13,702 a3, 10 41,010 9,319 0

Capital Transfers to Public a
Hon-financial Flims 0 0 0 0 31,658,371 11,120,973 0 C

Amortication of Loans G, 770,356 226,540 7,625,375 9] ,680 1,426,094 1,109,362 65,333 1,156,064
Domestic 1,619,732 226,540 575,575 o1,680 1,426,094 1,109,362 65,333 1,156,064
Foreign 5,150,625 Q 2,049,800 0 0 0 0 ¢

Other Financial Investments 6,163,230 9,402,701 14,043,792 13,250,160 28,126,167 10,116,713 12,239,202 6,050,000
ioans 5,290,680 6,832,201 6,043,355 11,982,560 3,356,203 6,807,838 11,536,327 6,000,000
Mirchase of Becuritles 872,550 2,570,550 8,800,437 1,276,600 24,769,964 3,228,875 702,955 50,000

TOTAL 15,882,397 12,058,560 21,043,089 16,488,858 65,197,010 27,340,514 18,599,025 11,771,543

a. Thia amount corresponds to reimbursements uaed by CORDE Enlerprises for the purchase of currency.

Sourcet

Hational Budget Office of the Dominican Republic.
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Table 10.

Financial Operations of the Price
Stabilization Institute, 1980 - 1987

{In Dominlcan Pesos}

Est. Budget.
1980 1981 1982 1983 1984 1985 1986 1987
Current Income 325,630,397 310,976,009 317,142,953 333,045,450 450,144,036 523,717,333 691,613,885 310,507,928

lncome from Operations 196,353,353 310,976,089 317,142,953 333,945,458 450,144,036 475,548,660 587,613,885 210,507,928
Gale of Goods and Services 230,236,799 185,352,262 294,682,370 322,175,948 432,334,664 475,183,986 506,240,798 210,507,928
Interest. 764,224 1,a19,119 6,747,134 2,516,415 1,087,067, 80,340 268,051 .
Other 65,352,330 24,204,708 15,713,441 9,253,095 16,722,285 584,334 1,097,036 -

Central Governmeni Transfers 0 0 0 0 o 47,868,673 104,000,000 -

Other Transfers &

Current Income 29,285,044 0 0 0 0 0 0 -
Third Porty Funds 6,787,657 0 0 0 0 0 0 -
Other 21,497,387 0 0 0 0 0 0 -

Copital Incowe 57,321,899 109,215,313 110,054,752 100,978,008 52,085,175 115,319,035 50,060,000 .
Forelgn Loane in Cash §7,321,899 39,746,533 50,728,740 51,079,674 52,085,175 3,000,000 0 .
Domestic Loans 0  £9,468,800 59,326,012 48,898,334 0 112,219,835 58,880,000 “

Cash on Hand and al Hanks 9,695,369 19,074,044 14,956,021 11,812,913 10,741,539 4,067,822 1,855,391 3,875,052

TOTAL 392,655,665 439,266,366 443,153,736 446,736,379 $12,970,750 643,004,990 752,349,276 214,383,760

. Thli fiqure includes RD§ 10,109,728 collected {rom sales In prior yeard.
. Excludes RDS 1,007,994 allocated but not disbursed,

Sourcet

Nstional Budget 0f{ice of the Doainican Republic,

{Continued}
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Table 10, (Continued) .
1980 1981 1982 1983 1984 198% 1986 1987
Current Eapenditures 310,324,684 366,655,698 309,687,141 341,351,773 173,33_1;860 543,641,645 663,459,010 189,875,664
Operating Expenses 298,526,536 353,437,544 294,199,465 330,544,278 465,241,299 532,186,760 640,771,719 179,703,076
Wages and Salaries 12,984,557 15,439,185 15,874,688 17,133,932 19,805,668 24,359,484 30,014,082 6,609,418
Other Services 11,629,733 18,161,822 16,749,359 16,153,050 10,578,965 33,307,744 31,603,709 7,518,108
Materials and Supplies 173,912,246 319,826,537 161,575,418 397,257,196 424,856,666 474,719,532 579,154,918 165,575,550
Current Transfery 9,403,687 1,460,406 1,389,461 1,707,126 3,260,241 3,253,507 2,653,518 5,493,078
To the Central Government 6,787,657 0 0 0 186,060 Q 0 0
To Non~financial Public Enterprises 0 0 0 0 724,903 0 0 0
To Decentraiized Financial

Institutionn 1,336,405 0 ' 0 0 0 0 0 0
To the Private Seclor 279,625 1,460,406 1,389,461 1,707,126 2,349,178 3,253,507 2,653,518 5,493,078
Subsidies 0 0 0 0 462,973 3,99 0 0
pirect Transfers to Individuals 179,615 1,460,406 1,389,461 1,707,126 1,886,305 3,249,515 1,653,518 5,493,076

Intereat on Looans and on Deferred
Paywint of Expenses 1,194,461 11,757,744 14,098,215 9,100,365 9,830,310 8,102,318 30,032,783 4,679,510
Interest on Domestic Loana 75,740 4,609,300 5,693,595 6,554,944 8,363,298 4,361,099 5,914,443 3,738,000
interest on Foredgn Loans 1,818,721 7,140,444 8,404,620 2,545,435 5,857,023 3,741,279 14,118,340 941,510
Capital Expenditures 63,256,037 57,654,651 120,653,673 94,643,067 30,571,069 97,506,954 85,014,394 19,572,198
Real Investment 2,917,944 3,133,510 6,342,293 3,079,537 5,635,198 9,100,072 1,970,598 3,662,429
Machinery and Hew Equipmoent 1,634,003 1,337,818 3,380,453 2,219,944 2,098,216 3,120,209 1,244,627 355,019
Conatruct lon 1,293,941 795,712 2,961,840 799,693 3,483,681 5,979,863 725,91 3,306,600
Agriculiural Piantaticns 0 0 0 0 52,301 0 0 0
Acquisition of Existing Assets 114,18 181,175 39,076 31,7% 1,242,455 700 0 0
Land 114,718 2,115 39,076 31,76 716,815 100 0 0
Bulldings & Existing Works ¢ 179,000 0 0 525,630 0 0 ]
Azortizotion of Loans 44,490,873 54,139,946 114,272,304 21,931,754 15,570,793 05,486,587 82,304,559 15,509,769
Dosest ic 10,214,620 25,375,551 70,867,571 52,691, M5 5,245,514 73,245,070 60,297,505 ¢
Foreigo 36,276,245 28,964,395 43,404,732 38,839,009 10,325,279 13,241,517 22,007,05¢ 15,909,769
other Financial invesiments 15,122,501 1] 0 0 8,092,613 1,919,595 139,137 0
TOTAL 373,580,721 424,310,345 430,340,804 435,994,840 508,902,919 €41,149,599 748,473,424 209,447,862

Source: Hational Budget Office of ihe Dominican Republic.
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Table 11.

Financial Operations of the
State Sugar Councl), 1980 « 3987

{1n Dominican Pesos)

got.

. Budget
1980 1981 1982 1983 i9da 1985 1986 1987
Current Income 208,599,340 195,075,572 180,956,665 225,444,490 351,295,069 309,466,537 311.3?1,240 310,377.000
Incoma from Operalions 208,599,340 195,075,570 188,956,665 125,444,490 351,295,069 203,154,449 224,436,000 310,877,000
Gate of Goods and Bervices  202,9%5,36] 294,991,973 186,613,133 218,350,575 348,961,240 261,158,208 119,436,000 304,877,000
Interest 562,548 0 56,667 0 0 0 o 0
Other 5,081,431 £§3,599 2,286,765 7,093,915 2,333,629 1,996,161 5,000,000 6,000,000
Central Covernment Trauslers 0 0 0 0 0 126,312,088% 086,935,340 0
Capital Income 212,483,234 380,934,339 193,034,326 132,148,387 4,350,458 39,005,223 112‘084.000 31;200.000
Transfor of Caplial fron
the Central Government 1t 0 250,000 1,700,000 0 27,612,719 0 11,400,000
foretgn Loanw in Cash 207,483,234 176,634,334 M ,984,336 68,090,307 1,807,000 0 s84,000 32,800,000
Other Capitel 6,000,000 104,300,000 101,600,000 61,350,000 2,551,458 11,392,504 111,500,000 0
ponations of Capitsl in Cash 0 0 0 0 1,551,458 ¢ 0 0
Domestic Loany 6,000,000 104,300,000 101,600,000 62,350,000 13,392,504 111,500,000 0
Cash on Mand and at Banks 10,621,606 9,641,301 5,021,648 854,95 832,795 (22,062,845) 0 0
TOTAL 432,704,240 £0%,651,271 398,612,639 350,447,812 356,486,322 345,077,000

325,608,915 423,455,140

s, Excludee BDS 17,612,719 assigned aa current by
axcludes DS 635,160 masigned but not dis

from the calendar yesr,

bursed and

Sourcer MHational Budget Office of the Doninican Republic.

Lhe Natilonal Budget Offic
includes RDS 8,042,081 pal

NOTE:  The “Cash on Hand and at Banks® jtem cannot be reconciled

e and used as capital by the Inatituytlon.
d by the central government to CDE for anexgy

1n addition,
consuspl.ion,

with the financial atatement of CEA since the reporting pericd differs

(Continuad)



Table 11, {Continued)

. Est.

Budget.

1980 1981 1982 2983 1984 1985 1986 1987
Current Expenditures 242,878,390 307,265,453 161,266,195 26’6,166,.8010 299,053,577 iaﬁ,sm,;ss _365;625‘520 306,606,009 .
Operating Expenses 214,099,789 285,164,420 206,260,633 244,555,573 279,317,782 262,294,842 350,100,000 281,071,950
Hoges Qnd Salaries 90,804,101 114,062,813 115,401,086 112,956,959 131,301,388 134,232,023 162,141,000 143,113,964
Other Services 41,705,261 63,161,108 33,152,710 32,969,893 52,462,537 17,919,471 30,424,000 20,987,490
Materisls and Supplies 82,390,427 107,940,503 57,706,827 98,628,721 94,563,857 90,143,346 157,535,000 116,970,496
Current Translers 3,653,731 4,583,085 15,184,36) 856,839 2,112,472 647,385 1,941,430 1,234,050
To the Central Government 0 0 1,746,915 0 ¢ 0 0 0
Te Decentralired and Autonomous
Non~financial Institullons 276,112 238,360 617,862 656,839 805,370 e 122,430 0
To Public Non<financlal Enterprizes 0 o 150,002 0 0 590,508 0 o
To the Private Bector 3,376,959 4,344,072 22,669,524 o 1,907,102 256,877 1,815,000 1,234,050
Bubsidies 180,000 115,800 3,865,715 0 ¢ 0 0 0
Direct Transfers to Individuals 3,196,959 4,220,925 18,803,799 0 1,907,102 256,877 1,815,000 1,234,050
Interest on Debt snd ou Deferred
Paynent of Expenses 24,324,870 17,517,948 30,823,199 20,754,392 17,113,313 26,428,932 13,503,090 14,500,000
Interest on Dowmestlc Loasns 7,344,502 3,310,421 7,944,693 9,167,602 9,409,164 16,297,873 9,872,175 11,767,000
Interest on Foreign loans 13,657,360 12,063,156 16,60),773 8,677,903 6,809,707 9,157,498 1,408,330  j0,233,000
Commissions to Domeatic lnstituttons 3,422,008 2,144,271 2,441,241 1,900,807 0 0 1,301,488 1,500,000
Commisslons to Forelgn Ingtitutlcas 0 0 3,833,492 0 894,452 963,561 0 0
Capital Expenditures 180,184,489 372,564,170 125,489,509 91,448,213 80,395,590 00,377,942 57,019,720 38,271,000
Real Invesiment 29,626,049 18,340,470 10,193,161 10,186,852 75,559,468 72,316,247 56,904,204 29,594,000
Machinery and New Equipment 26,093,753 15,066,139 9,131,109 0,175,917 50,735,231 56,657,569 44,437,000 10,263,000
Congtructlon 2,733,096 2,630,625 0 0 16,446,%02  1%,387,4% 12,267,104 19,290,000
Agricultural Diversification o 651,706 1,062,052 0 0 0 O 4]
Agricuitural Plantatlons 0 0 0 1,980,935 377,655 o2 200,000 41,000
Translers to Decentralleed and Autonomous
Non-finsncial Institutions ‘0 ] 0 439,822 0, 0 o 0
Acquisition of Land a 62,019 0 9 0 0 337,004 0
tmortieation of Loans 120,157,790 329,137,656 90,658,550 55,131,501 4,000,440 7,471,590 450,000 4,671,000
Domestic 211,114,062 116,702,076 12,000,004 13,891,175 4,000,000 3,240,134 450,000 2,185,000
Foreign 99,043,728 212,435,580 78,658,547 41,230,346 440 4,232,45% 0 6,492,000
Other Financlal Investaents 30,399,850  25,016,02% 24,637,797 35,730,018 135,682 589,108 136,422 0
TOTAL 423,062,679 679,829,623 367,757,704 357,615,017 379,349,167 369,939,100 423,455,240 345,077,000

Sougce: MNational Budget Office of the Dealnican Republlic,



Tabis 1. Tominican Repoblic: Summary Accounts of the Consolidated Ban

{Miilionz of Dominican pesos)

ing System

Prul.
e ine el i983 584 1585 1906
Wt SotACat iomAl I
“Ef the benkiog Tretem ~40.3 -291.2 «708.7 e -3%3.5 475, -187.4
Axgatn poe -3 3.3 L > % 3270, 1.40%.6 599, .8
Lighilitine 5406 593.3 -931.8 -738.3 -5E%. ~1,88%.3 ~31,587.0
eyt Josest ic aeeta 3, 993.% 3,371.% P 3,430.5 3,857.3 3,319.3 % C4B. &
ot Thaime 5% e uslic sectes E o % T w1 v oo ot por - 0 § T
0%, 30 (%36, 71 6.7 Try.d 7.5 T6l.% T3
C‘hﬁﬂ 4.3 s 5.1 3.8 954.4 546.3 L.i32.5
Dol te ~58,3 ~38.8 ~58.4 -0, 8 5.5 ~18%5.3 -424. 7
Tther reptral povernmect inet (89.3) i99.8) 118.3 1864 v 1978 389
Countarpars fonds of foreigm add (=il 27 =541 -7 ~30.5 -3.1 ~57.6 ~5Q.5%
Seate md loval govermeciz Towt) 132.8% {ie7 3.3 i%5.3 ii.3 4.8 5.4
Bbiir insncigl izstitutioos joel) 1144.97% I334.03 186.% k.- po- W 9 i3 2.5
fest of public sector £11.5% f1ETLLE 351.8 549.5 570 4Rl 5.4
el cApitAl A surpine ~107.8 ~i03.8 -109.8 ~156.7 81.5 9.5 1953
Credit o reet of the floancial ratew 66,8 s 8 ) 9.8 243.3 .7 333.3 &43,7
Tredit p pivate eclor 50445 245189 -4 - 5 e W | 1,423.0 1.73%.1 L857.2
HCEIODSTAYY loternstionkl
oirysslsalions 6.3 ig.& 0.1 8.2 b3-M 3 8.2 5.3
Swpenitx of 0.5. rasta
1P1as Peagen 198A-5) 2.2 8.5 6.0 5.0 50,05 -3181.0 ~143.4
Not ubClARBLIIed sssels ig3.% 8.0 31,5 90,1 46,7 ~10%.3 93.
Net Iaterdenk fioat 545 -i9.8 -3.5 i) 9% ) 43.12 83.3 7.0
fecaiustion secoumt .8 6.t 8.8 8.8 e.8 3,014.9 33878
SETecuited fotelze srchunoe 2.9 $i.9 .5 8.7 gi.8 159.8 3.7
ﬂmﬂ&nxu#!gé% F3-904 WA 3 194 ¥z - .
Hadiam- and 1 T, ]
Torwion o -Zﬁ%!.n" 3%59.0 359,51 o, 2588 2.968.7 3088
Rafinaneing Wi Foreigs
conmmsetal benke 2.0 . s 0.8 1,464.3 1,3%9.9
M et 2590 3.1 353.% ITLLE LR85 3,1598.8
Liabilities 20 5 Test of
L 181 ¥¥SCIE S3.1 a1.8 pre 3 38,2 110.3 3120.5
Liabilities o the private sactor i 5875 2 S8R5 M g 1,100.8 3,4914.0 4,488 .6
TirTency 1o circulstion ] . 3t g i . (- v 4
Domamd Swooeits gl 5.8 U086 .9 4i8.3 299.1
Time &S00 SavingT Jeposlits 33,5 682.7 8.2 319 316.5 1,88%.4&
orhar ::nb:;a*;gs Eant} 2732 B4, % 3it.2 2863 “47.8 3819
Dummr Liabilis: i259.91 372.9 i8%.4 3991 £03.1 8.4
ATTRRIS {~66.71 -.56,.0 “TB.a =113.1 =-19%.3 =-123.7
Provata CADLTAL ARt Iurglus 1352 157, 1 ) 2.2 1841 3.8

a. Inciudes deposits £o arrears and t¢ lezters
epay:re,.,,
b. \$zer rearrandement of liabilities due o refinancing with

a.ccc:da:: e with this refinancing, 2 total of US$309.7 million of

lilabilities wWwAS COTNVErT inte a medium~ter= lcan on December 2I,
=, mwie halance Was revalsed at the exchange rate of RD$3.25 per U.5. dollar im March

g

1585,
Source: Central Bank of the Dominican Republic.

cf criedit subject to

foreign commercial banks. In
central bank icreign reserve
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Table 13. Dominican Republiic: Summary Accounits of the Regerve Sank

iMillions of Dominican pesos)

Prwi.
A0 98l u 1983 iseé ises 1586
Wt intersstlomsl TESRLTes -%.3 . > 84 -3, 2 -38.8 -32.7 48.9 -
Aasers * 13-3 S35 $3.% i7.1 17.8 15,9 B Y
Liabllilies -319.5 5.1 ~33.€ -£5. 7 ~43. 5% -Tr0 -54.3
TeanTvas b
S 5.3 I 59. € 58.0 2404 298.4%
z - =3 4 - - =
Aengsvs dapowils, 41.6 7.8 -58.6 7. & 136.9 279.5%
Sogunits 6.7 io.3 Preit 196.0 34.8 8.7
Arresrs al lettols of
cradit 1 ErTeey 13T ~%3.4 -4 8 -0.7 -3%.0 =23
Stapliizatics boods S8 .3 Qg 2.0 39.0 0.6
Nt GoaestIC Assets 4820 8% 8 19,7 BSG.7 086 54,8
et ClAiSe OB 158 Jubiil $ecTor Tie.2 wis . . . o
Captiul goverament {omt] {6900 133.01 A8.0 93.% 5.2 ~3a.7
Clalmw 133.1 131.8 I88.3 3Fr.T b1 - 9 0
Dedodits -5k 1 =386 -5%5.3 -34.% «}80.8 -4i1.7T
State and local goweroaests Tpetl 1132 {28.97 1%.4 1i.4 8.7 6.6
Public Fiogacial isstitutioos (oet) {27.3 {843} 5.3 511 4.6 136.0
Fant of Aiic »ector 4.5} {160. 51 29%.% 313.7 260.2 4.0
Cfficiel capital and sarplos -y, 7 -75,7 «31.1 99,5 +116.8 -id3.0
Comdit 2o Twat of ¢ fizancigl systes 2.5 8.3 i5.0 1i.3 13, 12.1
Crmdi? 2o Jrivats sestor 1738 380.c¢ 39G.2 428.0 49G.3 4941
Yat uncisssifind ssdets 5.5 Ti.7 3.5 £4.0 18,7 «13.3
Mot izterbesk flogt -3 ~£.3 a.¢ ~3.5 .3 C.0
vavaluaticl AcCOURT M0 2. =33} 2.2 o.0 .G ¢.0

Lishilitiew te mote
aEDOTLLLaE 27,8 154 .4 S48 _4 £33 £71.9 433.5 555.3

Liad:litims %0 tha rest bf

Cial systas 1.3 8.8 33.4 3$.3 $9.3 1s5.2 41.9
Liabilitiew to the Srivale secror pei- 306.2 i80.3 103.9 03,5 $36.1 $74.9
Sacact SapoEits £ 53 Bin 5.5 t4.2 . 6.7 LG
TiNm £00 SAYINGD GRPOwILE w252 pot .4 B1.7 32.% 111704 7.7 ArT.%
Other lisbilities i5etd 182.8 8. 94.2 185¥F.2 1838 80,7 081

Other liabilities” 1199.81 £133.6) 131.8 1T2.8 84,2 2848 ™L.2
ACLRAFR [ I § (=55 -323.8 -14.8 -20.7 -358.2 -23.%

a. Includes foreign exchange claims on -ue Central Samk €0 reinburss head cffice or
corraspondent banks for fayments ¢on socmmercial letters of credit made by them abroad.

b. ODepesits for overuue drafts. collecticns, and direct payments awaiting delivery of
foreiga exchance by <he Central Bank: plus deposics eorrespending o letters of credit .
subisct ro prepavment [including lesters of ecredis not yet matured and letters of credit in
2rrears o local hanksi. '

¢, Inclucdes deposits correspending to arrears and <o letters of credit subject to
srepaysent.

a. Balance sheer data adiuszed downward by Re $53 million of Li Bilities included in
refimancing with foreign commercial banks.

Source: Central Bank of the Tominigan Repudlic.




emvwm 14, uoawswamz wmﬁaupwa. ;mﬁi&ﬁnwﬁv count

€ Private
“Commercial wmsxm R _
‘{Millions Om_acawzwqmu,vmmOm.
) Frel.
1960 1981 1962 1983 1984 1985 1986
Het injcrastionn) reserves . =20.3 -56,3 1,9 A8 3.9 198.1 an.4
Kisets ns.o 711 ] B X 1% SR .m?.«m Wy 736.0 E L]
Liskil‘ties ~135.3 277 2 -261.4 T -44.6 ~37.9 | =180.8°
Monetsry reserver and
201.9 386.8 317.2 389.4 53C.5 473 .4 962.3
Reserve amsoupwaa 210.0 419.3 ; 304.3 1971.3, 299.9 321.9 73%.1
Specisl duposits 85.3 154.4 325.8 jog.6"  1st.00 T 187 115.3
Arrears snd letters of : . B .
ryedlt in arrears =136.6 «262.9 =369.7 ~68.5 . =~97.8 =160.% ~15.6
Seabilization bonds 0.0 0,6 : 0.0 0.0 0.0 0.0 65.0
Net, domestic assets 785.7 752.% R3.5 1,0%3.4 1,118,.9 67.4 2,135.9
Net clalms on the public sector 3.4 5.2 T8 17 S 16,3 151 84,8
Central goverrent i{net) {10.4) (10.7) 8.9 il 15.0 15.4 56.7
Llales 10.4 10,9 9.8 1.1} 17.0 0.1 6.2
cﬂﬂvOHMﬂﬁ 0.0 =0.2 -0.9 0. : i”!a ~4,7 : IMﬂom
Htate and looal governmentn
hﬂﬂﬂu ﬁlcowm AIQ-Nu IcoN ICOM. IQ.M csﬂ lﬁg”
Fublic financinl institetlons :
{nnt) {~6.1) i~6.5) ~11.5 3.8 0.9 -8,9 »1.0
Credit to res: of the financial .
systen 43,3 314.4 30,0 37.6 48,1 63.9 118.8
Credit to private sector 671.5 63%.3 747.8 8.1 965.0 1,249.0 2,163.2
Net urclassified asnets 89.1 94.4 110.8 9.2 83.0¢ ~24.5 ~204.1
Net interbank fioat =2l.6 ~15.8 ~3.0 n..m. =16.1 36,1 ~-26.4
Revalustion account 0.0 0.0 0.0 5,0 0.0 0.0 0.0
Lighizitise to mone'bry o : .
suthorZEies £9.6 83,1 85,6 9.1 96.5 133.4 1272,2
Liahilities to the yest of .
the &wausqhgp pystem 25.6 29,3 48.4 L 13,3 106, 7 115.0 6,1

"ot [nuedy



Table 14. (Continued)

1983

Prel&

1980 19m ‘1982 1984 1903 1986

Liabilities to the private o o :
mtst H712,1 956.6 1,044.8 1,219.3 142,3 690.5 2,965,2
pomand deposits | 5 o1 sty 4T s e Tthes
Time and savings deposits 393.4 436,5 - 5311 586, 7 611.8 741.9 1,661.6
Other liabilities, pet 150.9 L WY B6.9 154.0 132.5 1901 173.8
Other ilapilities {194.3) {206.3) 239.1 17.4 14,9 357.3 169.4

* Arrears 1-43.4) (=61.4) -1%2.2 «“63.4 “9%.4 160,23 «95.6
Private capltel and surplus 122,1 135.1 137.5 160.5 1082.2 54,1 360.8

a. Includes foreign exchange claims on the Central Bank to reimburse head

offices or covrespondent banks for payments on commercial letters of credit made

by them abroad.
h. Deposits for overdue drafts, collections, and direct payments awaiting

delivery of forelgn exchange by the Central Bank:; plus deposits corresonding to

letters of credit subject to prepayment (including letters of credit not yet
matured and letters of credit in arrears to local banks).

¢. Includes deposits corresponding to arrears and to letters of credit
subject to prepayment.

d. Balance sheet data adjusted downward by RD $8.2 million of liabilities

included in refinancing with foreign commercial banks.

Sourcet Central Bank of the Dominican Republic.



)

Table 15. Dominican Republic: Summary Accounts ofathé Investment
Fund for Economic Development (FIDE) o '

(Millions of Dominican pesos)

‘Pecenbor 31
Preil. Estimated

19680 1983 1983 1963 1904 1984 1966 1907
Pomestic cradit (net) 151.0 179.8 184.8 :‘2%.5 235.7 319.5 386.9 -
ngrw wra igcg ”rﬁ i,ug 3515 . 55.5 . 8 il
induatrial Development Corporation 19.9 5.8 25.8 6.1 8.4 30.5 3l.& u
Wance de flepervas 2.7 27.4 24.0 30.4 30.0 31.7 3%.9 -
fance Populer Dominicenc 4.0 4.6 1.6 4.4 4.0 8.1 6.7 -

Other finsncial institutions 87.1 94.8 102,48 130.6 136.4 205.2 in.e
Long-Lterm external liabilities 30.6 31,1 24,9 .8 44,1 6.2 26,1 n-
L . X m !io! » ° i,cg kel
iDB 1% 14.2 15.6 16.% 23,3 46.% 51.6 .
DA 5.2 5.0 5.0 4.9 4.9 4.6 4.7 -
Other 1.8 23 3.0 2.3 .9 5.9 5.9 -
Other long-texs lisbkilities 13,5 14.9 12,12 M.0 a1.3 54,0 9.9 .
Net lisbilities Lo Central Bank 106.2 133.8 437.7 165.7 159,.6 198.3 238.4 =
tentral bank contribution 645 me ord 1§ 2% | TRE . 1563 wes
Central bsnk short~term advances 1.6 1s8.1 .5 1%.2 16,0 1%.5 15. % -
Ligquid pssets (-} ~19.8 «1%.3 “50.1 -56.5 «36.9 =~133.2 ~193,0 -
Inclasgified 14.5% 19. 4 1.1 34,0 35,3 a6, 4 217.% -

a. These funds are managed in a trust fund, by the Central Bank.
Source: Central Bank of the Dominican Republic.



Table lb6. Dominican'nepubiict Commercial Bankacreﬁiﬁ-ta.the' 
Private Sector by Economic Activity .

Decenber 31

Prel.

1980 1941 19862 1583 1904 1545 1986
s em———— cmnvenmesmsnsmnunen-§il1i0n8 of Dominlican I,ng',_...._.,.-.........-.._.-...--..------—-

Total 1,044.5 1,01_9.9 1,111.5 1,261.3 1,4'13.0 1,739.3 2,53%.7

b . . .

Productive sectors 667.6 658,1 700.9 B14.4 937.5% 1,131.3 1,655.2
gricuiture 9.0 . N 1N 155, 1571 769,48
Manufacturing 407.0 404.} 415.2 151.0 %13.9 638.¢ 916.4
Fxports 51,7 57.0 67.1 100.0 132.2 145.5 133.7
Conatruction - 7.3 58.3 62.3 6.1 79.4 83.8 143,08
Service industries 47.6 47.6 53.4 50.9 53.4 66.3 21.5
Other 376,9 351.8 412.6 446.2 475.5% 608,08 880.3
Trada V11 b1t ] 76T T8G.3 .6 . B
Installment credit 42.9 4.1 58,1 65.1 67.6 78.4 123.6
Miscellansoun Mm.a 12.6 13.6 95.3 117.3 208.5 305.1
LTt 2 % WPV W B BT ek ko EL T ) P L T Ay R wt“nt uuuuuuu PEEET T T L L T L Al A AP A O o e L Y -l o s

Totsl 100.0 100, 0 100.0 1000 100.0 100.0 100,0
Preductive sectors” 53, 64.5 62,9 64.6 66,1 66.0 64,3
Agriculiuvre 8.5 8.9 9.1 11.¢ 11.12 13.3 10.6
Manufacturing 9.0 7 " 6,2 36.4 6.7 .1
Exports 4.9 5.5 6.} 7.9 9.4 8.4 9.2
Constsuction e 6.9 5.7 5.6 5.4 5.6 4.8 $.%
Service industries 4.6 4.7 4.8 4,1 3,7 3.0 1.6
Other 16,1 35,5 3.1 35.4 33,0 35,0 M7
lf&aﬁ 5‘.: m * 1:- ’ m m Ii cg
Tustallment oredit 1.} 4.3 £.0 5.2 4.8 4.5 4.0
Mizcelisneous 7.6 7.2 6.6 ) 8.3 12.0 12.4

a. Includes Banco de Resexvas,
b. ns defined in the regulation on legal reserve requiremeunts,
c¢. Includes tourism and non-classified loans made by FIDE.

source: Central Bank of the Dominican Republic.
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mabte 17. Domisican Papubliie: Poritfolic and Ressrve Regquirements of Financial Iastitutions

iAs parcent of sorresponding liability category)

ma% Now Dutfied Srstms®
Dhusiond: L R M CiartLf Lintur CtSar Noadwoeweil s ng";udm
W%I o iabilsties Catiricutes
S T STEEGEYN F ] 5 F ] % -] % i3 k]
Sevs to prelectlon a8 [ 4] 4" o 53 3 3% =
OF smieh: wp to I eer - - 3% - as - e -
Pwar o Ve 3 -~ » — w - - -
sty - i - s - = e is
g
- — - . e — - t
axperts — = - = — ad *
agretisiantsy —_— - L [
agralterel sz *
S5tk - —— Sa A 5 0 2
e — o5 — - [ 3 L]
Total low 1t B 2 2 = = = » =
TebErest Dearise Peseress * - - is i - i 1]
Feiaiarait DEArlag TRSErE -] 0 i L) iz 38 35 ©
Satal witnctive remsrve requrwsest X R » » . = st
2. g Suka
Mortgwgs Certificstes Time ity Tiamcial Cortificutas
Sagited Demalvas - -] 8
113, Dwselspeest Seis
Soescte andd Feciah Tetw Doocs Lowmptuern sy Piseetal tartiiicates
DOERLIND LReREvE - e H ]
by M Tty RchpteC LRSS0 .
sertows Tercificetes TUme e Tt 23 Yismsetal Certis
Pepoirod Tamarees - -] ic
¥, YiIDmeaciarsa
Adminietaced Fande - Piomncinl Cavtificades
faguired Teserven (GRer 3 eard e +33

5. Toéer <he old commersizl bask system, 2 100 percest reserve requirement is imposed on deposies
inwolring forelqgn CuITenCY OREIATIONS.

b. Pffacsive om all increases as of 1-7-57 until 12-31-87 er when individual bank adopes whe new |

gaified gsystem.

c. To be ioplemented ne laser zhas 12-31-37.

2. R mipimesm of 15 percen: Dust be loaned to agriculiure azd 1 persent fo handicrafts and small
industry. Investment im secruities issued Dy the Agricultural Bank and By the Industrial Gevelop—
zant Corporation mey be used zo satisfy lesding requirements for agoiesleure and handicrafes and
small industry, Tespectively.

«. Inzerest-bearing reserve deposits in the fene=zl Bank sarn 2 percant per annam, )

£, ¥Up w0 45 parcent of the reseive requizresent may Be satisfied with public sector bonds. issued
spr develupment purposss provided shat not DOre than 56 percent of A bank's tozal holding of such

bonds arm used o meer the regquirerent. IUp 20 5C percent of the veserve requirement may be met with
currency and coin. Prior credits %o the State Sugar Copncil may alse be used to satisfy the resarve

requirement mntil December 31, 1986. i
g. Effective 1-3-87. The percentage will be raised gradually to 10 pevcent.

a .

S, Haif ¢f the required reserve deposits wizh the Cectral Bank will esrn 2 percest; the remaining - .

portion may be invested in public sector bonds held by the Central Back.

Soures: Central Bank of the Daminican Republic.

Best Available Copy




Table 1§, Dominican Republic: Leqallneserveé of the Cdmmerctai:ﬁanksa.

(Millions of Dominican pesos)

tiabilities subfect to reserves

Required resnrves

‘ *lwe and Flnanclal ' Yoreign ' “Forelgn

Degand savings  certi~ Sub- exchanyg Reserves Deducy exchange

deposilsy deposits (lcates total clafms™  Tolal on deposits tions clalss Total
Decenbur 1980 590, 651.5 0.0 1,265.9 153.6 ) 419.5 345.9 0.0 153.6 492.%
Banco de Neservan 044 249,12 4.0 533.7 40.12 573.9 68.0 6.0 40.2 308.2
Private bonks 313.9 418.3 0.0 1321 1134 Bas. 6 21%.9 0.0 113.4 391,23
Decenber 1983 495.7 642.3 0.0 1,130.0 442.0 1,580.0 3711 Q.0 441.0 813, 1
Banco Je Reservas 08,7 182.6 0.0 9.3 102.6 4£93.9 892.7 0.0 102,.6 18%.2
Private banks 1.0 459.,7 0.0 146.7 339.4 1,086.1 1.4 0.0 239.4 620.3
Pecenber 1302 c 525.8 753.3 8.5 1,3872.6 105. 1 1,692.17 423.3 =9,0 403, 819.4
Ranco do Ressrvan 129.7 1409 0.0 270.6 16,3 196.8 107.1 0.0 26.2 1333
Private banks 99,0 550.0 8.5 a%7.5 376.9 1,236.4 Jig.2 -9.0 378.9 686.1
Decesber 1983 551.6 826,48 12.4 1,390.8 244.4 1,635.4 447.4 ~18, { pLIn €713.2
Banco de Reservax 22.6 138.9 2.3 #33.0 105.8 0.6 88.5% 0.0 1068 195.3
Private banks 155.) 597.5 i1 962.9 131.0 1,100.7 356.9 =-10,7 137.8 478.0
Decenbor 1984 o 857.2 1,0M.1 23.1 1,215.4 191.5% 2,106.9 534,80 =35.2 182.5 697.)
Banco de Reservas 267.4 9.3 1%.3 %315.0 21.6 556.6 116.9 0.0 21.6 138.5%
Private banks 431.5 680.4 7.8 1,121.7 169.9 1,291,6 1.9 ~25.2 165.9 $58.6
Decenber 1985 702.4 1,017.5 121.8 1,84]1,.3 136.3 1,917.6 692.1 =70, 3 136,13 758.1
ﬁlﬂnm dﬂ muﬁf\'ﬁﬂ ) 299. 33!:6 1!5!-3 6“612 "413 ﬁ‘l!g 255-5 010 'LZ ’5‘!&5
Private banks 403.% 686.0 10%.7 1,195.2 140.5 1,335.7 436.6 -70,3 140.% 506.6
Dacenber 1246 1,168.% §,469,9 529.9 3,160.) 107.4 3,275.7 1213 «~181.3 107, 4 1,057.3
Banco de Reservas 799.3 331.5% 15.3 646.1 43.7 €09.8 52,2 0.0 43,7 295.9
Private banks 869.12 1,384 514,46 2:523.3 63.7 2,956.9 879.0 ~181.3 61.7 761 .4

(Cohtinued)



Table lu. Continued

Actual roserves ' : Hatio
_ _ of cash
' to 11a~

Cash and _ S bilitles

deposite in Specisl ' Excess or subject to

cehiral benk Other Subtotal doposite Tolal defictency(~) regorves
Decenber_ 1950 350.0 .5 370.5 90.1 460.6 38,9 2¢.1
Banco de Rezervan 50,13 0.2 50.% 171 61.6 «40.8 18.1
Privete banks 299.7 10,3 320.0 1.0 3.0 1.7 40.9
Docember 3901 559.5 1.6 £81.1 151.6 732, 1 =800, 4 A5.4
Banco dﬁ Resl!ﬂhﬁ ‘71:& 1-2 ‘900 ?5;9 ?‘t? "11?-‘ 21@1
Private banks £11.7 20.4 %32.1 12%.7 657.8 7.0 8.5
Decembor 19832 30,9 3.9 451.8 370.4 02,3 =372.4 0.1
Banco de Resorvss 27.1 1.2 23.3 31«3 85‘1 ~fF .} lenﬁ
Private banks 360.8 2.7 L1k 9] 326 696.1 10.0 42.1
Decembor 1903 270.4 3.8 302.2 265.8 566,0 ~150.1 19.4
Banco de Reservans 6.3 . ~65.1 157.0 91.9 ~§03.4 ~2B.4
Private bhanks 336.7 0.6 36r. 3 poo.6 476.1 ~1.9 35%.0
Decesber 1964 369,9 3.8 4037 226.8 60,5 66,6 22.3
ﬁﬂnm deo Reservan “37a5 1.2 “Wui 17.7 61.‘ =TTl "*3;:’
Private banke .5 32.6 420.0 1492.1 69,1 10.5 34.%
December 1905 262.0 131.¢ 439.4 152.0 591.4 ~166.7 14,2
Panco de Reseyvan 0.4 56,9 13 &0 117.3 ~134.1 9.3
Private banks 20).6 120.4 3312.0 1%2.0 474.0 «33.G 16.9
Docenber 1986 863.2 60.6 943,85 3.4 1,017.2 =40.1 21,9
Panco de Reservan 66.% 1.2 67,7 231 9.8 =3035.1 0.3
Private benks 816.7 59.4 #74.1 50.3 926.4 165.0 34

a. Average last [ive days of period,

b. Bank claims arising from operations in foreign exchange {with the private sector or
the public sector) were made subject to 100 percent reserve requirements on September 1,
1980.

(Continued)



Table 1g. Continued

¢. Data in this column comprise the effective reserves on deposit liabilities excluding
that portion which is satisfied through lending to specific sectors. 1In 1985 and 1986,
the data include both the unitary and marginal reserve requirements, :

d. Starting September 1981, export fimancing loans to nontraditional exporters
exceeding the level reached at that date can be deducted from legal reserve requirements,
up to an amount not in excess of 5 percent of time and saving deposits. Other deductions
are aliso compared in this column. _

e, Data for years 1982-84 exclude public sector deposits which were not subject to
reserve reguirements; data for 1985 and 1986 include public sector deposits.

Source: Central Bank of the Dominican Republic.



Table 19.

Dominican Republic:
by Institutions and Instrum=n

Liability Ianterest Rates
oy

m

Maxizan

Mendmun Minimum Haxd ey
amoent i interest asount in inZeress
Institutions/InstTunents Pes0s allowed pesos 2licwed
7710485 12/31/86
-
Ceneral Bank
rabilization bonds
(up 2o 1 wvear) 16.C 160,000 7-14.0
Commercial banks, except
Workers Savings Sank
ight deposics
Savings deposits S 5.0 5 5.0
Nonfixed zerm dJdeposirs 5,000 6.3 2,000 6.5
Fixed term deposits "
¥From 30 to 180 dags‘ 1,000 7.5 1,000 1.5
180 days snd over 1.0C0 %.5 1,000 ' 8.5
Fimameial certificates a
{180 days to 3 years?} 10,500 9.5-18.0% 19,000 9.5~16.0
Morrgage barks
Tixed term deposits b
From 30 to 180 days 1,000 7.5 1,000 1.5
180 days and over 1.000 8.5 1,000 8.5
Security certificaces
up to i year 500 9.0
From ¥ 0o 3 Years 5G0 11.0
Bonds {over 5 years) 10Q 12.0
Morrpsge certificares
(10 years and over) 1,800 9.5 1,640 8.0-11.0
Financial certificates e a
{180 davs to 3 yeaxs) 16,000 9.5~i8.0 10,000 9.5-16.0
Private development banks :
Trust funds 5,006 8.5 5,000 8.5
Securities certificates i
Up to 360 days 560 .0 500 . 2.0
From 1 to 3 years 500 i1.0 500 . 11.0
Bonds (5 years and over) 100 12.0 100 12.0
Fipancial cerzificares . ' 'g
(180 days to 3 years) 10,600 9.5-~18.0 169,000

 9.5-16.0

{Continued)



Table 13.

{Continued)

Insriterions/ Instruments

Mazximuz

interest
allowed
Fri0/85

Minimux
amount in

pesos

Maximum
interest
ailowed
12/31/86

Agricultural Bank
Savings deposits
Securiry certificates
{1 to 3 vears)
Bonds (5 years and over)
Financial certificates
{180 days to 3 vears)

Vorkers Savings Bank
Sight deposits

Savings deposits
¥oniixed zerm deposics
Tixed tersm deposits 5

From 30 to 180 days

180 days and over
Trust funds
Security certificates

(Tp to 350 days?

{5 years apd over)
Bonds (5 vears and over)
Morrgage certificates

{10 vears and over)
Tinancial cerzificates

{180 days te 3 vears)

Savings and loan system
Savings deposits
Fixed zerm deposits
From 30 zo 180 dags
180 days and over
Morrgage certificates
{10 yezrs and over)
Participation ¢onIracis
in {nsured morigages
Finmancial cerrificates
(6 months and over)

5,000
560

500
5,000

160

10,000

500
500

100

17,600

6.0

2.9

1L.5

3.5-18.0%

500
100

10,000

5,000

500
50C

S00
500
100

100

100

6.0

1.0
12.0

9.5-16.0%

"

L]

»

ok
A
woo w0 oD

L

e D mOMm Ot

e

*

8,0-11.0
16.0

{Continued)



Table 19. {Continued)

Mindomum Maxipum Minigum Maximum

amount in interest amount in interest
Institvtions/Instruments pases allowved pesos allowed
T/10785 12/31/86
tndustrial Development
Corporation
Securities certificates 12.9 500 1.0
{1-3 years)
8onds (5 years and over) 100 12.0
Cooperative Development
and Credirz Ianstricute
Securiries cerrificates
{1=3 years) 12.0 500 1.0
Bonds (5 years and over) 100 12.0

2. ©On Janvary 23, 1985 the Central Bank increased the discount
rates from 2 rance of 6.5 to 9 percent Lo a level of 12 percent. It .
2lso increased the rate charged on the Investment Fund for Economic -
Development {(FIDE) cperations with the £imancial intermediaries to 12
percent in Santc Domingo and Santiago, 10 percent in the rest of tha
country, and 7 percenrt in frontier zones. INFRATUR charges 9.5 percent
o financial intermeciation for hotel projects and 3 percent for '
handicraft projects. _

. TIf withdrawn before 30 days, the interest rate on savings
deposits ¢of cormercial banks beccmes applicable. _ .
. 1If withdrawn after 30 days, the interest rate on fixed term

deposits from 30 to 180 days cffered by each institution becomes

applicable. ' -
4. According to the resclutien of the Monetary Board of January 23,

1985. .

e. Acgording to Monetary Board Resolution of Janunary 23, 1985;

nodified on September 23, 1986. S
Source: Central Bank of the Dominican Republic.



Table 20. Dominican Repablic: Salance of Payments
{Millions of U.5. dolliars]

Pral. Est.
1980 1981 1982 1983 1984 T8RS 1965 Iv87
Lurrent ACCouns .8 -A05.9 L4286 -421.1 -9.7 2377 1890 517
Merchardiise and Services E57.8  -SPR.  -6AT.S A3 -SRAT -864 -4560.0 ~611.2
Rerchandige, f.o.0. 3578 263,77  -629.8 %97 ~389 -S&7.6  -546.3 ~726.9
Services -2, -335.2 -Y58  -13%.1 -135.7 -&5.8 3.3 115.7
freight ard irsurance ~1%49.5 -123.9 S113.5 -12.5 -3 1168 - -148.2
Orher TransDOrt 8.7 1.2 +2.9 1.3 3.5 .7 - &.4
Tourise 6.3 3.3 1791 232.6 287.5 367.5 506.4 727
Irmmegtment income -310.2 =293, -254.8 -2¥v.% 3377 -356.3  -2V.4 -3045.6
Gowverrment, N.i.¢, 0.3 2.1 1.4 5.1 -3 -3.1 1.0 S
Other secvices 51.6 - .7 £9.2 21.3 2r.y 73.¢ 91
Tromfers 187.3 193 &5 215 255 356.3 7 i1 9.5
Privete 183.1 176.3 w0 173 205 242 262.0 25¢
Public L 4 6.7 1% 20 &0 1146.3 29.0 119.5
Capizal Apcount 531.3 303.2 i82.% 115.9 4.3  -103.8 8.8 o2
Private capital 168 1257 -4LLE &5,.% 5.5 3.2 TS
Direct irvestment 62.7 .7 <1.6 8.2 585 5.4 40.0
Medium and {omg ters losns -9.5 -58.9 -~21.8 .7 -4%.2
Other 118.9 8.9 -21.1 -10.8 2.2 -0.5% 297.4
O¢ficial copital 3855 1741 226.3 7.8 18.8 -137 -180.8
sonfiopnciel public secisr 169.6 p 1A 194.3 +5.3 20.3 3%.5 -~133.9
Cemtral Government .9 119.7 132.4 T6.2 a%5.1
Srmer nonfinarcist 2.7 7.4 43.% -31.% -62.8
fsuniac Firencist
instizutions .7 85,4 &G .7 8.8 -139.4 -
Chart-targ 1063.2 -38.4 +30.2 0.4 ~58.3 2.4 =%7.8
S allocation 7.3 6.5 8.6 8.0 6.8 8.8 0.0
Goid sonecizacion » 5.1 *15.4 ~14.6 +22.1
Gold revaluation . i 4 -19.2 1.4 13 -1.5
valunsion change (resezrve |iabilities) 1.3 1.8 % <32 -0
Errnrs s omissions ~L7.5 ~58.7 84.3 89.% 188,46
Owergli Delanse ~1G7.3  -~10%.6 -3I0.7  -3&5.7 1385 -84 -152.2
Einancing 3107  MS.7 11785 &8 152.2
Exrracrdinesy finsnce | 598.5 264.9 282.46 254.0 ta)
Rescheduiay debi 2 454 g &29.6 166.7 o}
Arrears {eacluging Central Bank) 9 g6 266.9 367 3.3
%oy foreign B8S2TS
{increase =) 310.7 -230.9 10846 -198.46 1008
Lantral Bark 167.3 WwN.s 3573 -8 -2.2 -X7.9 -36.5
Gross reserves 7o 83y 1M1 W39 637 874 -28.y
tige of Fund credit (158 (-85 485 17466 35 5.8 7.3
Arresrs 164, (1663 19.9  -358.1 3.3 ~46.3 5.8
Other Liabilities (69.%9) £-25.43 w.T ~-36.1 -37.8 ~30 “&7 .9
Lommercial berks k.6 20.46 1. ~110.7 7.3
ASSEST -19.4 2691 -15.7 -86.6  -48.8
Limbilities -27.2 2285 3.5 b, 1 41.0

Tal 1966 estimete irciuder rescheduiing of some first-quartar coligations 7o Paris Club, most principal obiigations
to commrcial bamks, and sowe obiigations fo Veneruels end Napliers. : : :

] 1986 estimete includes substantial scoumulation of arrears with bilazeral crediters.

Source: Central Bank of the Dominican Repadlic.



watsie 21. Dominican Republic: Expor:s by Principal Commodity Group

(Valae in miliions of T.$5. dolilass: voinme in snousand of
setric Tons Or TIOY onuces; and gnit valoe in 7.8. Dollars
per voslme uanit, ae¢ indicated)

i B+ ise2 983 1964 ol ises 15967
Total m e o, %1.% ‘a‘.g‘;.ﬂ.ﬂ TET.Y Te%.2 ;e TIL5 Tid.1 RT3
Sajor scriceitural asgorts 498,59 TEI.E 4873 463,35 233.3 3%6.8 373.7 g.0
Tty Fucs
Valay 0.3 =13.3 5.3 83.% 371.9 sk 333 14%.1
Yolus 0320 3475 £33.3 9127 W . 6382 9.2 © 6351
gait vnloe (100 .} is.4 %5 ic.a 1a.e 187 1.9 .6 Wt
Auiioed seghr sl Dyprolucts .
Yaioe 0.5 a7.3 43.3 35.4% .l W€ 3.9 o
TaOreoeiend SotToe
Valoe 1.8 §3.2 0.6 78.3 983 8.1 i1L.% R X8
Vol i%.7 w6 34.9 9.7 33.8 3.2 3G.4 3.0
Maldt enlue 119.8 082 120.7 136.3 1383 8.1 k.G - 104.3
Falue 18.0 A% 5.9 2.1 2.0 L5 1.0 —
Tl 513 4.3 $2.% 5.5 ™.L 8.1 5.8 619
Volume .5 V.l 35T 3é.4 I3 3i.3 3.1 6.0
Moit waise {100 Ibe.} . T 4.6 6i.9 3.9 .3 B4.1 Ti.6 T .G
Foodesied SHOW
Taloe [ 5.3 .1 $.4 5.7 e 8.2 —
Tobacerw ioaf .
Yalue 4.3 £5.4 si.4 ai.8 6.2 17.6 pe-N 55 S
Voliee .8 b 1 - -3 3.5 T4 - 1.2 136 -
Poit value (100 1bs.? er ™ 3 6.0 8.5 1.2 47.8 7.4 4.2 ot
Valae [ 195+ 2.8 2.2 £.2 3.3 5.8 -
Nanor aioaral rroducts 31254 3343 0.5 243,09 240.3 E&ﬁ ive.8 -
Baaxite . . .
Yalom 8.5 . s %3 .8 0.2 2.0 0. [N S
Volume 4053 57,2 140.5 2.2 2.9 _ 0.9 e.8 pr N
meir valoe (3 tomd 0.6 34,3 T4 2.8 2.¢ 8.8 ¢.0 15.8
rRrronicral 5
Wl 0.2 5.8 8.2 .5 18- 1085 126.7 7.8 106.2
Vol 465 49,5 i W 5.8 £3-4 - 6T.9 54 Lo B
Tpat velwe (im totsd 2,176.2 TLaB0.% L, 1006 L8548 1.748.2 17180 15458 1.728.5
WO Aoy .
Velue 328.% 1564 148.6 39,5 123.1 04,0 104.8 -
Valume Lroy SuDORS) 36%.6 [ eaght ] 86, % 354.C 318.3 8.0 IB5.5 o
Sijvar allow
Talue 4.5 al. P ] 1652 7.7 & 7.3 -
Vo 1,828.5 b 1 1978 1,81 LIoa% 13613 i -~
Tthwr exports 83,7 100.3 .4 76.% 8.5 1i7-% 181.7 160.0
Sources: Cectral Barnk of the Dominican Republic.
. E 1- .,
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Table 22. Dominicar Repablic: I iy by Product Category

and Zzooomic Classification -
Pewl. Eat.
1980 i%8L i~ i e 1985 5% 1996 1987 §
iz m3lliom of T.5. Soilewt
»r Soct. cut !Eis
mﬁé}%% - -— 1,3%7.3 1.383.2 1,282 1 1,2 .9 1.388.2 1 A%.T
_ - - oz e ] w3 =y %
INSEPRE commodities Rt - %3 #£3.8 8.3 o1 4.5 0.3
- =7 — e .7 T8 6TI.8 . 821.8 9654 1,044.6
1in peroest of totall
Toral 7.0.5. - - 100.0 1003 160..0 100.9 100.0 1000
- — - . - ik - b .
INECDEY cowmowiitiss - — 4.3 0 5.2 3.7 1.5 | .0
Othmer - -— 9.9 .0 51.% £3.0 . 7.8
138 w1lltoos of L5, Sollass)
!z-unnu:shnauku&utb
ptal jmourts foo.2. 1,398.4 3,430.2 1,255.8 1,i79.0 1,457.1 931.9 - -
B e i % S ) v s M T = =
Yourduatfls - 1123.33 131.8) T 5.4 e W o — -—
DVETEU (3.2 [P il .9 1.4 a.9 - -
Dureble Goute i57.9% {4l .41 435 g4 .l bW - -—
Sthar : {15533 (149,23 27.9 is3.2 95,4 %% | -— —
Poels {Detrolieus
ated dezivatliwes) 48,3 AF7.8 449, 5 4613 04,7 338 — -
Intaraellate ooy 469.0 3197.% 3.8 31,0 394.5 515.3 - -
wapital goods $1.5 25,5 Fry 354 1537 141.3 146.4 —— —
1R purcest of totall ‘ _
Warad 4 £.0.5. 190.2 005 1964 100.8 109.¢ 1008 - -
m 4.‘..3 b1 A§u 4‘5.? - » —— ——
Toodmeutls {8,231 £9.13 =3 5.7 6.8 5.8 _— -
12,31 1Gaai .3 z.i 0.1 Sl - e
Durstie Goets 3.5 2.9 5.3 3.0 2.9 .2 n— e
Sther {12.4) {18.2) 8.1 1.3 7.8 LN — |-
Poels (petTolwmae
and geriretives) 30.8 .3 15,8 - 4 36.1 - -—
Istarmadlioti Go0ss 2ie3 2.4 3¢.3 1.0 3i.4 34.2 -~ -—
Tapital gols 1£,1 38.2 8.3 iL.e 1.2 15.9 -— -

a. Based on bealance ~f payments cata. .
., Based on custems dara, without balance of payments adjusemiat.

Sourse: Fentral Baak of the Dominican Zepublic.




Takle 23. Dominican Republic: Summary of External Cebt, by Debtor

Millione of U.$5. dollars})

Prei.
pL - 1983 1964 1988 1996
Dude cxtstapdiog fend of paciof) 1,937 3.1 2583 308366 3,308.2
Bonfingncisi 1ic Imctor- £, 338.3 i 816.3 1,748.0 1,9%0.8 23,1086
s e =HET o e ] yorssa ] o
Shyert~tars . ial.2 68.% 8.0 x.2
Finsnclel Is sectos {mediom
3286.5 8455 872.8 $31.7 1,064.1
N ] oI eA =BT oy -
Fatioval Bousing Benk i5.4 2 .0 9.3 6.8
Privats sectof, sublic guersotese 31.5 i ] 3.0 87.1 2.3
PTivats 239,.3 258.8 146.9 1194 138.9
e . oE a4, pr ey
o tare is.9 1= i .8 It 3.6
el MOTESMILY aBa.t 9% 8 267.8 .7 X
Hoofinamicial Dudlic pector iTh A 7.8 331.9 173.6 185.8
DTN 326.4 17e.8 19%.3 177.8 0.7
Amortizatiog «1317.8 “176.4 =178.5 -ii7.3 ~$4€. 1.
AdTustamct 5.8 4.9 154.3 113.% 249.0
Thors-cerm inet) «30.2 %0.4 ~41.3 3.9 ~47.5
Fineseial iz sector® 3.4 £23.6 26.3 478 142.8
tiEEE’ﬁgg I3 33 pi oy o pT* ™ ]
Siabusteanets B6.2 8C.6 8.7 52.% 7.1
mmnuag =25.0 =27 ~31.4 ~191.5% ~168.7
€ 7.6 £87.4 ~20.9 186.3 424
flationn] Neusldg Bask -1.2 =-2.3 ~.1 9.3 2.3
Dl rsenes te 0.8 $.8 0.0 0.8 2.0
sl ~1.3 ~3.5 ~3.8 “Led
Aldaecwent .4 ~i.1 3o 2.9 -1
Pubiisly ouaresterd
rovate Sector -39 5.0 3.5 I%.2 7.1
Te 1] e a . - =
Y i 3.6 «Z.9 ~2.8 -16.7 -4.3
Adtustasst 0.7 -2.3 3.0 42.6 ~2.8
Privates o et -43.2 3.4 91,9 =18 5.1
Radice E _ga‘;-ugra {inee) =Y W By =13 =1
Platrsauan e 2.7 35.6 3.2 6.1 0.0
Amcreizeticg -24.5 =27.% -48.5 =39.0 g.C
Afsnstaent 1.7 2T -34.Q 33.1 Qa0
SLOrteTarn (oeTs =31.0 -13.4 -12.7 o.8 0.0

a. For oursoses of censistency with the fiscal accounts, only the Central Bank
and the sational Housing Bank are considered part of the financial public sectar
in this zabl : S

b. Changes in stocks shat are not the resuis of che disbursements. Includes
changes in stocks reflectin recliassifications among categories, as well as
valuation effects of exchange rate changes, and net impacts of accumulation/
decemulavion of arrears and rescheduling. :

e. Central Bank figure for 1983 includes both rifinancing of medium-term
obligations and refinancing of US$230 million of reserve liabili<ies as nedivm-
term debt. Figure for 1985 includes refinancing of payments arrears of both the.
€imaneial and non-financial mpublic sector o commercial banks, as well as 1985
payments due, and rescheduling of arrears and payments due to Venezuela and some
suppliers. The 1586 estimates include rescheduling of some f£irst-guarter
obligations to Paris Club crediters, plus addirional rescheduling with Venezuela
and some suppliers, as well as nearly all priancipal obligations to commercial
banks; plus substantial accumulation of new arrears o bilateral creditors.

Source: Central Sank of the Dominican Republic.




Takle 24.

{in millions of U.S. dollars)

Dominican Republic:

Medium- and Long-Term
External Debt By Creditor

1982 1 1933 if 1984 1985 1986
Total medium~ and loag-
term debt 1,625.8 2,i81.2 2,705.0 2,979.0 3,214.7
Multilateral 347.3 414.1 554_6 843.0 689.3
0f whizh: IBED 1i5.7 i39.1 150.5 156.1 150.1
IDB 190.1 23z.5 356.8 437.5 487.0
IDA 21.9 21.7 21.5 21.3 21i.1
IFAD i.8 3.2 4,3 6.8 8.8
IFC —— - 3-4 34-7 5:2
OPEC fund 17.8 i7.6 17.6 17.6 ir.1
Paris Club creditors 842,86 685.2 859.7 1,023.4 1,171.
0f which: Brazil i6.9 13.6 13.3 1.2 a.
Canada 3.8 g£.6 11.4 9.6 g.
France 3.3 2.7 9.3 14.1 17.
Japan 10.7 12.0 14.5 29 2 38.
Spain 114.7 137.6 i5390.5 182.4 228.
United 477 .6 4595.1 643.8 755.8 838.8
States
Other bilateral 302.3 328.2 340.5 391.9 426
0f which: Argentina 6.0 Q.0 17.6 246.1 24,1
China 0.0 0.0 2.0 2.0 2.6
Hexico 61.4 83.0 95.4 95.4 98.3
Yenezuela 240.9 245.2 225.9 270G.4 301.6
Commercial banks 330.9 752.6 843.9 Bi4.6 818.7
Suppliers, etc. 2.7 1.1 105.9 106.3 108.4
Sources: Central Bank of the deinican Republic; iBRD

Debt Reporting System.

1/ ©Data for 1982-83 are ta

ken from the IBRD debt report-.

ing system, and thus include only public-sector obligations.
Subsequent data are based on information provided by the

Dominican Republic authorities,

guaranteed private sector debt.

angd

include some non-



Table 25, Externsl Public bebt Suasary - Scheduled Dabt Serylce

paypents, 1987, by Creditor and by Debior®
{1n US$ Mi1130ns)

BY DEBTOR
Central Other
Central Bank (Iacl. Reserve Ppabllce
By Creditor Government FIDE} ChE Bank CEA Entorprises  Total Principal lInterest
Multilateral 74.3 93,0 18,6 - 4.8 8.6 199.3 120.7 8.6
1Hr - a1.8 - - - - 21.8 54.7 3.1
Yorld Bank=1DA 24.6 5.8 0.4 - 4.8 - 5.6 18,1 12.%
1D 21,3 5.4 1.6 = o 0.2 28.5 2,9 18.6
1FAD 0.3 = - - - - 0.8 0.3 0.5
Paria {lub 23,3 - 16.6 - - 8.4 48.3 31.6 18.7
QFBC "3 - - - - - *03 231 2!2
Bilateral Offjcial 6.2 145.9 10.6 - - 2.0 201.7 163.1 32.6
UGSAID 1.3 - - - - 11.3 5.0 6.3
PL-480 and C.C.C. 9.9 - - - 7.9 17.8 1.6 5.2
Ex=1w Bank - - 9.8 - 9.8 6.1 3.7
1y {Venervala 041
Bank of MNexico
{011 gaﬁtlllyi - 33.0 = - ~ - 336 0.7 L |
Othﬁra 0.6 0.3 0,8 - - 1.1 3.83 5.8 3.03
Banks 2.2 41.6 19,6 19,1 4,5 - 113,07 33,7 79,3
Wgwﬂ lﬁfﬁ ‘:I::l ] m : ‘m M Wnﬁ m 'y
TOTAL 135.4 1914 59,5 19.1 25,7 22.9 553.0 3415 209.5
Principal 72.4 191.8 29,6 1%7.5 10.} 14,1 343.5 - -
interest £3.0 99.6 28.9 1.6 T.6 .0 209.5 - -

Souyee: Centyal Bank,

T Yocludes foreign remerve tlabllities of the Cenlral Bank, other than liabilities to the IHF,

b. Includes Governmenta of Yensiucla {Centra! Bank of Venezuela), Canada, China, Prazil {Banco de Brastl}, Spatn (Instituto de
Credito Offcial), Germany (KFH!, and Japan (OIXF],

c. Includes Grupoe de Baucoa (Ceatral Government = deht yeschndullng = interest payments only - §11.,3 million) and Reestructuraclien
pancos Cowerciales (Central bank ~ interest payments only - 545.% million.)



Table 26.

bominican Republic:

External Debt, International
Regerve Liabilities, and Debt Service Payments

1942

1943

1984

1965

Prel.
1986

Eat.
1987

Ket pagments

198%

after debt relief
Prel.
1986

Total external llabiiities
Pxternal debt
Public and publiely guarantecd
Privale
International reserve liabilitles
of the Central Bank

Scheduled dobl zervice paymenis
Public and publicly guaranteed
Amorticalion
Interest
Private
Amcrtlnntiona
Intereat

Total external 1iabililien
Pxternal debt
Public and publiely guaranteed
Private
Central Bank peserve jlabllities

Scheduled debl service paywents
Public and publicly gurantesd
Private

mrmumnnnmnnnneweeeed] 111083 of 11.8. dollars) at end of yq&ru--‘wuuuu-qu-u«u

2,768
1,%36
1,697

19

852

416
A6
i
178
80
46
3%

3,164
2,531
1,291

139

632

409
LY E]
223
00
UL
39
8

3,402

2,199

2,652
147

604

592
509
156
153
/m
61
2

3,638
3,035
2,890

145

603

469
615
137
178
54
39
j 3

1,01
3,340
3,201

139

535

636
625
368
Piy)
11
Q
1}

403.9
3615
155%.6
205.9
42.4
18,3
24,1

303
a9
110
220
54
e
15

417
465
209
25
11
Q
11

e e v L W T T MW A W N W t?e"ce"t a( m}p] e T N R 0t A S A 0 A o R ST P Y 5 O G

40.5
28.1
FLPY

3.5
12.4

6.1
36,9
1.4
3.5
2.2

6.6
53.3
49.5

27
11,3

1.0
€4.9
61,8

3.1
12.9

9.4

59,92

57.4
2.5
9.6

wemuname=sev-Parcent of exports of goods and monfactor gervices,-mw==-mmooss

u"v*-uow-mn--ﬂﬂ-v-wrw—plus net prtvale tfﬁns‘etﬂ‘""“"

12.p
6.7
6.0

M0
29.4
4.6

G
2.3
543

42.8
392.3
3.3

ja.%
31,9
0.1

24.5
1.0
3.5

8.9
8.2

0.7

A A S WO L R Y . R

(Continued)
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mable 26. (Continued)

Het paywents
after debt rellef
frel, Est. ' Prel.

1982 19483 1984 1985 1985 1987 1985 1986

""‘"“‘"““‘"“"“-*"'““""""““'"llliom Qf u.s. mll‘rs.ﬁuﬁd“nmuﬁuﬂndﬂﬂ‘h.ﬁnhﬁﬂ-n‘

Memorandum Liems

Repurchases from the INY 2.5 8.6 9.7 3.7 46.0
NP charges (lncludlgq interest) 7.3 15.4 21.1 21.4 3.3
GhP at market prices 6,000 6,800 5,353 4,678 5,579

Export of goods und nonfactor
services, plus net privale

transiers 1,332 1,437 1,575 1,565 1,650

a. Amortization of madium~ and long-texm debt plus net amortization of short-term debt.
noes not include repurchases to the IMF or amortization of other reserve liabilities.

b. Includes interest on reserve liabilities, including IMF charges,

e¢. Implicit rates applied to convert GDP in Dominican pesos to U.S. dollar. 1982:
RD$2.0 per U.S., dollar; 1985: RD$3.1 per U.S. dollax; and 1986: RD$2.89 per U.S. dellar.

gource: Central Bank of the Dominican Republic.



Table 7. Dominisan Repubiic: Extersal Payment Arvrears

iMillions of T.5. doilacs)

b i 14 i 3383 19 i3 1988
Torsl atresrs i99.3 3is.4 354 pri R | 537.3 3.0 21s.3
Cantral Besk £
Tumwrve Lianilitiee 139.3 1E.5 £35.4 E ii2.¥ 6.3 W
m of —rwist 3.1 3.3 36,3 e 5.3 X 0.0
£7.4 #3.% 153.3 M. o 6.5 0.6
Prbay EITRAINS - 0.5 c.2 FEY a54.8 s1.8 1759
Cactral Bask, shori-terw
T1anIi it = 8.0 3.2 5.0 8.8 1.3 ¥ $.7
Parss Tlaty, total o ffer) &2 si.8 bz A3 .1 0.0
op prsviosmily
L.~ 3 0.8 - 8.0 o8 8.0 .1 k-1
D8 Sebt 2t previsusly .
2.0 L. a8 si.8 Hy: [ % %.9
empr afrirsal bilstaral
Creditors 2 .0 0.6 8.8 .8 3.7 35.0%
Comperciel Sasks 2.8 2.8 2.2 L8 187.2 (X 0.3
Meltiisteral crenitess 2.0 8.% 2.8 2.5 1.¢ [ % [ ¥
P fune TG o 5.9 2.3 1.8 3.8 [ ™ 3
= 2.9 o) .2 2.8 3.0 e.5 .0
pe ] -8~ o - %} 8.8 [- A3 [-X-J -5
Sppiiary, #2S. 8.0 2.2 2.0 S0 8.0 6.0 2.3

2., Lesters of credic accepted by the local importer. with countarpazt deposit
in commerciai Bank.

b, Iaciudes sight coliectiozs for which the importer has proevided paso
counterpart o the Central Bank (CODTRRTSS) 7 request? Jor exchangs transfers for
which no counterpars cepesit is reguized (gizos ¥ eransfarencias): and pending
trangactions whick will be settled with funds provided by USALID.

€. Prizarily leczers of credin. ‘

&. Reduction in arrears iscluded in Centzal Sank reserve liabilicieg reflects
medipmesers rescheduling of US$290 millilen of such liabilities duxing 1883,

e. Reduction in arrears during 1985, incleded the following:

Cashk ReschedZuled New

PRAYymART RITRAIS
Camezral Bask reserve liadilities 46.3 G.8 .0

Orher Central Bank nonreserve

lizbilities 27.8 [+ 3. 4.2
saris Club 24.1 154.4 5 I 4
Orher official credizers 1.3 T.9 1.0
Commeraial banks 281 4.1 8.0
muplzilareral crediter 2.8 3.0 8.3
Toral 12%.% 263.4 34.4

€. Tn addition, the Central Bank had arTears in payments due OB reserve
1iabilities of about US$LS miliilos wizth the Santo Domingo Accord and US$109
million with the Central Back of veseruela. The Sante Domingo liabilicies were
restructnred, while cbligasions with venezuela were under reneqotiation in early.
1887,

g, Assumes that arrears o venezuela under Saa Jose accord have been

restruetered. Restructuring bas sot been fizalized but is being implemented.

Source: GCentral Back <f the Demimican Republic.

-y £ %



Table 20. ODominican Republic: Net International Reserves

(Millions of U.S. dollars}

bDecenbror 31
_ 1940 1981 1982 wwaua 33# 1984 1985 198%
Tola) ~240,2 «391,1 =-701.08 ~780.6 -4, 9 =361.5 ~164.0 =613
Central Bank =211.2 «122.1 =672, 6 =137.49 ~478,1 «331%.9 «248,0 ~§53,.1
Rusatls 175.2 81.% 172.4 208.3 043 260.0 355.4 B35
Gold 72.8 50,7 43,7 3.} Y P | 1.9 5.9 1.2
Sight doponils and Curyency 157.7 142.4 103.5% 60,5 60L % 116} 246.9 3B
Tine deposits 16.2 £9.0 4.0 12.6 2.6 62.1 5i.4 6.9
DB bonds 1.8 1.0 1.8 i.b 3.8 1.8 1.8 0.9
UBAID Jetiers of credil 1.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0
jtems In traneit 4.5 28,3 17.7 6.0 26.0 17.9 17.0 13.9
SDR holdings 0,0 1.9 0.5 0.2 0.2 0.4 3.6 0.0
IMP reserve Lranche 9,6 0.0 0.0 1.7 LY 0.0 0.0 0.9
Bilateral agreementns 6.0 0,6 1.1 4.7 4.2 1.8 0.0 0.7
Llabilities ~407.9 =60%.4 ~§52.0 ~942,1 -632.4 -601,9 ~603 4 ~536.6
Arvears e AT % 63, %} 182,12 18,2 ~78.2 =307.2 66,2 ~&0. 4
teiters of credit =102, 1 ~35%.% =254, =290.7 0.0 «%.3 0.0 0.0
Bilateral agreements =105, 7 19,8 1108 ~1)9,3 =139, 3 ~BX.6 «FF.6 ~34.3
sante Donings agreement 0.0 «26.8 31,46 =31k,6 =3},6 ~31.6 =33,.2 «17.8
se of INF %meﬁgm 1.5 *23.0 1.6 - 46,2 =246.2 23,3 =397.0 ~306,0
1DB deposil =15.8 6.0 0.0 0,0 0.0 0.0 0.0 G.0
Contyal banks 64,2 =61.0 ~5).7 YN 4%, 46,7 =301 ~33.9
Forelgn commercial bLanks - 104, } -84, 8 ~65.0 =%3.8 ~34.B ~4,.8 4.6 =40
Central hank of Venerueln 0.0 0.0 ~(%,0 ~59.6 ~59,6 93,9 ~103.2 ~109.4
Veneruelan Investment Fumd 0.4 0.0 7.0 =15.0 ~15.9 0.0 0.0 0.0
Ranco de Mexico, BA 0.0 0.0 0.0 0.0 0.0 3.6 0.0 6.0
Bank of MNova Gootla 0.0 0.0 0.0 8.0 0.0 .0 ~1,3 0.0

{Cont Inued)



Table 28. (Continued)

Decesber 31
1980 1981 1982 1983° 1983” 1904 1985 1986
Commercial banks «37.% -68.8 -22.2 «42.8 -42.8 ~16.6 84.0 91.8
Assels 127.3 M5 291.9 311.5 42.8 56.% 123.1 171.9
Liabiiities “158.8 ~341.3 3.1 «376.3 -85 .6 ~0%,1 ~39.0 a0.1

a. Without rearrangement of liabilities due to commercial bank refinancing.

b, With rearrangement of liabilities due o commercial bank refinancing.

c. ‘.aounts owed to local commercial banks by the Central Bank for letters of credit
which have been paid by head offices or correspondent banks abroad.

d. Advance deposit made from the Venezuelan Investment Fund.

a. Includes amounts due to banks from the Centrai Bank.

Source: Central Bank of the Dominican Repulrlic,

#1

A



Table 29. United Siates Economic Assistance to
Dominican Republic, in dollars

FY1975-FYi988
In mullions USS; obligations

AAS16

PL480 PL480 —
Year DA i i B. S. ESF Total
Y75 55 0 55 0 0 0 111
FYT762 164 8 114 0 0 0 275
FY'77 9 0 94 0 ¢ 0 103
FY'78 1.3 0 39 ) g 0 52
FY'T9 264 139 6.8 0 0 0 471
FY'80 346 150 47 0 0 0 543
FY'81 174 142 44 0 0 ¢ 360
FY'S2 196 175 31 0 0 410 806
FY'83 265 230 23 0 0 80 59.8
PY'84 202 269 28 28 0 349 95.9
FY'85 301 405 17 26 0 95.0 1709
FY'S6 265 3090 17 16 ¢ 400 998
FY'87 195 129 16 ¢ 708 0ct 1048
Fyasb 200 200 13 g g 359 763
Totals 2742 2138 606 80 708 2530 8796

2 FY76 plus Interim Cuarter

b. Planning figures

c. Estimate 312-15 mdilion
W% An allocation of $138 million was approved early in 1988, see Chapter
Source: USAID Mission



Table 30, U.S. Bconomic Assistance to Dominican Republie, in local currency.
{Million of Pesos)

Percent Perceht Parcent
_ a of b of ¢ of
Programaed Total Authorized Total Released Total
FY 82-84 BSY |
I, Econom{c Stabilirvation 166 0.20 166 0.20 166 0.21
2. Private Sector Expavaion 43,420 52,644 63,420 52.44 43,403 55.55
3. Agricultural Divereification 3,055 1,69 3,085 3.69 3,055 3.9
4. Supporting Inframtructure 36, 157 43,67 36,157 43.67 31,508 40.3)
5, Other O .00 0 .00 0 0.00
Total 82,798 82,798 78,132
FY 85 ESF 12/84
i. Economic Stabilization 25,058 16.28 25,058 16.34 25,058 16.90
7. Private Sector Exponsion 51,910 33.73 51,660 33.68 50,224 332.87
3. Agricultural Diversfification 4, 000 2.60 4,000 2.61 4,000 2.70
4, Supporting Infrastrvucture 42,932 271.90 62,682 27,82 39,024 26,31
5 Other 10,000 19,49 30,000 19.56 30,000 20,23
Total 153,900 153,400 148,306
o "h
Yy 85 ESF 4/85
|. Economic Stabilfzation 1.800 5.40 1,800 . 6.14 7,800 6.42
2. Private Sector Expanaion 21,350 56.36 64,989 31.18 63,335 32.27
3. Agricultural Dvergification 54500 3,81 5,500 .33 4,258 3.50
4, Supporting Infraatructure 49,300 34. 43 48,700 38,35 45,9536 37.81
5. Qther 0 0,00 o 0.00 0 0.00
Total 144,350 126,989 121,549

a. Amounts jointly @taqrammed by USAID and GONR.

k., Amounts authorized for release by USAID,

¢, JNnounts released by GODR,



Table 30 (continued)

Percent'

Percent Percent
a al b 0 ¢ O :
_ Programmed Total Authorized Total Released Total
FY 86 ESF 12/85 | - ” |
{. Economic Stabilization 13,940 12.40 12,044 19,29 10,595 21.15
2. Private Sector Expanmion 35,022 3l.14 1,822 2.92 1,108 2.21
3. Agricultural Diversification 4,650 4,13 3,000 4.8} 2,180 4.35
4. Sepporting Infrastructure 56,072 44,52 40, 564 64,98 31,214 62.31
5. Other 8,780 7.81 5,000 8.0l 5,000 9,98
Total 112,464 62,6430 50,097
ESF Total (FY82-86)
i, Economic Stabilization 46,946 9,52 41,619 10.96
2. Private Bector Expansion 211,702 42,90 158,270 39.76
3. Agricultural Diveraification 17,205 3.49 13,491 1,39
4. Supporting Infrastructur- 178,861 36,24 147,702 37.10
5. Other 38,780 1.86 35,000 8.79
Tosal 493,512 398,084

a. Amounts jointly programme< by USAID and GODR.

b. Amounts authorized for release by USAID,

c. Amounts ¥oleased by GODR.



Table 230 {continued)

Percent Percent Percent
o o
Programmed® Tgtal Authorized? Total Released® Total
PL-480 1984
1. Economie Stabllization 5,792 8.16 5,792 8,69 5,550 8,99
2, Private Sector Expansion 1,000 1.4 1,000 1.50 1,000 1.62
3. Agricultural Diversification 5,490 7.2} 4,472 6.71 3,850 6.24
4, Supporting Infrastructure 44,817 63.12 41,492 62.25 37,424 60.63
5, Other 13,899 19.58 13,899 20,85 13,899 22.52
Totsl 10,998 66,655 61,723
PL-480 1983
I, Economic Stabiliration 35,600 31. 74 15,600 32,52 35,600 38.06
2, Private Sector Expansion 4,000 3.57 4,000 .65 4,000 4.28
3. Agricultural Diversiffcation 7,246 6.48 4,589 4,19 3,438 3.68
%, Supporting Infrastructure 51,137 45.5%9 51,127 46,11 36,449 38.97
Total 112,160 109,485 93,533
PL~-480 1986
1. Economic Stabilimation 41,300 35.42 33,500 91,26 0 ¢. 00
2. Private Sector Pxpansion 33,500 28,73 0 0.00 0 .00
3, Agricultuyal Diversification 13,000 11.15 0 000 0 0,00
4, Supporting Infrastructure 24,300 20. 84 0 0.00 0 0.00
5. Other 4,500 1.86 2,421 6.74 2,423 100. GO
Total 116,600 35,923 2,623

a., Amounts jaintly programned by USAID énd GODR,

h. Amounts authorized for release by USAID,

e. hAmounts released by GODR.



Table 30 (Continued)

Percent ' Percent - Percemt

a 4] . b ] . -0
_ Programmed Total Authorized Total Released Tatal
P1-480 Total (¥YB4-86)
1. Economic Stabiilzation 82,692 27.59 41, .50 26.10
2. Private Sector Expansion 38, 500 12,84 5,000 3.17
3, Agricultural Diversification 25,754 8.59 7,288 4.62
4, Supporting Infrastructure 120, 254 40,12 73,873 46.85
3, Other 12,558 10.68 30,368 19.26
Total 299,758 157,679
Combined ESF and PL-480
I. Economic Stabilization 129,056 16.34 84,769 15.25
%, Private Sector Expansion 250, 202 3,54 163,270 29.38
3, Agricultural Diversification 42,959 5.42 20,781 .76
4. Supporting Infrastructure 299,115 37.71 221,575 39.67
5. Other 71,2338 8,99 65,368 13.76
Total 793,270 555,761

a. Amounts jointly programmed by USAID and GODR.
b, Amounts authorized for releage by USAID.
c. Amounts relcased by GODR.

Source: USAID/DR.



Table 31.

SUMMARY TABLE

USAID/DR PROGREM OBLIGATIONS

{In $000C)
Planned
FY ¥y FY FY FY F¥
1983 1984 1685 1986 1687 1988
A. Development Assistance
ACGRICULTURE 20,633 16,830 17,010 9,087 10,093 8,000
Loans 18, 300 13,809 12,370 7,560 3,000 6,150
Grants 2,353 3,030 4,640 1,557 7,093 1,850
HEALTH AND POPU-
LATION 897 4,874 i,711 3,693 5,180 3,500
Loans - & ,00C - - - -
Grants g97 974 1,711 3,698 6,180 3.500
EDUCATION 2,300 7,140 7,638 &,531 2,400 2,850
ioans 1,550 4,964 1,036 - - -
Grants 250 7,176 6,402 6,531 2,400 2,850
S$PECIAL DEV.
ACTIVITIES,
INCLUDING
PRIVATE SECIDR 2,498 1,402 3,919 7,175 799 5,850
ioans 1,500 - S40 3,700 - -
Grants 998 1,402 3,379 3,475 799 5,650
TOTAL 26,528 30,346 30,078 26,301 19,472 20,000
Loans 21,350 22,764 13,946 11,240 3,009 6,158
Grants 5,178 7,582 16,132 15,261 16,472 13,850
B. ESF - TOTAL 8,000 34,000 95,000 40,000 - 35,000
Loans . £,000 34,000 - - - ' -
Grants - - 85,000 40,0C0 - 35,000
C. Pi-480 - TOTAL 25,293 28,805 42,181 31,733 14,510 21,294
Loans 23,000 26,000 40,500 30,000 12,900 20,000
Grants 2,293 2,805 1,581 1,733 1,610 1.294
D. Section 418 - 2,755 3,578 i,873 70,800 -
GRAND TOTAL 59,821 95,965 170,837 99,807 104,782 76,294
Source: USAID/DR=--PRG
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|  Table 32a. USAID/DR Program, Classified by Project
Projects Supporting Objective of Increase

d Agricultural Production

Obiigations

New (¥} Type of Lop v/a/ E::& Fy- FY- FY- -

Title Numbey Ongoing (0) Funding {$000) _ e FY-86 1987 1688 1969
On-Farm Rater Management 517-0159 0 - 83 DA 12,000 L 12_.'000 - “ =
E9F {1,133) LC (1,133) - - -

PL-480 {5,930) LC (233) {2,500} (2,000) {1,197}

Rural Bavings Hebllira- 517-0179 0~ 83 ba 950 G 950 “ - -
tion ESF- {320} L {320) - - -
PL~480 {183} 1L (183} - - =

Agr. Policy Analysis 517-0156 0« 84 DA 500 G 500 - “ -
ESF (469) | £ {460) - - -

Pl-480 (233} | KN (233) - - -

Sugar Diversificalion £17-0236 N - 87 DA 5,000 <] - 5,000 - -

5-416 (70,200) L - {70,800} -

EgF (633) LC - {833} - -

Dalyy Development 517-0241 N - 87 DA 2,000 G - 2,000 - -
S5-416 (5,000) il - {1,000) {2,000} {2,000}

Compevcial Farming 517-0214 N~ 87 DA 4,000 G - 1,775 625 1,600
Systems 10,000 L - 3,000 7,000 -
ESF {10,000) [Py - (3,333) (3,333) (3,334)

PL~4B0 {G,500) IC - {1,500) {3,333 {1,667)

{Agribusiness Promotlion 5170388 0 - 0%) DA (2,500 G {2,500) - - ' -
{17,300) L (17,300} - - -

ESF {31,103) ¢ (20, 560) (7,900} (2,643) ) -

FL~480 (16,000} i - {5,000} - {5,000}

(Rural Dev. Mgt. 517-012% 0 - 8]) DA (1,600] G {1,600} - - -
PL~480 {1,000} Ic {500} (500) - -

{Agr. Bactor Training 517-0160 D - 83} DA {5,000) L {5,000) - - -
Pl-480 (48) Ic (8 (s (35) -

Agr. Production Credit 5317-1C~01 ESF [14,787) 1c {14,707) - - -
PL-460 {19,084) 1€ {14,804) - {1,000) {4,000)

Agr. Productiou 517-1L-02 ESF {618) w (618) - - -
Diveraivication PL-480 (3,885} 1c {2,218) {1.667) - -
Asgistant to PVOs 5173003 Esp (2,021) i f1.354) “ {667) -
PL-400 {3,600 c (831) (667} {433} {1,667}

Source: FY - 1988-89 USAID/Dominican Republic Action Plan
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Table 32b, USAID/DR Program, Classified by Project
Project Supporting Objective of Strengthening the Private Sector

_ Obligetions
Cua. )
Hew (M) Type of Lop L/6/ thra Fy- FY- Y-
Title Rumber Ongoing {0} Funding {5300} LC FY-86 1987 1988 198¢
Small Industry 517-01%0 0~ 82 DA 050 G 8590 - - -
5,000 L 5,000 - - -
Micro-Business Dev. (0OPG) 0208 0~ 8¢ DA 499 G 499 - - -
o ESF {1,083} LC {450) (333) (300} -
PL~480 {667) 1L - {333) - (334}
Privatization/Debt Convers, 0237 H- 00 bA 5,000 G - - 5,000 -
ESBF (10,000} 1L - - (4,000} (6, 000)
Ingustrial Frod. Tech. 0238 N~ 88 DA 3,000 G - - - 3,000
6:000 1 - - - G.QGO
ESF {7,000) LC - - - {7,000}
Artigana)l Promotion {OPG) 0240 N ~ 67 DA 04 G - 700 - -
{Groduate Management Training 0187 0 - 83) DA {6,500) G {6,500] - - -
ESF 12,733) 1c (1,330} {ro} {1,333 -
{Agribusiness Promotion 0188 0 ~ 835 bA {2,500) 6 {2,500) - - -
Il?.30l)) L ‘17;3(}@, - - -
ESF {31,103) LC (20,560) {7,900) (2,643} -
PL~ 460 (10,0001 1€ - (5,000} - {5, $00)
{Devolopment Tralning 0216 0 -~ B6) DA {7,000) G {4,500} (500} (1,200 {800}
{Sugar Diversification 0236 h - 87) DA {5,000 4] - (5,000) - -
5416 {70,800) 1L - (70,8000 - -
ESFP {a3a) ic - {833) - -
Assiplance Lo POs 517-1£-03 0~ 83 ESF (3,068} i {1,138) (283) £667) (1,000}
Pl 480 (1,007} I {4201 (667} - -
Private Secltor Studies 517-10-04 0 -84 ESF {230} LEH (230) - - -
PL-480 (245} 1€ (245) - - -
Strengthen Private Seclor 517-LC-1% 0~ ESF {9,953) e {4,400} {220) (2,000) {31,333
Source: FY ~ 1988~-89 USAID/Dominican Republic Action Plan
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Table 32¢. USAID/DR Program, 61aésified'by Project
Projects Supporting Objective of Export Promotion

_ Obligstions
Cum,
New (N} Type of LOP L/es thru Fi- Fy- ry-
Title Humber Ongoing (0}  FPunding (5000) | En FY-g6 1947 1948 1989
‘Agribusiness Promotion 517-0168 o - 85 DA 2,500 G 2,500 - - -
17,300 L 17,300 ~ - -
BESF {11,103) 1 (20,560 (?,900) (2,643} -
PL~480 {10,000) 7 - {5,000] - {5,000}
Biport/Investment 51705490 0 - 8% DA 6,000 G 4,800 820 KLt -
Promotlon ESF (2,422) 1L {2,006) (166} {250) -
PL~ 480 (600) LC - (167} - (333)
{Commercial Farming 517-0214 H~ 87} DA {4,000) G - (1,775} (625} {1,600}
Bystems) (10,000) L - {3,000} {7,000 -
i1 {10,000} 1 - {3,333) {3,333) §3,334)
i"L-480 (6,500} e - {1,500} {3,313) {1,667)
{Art.1aenal Promotlon) 517-0240 N - 58) A (700) G - - {700 -
Free Zone Development 517-0C-05 0~ aa ESF (21,9100 1w (10,660} (2,667} (5, 250) (3,333
Tourism Infrast./GPriC 5] 7-1C-00 0~ a6 ESF (10,000} e {10,000) - - -
Source: FY - 1988-89 USAID/Dominican Republic Action Plan



rable 33. Timeliness of LC Deposits Made by GODR under
ESE Program
Pate of Date Local Azount of
ESY Dellar Cash Currency RD Pesos Compliance

Dishursesent Transfers Deposited Deposited with Covenant

isz tranche

(350,000,000}

1985 EST Agveement 12/26/84  12/26/84 1,000,000 Timely
03/29/85 126,000,000 2 mos. late-
g1/31/86 8,000,000 12 mos. late
Pending 18,300,000 34 mos. late

as of 11/16/87
2nd Tranche }

{$45,000,000}

1885 EST Agreement

Anmendment No. 1 L/26/85 02/20/86 142,630,000 9 mos. late
G2/18/87 1,800,000 21 mos. late
Pending 200,000 30 mos. late

as of 11/16/87
3rd Tranche

{$40,000,000)

1986 ESF Agreement 12/27/87 04/01/86 35,800,000 Timely
04/30/86 74,200,000 Timely
02/18/87 4,400,000 9 mos. late

Source:

USAID/DR Aundit Repeort

. §
!
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Annex 1. Macroeconomic Developments by Policy Areas
Public Finance

The Dominican public sector consists of the Central Government and
public enterprises, the largest of which are the Dominican Electricity
Corporation (CDE), the National Institute of Price Stabilization (INESPRE), the
State Sugar Council (CEA), and the Corporation of State Enterprises (CORDE),
2 hoiding company for enterprises that are partly or wholly owned by the
state.

From 1980 ito 1986, public sector deficits have averaged roughly 46
percent of GDP. This figure excludes the BCRD's quasi-fiscal deficit, which
since 1982 has arisen from losses incurred by the bank in assuming the
external debt service payments of the public sector. In 1985, the quasi-fiscal
deficit fell to 1.4 percent of GDP from the 1984 level of 25 percent, because
of government transfers to the BCRD. However, in the absence of such
transfers in 1986, the deficit rose to 23 percent of GDP.

The deficits of the Centrai Government over the past seven years have
followed a certain rhytiun, with modest increases in revenue being offset by
larger increases in expenditures Following 2 12 percent declipe in 1981, from
24 to 21 percent of GDP, the deficit climbed to 2.8 percent of GDP in 1982
Modest improvement in 1983 and significant improvement in 1984 (from 25 to
07 percent of GDP) were due to an increase in revenues and a decrease in

' : _\\?_'



expenditures relative to GDP. The principal boost in 1984 revenues came from
a 60 percent increase in pelroleumn product prices. But in 1985 and 1986,
increases in capitai expenditures outpaced revenue growth, leading to deficits
of 67 and 12 percent of GDP, respectively.

Since 1989, taxes have provided an average of 86 percent of Central
Covernment revenue, the remainder coming mostly from dividend payments of
the state-owned Rosario Goid Mining Company. Some key revenue messures
were incorporated in the January 1985 adjustments: {I) an exchange surcharge
of 36 percent was levied on iraditional exports and 5 percent on non-
traditional exports:u (2) prices of refined petroleum products were raised,
reflecting an increase in oil taxes: and (3) the taxable value of imports
reflected the market exchange rate rather than the 1984 rate of 2 pesos per
US. dollar. These revenue measures resulted in 3 near doubling of tax
revenues in 1985, the majority of which (RDS 550 million) came {rom the
export surcharge. Totsl Central Government revenue rose from 112 percent of
GDP in 1984 1o 156 percent of GDP in 1985. Revenues were down in 198
despite the fact that excise tax receipis on petroleum preducts rose, even
though oil prices fell; only part of the decrease in cil prices was passed on io
consumers. From Jenuvary through June of 1987, Central Government revenue
performance had cclipsed revenue performance for the same period in 1986.
The 13 percent increase is due largely to higher dividend payments from the
Resario Gold Mining Company resulting from the rise in gold prices, and to
the collection of corporate income iax arrears.

Petween 1980 and 1984, Central Government expenditures had a
downward trend relative to GDP, from 16 percert in 1980 to less than 12
percent in 1984, attributable to declines in current expenditures. From a3 1982-
83 average of 10 percent of GDP, current expenditures fell to 9 percent in
1984, because of a reduction (relative to GDP) in wages and saizries 25 well as
a suspension of interest payments on debt. Tae peso depreciation that
foliowed the unification of the exchange market in 1985 was responsible for

11. The 36 percent surcharge on traditional exports was reduced to 18
percent in January 1986 and eliminated in June 1986 the 5 percent surcharge
on non-iraditionsl exports was abolished in January 1986.



the increase in Central Goveraunent expenditures in 1985 to 164 percent of
GDP from 12 percent in 1984 A 25 percent reduction in current transfers to
public enterprises and a suspensicn of transfers ic some state enterprises
resulted in a decline in total expenditures, to 155 percent of 1986 GDP. The
first six months of 1987 saw a marked improvement in Central Government
operations. While revenues increased by more than 13 percent in nominal
terms, expenditures increased by less than 3 percent, even though capital
expenditures nearly doubled.

The primary sources of revenue for public enterprises are income from
operations and Central Government transfers. Purchases of goods and services
represent the biggest drain on revenues. From 1981 to 1984, the combined
deficits of the four major parastatais declined. In particular, CDE’s current
deficit fell between 1980 and 1982 and registered surpluses in 1983-84.

But because of high operating costs and tariffs, which do not accurately
refiect production costs, as well as problems with payments and collections,
the four parastatals incurred increasingly large deficits in 1985 and 1986.
Their combined caficits in 1985 reached 39 percent CDP before Central
Government transfers and 14 percent after transfers. The situation
deteriorated further in 1986, when the deficit climbed to 4.1 percent of GDP
before government transfers and 18 percent after iransfers. Furthermore,
the unification of the exchange rate in January 1985 necessitated significantly
larger outiays for imported inputs, but no commensurate adjustment to tarilfs
was made. From 1984 to 1986, combined expenditures increased from 14 to 16
percent of GDP, yet combined revenues were only 11 percent of GDP in 1986,
up from 10 percesnt in 1984.

Monetary Policy

The principal tools of monetary policy are reserve requirements and
government-roguiated interest rates!? Given the sophistication of financial

12. in 2 recent monetary deveiopment, the Monetary Board announced in
November 1987 the introduction of 3 16 percent exchange deposit on exports.
Under the measure, designed to contract liquidity temporarily, 10 percent of
the peso value of exports will be deposited in 3 special account at the BCRD



institutions and the variety of financial instruments in the DR, the evolution

of the financial system seems {o have reached a level where the BCRD may be
able to use open market operations as an efficient instrument of monetary
control

There is an inherent problem with tae use of interest rates as a
mechanism for monetary policy — an archaic usury law that places a2 12
percent ceiling on loan rates; lending institutions are, however. permitted to
add a few points for fees and commissions. The formal financial sector is thus
hamstrung in its ability to atiract deposits, however, the burgeoning informai
financial sector, which until very recently had been unregulated, has offered
rates well above the government interest rate ceilingl3

in an effort to adjust interest rates in 1982, the authorities raised the
interest rate ceiling oa time, savings. and demand deposits, and also gave
approval 1o financial institutions to issue high-yield financial certificates. The
range of interest rates on time, savings, and demand deposits was raised from
65 1o 95 percent; however, the rate was not readjusted. as it should have
heen, when the value of the peso began to decline. The f{inancial certificates
have returns linked to international mouney market rates, but the minimum
denomination was quite nigh — RDS 200,000 for commercial banks and RDS
100600 for development banks. In January 1985, the Monetary Board changed
the completion of these securities by (1) reducirg the minimum denomination
to RDS 10,000; 2) reducing the minimum maturity to 180 days from one year;
and (3) raising the maximum interest rate from 16 to 18 percent In
September 1986, the maximum rate was lowered to 16 percent

Reserve requirement policy has been used for quantitative, and
unfortunately, selective credit control As such, it is riddled with loopholes,
which reduce both the effective reserve requirement and any impact that
monetary policy is intended to have. As an example, the Monetary Beard
adopted measures in january 1987 to phase out marginal reserve requirements

for 90 days at 1 percent per month

13. In January 15987, the monetary authorities set interest rate ceilings on
permissible deposits, imposed reserve requirements, and stipulated that 25
percent of iending must go lo productive sectors.



by December 1987 and insiail 3 unitary system of reserve requirements of 30
percent on financial certificates and on time and savings deposits. However,
up to 45 percent of reserve requirements may be satisfied with government

securities issued to finance development Requirements may also be fuifilled
using loans granted to CEA

Further evidence of the use of the reserve requirement mechanism as a
selective rather than a guantiiative tool of monetary policy is government
concessions granted in 1986. In three specific instances. banks were allowed
to raduce their reserves in order to supply credit to finance (1) the planting
of rice and beans, (2) INESPRE's purchase of the 1985 rice crop, and (3) the
State Sugar Council Moreover, the BCRD's siringent policy on rediscounts
and advances was loosened to enable the Reserve Bank to rediscount RDS 115
miliion in loans to the Agricuitural Bank.

The efficacy of reserve requirements as 2 means of restricting the flow
of credit has been seriously hampered by the Bance de Reservas, the
government-owned commercial bank. QOver the years, the bank has increasingly
relied on reserve requirement deficiencies to service public secior credit needs.
The deficiencies reached RDS 100 million at end 1983 and RDS 77 million at
end 1984 The bank has at times even resorted to the use of overdraiis to
provide for public sector cradit needs that the BCRD refused to provide. At
end 1983, overdrafis climbed to RDS 60 million but they fall to RDS 7 million
at end 1984

Balance of Payments

During 1980-84, the Dominican Republic experienced large current account
deficits, averaging 56 percent of GDP, financed primarily through the
accumulation of external arrears. The overall balance-of-payments deficit
improved significantly in 1984, from $366 million to $138 million, driven by
major improvements in the current account deficit and 3 more than doubling of
the capital account. The current account deficit fell 38 percent in 1984, to
roughly $260 million, resulting from an 1l percent surge in exporis and 2 20
percent increase in tourism receipis



Merchandise exports declined 15 percent in 1985. However, a 65 percent
improvement in the services deficit, from $136 miilion to 347 million,
contributed to a slight improvement in the current account deficit of 8
percent; the current account deficit relative 1o GDP, however, rose slightly to
51 percent Huge positive errors and omissions (from $41 million in 1984 to
$256 in 1985) contributed to the 40 percent improvement in the overail deficit
{to $84 million). The reduction of the overall deficit, coupled with debt relief
from official creditors and commercial banks amounting to almost $630 million,
facilitated 3 $347 millicn reduction in external payment arrears.

The f2il in both oil prices and international interest rates [acilitated a
reduction in the current account deficit relative to GDP, from 3.1 percent in
1985 to 3.1 percent in 1986, Lower sugar earnings were offset by the increase
in coffee export receipts owing to higher world coffee prices. The
improvement was attributed to a strong performance in the nontraditional
export sector as well as increased earnings from tourism. Nonetheless, a 73
percent reduction in the capital account, because of a surge in net outflows
from the public secior and a reduction in net capital inflows from the private
sector, resuited in an incresse in the overall deficit to $154 million from 584
million in 1985. Financing of the deficit was provided by 5165 million in debt
relief representing rescheduling of principal obligations under the MYRA and a
$108 million accumulation of externa! payment arrears.

Estimates for 1987 suggest a further reduction in the current account
deficit, to rough'y 5152 million, representing a 16 percent improvement over
1986. Becsuse of the diminished US. sugar quota and a slump in coffee
prices, the trade account is expected to worsen. Nevertheless, the continued
growth of tourism receipts is expected to bolster the current account.

Large positive errors and ormissions, believed to have resulted from |
deposits in the informal financial sector by Dominicans living abroad,
contributed to the financing of the current account deficits in 1985-86. The
fact that receipts from private remitiances and tourism are estimated by
indirect methods might also account for the size of this item. It is believed
that the large inflow of capital to the informal financial sector in 1985-86 was
triggered by the depreciation of the peso. Considering the indirect methods
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for calculating tourism receipts and capital repatriation, and also lingering
doubts about the continuation of capital inflows in magnitudes equivzient to
those of 1985-86, net errors and omissions zre estimated to equal roughly 350
million in 1987. This will result in an overall deficit increase from around $40
million to S195 miilion. Implicitly, a larger positive errors and omissions figure
would mean 2 smaller financing need.

From 1982 to 1985, roughly 59 percent of export earnings have come from
traditional exports {sugar, coffes, cocoz, tobacco), with ferronickel, gold, and
silver accounting for another 30 percent Sugar exports remain the largest
source of foreign exchange, despite the fact that sugar receipts have been
erratic because of fluctuations in world prices. Moreover, progressive
reductions in the US. import quota of Dominican sugar makes continued
dependence on sugar exports as the source of foreign exchange less and less
viable.

The three other main exports, coffee, cocoa, and tobacco, together
constituted 28 percent of 1986 export earnings. Receipts from all three fell in
1985 because of quota limitations or declining world prices or some
combination thereof.

Prospects for nontraditionai exports such as pineappies, melons, cotton,
textiles, and piastics are good. They are permitted duty-iree entry into the
United States, to which more than 70 percent of Dominican exports are
destined, under the CBL

The total vasive of imports has been fairly stagnant from 1982 to 1986,
ranging between $125 and $129 billion per year. The notable exceptions have
heen petroleum and petroleum-based products which fluctuate in response to
gyrations in world prices.

The Dominican Republic stili maintains 2 system of import and export
controls, which serve as disincentives to the trade sector and thus impede the
efficient flow of trade. Laws graating exemptions on import duties and income
taxes are intended to promote domestic industry. They are discriminatory,
however, because their application is selective. Furthermore, the exemptions

e



are fiscally imprudent since many of them were established prior to the 19%5
exchange rate unification, when the official peso rate was on 2 par with the.
U.S. doilar and imporis were undervalued.

The Monetary Board issued a resolution in November 1987 i imposing a 20
percent exchange surcharge on nonessential imports; however, the surcharge
will not be levied, on public sector imports or on imports of essential items
such as food, medicines, and petroleum. Although not explicitly stated, this
measure is expected to be temporary.

Brief mention has been made of the wrong signal sent to the exchange
market by the Monetary Board resolutions of February 19, 1987. A somewhat
detailed analysis of Resolutions 9 and 10 of February 19, 1987 is given below.

1. Resolution No. 9 of February 19, 1987 amends Resolution No. 13 of
January 23, 1985, regarding the submission of documentation to
BCCRD for foreign exchange payments. Resolution 13 of fanuary 23,
1985

a.  Covered paymerts for imports of goods and service, with the
exception of payments effected through special dollar accournts
with commercial banks:

t. Required that these payments be made through the domestic
banking system;

¢  Required verification by the BCRD Foreign Exchange
Department that the import is properly documented (with
sanctions and penalties for delay in submitting or failure to
submit the documents, and for irregularities).

2 In contrast, Resolution 9 of February 19, 1987:

2 Covers foreign exchange payments in general, including
payments effected through special doilar accounts with
commercial banks;

b. Requires that these payments be made through the domestic
banking system;

¢.  Requires prior verification and approval of the documentation
by the Foreign Exchange Department The importer would have
Eo show such approval for the clearance of goods from the
Customs.



For the time being, the intention of Resoiution 10 of February 19,
1987 seems to be to find a market-related method of determining an
appropriate exchange rate for possibie BCRD intervention in the
exchange market — a rate that woula closely follow the "underlying”
trends in the exchange market but would avoid the excessive day-
to-day fluctuations. However, this resolution does empower 3CRD to
fix an “official” exchange rate which may differ significantly from
the market rale.

The following is & summary of the measures concerning the exchange
system contained in five Resolutions adopted by the Monetary Board on
November 12, 1987.

First Resolution: This is the most important resolution.

An international payments system based on a unified and
flexible exchange rate is established.

The international pzyments system will consist of an
oificial market and a free market, each with its own
coverage of transactions ("segmentados”).

The unified exchange rate will be determined in the free
market. The BCRD will make daily announcements of the
unified exchange rate based on a weighted calculation of
the previous day's operations of commercial and exchange
banks in the free market As explained in the BCRD
press release at the time of publication of these
resoluticns, the calculation will be a weighted average of
the selling rates of the previous day.

The official market will receive foreign exchange from
exports of goods and specified services; free industrial
zones; foreign grants, loans, and investments; credit cards;
and net profits from free trade zones.

The official market will provid: foreign exchanz= for
petroleum imports; public sector imports of goods and
priority services; external public debt service; pending
private sector imports in the priority list specified in the
second resolution of the Monetary Board of July 13, 1987,
under letters of credit or suppliers’ credits (collections.
drafts, transfers); and pending imports of foreizn direct
investment firms. '

The free market will receive foreign exchange from
private remittance, tourism, casinos, and private holdings.

The free market will provide foreign exchange for private
sector imports of goods and services, nonpriority services



of the public sector, tourism, private sector external debt
services, profit remittance, and capital repatriation.

Prior BCRD approval wili be required for all internationat
payments made through the official market and for some
internaticnal payments made through the free market,
such as technical services, royalties, profit remittance,
and capital repatriation.

BCRD approval will not be required for imports of goods
and services channeled through the free market, other
than those mentioned above.

Second Resolution:
A 20 percent exchange surcharge (Comision de Cambio) is levied on

the FOB vaiue of nonessential private imports in pesos at the
unified exchange rate prevailing on the day the tax is paid. The

sixth resolution of January 8, 1967 (with its subsequent amendments), |

which levied 2 2 percent exchange surcharge on imports (raised to 5
percent in May 1987), is modified accordingly.

Attached io the resolution is the operative mechenism for collecting
the 20 percent exchange surcharge.

Third Resolution:

The authorization system for opening dollar accounts in commercial . '-
banks to pay for imports of goods and services is reestablished,
subject to the required submission of documentation to the BCRD
‘within five days of undertaking the operation. o

These dollar accounts may zlso be used, with prior BCRD approvai, i T '-

for capital repatriation, technical services, royalties, and profit -
rernittances. o

Fourth Resolution:

The 2 percent exchange surcharge (Comision de Cambio) on expdrts, o

established under the sixth resolution of January 8, 1987, is .
~abolished.

Fifth Resolution:

This resolution creates 2n exchange deposit (deposito cambiario) in

the BCRD, equal to 10 percent of the local currency value (at the

unified exchange rate prevailing at the time) of exports (except free

industrial zone exports) for 90 days 3t 12 percent annual interest.

Several observations may be made about these measures.

B \;E"Uf:_
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i The BCRD’s "messing around” wiih the exchange system between
February and October 1987 had disastrous consequences (weakened private
sector confidence, reduced inflow and increased outflow of foreign exchange,
and hence rapid exchange depreciation), the reverse of what was intended. In
sharp contrast, the first resolution establishes a market-determined, flexible
exchange rate — a “clean” float. In moving immediately to 2 unified exchange
rate, the authorities have perforped better than was envisioned in the July
1987 report of ALD. consuitants'® on the exchange system. This is a
courageous and giant step {given the background of the past few months)
towards monetary stabilization and economic recovery, and deserves
encouragement and tangible support However, if the benefits of this policy
measure are to prove lasting, adequate fiscal and monetary measures must
accompany it

2. It must be emphasized that the new exchange system represents o
dual exchange market with a single ("unified”) exchange rate — not a dual
exchange rate. The two markets are separate ("segmentadoes”) in the sense
that each has its own sources of supply of foreign exchange and caters to
specified categories of demand for foreign exchange. The transactions assigned
16 each market closely follow the recommendations of the July 1987 report of
ALD. consuitants on the exchange system. The dual market arrangement has
proved workable in the DR in 1985-86, and will remain workable as iong as the
for~ign exchange inflow into the official market is adequate to satisfy the
demand in that market If the inflow is inadequate for any length of time,
strains will appear and the survival of the free exchange system will depend
on the authorities’ commitment to adopt market-oriented policy responses and

to refrain from exchange controls.

3 As further evidence of their adherence to such 2 commitment, the
authorities have announced that the BCRD will seli foreign exchange 1o the
free market, when its holdings exceed a certain “strategic” level. In fact, the
Central Bank sold $163 million for pending private imports on the priority list
(see first resolution), thus "demonetizing” RDS 723 million. The BCRD has
also reiterated that commercial and exchange banks may henceferth buy and
sell exchange freely (Listin Diario, November 17, 1987).

4 As indicated in the BCRD press release at the time of publication of
these resclutions, the 20 percent exchange surcharge on nonessential private
imports (second resolution) is a fiscal measure expected to yield some RDS 700
million annually. The proceeds are to be deposited in the BCRD and are
destined for external debt service payments of the Central Government and the
public enterprises. This tax is similar to an import surcharge, and. as such, is
expzcted to be temporary, even though the resolution does not describe it as
temporary.

3. The reestablishment of the authorization for cpening dollar accounts
in commercial banks to pay for imports (third resolution), aithough not
necessary for the functioning of the free exchange system, represents a signal

14. Inciuding M. Haris Jafri as one ¢f the team members.



that taiée exchange system has returned to the “normal” state that prevailed in
1985-8b.

6. The abolition of the 2 percent exchange surcharge on exports
{fourth resolution} is 2 welcome move to encourage exporis.

7. The 10 percent exchange deposit on exports (fifth resolution) is a
monetary measure, similar ic advance import depoesits, designed tc bring about
temporary contraction of liquidity. Assuming stable exports and no chasge in
percentage and duration of the deposit requirement, the following propositions
can be stated {as in the case of advance import depositsk

There will be 2 contractionary impact during the first 90 days as
the deposits build up.

Thereafter, the monetary impact will be neutral, since new
accretions of deposits would be offset by refund of deposits received
earlier.

Finally, when the system is abolished, there will be an expansionary
impact as the deposits of the last 90 days are refunded.

Hence, the contractionary impact will coatinue after the first 90
days, only if (1) exports increase; (2) the percentage of the deposit
is raised: (3 the duration of the deposit is increased; and/or (4
some combination of these three events takes piace.



ANNEX 2. SCOPE OF WORK

The contractor will undertzke an evalaation of the cash transfer programs
that have been provided by AID (since 1980) in jamaica and Costa Rica. This
will include work in Washington and in each couniry.

A The General Strategy of the Evaluation Study
A series of case studies will be conducted ultimately covering the range
of AlD's cash transfer programs. The case studies will assess the

achievemeni of program objectives and to the extent possible, the development

effects the programs have had. Individual cousntry cash transfer programs
differ in regard to the types of reform measures they support and their
provision of foreign exchange to the private sector for the impért of -
industrial inputs, spare parts, znd other items However, several generic issues
apply to all such p-ograms and will be examined by each case study so that
findings can be summarized or synthesized -- ie, so that the cases are

comparable and identify common patterns or results across the set of programs

studied.

The generic issues to be examined are: 2a) macroeconomic trends, b) the |

national stabilization and structural adjustment agenda supported by donor
agencies, ¢) ALD/s contribution to stabilization and structural adjustment, d)
the development effects of the implementation mechanism (eg. locsl currency
uses), and e) design, implementation management issues. These issues are

discussed below in more detail, describing the types of questions which should



be considersd. The content of the programs selected will, of course, determine
the exact scope of work for each case study to be developed prior to field
work {discussed in Section 6 - Procedures and Requirements).

The study will begin with programs in the Latin American and Caribbean
(LAC) Region where cash transfers have been used extensively. The LAC
Region’s appreach has been to develop a program with an initial set of
conditions and reforms which is then amended or succeeded by follow-up
programs in subsequent years, usually adding to or extending program
conditionally. In short, these are multi-year programs with considerable
flexibility in modifving program conditionality. LAC's programs have aiso
been underway long enough to have produced development effects, as well as
to provide insight into the design, implementation and management
requirements of cash transfer programs.

B. Study Content and Issues
The coniractor will accomplish the following tasks:
1. Macroeconomic Trends
Based on available studies and reports. the contractor will summarize
macroeconomic trends in the host country over the past decade. This
discussion should include

- Public sector revenues and expenditures disaggregated by major
source and use, including parastatals

- Monetary policy including controls on interest rates, exchange
rates and commodity prices

- Balance-of-payments trends including terms of trade, financing
of deficits, and the cousniry's repayment history (ie., has it
remained current)

- Major characteristics of the couniry's foreign trade regime
{principal import and export commodities, tariffs, quotas, and
other trade regulation)

2. Other Donor Stabilization and Structural Adjustment Program
The contractor will summarize recently completed and/or ongoing
major programs of other donors, particularly the IMF and the World Bank,




directed toward economic stabilization and structural adjustment This
discussion shouid inciude

- Funding levels, major objectives, conditions, and the degree of
compiementarity among the major programs

- Host country compliance with program conditions, inciuding the
enactment of reforms supported by the program

- Whether major implementation problems occurred, resulting in
delaying disbursement of funds, cancellation of the program or
modification of program conditions

- Results of the program regarding debt rescheduling or new
lending by commercial banks and/or other donor agencies

3 ALD's Stabilization/Structurali Adiustment Programs
The contractor will do the following

A ALD’s Overall Support for Stabilization and Structural
Adjusiment

in countries where ALD. is funding more than one program which
affects economic stabilization and steuctural adjustment (eg, PL-480, CIPs),
the contractor will first describe AID/s overall program as was done for the
other donors. This should include

]

Funding levels, major objectives, conditions, and the degree of
complementarity with other donor programs and with the ALD.
cash transier program

B The Cash Transfer Based Policy Reform Program - Conditicns and
Reforms Where Progress Has Been Made

The contractor will do 2 thorough assessment of the cash transfer
program which will inciude the foliowing

- Funding levels, major objectives, conditions, and the degree of
complementarity with other donor programs



Conditions which have been met and reforms enacted, either
partiaily or fully; time required: and factors {external and
internal) which have contributed to this progress

The significance of these reforms vis-a-vis other donor
programs -~ eg, did ALD’s program add to or expand the
overall stabilization and structural adjustment apenda, facilitate
implementation of reforms, etc

The effects of reforms enacted (or what is the potential effect
of reforms partizily enacted when fully enacted) in the
following areas: exchange rate, fiscal deficit axl government
revenues, privatization, deregulation, tax reform, export
promotion and trade policy

If appropriate, secto:-specific changes which are at least
partially attributable to the reform measures, such as the
structure of the sector, factors of production. labor supply or
demand, wages. savings, investment, distribution of land and
capital, supplies of imports of commodities or substitutes, the
organization and performance of markets and access to markets
by produces. demand and consumption of major products, price
changes in official and free markets, consumer and producer
prices, price stability/instability, sectoral production increases,
and others as relevant

Segments of the population that appear to have benefitted or
lost — financially or non-financially (food consumption, '
nutrition, livirg standards) — from the reform measures, and
those who have bteen unaffected either negatively or positively,
as well as an assessment! of how permanent or temporary such-
effects are likely to be |

Indication that during the course of ALD's program, the
country's balance-of-payments performance has improved (or
worsened), such as limeliness of payments, levels of payments,



levels of foreign debt, level of foreign exchange reserves,
export and import trends, economic growth rates and the
extend to which ALD’s program contribuled to these changes

Evidence that the program increased AlD’s influence or
negotialing in discussions concerning management of balance of
payments, foreign exchange or debt problems and/or expanded
AlD’s role in the host country’s policy development process

. Cenditions Not Complied With

Regarding program conditions and reforms not complied with, the

contractor’s analysis and report will discuss the following topics:

D.

Factors affecting non-compliance with program conditions (eg.
unrealistic time frame lack of host country commitment,
changes in external or domestic economic and political
conditions which made action difficult or impractical)

The significance of not taking these actions vis-a-vis overall
program objectives (ie. how does this affect stabilization and
structurai adjustment objectives)

As 2 result of non-compliance, sanctions imposed until
conditions were met, or revisions made to the program

The effects of broader US. foreign policy objectives on
compliance with conditionality

Suggestions/recommendations concerning possible courses of
action in the future to assist the host country to meet program
conditions '

Implementation Mechanisms
In policy reform programs using a cash transfer mechanism, program

implementation often requires the host country tc provide the locsl currency
equivalent of the dollar funding of the program for loans 1o the private



sector, or to support specific development projects. In addition. there may be
a requirement fo make foreign exchange available {o the private sector for
importation of raw materials. spare parts, equipment, etc.

- Discuss the advantages and disadvantages of cash transfer
versus other resource transfer mechanism

- Describe briefly the program’s local currency and foreign
exchange mechsanisms, the extent to which they were
implemented successfully, the significance (f any) these
mechanisms have had for the local economy (eg, allowed key
industries to operate at a higher level), and who benefited
most from the funds made avaiiable

- Discuss the administrative or management requirements these
mechanisms imposed on the host country and ALD, assess
whether these demands were manageable and recommend how
the mechanisms couid be improved and/or possible alternatives
which might iessen program management demands or expédite
implementation

E. Long-Run Development Impact
To a2ssess the extent to which the policy reform programs contribute
to long-run improvements in ouiput, employment, and living standards, the case
studies will look for evidence that

- The structural reforms impiemented to date have improved
export performance or the prospects for increased exports

- The structural reforms are leading to a more labor-intensive
pattern of economic growth

- The domestic food production and rural incomes zre beginning
to increase at a {aster rate



~ More resources will be available to finance programs in health,
education and other dimensions of socic-economic development
through
- higher rates of economic growth
- improved tax administration

- improved efficiency of public sector expenditures,
inciuding cost recovery measures; reduction or
elimination of subsidies, especially those benefitting
the more wealthy; and privatization of government-
run commercial firms

F.  Design, Implementation and Management Issues
To improve future policy reform programs using 2 cash transfer
mechanism, the contractor will consider the foliowing issues:

- The relative emphasis given to stabilization versus structural
adjustment in the design of the program, and in retrospect,
whether a different emphasis would have improved the
effectiveness of the program

- The soundness of the reforms supported by the program from a
practical point of view — ie. the accuracy of assumptions
about host country commitmment, the political costs of
compliance, host country administrative capabilities and other
pertinent local factors which influenced program
implemegntiation

- The adequacy of funding levels in light of the conditions
stipuiated in the program

- The timeliness of program disbursement — ie., whether
disbursements were made in accordance with the host country's
foreign exchange demands .

- How program implementation was monitored by ALD. and
whether the information requirements for this monitoring were
within host country and mission capabilities "



Administrative and management demands on the host country by
ALD.

Coordination of program conditionality with World Bank and
IMF programs
The relationship of the program to other economic sssistance in

the mission’s portfolio including possible changes in the pattern
of local currency uses

Recommendations concerning improving the design of similar
programs in the future based on the preceding topics



ANNEX 3. CONDITIONS INCLUDED iN
ESF LOANS AND GRANTS

L FY-1982 ~ S41 Million Private Enterprise Sector Development Cash
Transfer Loan, Agreement of September 30, 1982

Cash transfer for BOP relief, with local currency proceeds to be held in
special accounts, to be used for high priority private sector development
needs: 3) 525 million equivalent for private sector export promotion and
agribusiness projects: b) $6 million for trazining programs and institutional _
sirengthening of private sector development organizations; and ¢} $10 million
for GODR invesiment in productive infrastructure necessary for expansion of
private sector. Examples given for (c) were facilities necessary for
agricuitural exports, transportation networks, and irrigation. Mainly for
counterpart funding or projects supported by international loans (IBRD
financed irrigation 2nd highway projects; IDB highway and other projects).
Source: September 17, 1982 PAAD.

Self-help measures cited on pages 12-14 of the PAAD are similar to IBRD
short- and iong-term recommendations of June 1982 for narrowing ihe
consolidated fiscai deficit, including deficits of major autonomous enterprises
for export promotion, including moving some exports to the paraliel market;
and for realistic interest rates.

'Loan agreement #517-K-039 of September 30, 1982 calls for regular
consultations on economic recovery and the PAAD on page 14 refers to 2



letter the GODR would send requesting the ESF and outlining the DR's
intended courses of action along the lines of state 251685 para 6.
Source: ESEF PAAD



L FY-1983 - $8 Milliocn Increase in FY-1982 Loan {(First Amendment} signed
on September 30, 1983.

In January 1983, the GODR reached a $450 million three year IME/EFF
agreement. It satisfied all conditicns of the EFF agreement in the first six
months of 1983.

In the light of these circumstances, $8 million additional regnested for
BOP, with local currency to go for counterpart fuding {1) a highway preject
funded by the World Bank and Rural Roads projects funded by AID and IDB,
and (2) expansion of the free zone facility at Puerto Plata.

Source: ESF PAAD and Action Memorandum of September 29, 1983 to the
Acting Administrator based on the PAAD.



fli $34 Million 1984 Loan (Second Amendment to FY-1982 Loan} Disbursec:
$20 Million August 28, 1984; S14 Million September 1984

In April 1984 the AID ADministrator authorized a second amendment to

the FY-1982 loan for $3 million with two new substantive conditions in a side

ietter:

1. Prior to the disbursement of the first $20 million, the GODR had to
shift certain imports, other than petroleum, to the parallel market
(as described by President Blanco in his speech of April 17, 1984).

2. The remaining $14 million was to be disbursed upon acceptance by
the IMF of a Letter of Intent signed by the GODR and the IMF
conicerning targets for the second year of the EFF agreement

The amended agreement and the side letter were signed on May 2, 1984.

“The GODR met condition 1 on April 17, 1984, and 320 miliion was
disbursed on August 28, 1984.

As for Condition 2, it was envisaged that, because of the politically
sensitive issues, it may become necessary 1o substitute a more general
condition that AID and GODR conclude that "satisfactory progress is being
made towards GODR economic stabilization goals” In the eveat no new
agreement was reached with the IMF, and Condition 2 was medified to cover
only movement of petroleum to the intermediate market The remaining $14
million was disbursed in September 1984.

The local currency uses were:

a)
b)
¢l
d)
e)

To provide credit for private sector export promotion
To finance private sector development studies

To support PVO's

To develop free zone [aciiities

To finance 3 productive infrastructure fund, principally to
accelerate AID and other donor projecis.

Source: ESF PAAD z2nd Armstrong memo to Schwalb of September 5, 1984.



IV. FY-1985 - Grant of $50 Million - Disbursed December 26, 1984

December 26, 1984 agreement calls for $50 million grant. A side letier of
the same date confirms the GODR’s intent to:

1. Establish a unified, market-determined exchapge rate in January
1985, with a temporary 36% tax on traditionai exports.
Corresponding sdjustment of petroleum prices.

Increase electric power rates by 33% for most consumers.
Improve fiscal performance.

Establish more realistic interest rates.

Rationalizing the reserve position of the Bank of Reserves.

SO e W

This confirmation was parailel to a draft IMF letter of intent of

November 18, 1984.
Source: PAAD approval action memorandum from AA/LAC to Administrator of

December 24, 1984,



V. FY-1985 - Amendment #1 of April 25. 1985 to December 26, 1984 Grant
Agreement. Adds $45 million. Disbursed Aprii 26, 1985.

The IMF approved a one year standby on April 25, 1985 to support 3
stabilization program including moving ali exchange transacticns o a single
floating rate; substantially raising domestic prices on petroleumn products and
electricity, limiting domestic credit expansion, and placing ceilings on non-
concessional external public and publicly-guaranteed debt

The CODR rescheduled official debts to the Paris Club in 1985 and
successfully rescheduled its commercial bank debt in 1983 and 1985

The GODR also pledged to decrease net public sector financing
requirements from 25% of GDP in 1984 to 49% in 1985; request approval for
new iaxes; increase prices of services of public enterprises to reflect current
costs and gradually to achieve an adequale return on investment; raise nominal
interest rates for financial institutions; maintain wage restraint: improve
operations and reduce the deficit of the Price Stabilization Institute; and lower
the generation costs of the Electric Company by substitution of coal for oil.
Source: ESF PAAD approval of April 24, 1985.



FY-1985 - December 27, 1985 Amendment #2 to December 26, 1984
Agreement adds 340 Million Disbursed December 27, 1985

The GOD fulfilled the targets {and overperformed in some areas) under
the April standby agreement with the IMF but needed externai resources to
avoid shortfail on the target for net foreign sssets, in order to complete
commercial bank rescheduling.

in a letier of December 27, 1985 the GODR Technical Secretay agreed

o

o

™Moo

Eliminate the 5% exchange tax on non-traditional exports by the end
of the first quarter of 1986.

Reduce substantially the 36% exchange tax on traditional exports in
the same period.

Continue to adhere to the economic adjustment messures detailed in
the letter of December 26, 1984

Jointly program use of local currency and not restrict use in
agreements with third parties.

Publish regulations for designation of restricted export products.
Provide better access for private sector to CEA lands.

Study means of diversification on sugar lands.

Source: ESF PAAD of November 18, 1985

e
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ANNEX 4. PROGRAMMED USES OF LOCAL CURRENCY

The programmed uses of the local curreacy counterpart of dollar cash
transfers are summarized below:

Economic Stabilization

- Rural saving mobilization

- Policy analysis

- C;edit for working capital through the Agricultural Bank
- Credit for small producers

Private Sector Expansion

- Agribusiness credit through FIDE
- Free zone development

- Agro-industrizl development

Agricuitural Diversification

- Management of natural resources

- Water management al farm level

- Technical assistance for sugar diversification

Infrastructure Support

- Poris, roads, and nighways
- Irrigation

- CDE rehabiiitation, etc.



