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THE COMMOWEALTH OF D O M I N I C A  

AND 

THE UNITED STATES OF AMERICA 

FOR 

STRUCTURAL ADJUSTMENT I11 

GRANT NO. 538-604D 
PROJECT NO. 538-0141.04 

Agreement, dated t h e  31st of August, 1989, between t h e  Commonwealth 
of Dominica ("Grantee") and t h e  United S t a t e s  of America, a c t i n g  through 
t h e  Agency f o r  I n t e r n a t i o n a l  Development ("A.I.D."), t oge the r  r e f e r r e d  t o  
a s  t h e  "Pa r t i e s " .  

Whereas, A.I .D.  d e s i r e s  t o  a s s i s t  t h e  Grantee t o  maintain economic 
s t a b i l i t y  and t o  f o s t e r  economic growth; 

Now, t h e r e f o r e ,  t h e  P a r t i e s  h e r e t o  ag ree  a s  follows: 

A r t i c l e  I. The Ass is tance  

A I D  ag rees  t o  g r a n t  t o  t h e  Grantee,  under t h e  terms of t h i s  
agreement, no t  t o  exceed One Mi l l i on  Four Hundred Thousand United S t a t e s  
D o l l a r s  (US$ 1,400,000) (The "Grant") t o  a s s i s t  t h e  Grantee i n  
main ta in ing  s t a b i l i t y ,  r e v i t a l i z i n g  i t s  pub l i c  f inances ,  and promoting 
p r i v a t e  s e c t o r  economic growth. The Grant w i l l  provide f i nanc ing  t o  
enable  t h e  Grantee t o  cont inue i ts e f f o r t s  t o  implement a  s t r u c t u r a l  
reform program. The Grant is a n t i c i p a t e d  t o  be disbursed i n  one t r a n c h e  
a f t e r  s a t i s f a c t i o n  of t h e  Condit ions Precedent s e t  f o r t h  below. The 
a c t i v i t i e s  contemplated here in  a r e  ampl i f i ed  i n  t he  Program Descr ip t ion  
s e t  f o r t h  i n  Annex I of t h i s  Agreement. 

A r t i c l e  11. Conditions Precedent t o  t h e  Disbursement 

SECTION 2.1 Conditions Precedent  t o  t h e  Disbursement 

P r i o r  t o  t h e  disbursement of t h e  Grant ,  o r  any p a r t  t he reo f ,  o r  t o  
t h e  i s suance  by A . I . D .  of documentation pursuant  t o  which disbursement 
w i l l  be made, t h e  Grantee w i l l ,  except  a s  t h e  P a r t i e s  may o therwise  agree  
i n  w r i t i n g ,  f u r n i s h  t o  A. I .D . ,  i n  form and substance s a t i s f a c t o r y  t o  
A.I.D.: 

( a )  An opinion of t h e  Attorney General of t h e  Grantee s t a t i n g  t h a t  
t h i s  Agreement has  been duly au thor ized  and/or  r a t i f i e d  by, and 
executed on behalf o f ,  t h e  Grantee,  and t h a t  it c o n s t i t u t e s  a  
v a l i d  and l e g a l l y  binding o b l i g a t i o n  of t h e  Grantee i n  
accordance wi th  a l l  of i t s  terms. 



? A s ta tement  of t h e  names of t h e  persons  ho ld ing  o r  a c t i n g  i n  t h e  
o f f i c e  of t h e  Grantec  s p e c i f i e d  i n  S ~ c t 5 o n  7 . 2  and a spccincfi  
s i g n a t u r e  of e a c h  person s p e c i f i e d  i n  such s t a t e m e n t .  

( c )  Evidence t h a t  t h e  Gran tee  h a s  e s t a b l i s h e d ,  o r  h a s  caused t o  be  
e s t a b l i s h e d ,  a s e p a r a t e ,  i n t e r e s t - b e a r i n g  U.S. d o l l a r  account  
wi th  a d e s i g n a t e d  U.S. cor responden t  bank, t o  be used s o l e l y  f o r  
t h e  d i sbursements  of t h e  U.S. d o l l a r  proceeds of t h i s  G r a n t ,  and 
ev idence  t h a t  a d e q u a t e  account ing  procedures  a r e  i n  p l a c e  t o  
a c c u r a t e l y  t r a c k  t h e  s o u r c e s  of d e p o s i t s  i n t o ,  and t h e  u s e s  of 
wi thdrawals  from, t h i s  account .  P rocedura l  gu idance  w i l l  be 
provided by A.I.D. t o  t h e  Grantee  i n  t h e  form of a n  
Implementation L e t t e r .  

( d l  Evidence t h a t  t h e  Gran tee  h a s  e s t a b l i s h e d ,  o r  h a s  caused t o  be 
e s t a b l i s h e d ,  a s e p a r a t e  l o c a l  cur rency  account t o  be used s o l e l y  
f o r  t h e  d e p o s i t  of l o c a l  cur rency  s p e c i f i e d  i n  S e c t i o n  5.3 of 
t h i s  Agreement, and e v i d e n c e  t h a t  adequate  account ing  p r o c e d u r e s  
a r e  i n  p l a c e  t o  a c c u r a t e l y  t r a c k  t h e  s o u r c e s  of d e p o s i t s .  i n t o ,  
and t h e  u s e s  of w i t h d r a w a l s  from, t h i s  account .  P r o c e d u r a l  
guidance w i l l  be p rov ided  by A.I.D. t o  t h e  Gran tee  i n  t h e  form 
of a n  Implementat ion L e t t e r .  

(el  Evidence t h a t  t h e  G r a n t e e  h a s  implemented wage and s a l a r y  
cost-containment measures based on t h e  G r a n t e e ' s  r e s p o n s e  t o  t h e  
f i n d i n g s  and recommendations of t h e  Organ iza t ion ,  Methods and 
Manpower t e c h n i c a l  a s s i s t a n c e  team. The Grantee  w i l l  p r o v i d e  
d a t a  and e v i d e n c e  d e m o n s t r a t i n g  t h e  c o s t  s a v i n g s  t o  be ach ieved  
by t h e s e  measures.  

( f )  Evidence t h a t  t h e  G r a n t e e  h a s  i n c r e a s e d  t h e  Government o f  
Dominica's budget  f o r  road and i n f r a s t r u c t u r e  maintenance by a t  
least 1 0  p e r c e n t  i n  nominal terms between i t s  F i s c a l  Year 
1988/89 and 1989/90.  

( g )  Evidence t h a t  t h e  Gran tee  i s  making s a t i s f a c t o r y  p r o g r e s s  toward 
a t t a i n i n g  t h e  t a r g e t s  f o r  wage and s a l a r y  e x p e n d i t u r e s ,  as 
s t a t e d  i n  S e c t i o n  5.8 ( a ) ,  below. 

( h )  Evidence t h a t  t h e  Gran tee  i s  making s a t i s f a c t o r y  p r o g r e s s  toward 
a t t a i n i n g  t h e  t a r g e t s  f o r  p u b l i c  s e c t o r  s a v i n g s ,  as measured by 
t h e  ba lance  on r e c u r r e n t  account  i n  t h e  revenue and e x p e n d i t u r e  
a c c o u n t s  of t h e  Government of Dominica, as s t a t e d  i n  S e c t i o n  5.8 
( b ) ,  below. 

( i )  Evidence t h a t  t h e  G r a n t e e  i s  making s a t i s f a c t o r y  p r o g r e s s  toward 
p r i v a t i z i n g  t h e  Water A u t h o r i t y .  

SECTION 2.2. N o t i f i c a t i o n  

When A.I.D. h a s  de te rmined  t h a t  t h e  ~ o n d i t i o n s  p receden t  t o  
d i sbursement  s p e c i f i e d  i n  S e c t i o n  2.1 have been met, i t  w i l l  promptly  
n o t i f y  t h e  Grantee .  

SECTION 2.3. Terminal  Date f o r  Condi t ions  Precedent  

I f  t h e  c o n d i t i o n s  p r e c e d e n t  t o  disbursement  a s  set f o r t h  i n  S e c t i o n  



2 . 1  have no t  been met by June 30, 1990, o r  such l a t e r  d a t e  a s  A. I .D .  may 
ag ree  t o  i n  w r i t i n g ,  A. I .D . ,  a t  i t s  o p t i o n ,  may t e rmina t e  t h i s  Agreement 
by w r i t t e n  n o t i c e  t o  t h e  Grantee .  

A r t i c l e  111. Disbursement 

SECTION 3.1. Devosi t  of Disbursed Funds 

A f t e r  s a t i s f a c t i o n  of t h e  c o n d i t i o n s  p receden t ,  a t  t h e  w r i t t e n  
r e q u e s t  of t h e  Gran tee ,  A.I.D. w i l l  a r r ange  f o r  d e p o s i t  of t h e  proceeds  
of t h e  Grant i n  t h e  de s igna t ed  U.S. correspondent  bank f o r  t h e  account  of 
t h e  Grantee  o r  i t s  des igna t ed ,  j o i n t l y  approved agent .  

SECTION 3.2. Date of Disbursement 

Disbursement by A.I .D.  w i l l  be deemed t o  occur on t h e  d a t e ( s )  t h e  
p roceeds  of t h e  Grant a r e  depos i t ed  i n  t h e  bank o r  banks de s igna t ed  
pu r suan t  t o  Sec t i on  3.1. 

SECTION 3.3. 0 

Except a s  A.I.D. may o the rw i se  ag r ee  i n  w r i t i n g ,  t h e  t e r m i n a l  d a t e  
f o r  t h e  Grantee  t o  r eques t  d isbursement  of t h e  Grant proceeds  s h a l l  be 
twe lve  months from t h e  d a t e  of t h i s  Agreement. A f t e r  such d a t e ,  A.I.D. 
may d e o b l i g a t e  funds from t h i s  Grant wi thout  f u r t h e r  n o t i c e  t o  t h e  
Grantee .  

A r t i c l e  I V .  Uses of Funds 

SECTION 4.1. Uses of U.S. D o l l a r  Grant  Proceeds.  

The Grantee  ag r ee s  t h a t  t h e  Grant proceeds  d i sbu r sed  i n t o  t h e  
s e p a r a t e  account  s p e c i f i e d  i n  Sec t i ons  2 . l ( c )  and 5.2 w i l l  be used t o  
f i n a n c e ,  d u r i n g  a  per iod  of one yea r  f o l l owing  t h e  f i r s t  d isbursement  
under  t h i s  Grant and i n  accordance w i t h  procedures  t o  be de sc r i bed  i n  
Implementat ion L e t t e r s ,  impor t s  from t h e  United S t a t e s  of r a w  m a t e r i a l s ,  
i n t e r m e d i a t e  and c a p i t a l  goods,  e s s e n t i a l  consumer goods,  and such o t h e r  
c l a s s e s  of commodities o r  impor t s  t h a t  may be agreed t o  by A.I.D. It i s  
e x p r e s s l y  unders tood and agreed t h a t  t h e  Grant proceeds  w i l l  no t  be used 
t o  f i n a n c e  m i l i t a r y  o r  p a r a m i l i t a r y  equipment o r  s e r v i c e s ,  s u r v e i l l a n c e  
equipment,  p o l i c e  o r  o t h e r  l aw  enforcement equipment o r  s e r v i c e s ,  
a b o r t i o n  equipment o r  s e r v i c e s ,  l uxu ry  goods o r  gambling equipment,  
wea ther  mod i f i c a t i on  equipment, o r  p e s t i c i d e s  which a r e  n o t  r e g i s t e r e d  by 
t h e  U.S. Environmental  P r o t e c t i o n  Agency wi thout  r e s t r i c t i o n .  The 
Gran tee  f u r t h e r  ag r ee s  t o  r e d e p o s i t  i n  t h e  s a i d  s e p a r a t e  account  any 
amounts, as d i r e c t e d  by A.I .D. ,  r e p r e s e n t i n g  funds a p p l i e d  t o  a  
d i s a l l owed  u se ,  and t o  reprogram such funds  t o  a  pe rmi t t ed  use .  

SECTION 4.2. Uses of Deposited Loca l  Currency. 

The Grantee  ag r ee s  t h a t  t h e  Eas t e rn  Caribbean d o l l a r s  depos i t ed  i n  
t h e  account  s p e c i f i e d  i n  S e c t i o n s  2 . l (d )  and 5.3 w i l l  be used on ly  f o r  
suppo r t  of t h e  Gran t ee ' s  Development Account i n  accordance w i t h  
p rocedures  t o  be de sc r i bed  i n  Implementat ion L e t t e r s .  It is  a n t i c i p a t e d  
t h a t  funds  i n  t h e  l o c a l  cur rency  account  w i l l  be f u l l y  d i sbu r sed  d u r i n g  
t h e  24-month pe r i od  immediately fo l l owing  t h e  disbursement  of t h i s  



Grant.  It i s  exp re s s ly  understood and agreed t h a t  funds i n  t h e  account 
w i l l  not be used t o  f i nance  p o l i c e  t r a i n i n g  o r  f o r  m i l i t a r y  o r  
pa rami l i t a ry  purposes.  The Grantee f u r t h e r  agrees  t o  r edepos i t  i n  t h e  
s a i d  s e p a r a t e  account any amounts, a s  d i r e c t e d  by A . I . D . ,  r ep re sen t ing  
funds  appl ied  t o  a disal lowed use ,  and t o  reprogram such funds t o  a 
permit ted use.  

A r t i c l e  V. Covenants 

The Grantee covenants t h a t :  

SECTION 5.1. Records 

It w i l l  maintain,  o r  cause t o  be maintained,  f i n a n c i a l  records ,  
i n  accordance wi th  g e n e r a l l y  accepted account ing p r i n c i p l e s ,  t o  a s su re  

' compliance wi th  t h i s  Agreement, such records  t o  be maintained f o r  a t  
l e a s t  t h r e e  y e a r s  a f t e r  t h e  d a t e  of t h e  l a s t  disbursement hereunder and 
t o  be made a v a i l a b l e  upon r eques t  f o r  examination a t  any reasonable  t ime 
by authorized r e p r e s e n t a t i v e s  of A.I .D.  

SECTION U.S. D o l l a r s  

The U.S. d o l l a r  proceeds of t h e  Grant w i l l  be depos i t ed  and 
maintained i n  t h e  s e p a r a t e  account e s t a b l i s h e d  i n  accordance wi th  2 . l ( c )  
above u n t i l  use  a s  au thor ized  by t h i s  Agreement. The Grantee f u r t h e r  
covenants t h a t  t h e  U.S. d o l l a r s  i n  such account w i l l  no t  be commingled 
wi th  funds from any source  o t h e r  than  disbursements under t h i s  Grant. 

SECTION 5 . 3 .  Local Currency 

Using t h e  h i g h e s t  r a t e  of exchange which i s  not  unlawful  e x i s t i n g  a t  
t h e  d a t e  of t h e  l o c a l  currency d e p o s i t ,  t h e  Grantee w i l l  immediately upon 
each  disbursement of t h e  Grant d e p o s i t ,  o r  cause t o  be depos i t ed ,  an  
amount of Eas te rn  Caribbean D o l l a r s  equiva len t  t o  t h e  Grant i n t o  a 
s e p a r a t e  government account a t  t h e  Nat ional  Commercial Bank of Dominica 
(NCB) ,  and t h e  Grantee s h a l l ,  w i t h i n  45 days of each  disbursement  under 
t h i s  Agreement, provide evidence s a t i s f a c t o r y  t o  A.I.D. t h a t  such a 
depos i t  has  occurred.  The Grantee f u r t h e r  covenants  t h a t  t h e  l o c a l  
currency depos i ted  i n  t h e  s e p a r a t e  account w i l l  no t  be commingled wi th  
funds from any o t h e r  source and w i l l  be expended only  f o r  purposes 
approved under t h i s  Agreement. 

SECTION 5 . 4 .  Reports  

( a )  The Grantee w i l l  p r e sen t  t o  A.I .D. ,  on a q u a r t e r l y  b a s i s ,  
i temized documentation of t h e  disbursements  from t h e  s e p a r a t e  U.S. d o l l a r  
account a t  t h e  des igna ted  U.S. correspondent  bank f o r  purposes authorized 
by t h i s  Agreement. This  documentation s h a l l  inc lude :  (1)  t h e  
disbursement o rde r s  t h a t  t h e  Grantee o r  i ts  des igna ted ,  j o i . n t l y  approved 
agent has  communicated t o  t h e  des igna ted  U.S. correspondent  bank t o  
r e l e a s e  funds from t h e  s p e c i a l  d o l l a r  account ,  and (2 )  cop ie s  of t h e  
s ta tements  of t h e  s p e c i a l  d o l l a r  account ,  v e r i f y i n g  t h a t  t h e  funds have 
been a p p r o p r i a t e l y  r e l ea sed .  



( b )  The Grantee w i l l  provide,  beginning n ine ty  days a f t e r  
disbursement of t h e  U.S. d o l l a r  resources ,  and u n t i l  funds i n  the  s p e c i a l  
l o c a l  currency account have been l i q u i d a t e d ,  q u a r t e r l y  r e p o r t s  
documenting t h a t  funds from the  s p e c i a l  l o c a l  currency account have been 
r e l ea sed  t o  t h e  Development Account of t h e  Government of Dominica. 

Fur ther  s p e c i f i c a t i o n  of t h e  conten t  and t iming  of t h e  Grantee 's  
r e p o r t i n g  requirements  w i l l  be contained i n  an Implementation Le t t e r .  

SECTION 5.5. P u b l i c i t y  

The Grantee w i l l  g i v e  app rop r i a t e  p u b l i c i t y  t o  t h e  Grant. 

SECTION 5.6. Execution of Program 

The Grantee w i l l  c a r r y  out  t h e  Program o r  cause i t  t o  be c a r r i e d  out 
wi th  due d i l i g e n c e  and e f f i c i e n c y .  

SECTION 5.7. Consul ta t ion  

The Grantee w i l l  meet a t  r egu la r  i n t e r v a l s  w i t h  A.I .D.  i n  o rder  t o  
consu l t  concerning t h e  e f f e c t i v e n e s s  of t h e  a c t i v i t i e s  undertaken through 
t h e  Agreement. The Grantee w i l l  provide t o  A.I.D. such information 
r e l a t i n g  t o  t h e  economic and f i n a n c i a l  s i t u a t i o n  of Dominica a s  may be 
reasonably reques ted  by A.I .D.  

SECTION 5.8. Miscellaneous F inanc i a l  and Program Covenants 

(a )  The Grantee s h a l l  make every e f f o r t  t o  keep t h e  pub l i c  s e c t o r  
wage b i l l  cons t an t  i n  real terms,  and a t  minimum w i l l  restrict increases  
i n  t h e  pub l i c  s e c t o r  wage b i l l  t o  no more than t h r e e  percent  i n  r e a l  
terms between F i s c a l  Years 1988189 and 1989190. The Grantee f u r t h e r  
covenants t h a t  every e f f o r t  w i l l  be made t o  reduce c i v i l  s e r v i c e  wage and 
s a l a r y  payments and main ta in  a  l e v e l  not t o  exceed 50 percent  of 
r e c u r r e n t  revenue i n  F i s c a l  Year 1989190. The Grantee f u r t h e r  covenants 
t o  make every  e f f o r t  t o  ensure  t h a t  c i v i l  s e r v i c e  wages and s a l a r i e s  w i l l  
no t  exceed 57 percent  of c u r r e n t  expendi ture  i n  F i s c a l  Year 1989190. The 
Grantee f u r t h e r  covenants t o  provide t o  A . I . D . ,  a t  t h e  r eques t  of A.I .D. ,  
expendi ture  d a t a  demonstrat ing t h e  progress  t h a t  t h e  Grantee i s  making 
toward a t t a i n i n g  t h e  t a r g e t s  f o r  wage and s a l a r y  expend i tu re s ,  such d a t a  
t o  be used i n  determining s a t i s f a c t i o n  of t h e  Condi t ions  Precedent t o  t h e  
disbursements  under t h i s  Grant. Mindful t h a t  A . I . D . ' s  r eques t  w i l l  occur 
before  t h e  end of t h e  Grantee ' s  f i s c a l  year ,  t he  Grantee w i l l  be prepared 
t o  presen t  i t s  most c u r r e n t l y  a v a i l a b l e  a c t u a l  performance d a t a  along 
with f u l l  1989190 f i s c a l  year  p ro j ec t i ons  before  January 1, 1990. 

(b) The Grantee s h a l l  make every e f f o r t  t o  c o n t r i b u t e  t o  pub l i c  
s e c t o r  s av ings  by t ak ing  a c t i o n s  necessary t o  produce a  s u r p l u s  i n  t h e  
r e c u r r e n t  account of t h e  Government budget equa l  t o  a t  l e a s t  11 percent  
of cu r r en t  revenue i n  F i s c a l  Year 1989/90. The Grantee f u r t h e r  covenants 
t o  provide t o  A. I. D., a t  t h e  reques t  of A. I . D .  , revenue and expendi ture  
d a t a  demonstrat ing t h e  progress  t h a t  t h e  Grantee i s  making toward 
a t t a i n i n g  t h e  t a r g e t s  f o r  c u r r e n t  account s u r p l u s e s ,  such d a t a  t o  be used 
i n  determining s a t i d a c t i o n  of t h e  Conditions Precedent  t o  t h e  
disbursements under t h i s  Grant. Mindful t h a t  A . I . D . ' s  r eques t  w i l l  occur 
before  t h e  end of t h e  Grantee 's  f i s c a l  year ,  the  Grantee w i l l  be prepared 



t o  p re sen t  i t s  most c u r r e n t l y  a v a i l a b l e  a c t u a l  performance da t a  along 
with f u l l  1989190 f i s c a l  year  p r o j e c t i o n s  before  January 1, 1990. 

( c )  The Grantee s h a l l  provide t o  A . I . D . ,  p r i o r  t o  January 1, 1990, 
except  a s  t h e  p a r t i e s  may otherwise agree  i n  w r i t i n g ,  i n  form and 
subs tance  s a t i s f a c t o r y  t o  A.I .D. ,  a r e p o r t  on measures taken o r  planned 
by t h e  Grantee dur ing  F i s c a l  Year 1989190 t o  remove f i s c a l ,  r egu la to ry ,  
o r  o t h e r  d i s i n c e n t i v e s  t o  p r i v a t e  investment i n  Dominica. 

( d l  The Grantee s h a l l  provide t o  A. I .D. ,  p r i o r  t o  January 1, 1990, 
except  a s  t h e  p a r t i e s  may o therwise  agree  i n  w r i t i n g ,  i n  form and 
subs tance  s a t i s f a c t o r y  t o  A.I.D., an implementation t ime tab l e  f o r  f u r t h e r  
p r i v a t i z a t i o n  of state-owned e n t e r p r i s e s .  

( e )  The Grantee s h a l l  i n c r e a s e  t h e  Government of Dominica's budget 
f o r  road and i n f r a s t r u c t u r e  maintenance by a t  l e a s t  1 0  percent  i n  nominal 
terms each year  between i t s  F i e c a l  Years 1988189, 1989/90 and 1990191. 

A r t i c l e  V I .  Refunds 

I f  t h e  f a i l u r e  of Grantee t o  comply wi th  any of i t s  o b l i g a t i o n s  under 
t h i s  Agreement has  t h e  r e s u l t  t h a t  t h e  Grant i s  not  used e f f e c t i v e l y  i n  
accordance wi th  t h i s  Agreement, A.I.D. may r e q u i r e  t h e  Grantee t o  refund 
a l l  o r  any p a r t  of t h e  amount of t h e  disbursements  under t h i s  Agreement 
i n  U.S. d o l l a r s  t o  A.I .D.  w i th in  s i x t y  (60) days a f t e r  r e c e i p t  of a 
r eques t  t h e r e f o r .  Such r i g h t  t o  r e q u i r e  refund of any disbursement w i l l  
con t inue ,  notwithstanding any o t h e r  p rov i s ion  of t h i s  Agreement, f o r  
t h r e e  yea r s  from t h e  d a t e  of t h e  l a s t  disbursement under t h i s  Agreement. 

A r t i c l e  V I I .  Miscellaneous 

SECTION 7 .l. Communications 

Any n o t i c e ,  r eques t ,  documents, o r  o t h e r  communication submitted by 
e i t h e r  pa r ty  t o  t h e  o t h e r  under t h i s  Agreement w i l l  be i n  w r i t i n g  o r  by 
te legram o r  cab l e ,  and w i l l  be deemed du ly  given o r  s e n t  when d e l i v e r e d  
t o  such p a r t y  a t  t h e  fo l lowing  address :  

To t h e  Grantee: Prime Min i s t e r  and Min i s t e r  of Finance 

Mail Address: Government Headquarters 
Roseau, Dominica 

Cable Address: Telex No. 8613 DOM EXTERNAL 

To A. I .D . :  D i r ec to r ,  Regional Development 
~ f f i c e / C a r i b b e a n  

Mail Address: USAID/Bridgetown 
Box 302, U. S. Embassy 
Bridgetown, Barbados 

A l l  such communications w i l l  be i n  Engl ish.  Other  addresses  may be 
s u b s t i t u t e d  f o r  t he  above upon t h e  g iv ing  of no t i ce .  



SECTION 7.2. Representatives 

For all purposes relevant to this Agreement, the Grantee will be 
represented by the individual holding or acting in the position of 
Minister of Finance, Government of the Commonwealth of Dominica and 
A.I.D. will be represented by the individual holding or acting in the 
position of the A.I.D. Director, Regional Development Office for the 
Caribbean, in Barbados, each of whom, by written notice, may designate 
additional representatives. The names of the representatives of the 
Grantee, with specimen signatures, will be provided to A.I.D., which may 
accept as duly authorized an instrument signed by such representatives in 
implementation of this Agreement, until receipt of written notice of 
revocation of their authority. 

IN WITNESS WHERMIF, the Commonwealth of Dominica and the United 
States of America, each acting through its duly authorized 
representative, have caused this Agreement to be signed in their names 
and delivered as of the date and year first above written. 

COMMONWEALTH OF DOMINICA UNITED STATES OF AMERICA 

pw- 
I S. Williams 

Title: prim& ~inister Title: Director, RDO/C 
and Minister of Finance 
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PROGRAM DESCRIPTION 

The immediate program o b j e c t i v e  i s  t o  support  a  multi-donor 
s t r u c t u r a l  adjustment program, being undertaken under t he  ausp i ce s  of t h e  
"Tight  Consul ta t ive  Group." The Grant w i l l  enable  Dominica t o  undertake 
t h e  program without being encumbered by a d d i t i o n a l  nonconcessional deb t  
t h a t  would merely add t o  i t s  need f o r  suppor t  t h e r e a f t e r .  The 
medium-term o b j e c t i v e s  t o  be served by t h e  s t r u c t u r a l  adjustment program 
a r e  t o  i n c r e a s e  t h e  r a t e  of economic growth wi th  a  view t o  reducing 
unemployment and improving l i v i n g  s t anda rds ,  while  s t r eng then ing  t h e  
c o u n t r y ' s  f i s c a l  and balance of payments pos i t i ons .  S p e c i f i c  program 
o b j e c t i v e s  i nc lude  r a i s i n g  t h e  GDP growth r a t e  from 1.1 percent  i n  1985 
t o  about 4 percent  i n  1986-88 and beyond. The program w i l l  develop 
i n c e n t i v e s ,  i n f r a s t r u c t u r e  and o the r  f a c i l i t i e s  t o  s t i m u l a t e  p r i v a t e  
s e c t o r  investment i n  o rde r  t o  promote growth of ou tput  and employment. 
The program a l s o  aims t o  s t r e n g t h e n  pub l i c  f i nances  by e s t a b l i s h i n g  
p u b l i c  s e c t o r  wage and s a l a r y  and sav ings  t a r g e t s .  The TCG s t r u c t u r a l  
ad jus tment  s t r a t e g y  i s  providing A I D  wi th  t h e  oppor tun i ty ,  through p o l i c y  
d i a logue  and t e c h n i c a l  a s s i s t a n c e ,  t o  a s s i s t  t h e  Government of Dominica 
i n  moving toward a  longer-range development pe r spec t ive  wi th  a  more 
s y s t e m a t i c  approach t o  a s s ign ing  pub l i c  s e c t o r  investment p r i o r i t i e s ,  
r a t i o n a l i z i n g  p a r a s t a t a l s  and improving t h e  e f f i c i e n c y  of government 
ope ra t i ons .  I n  order  t o  meet t h e  growth and employment o b j e c t i v e s ,  
c a p i t a l  expendi tures  a r e  t o  be s i g n i f i c a n t l y  i nc reased ,  c a l l i n g  f o r  a  
l a r g e  i n c r e a s e  i n  donor p r o j e c t  a s s i s t a n c e .  As drawn up by t h e  IMF and 
t h e  World Bank, i n  conjunc t ion  wi th  t h e  Government of Dominica, t h e  
program a l s o  r equ i r e s  budget suppor t  es t imated a t  n e a r l y  US$ 7.6 m i l l i o n  
between F i s c a l  Years 1986/87 and 1988/89, wi th  an addi t ional .  need of US$ 
1 . 5  m i l l i o n  projec ted  f o r  1989/90.  Budgetary support is being provided 
by t h e  IMF, t h e  World Bank, t h e  Caribbean Development Bank and by A.I .D.  
It w i l l  f i n a n c e  f i s c a l  gaps t h a t  remain beyond t h e  f inanc ing  a v a i l a b l e  
from i d e n t i f i a b l e  sources ,  i nc lud ing  donor support .  

A I D  and o t h e r  donor budget suppor t  over t h e  per iod w i l l  enab le  
Dominica t o  f i nance  t h e  program a long  t h e  course s e t  by t h e  TCG and a s  
o u t l i n e d  i n  t h e  Pol icy Framework Paper and t h e  Publ ic  Sec tor  Investment  
Program (PSIP) . 
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A I D ' S  a n a l y s i s  confirms t h e  v a l i d i t y  of t h e  performance t a r g e t s  s e t  
by t h e  GOCD and t h e  multi-donor agenc ies .  Spec i f i c  c o n d i t i o n a l i t y  
requirements  i n  t h i s  Grant t h e r e f o r e  focus on a s su r ing  adequate  p rog re s s  
i n  pursuing a comprehensive s t r u c t u r a l  adjustment program wi th  s p e c i a l  
focus  on f i s c a l  t a r g e t s  and i n c e n t i v e s  t o  p r i v a t e  s e c t o r  development. 

S u ~ ~ o r t  of Cent ra l  Government Budnet 

The l o c a l  currency equ iva l en t  of t h e  Grant w i l l  be used t o  h e l p  fund 
t h e  c e n t r a l  .government's unfinanced budget d e f i c i t  s o . t h a t  Government 
w i l l  no t  have t o  r e s o r t  t o  a d d i t i o n a l  nonconcessional borrowing o r  
f u r t h e r  reduc t ions  i n  i ts  pub l i c  s e c t o r  investment program. Furthermore, 
wi thout  t h e  a d d i t i o n a l  r e sou rces  provided by t h e  Grant,  Government would 
have t o  i n c u r  a d d i t i o n a l  d e b t ,  t h e  repayment ob l iga t ions  of which would 
reduce i ts  a b i l i t y  t o  f i n a n c e  t h e  pub l i c  s e c t o r  investment program. The 
Government of Dominica w i l l  p rov ide  q u a r t e r l y  r e p o r t s  documenting t h a t  
funds  from t h e  s p e c i a l  l o c a l  currency account have been r e l e a s e d  t o  t h e  
Development Account of t h e  Government of Dominica. 


