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I. _INTRODUCTION AND SUMMARY

The FY 1974 AID guidelines for assistance suggested that a few countries
would fall in a category defined as having programs concentrated In p-ior.c;
sactors, effective means of collaborating with the host government, and
generally agreed sector/sub-sector analyses. All of the other countries
were 8sked to submit a paper describing the steps necessary to conform to

the new guidelines. The Dominican Republic belongs In a third category sin:e
in the uitimate andlysis, we see no immediate prospesd of Its reaching the
point where it will meet the guidelines, Assuming the logic of our conclu-
sion is accepted, we recommend that the AID program in the Dominican Republ.:
continue to be phased down. We also conclude that it is not possible to
follow the letter of the guidance given in the refarences although we have
followed its generit thrust. Hence, we have not discussed future preparatic-
of Sector Analysis Action Plans nor have we dwelt at length on the populatio:
problem, which was dealt with definitively in TOAID A-251 of 11/5/71.

We have already, since 1968, focused our efforts In three priority areas.
agriculture, education, and fanily planning (as offering the most scope for
U.S. help and a3 the most important) and eliminated activities in other fleics
as they reached agreed goals. or the VU.5. commitment had been fulfiiled.
Increasingly, we have sought Lo shift responsibillity to other donors, and io
increase the role of the GODR. Othar donors have come forth, but GODR
performance remains disappointing.
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Simce 1963, we have aiso recommended that the U.S. be prepared to provide progrem
lemding, if the GODR adopts # mora expansionary monetary end flscal policy to {ncresse
exp loywent and growth, as well #f forelign exchéngs measures to contain the resuliting
pressure on the baslance of pavments., He contimue to halsd that view, although we recogni .
that the scope for expansiomdry poi iy Wt been reduced by the good parformince of the
pominican economy in the last three yemes, We hiive aisc recommended that the door be
Lapt open for assistance, possibly substentiel, should poiitical considerstions require
the overriding of purely ecomomic griteris,

gnder any circumstances we 3til] recommend that the Bominican Republic receive &
substentisl basie suger quote s»4 Titie § and 1§ PL LBO st levels about the same 34 [n
the rscent past, The opporiunity cost of this assistance is tow for the U.§,, it iz
vary valusble to the Dominican Repudlic, and dipiometicxlly, it continues a long
established working relationship and demonttrated 1.5, susport for lts sconomic

development,

in the sections thet follow, the pressnt A!D program and Its svolution In recent
ye&rs are deseribed. This description lays the basls ‘sr our recommended pollcy and
F¥ 1974 program. in the brief sections that follow, the present state of AID-QODR
collahorstion i3 described, the 'imited scope for mew implsmentation arrangements
discussed, and the degree of muitiisiers! coordimation, reviewed, With no certain
prospect of conformimg to the new ®3ssiztance guidelines, we are unable to lay out & work
program or @ timetzble &t this time, We would not espect to do so unti] the style of

tha §0DR changes radically,
13. THE PRESENT PROGRAM AMD (TS EVOLUT ION

“he 1.8, Govermment hes provided development assistence to the Bominican Republic
cimcw 1962, The program has passed through three distinct periods: the period prior o
the ©7v01 Confilet of 1965 (Junamry 1962-Apri) 1965} ; vhat of the Clvi) Conflict and
Frovisional Governmant (April T965-July 1266} : snd thut of President Balaguert's
Adwinistration {July 1966-june "972). The table belmw chows the amounts fnvolved throuy

gume 1972,

Ser vomplete tsble on following page.
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St i

USAID_PROGRAM IN THE DOMINICAN REPUBLIC 1/
{(Obligstiors in MilYions of Dollars
{January 1, 1962 - June 30, 1972)

Total
1/1/62 L72u/65  7/1766 171762

L 2468 1/1/66 6/30/72 6730772

I. SUPPORT ING ASSISTANCE $56.5 § 94.3 $ 61,1  $211.9
1t. DEVELOPMENT LOANS 9.6 14,5 52,5 2 76,6
17i. TECHMNICAL ASSiSTAMCE 6.8 8.4 24,2 39.4
GRANTS
TOTAL AiD DOLLAR $ 72.9  $117.2 $137.8  $327.9
ASSISTANCE
iV, PL 480
Title i Sales 12.9 -0~ 43 .4 £6.3
Title 1i Grants 23.9 5.4 37.5 66.8
TOTAL AiD AND PL 480 $109.7 $122.6 $218,7 $451.0

1/ Does not inzlude housing guarantees of approximately $!1.1 milllon or
irvestment gus; antees with 2 combined coverage of approximately
$400 miilior aganst & veriety of rlsks,

2f includes two authorized but unsigned loans, the Education Sector Loan
for $10.9 mitijon and the Development Bank Loan for $5.1 amilllon,

- * ® v s = s & s » & = & = . . - - & . ] - (] . . . . . . . -

The nature of the USA:D e.sistance program In the Dominican Republ!ic was over-
whelmingly influenced by ihe C it Conflict of 1965. The upheaval left the country
wi:thout an effective goverrment capable of meeting its payroll, maintalining public
order, providing most routine public services, or fostering programs to revive the
nation's econommy., AiD's obje.rive was recovery. A broad range of activities and
commensurate staff were calied for, AID technicians were often cast [n operating roles
instead of traditiona! advisory ones. Tha 7-arsition to the iatter has been slow and
difficult, but is now largely zomievted, Stirting in 1968, every attempt was made to
transform the USAID proyram along wuch the same lines as the new programming policies
and concepts set forth in AIDYD TIRCULARS A -S43 and 641 of 1972 and the Administrator’s
memorandun of Jazuary 1972,
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call for {a) concentration on 2 fow oriority development
Liem analysis, program plan-

dir=ctiors
¥ transferring of more responsibility foe oro

siact implementation o the S0DR and {0} encoureging the GODR to seek apd
erzl Aagencies to provide more &ssiseances. e ave largsily succeeded in
sut tha more cellaborative gssistance atyia o which the GODR would take
pienning, setting }r?a"éiiaz, conedingiing, o liementing and monitoring
ment program, recdlins elusive, The GONR went Ysr in preparing an education
yﬁts wk:c then becams the yardstick for rewriting the Education Loan, but

ioan i3 still not signed. Only recently and at our

he GGDR begin anp appraisai of Jts famlly plarning program, utilizing
m? sssistance from the U.®,, IPPF and Population founcil, Finally, the GODR
embar 1971 prepared A 5 vsdc Integrated Agriculturs! Devalopment Project (PIDAGRO--
2-727% . BEISATIY im coliztorsticn with the U0 v nroposed loan fimancing:

res @ejor revision. More-

By sucoessiul Aang
indermired Ly mwireme centralizetinn of

. however, wen only
N . Ihe ontire GOBR plan :irh
Terumliy pwery agp@ct af 5o

13 involvenmnt In the Desinican Republic has baan very bhrond, Over 100 separate
in 1983, At zrazent only 15 recwin, and we

merncl 6 reduce them o elght by year end., Twenty-tw: dnllar losns h8ve been signed

since 1962, but only savan stil! have substentis’ untumr® haiances; the Toan pineiine
e totRls less than 518 million, of which $15 miltfen "3 in three lcens. Two loans
From a bHroed

amounting to $16 mililon have besn authorized but are ~ci vet signed.
rangnd grant technical assistance ths only remiolng scrrtartial actlvity js in agri-
suiturs., The bulk of USAIDYs sharply reduceds sersonrs "o ongged In monitoring inans

PR

and PL 480 peso projects.

currency agreasmenis were 'n effect

The principal program activities of the Mission in the Rominican Republic s:il}
sctive or recently closed out or reduced are:

{See il2ting starting on next pige.)
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Z. Supporting Assistance
The Dominican halance of prymreants hao (=pro ed 4o the paint whare ¢ =2
I1st Supporting Assistence loan was siwies “n o Cow, The wtinning need for -7 oo
of nayments assistance is being ret i{hr coeroess co e preferential U.S. suger

warket and FL L8O Title I credit sales.

2. Development Loans

Development loans exceeding $70 million have been muthorized to
estebliish e system of savings and loan asrociatlons; improve irrigation systesn: -+
out fessihliity studies for public apd rrivnte development projects; creste r pri- e
{nvestnant N for relending to new anc expandlag ipdus*rien ~nd agri-busines:s;
supply mannged credit for medium-sized f=r ara; deve.on comunity institutinem- »n:
consvruct cammanity facilities; establieli o private davelopien* Tinmnce cororay:
create s foundation to administer & stucent losn program; support a major progr -~ o
teacher training, curriculum reform, and sducstional mrteria's develcp:ent pramot

nnd Tinsnce agricultural cooperatives; and fund & comprehens!ve maternoal and childl

heelth progras.

In addition, USAID has oiffered to consider a development loan to foster
the use of imported agricultural inputs through credit seles on sttractive terms,
howaver, the GODR has informally responced ngiastively. We judge thst the GODR, for
a variety of historical reasons, is extremely reluctant to incur new foreign deht,
perticularly when the loan requires substantial expenditures from ites own rescurces.
In addition, the IDP and WorX Bank have more than $100 million in loan propossls under
study, thus lessening GODR interest in what AID haa to offer.

3. Technical Assiatance

A. The Agricultursl Developrment project, the last remaining grant
project in a priority fleld, has been nurrowed and focused over a several year perins’
on a set of defined activities to whiech the GODR appeared willing to provide at leact
the minimum needed support. They were intended to increase production of high prote!:
pulses, oil crops, cacao, and livestock products; strengthen selected agricultural
institutions and services; end train graduate level agriculturalists in the U.S. Durir-
the last year the necesasary level of cooperative support has not been forthcaming and
we have been reluctantly forced to recarmend further reductions.

B. Activities to achieve eleven of USAID's fourteen original Public
Safety goals were phased out in 1971 after having accomplished their most irportant
cbjectives. We have sought to azsist the National Police to improve its organiration
and services in order to erhance the GOLR's law snforcement ahility. The remaining
three activities will be terminated in FY 1973, although we plan to copntimie funding
needed training at the International Police Academy and occasional TDY advimors if
requested.



SANTO DOMINGO TOAID A-113 e o 6 2

C. The Tax Administrastion prolect was de#rigned to improve the
Nominican Govermment's tax aggessweni, ol sotipon, adit'rne and enforcement pro-
cedures. It hag achieved ifts main posl: and 1g beling phered out at the end of FY 1977,
although we expect that the UN ssv prov.de some adiitienal halp on date processing.

D. Until FY 197.. when :he Mission terminated them, grant technical
nasistance activities in Education were concentrated on uecondary and hlgher educa-
tion and on school administraticrn  Future support to siucation will be limited to
the Bducation Sector Loan, auvthorlzed ia June 1971, wher and if the GODR finally
decldes to sign the losn, with ita verisus ~onditions.

E. The Industry mrogram waz closed out in December 1960 as we judged
that only marginal results zeuld he achleved

. PL 480

A. Title I Sules

PL U480 Title I credit snles at epprgApately current levels of
$10-12 million per year have beer contiwmed in opder $.07riieviate Dominican balance
of psyments pressures. These loens finance the impos. nf » range of needed feod
supplieg which it would not be econsmic to produce i- ~nuniry {wheat) or which cannot

be produced in the short run in sufficient smoun® {eirin oils. feed grains).

B. Title II (rants

Title IT distributions under PL 480 have heen donated at about
the present level ($7 to $7 million) since 19f6. Desvite Tavorable climatic con-
ditions since 1968, Title II dooations for meternmli~t il welfare, school feeding
and food for work activities fo ovar a fifth of the novuliation have been necessary
to combat serious malnutrition. The long rangs solution is to create more Jobs.
With the rapldly growlng popuiation and high int'dense of rursal voverty, however,

5. Staffing

As 8 result of tne phase down actinns, the total U.S staff {direct
hire, PASA and contract) on bomrd will have been reduvuc Trom 158 as of 12/31/67 to
ki at the end of FY 1972. Beth U.5. and locsl stal” 4 contime to decline during
FY 1973. The size of the reduction is contingsnt, hewso-er, upon {a) the CODR's res-
ponse to certain outstanding offers of mesistence: | “ho implementation of the
Administrator's policy decisien on acccunting for an® woniforing the expenditure of
PL L8O generated local currensy: and {e completing wortoin current activities as
scneduled.
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1I1. USAID'g ASSISTANGE SIRATEN

In the annual Country Fleld Submis:ions prepared since 17967 snd {n the corresrond-
ing TASPs, we stated our view that the .o=int:an Repulillc’'s rort serious problem won
unenployment . With little reliable dat: vwe have used s Tigue (L00,000) that Preride
Aaleguer had cited, providing the beails fnr the drumatic -onclusion that one in ' ree
in the active labor force wos unemploye.’. While that (i 're lacked precision, anotii'r
wad grenter reliability and was more omi ous; nbout alf sgein as many (225,000) wou' i
e ndded to those seeking jobs between 1370 and 1975

We recommended an expansicnary manstary and fiscal poilcy and appropriate mesa o
0 reduce resulting pressures on the balance of payrents. At the time the aconor. wo:
5t11ll recovering from the Civil Conflic: of 1465 and the severe drought of 1907/8
Almost all per capite measures of outpu: remained far below pesks atteined prior
1965. In addition to unemployed labor, land and capital equipment were way under-tt
lized. BExports in particulsr had failed to grow, reflecting various problems, rany o’
«ftiich might well have been overcome 1f uselling prices had been more attractive, =5 1 o
wonuld have been with a devalued axchenge rate.

to

The GODR has in the following threo yesrs been unable to pursue as expensioro-
1 monetery and fiscal molicy as needed, because it remained frozen {n its oppo-it. -
Lo eny form of devalustion. Neverthele:s, export enrnings, prirarily based on _mprove:
narkets for Dominican sugear, permitted zhe GODR to pursue 7 moderately expansionrov
poiicy, and weather has been good, so that, according to the inadequate natlionsl
datn, resl GNP grew by more than 5% in 1969, 1970, and 197'. Bow much addi*fona’ .»rw
might have been achieved can only bve conjectured. It is proheble, however, thnt uner.
ployment has not been reduced much, if at all, partly hecaune of ndditione to the 10 .0
force and partly bescause of the increasingly skewed income distribution in favor ¢~
skilled lsbor and the middle and upper classes. But 1t is also clear that leas s.'v-:
rapacity exists and that now, lese room exists to pursue expansionary policles wit !
risk of serious inflation.

Our analysis concluded that progra: lending weuld be justified, were sufficiertl:
expansionary policies pursued and spprooriate measures taken to defend the balance o
payments. Such lepding would have been required to ease the szpcial streine of expan-
sion and to support a higher lsvel of imports duripg the transition period while

, exports developed.

A corollary of our snalysis was that project and sector loans had to be considere-
narginal gince they were incapable of sclving the nation's fundamental development
vrotlem -- how to uae lta own rescurces more fully. This conclusion was supporter ir
Areat measure by ths poor performance under previous project loans; they seldom live
uap Yo our expectations, primarily btecauie of GODR policy and administrstive weskne:o:rs:
in responss to Washington's policy guidiince, last year's Country Fleld Submiaalon
softened this poaition by agreeing to support occasional project or sector loans,
+he GODR regquested them and they could nchieve important, even though not highest
oriority, gosls. On this basis, the sscvond loan to Financiers Dominicana wvma ‘ust
Tled, as the propeszed Agriculituvrel Inpu.s Loan would be.

4
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roreible Lo other donors; fooussd
catlon, end family planning: comgliet tE B
to o priority field; amd slixingied when 1o

v when it wes not directed
. sporonriate GODR support.

to esconomic and social developmens. Tt always racognivsi that politiecal circumstances
rmight arise which would Justi®v asx-epbicns or wholesa s peversal.

We also recommended that zhs 1.3, ceptinue %o prooide access to the U.S. prefer-
entlal market for Domindecan suzer apd o offer PL W0 ™tie I apnd IT foodstuffs at
nistoric lavels. Our argumant, zuch abbreviated, wag tatl to reduces this assistnnce,
whiicn cost the U.85. 1littles, womuld be to deprive the country of much needed balance of
nayments support without which eocial acd political terslonm could be axpected to Lecone
ranidly exacarbated.

V., FRECOMMENDED POLICY AND PROCORAM FOE FY 197k

We have cerefully reviewed cur poliecy in light o the current economic situniion
n oarticuler; the eccasultart from the Rend Corporsttisn who had previcusly snslyzed
sconomic performanse for us reuxned for s sonth o o over recent develommentz. Our
sa8ic recommendations remaln sz tsfore.

Without signifiocant changes in Dominican economi~ nolicies to reduce unemployment,

«e should net aeek te make nsy nroject or asecior Lloses awcept for en ocemsional one
which haa a good shance ig achievs important geosls. ¥van here, we would first look

¢ the multilsteral sgencias: 24 mske the losn, gines the U.8. contributas so mich to
these sgencies' pesources end 2luce 1t mintmimes U.3. »fPicial involvement here. The
rroposed Agriculitural Impubs Inan would gquall®y: 1% ‘s » key step in expeanding credit
anc thz use of modern technolegy in the priority fin’< of gpricvlture; it is designed
o require only minimel CGODF siministrative eupmor® . =nd the multilatersl  agencies

5 Wit & loan. The TODE, owever, hsee shown only a flicker
" interest in recent mombhe, heavily sngaged ss 4 r In applying for loar® from the
thg obdections 1t exsreased L0 ur before atlll remain:

t nsles of lrporte’ vtz end thus use loan funds;
anded; and that the drriculiursl Bapk's monopoly of
se3ponsibility for fars leoding would be brokesn.

i

With or withouvt employmen? eanerading poliscy ~ranges, the core of 1.5, bilaternl
nestatance would comtimus %42 2@ Tho augar ouots aznd 7L 430, both Titles I and II.

Tha Sugar Act of 1971 2overs the noxt thres yeers. T4 provides the prospsct of
sales in the .§. quots markest of at leost 750 000 oo a ywar., We baliews this ia
a1 perfectly adenuste minlsun Tevel of siswenc seaier. periicularly as the U.5. support
sriee 45 likely 4o somiinue to rige with tho index 7 prices U.S. faymers pay.
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In addition we believe that a $10-12 million FL 480 Title I program should remairn
pert of our aasistance. Without such a progrem, balance of payzente pressures would
require the Dominican Govermment to restrict domes*ic econoeic activity seriously. In
=ddition, Title I has bean helpful in o taining payment of overdue GUDR dabts and i
demonstrating continued U.5. support for the country's economic developmeant when orelact
iloans have not been available. By 1974, we axpect = return to a mors normal balance
of payments position than the Dominicens are currently enjoying from sharply increase:
sugar earnings. Even now, the country'a international financisl position remains pro-
cerious. +a8 net international reserves are negative and it has had to sngaged in
extensive yaar-end window dressing in ocder to camouflage its problems. We axpect lir
GODR to requeet wheat, vegetable oil, feed grains, tallsow an? tobaceo 4n FY 107h: nil
have pean provided in previous Title I vrograms. We balieve =1] are appronriate -0t
the wort ezsential are wheat and feed g-ains. Peed grains, first included in th= =
1972 program, sre playing a rapidly groving role in tha coumtry's producticn of broi’--
chickane and beef catile,

Because balance of paymerts pressures eased ramewhat through the ceater than
normal sugar earnings, the Miassion reluctantly accepted the inclusion of SUZ's an?
partialiMR's in the FY 72 agreement. The Mission expects Title I terms in FY 1073
to be roughly tbe ssme as thome for FY 72. If market or weather conditicns turn
adverse, we would expect that in the FY 1074 program the CUP or UMR requirements

would be sof"tanad, if the sire of the agreement could not be increased.

(Contlnued or next page, No. 10)
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Title 11 PL 480 foodstuffs should he made avallable at this year's level of 4$8
ailiion, [f not Increased, We mayv subsecvently recommend & modest [ncrease, to reflect
the ab!llity of the voluntary &ganc’ss to axpand the!r dist~ituezion to additional needy
reople under effectlive controls, Wr remkin uncerisia gixcus -ation sizes, in particular
whether they are large enough, bBui: n the abzesce «f 50’4 =sldence that the ratlions
should be Increased, we are unabia to recommend t. in &~/ case, all of the avaitable
information points to the food's teling extan by the racipient which arques against
cutting the ration., We regard the Title (1 program &z of the highest priority. The
GOUR also seems to recognize the imporiance of thls program, since lts payments for
'nland transportation and program rafated locs! coste -Ff ‘he voluntary 8gencies have
been prompt and full., Although 'ts opportunity cost to the U. 5. Is smell, the program
s & large wager on future Dominican development, The mwicr group of reciplents are
pra-schocl and school children whose phy=ical and menta! evelopment would be severely
affected without the program. To continue the progrem t  then, #8n investment in the
sound minds and bodles of the next genervtion of adults, 7o cut the program is to add
23 the already large populatlion of physicaliy and mental |- defective which this poor
soclety would have to care for, compounding the alreacd: w2y difficult development
sroblem,

it remains true, as in past years, that our recommendations are directed to
achieving economic development. «2re clroumstances ic change and other considerations
;> become overriding in the determimatlon of assistence ‘ruocls, 8 much different progranm
»ould be submitted,

Grant technical assistance, we ballieve, should coniinue to be reduced., By the end
~f FY 73, this sssistance, cther than for monitor!ing Tomns and PL 480, will cover only
agricuiture, community deveiopmen:. and labor., The Tebar program is carried out through
in ATFLD contract to provide worker educution and lmprove weifare through credit unions
and consumer cooperatives, The program is not in @ p-iorliy sector and is unilateral,
its vaiue Is real, but modest, since it cannot succeed [n sstablishing & system of free
democratic unions, In our Judgment, because severs unemplnyment glves the whip hand to
m@anagement and because the present government will nol r>ierate the creation of signifi-
zant pollitical power beyond 1¢s comtrel, AIDR/W has @ 2rooosal to fineance the program
regiona!ly now under study, and in the meantime, we ~->woie o continue it with our funds,

The project In community development is 2 sma’l one In which @8 representative of
rhe League of Women Voters! Cverseas Educatlon Fund wirks a few months esch year to train
women leaders and organize women In groups, This 'iml-. o #%fort has been successful, so
chat untl! another source of fimanclng can be found, cur> ams the Interamerican Foundation,
e propose to continue to fund !t

Technical assistance In agriculture reméins @ b'oh oriority, Week GODR support,
however, robs It of much effsciiveness, Evern thouss -0 mulvilateral agencies have
greatly Increased thelr help, wm &nd thev hawve nooerse oro fBre to get the GODR to

choose particular prlorlty sub=gativlsien, %o pics 2 o g2 of action, to make the
policy changes necessary for mm agiiviiy o be »ffact ». ~r to support the activity

with men and money, We see no zign fhHet ¢hiz cond’t v w!11 change soon, Most of our
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remaining agricultural technical assistaice is the contract with Texas AgM, The
contract has been phased down to four techniclans and tralning. We now propose to
eliminate both at the end of FY 73. The only activity ramaining would then be the
agricultural statistics project, using @ USDA PASA technician, This activity will
probably not reach a natural terminating point until the end of FY 74,

IV, INCREAS ING COLLABORAY |ON

GODR development decisions, commitmnts and fund releases are al! made at the
highest level of the Govermment. The la:k of rellable data, integrated and coordinated
wplanning and qualified technical staff, und the disproportionate welght given non-
economic consliderations in determining policy, make development planning extremely
difficult, Even with forme! project and loan agreements embodying mutually agreed
policles, plans, Implementation methods ind targets, we have no assurance that the GOOK
funds will be released or that another orf the frequent changes in key personnel! wili nc.
seriously affect an activity.

The Mission has done what it could to encourage the GODR to modify Its style, set
its own priorities, and plan and manage its own development programs, Responsibility,
which we had assumed, In large measure, In the period after the Civil conflict of 1565,
has been clearly shifted back to the GODR, bLut it [s now doing no effective planning
and will not be able to until it Is more decentrailzed, Under the circumstances, the
opportunities for really frultful collaboration as would be necessary in preparing

SAAP's, etc,, have been rars,

Our presentation to the President last yvear on macro economic policy clearly
Indicated & broad range of GODR alternatives and invited further study and exchanges ¢
vliews. The response has been total silence.

Attempts at collaborative analysis of agricultural problems have falled, as the
institutions responslible for implementing programs have fought among themselves while
remadining powerless to acquire the resources to act. The latest program document
(November 1971), the Integrated Project for Agriculturs! Development (PIDAGRO), would,
despite Its shortcomings, be of some utility If 1t were followed, but the President’s
February 27 speech outlined another set of priority actions which has generated a whole
hew set of uncertalnties. PIDAGRO had itse!f undercut the report of the Commission for
the Diversification of Agriculture made to the President !n October, it becomes difficult
ito avold the conclusion that the multiplicity of proposals becomes a way to avoid action.

In education, we worked closely with the Presidential Commission appointed two
years ago to reformulate the Education Sector Loan that had been suthorized but unsl!igned
since 1968, The Commission went back to fundamentals and produced an analysis and a
Joan proposal which was basically sound, a good example of fruitful collaboration, The
nevw loan was suthorized In June 197), but remains unsigned, because, wa beliave, the
President is unwilling to supply the needed budget rescurces.

In family planning, & new, energetic, and more independent Secretary of Public
Health provided the opportunity for another try at collaborative plamning. A Joint
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renting with other donors {the UM, IPPF, and the Population Council) made clear to all
that coordinmation was & problem, 23 was the absence of #- rgreed strategy. Such a
strategy and specific plans have oniy now been farmuiats  We expect it to be carried
cut with the existing AID joan &nt funds commitind by 1= donor agencies, mainly the
M, thus avolding the need fo serx substantial Flasnc. ro from the President, I not,
the effort at coiiabaration would likely he much fess nooiexsful,

Y.  NEW_IMPLEMENTAT ION ARRANGEMENTS

The Mission has long sought means to improve its lmplementation arrangements and
has had some success, Our abllity to develop and avpiy taem to old projects and loans,
Qowever, s virtually nil, while the limited number of rew 2id proposals makes a dis~
cussien of thelr implemantation #cademic, Two e<cep:’ «=n axizt, both relating to
2i 480 genersted locml currency.

ferhaps the essiest and mo2t sugcezsful past &rianueewent fo usa local currency was
the Yavera Dam, The |DB made & lairge dollar loan for “nl's project, and USAID agreed
i3 the use of substantial PL 480 generated pesos., Earis in the contract~letting stage
tha USALD agresd In writing toc delegnte 2imost all »' !is lmplemsntation and monitor-
ship responsibillities to the 108, Constructlon supervisi on has bean highly effective
and the project, & success, Similarly, USAID local ourrency was used &3 counterpart
fpr am DB loan to the Cathoilc YUsivarsity. The oo srr hes progressed without problems
znd is considered & success,

New procedures for handling Pi 480 Title ! host-govermment-osmed local currencies
were approved by Administrator Hannah on December 17, 127}, They provide for
{1} discontinuance of specia! accounts for these currencles; {2} an sxchange of letters
or an amendment to the sales agresment, tc enabie the Dominfcan Republic to use the
{unds In broad mutually agreed budget sectors; and (%) SODR cort{flcation through its
highest audit authority of recelpts and expenditures.

We anticlipate that the new arrangements will simp!ify the work and thus reduce the
~eed for USALID staff, More imporiant, it will 2lmost ejlminate 8 useless source of
Alscord, since USAID monitoring of datailied loca! currency agreements has been con-
rentious but has not significantly Influenced 2ither the GODR pattern of expenditure or
the quality of Implementation, We hope to include ik new procedures in the FY 73
Title | sales agreement and aisc to apply them to arv unspant generations from previous

Lqreements,
Vi, MULTILATE QORDINAT 10

A, Current Multilateral Agency Activitles

The Dominican Repub!ic has recalved assistarce from & Jong list of sources.
The UN counts the IBRD, the fA5, the DY, =ignt of ¢ U4 family of technical agencies,
vest Germany, israel, Jepan, Tahwn, Spain, the U.%, Yonezuels 2nd italy as donorse
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Most of the bllateral assistance has consisted of training grants and technical
advisors working on specific small projects In a wide variety of flelds, Some of the
OAS and UN agency activities have also included smal! commodity elements.

The 108 has recently become the most active donor In the Dominican Republic,
Since 1962, the 108 has provided $70.5 milllon in loans for projects in Tlvestock, water
and sewerage, & miltipurpose dam, Industry, housing, rural eleftrlflcntlon and last
year, university expansion. Some ¢..5 milllon of this was 18Nt Yhst year, it now has
much more ambitious plans for activities in meny flelds, butp éinclpllly In agricuiture,

The World Sank group has sent several sector survey teams recently and during
1971 loans totaling $9.0 miliion were signed for Improving secondsry education and for
1Tvestock development. Other projects 'n agriculture, Infrastructure and tourism are
under conslderation, but the Worid Bank considers the Dominican Republic difficult to
work in and lending risky, so that It Is moving cautiously,

B. Status of Cooperation/Coordination

The problem of coordinating our aid with that of other donors has so far not
proved difflcuit. Ours has been deciining. The other donomtae been Increasing,
particulariy the 108 and the IBRD. Both, however, have found it difficult to move
rapidly or with certainty, reflecting the GODR's difflculty In making firm collective
decisions or In carrying them out.

Coordination efforts have, nevertheless, Increased with the number of donors
and the amount of thelir help. We meet regularly with policy officials and technica)l
advisors of the UNDP, the DB and the World Bank, Contacts with bllateral donors are
primarily at the technical level. Several recent examples of effective cooperation and
program coordination have previously been mentioned, including the Tavera Dam and the
development of a population strategy and progrem,

For the futurs, the |08 and the GODR #re developing agricultural loan proposals
based on the GODR's Five Year Integrated Agricultural Development Project {PIDAGRO).
We responded affirmetively when the 108 Inquired as to whether we would be willlng tc
_ provide soms supporting technical assistance and whether the Agricultural inputs Loan
was still avallable,

While we recommend contimuing & policy of being the assister of last resort,

* our attempts to get other donors to assess ald requirements more rigorously, to develiop
an overall ald strategy, and to sveluate economic policy and development performance
have had little success. The small bilateral donors are cof no concern, but the IDB,
1BRD, OAS and UN are together providing substantial resources, since the U.5. has a
large Interest in the successful use of these resources for development and since It

ls a mmjor contributor to those sgencies, we expect to make growing efforts to Improve
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thelr performance, Consultative groups, consortia and Institutions 1lke the Inter-
American Committee of the Alllance for Progress (CIAP) ara useful in the effort, but
o2l influence will have to ba exerled continuousliy and from a wide variety of sources,
narticularly on an informal basiz by well Informed specialists on the scene, We belleve

i

is work will occupy considarabhly more of our time in coming years.,

mELOY  ©



