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The psroject purpe-e will bave been achieved oron completion of the
preject althouyh Jater thar originally plaosned.,  Upon examining the be~
nefits derived frowm the projoect, this Dva]uation reveals that a demonstra-
ble expansion of wadinm ond fona-term credit to the private sector hes
been achicved durine the Vife of the Tnan and preat

er p13VﬂLe investwent
fios resalisd ia wolected avess of aorieniture, Lf turing, transporia-
service entornriscs, Thi& program, piven the mementun

cronte, should continie to play a substantial role in
‘ private sector and

arﬁ 1OF"‘”UUM credit needs of the
of the scctor -
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e AILD loan, signed
nfusion of capital to the FIDE

the Dominican Covernment was in fhe

midst znd the aconony was recoveriug fren

(1) tw o LG ¢ d tensive rehabilication
efferts, (1ii) the of t 655, and (iv) a nerat-
ive investment ci{rate datiny {rom | 1’m~lon°-toxm credit wos sharnly
limited and busincss confidence still weak, iuthLL, data as late as 1970
rovealed soro 407 of total industrial output, cnciuging suzar, vas still in

R
State hards. This sctiins is important in uuderstanding the rationale of

this lean.
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The proiect ponl was to asgist in promoting a revival of competitive
private enterprisc which would spur private investrment and generate new

1/ To the ent practical, the USAID used the lepical frawework technique
{(ALUTO CIRC A-1020) and accordinply, the attached matrix should be considered

a commonent of this evaluation.
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capital formation and production in the private sector. One can conclude
that this goal has been attained. As indicators in the attached matrix
(Amnex A) rcveal the Dominican economy has developed dramatically over
the last five years T

While it would be obviously iuncorrect to claim this macro-development
to be a result of this project, it is clear that the FIDE project made a
notevorthy contributicn to this economic advance, specifically in terms of
greater private productive investment in development activities, and it
did so during a key time period e

The project purposc -- cxpand medium and long term credit availability
to the private secior to induce greater iavestment in selected areuk - in
terms of oricinal targets has been surpassed although the project’s opera-
tional peried has approximately 18 more months to run (TDD 12/31/753).

FIDE
Tarpet Approved Subleans
$30 wmillicn of total Y 1274 {6 ros.) $10,500,138 2/
investnont during CY 1973 full year 17,694,053 2/
life of project cY 1972 ¢ " 12,987,569 2
cy 1971 ¢ . 10,497,398
cy 1970 ¢ " 010,395,912

OTAL ﬁhgaﬁ S 1’0

Virtually none of the above approved subloans derived from the fivst
tranche loan provided FIDL (only some 540,000 in CY 1970-71). Given the
magnitude of anproved cubloans end the fact that FIDE, to our knowledpe,

§ project costs, the projecL target -~- $30

ja

has never financ more tion 508 o

million of additernal pf]‘.LQ productive investment -~ has been excecded by

about 3C0L. = cuantitative indicator includes both the fl ancing prov-
.

ided by the Tutcrapcvican Development Bank since the proji t was conceived
and nlanned on the basis of consertium financing and the World Bank fi-
nancing noted above. Tio tvpes auvd magnitude of proje ects funded to date
with only 023 funds are set forth in Anunex bB.

av}

rice inflation in the Deminican Renublic bepan in 1970 after a
decade of price stability. Inercases in consumer prices, the GIP deflator
and foreipn trade prices are demonstrated in the table below (percent

increases) 3/:

2/ Subloans financed with & Werld Dank lean to FIDE totalling $3,710,130
over CY 1972 to 6/30/74 are also included in the above figures although this
credit was not included in the orininal project planning.

3/ Sources: Consumer prices are according to the Santo Domingo Consumer
Price Index. Other prices are from IMF sources.
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Consumer CDP Import Export
3/ Year Prices Deflator Prices Prices
1570 + 5.2 + 1.7 + 0.5 3.0

1971 + 2.9 + 1.0 +11.3 -14.0

1972 + 7.8 + 7.8 + 3.3 7.2

1973 +15.1 +16.4 +17.4 + 5.6

Inflation acgelerated in 1972 and 1973 when all four price series rose

rather sharply. The Covernment cortends that inflation in 1974 was largely
inported. liowever, while import prices rose by 17.4% in 1973, imports
amounted to 237 of GDP and could dircctly have accounted for only about 4%
of the rise in domestic prices. The prime source of inflation was the
expansion of domestic bank credit from RD$177.6 million in 1969 to RD$430.1
million in 1973 (an increase of RDS$252.5 million) compared to an increase
of ID%66.1 million during the peried 1965-1969. In percentage terms the
annual increases in bank credit were as follows: 1970, 19%; 1971, 21.47%;
1972, 23.5%, 1973, 35.7%4. The annual rate of growth of domestic bank credit
was far in excese of the annusl rate of grewth of real GDP.

The question arises whether AID Loan 517-L-023 could have contributed
iv a significant way to this inflationary expanion of credit. Loans

approved by FIDE rose from RD$LO.4 million in 1970 to RD$S17.7 million in
1973, The 023 loan amounts to RD$8.0 million. Thus a considerable part

of the grewth in FIDE loans resulted fweon the Program. FIDE loans accounted
for only 4% of the expansion of bank credit durirg the period which per se
testifies in quantitative ferms to the very minor rele they could have

played in an inflationary expansion of demand. When one considers that the
FIDE loans were backed by foreign cxchanpe loans from internaticnael donors
that permitted a more or less commensurate expansion of imports and that
their cnly purpose was to develop new preduction capacity, their contribution
to inflation was insignificant to non-existent.

Onc of the ancillary aims of the prozram was to create new job cpportu-
nities. Assunming that the loan {inanced half the cost cf investments,
PD$16 million of investments created 1923 new jobs, 4/ or about RDS$SR,340
per job. This indicates that the investments have been somevhat ca pltal
G e L‘IL
i

Inftonsive 45 4 Conseauenca O

investment and tax policies of the
governnent which in effect have in the past encouraged capital intensive

investnents,

4/ According to FIDE recerds in the Central Bank.
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Implementation

While the quantitative performance is impressive, loan implementation
has not been without problems although marked improvements have occurred
sincc early CY 1973. Hany of the earlicr problems were procedural such

5 ALD commodity.and shipping eligibility regulations, a requirement to
,<undertaP‘_an analysis of the leg IQIJCXV and other incentives available te
the private industrial sector, the pari passu tie with the IDB loan which
was originally more rectrictive than ¢ thc ALD loan, and a p10011v1tv to use
Central Bank funds in lieu of AID or IDB fuads, These implementation

problems have been satisfactorily resolved one by oune with USAID assistance.
Some of the problems vere not apparent during the first FIDE loan because
local currency cxpenditures were elicible as well ag dollars A new Chief

and Deputy Chief of FiDE were appointed Letucen the time of the two loans
and this required a variod of reorientatien of the new management both
internally and in its liaison with international finauncing institutions.

In early_1973, using the findings of an audit of FIDE, the USAID dealt |
directly with the Contral Bank's top managenent on a series of FIDE oper-
ational vy co3».s iceluding that of slow disburscment., Iwplementation
irproved thercafter, facilitated by a number of wutually agreed measures.

At present the Central Pon’ ic in the process of making personnel
chanpes within its FIDE depart: X

. These chances will not result iu any
reduction in force of FIDE onnel inasmuch as all personnel released
or transferrced to cothier Central Banl fuvctions are being renlaced. DJuring
the tranos

ol r eorganﬂzﬂtlon recsulted
ocC

sriien 1 Tu S0
in some slippane of TIDE's Lovort ing avd loan pr .ecglnﬁ functions. Howover,

the lone terym result will be a strbnﬁthcuﬂvv of YIDL's operational capacitv

and ve do not anticipate any adverse effects on the rate of disbursement
of 023 subloans. The wmost apparent retarding factor in disburserents at
present is delavs in deliveries of U.S. manufactur“d industrial equipment
becanse of current rarket conditions, as scribed in AIDTO CIRC A-375.

Concurvently, due to the nature of the credit system wherein the
borrover aad the intorvediate credit institution are removaed from dire
AL cornizance and given the complex nature of AID commeodity and procuaw
procecures, periodic problems with the ¢ligibility and cendition of AID
finnncea sub-proiccts have ccecurred and can he exnected to continue to
occur durins the renainiog operational period of the loan.  Sueh operational
difficuliies hove howvever aluavs proven to be armenable to solution.

FI1UP has cormitted some $9.5 million of approved subloans against the

Joan 023 »roprain in an cifort to assure full usage of AID funds. At final
reconciliation, any balances of residual ceumitments after "ccoun*inq for
cancellations, ctc., will be financed from the Central Dank's own resourvces,

The operations and management of FIPE are still not as efficient as
perhiaps they could be. However, the basic soundness of the Private Investment

Fund concept and system wherein an estimated 70-30% of the total operations
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19 carried out by the_ private sector is not in question. This system
nsures a viahle credlt dicbursement mechanism to the private sector

and provides the governncnt with an cficctive instrument for channalln
regources, hoth institutiomal erec it and pxlvate investment, into those
productive sectors which are ot hlbn priority to the country's development.
Recent cases in point are FIDE's support of tourism over the last two yecars
prlnczpa13v by providing financing for ba dlv needed hotel conutructlon,
\and tiie Central fank's more current efforts in agriculture. e

CONCLUSION

Given the advanced stage of rroject implementation, the full com-
mittment of AID loan funds, and the fact that the project's objectives
arc being surpassed, no 1&VJC changes are warranted in project execution.
Further, FIDE has attained the . adrinistrative capability necessary for
future porcfollo adninis Lration of selected activities under sector loans.
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Sunmary

Program Goal: Promote a

regurgence of competitive
private enterprise which will

bring about beneficial eco-
omic results.

AID Loan 517-1-023

1969 Verifiable Indicators

1969 GDP RD$1,167.1 million*

Compound Growth Rate
1960-66 4.4%

1969 Per Capita Income
RD$291 (GDP)*

1969 Foreign Trade Balance -
(RD$33.8) million

EVALUATION SUMMARY

Private Investment Tund 11

Planning A sumptions

That FIDE has been and will continue to
be an important source of medium e&:d
long term financing to the private  ro-
ductive sector.

Change in Assumptions
or_Circumstances

Whereas the credit situation
has eased over the past 5-6
years and FIDE's role is not
88 prominent as before. 1Its
role of finsncing productive
investment on medium and long

term bases is etill important.

ANNEX A

1973 Progress In Terms of
Verifiable Indicators

1973 GDOP RD$1,718.6 million #

Compoun! Growth Rate
1967-73 8.8

1973 Per Capita Income
RD$381 (GDP)*

1973 Foreign Trade Balance +
RD536.4 million

0. Project Purpoge: Expand medium 1969 Commercial Bank Credit 1973 Commercinl Bank Credit to
and long term credit availa- te Private Sector Total Private Sector Total RD$370.6
bility to the private sector RP$147.5 million million
to induce greater private
investoent. Production 92.5 . Production 222.7

Agriculture 12.7 Agriculture 34.5
Manufacturing 66.8 Manufacturing 147.9
Construction 9.0 Construction 25.3
Service 4.0 Service 15.0

Commerce = ° 55.0 Commerce 147.9

“Trade 38.4 Trade 85.6
Ingtallment 1.7 Installment 1.0
Misc. 14.9 Misc. §1.3

C. Project Target: Central Bank's $30 million of new productive Project was conceived ans a2 jointly In period-1/1/70 through 6/30/74

FIDE fund to inject additional
credit to selected private
sector investment.

FIDE credits to create new
job opportunities

credit during life ot project.

Substantinl new employment
rerulting from FIDE lending.

sponsored fund; therefore investment
target includes A.I.D., IDB and GODR
contributions.

FIDE productive credits totalled $62
million. :

As of 6/30/74 these were 1,923 new jobs
created directly by new subloans from enly
the 023 portion of FIDE's portfolio.

Note* - Baged on 1962 constant r,1:icen.




ANIEZ B

PO PENALCED UNDER 023
~Subloan . Total 023 : New Import o

‘No. Sub-borrower ICc1 Prajcct Cost FIDE Loor  Financing  Value Added  Employment Saving Sector Other '
8§14 Operadora Hotelera .

Bacha, C. por A. Banco de Reservas $1,163,784 $580,000 § 90,156 $ 274,553 35 Tourism
812 INDUMUFFLER, CxA oo " 210,970 - 105,000 60,000 88,074 34 $212,185 - Industrial
8§36 Chang Sang, Cxa Chase ‘fanhattan B. 954,407 400,000 200,000 295.352 54 Tourism
8C3% Bernardo Abreu, CxA " Popular Dom. 115,797 50,000 13,000 Industrial
708 Textiles "K', CxA Corp. Fomento Ind. 522,956 150,000 75,000 "
736 Hilanderias Dom., S.A. " " " 2,614,947 600,000 66,738 535,136 53 "
784 Luza, CxA Royal Bank 610,218 300,000 100,000 246,889 19 "
783 Clinica Gimez . .

*atifio, CxA4 M " 975,370 450,000 226,137 224,349 26 Health
732 Neveras Dom., Cua Banco fopular Dom 537,883 200,000 128,754 1,203,918 33 Industrial
7EG Ircdustria Farma ~

ceutica del Caribe " " " 15%,7359 162,000 67,390 91,074 27 "
764 Fabotelladora Do, Firso Nel. ity Jank 342,443 240,000 240,000 "
7563 Dr. Eduarde binzey

Mason Corp 1. Asociada 163,074 8G, 000 25,788 09,557 8 Health
762 Centro de Pediatri

y Esp., CzhA Bances do booservas £47,831 422,122 143,911 58 "
760 Ville de las

Am8ricas, Cxa ' " " 117,129 58,000 13,430 146,708 Tourism
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Total 02 Import s
Sub-borrower IC1 Project Cost  Fink Loan  Finan-ing  Value Added  Employment Saving Sector Other.
..758 Dra. Andrea Dipres - ‘ ' .
de Ricourt \‘ Banco de Reservas $ 26,023 $ 14,000 $ 10,000 - § 15,376 . 5 Health
749 Centre M&dico '
Azvasvivas noo " 109,349 54,600 6,078 . 23,462 5 "
740 Dr. Dajer José acra :
Diepp Banco Poruler Do 55,0687 58,000 38,000 78,604 3 "
732 >ranja Porcina . )
Ivania, S.A. Corp. Fomeuto Ind. 19,400 15,000 2,200 Cattle
729 Ind. Continental Banco de vas 357,640 162,000 33,000 = 159,614 i8 Industrial
723 Hotel el Napolitzno  C..3B. 820,478 477,649 185,000 231,413 21 Tourism
721 Transportes Yanez Corp. tonento Ind. 13,825 40,825 40,825 Induscrrial
720 Emp. Indusrriales Banco Topular Do 414,406 59,340 192,322 145,440 9 "
716 Metal Litho Dom. Firsc Nil. Citr Baak 774,170 350,000 277,00¢ 216,216 23 $504,000 "
704 Alambres Dom. S oo 474,801 200,000 6,920 . 132,422 20 "
‘ 702 Envases Antillanas Banco Purwiar Do, 1,604,854 832,427 671,074 1,779,542 23 637,700 "
706 Servicies z 1a Co
Ceastruccidn Panco o deservis 143,165 80,000 12,500 128,585 10 . "
698 Granja Mora, Cxa Ranco Puncelar Dowm. 2,561,845 551,469 296,583 1,246,583 153 "
- 691 Bernardo Abrau y , ‘ .
B Cia., CxA “ " " 542,192 250,000 121,840 347,660 8% "
: 686 Expresos Dom., S.A. First d¥el. City Zank 105,775 50,000 50,000 137,264 23 Transportation.
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Subloan
No.

677

Sub-borroucr
Cilindros Nacicuales
.
Ind. Metzlicas, Cxa
Hotel Continental
Ray~0-Vac Dom., S.A.
Asfazltos Dom., CxA

Almacenes Generales
del Caribe, S.A.

Grenja Reproductora
Productos Diversos

Emheotelladore Dem.

Garcia y Orciz, Cxd
{(Fotel Villa J= lus

Am@ricas)

Empresas Unidas, CxA

Victor M. D il
dotel Guari 3]
Casa Central, xA

J. Palaye Rouiticr
Sucs., CxA

Ensaache Juli.orz, CxhA

(Botel ELl Couodora)

Bancce
Corp.

Corp.

Brvoo

(s3]

de Reger

Fomento

Financic

Fomento

» Popular

Fank

Vs

Ly dank 1,358,

Yotal

Projoct Cost

iad. 569,372
ra ASOC. 250,975
Tnd. 373,322
Do 528,940

406,138

28%

de Ruesvervan 31(),207
Pomento Tasd 117,080
de Rescr 143,503
Sanic 234, 205
:’up&llq[ VTSI 3"«)8,0‘31
Jo Roeoervaes 792,080

023 New Import
FIDE tean Financing Value Added Employment Saving
- 5600,000 $ 10,000 $ 534,860 94 $758,140
20,000 15,078 46,587 3
555,471 192,016 ° 190,514 19
413,495 154,995 333,213 78 551,145
120,600 50,130 173,064 12
141,434 38,974 147,917 10
222,567 61,866 306,373 16
200,600 168,389 176,361 21 507,450
560,600 485,220 1,520,850 14
150,000 48,93 115,479 30
58,383 41,701 144,953
71,600 27,178 57,534 9
117,318 14,189 644,595 9
174,300 53,712 152,309
400,000 162,232 18

186,129

1

BEST AVAILABLE

Sector

Industrial

L4

Tourism

Industrial

Services

1"

Industrial

1"

Tourism

Services

Tourism

Industrial

Services

Tourism
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Sublca1 Toral 023 : Import
i Sub-horrowver Icr Projert Cost  FIibi Loan  Finaunring  Value Added  Employment Saving Sector . Other
Dato Centro . Banco de Reservas $1,600,000 $500,000 §500,000 § 427,596 ' 30 Services
N .
308 Constructora Diaz
Toribio, S.A. v " 1,065,574 487,260 230,993 786,686 35 "
431 Jaboneria Valencia " " " 755,432 377,600 198,927 350,802 48 k Industrial
477 Hotelera Dominiz.una T '
(liotel San Jeriniio) oo " 1,027,817 520,000 237,160 346,119 61 ' Tourism
463 Hotel Restaurant '
Lina, Cxa oo " 1,445,608 650, 000 232,240 443,759 89 "
435 Reyes Arquitectura y
Const. (Hotel P'iuar .
Dorado) R " Tub,4248 350,000 75,884 213,701 24 "
424 Compaiiia de Trains-
portaciones, C:i Firust lvl. Cloy bl 134,247 18,863 16,302 92,631 1 Transportation
423 Mznuel A. Fernindez ) R .
Mirmol Banco Por.alar Dox. 373, 369 50,000 3,463 12 Cattle
&02 Industria Formo- : :
Quimica, Cxa Botieo do ws@rvas 2on, 30n 55,000 7,151 139,824 47 $125,815 Industrial
337 .
| v " 2,001,836 1,200,000 369,992 576,763 142 Health
3?8 -iniancil - .
‘ oo " 4.4,322 209,000 63,362 117,000 21 "
372 Centro Midico .
Criental, CxA v " 314,795 150,000 50,000 . 136,121 25 _ "
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R

Sub-borrcwe
365 Centro Midico de
De Oleo Montero N
- 360 Vulcanizados Demi-~
nicanos, CxA
351 Clinica Corominas
344 Quitpe, Cxa
8§47 Stocker, CxA
310 Compania Doninicuna
de Alim. Ldicteus
304 Panificadora Pepin
349 Centro Policliini o
Haco
371 Censtrucclonss oi-
viles vy lurici, s
586h Cartonura Civan
762 Mixirmo ¢ F
837 c
- Prepared byv:
“Capital Nesources Dev. o vice

May, 1974

Cor i
Banwo i Ar
Boineo de Jose

Corp. Fui.ng

Ji

Totral 023

Project Cost

Fit Loon  Financing

Value Added

New
Employment

Import
Saving

s 50,000 § 37,774

1,000 " 30,000 29,066

500,000 367,339

74,000 74,600

o000, 000

404,038

i 175,615 176,415

$

103,338

348,596
86,006

42,413

437,122

302,664

689,691

242,203

558,605

157,277

95
20

82

119

10

30

$75,686

2,509, 627

A

Sector

Other

Health

Industrial
Health -

Industfial

11

Iandustrial

Health

Services

Industrial

"

e 4,700 47,700
LT RNTS | 40,001
LN 42,433
Lo $8,587%.1182

1,923

$5,88%,548

voeoadiditional
Gtoseurcen tncluwding FIDN.
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