
CLASSIFICATION: 

AGIlNCV 1"0" INTIlRNATIONAL DIlVI:LO~MIlNT 

PROGR~M ASSISTANCE 

APPROVAL DOCUMENT 

(PAAD) 

5. To 

7. From 

_U\C/DR, 

! 1. Type Funding cal CWTency ArrangemeDt 

[XI Loan 0 Grant 0 Informal IX] Formal 

: 5. Commodities Financed 

N/A 
16. Pcnrutted Source 

_----=U=.5. only 
limited r.w. 
Fret World 
CJsh S~ , 000, 000 

1. PAAD Number 
Amendment to PAAD 517-K-046 

• ountry 
LOninican Republic 
S. Category 

cash Transfer 
4. Date 
September 23, 1983 
6. OYB Change Number 

8. OYB Incrcue 
None 

To be taken from: 
Econanic SUpport Funds (ESP) 
10. Appropriation Budget Plan Code 
LESA83-35517-KL31 72-1131037 

IS. Estimated Delivery Period 

FY 1983 

17. Estimated Source 
u.s. $8,000,000 

14. Tran~action Eligibility Date 

Industrialized C:::,:ou:.:.n:.:,:u;,:le:...s ____________ _ 

Local 

Other 

18, Su"lfhaaDf~crMHi°£nendment to increase funding for the Private Enterprise Sector Dev r Program 
(Project t517-0171, Loan #517-K-Q39) by $8,000,000 to $49,000,000. Additional funds are being 
requested to implement the following strategy: 

(1) A.I.D. to provide additional tmmediatc BOP relief to the Dominican economY by the 
provision of a $8 million cash transfer to the Central Bank. The foreign exchange will be 
made available [rom the loan subject to a convenant by the GODR that in the succeeding 12 
months, it will allocate at least an equivalent amount of foreign exchange to the priva~~ 
sector for the importation of essential raw materials, intermediate goods, and capital goods 
from the u.s. for private sector industry and agriCUlture. The Central Bank will document 
imports of eligible commodities by th€ private sector and provide the mission with a quarterly 
report of these transactions. All necessary supporting documents will be maintained by the 
Central Bank for mission review. 

(2) The GODR to provide as counterpart funding, the peso equivalent of $8 million to be 
held in special accounts. In accordance with the mission development strategy elaborated in 
the FY 1985 CDSS, this counterpart fund will be used to finance high priority private sector 
developent needs. 1ne GODR has requested that counterpart funds be utilized to provide 
assistance to two general areas: (a) RD pesos three million to support private sector export 
expansion including the development of free zone facilities; and (b) RD pesos five million in 
support of a productiVe infrastructure principally to accelerate execution of lOB, IBRD and 
AID projects, which are necessary for private sector investment. 

The dollar loan will be repaid in 25 years with a 10 year grace period. Interest will be 
pajd at t. 
f~. Clearances 
Ln.C/DP, D. 
C:I:./I.AC, R. 0 DISAPPROVED 

LAC/CAR, J. Holtawa 
, C. Christensen Date~·11.1/b) 

, ~s~~ ______ ~-+~~~~~~~~~malL~~~~ __________ -L __ ~ __ ~~ ___ 
atl.1R, H. sh e 
DAA LAC I. A. 
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AloAC 

E.O, 12356: lilA 
SUBJECT:'PROGRAH A5~ISTAI/CE Arp~OVAL DOCUMENT WAAo) - AHEIIOHEIIT TO 
PROJECT NO, 511-0208 

I. SUMI1ARY, THIS CAelf COll5TITUTES THE PA~n TO AliENO IHE 
ONGOltlG PnIV~TE EIITEKPRIS[ ,ECIOq [JEVELOPH[III I'ROGRMI IPROJECT 
hUMBfR 517-11203, lOI,1I liU:IP.EH SI7-K-OBI, TI1IS AIIUIOIIEIII IIILl 
AOO OOlS, S, II MILL 1011 10 ili[ OII~OING ECOliOlliC SUPPORT FUIID 
(ESF) lOAII, HI~SIO:1 FHU,'i~ AID/ll AUTHORllliT/OII 10 OllllGATE 

THIS AII£IIOIIErI, FRIOR 10 :crHl:n:R 30, EIID ~lJtIH,I~Y. 

2. P.ECCI:M£lIDI111011: U~AIr./liClllliIC~,!1 P,PUlllIC 'lEr.O!111EIIDS 
AUTHORllATIOl1 Of II ~OlS ti n 1~llllOII IIICfifl,:iE l~ THE OIlGOIIIG 
PRIVATE EtmliPRISE ~[CIO~ u, V[LOP~EliT pr'CG~.u11 TIllS IIICREASE 

·IIILl RAISE TilE EI,r:;TlI:G t~F.lO"1I TO {, Hirl.l OF OOlS. 49 
MILLIOII. TlI[ OOll,ili ICr.11 I:lli. or rfPfdO III,S YfilRS IIITH A 
IO-YEAR ~RAC[ r·u I Oil. ThE II'TE:'[:;I \'Ill H 1 PERCEIlT DURIIIG 
THE GRACE PEP-Ion ".:/0 3 prl:WII IfIEI<[UTER. 

,3. CORROI'En: ThE CORf.Q',IF.r. \llll DE THE GOVfRIIMll1T OF THE 
DOHIIHeAIi REPUEllf, I~O~R). TliE TF.CHtIlCAl StCRETARIAT OF THE 
PRESIDEIICY (STP! \llll Cl TIlE OFFICIPl GODR PROJECT 
REPRESEIII AT I VL 

4 •• PROGRAH SlJlmARY: 
A. DURIIIG R[C[~T YURS TItE CCHIIIICAII ECOtlOMY liAS 
SUFFEREO'SERiOUSlY FRon OEP~ES3EO INTERIIATIO~AL PRICES FOR ITS 
MAJOR PIiODIJCTS, SIIORTAGE: OF fO?ElGII E~r.HMIGE 11110 GOIISTP.ICTEO 
IMPORTS, REUUCED REVEC~E~, SC~~CITV or CnEDIT ~IID IIiVESTNEIIT, 
GROWltlG PUeLlC SECTOR DEfiCITS, ilIlD A POLICY FRAIIF.\lORI( IIHICH 
HAS EMPHI,SIZED IHPORT ~Ur:;TliUTlOIi I>'I~ UEPEIiDEliCE UP 011 EXPORTS 
OF TRADITlOIiAl AGRIC~lIIIIJH"l MID HlliERAl C0HIICDITIES. 

B. Itl RESPOIISE TO Tril~ ~EVERE ECOIIOHIC SITUIITIOtl, THE 
GOVERIltIElH OF PR£~IDUII JUilU nlMICO, lIilO AS:UIIED OFFICE III 
AUGUST 1982, IHIIlOII.tflY I OFl~Ul~;E[I SOIiI :;HORI-AIIU MEOIUM-HRI1 
STRATEGI[S AlliED AT ECGI!O!IIC r~cOVlRY. IHE:E oTRAHGIES I/ERE 
CONSISTENT ~IIH RtCO:W,IIOil,ICII, f'RE:;UllffJ 10 IIIE f,ODR 01' THE 
WORLO BANK III JUliE 19,1 CMllliG far. A Ili,IlROIIIIIG or. TilE CEIlTRAl 
GOVERNMEIIT'S FI~CAl DEfl:IT, A :rURRI~~ or THE SAGGIIIG 
oOHlIl/CAIl PRIVAIE :;[CIOR, AlID PROHOIIOII Of 1I01l-TPADITIOtIAl 
EXPORTS TO II\PROVE TilE COIIIIIR\': fORflG11 lYCHlillGt POSlilOiI. 
ALTIlOUtH 1H[ GOOR liAS SEGlIl1 PI.I,!lIlIlIl, A!ru 1I1PlEllr.111ATlotl TO 
ACHIEVE THE~E 05J[CIIVE~, 11 IIlll TA~,E TIME rOil 1HE,E RlI1EDtAl 
/lCTlOIIS TO HAVE A :;IGlllf I CAlli PO~ITIVE It1l'ACT. 

C. 1IIE GOOR IIA~ UEIIOII~rRI,1E!i TIII,l II I:; DEI£RHIIIED TO 
COllFROl1I THE ClIRRlIl1 [COI,OIIIL CRI~I:J. III i,DUIIIOII TO IT, 
AllUOUflCE MUll MID IIIPl E rE III I, II 011 or A S[ III f S OF F. COIIOtl1 C 
REFORtl~, 1I1E GOOR flUiCflEU Ar,r'EEI~lIl1 III JAIIIH,IlY 19GJ \lIIH THE 
IMr rOR All EXlfIlDCD lutiO fACIlll1 'Erfl, TOT~llllr, UOl~ •. 4;'0 
MILLION OVEn 3 YfAIl~ CfGllIlIllIG III 19B3. IT UA~ ALAIII~T THIS, 
CACHUROP THAT THE USC; 11110 TilE GOOR EY.ECUTED 011 :[PTEI1UER JO, 
1982 A lOAl1 A~RmIEIII 10 PROVIDE UOl~. 41. 0 Mill 1011'111 

UNCLASSIFIED 

SAIH(l 01440 01 or 01 1619HZ 1230 U31431 AIDb'/96 
IIIHEOIAT[ CPLAIiCE-Or-PAYllfl!l ((iOP! SIJPPOIlT AI:O 10 EASE rilE 
STRAIII Of IlIl' f;lI!;HHIlY 11EA~IIR[:; TIlE LOIlIl \",~ COIlillTll.1I TO IIIHL 

O. DURING IHE FIr.!;J 11111/ or Iq3J fliE Gorl~ llli:j ~Art:;rlro 

ALL Illf CONDITIOIlS rOil TIll In, Pllll1Y DU[ HI Ilil ('oon UFonr 
TO COIIPlY 111111 IIIE INF IlGR/UllIlI, IIll &01' ~IlU!,"011 IIIPI/OVED 
SUBSTlllITlllllY DURIIiG lIi[ JAlIUI,RY'JUlir IQu1 I·[RIOU·. illE OVERAll 
BOP OLrlCIT III In3 I~ 1I0~ r~lIll:lIlU 10 Il[ LOl:. [9 IIILllJll A:; 

COHP-AREU TO rilE Ol>11Al LEVU Of Olll~. HI 11111/011 III I~l'l.. 

THIS lIiPRO'J[II[III, lim/EVER, I~ 1101 OUl HI II!! IIICII[~~E III rxPORT 
EARIlIlIr,~ HUI PRIHI\~ll'( OUt TO Till I!l~CIICOUllI,(, 01 110R[ IIIAH 
oOLS. tOO MllllOtl III ~HORI-HkI1 COllllfRCIAl 0111, li!iREIIRI\>jE~. 

THE COlliIERCllil RE,GIIEGIILlil,j I:LREF.:1E111 IS ro PE :;1(,1;[001: 
SEPTEI1UfR l~, 19SJ. 11u.r1~IIILE, liI[ GODR IW; prWPO:ED FORIMLY 
TO THE LOVERII~fln 0' rr;uICL TIlE R[II[uOIl.,liW Of ITS OFfiCIAL 
DEBT THROUGH jil[ pr,'II!: ClU!; IIfCH~.II1:;I1. If" CCIIPl[ ,rD BUORE 
YEAR ElID, TltlS ~CTln:i Ilill REl IfVF. 1IIE GOUI: [if flBOUT DOL. 31 
MILL 1011 III OFflCllH OEH ~[flVIC[ Iii 19a] THl HfDII~TlOII Iii TIlE 
OVERALL GOP DrflClT, 1I0',leVEI!, IS 1101 Ail 1iIOICIIIIOII OF 
IHPROVEIiEln III I~E [COIIOI',/ OUI RlillllR Ii 111,/ilfE';IA110/l OF 
DEPRESSED tCD!IOI1IC ,\CIIVITI. LOIITIIIUEO ear IISGIS11111CE IS 
CLEARLY 1iIOICIIl£D DY 1IIE FIICI IHAT THE 11(1 I'IHRlIllTIOllAl 
RESERV.ES HI<.VE DlClltlEO SIfIiDIU TO III:IU: DO!., DSS Mill 1011 AS 
or MARCH 1983 I"OICIiTI~G A SEVERE ~"ORT.GF. Of 10R[ILn EXCHAIIGE 
AllO LIIIIT[D [SSE/iTl/ll IIWOlllS TO TIiE CCI':IIr-y, 

E. THE SIRATlGY I'ROPO~ED IIEq[ III IS fon: 
II TIlE U3G 10 PRO'JIl;l ADUlllOliAI. Il!i'[DIII1f fOP 

RELIEF TO THE UOHIfIIC,'i fCOi/Cr.\, el 'il', PHOVISIOII OF A OOlS 8 
HlLlIOIl CA~II Tf,MIS'E. 10 ;IIE C[liiR"l B.~'iI\. THE FOr.ElGtI 
EXCHAIIGE IIlll OE tlADE I,Vo,IUGlE FI:OII IHE lOl>l1 ~IIB.IECT TO A 
COVEllAilT BY TII[ GOUr. IrAT III IIiE SUCCElDlliG l'oll V[ 110llTHS IT 
WI~L ALLOCATE liT lEA" t,:, lQUIVAl[1I1 AMr.1J11l OF rOREIGIl EY,:HAlIGE 
TO TH[ PPIVATE "ECTOR fOR THE IIIPORTr.iIOIl OF E~~EIIIIAl RAw 
MATERIALS, IlliUi/l[OIl>.lE GOODS, AIW C.PITAI GOOCJ~ fPOH THE U.~. 

FOR PRIVl,if SECTOR IIIDUGTRY j,IID 11GIIICIJlfll'[. Tllr CEC1P/iI. HIIK 
IlIlL oaCU11U1I II;PORIS OF ELIGIBLE COI:110DITlr~ £Y 1IiE InlVllTE 
SECTOR tliD PROVIDE IIiE HIS~IO~ ~ITII ~ QUAR1(RlY REPORI OF THE:E 
TRAIlSI,CIIOII:. Ml IIECf~SAI\Y ~UPPORTlIIG Docuwm IIlll ~E 

MAltlTAlIlED BY lHE CElllkl!l BAliK FOR III::SIOIi nEVIEIi. 
2) THE GOOR TO PRO'IIDi:, ns COlJlmf<p~RT FUIID I lit" 

THE PESO EQUIV,HIIT o~ UOI.~. ( HllllGl1 TO CE IIELD III ~rECIAl 

ACCOUIITS. IN P~CGRI,MIC[ ~ITII IHE IIISSlOII O[VElOPIIEtiT STRATEGY 
ElARORATED III 1HE fl' 1,05 COSS, TillS COUIiTERPART FUIID \lILl BE 
USEO TO FIIIAIiCE HIGIi FRICRITY PRIVATE SECTOR OEVElODMEIIT 
NEEDS. THE GODR liAS nEQUESTED THIIT CGUIIT[RP~RT FunDS BE 
UTILIZED TO PRIVDEqSSISTllllCE 10 T~O GEtIERAl AREAS: (~! RO 
PESOS 3 HllllOIl TO SUPPORT PRIVATE SECTOR EYPORT FXPAIISIOII 
IIICLUDIIIG THE OEVELOPIlEIII or f~EE ZOIIE FllCIlITI[S; AlID (0) RD 
PESOS 5 I11lll011 III ~UPPORT OF A PRODUCTI VE IIiFRASTRUCTURE 
PRlliCIPAllY TO ACCELERATE EXECUTIOII OF 100, IBRO AllO AID 
PROJECTS, IIHICH ARE tlECESSARY FOR PRIVATE SECTOR INVES1MENT. 

5.oESCRIPTIOtl or ECONOMIC COliolTfOIiS - UPDATE: 

RECORD CoPy 
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A, oURIIIG 19CJ, lilE IlOl111llCrli ECOIIOMY APPEIiRZ TO UAVE 
HALTED ITZ DO'.IIIZLIDE III1ICIIIJEGAIl IIIIH THE IIE~R-DOUBLIIIG OF 
PETROLEUM PRICE III 1978, TIIO I!~R~ICM;E DI~ASTERS III 1979, AlID 
THE PRESCIPIT0115 DROP or 1I0RID SUGI\R PIIIC[~ III 1931. DUHttlG THE 

.FIRST HALF or 190, :;UGI;ii I'HICES H~VE RECOVErED ~LIGIITlY AS 
lif,VE PRICE:; Of GCLO, ~ILVfR, MiD F[IiFOIIICl'll. A :;UB~TAtITIAL 
IIlCP.EA.E Itl TOIJRISH [ARldllGJ IS FOiiECI'ST FOR 1933. REAL GOP 
GROIITH rOR 19&) I: ESIII:r,TEIl III THE RJ.liG[ OF ,-J ~ErCEtIT, ~HICII 

COliPgl'lS FAVOR".Bl Y IiG!dli~T cERO GROWTh III 19[2. TilE 
PRELlllltlllRY [';TltII:TE:; II,DIC'~TE, HO,IEVER, [liE PROJlICTIVE SECTORS 
-- AGRI.CUL·TIJRc MID 111f:U:TRY -- I!~Vt IIOT ~ilO\ll: Mlf AfPPEGll,tLE 
IMPROVU;EliIS DURIIiG TliE FIR"T HALF or Inl. Itl All OrEll ECOtiOHY 
SUCH I" iliiS onE, IT IS Ui:r.'.i,I.ISTIC TO E7,,'[CT REAL CPoOI/TIl III 
PRODUCTIOII TO OCCUR ~ITI,our IIICREiI:;ES It! InpCRTS OF nAW 
MAlERIIILS, 111TE[il'EDllilE lIiPllTS 1,110 CArlTlll, VliRIDU" ItlPORT 
STATISTICS S~O~ A REDUCE[I 1933 IflPOfiT LEVEL, Itl ClfflHlIT PRICES, 
FRCI1 THE D,PRESSED 13," LEVU. AS 1.01lG r:; It\rorn~ ARE nECESSED 
liT THE 1~82 LEI'EL, 110 hEl<[ ECOI:OMIC GRO',:TII IS LI~,ElY TO TAKE 
PLACE III TilE 00111 III CAli [CC'IOII'I. 

B. THE SIIIIilE I~OST It:rO~r',11T EVEIIT ,0 FAR Irt 19S3 HA, 
BEEII THE IHF ilGnEEHEltT rOR All U,TErIDED FUilD FACIL ITY SIGIIED IN 
JAIIUARY. UllOEIl THE A:'R[(Ii[tiT, THE GODR IS fEI'IIITTED TO 
PURCHA~E J.DOUT DDLS. (5U IIllIIO:1 O'JER 1983-192" I:PPROXIIIATElY 
DOLS, 150 111LLI011 EACli IHR, IIITH AUARlERLY IHF COIISULTATIOt!S, 
THE IHF ACRWlfltT COIITAIIIS THE USUAL PERFORllkliCE CRITERIII, 
SPECIFIED OIIE YUR AT A TitlE, RELATED TO HPJ.IISIOiI OF IIET 
DOMESTIC CREDIT OF THE CErtTRAL 6DIIK AIID RESERVE BAliK, IIET 
DOMESTIC ASSET~ OF THE CEIITRAl DAIIII, rtET REDUCTIOII III EXTERtiAL 
PAYMEIITS ARREARS, CE:I1R~L RAlIK tiEl ItITERII,\lIGIIAL RESERVES, AS 
IIELL AS LIMITS Otl TilE WllTnACTlllG OF I<EII EXTERIIAL LOAIIS 6Y THE 
PUDLIC SECTOR, A DOLS I~O IIILLIO:I REDUCTIOII III CEIITRAL BAtiK 
[XTERtiAL PAYHFIIT ARREARA(JES, AliO A oOL~. 35 HILL 1011 TRAII~FER or 
orFICIAL IMPORTS III 1S33TO TI!E PAR~LLEL UCHJ.IIGE I1ARKET. TilE 
Itlf ARRANLEHEIIT 010 IIOT REQUIR[ D"V/\LUATIOII OF TilE CFFICIAL 
EXCIIAIIGE RATE, ~UT EIICOURIMD LEGA;UTIO'I M.O UTILIZATION OF 
T~E PA~ALLEl E~CHAIIG[ H~RKET. IT IIA:; HYPOT~ESIZED THAT A' 
POL ICY OF DROllDEtllllG TH[ SCOPE CF TIlE PARALLEL FOIlEIGti EXCHAtiGE 
MARKET 1I0ULD FACILITATE Ulllrlcr,TIOl1 OF THE DCHAlIGE MARKET AT 
SOME FUTURE TIME AT A REALISTIC RATE. 

C. IIITH THE IMF AGREEIIEIIl III HAIIO, THE JOHGE BLAIICO 
ADMIII15TnATI01i LtUIICII[D ITS IIEGOTI,HIOII:; lilTH COl1l1ERClAL BAtiKS 
TO RESCIIEDULE IIRREARilGE PAYtlUII:;. IILTHOUGII THE II[GOTIAI lOllS 
IIERE DELAYED COIISIDERI>BLY DI)E TO DlfFEREllCfS AI1011:; THE CREDITOR 
B,\IIKS OVER TEnIlS, TIlE P.AIIKS r.11U 1I1E GODR IIEfIChED AGREEMEtiT IN 
LATE AUGUST TO RESCHEDULE RlI'AYllEIIT:; CF 11~IlE lIlAti DOLS. 600 
MILL 1011 III In2l83 COWIERC1i,L rr.:;EliIUMS fO fiVE tURS IIITH A 
ONE YEAR GRACE. TilE ItlF AGR[[IlfIIT Alin THE COllllEnCIAL 

.RESCIIEIJIJLIIIG 11/10 PRO,I'LCTI VE" Pilli I.' Ll U6 RLCHfDUl.lIlG III LL 
RELIEVE PRES:'URE 011 THE OALlIIICE OF PAYHEIH:; SIGUIFICMlTLY BUT 

TERHPOAH I L Y. 
D. TilE 5LOII ECOIIOHIC GROIITH RATE DURING THE PA5T FEll 

~AIITO 01440 Ot OF 07 1&1~~Jl I)JI OJI434 AI[ 
YEARS HIiS 1,~GnAVI\l[D TilE AlRfADY IIiGIl UIIEHI'I (J\MEtil $IIUATIOII. 
SOME REPORT:; ClIllN HIE IlIlElll'UIYl!fll1 RIITI: 10 I,CHO JO P[lIC[uT 
OF TilE IIVAILABLE liOIlIIIOIlCE. 1I0~1 VER, THf Cill",1 flVlli IV[ 1101lEl/llIY 
POLICY AtiD PRICE CCIlTROl "[A~URES PUll SUED Uf IIiE GOIJR'II~YE 

LIIUTED IHE CO:ISUtlER I'IIIU: llif lid 10:1 III 193J TO l,nOll1 A 7 
PERCE liT IIIHlUf.t nATE AlIU TilE 11[1 DEPnfCIATIOl1 Of TIlE I':SO TO 
UIIOfll 10 I'fkCEIlI, ~ERIII,P~ Tilt: IIOST H[I1AI!~.I'IJLE OUICOIIE OF THE 
JOflGE 6LIiIILO'S i,D111111:;IRh11011 llU,T BE II:; All OUT EfrjRT TO 
IIICREASE TII[ rrflCIEllCY OF TilE FUBLIC ~ECTOfi UIIlRPfllJE 
OPERATIOIIS. TilE ~RESIUErtl SCRUTlrtlZEU TilE rltl~IICIAL O'ERATIOII 
OF eEA, CDE, ltiESfRE, /1110 TIl[ COHOE 'fllT[npIII~E~ AIIO R:POlllED 
JHAT TilE II! DEFICIT:; HAD ~EEII ~EOUCED tfTIIE(tI 44 TO 74 PERClNT 
DURIIIG TII[ JANUilRY-JUIIE 19B) PERIOD, COMPIi'llD TO THOS; DURING 
THE SAME PERI~D III 19n. TIlE DEFICII OF TilE WHRI\l G)IJE~tlHEIiT 

HAS ALSO DEEtI RlPORTED TO DECIIIIE FRDl1 RD f'I,O~ 14'- 111LLIOII III 
THE fiRST III\lF ur In, TO "0 \,E:O, 35 IIILLIOIi [WilliG IHE SAllE 
PERIOD III 193J -- A R[DUCTIO:I OF )9 PERCEll!. TillS RUl~RK .. OLE 
OUTCctlE IS PRIIII,RIlY Ol.;l TO TilE SIEI'f'ED UP FFFORi III rAX 
COLlECTIOIi ItilTIATED UY TilE JORGE ULAIICO AU"I"IST~ATI)II. 

E. IN S~H, THE COilBltlhTIOiI OF TilE IflF 1,';hEEIIEIIT, T-iE 
RESCIIED.'JLItIG OF HIE COllmfiCIAL hllD orF ICIAI. Olr.1 AIID r~, 

DETEnMlliED [fFOIiT UI' THE GOJR TO :IIPROVE I'UULIC SEUOl 
EFFICIEIICY SEEll TO III,VE "HllLD OR EVEII IIAI TED THE lCJilOllll' 
SLIDE IIHICH IIA'; 11.I:PEr-fo TH[ OO~:IIIICAII lCO:IOI:Y FOR Til, PAST FEll 
YEARS, IIO~EVER, TilE REI,I ECO'IIlIIIC S[[,TDR II,\~ IIOT YET IIiCREASED 
PROOUCTION AlID fXfORT~ III RE~POIISE. PERIIAPS, THE IIORE RELEVAIIT 
aUESJIO:1 TO ~SK IS QUOTE ~IIY IIOULD f'r.OQIJCTI011 liIiD ItlV,SHIEHT 
ItIC~EASE UI:OUOTE. fCR THE IMr Ar.RI;IMflEtIT IS E~SEIITIA'"LY A 
STABlLllATIOti I'RO('R~11. ThE Illr COIIOITIOII" ~HICII LII1I r tlET 
DOMESTIC CREDIT:;, IIET OOI'ESTIC I>~SE1:; CF Till CEIITR~I ]l.iiK, IIET 
EXTERIiAl. PhYIIEIIT, 11!,REIiRS, IIET IllIEfl11AT1011!1L f,ESERVE, OF THE 
CEIITRAL fiAl:!! Ail[) Pl ACE CE ILl :If.S Gil FORE I Gil rO;;nO')IIIG 3Y TIlE 
PUElIC SECTOR, COI::;TR'IIII lIlE GOGR FROM AOOPTIIIG Ali E»AtI~IOtiARY 

. EconOHIC POLIC/ 1'0r. THE D:JRq 1011 OF THE AGlllEWIT. VI rliOUT 
THE HIITIATIOII Or UPAIISIO:IAiiY POLICY ~EASUr!ES, IT IS IJIILIKEIY 
THAT A tlEIi ~IIVE Of 11I'1[:;TI1,IIT MiD PRODUCTIO:I I:ILL DE 
fORTIICO~."IG" III "DDITIO:I, TilE CCIIMEIICIAL D~DT RESChEDJLIIIG 
PROVIDE:; OtIlY A OliE YEAR GRACE PERIOD (19841. THU:;, tiE GODR 
MUST FIIID lIi,YS OF IIICREASIlIG ITS EARtlltiGS III ·THE SIIORI TO 
HEDIU~ nUti TO I1EET THE tiEIi DECT REPAYHEtiTS AIID EKPAtiD THE 
ECOIIOHY. 
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F. TO IIICR[ASE ITS REVF.tIIJES AND FX f'O~ITIOtl, :HREE 
OPTIO~S AFPEAR OP[~ 10 TilE GOOR POLICY HAKERS: 

I) ItlCRE~,:E I:OII-lRIIDITIO:IAL EXPonT~ or GOODS AlID 
SERVICES IiY AT LlAST DOLS IjO HILL 10il A YEAR OVER THE 1985-89 
PERIOD TO COVER lHE UPCOHI~G ARREfRAGE REPIMIEIH. IIO'.IEVER, IT 
IS U~REAlISTIC TO EXPECT 1I0:I-TRADITI0Iil,L EZPORTS TO I~CPEI\SE AT 
THIS RATE. IT IIIIL W,l I.T lEA~T FOliR TO rIVE IEARS TO CBAlIGE 
THE STRUCTURE OF THE [COIIDIH FI,Oll ITS I::?O?T SUBJTI1uTI011 TO 
EXPORT lXPAllSIOl1 I~ODE, I,> LOliG AS TilE r.UR,I[11T IIIPORT 
SUBSTITUTIOil EIIPI [lSI" Ie I:AIIITldIIEn, 1:0 r.'hSTIC lIiCiiEASE III 
1I01l-TRIIOITI0:I'\l E;,p(m:; IIllllll.[lY HKE PLALE. 

2) ~OP[ fOR CI'AIiG[: Iii BE H;~no Of TRI',PE III FI,VCR 
OF DOHIIIICMI E:{POr.T CO:1I'0DllIE: TO IIIC:EI.Sr: TilE COUIITRY'S EOP 
MID REVElilJE P~:llICil. TI'E \'O,flu PRICL: 0; cl.lGi.,R, COfrEE, 
COCOA, TOlAGCO" Gal v, S Il V[R, III C!',[L, l TC., tillY R I Sf I ~ TPE 
rUTUR[ TII[I\EOI [i,'iIIiG TIlE rO,[IG,1 17.(1';;IIGf. P'ESSJ['E FOR THE 
TI~E DEII'G, D'JE IV Till f'ROJlCTEO n[OIJCTIOI. OF CO,dl ('~l'f'S TillS 
YEAR III TilE U. S., IT lil(,11T H"FfEI! II1"T SIJGtR :US:TITUl[, IIiLL 
110 LOIIGER H COlitETITI" Arlll :;~GAR FRICES ;,CTIJALlY IIAY GO Uf' 
SUBSTAfIlIr;LLY, U:,FORTUliATEll, IIITIl TillS OPTIOil THERE I: 
1I0111111G TIiAT TilE GC~R cr.'1 DO, III I.DDIT 1011, EVEII Ir TIlE TERtIS 
OF TRAOE ItlPRO'!E FOR liO'.!, IT IS llKrLY TO DE OIilY A TRMISIEIIT 
PilE tIOHEIIOII. 

J) IIICf.EASE FCREIGII IliVESTllEl1l AIID LOnG-lEHM SOFT 
LOAtIS TO tlAIIE UP rOR TilE FX SIIORTFAI.L. TillS OPTIOII \.IOULD 
II/CREASE FORCIGII DCHI\IIGE Av,,'lf,nIL lTV IIHICII CIIII IlE USED TO 
STIHULATE THE ECOIIOIH THROUGH IIIVESTl1l1ll, PRODUCT 1011, MID 
EX; ORTS \/1 THOUT THE DUROFII or 1I111ED I ATE RcPAYl1EIIT. IIH I LE THE 
GOOR CAli IIOPE FO~ SO:1E IMPROVEI1EIIT III PRICES OF ITS PRIIiCIPAL 
EXPORTS MID SOlIE IllCREAcES III ITS EXPDRTS III TIlE SHORT RUII, 
II/CREASED FOREIGII lIiVESTllUIl MiD LnIIG-TERI1 SCFT lOAIIS APPEIIR 
TilE HOST REALISTIC OPTIOII OPEII TO TilE GDD~ POLICY H~KERS. 

FOREIGN IIIV[STHEIIT HA, lHE I\DV/.IITAGE CF PROVIOIII~ IllVESfllEIH 
CAPITAL, IIARIIETIlIG liIIOIl-I!DII AS ~ELl A~ PRODUCTIO:I TfCHNOLCGY, 
TilE IIiTERIlATIOIIAL DO'IOR COi1 rlUIHTY AL,O SIIOULD PROVIDE THE OOP 
AS'ISTAIICE roa TilE IIEKT FOUR TO riVE YfAR~ TO IIICRE~SE IMPORTS 
A~D EXPORTS, 
6. BALAIICE OF PAIMEIIT, UPOATE. IAl:O ~EE MIlIEX II: 

A, TIlE LATE.T CElliRAL EAlIK PROJ[CTIOII FOR TIlE 19&3 DOP 
SHOIIS SLIGIIT '"PROVEnEIiT I~ BOTH TRAOE OALAIIC[ RIID IIET 
SERVICE •• TilE TRAOE UEFICIT rOR 198] IS PROJECTED AT DOL~ 458 
;1ILLlt~; 001/11 rROl1 THE 19C2 DEFICIT OF DOL!;, 490 111LLI011. THIS 
RECOVEf'Y I~ nA:;EO 011 A COIIOIIiATIOIl OF II I'ROJfCTED SHALL 
!tICREA:;:: III DPORTS AIIU REDUCED IIIPORT::. TIlE DEFICIT III THE 
IIiVISIDIl BALfillCE I. lil~O PROJECTED TO OE'::LII:E :;LIGHTlY nOll 
DOLS. la7 IIILLIOII 111158, TO DOL., 121 111111011 III 19B3, MAINLY 
DUE TO RI:;I~G TOlIRI.H Ur.II'lli~S, AS II JiESUll, TIIC CURREIIT 
nCCOUIH DlFICIT I~ PIlOJlCTLO AT ~Ol~, )10 IIiLllOIl III 1983, A 
REDUCTIO~ OF DOL:;. 11 111[LI0I1 rROl1 THE I~r.l ~EFICIT LEveL 
ALlIlOUGIl TillS IS :;Tlll A IIIGIl DEFICI1, IT IS TilE ~11i1LlE:;r 

CURREIIT nCCOUIiT D[FICIT SIIiCE 1979, TilE CA~ITA( ACCCUIlT A~~O 
PROJECTS ~OME I HPPOVlfl[llT:i. ~El PRIVA1e CAf'ITAL .IIIFLOII I~ 

SMITO 01440 U] or 07 1&2rJl7I IS~2 011415 AIO~J3a 

'ESTIIIATEIJ /IT NIIW: DOL:; L tULIIOIl cnl1PI,Rfil 10 111r [511111.1ED IIET 
OUTnOIi OF OOlS. 121 1111,110~ 1I111!1IIG lll~ I \l Ilii. IIiE IIIi' 
AGRIfIlEIlI 1.lID IIiE COI1'HIH,IAI IIUII 1l[:'~IIEOl" 1111, ~[[!1 In 1:IIVr: IIAD 
P051TIVE ItlP/ltl 011 CHEllll A~I\llI,BILITY. 11111011111011, ·IIiE.IIEr 
OFFICIRL C/,PITAl HIILOII I'; PIIOJLCIEIl AT A :'OIIi~lll<l OI'lltll~TIC 

LEVEL or DOL~, 'H9 HILI lilli, cOl1l DOL~, LI IIIIIIOIIIII~HER TII~II 

lAS,1 YEAR':; LEVfL TilE CVER"L.\ tOP orr ICIT lOR 1981 IS 
ESTIIIATED III 001 •. a9 tlllllOlI, IIIIICH I:' fAn I[~!; fliMI TilE OOLS, 
337 HILL loti DH ICIT E';llt:;I1[O rfJR In~, 

B, liE tlll:T IIA~TfIl TO /',00 A IIOliO or CI,UTIOII. AL TIIOUGH 
TIlE CEtlTRAL BAm; fM.lECT~ MI 111i'RDven top PICIURE lOR 1983, THE 

.FIGURES IIIPIC~r[ 111~T THERE HAS IIOT BElN REAL PROGRESS I~ 

EXHRIIAL TPilOf Il~ T~O ~CCOUIW;: II) THE ov,nALL OOP IS :;iILL 
IIEGATIVE. TIIAT IiHli:, Till J;O:1II1 I CAli rCO:IOll{ IIUST REDUCE ITS 
IUTERIIATIOIIAI P,:l,IJt: \:I,fCIl I,RE Allill;UY liT MIIIU:; OOlS S,5 
MILI.'OII; AiID. (1) TIiE 1i1f'I,OVEilrtll IS lIIlIP[t\' cUPEI\FICIAL AlID 
MAY fiE TEI1POHAB), LEC,\~~E TIlE ['Of' IIIPPOI'lI1',11T I:; LAnGEl Y DASED 
011 1I1E EXTUiVEO P,PiI\'I!Uil ~CH[DL'lE Of lllE ~"OnT-TEl:rl COf'11ERCIAL 
ARREARS. UI:OER TI:E t:f.1I R[p~,Y!~r.lll cCIIE~UlE, lI!f DO:1IfIlCAIi 
ECO~OI1Y IIA~ Ollf VEI,R 119W TO IiEVITALIZE ITS UPORT SECTOR TO 
EAR~ AQOITIOIIAL f(;R~IGII [YCII~IIGE surTICIEl1I TO COVER THE 
ADDITIOlli,L SEP"JIC,$ OF III OUT nOlS. 1,0 I11Ll1011 PER MilIUM 
OEGIUIIIIIG III 1925, SII:CE THE 19[] r.op I;CCO'JI:T flllLS TO S,IO~ 

AllY APPREClt.UCE 1~,C'if,~,S[ III EXP01H fARIIIII(,~, rllOSPECTJ FOR A 
RIiPID IIICRfA~£ II~ U~CI:T:, IN 19;" PRE hT ~E:;T UIIGOI1TAIII. 
rUN1HERIlORE, TIii LEVfL cr IliPORTS IS O[PRESSED AT OOLS, 1,250 
MIlL.lOII, IIt:I(H IS, II ClI",~EIH PRICES, SLIGIITLY LESS TH~II TIlE 
DEPP,ESS[D IS~2 lr.iC'RT lun AIIO :'OIlE 14 PEnCEI:T BELOII Tllr Ino 
IMPORT LEVEL IT IS U:iLI'lLY TIII1T EXPOfiT I,CITI'/lTIE5 AIIO 
EXPORTS IIIIL IrIC"US[ IlilHOIJT 1\ SIGliIFI(.f,11I I<I:E I~ IHPORT 
ACTIVITI}:, MiD 1~1'\JPi~, 

C, THE U? Ilf.FICIT: or 1973-1~"2 IIEH Sur,:;TAllTlt.Ll)' 
F IIIA~CEO BY iHE ",CCU~,JLlIT I 011 OF EXTERIIi,1 r'llMEllTS nRREARS 1":10 

, TIlE REDUCTIOII II: HIE liEl IIITERIII.TIO:lr,l H~[r.VES OF THE BAIIIWIG 
SYSTrH, Tllf IIIT,:;:iil,II:IIII,l AS:ET: ArID L '"BIL ITIE. OF THE EIITIRE 
BAIIKIlIG SVSTEtl ~;.J"" ,.3 Of IlilRCH 19S3 A liEGATI~E 111TEr.IIATIOIIAL 
RESERVE.oF DOl~, ~",3 1111l10II, AS COtlf'MIE~ TO A POSITIVE 
IIHHIlATIOIiAl Rt~EIi\'l OF OO,~. 19.~ IIILLIOII AT TIlE EIlD OF 
1977. TillS OUAM~T1C DETF.FIORATIOII III lIiTERlil.TIOl1lil RESERIJf.S 
HUST BE REVEPSEC :.0011 IF TilE EXlERllAL lRilUE SECTOR IS TO LE 
RESTORED TO A II~iiE II0R:IAl SITUATIOII. III 1.00ITI011, IIEOIUI1-l\liO 
LO~G-TERH EXiERil,',L CEBT: REG I :;HRED 111111 TrlE CEIITRAL BAliK H~VE 

IIiCREASEO DURlli, IS~2 TO DOlS. \, 75 CILL lOll FROl1 DOlS, I. bD 
BILLIOII. TIlE A~'::~TIZATIOII OF MEiJlUII-AIID LOiIG-TEnt1 DEETS ALONE 
AI10UNTED TO DO~~, 1&1 111L( 1011 III 19a2. TilE SHCRT-TERM DEBT 
AtJORTIZATIDIl ~:: EVE!I IIIGHER AT DOL:. 255 111LLI011. Al THOUGH 
HUCH OF TIIESE AIfCrTIZATl(ll1 PllVlllIlTS \.IEI'E FIIIMICED TlIROUGH 
ADDITIOIIAL LW~:, A CCilTlI:UEO IICCUHULA11011 OF EXTERIlAl DEnTS 

. CLEARLY COHPOU';JS THE COUIIlRY'S E>:TEHlll.l TRIIDE PIlODLEHS. 
D. THE OOMlfrrCf.l1 REPUI!L IC IIEEDS A RiPID I~CREASE IN 

EXPORTS TO PROilDE FOREIGII EXCIIPIIGE FOR TilE REPAYME~T OF PAST 
ARREARs AS VfLl AS TO '"CREA.C IMPORTS FOR FURTIIER E1?ORTS, 
HO~EVER, UI:OEH TilE Illi AGR[[I1EIIT, DORROIII~G BY TilE CENTRAL DAtIK 
AllD THE AUTC:IO~r;IJS AG[iICIES IS COIISTRAIlIED BY TIlE LIHITATIOII 
1I1POSED 011 THE nEl IllTEf:IIATIO"AL RESERVE IPERTA'"'~G TO 
LIABILITIES OF rrA1URII)' LESTlTHI,11 TllnE[ YEI.r.:). III ORnR TO 
11/11 I liTE T~E IIt:CESSAR'1 UPOIlT PROHOTIOI!, IIlilCH IS A tlEDIUH TO 
LOIIG-TERI1 PROELHI, lllE GOOR HIISI COllVEn ITS !:1I0RT-TERH HIGH 
C'OST COHI1ERCI~l AIiR'lI'R~ TO Ii 11AIIAGEADLf LorIG-TERH LOMl 

·PACKAGE. THE ,""RUITL! IIEGOT I/.TrO RESCIIEDUL IIiG OF THE DEBT IS 
OIlLY A STOP GA.' MFr.:;UIlE I!IIICH IIIlL IIOT CO~IBI6UTE 11UCH TO TIlE 
LOIIG-T£Rll ~OlUHOII OF DOIIIIIICAIl REPUIILIC'S OOP PROBW1:;, 
IHNlDIATE BOP ~~5ISTAIICE IS URGE~TLY IIEEDED TO IIICREASE IMPORTS 
or RAil HATERIAlS tllO thP)TAL GOODS FOR TilE PURPOSE or 
lIicREASlliG IfIV(~TlIEII1, PRODUCTIVITY, EHPLOYHEIIl, AIID EXPORT 
EARflIIIGS, . 
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E. RELATED TO TillS IS Till CURRUIT EXCHAtiGE RATE POL ICV 

THAI PHOVIU'S lITTLE .FIIIAIICI~L IIICI.IITIVE TO EXI'Or.TER:. THE 
GOoR IS UllO"l I/ICREA~IIIG PRlSSURE TO Ell/lltlAT[ TIlE FORE IGII EXCIIMIGE 
SURr.EllIJ(HltlG rcOUIr.EllEIIT I," ~0011 A:; POSSIGLE. III 1;00111011, THE 
GoUR IS BE IIiG E:ICOURI;GlO TO ~CCEPT THE IEI,D/:;Al I;'; I; IIEIIIIS OF lASlliG 

THE CURr,flll Fcn I G~I nCHkllGI. COTTLltiCCK ;.:; IIELl i.'; TO EI:CARII 011 THE 
STRUCTLIRAL CII,·!iCE TlI,iT IS IIEG[S~,\RI 10 EfllllG AEO:1l THE UPO~T 
EXPAIISIO~I Ullf 10"0 1:£lF.G;iT!O:1 I~ :,CllfDUl.lD TO /,I:RIVE TOI:AnO 
THE [tID or S[PTElIOLR 19S3 lG [,Glli I:EG~TlJ.1IQ~iJ). III TillS 

COIIIIECTI Gil, TIlE ea I If G I >1 H~' I C'I ;Iili THE !-lIia:; J v f:H I II 
DESIGIi/lT ILl: Of 001111/1_"'1 I\U'I'U: Ie ,., I, cal EElIEF ICII<"I CCUIITRV 
IIILL P"O';IDE 1\ ~1!1011'' II:ClIl1l'!c rali Dr;'ilT" OF lit,lillllCAIl 
PRODUCTS liS llEll II'; fCR FOn IGI; 1~l'i[~HllI:T; 

1. PUBLIC f II:I,II:F. :11[11;11011 'jj·t1:ITE: T!lE DUilltllCldi rUO!.lc 

SECIOR, TIiE ClI,'I"AI ~I:D lUCI,l CO'/CfI:I:UIT, ':1,0 TIiE PU3L Ie SECTon 
EtITERP"I~[$, lIi.'IE Ilgli llTlll rIlL,tlCI/,l OI:·SIPllilF. III TIlE PJo.ST. 

PUBLIC SELTOR ~~GES h~D E"PlO'~~~T G~EU S~~RPlY ~URI"G 

1918-1900 1,:10, ,\: A I·E,Ul T, CEiITHAI. G~·iU.:;I:E:iT C"I·REliT 
EXPEIIDITURES (,rE~ /iV~, f'Enr:llT !'Eli 1,;:'1C:1 OURII:" THI~ P!f<IOo. 
011 TIlE REVEIIU[ SICE, t'1[CEIPT: H1iUY ~.EPT LASE 111111 IIIFI~TIOII 

MAlliLY DUE TO T~.X EX[I~PTlO.l:. GRAI:1[U TO RISII:G PURe.cllll 11110 

FOUo ItlPO,:iS. EY IIIO-I~eo, "FlSCr.L CI\I"I:; EtIEI:GIU ;.c, 
PRESIO[t1T ljUZ'IJ;1I III';lr.UCIEo ~uOG[J OFFlCIJ,lS TO 1I0Lo FISCAL 
EXPEIIDITURF.S II; Lilif Villi f\\VEIIU[S VIf:TUIiLlY 011 I. 

MONTH·TO-tl')ilTll CASIS. III 19Q, TilE CEllTRAl GO'mlldllilT CliRREIiT 
ACCOUI!T 1!ErICIT REGlciEREO Tll[ Ptf'iI OF 110 PESOS ;'17 111LLI0II, 

YHEti THllIEII JORGE DlAIiCO PIIIIIII/'lP.IITlOII VEClof.o TP RAISE THE 
nlTERtlAL Err I C I ElICY OF TilE I'URLI C :;ECTOR Of'EP~TI OIlS. THE 198J 

GOVERW1EilT BUDGET rOil CURnEIIT EXPEIIUITUP.E~ II~S SET AT RO PESO, 
110 MilL lOll, A 7. J PERCElIT II[DUC11011 FnOIl TIlE 19(;, LfVEl. TilE 
PRESIDEt:T HI11~ElF SCFUTlllllEU GOV(I:I,1iE11T [)PEIIIlII:;Rf, TO REDUCE 

UHtIECESSARV UPEII'ES. III ADO ITI 011, TAX ORLAIIiUIi otiS IIEflE 
IIISTRUCTEo TO IHPROVI EllrORCEMEl1T OF TAX COLLECTIOti. A lARGE 
IIUI19ER OF UllIIlCESSARY gilD L!J/liRY IIH'ORTS I,RE PRQiIIUITEo. AS A 

RESULT, III SPITE OF THE nEC[,:Eo ECOII~~\lC :ITUI1TIGtI ArID THE LOY 

lEVEL OF I/iPOR1S, CIJ""EIIT r.lVElIUE: HAVE IIICREA"EII SliOSWITlilll Y 
DURItIG TIlE FIRST IIALf OF 19C3. TilE 1903 Jj,1:U~R{/.JUIIE CURREIIT 

REVEtlUES EXCEEDED 110 rE~O~ .J. 111ll10:I, SOliE RI) "FSO: 9lo 
MllllOIl IIORE THAtI THr ,;'ME l'ERIOo rOR In,. ill TlIOIJGII CUI:RElIT 
EXPEtlOlTURES IIiCREA~lo AT A FASTEH HAl[ TlWI IoIITICIPATED, TilE 

CURREIIT ACCOUIIT FOR 1HE rIR~;T SIX 11011T1I$ or I%J REGISTERED A 
SURPLUS OF Ro rE50~ ~J nllLIO~. THE OVERALL CEtiTIIAl GOVIRIIHENT 

DEFICIT ALSO 5Ho~EU A REDUCTIO" FIIOII Ro rr~os I~O HILLIOII 
oURIUG TilE FII'ST SIX IIOIIT1I5 or In, TO 0111 '( Ro rf:O'; OJ HILLIOII 
OURIUG THE ~AII['rEnIOO OF I!I~J. AL 1I10UGil IJIITA ARI IIOT 

AVAILAnlE 011 TIlE F I 111'::C 1/11. ~ITIJIiTlOII OF PllnllC SI CTOR 

EIHERPRISES, THE PIlEclOUIT Ilf,~ .. [PORTED Itl HIS 'l,lEST SPEECIi 

lHAI DEF ICITS Of C[A, CoE, IIIE:.rRE, MIl) COIIo[ HAVE BEEII REDUCED 

SUUSTAIiTIALlV FROII TIlE P"r.VIOU~ YElIR I.E'Ifl. IT 111\:; IIrEIi AL:O 
REPORTED THAI THE l'unllC SECIOR EIITERPRI:[: HIiVE REoUCCU THEIR 

DEFICITS C[TY[lll 44 PERCE liT AIID 74 I'[RCEIIT. 5111cr THEilE HAS 

BEEII HO I1AJOR TAX CHAIlGES III~TITUHD THI5 YEAR (l1-CEPT Till 10 

UNCLASSIFIED 

PERCEtlT IIH'OnT ~UIlCllr\HGE), TilE II1I'Rf:V[f1[1I1 III lAX COll(CTIOU 
HIlST DE I,TTI(IIIIIIED JO !:ClHR IIIJOIIClllrl1T or EXI ';11 II(J IIL\ IhYS . 
TillS 15 II Rrlll.lihAIiI.E IUlIllJlllOliliO 1/1 VIIY [11111 lilf 1111'.1 'jilill·.ilH 
FIGUilE: IIiDler,HO 111111 Till I%J IlEFltlT COlllo [!.r.lllJ IIIE· 

PROJEClfD lEVEl or 110 1'£:05 il'/ 1111I101!. 11111I0II"it IT IS TOO 
flllILV TO Jllo ... E Illr l'UlillC 5[t1011 OUICII :; II 1111 TI 011 FOR 198J, 
THE IIE~ AIJMIIII~TIIAIIOH ~[lHS 10 H,VI ~ IIA~DlE ON TII[ PUUllC 
SECT.Jn I 1IIIiIIClill DI~;IIiIIiIIV. 

a. SELF·HElP NEASUIIES UPVIITE: 

A. TIlE IIClillVEMlIlT OF TIlE JORGE Dtil/lCO 1:011I:1!~TIIATIOIl 

011 ECOIlfi111C 1IIIiTER" IS 1t1!;[[U IMPRr~:;IVE. ITS Hi\J~n 

ACCOMPL 1 ~11I1[tiT HA: Il[[.~' THE I/If AGRI [IiEIIT 111:0 TiiE RE~ChF.OUL lUG 
OF REI'AYH[III:; OF CO~lIli ;,cll.[ l·rf([[.IIS. III ADOITlOII, TIiE I,OUR ItA~ 

REQU[SHD Ii PIIHI'; CLUB 11,[1 11:(, ~Ol' PE~CHlolJlIIiG or BllillUIAL 

PEUT~ YITH TI:r UIII TED ~TlilE:i f,'lo ~f'l;lIl I.IID ~EVrRAI. OIiIER 
CREDITOJIS. Till PEVI:iIOII Of FOliE'GII ItIVE~Tli:111 LIlY G~I liAS 
DESIGIIEIJ iO [t:~oU;:"',E FOi;[ IGI' IIIVE~lHElIT. liliDER TlIF M1F.1I01lr ,T, 
FOR[ IGII 111'Il':lCH'; IRE ALLUwE[J TO RF.'>I:1£R ItlVE~TlIi.11T CI;PIT~: III 
FOREliJlI CURREIiCIES, MIU YL;\klY PilOFIl r.EI11111.t1r.r.~ 111M Ul[1I 
IIICR~;~Eo TO ./; PERUI,I 01 ,liE RE''':,1[IIEU CJlPIT.\L. TilE lilY 
ALSO llllEnAllZlo oDI1:;TIC lilVL~Tt:['1T l':llb :URPlUS f'F.Ofll~. III 

CO:WECTlOII .IITII THIS liE~ lll',I, THE FOREI'JII IIIV[:illlfllT GO:IIIISSIOti 
U{;S CREI,lED TO EIICQUR/\GE FQfi' IGil 111'.'ESTI~~111 AIID Ei,I'OHT~. 

B. HiE liflll,0111IiIS1RI\710:: il~3 REVISEU lAY ,Q9 Oil 

IIiOUSTRIP.l IllClIlTlVES 1"10 I'RuHCIIO:, TO EYlUlJ THE ~E!IEFIT OF 
IMPORTA1IC'1 Or RI.~ 1~I:illiiALc !;:i~ CI,PITAL G00J~ ~ITH 

EXOtiERAiIOIl: TO All f'P0DUCER~. A IIFU ti PERCE liT VALUE ADDEO TAX 
YllL (,0 IIITO Frr'ECf III 110:Ll11oFR. 11;[ G8JfI IS PRErl,RI/IG THE 
OPER,HIOlil,l PkCC[D'JiiE:, TO IIO"lEIIE::1 THE liE\/ TAX lll\l. TilE 
CEIIl::I:L ~AI,I'. I:; III T~E P"O';F.:.~ OF r.O!iVERTIIIG THE r>ClliillGE 
1t0USl:i HITO FO,III,l FOrEIGI: r. ';II[.li"[ fl.l:IiS, tlCTIVllTEl, Iii rART TO 

STABIL IlC TilE EVoR r.1"lliG 1'''(J;lLEL IWinT lY.CHMIGE Rr,TE 
(CURREtnL Y RD 1[,;8: 1.~' '0.1,:LS U~ [JOLS. 1. 001 Allo It: PIIRT TO 
ItlSTlHI]IO:I·~IZE THI', IIP'O:iTi.liT FIIII,::CII,L III.RV,ET. FOR THIS 
PURPOSE, COI,::,I;(I,1L r..H;I~S :lthE PEFtllTTEO TO OPERI,T[ FREELY III 

THE PARlllLEl 11!.FdiET. TO ~IAI\E THIS TlliOlTlOllAL EtPCRTS _. SUGAR, 
COCOA, COFrEE, TOBIIceo -. 110PE FIIWICIALl V VI~.IlLE, TilE IIOIIETAIIV 

BOARD ~UTHO~IZED I~Sll""~E OF FREELY "EGOrlhClE FOREGII EXCHAII5E 
CERTltlCATES FUR UP TO 20 PEf~C[IIT or THE FIRHS' DPORTS. TIlE 
TRADITIOIIAL E~paRTERS C~lI U~[ TIIESE CERTIFICATES rlTHER FOR 

IHPORTATlOII TlIHOUGH TIlE CEIITRi:L Cfllih OR rOJI EXCHAIIGE AT TIlE 
PARALLEL HARKET. 

9, STATUS OF TilE OliGO IIiG PROr.R MI: 

. A. THE PRIVI.TE EItTIRPRI~E :ECTOR oEVELOPHEIlT P~OGRAN IS 
IIO~ APPROXltiATELY OUE YEAR IIiTO IHPLEHEIlIATIOIl. III GEIIERAL TilE 

PROGRAM IS rnOGRESSllIG ~ELL. ALL OF THE OOlS. 41 HILllOIl YAS 
DISBURSED. REPORTS RECEIVED FROM TilE CEIlTRlIl BAliK IIiDICATE 
THAT AS OF H;'RCH 31, 1983, DOLS. 20.4 I11LL lOti OF EL IGIBL[ GOODS 
ItAVE BEEII IllPonHO UIWER THE PROG~AII FROII THE. US FOR PRIVATE 
SECTOR IIIOUSTRY AIIO AGRICULTURE. 1111 IllFORIIAl REVIEY OF THE 

REPORTS 6E IIiG PREPARED UV THE C[HTRI;L Uhlili FOR ~UU~EOIJEIIT 

REPORTIIiG PERIOD: IIiOICATES TIIAT THE GODR UILl DE AELE TO FULLY 

COHPP YITH TIlE CCVEIIIIIIT III THE LOAII AGREEHEIIT REGARDIIiG THE 
IHP.ORTATIOlj OF DOLS 41 HILLIOII OF GOODS fROH THE US BY TilE 
COUIITRV'S PRIVATE SECTOR. 

3''''~··' .. j 
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TELEGRAM 

PAGE 01 SANTO 07440 05 OF 07 rb104~Z 15H 011437 AIDI>JJ7 
ACTIOtl AID-DO 

ACTION OFFICE lACA-OJ 
INFO AAlA-OI lllCO-02 lMP-OJ ~ FVA-OI PPCE-OI PPEM-OI 

·PPPB-02 GC-OI eClA-OJ GCFl-OI PPOC-OI FM-02 PVC-02 
[S-O: COM~01 01lD-02 OPIC-IO TRSY-O~ R[lO-OI HA:T-OI 
00-01 PRE-OI 10~1 A4 JI7 

INFO OCT-OO . COPY-OI INR-IO EO-08 
1071 II 

ARA-OO AMAD-OI IIIRE·-OO 

------~-----------072717 162049Z 165-30 
o IGI6COZ SfP 8J 
FM AMEtlBASSY SAiITO OOMIIIGO 
TO SECSTATE - \lASIlDC I M~[o I ATE J637' 

UNClAS SECTION OS OF 07 SAIITO DOIIIIIGO 7440 

AIDAC 

B. TIlE GODR'S COU:ITERPART TO THE PRDGRAI1, THE PESO 
EQUIVAlEl1T OF DOl~. 41.0 MllLIO:l, ~A$ DEPOSITED III A SPECIAL 
ACCOUrlT III Tllf WiTHl-l BAIlII FOR USE III SUFPORT OF SELECTED 
PRIVATE SECTOR ACIIVITIE~. THE DETldLED PROCEDURES FOR ThE 
rRO~RAHHI~G AIID U~E OF THE COOR COUIITERPART IIAVE OEEII 
ESTAUL rSHED. THE oveRALL DISTRrCUIiOli FOR THE USES OF THESE 
PESO:; IS: 

AGROrIlDUST~Y AIID EXPORT CREDIT 
ACTIVITY 

PRODUCTI VE IIIFR~STRUCTURE FlHlD 

INSTITUTIOIiAl SUPPOfT AIID 
DEVELOPMENT 

TOTAL 

RD PESOS 

23t11111011 

10 I1llll ON 

8 NllllOtl 

41 I1ILllOII 

THE FOllOlIllIG IS A DISCUSSIOII OF THE STATUS OF THESE ACTIVITIES, 

I, AGROItIDUST~Y AIID EXPORT CREDIT ACTIVITY: 

AI OF THE RD PE~OS 2J MILL 1011 ORIGlliALlY 
BUDGETED FOR THIS ACTIVITY, APPROXIMATELY RO PESOS 8,4 MILLIOU 
(J6,5 PERCErIT! HA:; BEErI U I SEURS[D VY T~E WITRAL BAliK FOR 

APrROVED SU~LOA'I:;, ML' r[sus 2.0 tliLL 1011 18.7 PERCE/IT! Ifl 
SUDlOAtlD APrLIC!\TIOII, I!A, nEEl1 APPROVED BY THE PRIVATE FIII~lICI~L 

IIISTITUTIOIiS IPI I'S) ~ilO IS BEI:IG HVlfliEU BY THE CElITR~l Dllllk, 
AtiD APPROXIMATELY RD PESOS 10.4 111Lli0l1 1~5.2 PEPCEIITl III 
SUOLOAIID APPLICATlOII:; IS IIlieER REVIEII OY THE prl'S. RU PESO, 
500,000 HA, DEErI:ET ASIDE FOR :TUDIE: TO F!'CILIIATE ,r):(III1r. TO 
COOPERATIVES. THE DETAILED SCOPE OF ~OR~ FCA IHE:E STUUIES IS 
BEIIIG DISCIJSSED A, IIELL AS THE PI Ali, FOrt THE I)';E OF THE 
R~HAII/IIiG nu PESO:; I. 7 I11LL 1011 17.4 fEH(EI:1i or ~UDLUIDIlIG 

FUIIDS, IT IS lXPECHD TIiAT I,LL I'P.OGRMIEU irJlIU: UlrDER THIS 
ACTIVITY IIILL B[ FULLY DI~IIUIISEU DURIlIG lI:E I:~;(T rJUAilTER. 
B} OF THE Af'PROY.lllAHLY liD PE:O, 2U.3 MILLIOII 
IN SUBLOAIIS EITHER DI~UUR~ED OR UIIDER IIrVIEU, ~2.7 PE~CEIIT IS 
IN SUPPORT OF AGROIUDUSTRIAL PROJECTS rDR EXPORT, 2.7 PERCEIIT 
IS III SUPPORT OF IIGROIIIDU:TRIRL PROJECTS FOR LOCAL COIISUHPTlOII, 
AND 45,1 PERCErlT IS III SIJI'POllT or /iQ/I-ll rJIIOIlIU 'JSTIlIAL EXPORT 
PROJECTS . 
. 2, PRODIJCT IVE IIIFRA~"IUCTURE fUIIO: 

AI ALL OF THE RO PESO'; to.O IIILL 1011 I'ROGRAllrD 
UI/DER THIS ACTIVITY UAS OISDURSEO RAPIULY. THESE FUIIDS WERE 
PESf'[RATElY NEEDED TO ACCrLTRAT[ OllGOlllo (JODR IIIVESTI1Elm 
FIIIAIIC[D BY IIITEllllr.TlOIIAL L[IIDIIlr, IIISII1U1I0II, IIII[R[ LACI( OF 
LOCAL CURROICY COUIITfRPAIlT HAD HESL'L lElt III IIORK' STOI'AGES or 
CRITICAL PROJ[CTS IIUICH 1I0ULD FACILITATE EXPAU':'IOII or PRIVAT[ 

SAt/IO 07440 U5 or 07 IL104Sl I~~I 0)[4J7 AIDG 
SECTOR PRODIICT I 011. I II hOD III Oil, IIf[ I'C;O~ 0 I ~UlIl'::fll IJIIUEII Till ~ 
.ACTlVllY IIAVl liE~IJI.ITD Itl IIIE rRlIlIlG Ui' Of ("'I'lIor.IMllmY UOI.~, 

25 I1ILLIOIII,VAILIIIILf rOIlIJI~Clm~[lIUi1 IJ:II,IR UI~.IIIIiJ Inn, 111110 
AIID 1110 LOIlIl A/JHUlllli1~. litiS IiCIIVlli II"~ CHII SUCCL::~r,!L III 
PEIII1ITTIIIG llff COI1I'I1IIOil or TII[ PI!IIICII'I'.l 11I~II\1A¥ nrlllE[1I AlliA 
AlID BARAIiOlli\ Aim lill f;[IIAIlILITP.IIOIl /11111 IIIIIIIIIIIIIIIC£ OF 
APPROXII1I\J[t Y ~4 a I'.II~. or RIIRi,L HOAil:, "I L IIIPO;i!IiIlT FOR 
AGRICULTIIRlll PRODUGIIC:1. III IIDUI I lOll, T!lI~ ACTIVITY lIi.S: III'DE 
AVIIiLAUL[ AI'I'HOYII1:.rrIY lID P[eO:; ),4> I11LLI01I III eREDII TO 
SMALL HHMrR:; lIlRO;II,1I THE IrrRD COCOA All!! COFrEE L~MI; PIIOVIDtD 
FUllOS TO SUI'POIH ACTiViT I!::; TO IIICREnl[ ~11I;Ll rIlRI1£R PRODUCT rOil 
~IID PRO~UCIIVITY UllOfR TilE 100 IIIH~RnHfI IIGRICULTUr.QL 
DEVELOPH[rll PROJECT IPIOr"jRO III); AlIU PROVIDED RESOIIRCE: TO 
CONTIUUE A MIIJOR lUll 1,:EIITI\I1I[IITO OEVElOll1rrll PROJECT IIIClUUlliG 
THE CDNSTRUCTlOIl or 13.6 KW;. or IRRIGATlOI: CMI~LS AlID 7 
AGRIC.lILTURH II:PUT :;rOII[S. 

J. IIISTITIIIIO:II,L ~uprORT 1,110 O[VTLOPI~U:r: 

AI PRIV~T[ ::rerOR !)E\'[LOP:1[1I1 oTIIOIEo. IIIIL'ER 
THIS ACTIVITY, liD f'[~O: I.U MllLIOIf liAS iIlL~CATED TO FIf/AIlC£ A 
SERI[S or IIEY STUDI[~ I,E[IlED TO "UPFORT IIIL D£VELOPHEIIT OF 
IMPORTA!:T U~t1I"ICi;1I PRIVlllI. ~ECTon 111II:,TI\ES. FIVE SIUDY 
ACTIVITIES HI,\'E nHli 10EIIII"EO BI THE G~DR MID AGREED TO BY 
AID. [ACH Iir.TI.ITY 1'llL liE (;I,IIAGUJ ~y A OIFrrR[11T GODR 
IIISTITUTIOII AI:D '~ILL FOCU~ CII A UIFFH,IIT .:PECTS OF THE 
PRIVATE :~CTOR OEm OHI'IIT prODL'II. TIlE I,R[~~ or SlLlDY 
IIICLUOE: FOnE IGII lilV,~H:"i:T CE':ElliPtiEIiT; II;O~5TRII;L 'ZATIOI/ OF 
TilE P.IIIVATE ~'[cTOi(; PRIVI,I[ SECTUn D[VELOPITIIT OF TIlE 
SOUTJIEAST; FRE[ ZOIl[ DEVflOrmllT; 1,110 SrfCIF IC PRIV~TE SECTOR 
PROJECT r£A~IBIL IT( ~TIJDI[~. TO unlE liD IE~OS lCO,ODO HAS BEEti 
DI~BUR~ED. lIlE REI1AII,II:" rLfI!DS II1'VE REE:i "LLOCr,T~D MiD SHOULD 
BE DISUU~SED IIITHllj THE IIU;T () HOlmiS. 

D) DEVELonl:11T OF I. 1!!.lilirJ[I:EIIT TPfillilliG 
IIISTlTU)[: UIiOfR Tim 1,:TiVI TY, P.O rE:;~, 3. C HILL lOll liAS 

'PROGIlIiHED TO COIIPLEIIU:T I- D~L:. l. U IIILL 1011 AID GP.MIT FOR THE 
.' GRADUilTE HAIler,EIIEIIT tr.~,III"IG PROIECT 1110. '1l-0IS71. TilE RD 

PESOS 3.0 111LL 1011 I: WII,j U:;fD TO SUPi'e,iT T~E CO'iSTRUCTIOll P.11O 
EQUIPPII;'~ Or THE l:rru[D ErUCI"IOII,~L FACilITIES AT T~[ 

UIlIVERSIL:AD CATOl ICI~ I'.~DH Y IIAESTRA (UCI1I1" CO~ISTp.uCTlorl IS 
tlOIi UtiOERIiAY AIiD I~ f).PEClED TO RE COHPLUEO \lITIIIII THE HEXT 12 
MOIITIIS. 

C) SUPPORT FOR PRIVATE VOLUIITARY 
ORGAIlIZATIO;:~; (PVO'S): U:IDER Till: ACTIVITY, RO PUOS 4,0 
MIll 1011 liAS r'ROGRli!lEO TO :;UPPORT A SERIE~ OF IHPORTAIlT PVO 
ACTIVITIES III THE DOHIIIIU,II REPuiL IC. 12 PVO SUHPROJECT 
PROPOSALS ~ERE DEVELCPEO A~D REVIEIIED AIID IiPPROVED BY A JOIIiT 
AID-GODR CG:l!1IlTH. ThE PVO FROJECT~ CLosn Y COI1PLEHEIlT OTHER 
1115SI01I rUllDED IICTIVITIES MID IIIVOLVE PVOS IIITH SUr.ST.IITIAL 
EXP£RIUICE II: THE DOllllllr;HI [([PUDL IC. TIlE SUBPROJ[CTS FOCUS 011 

·IHPROVltIG TilE PRODUCTlO:1 OF TilE LOIIEf\ IIlconE GROUPS II: RURAL 
AIID URBA~ AREAS. EACII PVO liAS EXECUTED A FORHAl AGRE[~EIIT IIITH 
STP rOR CARHYlliG OUT THE FROHCI. lilliE OF lHE SUBPROJ[CTS IIERE 
DISBIJR~ED A~ LOAIIS 10 THE PVOS AIID 3 UERE DISDURSED A5 
DOIIATIO~S. TO DATE RD PESOS 1,3 NILLION liAS DEEII DISBURSED NOR 
TH~ PVO PROJlCTS. 

'10, PROGRAM DESCR I PT I 011: 
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UNCLAS.S·I F I ED 
[)')l)~II'llIlelll (~/' .~'/(/Ie 

I U C 0 r,ll NG 
T E LE GI( I'M 

PAG[ BI SANIO 01UO Vb or 01 '1620~Sl I~" 01101 AID~3U ~AIIiO I~~~ OJIUI AID~3U 

: ACI ION AID-eo 
-_ ........................ -_. ---- .................. -..................... -. "''' ........................... --- .... _.-

ACIIOH orrlCI I'CA-OJ 
lurD 'UlA-OI 1I.CO-Ol IADP-OJ \~IJR-OI rUl-OI 

rpPU-D7 GC-OI GClA-OJ ~crt -01 prDC-OI 
prc[ -01 PP["-Ol 

rn·C7 PVC-02' 
[S-Ol CO~'02 0111.'02 OI'IC-IO IASY-O~ AElO-DI nA~I-OI 

DO-~I PR[-CI /O~I ~. JI7 

IlIro oCI-ca COPY-OI I/IR-IO £B-oa ARA-oa IIIA(-OO 1870 U 
------------------01320 1~2IS11 112 

6 1616001 :EP SJ 
rn ~"(~n~::Y s&~:o DC~I/IGO 
I~ S£CSlhl[ II~:HCC 1r.~IEUIAl( lGll 

UIICIAS S[CIIO~ e~ 0; 07 S~"IO DOMINGO 7440 

AIDAC 

A. G[IJ[R~l: THE A~OI110:Ul ,u':c; 10 e£ "AD[ AVAIL·I,fI[ 
UIIDER IHI: ~r.[I:DI'[NI.IIlll B~ DI~Bu~:!.O IH ACCC~~~~CI IIIIH IH[ 
fY S~ CDSS f~) I~[ C&I I~:I:J:,I,~! ~I~~I(GY Ojlll'I[D ell ?(.G£S 
14-1~ or 11,£ O~(( 'I;~'. pI-I,r. HI:I ;','J:IIC:I;.t f£:'::J~CE' 'JIII 
rUp.IKU (.~:'I:I 11.[ O~~II,I:.·: "'":ii.l~ III ::.FF.YI·I: o~" IliEIP 
A[CO~[RY Fr.~~:~I~: III i, i:,.·.·,:R \"1: I ",[:.['·.r: 1-, b.~~C I[~I',I:IS 

or ~ C£I:~:~ .. ll·: .C:,[:, ~'.J ,. :-U ",',,1 [:".~~:( In[ tv .~ 

CD~~ ~TI:;':'T(~Y I'; r£;II/.r:, !~:~.~ ,. ;r4i (tl. I' .~.['~ J..~ ~ 

rli'.DJ.M~riT'.~ t.··U·~ !! .. i 1·t f::I· ... T~ '.~(·C'·'J ~~.[ !I: t~f 

[[\[lCH~il,T Gi Tit :,~.: ,.,~,4, ':'".,:., r'.:' i.[ .tC'[:,G'''£::£~. 

H(LPII,: 11.[ r,lli~ " .. ;0 ~;!'. ,1L :£:Tl,;:;~ i~ ~'i.:~;·~rJ.'.:-' ".~ 1::-(0 

rc~ A ~1(·1:lr:.:.,'n :111:1 ~;Cll1;~=! ::;:~I·I:I~·;~::' ,,', 

£HCql·ORiE·.·'~ ~'.:.:,-~t:.: I. :1. ,,". ,.[ ...... ·,~·!I.~ II, liI[ 
C~(t..!I~~; ~r t. t~THi i~,·.i;:''-'·.!.l ',\.'1:., G ,:.~.\. I', :'·i 

"I~SIC~i'~ h':,'(:1 0.1,:<1;' :-0. "';'C'.: .• [ r0' ~ c;.> l~h":F[A 

DI~C~~:[D C', r;,d: :~'!l C' ".! r:.:;I· .• ; " .. ·1' I: ~lll~ I'.\~I~ 

Ifj·t.O!)ITI:;'I, 1';; C(l.i·i~'.l: I',"!·U". oj:·:!I·: :I·~ (·:I:"ll'.~ Uit." 
AGR[[r.UIT CC:,~i~'.'I~ II~£ 'J..I~ I~: 1'·~ ;;:.. ::~l:; i[~C,';<r~ '/Ill 

STIll ~PPlY 

B, US[~ CI; l o:;.~ C'J~q':,:( C(',:';1;r ,.';;T T! ~ ~::O:[~,,·~'£·, 

ro~ I~£ U~! 0' :,' I~~~: :;.qIC' :~·.::;P?,,-· ;:;lC.'·) ;C~ I~E 

DOlS. 41 1:llllG'. '~i: ':".,; lilt ~',~ .i.t LI ;~.l~' ·i. rr.~ IHE 
leeM CUP'~[';CI '.I.~:D :~[ ,-:·.:~·r·.i \.'11"1'. ,.',?C'·I~:',l!l t JO 

DAY: t..rT[F. ~!I~ JI:"C',,';;E'·:';,i (,: ~!"~ :;0.: c tll!lIC':, !H£ ~Cj?·S 

10:~l CUFI'[I,:' cr;',·:.~""' ",.: l; ::f;~~II[~ :', ~ :I'[CI;,( 
ACCOJIOI I~: ['iE CI:.!O;: r~I' i~: I:, u:,: ~,.oll):C "',~('l I~[ 

PRO~R~'1. IH. Cli.:'~~ ~~'.- \;;l~ I';'~'~ H! I[rt·:·',.t 
S[C~EI"RI~I Ci I>, r:~:·:".:I:FI 0; II'[ :lr~~11 (,f ~ll 

fRCC£[C: I.!.~ ;llll ~::I:' ;10 ;,11'; C~'.'·,![:P,~" .'Ill bE 

PACCROM~D ~C":IL\ C" I'" C~~~ .~:" ~Ir. rc' 11'(- r;;!o":y rRI~Al[ 
SECIOR ttlEl:--I"':1 ',;'::. :IP l'lll CC~;~:~.~'E I~l G~~~ 

PI~~~I~~ t~J rrC~F'~I~~ 'CIIVIII[S. rf,C~ 10 :-E OI~C!R:[nrUI 
or Ih[ HC,:HO:. SIr \~'l; :'JC~I1, ;~~ ,,~ i,~~~~·I;l. t\ O::~ILEO 

1"?IErE~I/."C·1 PI": iC~ ,;'c~ r;C:icl ~~I:,':, U':~[; ~,,[ IC"I 
CUFA[:;C\' I(;~,:[U I·C:·1I1 [~, I,;~~".: ~, ; I·;:'.:I·,~ ;,.';£ PEEH 

10rllllrlEC ry IH GC~': I.: I~E~i F,'C?:I, ':~!' rc~ I"E~( 

AODITIO~I~: ri:':u~. :i'lC:' Ie ,'lll(;.IIC';: ','~: rt I"E ~l6JlCI or 
rURIHER I:[GO:I~IIO'.:. h~, .. urr, t:.~" r~ .... : t\~.:: rR'ORITI[' 
IIIVOlV[ 11,[ rCll~''''::; 

Il PRO:ll'CII'i[ 1I;r'~.::~U~III':E 'a II:~' 
1tIlIIO:U: t., I'P[\'IC::;lY ~1::U:'.t~, .~! ~a I'£:C~ 10 MilliON 

ORIGlIlAllY nllCe~1[: II:.~[~ :IIE E:f r~t',~~' (,: CC:IIl[FP~~1 10 
KEY IHT[PI,~IIC'lnl\ "1!.c.J ~f.·:_ICI; I~ ',OJ d'llY iJl:tiUR:[O. 

IHEA[ STILI [11:~:, ~U"i\[~, h :'J"',::,',I"" I:EEr 10 pnC'IID[ 
COUIIl[Rr~.1 Rr~'c'.~c£: 10 :~;'rC.1 G'''II !~OJl~IS ""IICH n'l[ 

CRITIC" 10 Hr I,P,,·:',IV' C' 1,·[ L~':'IIo1:.'" IPI'I~1l ~[CleR. IHE 
GODR E:III:hl('; Ih~1 III[fE 111',1_ .'1 11"',01,.1[ '.~(O JOP 

APPROII1I:,T[ll r.~ r[~c~ n :'III'L'I;~ . ""PC:" ~:"'(lU: P~OJ[CIS 

rUIID[D CY ICRO. ICr. .:IIU (,10 ,.~Ct;Q 11',',1 t, II I: t 11'[Cl(~ IHAI 

AD P£:;O~ ~ nllllCIl I'~O'IIDEC , .. ,'r~ I'JI~ ~~':IJ:'I!il 11111.0£ 
UTllll£O rOR 11,[ YRO'JUC"~[ 1'.IP,\:I~U(Il'a, Ie :'Jl'rO.1 A M[Y 
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ACTION MEMORANDUM FOR THE ADMINISTRATOR 

TBRU ES 
'r 

TBRU AA/PPC, 

FROM AA/LAC, 

John Bolton ~ ~ 
Otto J. Reic~ ~ 

SEP 2 7 1982 

SUBJECT: Program Assistance Ap~roval Document (PAAD) - Dominican Republic 

~lgrn: To authorize a $41.0 million loan from the Economic Support Fund 
(ESF) Supplemental to the Government of the Dominican Republic (GODR). 

AASkabAsng: In recent years the Dominican economy has oeen adversely affected 
by three major events which have precipitated the current severe foreign 
exchange and fiscal crisis. They are: (1) Hurricane David in late 1979 that 
caused extensive damage to the country's infrastructure; (2) the 1979 doubling 
of world oil prices that raised the import bill of petroleum products from 29 
percent of total export earnings in 1978 to 42 percent in 1981; and (3) the 
world economic recession of 1981-1982 that has caused serious deterioration in 
the Dominican economy primarily due to depreQs~d international prices for its 
major exports. 

In response to a desperate economic l3ituation, the newly-elected government of 
President Jorge Blanco, who assumed office in August 1982, immediately 
formulated both short- and long-term strategies aimed at economic recovery. 
These strategies are consistent with recommendations presented to the GODR by 
the World Bank in June 1982 calling for a narrowing of the central government's 
fiscal defic~t, a spurring of the sagging Dominican private sector, and 
promotion of non-traditional exports to improve the country's foreign exchange 
position. Nevertheless, it will take time for these remedial actions to have a 
significant positive impact and, in the short run, there is concern that 
current difficulties could steadily impose worsening economic hardships on the 
Dominican people and cause severe structural damages to the economy. 

The new administration will not only have to face the country's economic 
difficulties and undertake a series of difficult and far-reaching measures, 
but will also have to convince the Dominicans that its economic problems are 
being addressed effectively, that short-term austerity measures will payoff 
in the longer term, and that sacrifices will be shared equitably within the 
society. This is an extremely difficult task for the new government, and the 
reaction of the country is unknown. Nevertheless, the GODR has demonstrated 
that it is determined to confront the current economic crisis. In addition to 
its announcement and implementation of a series of economic reforms, the GODR 
is in the process of negotiating an IMF agreement. It is anticipated that 
this agreement will be reached by the end of the calendar year. It is ag~inst 
this backdrop that the U.S. offers assistance to ease the strain of the 
austerity measures the GODR is committed to take and to provide immediate 
balance-of-payments support. 

PiacpppJon: The attached PAAD proposes to provide a $41.0 million loan from 
ESF to the GODR through a cash transfer to the Dominican Central Bank. The 
cash transfer approach is considered the most appropriate because of the 
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immediate need for disbursement of dollars to provide balance-of-payments 
support and, specifically, to respond to demands for foreign exchange by the 
pri~ate sector. Foreign exchange will be made available from the loan subject 
to a covenant that in the succeeding twelve months the GODR will allocate at 
least an equivalent amount of foreign exchange to the private sector for the 
importation of raw materials, and intermediate and capital goods from the 
United States. 

within approximately a month of disbursement of the loan, the local currency 
generated from the program will be deposited in a special account in the 
Central Bank for uses agreed to by the GODR and the U.s. under the assistance 
program. The GODR has identified three areas of financing which respond to 
high priority private sector development. needs. Although specific allocations 
of local currency generations will be subject to further negotiations between 
the GODR and the Mission, and subsequent presentation to A.I.D./W for 
approval, GODR plans and priorities include the following: (1) capitalization 
of a credit facility within the Central Bank to increase the volume of credit 
to the private sector for expansion of agribusinesses and export activities 
($25.0 million) ; (2) capitalization of a productive infrastructure fund to 
accelerate on-going GODR investments financed by AID, the lOB and the IBRD 
where lack of local currency counterpart has resulted in work stoppage of 
projects deemed critical to expanded private sector productivity ($10.0 
million); and (3) private sector training and technical assistance, and 
financial support for private voluntary organizations ($6.0 million) • 

The LAC Bureau's Development Assistance Executive Committee (DAEC) reviewed 
the PAAD and recommended approval on September 24, 1982, subject to certain 
reV1Slons. Principal revisions are: (1) the inclusion of a covenant and side 
letter indicating that the CBI fUnds, including local currency generated, 
should not be used in a manner which will cause serious injury to the 
production, marketing or pricing of u.s. agricultural commodities or 
products; (2) the inclusion of a requirement that a least 80 percent of the 
credit funds be directed at small and medium expor.t and agribusiness 
activities; (3) institutionalization of measures within the GODR to ensure 
that special emphasis be placed upon lending to cooperatives, including 
setting aside a portion of funds for feasibility studies which will identify 
cooperative projects for financing under this program; (4) an increase in 
assistance for private voluntary organizations; and (5) the inclusion of a 
general covenant that mutual agreement between the GODR and A.I.D. is to be 
reached on the programming of all local currency generated under the cash 
transfer. 

JFPtAtbcptApntP •. gpn9;pee: Since funds were appropriated by the u.s. Congress 
for the Dominican Republic in the Caribbean Basin Initiative FY 1982 
Supplemental, no further notification of Congress is required. 

Sgp.gmrngnAatk8A: That you sign the attached PAAD facesheet authorizing $41.0 
million for the Dominican Republic. 

Attachment: Dominican Republic PAAD 

J.,if1 
LAC/DR:~ke:rjw:9/27/82:X29484 Clearances: 
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CLASSIFICATION' 
A'D 1120-1 

(8-eel 

PAAD. 

II. TO' 

DEPARTMENT OF STATE 
AGENCY FOR 

INTERNATIONAL DEVELOPMENT 

PROGRAM ASSISTANCE 
APPROVAL DOCUMENT 

M. Peter McPherson, Administrator 
• FROM' 

_ Ott~_ J. Reich, AA/LAC ~~ +--
g. APPROVAL REQUESTED FOR COMMITMENT OF' 

$ 41,000.000 
II. TVPE FU:":t~:";DLlt~JG~;T-I,~-.-:-L-:O-C:-:A-:-L-C=URRENCY ARRANGEMENT 

CX!LO"'N CJc;RAN~DIN"OR"'AL fX.jFonMAL DNONE 

,e. COMMODITIES FINANCED 

N/A 

I~ PER .... ITT~D SOURCE 

U.S.o.,ly: 

Limited F.W.: _._----------
Free- W,Jrld: 

Cosh: $41,000,000 

'P.. SUMMAny OESCRIPTION 

-'.1" ...... 0 NO. 

5l7-K-039 
'I. COUNTRV 

Dominican Republic 
S. C ... TEc;ORV 

Cash Transfer 
4. DATE 

September 17, 1982 
O. ova CH ... NGE NO. 

B.ove INCRE"'SE 

TO BE TAKEN FROM' 

Economic Support Funds (ESF) 
'0. APPROPRI ... TION _ ALLOTMENT 

1

13. I:STIMATE::l DELIVERV pEnlOD 1'4' TR ... NS ... CTION ELIGIBILITV 
O ... T£ 

FY 83 Date ofa " 

'7. ESTIMATED :SOURCE 

U.S.: $41,000,000 
Irdu51ri 0 I i ~ed Countri lIS: 

Locol: 

Other: .-----_.----------------

The program proposes to: a) provide immediate balance-of-payment relief to the 
Dominican economy by provision of a $41 million cash transfer to the Central Bank; 
b) utilize these funds to pay for imported inputs of necessClr" T':.S. goods and services 
for the prIvate sector; c) provide, as counterpart funding, the peso equivalent of 
$41 million to be held in special accounts and aimed, with U.S. concurrence, at high 
priority private sector development needs in three areas: (i) $25 million for financing 
private sector export prc1motion and agribusiness proj ects; (ii) $6 million for training 
programs and institutional strengthening of organi.zations involved in private sector 
development; and (iii) $10 million to assist GODR investment in productive infrastructure 
"~cessary for expansion of private sector activities. 

ThL. GO DR will agree to allocate foreign exchange to the private sector for the importatior 
of spare parts, capital goods and industrial and agricultural inputs from the U.S. in an 
amount at least equivalent to the loan over a one-year period. Covenants will be included 
in the loan agreement whLch will require" inter alia, (1) use of A.LD. assistance in a 
manner which will not cause injury, or the threat thereof, to the production, marketing, 
or pricing of U.S. agricultural commodities or products; and (2) the implementation of thE 
provisions of Section 203(a) of the draft authorization markup for the FY 1982 supple-
mental which rescribes re uirements relatin to the use of fund D ~e 

20. ACTION (see continuation on next shee' 
~APpROVED Cl DISAPPROVED 

q~RE \~ _9/:_::E_82_ 
Counselor to the Agency 

TITLE 

CLASSIFICATION: j] 



18.-. Continuation of Summary Description 

implementation of these covenants will be spelled out in a separate side letter. 

The dollar loan will be repaid in 25 years with a lO-year grace period. The interest 
will be 2% during the grace period and 3% thereafter. 
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be obligated until the IMF and GODR have reached agrcGment on the targets for the second year 
of their Extended Fund Facility (EFF) Agreen~nt. Evidence that this agreement has been 
reached should be subm~tted by the GODR, with the endorsement of the IMF. Upon approval by 
AID/W, the Mission will then be authorized to obligate these funds. 

The loan is for a 25-year term with a IO-year grace period. Interest is set at 2 percent 
during the grace period and 3 percent thereafter. The iraplementing agency is the Technical 
Secretariat of the presidency. 
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