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PROGRAM /-ISSIS'rANCE 'ro DOMINICA 
(538-0113) .------

A. Recomnendation 

The staff of the AlD Heqion<-ll C:evelopmenl: Office/Caribbe,m 
recommends that the Mission Director authori ze a $2 million Cash 
']~ransfer Grant. to the C;overnment of t:he Commomveallh of Dominic.:a 
(('.,()(:D), utili.zinq FY 19133 .supplern~ntal Economic Support Funds 
(ESF). FWlds will he furnished in threp tranches. The initial 
tranche of $1 million will h,' disbursed a:CJ soon ,:~~3 Conditi.on':3 
Precedent to Fiu,t DLsbursemE'nt. an? m(~t., 'The rerrkllninq $1 !nilHon 
will be furnished I.n two l:ranchr::s of ;trjllOrOC11 each as :30on as 
Conditions Precedent to ~)e(:()nd and 'T'hi ro l)i~j;)ursements are mer .. 
Satisfaction of Uif:'.se C\'lO CDnclihrJrtE; Prec:ec1E:'nt wi 11 be subject: to 
(a) satisfa.ctory ir.1P2('Ir.c'nti.·)f.iun of u:~, local cll~~rc;l,ci P[C(!UlJn 
through \vhich tlw lccal cur Leney eq:!iw,lenr: ct thE': ('ash Transfer 
will support the coui'tTi's public sector i.rrVeejtinent pruqr:all1 and (b) 
continued compliance \,"l th the guide lirlGS of UI(~ ~~xtend("d r".mc1 
Facility (EFF) agreement with the International Monetary Fund (IMF). 

B. Grantee 

The Grantee will be the Government of the Comrnonwealth of 
Dominica, acting through the Ministry of finance. 

C. Program Sunun~ 

The goal of the program assistance is economic 
stabilization. 'l'he Cash Transfer, which responds to a direct 
request from Dominica's Prime Mini.ster (PM) Charles and an appeal 
Ir3de by the H~F and World Bank at last May I s ad hoc Caribbean Group 
meeting in Car.tagena, Colombia, will support the economic reforms 
that the (',ocD has undertaken with the encouragement of an 
$11 mi 11ion EFF agreement with the IMF. These reforms, which are a 
model for the rest of t.he Eastern Caribbean less developed countnes 
(LDCs), include fiscal constraints and increased reliance on the 
private sector and free rna.rket forces. The major purpose of the 
program is to eliminate the government's FY 1983/84 capital account 
and bala'.~e of payments deflcits. While the country h&s made 
progress under the adjustment program, output has not achieved 

\ 
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anticipated levels t and addj t 1.on211 time ,"l.nr:l Eupport are np('lC1ed for: 
the adjustment program to v:ork, 

Upon (:i.iribursE"HK:nc of the> Cru;h '['rC1':',sf("t to t:,hp COCO, 
Dominica will depex:;i.t the }o(,0.] cunenc" ,oqulv.:1.JE::nL to thE' ~j;~~.O 
million grant: int-,o ;,) 1'TpE'cia.l accoun!:, l'r::;] (icco\l!'L hi}] finance 
selected, prcviou:cily unEunded ,;ctivit liC '.. til the (jovcrnm(lnt I s F'Y 
1983/84 capitrd t)u(kjC't, C:i hw)cj("'i: t1':(11: ;".:;n d[d'.,..;tJ up with the 
assistance of t:hc: W.n.lcl Bank, ('ndors(:,d \:h(-; Caribbean Group .:mcl 
praised by Ul(~ Affl-'c\ssif5tpcJ Xnt(;[-,,Lqr:rlc:y iiC";j')i,:'[1i- ~'ll~,[iion for j t-s 
SOUnc1DE'SS. Thp dcbviLi('~; ::;tlf1p()j~::ed,lii:ier ,he local curu'ncy 
pro~1rcurl will c11u'ctJ", or ii~(lirc('tl,! ;::-i;'ll.l~)h' ;1(;: iVity in the-' 
productive ~;pc:tf)r o\C Uvc.' i)()!'.\l(llC::tn (1(:\:(/1;1\',f. 

that: Dominica 
in[rastructun=r (\")l :jY, u., o't (r>;t c 

especiaLLy it,c:: <'\':ri:':iL~"r" '~.<;:': Eli>" if: 

vital ~jociaJ i.r~i )dsi~ t:l'>."I'j:'·'I 

agricultura.L (livr:;c:~i.fi(,';tjr)). :;:X'Ii]] 'j; ('c;',::rU(:i.lr,,': t::.~~!)("('il:\l~·:! l:,hat 

in rLlra 1 arC:i;';,S I ('{nO economic lnf ra.'JL;:uct.ur(-~ A(Jr iCGltural 
diversification, togethpr with tho concentratIon of :social 
infrastructural iIT!prO\l(~';llents in (ura'! 31''2;'\1:;, will help curl') 
migration to urban centers. 

RDO/C and Uw GOCT) }:,'WE' i"lqrccri ["l'lj' the Cash Transfer will 
be a onp time un(;err>3h nq i.n re~:;pc)nr;c~ to a uniqlle situation. 
Dominica is th(~ on ly Ea,:;\:t,'rn ern ihix',:ln counny that ha~,; ;;m EFF 
agreement wi th Ui(~ rrv1F; and has und(Ortakp(1 C1ppropciatr' .s(~ 1 (·-help 
measures. A.I.)), docs not anti";nat.f' the provio:;ion of program 
assistance to Dominica in Lhe future hecausE: improvement i.n the 
country's f inances ccupl,~d wi th conI: inuE'°eJ other rlonor slIpport: is 
expected. Tn dcklition, A.1.D Irloulcl f'xpect E-,irnilar conditions to 
those in Dorninica to ex ist in other countr iE'S before non-project 
assistance wou.Ld he considered for other LDes in the Eastern 
Caribhean. 

The proposed AID proqram as~)i:=;t:.2mcf~, in add) hon to having 
a positive impact on econorni c cJevelopment, supporl~s U. S. foreign 
policy objecti ves in Dorni n i co. ,md the n~st. of the East.ern 
Caribbean. ThE'~ prei"E~nL qcvernment. of Dominica was elected in 1980 
in the wake of poliUcdl and economic chaos, Hurricane David in 
August 1979 demoli.'::hed a rralor part of the island's productive 
cap~city, housing and social infrastructure. A year later Hurricane 
Allen, although less ,sc:lJere than David, seriously undermined 
rehabilitat ion tn aqricultutp., most: notably Ul(' cr i tical banana 
industry. Economic co IJaV3c \;Ja~-3 accompani ed by pol j tical upheCival. 
Two unsuccessful attemptfl -vier'" made by of1p(x~it:~()n elements to take 
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over the count ry by force. U. S. and other Western donor 
rehabilitation assistance, however, was instrumental in facilitatinq 
the recovery of the economy. 

PM Charles won i.n a free election with an urgent nat lonaI 
agenda against vlhich she is still being measured critically by the 
electorate. Her agenda calls for i.ncreasing the pd vate sector role 
in development and o;Jenly seeks a partnership with private 
enterprise in creati ng new employment and rebuilding the i.sland' s 
devastated productive base. Continued demonstration of progress is 
vitally necessary, not only to support a friendly, democratic, free 
enterprise-oriented country but. to promote patterns of development 
for small island states that lead to increased self·-reliance and 
self-sustained growth. 

']'he Caribbean Basi.n Economic Recovery Act, more commonly 
referred to as the Caribbean Basin Initiative (CBI), was recently 
enacted by th(~ U.S. Congress at the President's initiat.i.ve. The 
Cash Transfer I s stimulating effect on the pri vate productive sector, 
as well as the favorable investment climate j nduced by the 
government's economic reforms and the IMF EFF agreement, will 
facilitate Dominica I s taking advantage of the Act's benefits. The 
proposed program also will enable Dominica to import from the U. S. 
producti ve sector inputs worth $2.0 million, the size of the Cash 
Transfer. This provision, in addition to facilitating imports from 
the U.S., will support the country's private productive sector. 

D. Conditions and Covenants 

1. Conditions Precedent to Initial Disbursement 

Prior to the first disbursement under this Grant of 
$1,000,000, or to the issuance by A.I.D. of documentation pursuant 
to which disbursement will be made, t.he Grantee will, except as the 
Parties nay otherwise agree in writing, furnish to A.I.D., in form 
and substance satisfactory to A.I.D.: 

(a) An opinion from thp Attorney General of the 
Grantee stating that this Agreement haB been duly authorized and/or 
ratified by, and executed on behalf of, t.he Grantee, and that it 
constitutes a valid and legally binding obligation of the Grantee in 
accordance with all of its terms. 

(b) 
named person or 
representative or 
specimen signature 

A statement representing and wa':ranting that the 
persons have the authority to act as the 
representatives of the Grantee together with a 
of each person certified as to its authenticity. 
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(c) Evidence that. a special and separate local 
currency account has been established in Dominica into which the 
East Caribbean (EC) doLlar eqivalent of the Cash 'I'ransfer Grant will 
be deposited. 

(d) A list of public sector development activities, 
contained in the FY83/84 official budget of the Government of 
Dominica, to be supported by the Grant and estimated amounts to be 
allocated to each activity. 

(e) Evidence that the Grantee is in substantial 
compliance with targets established under the International Monetary 
Fund Extended Fund Facility. 

(f) An official letter in which the Grantee agrees to 
(I) import from the Uni ted states goods, from those import 
categories previously approved by A. I. D and furnished to the 
Gover.nment of the COfmronwealth of Dominica, i.n an amount at leas!::. 
equivalent to the Grant over a one year period from disbursement: 
(2) monitor such imports and keep A.1.D informed as to progress; and 
(3) certify and document in form and substance acceptable to A. 1. D 
the value of imports actually made from approved categories during a 
one year period from the disbursement of the Grant. 

2. Conditions Precedent to Disbursement of Second Tranche 

Prior to the disbursement of the second tranche of 
$;00,000 or 1::0 I::he issuance by "'.1.D. of d6CUTl'l~n\:~\:1Dn pur~u~nt. t.D 
which such dlsbur~~Tl'l~)"j\: wnl b~ m~d~, t'n~ GrantQQ will, Q~CQPt a~ 
th~ parti~s Jnay otnQrW1SQ dgrQQ in writlng, furni£h to ~.l.D., 
evidence that as of December 31, 1983, the Grantee is in substantial 
compliance witt> its Extended Fund Facility Agreement with the 
International Monetary Fund and that the local currency aspects of 
the Program are proceeding satisfactorily. 

3. Condition Precedent to Disbursment of Third Tranche 

Prior to the disbursement of the third tranche of 
$500,000, or to the issuance by A.I.D. of documentation pursuant to 
which such disbursement will be made, the Grantee will, except as 
the parties may otherwise agree in writing, furnish to A. 1. D., in 
form and substance satisfactory to A.I.D. evidence that as of March 
31, 1984, the Grantee is in substantial compliance with its Extended 
Fund Facility Agreement with the International Monetary Fund and 
that the local currency aspects of the Program are proceeding 
satisfactorily. 
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4. Covenants 

(a) The Grantee will maintain financial records, in 
accordance with generally accepted accounting principles, to assure 
comp1iance with this Agreement, such records to be maintained for at 
least three years after the date of disbursement hereunder and to be 
made available upon request for examination at any reasonable time 
by authorized representatives of A.I.D. 

(b) 'The Grantee/ using the highest lawful rate of 
exchange existi.ng on the date of the local currency deposit, will 
irrunediately upon disbur .3ement of the Grant deposit the local 
currency into the previously established special and separate 
accour.t in Dominica, in the equivalent amount of the Grant proceeds, 
which special account shall, except as A,I.D. may othenJis,~ . .::.qrpe in 
writing, be established ar,d used by the Government of Dominica to 
support their activities in public sector investment as mutually 
agreed to by A.I.D. and the Grantee. 

(c) The Grantee f unless A.I.D. agrees otherwise in 
writing, wiJl furnish to A.LD. four quart.erly reports on the 
funding status of the public sector investment activities in a 
format aCCeptable to A.I.D. The first report will be due three 
months after initial disbursement with subsequent ones submitted at 
ensuing three month intervals. 

(d) The Grantee covenants to collaborate with the 
United states Government on ways of expanding trade opportunities. 

(e) Grantee covenants that it will give appropriate 
publicity t.o the Grant and activities funded thereunder as the 
program to which the United States has contributed. 

(f) The Grantee covenants to exert its best efforts 
to have the particular donor agency involved, cover the required 
government local currency costs of its respective projects. 

(g) The Grantee shall carry out the Program or cause 
it be carried out with due diligence and efficiency, in conformity 
with sound technical, financial and management practices, and in 
conformity with those documents, plans, specifications, contracts, 
schedules or other arrangements, and with any modifications therein, 
appraved by A.I.D. pursuant to this agreement. 

(h) The Grantee covenants to provide qualified and 
experienced management for, and train such staff as may be 
appropriate for the maintenance and operation of the Program, and, as 
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applicable for continuing activities, cause the Program to be 
operated and maintained in such manner as to assure the continuing 
and successful achievement of the purposes of the Program. 

( i) The Grantee covenants to make best efforts to 
restrain in fiscal years 1984/85 and beyond (1) recurrent 
expenditures and (2) borrowing from the domestic commercial banking 
system. 

( j) The Grantee covenants to meet at reglllar 
intervals with A.I.D. in order to consult concerning the 
effectiveness of the activities undertaken through the Agreement. 
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II. AnaJ:ysis of Economic Conditions 

vv-ith a population of 74,000, Dominica is perhaps the least 
developed of all the Eastern Caribbean states. In contrast to other 
states in the region who have hac] modest success in diversifying 
their economic base, D0minica still r~lies heavily on banana 
exports, and subsistence a~Ficultun~ is of greater importance to the 
economy than in other EastFOrn Caribbean states. TourisT'! activity in 
the country is sharply limited by the lack of beaches. The 
country's rugged topography and adverse climatic conditions together 
with its is'.and geography produce high economic infrastructural 
costs. Dominic2's human resource base is thi.n, although lhe sound 
economic policies employed by the P~1 Charles' government are helping 
to stem emigration. Tn the past, the ITK)st talented i.ndividuals 
frequently have emiqrated. The country's per: capita GDP of a little 
over $800 per year is among the lowest in the region, and the 
unemployment rate, variously estimat.ed beh.,een 12 and 15 percent, is 
high. 

1. Agriculture 

Agriculture is by far the most important sector, 
account ing for over 3D percent of GDP and employ Lng 25 percent of 
the labor force. Almost 8,000 small farmers with average land 
holdings of less than three acres produce most of the agricultural 
output. Bananas, for which a guaranteed market exists in the United 
Kingdom, account for roughly 50 percent of exports, while coconuts 
and their by-products contribute 6 percent. Bananas also are the 
single largest source of income for most families in Dominica. 

The country's hea'lY reI iance on bananas suggests the 
need for agricultural diversifi.cation. Foreign assistance, 
attracted by the country's sound economic policies, is enabling the 
country to pursue diversification efforts. With the help of 
external donors, the country is pursuing the development of 
commodities other than bananas, including limes and patchouli (ED?), 
coconuts (CIDA), and tree crops including coffee (U.K.), The 
country is planning to conduct a pilot cadastral survey, while 
integrated rural community developnent schemes are planned for 
several estates. Also, the country's extension services and 
agricultural research activities are being strengthened with A.I.D 
assistance. 
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2. !l,aDufacturing 

Ip C::' rna:). :.:tC"':'~Jr: ;'0 sector is .::>:w:,lJ; r.l:C:1Uf~··cl.)rilig, 

prima)"i.'.y .:g7.:~~,'.L.LP·(.!~ly b<'Sf::,::j, cO!ltnb1 .• tes c),J~Jhly 5 "·;I;(.)t ::.; 

C-:-lt', Mant~i:'a( .jJ.t'1 .. :":i 3.c':i.\,j,:,_~· nas lx::en c;orst\~i.np~ r.-i hl~lh ec"flcmjc 
i"rC:.,'::::-L~r'. (.d. costs. Mo~;t. enlE.rpt~::;es 2.':.,~ pr-:"··:-,te ::.00 

~' '-. ,";2r), incl~.din9 (3IJ(l)·-);.-[u..:essir.q pl.:t[,,:.s ,.me] fc.ctories in 
';!,. '. c.':1i:!.rettes y garments, rum and soft dn.nks. The rrost dynamjc 
o92"at..::oD i~:; the productiul\ ('7' 30ap, prina.rlly from coconuts. In 
the pas:-. li.me "lUi-:~ pro f 1t.tcl:.()P dJSO was significant.; however, Ruses 
J,iJT;~! :hl.l.ce ~~ln.c' 'r dt.ions after HurricanE~ David. 'l'he goverr.:-dent 
lIas 2;)tatL..f-:r· ..,w CQJ;·tpany to take over the lime juice 
operc: i: l(;;~r:. t\2 .. ::0; I-he new comp:my becoine self-sufficient, the 
GOC'D wq] ::;Oi", ~ (~·.)r di vpstiture of its activities to the private 
.sector. 

As for the future, several factors augur well for 
lil.anufactm 1ng. Domini.ca is favored by adequate hydroelectric power, 
abundant fresh water, low cost labor, and offers generous fiscal 
incentives for industrial development. With foreign technical 
assistance including A. I. J) i S Project Developnent Assistance Program 
(PDAP), the GOCD is working to attract :Foreign and domestic 
entrepreneurs to natural resource-based ventures such as fruit 
processing, fresh water exports, forestry, logging and sawmilling, as 
weI:!. as enclavE' manufacturing. Infrastructural improvements also 
are being made that will impact favorably on manufacturing. The 
World Bank at the urging of A. I. n has organi,zed a consortium of 
donors that will be providing up to $40 mi II ion in assistanc2 for 
road rehabilitation; the disrepair of the country's road system has 
been a major impediment to private sector activity, including 
manufacturing. Under the program, work is to begin this year on the 
A.I.D-financed $9.6 million road rehabilitation project which will 
upgrade the link betwee~ the country's airport at Melville Hall and 
Roseau the capital. In addition, a small airstrip has been 
constructed at Canefield near Roseau, and the port has been 
rehabilitated following severe hurricane damage. 

Buoyed by the private sector policies of the 
government of PM Charles Clnd the infrastructural improvements, 18 
small manufacturing concerns had been started by the end of 1981; 
the concerns, 15 of which are local, provide employment for 250 
persons. Eight additional concerns, furnishing employment for 100 
persons, have been started over the past 18 months. Moreover, the 
investment search activities conducted under the A. 1. D. PDAP project 
will encourage more such investments in the future. 

jmenustik
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3. Tourism 

'rourisrn is of less importance, accounting for four 
percent of CDP a.nd 15 percent of forei]l! exchange earnings. 
Hurricanes an(] adverse pu~)licity causc-,>d arr iva.ls to decline almost 
35 percent below Lhe 197t3-·80 per~_od. Even at their peak in 1978, 
arrivals were less th..-tl1 1Q p0'[cent of those in Barbados. 
Large--scale, traditional tourism development is hindered by a lack 
of beaches, relatiw~ly limit.ed acce;3sibil i ty by a1 r, and def icient 
facilities. t1oreover r the Fort YO'.lng Hotel, at ~jrle time the largest 
and !::>est hotel on the is12nd, was destroyed by Hurri.cane David. The 
new Canefield airstrip is helping to bring cJ.ay-tr ip t·.ourists from 
Martiniqu(~, but the econornic im:;>act is limited. 

B. PerformanCe 

During the 1979···BO period, the economy s~J.ffer:ed sharp 
reverses as Hurricane::; David, Frederic and Allen devastated the 
economy. Two successive banana crops were virtually '-:)st; roug:::l 
80 percent of the coconut trees were damaged; the electrical system, 
including hydro-electric facilities and transmission lines, was 
disrupted; port installations were damaged severely; the main hotel 
was destroyed and other hote1 facilities damaged; businesses closed; 
13 percent of all housing structures were destroyed and a large 
percentage of others damaged. In addition, a new civil servants' 
pay package was negotiated by the previous administration which 
included pay increases ranging from 50 to 120 percent and the 
payment of arrears. While the pay increases were the first since 
1973 and reflected basically adjustments to increases in the cost of 
Ii ving over the period, the increased wage bill was a significant 
burden on government financing, especially in light of the hurricane 
damage. Moreov2r, the negot iations on the new civil servants pay 
package created significant labor and political turmoil, especially 
since the previous administration was unable to fulfill its promise 
to pay the arrears. 

Supported by an IMF EFF agreement, the Dominica economy 
since 1980 has made remarkable progr.ess, alth'::)Ugh more time and 
effort is required to achif:ve a complete turnaround. Primarily 
resp::msible are the private sector-oriented policies of PM Charles' 
government, which helped induce (a) a part ial recovery in banana 
production and (b) higher output in the manufacturing and tourist 
sectors, together with rehabilitation of the infrastructure, 
including housing, hydroelectric plants and transmission lines, ' .. he 
port, and sea erosion defenses. The country, however, continues to 
encounter some economic difficulties, includj.ng the increased oil 
import bill resulting from the OPEC price increases of 1979·-80,. the 
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depreciation of the pound sterl ing against the U.S. dollar 
(Dominica's currency is tied to the U.S. dollar and banana exports 
are priced in t.erms of the I--"\()und ster ling), the rec(~ssion Ln North 
America and western Europe and the long recovery period for tree 
crops required in the wake of hurricane damage. 

\vith A. I.D and other donor assist ':lce, real GOP rebounded 
~ '- )rply in 1981 rising 8 percent in real terms after having declined 
.', / percent over the previous two years, and in 1982 Dominica 

::.~ved a. real grmvth rate of 3.2 percent. Nonetheless, by yearend 
, real GOP still had not. 0ttained pre--hurricane levels. 

" ".-,ording to preliminary indications r real output should increase by 
5 percent t.his year I unless constrained by fiscal and balance of 
paym€nts difficulties and/or natural disasters. Recent: windstorm 
damage may have rendered the estimate overly optimistic. 

Banana export earni.ngs of $10 million in 1982 were sti 11 
lower in real terms than prior to t.he hurricanes. 'l'h..:' industry 
experienced some d iff i. culties, most of which were beyond the 
country's control, Physical exports of bananas, nSlng only 
slightly, were 20 percent below pre-hurricane levels. The industry 
alsl' ',!ciS hard hi ;~, by a further 15 percent depreciation of the pound 
sterling agai:1st the U. S. dollar, after a 20 percent fall the year 
before. On the other hand, the "green market" price--the price 
received on the British market--rose by approximately 20 percent. 

The banana industry made a remarkable comeback in 1981; 
physical exports of the comIT'Odi ty more than tr ipled. An outbreak of 
leaf spot disease in 1979 had causect severe damage to the crop. In 
that same year, the crop was devastated by Hurricanes David and 
Frederic. The following year Hurricane Allen struck. Consequently, 
banana exports, which totaled 37 thousand tons in 1978, fell to 16 
thousand tons in 1979 and then to 8.2 thousand in 1980. Foreign 
exchange receipts from bananas also fell pn~cipitously, declining 
from $9.2 million in 1978 to $3.0 million in 1980. In 1981, in 
spite of the depreciation of the pound sterling, the crop produced 
$9.1 ~ni 11 ion in foreign exchange receipts, an increase that would 
not have been possible without U.K. and U.S. disaster assistance. 
On the whole, developments augur well for this year's banana crop, 
including (a) a 21 percent increase in physical exports of the 
commodity through the first five rnonths of this year over the 
comparable period last year and (b) record high "green market" 
prices. However, some backsliding in production gains is now taking 
place because of recent windstorm damage. 

output in the manufacturing and tourist sectors has 
advanced over the past two years. In 1981, manufacturing output 
increased roughly 13 percent and last year the sector also improved. 
Soap and related exports have been increasing rapidly in importance, 
accounting for a little under 40 percent of total merchandise 
exports in 1982. However, that percentage is expected to decline 

jmenustik
Best Available
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with (a) resuscjtation of the banana industry and (b) the revival of 
the soap industry in Jamaica, currenlly a significant market for 
Dominici3.il soap, The increased soap exports howe more than offset 
significantj0clines in the output of coconut meal, copra and 
coconut oils. /\::.~ for tourism, althouqh arrivals are down by 31 
percent ever j-he first th[ee months of this year, ani vals were up 
17 percent last year. Tourism output al~;o was up the year before 
when arrivals rose 4.3 percent. Nonethele:;s, tourism has yet to 
regain the vitalj ty shown earlier; arrivals remain below levels 
achieved prior to the hurricane damage. 

C. Public Finances 

rI'he govc:'nment of pr"l Eugenia Charles has made remarkable 
progress in getti.ng its pUJ:Jlic finances back on a sOLlnd footing, 
although difficulties persist. The recurrent fiscal account deficit 
was reduced from $9.2 million in fiscal year 1979/80, roughly 18 
percent of Q)P I t.o $1, J million in fiscal year 1982/83, 
approximately 1.7 percent of GDP. Recurrent expenditures were 
actually 10wE~r in f:iscal year 1982/83 than in fiscal year 1980/81, 
owing to adjustment measures undertaken by the PM Charles I 
government in accordance with the IMF EFF agreement. 

As for fiscal year 1983/84, an unfinanced fiscal account 
deficit of $2.1 million is projected. The recurrent fiscal account 
deficit is estirrated at $100,000 or 0.1 percent of GDP. Capital 
expenditures are projected by the IMF at $16.8 million; with funding 
for capital expenditures of only $14.8 million lined up including 
(a) foreign grants and loans of $12.7 million, (b) anticipated 
financing from commercial banks of $1. 8 mi 11ion, and (c) $300,000 in 
net borrovling from the IMF 1 the country is expecting a deficit on 
the capital account of $2.0 million. The financing from commercial 
banks does not represent any new borrowing; rather it represents 
drawdowns on deposits in the banking system related to loans by the 
OPEC Special Fund (OSF) and Venezuela. Both the World Bank and the 
1MI<' at the ad hoc meeting of the Caribbean Group in May at 
Cartagena, Colombia appealed to donors for assistance in financing 
the capital deficit, citing the country's onerous, yet faithfully 
adhered to, self help measures. 

term, 
term. 

Even if adeli tional assistance is forthcoming over the near 
structural difficulties will persist over the medium and long 

While some cut back in the size of the ci vi] service has 
already taken place, the civil service is still very large for the 
country1s narrow r~source base. To rectify this difficulty, 
additional curbs on public sector employment will have to be 
introduced. IntroducinC) such curbs now or even over the next couple 
of years, however, rnay contributel:o political instability for a 
country that, in addition to being a close ally of the U.S., has 
generally employed sound economic policies. 
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DOMINICA: CENTRAL GOVERNMENT OPERATIONS 
@LLlq!:J~S$l -----

1980/81 1981/82 1982/83 
Estirrate 

19n3/84 
Budget 

------.-~--------------------.----

Domestic revenue 

Direct tax 
Indirect tax 
Nontax revenue 

Salaries 
Of which: back pay 

Retirement benefits 
Interest 
Transfers to the state Enterprises 
Other Transfers 
Goods and services 

Current balance (before grants) 

Capital expenditure 

Overall deficit (before grants 
?nd concessionary loans) 

Foreign grants and loans 

Budgetary grants 
Capital grants 
Concessionary loans (net) 

Financing requirement 

17.8 

5.5 
10.3 

2,0 

24.1 

13.4 
( ~ ? 
l .. ·l 
1.0 
1.6 
2.3 
1.9 
3.7 

-6.3 

8.3 

-14.7 

10.9 

4.5 
5.4 
0.9 

-3.8 

21.0 

5.9 
12.3 

2.8 

23.0 

14.1 
(2.1.) 
1.3 
1.4 

1.9 
4.3 

-2.0 

8.5 

-10.5 

5.9 

0.8 
3.7 
1.4 

-4.6 

21.4 

6.4 
12.3 

2.7 

22,7 

13.2 
(--) 
1.6 
1.8 

2.0 
4.1 

-1.3 

10.2 

-11.5 

10.6 

0.3 
4.7 
5.5 

-Ou9 

24.8 

7.1 
14.6 

3.1 

24.9 

14.3 
(--) 
1.2 
2.5 

2.2 
4.7 

-0.1 

16.8 

-16.8 

12.7 

8.7 
4.0 

-4.2 
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1980/81 1981/82 

!')nan~in9 3.8 4.6 

Il"1F 3.5 3.1 
ECCA. 0.7 
Foreign ctssets -0.7 0.0 
Domestic banks 0.3 1.6 
Foreign banks 
Other domestic 0.6 -0.1 
Unfinanced 

(As percent 

Domestic revenue 29.5 30.5 
Currerlt expenditure 39.9 33.4 

Current account deficit -10.S -2.9 

Capital expenditure 13.8 12.4 

Overall deficit (before srants 
and concessionary loans) -24.3 -lS.3 ---

Foreign grants and concessionary 
loans (net) 17.8 8.4 

Financing requirement 6.3 6,8 

Source: Dominica's Ministry of Finance, Trade and Industry. 

1982/83 
ESTIMATE 

0.9 

3.1 

-0.2 
-L1 

-·0.9 

of GOP) 

28.0 
29.7 

-1.7 

13.3 

-lS.0 

13.9 
1.1 

1983/84 
BUDGE'l' 

4.2 

0.3 

loB 

2.1 

29.3 
29.4 

-0.1 

19.9 

-19.9 

lS.0 
4.9 
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D. Balance of Pa~rents 

Even though the country has made significant strides in 
E,trengthening the ba1c.tnce of payments, difficulties remain. For 
instance. an unfinanced balance of payments gap of $2 millien is now 
projected for this fiscal year, a gap the Cash Transfer will 
eliminate. At the time of the IMF review of the economy earlier 
this year, the deficit had been estimated at $5 million. Additional 
fiscal austerity, however, helped in reducing the deficit; taxes 
v,Jere increased and expenditures cut:. In a small, open economy lil<e 
Domini.ca' s, balance of payments problerfls tend to be direct 
outgrowths of fiscal deficits. Fiscal deficits, ',vhich result from 
excessi.ve government consLUTlption, produce import increases, and this 
translates direct.ly into balance of payments problems. 

Reconstruction requirements and lower agricultural 
producti.on induced by hurricanes in 1979 and 1980 had caused a 
significant deteri.oration in the country's payment position. 
According to the H1F, the current account deficit increased from 
$6.9 million in 1978 or 15.6 percent of GDP to $32.5 million in 
1980, 55.7 percent of GOP. During this period, significant external 
capital inflows, including generous amounts of foreign assistance, 
fi.nanced the deficits. 

Since 1980, sUbstantial improvements have been made. By 
1982, the current account deficit had been lowered to $13.3 million, 
18 percent. of GOP. Over the 1980-82 period, imports actually 
declined more than 10 percent. Imports of crude ITBterials, fuels 
and lubricants declined as well as those of beverages and tobacco. 
The declines, in part, can be attributed to the government's 
austedty program. On the other hand, led by a more than tripling 
of banana exports to $10 million, domestic exports more than 
doubled, reaching $24 million. 

Mor~over, continued improvements in the country's current 
account position are expected in FY 1983/84; the current account 
deficit will fall to $11.1 mill ion or 13 percent of GDP. Imports 
will continue to be restrained. Manufactured goods and fuel and 
lubricants imports will show little, if any, growth. Food imports 
also will be limited; the country policy of food import-substitution 
is commencing to show progress. As for exports, some modest 
increases are anticipated. In spite of recent windstorm daITBge f 

banana export proceeds will rise; the "green market" price is at 
record high levels. On the other hand, S('!ne payment difficulties 
will arise in FY 1983/84 from a fall-off in capital inflows. Net 
capital receipts will decline from 1982 levels by more than $4 
million, including a $3 million drop in public sector borrowing and 
a decline in net receipts under the IMF EFF agreement frorn 
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$3.3 million to $300, 000. The decline in capital receipts means 
that the assistance to be furnished under this Cash Transfer is 
required to sustain the country's modest public sector program. 

As for the future, increased export earnings are 
anticipated. While banana production will be held back over t.he 
next several months because of the windstorm damage, increased 
external assistance will be having a positive impact on the 
commodity over the next several years. Moreover, the production and 
marketing of bananas and other agricultural corrnnodities sLlch as 
coconuts and grapefruit will be influenced positively by 
implementation of the IRRD-coordinated road reconstruction program. 
The road program also should have a positive impact on 
manufacturing. In addition, manufacturing production will continue 
to be supported by the PDAP investor search efforts. The increased 
agricultural and manufacturing export earnings will permit an 
expansion of imports of productive sector inputs, and this, in turn, 
will have a positive impact on economic growth. On the other hand, 
the country will be facing some debt-service difficulties as past 
borrovdngs become due. On balance, however, even with these 
debt-servicing difficulties, RDO/C believes that continued 
improvement in the country's balance of payments position is likely. 



1978 

Current account balance -6.9 
Trade balance -12.6 

Exports, Lo.b. (15.9) 
Irrports, c. i. f. (-28.5 

Services (net) 2.1 
Private transfers (net) 3.6 
Insurance receipts 

CaEital (includins 
official grants) 7.-3 

Official transfers (net) 5.6 
Public sector borrowing (net) 1.1 
Other carital (net) 0.6 

SDR allocation 

OVerall balance 0.4 

Financins -0.4 

Net U1F position 
Net foreign assets (increase -) -D.4 
Unfinanced 

Tr ade balance -28.4 
Current account balance -15.6 

OOMINICP.: BALANCE OF PAYMEm'S 
(MILLION US$) 

1979 1980 1981 

-14.7 -32.5 -21.6 
-30.0 -43.5 -30.6 

(9.4) (9.7) (19.1) 
(-39.4) (-53.2) (-49.7) 

1.6 2.0 2.8 
6.8 6.3 5.8 
6.9 2.7 0.4 

11.2 32 . 7 16.1 

20.6 17.2 9.1 
0.7 1.4 5.0 

-10.1 14.1 2.0 

0.3 0.3 0.3 

-3.2 0.5 -5.2 

3.2 -D.5 5.2 

2.9 -0.3 4.6 
0.3 -0.2 0.6 

1982 

-13.3 
-23.0 
(24 . 5) 

(-47 . 5) 
2.7 
7.0 

10.2 

6.0 
7.1 

-2.8 

-3.0 

3.0 

3.3 
-0.3 

(In percent )f Q)P ) 

-66.9 -74.6 -47.2 -31.5 
-32.8 -55.7 -33.3 -18.2 

Sources: Dominica I s Ministry of Finance and IMF staff estimates. 

1983 1983/84 

-15.0 -11.1 
-23.9 -19.8 
(26.3) (28.7) 

(-50.2) (-48.5) 
1.6 1.9 
7.3 6.8 

I 

11.8 8.8 t-' 
0'1 
I 

7.0 6.6 
5.8 4. 0 

-1.0 -1.8 

-3.2 -2.3 

2.2 0.3 

2.3 0.3 
-0 . 1 
1.0 2.0 

-29.9 -22.5 
-17.5 -12.6 
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E. Government's Economic Adjustment Program 

The government of Prime Minister Charles has made 
remarkable strides in straiS1htening out the country I s economic 
affairs. PM Charles' first step was to sever the automatic link 
that had existed between inflation and civil servants' wage 
increases. PM Charles' goverrunent agreed to pay arrears t.o civil 
servants, totaIling alrrost $4 million; the arrears had resulted from 
the pay accord negot.i.ated by the previous government. In return, 
the Civil Servants' Association ag'~ed to settle for 10 percent wage 
increases annually during the 1982~·84 period. The inability of the 
previous government to solVt~ the a.rrearage issue had contributed to 
its loss of power, 

To support the C:;CjCD economic adjustment. program, 
PM Charles' government nt'gotiated in 1981 a three-year, $11 mi.lli.on 
EFF agreement wi. th the 1M.I". The core of the EFF agreement, a 
portion of whose proceeds was used to finance the civil servants' 
salary arrearaqeE;, \vas fiscal prudence. The agreement. placed limit.s 
on the government's over-aU budqet (](~fici.t and sought to reduce the 
countryis recurrent fi.scal account deficit from 18 percent of GDP to 
near balance or surplus. If the government were to generate a 
fiscal recurrent account surplus, it could begin to make 
contributions to the public sector investment program. 'rhe 
agreement also sought to limit funding of the government's budget 
deficit by domestic commercial banks; such funding can "crowd out" 
private sector activity by reducing liquidity in the banking 
system. Dominica ha.s been adhering to the EFF agreement, meeting 
all the targets. 

On the revenue side, the government has (a) controlled 
more rigidly tax assessments and collections; (b) limited tax and 
duty concessions; (c) administered more tightly fiscal incentives and 
(d) irrposed new tax measures including (1) increasing import and/or 
consumption duties on gasoline, liquor, lubricating oils, motor 
vehicles, and soft drinks, (2) hiking airport landing fees, company 
and motor vehicle licenses, company registration fees, and postal 
rates, and (3) placi.ng a one percent tax on the sales of foreign 
exchanqe and a 10 percent surcharge on international phone calls. 
As for exenditures, constraints have been placed on non-wage current 
outlays such as travel authorizations. In addition, government 
employees leavi.ng the civil service are not being replaced. 

In the past, a significant structural difficulty in the 
public finances has been the transfers by the Dominican treasury to 
the public enterprises. The transfers have beer eliminated. In 
several instances, user charges and fees were increasen to make the 
operations more self-sustainable as in the case of the Housing 
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Development Corporation and the Port Authority. Other efficiencies 
also have been introduced through consol ioation of various 
government en!: ities. For instance, the Fore.st Industries 
Development Corporation will come under private sector control 
through a merger with a private sector organization. 

Management. of the public sector: investment pr00ram also 
is improvi.ng. Projects have be(:~n prioritized, and the Economic 
Development Unit has been established in the Prime Minister's Office 
to assist: in implernentat ion. 

In additi on to these fiscal measure~), the government has 
introduced other reforms. p~'t. Charles has placed the Industrial 
,)evelopment Corporat.ion under the leadershi.p of the private sector 
and actively sougtll increa:::;f'-:ri. foreign anll domestic private sector 
investment. Prior to Ptlt. Chelch:s' government, must bus.inessmen in 
Dominica found the prevailing atmoo)phere to be distinctly 
anti--business, This re~.atC:'d to the:> .social, political, and 
industrial unrest under previous (pVE:rnrnents. Government attitudes 
VJere eit.her unclear or pt~rcei\led to be hOf.;tile, and an underlying 
lack of confidence in the economic f;1anagernent. capacit.y of the 
government existed. 'fhe strong leadership and sound economic 
policies of the current governn~nt have produced a dramatic 
improvement in the investment climate in Dominica and revitalized 
the cormni tment of the private sector to Dominica's development and 
the sector's key role in the process. Moreover, the Prime Minister 
and the government are working closely with the A. LD-financed 
invesment promotion program (PDAP) to attract additional private 
sector activity. 

F. rrhe CUrrent Economic Dilerruna 

Earlier in 1983, Dominica and the IMF, which has 
indicated its readiness to conclude a Stand-By Arrangement with the 
country in FY 1984/85, were negotiating the third and final year of 
the current EFF. At the time of the IMF review, a major issue 
block inq an agreement. which had to be reached if Dominica were to 
make the final drawdown of $2 million, was the projected size of the 
overall fiscal deficit. The deficit had been estimated at $5.8 
million, including a recurrent deficit of $1.6 mill.ion and a capital 
deficit of $4.2 million. RDO/C engaged in policy dialogue with the 
GOCD, indicating that the proposed Cash Transfer program was 
contingent on resolut ion of the impasse. Because of, in part, the 
leverage provided by th i.s proposed program, Dominica and the IHF 
have since reached an aqreement. Dominica all but eliminated the 
projected fiscal recurrent account deficit and reduced the size of 
the capital deficit to $2 million. 
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The IMF, in consultation \Vi th Dominica' s ~1inistry of 
Finance, concluded that el iminating the projecter] recurrent fisci';,1. 
account deficit. of $1. 6 mill ion throullh reduc8c1, spE"~nding \<!a~~ not. 
feasible. Contractual obligations (a) with th(~ civil servants on 
the third annual 10 percent wage incremer.t" (b) on interest due, and 
(c) on road maintenance called for spending increases of $2.9 
million. When tbese increases were factored out, pro)JOsed 
expenditure levels for t.his fiscal year represented a decline in 
real terms. Consequently! the government is iTI~)lement ing new tax 
measures that would bring the fiscal recurrent i"1c:count posi.tion into 
balance, rather th2;1.n expenoiture cuts. These IT\eclSUres include a tax 
on the operations clf the External Trade Bureau whL.::h irn)JOrts sugar 
and rice, an increase Ln thf::' consurnption tax on fuel, a hike .in the 
tax on purchases of fore-Lc:ln exchange from 1 to 1.5 percent, a 
hospital levy, a rt~orqanizat.ion of the consurnpt ion duty, and a 1 
percent tax on i.i1U:re~3t paid by the government-owned National 
Commercial 13ank--a tax that the i.sland' s other commercial banks 
already mu.st pay, rjlhe qovemment also is considering a fre.eze on 
wages in the public enterpri3es. 

v-lhi Ie these tax increases will probably not. have 
significant. negative economic impact, further increases would cause 
RDO/C concern. The incIE~ases put domestic revenue as a percent of 
GDP at almost 30 percent, a level that is one of the highest in all 
the Eastern Caribbean. HDO/C believes that further increases may 
actually reduce the tax in-take. 

Initially, capital expenditures this fiscal year in the 
public sector investment proqram had been projected by the IMF at 
$17.2 million. This translated into a capital account deficit of 
$4.2 million, given that identified sources of financing totaled but 
$13.0 million. To lessen the size of the projected capital deficit, 
the government reduced capital expenditures to $16.0 million. In 
addition, the government will draw down $1. 8 million in deposits in 
thE~ commercial banki.ng system related to OSF and Venezuelan loans. 
Any new borrowing from the banking system, however, would be 
worrisome in that it would 1 i.mi t Tronies available for bank lending 
to the private sector. The reduction in capital expenditure 
together: with thE; financing from the domestic banking system has 
reduced the projected capital account deficit to $2 million, the 
size of the proposeo Cash Transfer, from $4.2 million. 

G. Internal Fi!lancial Anal~s 

On balance, this economic support program will have a 
favorable impact on the Dominican economy. According to monetary 
theory, increases in the money supply when the economy is operating 
at less than full employment will produce output increases rather 
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than hi.gher pr ices, which is the anticipated effect of the Cash 
Transfer on the Dominican economy. 

Under the program, U.S dollars will be disbursed to 
the Federal Reserve Bank of New York, the correspondent bank in the 
U.S. for the East Caribbean Currency Authority (ECCA). ECCA* is 
the joint monetary authority for Dominica and the other OECS 
states. ECCA will deposit in Dominica the local currency equivalent 
in a special, local currency account established at the National 
Commercial Bank, a 'J0vernment-,oVlned financial intermediary. The 
funds in tne local currency account will be used to support 
investment activities in the pUl:Jlic sector investment program that 
have been mutually agreed upon by the GQCD and AID. 

The local currency deposit will expand the money 
supply. Tn addition, sincE.: the funds on deposLt will not be orawn 
down imrnediatl:;ly, t[x:;y can be lent by the NCB as soon as received 
and made available t.o f inane":! imporl:s. The abi lity to finance 
imports results Dt';cause convertibi lity js guarantef.:(l. The monies 
are fully convert.ible because of ECCA I S "cover ratio" provls.wn. 
Unoer the provi~3Lonl ECCA must hold foreign assets(e.g. U.S. 
dollars) equivalent to 60 percent of deposit liabilities. In 
effect, the monetary system established under ECCA can be likened to 
a modified gold standard. Given the extensive import requirements 
of Dominica's economy, the funds on deposit will be used for 
imports, and hence no build up of international reserves is 
anticipated. Because the funds on deposit will be used for imports, 
the money supply will fall. roughly by the same alT'Ount that it had 
initially risen. In sum, since the support program does not produce 
lasting increases in the money supply, inflationary pressures will 
not be created. In any event, the country's high unemployment rate, 
estimated at between 12 and 15 percent, will have a restraining 
effect on price increases. 

The net effect of the program is to make available to 
the Dominican economy additional real resources (via imports) 
equivalent to the Cash Transfer. This, in itself, is deflationary. 
Under the program, local currency wi ll. support investments in the 
public sector invest.ment program, including producti ve sector 
activity and rehabilitation of vital economic and social 
infrastructure. Without the program's proceeds, these critically 

*The requisite legislation has been drawn up to transform ECCA into a 
central bank. 
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important activities could not go forward. In addition, monies will 
be attributed for imports of capital and intermediate goods on the 
part of the productive sectors; the availability of such goods has a 
positive impact on the produ.ctive pctential of the economy. 
Consequently, the program will enhance the econoIT¥' s productive 
capacity and Lhereby limit inflation. 
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III. Pr29,.ram Descri:etioI} 

A. Objectives 

IJ.1he goal of the Cash Transfer is economic 
stabilization. 'rhe Cash Transfer will support the GOCD' '1 

extraordinary efforts to rationalize its economy through economic 
policy reforms consistent with IMF, lBRD, and AID recorranendations. 
The major purpose of the program is to eliminate the GOCD's 
projected FY 1983/B4 capital account deficit. The program also will 
eliminate the balance of payments gap that is a direct outgrowth of 
the fiscal deficit. In addition to supporting the ::MF policy 
reforms under the EFF agreement, the GOeD will be asked to exert 
best efforts to (1) have donors cover local currency costs 
associated with their projects, (2) restrain r.ecurrent expenditures 
and borrowing from domestic cormnercial banks and (3) collaborate 
with the U.S. on ways of expanding trade. 

B. Inputs and OutEuts 

$2.0 million will be granted to the GOCD. The 
Toonies will be disbursed to the U.S. correspondent bank for ECCA, in 
this instance the Federal Reserve Bank of New York, and ECCA will 
provide the E.C. dollar equivalent to Dominica. The E.C dollars 
will be used to establish a capital budget support fund. This local 
currency fund will be managed by the GOCD and finance selected, 
previously unfunded public sector development activities in its 
FY83/84 budget. The development activities to be funded will 
represent only a portion of those proposed in the GOCD capital 
budget. 

The Cash Transfer has been designed to promote 
productive sector activity through the activities to be financed 
ylith local currency. Two other aspects of the grant will reinforce 
this. First, the GOCD, because it will not have to resort to local 
commercial bank borrowing to fund the activities, will not be 
removing scarce credit from the banking system that will rerrain 
available for productive sector borrowing. Second, the goods 
Dominica will be irrporting from the U. S. are restricted to those 
that tend to stimulate productive sector activity. 

The program grant through facilitation of productive 
sector activity will support the private sector; in Dominica almost 
all productive activity is in the hands of the private sector. 
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The major emphasis of the local currency program will be on farm 
householdEj in the private sector. Assi.stance win be furnished to 
the farm households to facilitate production of crops, other than 
bananas. The local currency program will also support improvements 
in infrast.ructure--c'oth economic and social. Economic 
infrastructural improvem(~nts will help not only the farm households, 
but also tht~ country's ntmphyte privat.e m-:mufacturing concer:1S. 
EnhanceJnent of the social infrastructure w111 assist Dominica to 
overcome a major constraint to private sector activity, a very thin 
human resource L~se. 

'I'he C-OCJ)! s economic policy refOrmt3, together with 
this Cash Transfer and the major IBRD-coordinated road program, are 
helping to establish aD r .. nvironment in which t.he private sector can 
thrive. It is now up to the pri.vat.e sector to respond. 

The proposed program assistance will be provided on 
a grant rather than loan basis. The country's debt-servicing 
capacity is under great strain. 'I'he Caribbean Development Bank 
(CDB) has declared a moratorium on any further lending to the 
country; Dominica is not able to service a CDB port improvement 
loan. The country's external debt has tripled over the past several 
years; the debt--service ratio has risen from 4 percent in 1981 to 
11.6 percent this year. Moreover, further increases are anticipated 
in the near future as past. borrowing comes due. The country also, 
along with st. Vincent, is the least developed of all the Eastern 
Caribbean states. 

C. Exceptional Case 

The Cash Transfer will be a one time undertaking, a fact 
that has been discussed and agreed to by PM Charles. The Grant is 
in response to a unique situation; Dominica has undertaken 
appropriate self-help measures and is the only Eastern Caribbean 
country that has an EFF agreement with the IMF. Moreover, the 
mission would expect similar conditions to exist before program 
assistance would be considered for other OECS states. 

RDO/C believes that Dominica will not require AID-funded 
program support in the future because of anticipated improvement in 
the country's financial position and continued aid from other 
donors. The IMF is considering a follow-on program to its current 
EFF agreement with the country. The follow-on program, which would 
take the form of a standby Agreement, would, at least, permit the 
roll-over of funds secured under the current IMF program. Moreover, 
any new agreement would, in all likelihood, include restraints on 
civil servants' wage increases. PM Charles is calling for wage 
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restraints for fiscal year 1984/85; the previous civil servant pay 
package locked the goverrnnent into pay increases amounting to 
$1.1 million for fiscal year 1983/84. In addition, incr.eased tax 
revenues will be generated in the future for seV(~r:al reasons, 
including (a) the increased economic activity that will result from 
the irnplement?tion of the multi--donor road reconstruction program, 
(b) the antic:.f.)ated rebOLmd in banana G}(ports towards pre-hurricane 
levels, (c) prc~t .... ional effort.s undertaken to spur manufacturing 
activity and (d) the sU~'l()rt provided to productive sector activity 
under this Cash Transfer program. 

On the other hand, as indicat8d above, S0I1le debt-servicing 
problems are in the offing. In addition, whi.le we expect banana 
production to approach pre~hur. ricane levels, some backsliding in 
production gains is expected over the next several r~nths because of 
recent windstorm damaqe. 

From an overall development strategy perspective, 
Dominica's public sector investment program is considered sound. 
The World Bank helped d~aw up the program which has been endorsed by 
the Caribbean Group. The program, for which the World Bank and the 
IMP appealed at the Cartagena Caribbean Group meeting to donors for 
assistance, also has drawn praise from the A.I.D-assisted 
Inter--Agency Resident fvlission. 'rhe program responds to World Bank 
:cecorrunendations that Dominica (a) provide support for productive 
sector infrastructure, (b) pursue efforts to diversify its economy 
especially its agricultural base and (c) continue rehabilitation of 
vital social infrastructure destroyed by the recent hurricanes. 

I 

Dominica is making infrastructure investments designed to 
stimulate productive sector activity as a means to achieve economic 
growth and stability. 'The most irrportant element of its economic 
infrastructure effort is the $40 million IBRD-coordinated road 
program involving five donors to which AID has committed $9.6 
million. 

The investment program is spurring agricultural 
di versification as a means Gf increasing food self sufficiency and 
reducing dependence on bananas. The agricultural diversification 
program will promote productive 8ector activity in rural areas, 
thereby mitigating migration to the capital city Roseau. 

In addition, the government's investment program calls for 
the continued rehabilitation of the country's social infrastructure 
following the hurricane damage; support for social infrastructure 
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will enhance the human capital resource base. Horeover, the support 
to social inf rasLructun: wiLt ly? concent ra.tf.:~ ir. rUrE;.l areas, a 
factor that also v.:ill Emit migration to urban centers. 

For F'Y 1983/84, capir..al e)cpendi tLlres of $16.8 million in 
the publ ic sector ircvestrnent program or:~: estimated. These 
expenditures r \.Jhich df0' lC!::5~3 thGm GOCD project.ions, are estimates by 
the IMF of the level of public sector investmellt acti vi ty that the 
GOCD ca.n reasonably imph~rnent over this fiscal year. 'This level, 
I,olhich already r8presfmts 1;:.:[:;3 than 35 percent of the alTDUnts 
initially r~lLle.sLI.?d by th(" (Jovernrr,~mt mini.st:Cies, is, according to 
the U'lF', the Tilinimum req:uired to sustain rnOdfjst economic growth. 
While the level of capital expenditures projected for this fiscal 
year represent..s an almost: 60 Jx·)[cent increase over a year earlier, 
the increase relates E'XC1LlElivel~' to the IBrm··coordinated major road 
reconstruction proqram whosE financial requirements are to be met 
entire' y by tbe eXi:'3rnal t10nor cOlTanunity. In fact, if the road 
expenditllu~S vlere fClCt.O[<.:;d C·Ili: r pro:j()cted cc.pital exr.">enditures would 
be down trmn last f isca.l year, Tht? road expenditures fIx FY 1983/84 
are primarily for mobilization and, hence, should not. irrpede the 
country's ability to implement other activities in the capi'cal 
budget, including those associat.ed with the Cash Transfer. The 
proposed level of ca.pi t.al expenditures translates into a fiscal 
capital account deficit of $2 million, a deficit that will be closed 
by the Cash rrransfer:. 

'l'he GOCD, in consultation with RDO/C, has drawn up a 
prioritized li.st of public sector activities to be financed by the 
EC$5.4 million that will be made available by the $2.0 million Cash 
Transfer. The criteria used in selecti~g these activities include a 
number of elements. The primary emphasis of the activities must be 
on promotion of producU.ve seci:0r. Within this errphasis, 
agricultural di.versifica.tion will re pursued and essential 
facilitat.i ve economic infrastructure supported. Social 
infrastructure also y.Jill not be entirely neglected. However, the 
social infrastructural acti vities must either contribute to 
rehabi.li tat ion efforts, promote the expansion of the human resource 
base, or help limit migration from rural areas. A secondary, but no 
less impo;:·tant criteria, i.s that the activities must be consistent 
with the government I s economic recovery program. In all caSES, the 
acti vi ties must be included in the government's approved FY 1983/84 
budget. Furthermore, the activities must be short-term in nature in 
order to enhance the likelihood of their completion during the 
1983/84 fiscal year. RDO/C, however, recognizes that some 
activities may not be fully implemented this fiscal year 1.Ji::~cause of 
delays in authorizing this Program grant. In general, the enphasis 
on activities supportive af the productive sector will tend to 
strengthen the government's future financial position through 
expanding the tax base. 
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~rhe activities selected will directly support the 
priorities established by the ~1inistries of Finance, Agriculture, 
Education! Health, Communication and Works, and Home Affairs. 
Approximately 60 percent. of t.he funding will support activities 
promoting agricultural diversification. Another 20 percent will 
represent support to essential economic infrastructure. The 
remainder will permit rehabilitation of vital social infrastructure 
as well as enha.nceroent. of the human resource base. 'rhe finalization 
of a mutually approved lisl will be Condition Precendent to First 
Disbursement. However f the follolrling represent.s an illustrative 
list of wbat tbe govm~nment will be financing: 

Land Developrnent and Settlement 
Coconut. Hes!:cJj:ation ann Expansion 
Plant propagati0n and Distribution 
Survey Equipment and Building Repairs 
'rraining for Su.rveyors 
For.·estry \1oodwork 'l'raining Center 
Plant Nursery (Botanical Gardens) 
Silviculture 
Livestock Disease Control 
Provisior. of Animal Housing and Fencing for Small Livestock 
Farm Records 
Water Resources Development 

Economic Infrastructure 

Water Supply/Horne Ratchet 
Equipment for Melville Hall Airport 
Equipment for Canefield Airstrip 
Point Michel-Soufriere-Scotts Head Road 

Social Infrastructure 

Furniture for Schools 
Refurbishing PortsJT'Outh Secondary School 
Renovation of Dominica Grammar School 
Electricity for Schools 
Vector Control Program 
Grand Bay Health Center 
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Furniture and Equipment for Pospitals and Clinics 
Emergency Housing 
Self-Help Projects 

Dominica will make use of the facilities provided by the 
Inter-Agency Resident Mission (IARM) to help relTOve any unforseen 
constraints that may arise in implementing the public sector 
investment prOCjram. Consultancy services already have been provided 
by the IARM to examine implerflentation difficulties that have arisen 
on four projects in the public sector investment program, and 
additional assistance in this area will be available if needed in 
the future. Dominica also bas reqUf"'!sted the IARM to examine customs 
arrange.ments in order to increase the country's tax base through 
greater. collections of import duties. 

For the rnof;it part I the GOCD already employs sound economic 
pol icies. The, GOeD does not ri}3.k€~ extensive use of administered 
pricing or utilize exc-:bange controls. In addition, the workings of 
ECCA prevent the country from printing lTOney to finance government 
exr~nditures. Also, the most important economic constraint has been 
rerooved; the government's fiscal reforms, encouraged by an IMF EFF 
agreement, have sharply improved the overall investment climate. 
The Cash rrransfer pL"ogram, through (a) providing irrportant fiscal 
and balance of payments assistance and (b) facilitating productive 
sector activit.y, will support the government's economic recovery 
program. 

Ear lier this year, Dominica and the IMF were negotiating 
the third and final year of the EFF agreement. RDO/C policy 
dialogue \"as instrumental in helping the two parties resolve 
differences and reach an agreement. The Mission indicated that t.he 
proposed program assistance was contingent upon Dominica's success 
in negotiating an accord. To reach an agreement, the country all 
but eliminated its projected recurrent fiscal account deficit and 
reduced capital expenditures. 

The proposed cash Transfer is to be provided in tranches, 
and this will have a positive impact on economic management. 
Drawings will be contingent. on continued compliance with the IMF EFF 
agreement, as well as success in implementing the local currency 
program. 

In addition to other selection criteria, the activities in 
the public sector investment program to be supported by this Cash 
Transfer will be carefully selected to secure rr~ximum policy 
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leveraqeo The plant propagation, livestock and coconut restoration 
acti vi ties will support. t.he GOCD goal of agricultural 
di versification o.nd open up a1 ternatives for marqinal banana lands 
and inefficient banana. farmers for engagement in more productive 
functions. }\nother activity will provide infrastructure, including 
access roads I water (:!t.c., to assist 300 farmers to settle on 500 
acres of present.ly underutiHt.;ed land; underutilized lands have been 
an irflJ:.>'ediment to diversification. While the above illustrative 
development aeti vit.ies 8UPIX,rt AID priorities r others activities 
have already been rG~iect.ed b(~cause their m<:~rits were considered 
questionable. Support. tc· Dominica IS .l\.gricultura.l Marketing Board 
was rejectE~d becau:::;e of i.ts CCYJ1IpeU. tion wit.h pri vatE~ enterpr ise. A 
requt~st \:".0 support t:he establishment of a fisher..'les office was also 
denied beCaLlS(~ of fi.scal recu.rrent cost implicat.ions. 'rhe dialogue 
pro<.:::ess t.hat: led the GOCD 1:'0 pd.oritiz/;: t.he act.ivities will have a 
last ing ben,,~f i t beyond th8 scope of the Cash Tr ansf er . 

In designing t.he program, the Mission weighed the merits 
of a Cash Transfer versus a eIP and the experience with both in 
other countries in the Caribbean Basin and elsewhere. Based on an 
analysis of the advantages and disadvantages of both approaches, the 
Mission concluded that the Casl.., Transfer mechanism was the best 
means to achieve the objectives of this $2. a mill ion program. The 
procedures and controls required to implement a ClP would impose a 
degree of public se.:.;tor intervention and control over the allocation 
and use of foreign exchange which would be contrary to both 
Dominica's and the USG' s policy of relying on the market mechanism. 
The Cash 'I'ransfer approach will also require less staff time to 
administer, both on the part of Dominica and the Mission. The 
GOCD's manpower base is already stretched to the limit, and a heavy 
demand exists on limited Mission staff to design and implement the 
rapidly expanding RDO/C assi.stance program. 

The goverflJllent will covenant to provide ROO/C with four 
quarterly reports. 'r'he first report will be due three months after 
initial disbursement, with subsequent ones submitted at ensuing 
three month intervals. The reports will indicate all acti vi ties 
being supported from the special local currency account and the pace 
of drawdown for each. Since the local currency will be the property 
of the GOCD, extensive RDO/C monitoring, as conducted under AID 
project assist~nce, is inappropriate and not envisaged. 
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While extensive A.LD. l1unitoring is not anticipated, 
controls will be established by the GOCD to facilitate 
implement.a.tion of the investment activities suppor.ted under the 
local currency progra.l1. For all the investment act.ivities, the 
responsible Hinistry i'Jill be required to sLlbmit: to the country's 
Economic Development Uni.t an implementation work program together 
with a schedule of dr(~wdowns r>rior: to initial release of funds. In 
the case of activiti(2C of under: EC.t150,OOO, after submission of a 
satisfact.ory Vlork program and drawdown schedu.le, funds will be 
transferred from the local currency account to the general current 
account from which paYl1\(~nt~3 will be made lrpon receipt of requisite 
vouchers. For activiU.e1:3 exceecJjnq EC$lSO,OOO, advances will be 
made in the fono of tranches. These advances f which are under the 
control of the ,1l,ccountant Genera 1, mus t be account.ed for wi th 
evidence of paym€mt pr:i or. to provision of any further advances. 

H. Car ibbean Bas,ip In:, Uati ve 

~rhe pr.ogram qrant. will assist. the country in taking 
advantage of the CBI, Under the CSI, duty-free status will be 
accorded by the U. S. for 12 years to nearly all Dominican exports. 
The support furnished by the cash Transfec to the productive sector 
will facilitate Dominica I s production of exports. In addition, the 
GOCD's policy reforms, suppor.ted by the IMF EFF agreement and the 
proposed Cash Transfer I are contributing to a favorable investment 
climate which is consistent with the objectives of the CBI. 

I. Dominican Im£orts from the U.s. 

While the Cari.bbean Corrunon Market (CARICOM) CO:TlJl1on 
External Tariff mf~ans that Dominica, a CARICOM state, does give 
preference to imports frOlll other CAR I COM states, Dominica does not 
discriminate against U. S. imports vis-a·-vis imports from non-CARl COM 
countr ies. In fact, Dominican imports from the U. S. have been 
increasing rapidly. They now total at least $13.2 million annually 
or more than 25 percent of total imports, up from under $2 million 
or roughly 10 percent of total imports in 1975. 

The proposed program will help Dominica import from the 
U.S. productive sector inputs worth $2 million, the size of the Cash 
Transfer. Dominica will lTIonitor such imports and certify and 
document that they were indeed irrported during the period of one 
year. following the disbursement. of the grant. Monitoring will be 
undertaken by the Ministry of Finance, who will examine bills of 
lading and certified vouchers of U.S. suppliers. 
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As part of the overall CBl emphasis, the GOCD and the U.S. 
will be seeking ways to increase trade. The U.S. Mission in 
Barbados will be sending its commercial attache to Dominica to 
engage in dialogue with both the mCD and the country's private 
sector in an effort to promote U. S. exports to the country. In 
addition, those locaJ currency development activities that largely 
represent procurement of foreign goods will be rejected unless the 
anticipated origin is the U.S. 

In preparing this ESF Program grant, close collaboration 
has existed between A. I.D., the Government of Dominica, especially 
its Ministry of Finance and Economic Development Unit, and the IMF. 
Upon approval by A. LD./W of the PID on July 1, 1983, ROO/C 
commenced final preparati.on of PAAD. In accordance with 
redelegation of authority 133.3 and AID!\v guidance, t.he PAAD will be 
authorized by th(::! Missi.on. Hoole intends to sign the Project Grant 
Agreement, which will be negotiated wH:h the GOCD, and obligate FY 
1983 ESF supplemental funds on September 30, 1983. The proposed 
obligation date will facilitate budget planning for the GOCD, whose 
fiscal year commenced on July 1, 1983. 

09/07/83 



ANNEX A 

DOMINICA: 'IMF Targets under the Dominica EFF 

Summary of Financial Program for FY 1983/84 

1. Principal assumptions 

(a) Growth in real GDP of 5-1/2 per cent in 1983 anrl 7 per 
cent in 1984. 

(b) An average annual increase in the consumer price index 
of 6 per cent and the GOP deflator of 4 per cent in 1983-84. 

2. Targets 

(a) Central government operations are projected to show a 
current account deficit of ECS O. 2 million in 1983/8[. and an overall 
deficit (before grants and foreign concessionary loans) of ECS43.5 
million (19 per cent of GDP). The overall deficit is projected to be 
almost entirely financed by grants and concessionary lonns. 

(b) The current account deficit of the balance of payments 
is projected at US$14 million (18 per cent of GOP) in 1983; the current 
acc()ont deficit is expected to be reduced to the equivalent of 16 per 
cent of GOP in 1984. 

3. Mai~r element~ ~f the program 

(a) Revenue m€aRcres 

The program provides for a tax package (esti~ated to yj,eld 
ECS 2.9 million) contai ni ng the following measures. all of "'hieh U:!<.e 
effect as of July 1, 1983: 

(i) Introduction of customs tariff on imports of the 
External Trade Bureau--mainly sugar Ilnd rice--(ECS 0.2 mill.ion). 

(ii) Increase in the foreign exchange tay. from 1 ~er cent 
to 1. 5 per cent (ECSO.6 million). 

(iii) Imposition of hospital fees and charges (EC$O.5 mil-
lion) • 

(iv) Increase in consumption duties on fuels (EC$O.5 mil-
110n) • 

(v) Extension of the bank deposits levy to the National 
Commercial Bank (ECSO.3 million). 

(vi) Transfer of profits of the External Trade Bureau 
(EC$O.8 million). 



(b) Expenditure measures 

(i) Limiting c'urrent spending of the Central Government 
to ECS67.2 million representing an increase of EC$5.9 million 
(9.6 per cent) over the estimated level of 1982/83. 

(ii) Central government capital expenditures in 1983/84 
have been programed at EC$43.3 million. The main sources of 
finance for these expenditures are (a) foreign project grantB of 
EC$23.6 million; (b) foreign budgetary grants of ECS3.5 million; 
(c) foreign concessionary loans in an amount of EC$10.7 million; 
and (d) drawdowns of EC$5 million from balance of payments loans 
received in 1982 but now on deposit at commercial banks. 

(c) Public enterprises 

(i) A reorganization plan for the banana industry is to 
be initiated in 1983/84. The plan involves a phased transfer of 
boxing plant operations from the Dominica Banana Growers' Associa­
tion (DBGA) to the private banana growers and the establishment of 
a small institution to concentrate exclusively on marketing activ­
ities. 

(ii) Port charges will be increased by 17-1/2 per cent 
effective July 1, 1983. 

(iii) Water rates will be increased by 10 per cent effec­
tive July 1, 1983. 

(d) Other policies 

(i) The wage guideline for 1983/84 is an increase of 
10 per cent, the size of the wage adjustment for central government 
workers that takes effect on .January 1, 19B4. 

(ii) rne existing restrictions on commercial banks' 
credit expansion for the purchase of motor cars and consumer dur­
abIes are to remain. Also, no increase in bank credit to the 
Central Government (except the drawdown of earmarked deposits 
referred to above) is programed in 19B3/B4. 

(e) Performance criteria 

Cumulative quantitative limits on central government budget 
financing defined 35 the sum of any SDR allocation, the net use of 
foreign resources, net borrowing from ECCA, net use of foreign assets, 
net borrowing from foreign commercial and net borrowing from domestic 
sources (including drawdowns of the earmarked resources referred to 
above) have been set as follows: 

July 1, 1983 - September 30, 1983: 
October 1, 1983 - December 31, 1983: 
January 1, 1984 - March 31, 1984: 

EC$2.2 million 
EC$5.1 million 
EC$5.2 million. 

I~y 
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SU!J1CT: · FY 83 ESF PROGRAM ASSISTANCE FOR DOMINICA 

l(EEERENCE: (ft.)" :BRIDGETO,N 034ze; (13) :BRIDGE~'mriN 03711 

1. ON JULY 1,. 19E3 THE DAtC REVIE.ED SUBJECT PROPOSAL 
CONTAINED IN REFTEL (A). TH~ PHOPOSAL WAS APPROVED IN 
fNINCIFAL FOR MISSION AUTHORIZATION, SUBJECT TO fOLLO~ING 
C C h SID ~: R AT ION S : 

2. T~I DAEC REVIEWED TEE IMPLICATIONS OF ~ALAN~i OF 
! 1,Yf~ENTS PROGRMi ASSISTANCE TO DOMINICA IN LIGET or 
ISSUES RAISID PY iMEASSY IN REfrIL (B). NOTWITHSTANDING 

03 AUG 83 
'l'OR: 1359 ' 
eN: 20[54 
CHRGE: AID 

l' 11.1 N!~ TlJJO::ri 0 r 'lFJt.l ~ IG AT I VIE P RE,C E ~E N-jr T I; ~L MIG 'H T 1l E S ,1:T 13Y . 
. ~ f Ph 0 V H: G ('lC'H13" o1{ S ~lI. S 'Y1U1 C1; ~ rJN'1I~t' ONl?"'<i1ifT E E EA 5T E lW 
CARIEY I AN LDCS, PROGRAM APPROVAL IS nASED ON O~VIOUS BOP 
f rC ELFrS OF DOMINICAN GOVERNMEh~, POSITIVE AND FIRM 
ACildNS TA~IN EY TEE DOMINICAN GOVERNMlNT TO COMPLY 41TH 
I~F/EFF AGREIMINTS, AND RE~UkST FOa ASSISTANCE MADE BY 
IFRD. WE SE~ TLIS NOT AS SETTING A fRECEDE~T, 13UT AS AN 
EXCIPTION, AND WOULD EXPECT SIMILAR CONDITIONS TO EXIST 
I E- FORE; NON-PROJ1C'I ASSISTAtlCE COULD TIE CONSIDERED FOR 
CT~ER LDCS IN TEE EASTERN CARIBBEA~. 

3. ASOTRER QUESTIO~ OF PRECEDENCE WHICH WE THINK IS OF 
FUNDAM ENTAL IMPORTANCE IS AHETllfR PROpeS!U ESF ?~OGRAM IS 
ONE TIME. FXT~AORDINARY SUPPORT OR MiRE FIRST IN ~~RllS 
CF Pi:CGRAM LOANS. GIVEN :BA~IC RATIONALF. }-OR I5F FROilRAM 
ASSISTANCE TO CHI BENEFICIARIES AND ACC1PTING KDO/C 
ECO~J()tlIC M!ALYSlS A.' ID CONCLUSIOt-.S ON DOr-lINICA, liZ AGREE 
~ ITH MISSION'S OPINION THAT pqOGRAM AS~rSTANCE WILL NOT 
VI'." N 1:, C Ii S SA R YIN 'nn; }' U T U R E • ~n~ l' H I N A 'Ut AT T H i GO ") S H 0 U L D 
EE TULU DURING NEGOTIATIONS FOR ThIS ~Sy GRANT ThAT WE DO 
NOT ANTICIPATE A SlCOND PdOGHAM LOAN OR GHA~T •• 

4. AID/'n' hAS tEEN EXPLORING FUNDING OPTIONS '1'0 PROVIDE 
ISi FOR EALANCE OF FAYMFNTS, NON-FROJ~CT ACTIVITIFS. ~E 
EXFECT POLICY ISSUES TO B1 R1SOtVE~ MOM~NTAkILY. WE ' DO 
NOT YX~ECTTO E~ ABLE TO OILIGATE DULS. ~.0 MILLION IN F1 
83, fUT INTEND TO SPLIT-FUND WITH SECOND MILLION BEING 
OELIGATEL IN EARLY II 8~. 

,/ 

1/2 UNCT,ASS IFtED STAT1~ 2HH84 

, 
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5. RDO/C IS REQUESTED TO lXPLAIN IN ITS PAAD 
JUSTIFICATrO~ WHY CASP TRA~SFER APPROACH IS A MORt 
APFRUPRIATE APPROACH THAN A COM~ODITY H'FOH'r .PE1.0-ntAM 0 

f. ACCORDING TO REF A ~ARA 11, QUOT~ - TO O!TAIN ThE 
PRCGRA~ ASSISTANCE, DOMINICA WILL EAVE TO •••• ~BACE AN 
AGR:;;;Zi",ENT WITH TllE IMF ON T},E TEIRD YEAR OF THE ErF 
AC~EEMiNT - UNQUOTE. DOES THAT MEAN TFAT A3REBMENT 
!ITWKEN GOD AND 1M! ON THIRD YEAR OF EFF WILL BE A 
CCNDITION PRECEDENT TO SIGNING OF IS! GRANT lOR OF 
DISBURSEMENT;? . IF NOT A CP, WHAT SORT OF CONDITIONALITY 
BE I~F IS PLANNED? 

7. FtolC SHOULD ALSO EXPLORE POSSI~ILITIES FOR . 
CC~DITIONS ABOVE/'EEIOND, :BUT Cor'':PATIllLE ~HTfl. 1M:? /' 
AGREBMENTS AND CBI TO TAKE ADVANTAGE OF ADDED LSVERAGE 
THIS PP.OGHAM MAY AFFORD. IF RDO/C DETIR~I;HS THAT NO 
SPECIFIC CONDITIONS ARE REQUIRED. ~EYOND TnOS~ STATED IN 
RIF A, THE PAAD SHOULD INCLUDE A DISCUSSION OF TEE 
RATIONALE rOR'THIS DECISION. S~E FARAGRAPH 11 BELOW. 

8. A MAJOR THRUST OF TRIS DALANCE OF PAfMENTS GRANT IS 
T C t; L O:U UP 'f H E PUP. L I C SEC T 0 H b' 1 ~ A~: C i. SAN D l' C USE T 1a: 
LeGAL CURRENCY FOR DOMINICA'S PUBLIC SECTOR INVESTMENT 
PROGRAM. BOWiVER, HErTEL (A) EMPHASIZES TEi IMPOnTANG~ 
OF 1J.'}.1 FPIVATE SF:CT()R IN DOI"'INICA A!~n 'l'b:, UNJ(;U~~ 
OFFOPTTlNITI}:S ACCORDED THE PRIVATI, SECTOH BY Tt!E CURRENT 

,GC'HRmUNT or t\1MINICA (GOD). TEE fAAD ShOULD SPECIFY 

HOW TFIS GRANT ~I1L FACILITATE PRIVATE SECTOR GROWTE AS 
WilL AS HELP TO STRENGThEN ThE GOOD RELATIONS WEICE NOW 
EXIST EETWEEN TEE PUBLIC A~D PRIVATE SFCTCRS. 

9 •. IN REGARD 10 OUR MUTUAL INT~NTIONS/D!SIR!S THAT TEE 
ACTIVITIES JUNIEL ]Y THE SPECIAL LOCAL CURRENCY ACCOUNT 
BE SUPPORTIVE 0F THB PRIVATE SECTOR, WB WISH TO POINT OUT 
THAT AT LEAST TWO OF TEE AGRICULTURAL DIVERSlrICATIO~ 
f}1~\.;HAt'iS ?ROPOSED FOR i'U~lDING IL PARA. 7 OF R::l. A E.G., 
r ISH M }\ R .\ :E TIN G AN]J S TOR AGE, AND P R A ;; N FA 'R M I : lG, H' 
DC~E py TFE PU~LIC SECTOR, COULD ENCROACH ON AREAS EEST 
LEiT TO PRIVATE SECTORS. ~E ARE CONFIDENT TtiAT MISSION 
WILL ASSURE COMPATIBILITY THESE ACTIVITIES WI~H PRIVATE 
SEC TOR T Ii H U ST. 

10. Rca/e SHOULD INSURE ~HAT GRANT AGREEME~T CONTAINS 
FROVISIONS TO ~EET CURaENT R7QUIRED CONDITIONS FOR SUCH 
ACTIVITIES. AT A MINIMUM, A~REEMJNT SHOULD INCLUDE T~E 
FOLLO~ING: ' 

(A) A STATEMENT THAT THE GOVERNMENT OF DOMINICA A~~EES TO 
U~~ U.s. GOODS, AS WELL AS TH~ ~ETBOD OF MONITORING AND 
REPORTING SAME; 

UNCLASSIFIED STATE 2101f!4 

,I 



;/2 UNCLAS STATE 210184 
.. \ -

(E) A CONDITION THA~ UPON DIS]URSEM~~T OF THE GRANT, THE 
GOD ESTA!LlSE WITD AN APPROPRIATE DOMINICAN FINANCIAL 
INSTITUTION A ~PECIAL LOCAL CU~REMCY ~CCOUNT IN AN AMOUNT 
IQUA L TO T ill 'GRANT PROC'JiJtD~ TO 13:t! US F.n FOR sue H 
AC~IV11IES AS MAY EE AGR~ID UPON BETWEEN TH~ PARTIES AND 
~;EICH IS CONSISTENT 'filTH OUR ovrRALL ASSISTANCE STRATEGY 
IN TEE EASTERN CARIE]EAN IN GEN~RAL AND IN DOMINICA 
SPECIFICALLY; AND 

(C) A CONDITION TO FIRST DISBURSEMENT THAT A LOCAL 
CURRENCY· UTILIZ~TI0N PLAN BE AGREED TO BY ~OTH PARTIFS 
AND TEAT LOCAL CURRENCY BE ALLOCATED TO THE SPECIFIC 
DFVELOPMENT AND INVESTMENT ACTIVITIES CONTAINED IN T~E 
T'tAN. 

11 •. '1' hE GAO hAS COMPLET ED A REPORT TO A. 1. D. CO~C ERN ING 
F~C~FAMS OF THI TYPE PROPOSED IN REiTEL (A). MAJOP 
CC~CERNS H~LATED TOt 
(A) TEIIR PiRCIPTION OF A LAC' OJ EMPEAS!S ON OETAINING 
FOLICY CHANGE; .. ,; 

(]) 'TllI PE'RCli:IV'ED INSUFFICIEfJT INVOLVU~ENT IlY USAtDS IN 
DIRECTING TEE PROGRAM AND ~ANAGING LOCAL CURRINCY; 

(C) TBEIR PERCEPTION OF THE DESIRA]ILITY TO ST~UCTUR~ 
FRC~RA~ hSSISTANCi SO AS TO GAIN ADDITIONALITY OF U.S. 
IMFCRTS; AND' ~ 

... 
n (L) THEIR VIE~ OF THE DESIRABILITY OF USING TPE COMMODITY 

I~FORT illOA~_RAM ~iEf.B~·HSM ,'re GA1\ j'l'aAT A1)J)I'rIONALITY. 
. l.O~ .. ') J.-r-t 0 ""- V~ (,A..,,- 'J'rNv)hr 

in 

THESE GAO CONCIRHS AND AID/W'S Ri.SPONSES TO 'l'hSM SEOl1LD 
Pi TAlEN INTO CONSIDiRATION AS THE PAAU IS DBVELOPED. 
fLFASE DETERMINE THE D~GREE TO WEIC~ TbEY CAN BE 
INTBGRATED INTC PROGRAM 'DtslaN 'MP.ILE MAINTAltJING DESIRED 
rRCCiHA~ IMPACT AriD DIRECTION. TbE CiAO W!':PUR'I', AID/¥i'S 
RISPONSES, AND A MOD~L PRCJ1CT AGREEMENT ~ERI HANDCARRI1D 
]1 KIM jI~AN TO MISSION8 SHULTZ ~ 
ET 
#0184 

Or 

> ", N~lNN 
2/2 UNCLAS STATE 2101B~ 
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3A - (1) COUNTRY CHECKLIST 

The criteria listed in Part A are applicable generally to FAA funds, and 
should be used irrespective of the program's funding source. In Part B a 
distinction is made between the criteria applicable to Security Supporting 
Assistance and the criteria applicable to Development Assistance. Selection of 
the appropriate criteria will depend on the funding source of the program. 

A. GENERAL CRITERIA FOR COUNTRY 

1. FAA Sec. 481. Has it been determined 
that the government of recipient 
country has failed to take adequate 
steps to prevent narcotics drugs and 
other controlled substances (as defined 
by the Comprehensive Drug Abuse 
Prevention and Control Act of 1970) 
produced or processed, in whole or 
in part, in such country, or transported 
through such/country, from being sold 
illegally within the jurisdiction of 
such country to U.S. Government 
personnel or their dependents or 
from entering the U.S. unlawfully? 

2. FAA Sec. 620 (b). If assistance is to 
a government, has the Secretary of 
State determined that, is not con­
trolled by the international 
Communist movement? 

3. FAA Sec. 620 (c). If assistance is to a 
government, is the government liable as 
debtor or unconditional guarantor on any 
dp,bt to a U.S. citizen for goods or 
services furnished or ordered where 
(a) such citizen has exhausted avail­
able legal remedies and (b) the debt 
is not denied or contested by such 
government? 

No. 

Dominica is not controlled 
by the international 
comm~nist movement. The 
country's Prime Minister 
is a staunch supporter of 
the United States. 

No. 

4. FAA Sec. 620(e) (1). If assistance is No. 
to a government, has it (including 
government agencies or e~bdivisions) 
taken any action which has the effect 
of nationalizing, expropriating, or 
otherwise seizing ownership or control 
of property of U.S. citizens or entities 
beneficially owned by them without taking 
steps to discharge its obligations toward 
such citizens or entities? 
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5. FAA Sec. 620(f)~ App. Sec. 108. 
Is recipient country a communist country? 
Will assistance be provided to the 
Democratic Republic of Vietnam (North 
Vietnam), South Vietnam, Cambodia, 
or Laos? 

6. FAA Sec. 620(i).Is recipient country 
in any way involved in (a) subversion 
of, or military aggression against, 
the United States Oi" any country 
receiving U.S. assistance, or (b) 
the planning of such ~ubversion or 
aggression? 

7. FAA Sec 620(j). Has the country 
permitted, or failed to take 
adequate measures to prevent, the 
damage or destruction by mob action 
of U.S. property? 

8. FAA Sec. 620(1). If the country has 
failed to institute the investment 
guaranty program for the specific 
risks of expropriation, 
inconvertibility or confiscation~ 
has the AID Administrator 
within the past year considered 
denying assistance to such government 
for this reason? 

9. FAA Sec. 620 (0); Fishermen's Protec­
tive Act of 1967» as amended, Sec. 5 
If country has seized, or imposed allY 
penalty or sanction against, any U.S. 
fishing activities in international 
waters, 

(a) has any deduction required by 
Fishermen's Protective Act been made? 

(b) has complete denlal of assistance 
been considered by AID Administrator? 

Dominica, the recipient 
country, is not communist. 

No. 

No. 

Through no fault of the 
country. an investment 
guarantee agreeme.1t with 
the United States \o;'a,=: 

terminated recent:y ~s 
part of a new U.~. 

Treasury DepartmeQt 
policy initiative. 

Dominica haG neither 
seized nor ilnpos(;u any 
penalty o~ sanction 
a~ainst U.S. fishin~ 
activities. 

10. FAA :,ec. 620(9); App. Sec. 50/+. (a) Is No. 
the recipient country in default on 
interest or principal of any AID loan to 
that country? (b) Is country more than 
one year in default on interest or 
prinCipal on U.S. loan made pursuant to 
program for which funds appropriated 
under Approp. Act, unless debt was 
earlier disputed, or appropriate steps 
taken to cure default? 

\ 
j\ \ 

! \ 
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11. FAA Sec. 620(8). What percentage of 
country budget is for military expen­
ditures? How much of foreign exchange 
resources spent on military equipment? 
How much spent for the purchase of 
sophisticated weapons systems? (Consid­
eration of these points is to be 
coordinated with the Bureau for Program 
and Policy Coordination, Regional 
Coordinators and Military Assistanced 
Staff (PPC/RC). 

12. FAA Sec. 620( t). He,s the country severed 
diplomatic relations with the United 
States? If so, have they been resumed 
and have new bilateral assistance 
agreements been negotiated and entered 
into since such resumption? 

13. FAA Sec. 620(u). What is the payment 
status of the country's U.N. obliga­
tions? If the country is in arrears, 
were such arrearages taken into account 
by the AID Administrator in determining 
the current AID Operational Year Budget? 

14. FAA Sec. 620Aj Has the country granted 
sanctuary from prosecution to any 
individual or group which has committed 
an SGt of international terrorism? 

15. FAA Sec. 659. If (a) military base is 
located in recipient country, and was 
constructed or is being maintained or 
operated with funds furnished by the 
United States, and (b) U.S. personnel 
carry out military operations from 
such base, has the PresidAnt determined 
that the government of recipient country 
has authorized regular access to U.S. 
correspondents to such base? 

In. FAA Sec. 669,. Has the country, 
delivered or received nuclear 
reprocessing enrichment equipment, 
materials, or technology, without 
specified arrangements or safeguards, 
etc.? 
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Dominica no longer 
allocates any portion 
of its budget for 
military expenditures. 
In fiscal year 1980/81, 
military expenditures 
had accounted for roughly 
one percent of the 
country's recurrent 
budget. 

No. 

Dominica is not in 
arrears on its U.N. 
obligations. 

No. 

The U.S. does not have 
a military base in 
Dominica. 

No. 
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17. FAA Sec. 670 Has the country delivered 
or received nuclear reprocessing, 
equipment, material or technology? 
Is the country not a "nuclear-weapon 
state" as defined in Article IX(3) of 
the Nuclear Non-Proliferation Treaty 
and on which detonates a nuclear 
explosive device? 

18. FAA Sec. 901. Has the country denied 
its citizens the right or opportunity 
to emigrate? 

B. FUNDING SOURCE CRITERIA FOR COUNTRY 

1. Security Supporting Assistance 
Criteria 

a. FAA Sec. 502B. Has the Department 
of State made findings which indicate 
that the country has engaged in a con­
sistent pattern of gross violations of 
internationally recognized human rights? 
If so, is program in accordance with 
policy of thjs Section? 

b. FAA Sec. 531. Is the Assistance to 
be furnished to a friendly country, 
organization, or body eligible to 
receive assistance.? 

c. FAA Sec. 609. If con~odities are 
to be granted so that sale proceeds 
will accrue to the recipient country 
have Special Account (counterpart) 
arrangements been made? 

2. Development Assistance Countrr 
Criteria 

a. FAA Sec. 102(c), (d). Have 
criteria been established, and 
taken into account, to assess 
commitment and progress of country 
in effectively involving the poor 
in development, on such indexes as: 
(1) small-farm labor intensive 
agriculture, (2) reduced infant 
mortality, (3) population growth 
(4) equality of income distribu­
tion, and (5) unemployment. 
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Dominica, which is not a 
"nuclear-weapon state," 
does not deliver or 
receive nuclear reprocess­
ing equipment, material 
or tec"hnol ogy. 

No. 

Department of State has 
not made any findings 
that indicate that 
Dominica has engaged in 
gross violations of 
human rights. 

Yes. 

N/A. Program support 
is to be furnished in 
the form of a cash 
transfer rather than 
commodities. 

N/A. Source of funding 
is Economic Support Fund 
(ESF) • 
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b. FAA Sec. 115 Will (:ount ry be 
furnished, in same fiscal year, 
either security supporting assis­
tance, or Middle East peace funds? 
If so, has the Congress specifically 
authorized suc~ funds, or is assis­
ance for population programs, 
humanitarian aid through international 
organizations, or regional programs? 

c. FAA Sec. 116. Can it be demonstrated 
that contemplated assistance will 
directly benefit the needy? If not, has 
the Department of State made findings 
lYhich indicate' that this government has 
engaged in a consistent pattern of gross 
violations of internationally recognized 
hUlnan rights? 

d. FAA Sec. 201(b)(5),(7)&(8)j Sec. 208 
~a)(4),(7). Describe extent to which 
country is: 
(1) Making appropriate efforts to increase 

food production and improve means for 
food storage and distribution. 

(2) Creating a favorable climate for 
foreign and domestic private 
enterprise and investment. 

(3) Increasing the public's role in the 
developmental process. 

(4) (a) Allocating available budgetHry 
resources to developm~nt. 

(b) Diverting such resources for un­
necessary military expendi ture I:md 
intervention in affairs of othe~ 
free and independent nations. 

(5) Making economic, social, and political 
reforms such as tax collection improve­
ments and changes in land tenure 
arrangements, and making progress towa rd 
r/spect for the rule of law, free dom ' 
(frO EJlCp.re,sion and of the press. and ' 
~.ognizing th~ .ortance.of indW-vi- ' 
~J»;l fr~edom, initiative, and prilate 
e~rprlse. I 

Page 5 of 12 
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(6) Otherwise responding to the vital 
economic, political, and social con­
cerns of its people, and demonstrating 
a clear determination to take effective 
self-help measures. 

e. FAA Sec. 20l(b), 2l1(a). Is the country 
among the 20 countries in which development 
assistance loans may be made in this fiscal 
year, or among the 40 in which development 
assistance grants (other than for self-
help projects) may be made? 

Page 6 of 12 



JA(2) - NONPROJECT ASSIS'l'ANCE CHECK_LIST 

The criteria listed in Part A are applicable generally to FAA funds, and 
should be used irrespective of the program's funding source. 1n Part B a 
distinction is made between the criteria applicable to Security Supporting 
Assistance and the criteria applicable to Development Assistance. Selection 
of the appropriate criteria will depend on the funding source for the program. 

A. GENERAL CRITERIA FOR NONPkOJECT ASSISTANCE 

1. App. Unnumbered; FAA Sec. b53(b) 
(a) Describe how Committees on Appro­
priations of Senate and House have been 
or will be notified concerning the non­
project assistance; 

(b) is assistance within (Operational Year 
Budget) country or international organ­
ization allocation reported to the 
Congress (or not more than $1 million 
over that figure plus 10%. 

2. FAA. Sec. 611(a)(2) lf further legis­
lative action is required within 
recipient country, what is basIs lor 
reasonable expectation that such action 
will be completed in time to permit 
orderly accomplishment 0 f purpose 0 f 
the assistance? 

3 • FAA Sec. 2 09, 61 9 I s ass is tan c e m 0 r e 
efficiently and effectively given 
through regional or multilateral 
organizations? If so wIlY is assif:itance 
not so given? Information and con­
clusion whether assistance will 
encourage regional development 
programs. If assistance is for newly 
independent country, is it furnished 
through multilateral organizations or 
in accordance with multilateral plans to 
the maximum extent appropri2te? 

L". FAA Sec. 601(a); (and Sec. 201(0 for 
development loans). Information and 
conclusions whether assistance will 
encourage efforts of the country to: 
(a) increase the flow of international 
trade; (IJ) f()ster pri.vate initiative 
and competition; (c) encourage develop­
ment and use of cooperatives, credit 
unions, and savings and loan associa­
tions; (d) discourage monopolistic 

Congressional notifica­
tion will be transmitte~. 

Source of funding will 
come fn)m EillO/C' 5 fiscal 
year 1982/83 supplemental 
ESF allucation. 

N/A. 

To achieve desired 
impact, tile Lilatel'o 1 
mode is preferred, al­
though the progl'am 
complements strongly 
other dO:1or program::;. 

The program will have 
a positive impact on 
international trade and 
private InitiatIve and 
competition. 

, /1 

If Y 
I 
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practices; (e) improve technica~ 
efficiency of industry, agriculture, 
and commerce; and (f) strengthen free 
labor unions. 

5. FAA Sec. 601(b). Information nnd 
conclusion on how aS8istance will 
encourage U.S. private trade and in­
vestment abroad in foreign assistance 
programs (including use of private 
trade channels and the services 
of U ,S. private enterprise). 

6. FAA. Sec. 612(b); Sec636(h). 
Describe steps taken to assure that 
to the maximum extent possible, Ghe 
country is contributing local 
currencies to meet the cost of con­
tractual and other services, and 
foreign currencies owned by the 
United States are utilized to meet 
the cost of contractual and other 
services. 

7. FAA Sec. 6l2(d). Does the United 
States own excess foreign currency 
and, if so, what e.rrangements have 
been made for its release? 

B. FUNDING CRITERIA FOR NONPROECT ASSISTANCE 

i. Nonproject Criteria for SecuritL 
Supporting Assistance 

a. FAA Sec. 531, How will this assis­
t~nc6 support promote economic or 
political stability? Is the country 
among the 12 countries in which Support­
ing Assistance may be provided in this 
fiscal yea r? 
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The program will have 
positive impact on 
Dominica's growth pros­
pects, whic.h in turn 
will encourage (a)U.S. 
private trade and invest­
ment abroad and (b) pri­
vate U.S. participation 
in foreign assistance 
programs. 

Local currency 
equiva~ent will help fund 
Dorr.inica's required 
counterpart contributions 
on other donor projects. 

No. 

The program will promote 
economic and political 
stability through (a) 
supporting investment 
activities with a produc­
tive sector orientation 
in Dominica's public 
sector investment pro­
gram and (b) making 
available foreign exchange 
for critical~y needed 
productive sector imports. 
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2. Nonproject Criteria for Development 
Assistance 

a. FAA Sec. 102(c); Sec. III; Sec. 281a. 
Extent to which activity will (1) 
effectively invn]y~ the poor in develop­
ment, by extending access to economy at 
local level, increasing labor-intensive 
production, spreading investment out from 
cities to small towns and rural arees; and 
(2) help develop cooperatives, assist 
rural and urban poor to help themselves 
toward better life, and otherwise encourage 
democratic private and local government 
institutions? 

b. FAA Sec. 103, l03A, 104, 105, 106, 
107. Is assistance being made available: 
[include only applicable pa~agraph--
e.g. a, b, etc.--which corresponds to 
SOtlrces of funds used. If more than 
one fund source is used for assistance 
include relevant paragraph for each 
fund source.J 

(1) [103J for agriculture, rural develop­
ment or nutrition; if so, extent to 
which activity is specifically designed 
to increase ~roductivity and income of 
rural poor; LI03AJ if for agricul tural 
research, is fully account taken of 
needs of small farmers, 

(2) [104J for population planning or 
health; if so, extent to which activity 
extends low-cost, integrated delivery 
systems to provide health and family 
planning services, especially to rural 
areas and poor; extent to which assis­
tance gives attention to interrelation­
ship between (A) population growth and 
development and overall improvement 
in living standards in developing 
countries. Is activity designed to 
bUild motivation for small families in 
programs, such as education in and out 
of school, maternal and child health 
services, agriculture production, 
rural development and assistance 
to urban poor? 

Page 9 of 12 

N/A. Source of funding 
is ESF. 
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(3) [105J for education, public adminis­
tration, or human resources development 
if so, extent to which activity 
strengthen9 nonformal education, makes 
formal education more relevant, 
especially for rural families and urban 
poor, or strengthens management 
capability of institutions enabling the 
poor to participate in develop~ent; 

(4) [106J for technical assistance, energy, 
research, reconstruction, and selected 
development problems; is so, extent 
activity is: 

(a) to help alleviate energy problem; 

(b) reconstruction after natural or 
manmade disaster; 

(c) for special development problem, 
and to enable proper utilization of 
earlier U.S. infrastructure, etc., 
assistance; 

(d) for programs of urban development, 
especially small labor-intensive 
enterprises, marketing systems, and 
financial or other institutions to help 
urban poor participate in economic and 
social development. 

(5) [107J by grants for coordinated pri­
vate effort to develop and disseminate 
intermediate technologies appropriate 
for developing countries. 

c. FAA Sec. 207; Sec. 113. Extent to which 
assistance reflects appropriate emphasis on: 
(1) ellcouraging development of democratic 
economic, political, and socinl institutions; 
(2) self-help in meeting the country's food 
needs; (3) improving availability of trained 
worker-power in the cuntry; (4) programs 
designed to meet the country's health needs; 
(5) other important areas of economic, 
political, and social development, including 
industry; free labor unions, cooperatives, and 
Voluntary Agencies; transportation and 
communication; planning and public adminis­
tration; urban development, and modernization 
of existing laws; or (6) integ~ating women 
into the rectpient country' 3 ~'lational economy. 
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d. FAA Sec. 281(b). Describe extent 
to which program recognized the 
particular needs, desires, and capacities 
of the people of the country; utilizes 
the country's intellectual resources to 
encourage institutional development; 
and supports civil education and training 
in skills required for effective partici­
pation in governmental and political 
proces6s essential to self-government. 

e. FAA Sec. 20l(b)(2)-(4) and -(8) 
Sec. 20l(e); Sec. 2ll(a)(1)-(3;-~ -(8). 
Does the activity give reasonable promise 
of contributing to the development of 
economic resources, or to the increase of 
productive capacities and self-sustaining 
economic growth; or of educational or 
other institutions directed toward social 
progress? Is it related to and consistent 
with other development. activities, and will 
it contribute tJ realizRble long-range 
objectives? 

f. FAA Sec. 20l(b)(6); Sec. 2l1(a)(5)(6) 
Information and conclusion on-possible 
effects of the assistance on U.S. economy, 
with special reference to areas of sub­
stantial labor surplus, and extent to which 
U.S. commodities and assistance are fur­
nished in a manner consistent with improving 
or safeguarding the U.S. balance-of­
payments position. 

~~~~~~C~r~i~te~r~l~'a~f~o~r Development 
Loans only--

a. FAA Sec. 201(b)(1). Inforation and 
conclusion on availability of financing 
from other free-world sources, including 
private sources within the United States. 

b. FAA Sec. 201(b)(2); 20l(d). Ir,forma­
tion and conclsuion on (1) capacity of 
the country to repay the loan, including 
reasonableness of repayment prospects, and 
(2) reasonableness and legality (under laws 
of country and United States) or lending 
and relending terms of the loan. 
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N/A. Source of funding 
is an ESF grant. 
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c. FAA Sec. ?Ol(e). Tf lonn in not mn(le 
pursuant to n multjlntnrnl rlAn, nnd the 
amount of the loan exc8pds $lOO,OOO, hAS 

country submitted to AID an application 
for such funds together with assurances 
to indicat~ that funds will he used in an 
economically and technically sound 
manner? 

d. FAA Sec. 20?(a). ~otal amount of 
money under loan which is going directly 
to private enterprise, is going to inter­
mediate credi t insti tuti ons or other 
horrower" for lI;',n -hy pt'j vFlte eTltf'rTlrj ~;r', 
is being u[Jpd to finaner import~~ rrom .­
private sources, or i" 0therwisp hring 
used to finAnce procurpment:> from priVAte 
sources'? 

4. Additional Criteria for AlliAncn for 
Progress 

[Note: Alliance for Progress nssis­
tance should add the following two 
items to a nonproject checklist.l 

a. FAA Sec. 251(b)(l)-Un. Does 
assistance take into account principles 
of the Act of Rogotn 0nd Charter of 
Pu n tad e 1 R s t e; and tow hat ext e n t w ill 
1;he activity contributr to thp pronomic 
or politicni intp('rntiofl of Lntin 
America? 

b. FAA Sec. ?Sl(h)(R); ?'Jl(h). For lonn" 
has there heen tAkpn i ntn ACCollnt tlw 
effort made hy reciTlinnt nntion to rppn-
t ria t e c n Tl itA lin v p ~i t n r1 i not h (' r (' 0 \ III t rip S 

by their own citi7.ens? In LOAn (~on:lintent 

with the findinps and rpcommendntionn of 
the Inter-American Committee for thp 
Alliance for Progrens (now "CF;PClF;;;," 
the Permanent Rxecutivp Committep of the 
OAS) in its annu;:d reviPltJ of nAtionAl 
development nctivities? 
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N/A,Dominica is a 
Cnrihheen state 
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nrd. officers fr'Orc our' I"Lini:..;try of lo'i.J1F.tTlCC ~ Econo:ru.c fuve lOj'I::lc..'1t Lbi t 

an the fom and lcvp 1 of ;t.Sf;istance J'(~(-fL·lired. 

We UJ"C s 2 ti!;fi ~ ,.ri. th the cone l U.siCL'1S ClTri VM at deLeinG thos e ciis-

cu.c;don.s • 

~lc W'P. nl!:.o ;,QtisfiaJ 1:hoi: the: n:;" i!;\.;mec :.OU{"flt ,·,ri.U hr ,lp t o 
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GL-rucLUl'C :in ~;up;)ort of ~. llf · ! ; n Pf'OJll(:Loi \' n ~;r·!'t.o!":;. Thif; ' :;.I·;l t.c;,;y, ' i;o.~(.t.l>!:,I' 

\lith <1j1j1T'OJ)),iatc f:i JC;u pol ic;y :!lr~ ;!:ltI'(; ;, t ~:h ~ J in c.(.l!J!::ulhLiCl'l \.:j t h the 
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Fly govern:nmt D[5I'CCS to import i'.ro'Tl the Unito1 States, gocxis 

of ~roved categories jYl em roOOlIDt at least equivalent to the aIJ10lIDt 

requested, over a one year pcrio::1o 

v1e are satif.:;ficd tInt the cooditiom3 attnchinG to the aid 

requested, as iDdicated durin;3 discussiQnn "nth representatives of 

yOill' office, Dre acceptoJilc • 

.l\n early resl)om~e from ~YDU "'QuJd be v('xy nDlch app:rr;cintc::L 

With a::;:::::tU:'tillCCS of my hirlx:;c;t cr;l;cc:n. 

Yours siYlC'A'rely < ,I l I 



LETTER ,NO. 2 

Ref. No. F28/1c;B 
MINISTRY OF FINANCE, 

GOVERNMENT HEADQUARTERS. 

His Excellency 11i11.m Bish 
11mbassador 
U.S. Embnssy 
Bridgetoi.m 
BARI3A1XB 

YOill' Excellency, 

KENNEDY AVENUE, 

ROSEAU, 

COMMONWEALTH OF DOMINICA. 

WEST INDIES. 

1933-09-16 

'--'- '- ' -,.Ftrrther to nur letter dated 7th September, 1933, I have the honour, 

i :'".-''. ''' bi behaJ!r of the Government of the Corrmanweal th of Donrinica, to make 

1 .i.~~c:~J f011l191 rCffil8st for a t:rr'ant in the sum of tv/o million United States dollars v-: . .. b'-

Ir 
i , (~~~2,cm,CXX)) to assist in eliminating the deficit 0.."1 rmr c;over.runcnt' s 

I " c~-.!pitoJ. aCC01.m.t and for balnnce of p<\ymcnts support. 

I,' 
I., 
I' 
I" ' " , 
I 
I , 

; 1 

i 
I " I ,,' 
J " . 
i 
I , I ',' " 
I ,' 

I 
I. .. ... 

The nhavc sum, if approved, shoulrl be paLo to the nccmmt of the 

East Cnribbc0r. Currency Jiuthori ty wi.th the Fmcral P.cscrvc Il.'1I1l-:- J ar credit 

in its ecmivolcnt in E'LSt Co.ribbcnn Dollars, to the'! Account of the Govcrn­

iwc>..nt of tho Co~n:noll\'!calt;b of lJomini('.~ vr.itrJ the l'btional Comncrcial B3I1J:, 

I<o~)eo.u, in em aCCOl.U1t dC'~.~ip]1atcd "Govcrruncnt o f' DO:-nlllicn: U.S. rclancc oi' 

T[l:ymcnt~; Acco~ '~ ". 

vJi thirtlv.'cU::; v.'ill be m:-:r1c: Iro:n tho nbovo o.CCOlmi: to fmuJ1cc 10c::2. 

cq~ts or lbitr:d States ir~mori: content of Guh-pro;icet~3 in tl1c nubhe sccto:~ 
/, / ' I ; . 

. f:-iu(~6'S:LTIcnt activ:i. t;ic~] prcvi, ou.o::;~y approved by U:.AID for fmmcinc; under tIl'.: 
/ )) i,'i':-

, I( , J"" y' 
. ,-..J.;, ............... ....,. I 

, 

1 c0l1finn th:1t nw f"OVcrnmcnt rul':; bc:('n ill C0:11Dli:mc:e Hith the hQ.T,c:t~. 

r:~)t[lbli::;lyyj uIyjr-r th(~ IntcT11.'1tiona1 r'1on(; tcn~y Ji\mrl ExLcndc..'Xl J.\,l!}j ]?;;.,ciJity 

and th31: ,,}C hJVc [',nti~jricd al ~L conditiOIY.~ nr:rc('(l to under th.'1t pro['Tet:rr:lc . 
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F.(Y government ha.s already t3J\CI1 a rmrnbcr of self-help meaSll-es 

in addition to an:i in confonnity w1.th the EFF progranme ~eecl aetl·.reeD. 

rn......rr-selvcs and the International r.'JOnetary rulcL He are cmfide:J.t th::t 

the [',ssistanc.e rcqaested will SUPPOl~t siCn.:i.fic.antlJ the self-reI"!"") 

mea.S1.lrCS vlhich v.,'c have already urderL;:tkcn. 

I trust that you vrill be nble to respond fav01IT8bJ...,v to o:.rr 

request. 

Wi th assurnnCCG of IY(Y I)iC;hc;3t ('.onr;iderotion. 

Yorn's sincerel~y, 
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AGEN:Y FOR D ~IONAL DEVElDPMENI' 

)-- f Cr 
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ADVICE uP PR03AAM 0lANGE 

PROJECr TITLE 

PFU1ECr NUMBER 

IT 83 CP REFERENCE 

APPRJPRIATlOO CATEX30RY 

LIFE OF PRO.J:EiCr FUNDIN3 

INI'ENDED FY 83 OBLIGATltN 

rate: 

Caribbean _Regional 
. . .' 

Program Supp:>rt for D::>minica 

538-0113 

None 

Eoonomi c Support Funds (ESF) 

$2,000,000 (G) 

$2,000,000 (G) 

This is to advise that A.I.D. intends to obligate $2,000,000 in 
grant funds in IT 83 for program assistance to D::Jrninica. This is a 
new project which was n9t included in the IT 83 Congressional 
Presentation. I 

The financial requirements for the pr09'ram are $2 million to cover 
the immediate balance of p:lyrnents needs of the D:::mtinican economy. 
The Governme..'1t of ]):)rninica will cove.'1.al1t to provide a corresp:mding 
anount of local currency to help meet the credit requirements of its 
productive sector investment program and to meet the local 
requirements of donor assisted projects critical to the needs of the 
private sector. 

ANNEX: Activity I:e.ta Sheet 

'. 

" \ 
r J" I • 

~ - } 



rnOGnp"I: Carihbe,In Reglon"l 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

ACTIVITY DATA SHEET C. "1.1)5 IR 101 

rrogram Support for' Dominica F.conomlc SlIpport F"ncb . 

rROPOSED OBLIGATION (I" rlwu .. rIt!, old"n .. " 
FY 8 ---r7L~IF;:E~O~F~----'--~--0-o-0--------------~ TITLE ~UNDING SOunCE 

NUMBER 530-0113 Ne;,~- --- - _ .. -. rR"iciRflEFenENce" _.-_ .. ___ .0 ________ _ 

___ ~_ 2 ,000 ~ I'FIO-!.ECT fl\ulh.J 4 '_. _____________ ... 

INITIAL jESTlMAno FINAl. IESTI~ATEOC01\IIPlHIONDATE 
OBUGI' ~'ON OBLIGATION OF pnOJECT GnANlli} LOANO CONTINUING 0 None FY 8J FY BJ FY BJ 

---- I --- ----.--------.--~-------RelAtionship of Program to A.I.D. Strateey: The program would Purpose: To provide criticAl belAnee of payments support needed to 
susteln mode6t growth of the pr~ductlve RectorA and permit 
continued economic recovery. 

Background: Since Independence In 1977, DominiCA has struggled 
with serious economic problems Including multiple hurriCAnes, 
rising 011 prices And worldwide recession wh!ch hove led to II is 
million balance-of-payments deficit. Supported by An Elttended Fund 
Fadlity with the InternationAl HonelAry Fund (tHY/EFF), the 
Government of DominiCA (GOO) h~s recently m~de renl ~trldcA tow~rd 
econoilic stabilIZAtion And growth. However the IArp,e fll':cAI <lebt 
of DominiCA threAtenA to halt the adv~nces which h~ve recently been 
mAde to Improving the country's productive nector investments. A 
shortAge.of resources for thIn sector would prevent fllrther 
economic recovery. Consequently, the GOD with IHF Rupport has 
Appronched the U.S. government for old In support of Its public 
sector productive fnveatment progrnms. 

Project Description: The proposed ~2 1I11110n program wIll tAke the 
for. of An fmmedlate CAsh trnnAfer to the f~vern~ent of OnmlnlcA to 
sddreAs ItA ImmediAte bnIAnce-of-pAymentA needn. The GOD for its 
'pRrt, to fRcllltllte recovery. will establish lOCAl currency funds 
of nn equiVAlent tot~l Amouni. These fllnds will be used to 
continue the country's Agrlcult<lrnl cllverAlflcntlon efforts nnd 
theIr public sector Inveslment programR. The Investment programs 
wIll focUA on those ectlvltles wIth 0 productive sector orientAtIon 
And/or An Infrastructure buIlding component. Examples of program 
ActlvltleA Include fleh marketing And AtorAge, coconut 
rehabIlitAtion, feeder rop.d construction ~nd IlveAtock cllseasp. 
control. 

Additionally, lOCAl currency r.und"!l1g·",ay he ulled by the govern ... ent 
to provIde Its counterpArt contribution for cruc!AI 
externally-fInanced Infr~strllcture proJectA. 

The proRrAm proposes os polley condltlonnllty the eliminAtion of 
the projectcd recurrent fiSCAl Account clerlclt of tl.6 million for 
thIs flACAI year, the flnAllzat!on of An ngre~ment with the IHF on 
the fInal EFF allotment, other donor RnAlstnnce In meeting the 
GOD'A deficit, and the prioritIZAtion of Investment proJecto. 

U.S. fINANCING {/. thou lin., ,I •• 11.,,, 

Oht"IUDm hp,ndllV'" 
'I"D"~ 5--., .. .,,,., )0 1981 - -
f"h'",.,,...ff:"llrlt l V •• r 1982 - -
EIII""_'M Th'''''',Oh S..,,,,,'"h •• lO, 1982 - -

.- ....£"lau..!.!.·!.!!.!>.!IJ·~ 
".·..,f~O •• d" It,.1 v •• , 19 B J • 2 1°00 

support A.I,D.'s strategy for the English-speaklng EAstern 
CArlhbeAn hy IItAblllzlng the finances of the public sector, 
strengthening the Domlnlcsn baIAnce-of-pAyment~ situation, 
stimulAtIng productive sectors through the provisIon of n:!eded 
fO'relgn eltChAnge for U.S'. productive Imports lind local cost 
f I nAnc I ng. In summary, the progrAm would promote the cont Inlled 
RtAblllzAtlon and expansion of the economy of e co~ntry which I) Ie 
Rervlng AS a model of free enterprise development In the region, 2) 
will then be mnre able to tske adVAntAge of the trllde cohcesslons 
to be offered under the Caribbe~n ~asln Initiative, and J) Is a 
strong-nlly of the United StAtes. 

BeneficiAries: The progrA~ Ie designed to have broad ImpAct on the 
productive sectors of DOlllnlc8. In doing so, It would assure thAt 
employment snd Incolle-generatlng economic growth are' not delAyed. 

Host Country and Other Deners: The hoot country will be utilizing 
lts public resources to I~ple .. ent the program and the projected 
benefltll derived therein ~re cons~stent with the host country's 
stAted obJectives. Other donore ere being encourAged b1 the IHF to 
provIde the local currency a8 veIl 88 foreign e~chRn~e portions of 
projects being funded by their countries In order to eliminAte the 
bnlnnce-of-pnyment" deficit "nd to contribute progrnm n.H,ietAnce 
toward decreAnlng the bAlance-of-payments defIcit. ThelHF Is 
fully supportIng Dominica because of the austerity measu~es 8dopt~d 
during recent ye8rs. ~ 

Major Outputs: 

Improved Econo.ic Activity 

A.I.D.-Flnanced Input": 

Program As~lnt~nce 

All Years 

x 

Llfe- of Project 
($000) 

2,000 

rRINCIPAl CONTRACTORS OR AGENCIES 

Unliqaitlll04 
- TO BF. SEt.F:CTEO --
-

~lIlm'I'" Taut Cell 
- T;-Ouu---'-=--- , 

-u 
III 
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ro 
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):0 
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ANNEX F 
Page 1 ·of 8 

Program Agreement Number: 538-0113 

... 
... 

GRANT AGREEMENT 

BE'IWEEN 

THE GOVERNMENT OF THE COMMONWEALTH OF DOMINICA 

AND 

THE GOVERNMENT OF THE UNITED STATES OF AMERICA 
.. 

ACTING THROUGH 

THE AGENCY FOR INTERNATIONAL DEVELOPMENT 

FOR 

CASH TRANSFER 

FOR THE 

PUBLIC SECTOR INVESTMENT PROGRAM 

DATE: September 30, 1983 

APPROPRIATION: 

BUIJGE T ALLOWANC.I::: 

(It 
/ 
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GRANT AGREEMENT 

BETIlEEN THE 

GOVERNMENT OF THE OOMMONWEALTH OF DOMINICA .. 
AND THE' 

GOVERNMENT 0 F THE 

UNITED STATES OF AMERICA 

FOR 

CASH TRANSFER FOR THE PUBLIC SECTOR INVESTMENT PROGRAM 

AGREEMENT, dated the thirtieth of September, 1983, between the Government 
of the Commonwealth of Dominica ("Grantee") and the United States of America 
acting through the Agency f or In ternatiunal Development ("AID"). together 
ref~rred to as the "Parties". 

Whereas, the Government of the United States, acting through AID, desires 
to assist the Government of Dominica to eliminate its capital accounts deficit 
and to assist in lts public sector investment program; 

Now, therefore, the Parties hereto agree as follows: 

ARTICLE I. THE ASSISTANCE 

AID agrees to grant to the Grant ~e, under the terms of this Agreement, not 
to exceed Two Million United States Dollars (U.S. $2,000,000) (the "Grant") to 
assist in eliminating the Grantee's capital account deficit and for balance of 
payments support. The program will support development activities in the 
public sector investment program by encouraging the Grantee to furnish its own 
local currency to stimulate productive sector activities and provide essential 
econocic and social infrastructure. 'The Grant shall be disbursed in three 
tranches, subject to the conditions precedent set forth below. ~e activities 
contemplated herein are amplified in the Program Descri~tion set forth at 
Annex I of this Agreement. 

ARTICLE II. CONDITIONS PRECEDENT TO DISBURSEMENT 

Section 2.1. Conditions Precedent to Initial Disbursement 

Prior to the first disbursement under this Grant of $1,OOO,Oqo, or to 
the issuance. by A.I.D. of doc~mentation pursuant to which such disbursement 
will be mad~, the Grantee will, except as the Parties may otherwise agree in 
writing, furnish to A.I.D •• in form dnd substance satisfactory to A.I.D.: 

(a) An opinion from the Attorney General of the Grantee stating that 
this Agreement has been duly Juthorized and/or ratified by, and executed on 
behalf of, the Grantee, dnd that it constitutes a valid and legally binding 
obligation of the Grantee in accordance with all of its terms. 

(bY A statement representing and warranting that the named person or 
persons have the authority to oct as the representative or representatives of 
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the Grantee togethe~ with a specimen signature of each person certified as to 
its authenticity. 

(c) Evidence that a special and s~parate local currency account has 
been established in Dominica into which the E.C. dollar equivalent of the Cash 
Transfer Grant will be deposited. 

(d) A list of public sector development activities, contained in the 
FY 83/84 official budget of the Government of Dominica, to be supported by the 
Grant and the estimated amounts to be allocated to each activity. 

(e) Evidence that the Grantee is in substantial compliance with 
targets established under the International Monetary Fund Extended Fund 
Facility. 

(f) An official letter in which the Grante0 agrees that (1) Dominica 
will import from the United States goods, from those import categories 
previously approved by A.LD. and furnished to the Government of Dominica, in 
an amount at least equivalent to the Grant over a one year period from the 
date of first disbursement he~eunder; (2) Grantee will monitor such imports 
and keep A.I.D. informed as to progress; and (3) Grantee will certify and 
document, in form ,and substance acceptable to A.L D., the value of imports 
actually made from approved categories during a one year period from the 
disbursement of the Grant. 

Section 2.2. Condition Precedent to Disbursement of Second Tranche 

Prior to the disbursement of the second tranche of $500,OOO~ or to 
the issuance by A. LD. of documentation pursuant to which such disbursement 
will be made, the Grantee will, except as the parties may otherwise agree in 
writin6, furnish to A.I.D., evidence that as of December 31, 1983, the Grantee 
is in substantial compliance with its Extended Fund Facility Agreement with 
the International Monetary Fund and that the local currency aspects of the 
Program are proceeding satisfactorily. 

Section 2.3. Condition Precent to Disbursement of Third ITanche 

Prior to the disbursement of the third tranche of $500,000, or to the 
issuance by A.I.D. of documentation pursuant to which such disbursement will 
be made, the Grantee will, except as the parties may otherwise agree in 
writing, furnish to A.I.D., in form and substance satisfactory to A.I.D. 
evidence that as of March 31, 1984, the Grantee is in substantial compliance 
"lith its Extended Fund Facility Agreement with the International Monetary Fund 
and that the local currency aspects of the Program are proceeding 
satisfac tori,ly. 

Section 2.4. Notification 

When A. r. D. has determined that the conditions precedent to 
disbursement specified in Section 2.1., 2.2. and 2.3. have been met, it "Jill 
promptly notify the Grantee. 

Section 2.5. Terminal Date for Conditions Precedent 

If the conditions precedent set forth in Section 2.1. have not been 
met ninety (90) days from the date of this Agreement, or such later date as 
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A.I.D. may agree in writing, A.I.D., at its option, may terminate this 
Agreement by written notice to the Grantee. 

ARTICLE II 1. DIS13URSENENT 

Section 3.1. Deposit of Disbursed Funds 

After satisfaction of the cond.itions precedent, at the written 
request of the Grantee, A.I.o. will deposit the proceeds of the Grant in the 
designated U.S. correspondent bank. 

Section 3.2. Date of Disbursement 

Disbursements by A.I.D. will be deemed to occur on the date(s) the 
proceeds of the Grant are deposited in the bank or banks designated pursuant 
to Section 3.1. 

Section 3.3. Terminal nate for Requesting Disbursement. 

Except as A.I.D. may otherwise agree in writing, the terminal date 
for requesting disbursement o f the Grant proceeds shall be nine months from 
the date of this Agreement. 

ARTICLE I V. PURPO'S ES OF FUNDS 

Section 4.1. 

The Grantee agrees that the Grant funds ~ill be used for purposes set 
forth in Article I and will not be used for (1) financing military 
requirements of any kind, including the procurement of commodities or services 
for military purposes, or (2) luxury items or pesticides which are not 
registered by the U.S. Environmental Protection Agency without restriction . 

ARTICLE V. COVENANTS 

Sec tion 5.1. Record s 

The Grantee will maintain financial records, in accordance with 
genera:ly accepted accounting principles, to assure compliance with this 
Agreement, such records to be maintained for at least three years after the 
date of last disbursement hereunder and to be made available upon request for 
examination at any reasonable time by authorized repres e ntatives of A.I.D. 

Section 5.2. Local Currenc y Special Account 

The'Grantee, using the highest lawful rate of exchange existing on 
the date of the local currency depOsit, will immediately upon disbursement of 
the Grant cause Eastern Ca. ribbean Currency Authority or successor central bank 
to deposit the local currency into the previoualy established special and 
separate account in Dominica, in the equivalent amount of the Gra~t proceeds, 
which special account shall, except as A.I.o. may otherwise agree in writing, 
be established and used by the Government of Dominica to support their 
activities in public sector investment as mutually agreed to by A.I.D. and the 
Grantee. 
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Sec tion 5.3. Report s 

The Grantee, unless A.I.D. agrees dtherwise in writing, will furnish 
to A.I.D. four quarterly reports on the funding status of the public sector 
investment activities in a format acceptable to A.LD. The first report will 
be due three months after initial disbursement with subsequent ones submitted 
at ensuing three month intervals. 

Section 5.4. Trade Promotion 

The Grantee covenants to collaborate with the United States 
Government on ways of expanding trade opportunities. 

Section 5.5. Publici~ 

The Grantee covenants that it will give appropriate publicity to the 
Grant and activities funded thereunder as a program to which the United States 
has contributed. 

Section 5.6. Local Currency Costs of Activities 

Gr3ntee covenants to exert its best efforts to have the particular 
donor agency involved cover the required government local currency costs of 
its respective projects. 

Section 5.7. Consultation 

The Grantee covenants to meet at regular intervals with A.I.D. in order to 
consult concerning the effectiveness of the activities undertaken through the 
Agreement. 

Section 5.8. Execution of Program 

(a) The Grantee shall carry out the Program or cause it to be 
carried out with due diligence and efficiency, in conformity with sound 
technical, financial, and management practices, and in conformity with those 
documents, pIous, specifications, contracts, schedules or other arrangements, 
and with any modifications therein, approved by A.I.D. pursuant to this 
agreemen t; and 

(b) P~ovide qualified and experienced management for, and train such 
staff as may be appropriate for the maintenance and operation of the Program, 
and, as applicablp. for continuing activities, cause the Program to be oper3ted 
and maintain~d in such manner'~s to assure the continuing and successful 
achievement of the purposes of the Program. 

Section 5.9. Economic Policies 

The Grantee covenants tv make best efforts to restrain in fiscal 
years 1984/85 and beyond (a) recurrent expenditures and (b) borrowing from the 
domestic commercial banking system. 

ARTICLE VI. REFUNDS 

(a) In the case of any disbursement which is not supported by valid 
documentation in accordance with this Agreement, or which is not made or used 



Page 7 of 8 
- 5 -

in accordance with this Agreement, A.I.D., notwithstanding the availability or 
exercise of any other remedies under this Agreement, may requi.re the Grantee 
to refund the amount of such disbursement 1'On U.S. Dollars to A.1.9. within 
Rixty (60) days after receipt of a request therefor. 

(b) If the failure of Grantee to comply with any of its obligations under 
this Agreement has the result that the Grant is not used effectively in 
accordance with this Agreement, A.I.D. may require the Grantee to refund all 
or any part of the amount of the disbursements under this Agreement in U.S. 
Dollars to A.I.D. within sixty days after receipt of a request therefor. 

(c) The right under subsection (a) or (b) to require a refund of a 
disbursement will continue, notwithstanding any other provision of this 
Agreement, for three years from the date of the last disbursement under this 
Agreement. 

ARTICLE VII. MISCELLANEOUS 

Sec tion 7.1. Communications 

The Grantee undertakes to provide to A.I.D. such information relating 
to the economic and financial situation of Dominica as may be necessary. Any 
notice, request, documents, or other communication submitted by either' party 
to the other under this Agreement will be in \oJriting or by telegram or cable, 
and will be deemed duly given or sent when delivered to such party at the 
following address: 

To Grantee: 

To A. I. D. : 

Finand.al Secretary 
Ministry of Finance 
Government Headquarters 
Roseau 
Commonwealth of Dominica 

Mission Director, USAID-Barbados 
Regional Developme~t Office/Caribbean 
P.O. Box 302 
Bridgetown, Barbados 

Telex USEM.B BGI 2259 - WB 

All such communications wi-II be in English, unless the Parties 
. otherwise agree in writing. Other addresses may be substituted for the above 
· upon the giving of notice. 

Se c t ion. 7 • 2 • Representatives 

For all purpose£ relevant to this Agreement, the Grantee will be 
represented by the individuals holding or acting in the positions of Prime 
Minister, Financial Secretary and Development Coordinator and A.I.D. will be 
represented by the individual holding or acting in the position of the 
Director of USAID-Barbados, Regional Development Office/Caribbean each of 
whom, by written notice, may de~ignate additional representatives. The names 
of the representatives of the Grantee, with specimen signatures, will be 
provided to A.I.U. , which may accept aa duly authorized an instrument signed 
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by such representatives in implementation of' this AgI"eement, until receipt of 
written notice of revocation of their authority. 

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

GOVERNMENT OF DOMINICA UNITED STATES OF AMERICA 

By: By: 
v _. ~-"""W-:-i-:!""'l-:i'-e.-m--=B-'y:-T:"W-:-:-h-e-e-l-e-r- { Brian Alleyne 

Ti tle: . Title: Mission Director 
Acting P~ime Minister 

.. 



ANNEX I 

PROGRAM DESCRIPTION 

The US$2 million dollar program consist,S> of a Cash Transfer to the 
Goverrunent of Commonweal th of Dominica (GOCD). The grant funds wil). be 
deposited in the U.S. correspondent bank for the F~st Caribbean Currency 
Authority (ECCA) or succeSSOl central bank. ECCA or its successor vJill 
transfer local currency in the equivalent of $2 million into a special GOeD 
account to be maintained at the National Commercial Bank, a Dominican 
government-owned financial intermediary. The local currency in the special 
account will support activities in the public sector program mutually agreed 
upon by A.LD. and the GOCD. Funds will be provided in three tranches of $1 
million, $500,0~0 and $500,000 respectively. 

The goal of the program assistance is economic stabilization. The Cash 
Transfer will support the economic reforms that the GOCD has undertaken with 
the encouragement of an $11 million F~tended Fund Facility (EfF) agreement 
with the International Monetary Fund (IMF). These reforQs include limits on 
governnent spending, more efficient and effective tax measures, and reduced 
government b0rrowing from the domestic commercial banking system, among other 
measures. The major purpose of the program is to eliminate the government's 
FY 1983/84 capital account and balance of payments deficits, while at the same 
time sustaining it s modes t public sec to r inve s tmen t program. While the 
country has made advances under the adjustment program, output has not 
rebounded as much as anticipated and additional time and support are needed 
for the adjustment program to work. 

'The GOCD and AID agl-ee that this Cash Transfer will be a one time 
undertaking in response to a unique ~ituation. Dominica is the only Eastern 
Caribbean country that has an EFF agreement with the IMF and has undertaken 
appropriate self-help measures. Expanded economic activity is projected for 
future years as a result of increased private investment and external donor 
assistance. Tr,e expanded economic activity, coupled with continued fiscal 
austerity and other donor support, is expected to enable the gcvernment to 
meet its recurrent budget requirements and matntain a satisfactory public 
sector investment prcgram in the future. 

The government's self-help measures and favorable investment climate are 
fully consistent with the Caribbean Basin Economic Recovery Act, more commonly 
referred to as the Caribbean Basin Initiative (CBI). The CBI was recently 
enacted by the United States Congress at the President's initiative. The Cash 
Transfer's stimulating effect on the productive sector will assist Dominica in 
taking advantage of the opportunities pr2sf'nted by the Act's provisions. 

The A. I.,D. program assistance will have a positi ve impact OIl economic 
development. o The GOCD local currency special account will be used for 
purposes mutually agreed upon bev ..... een GOCD and AID to support the government's 
FY lY83/B4 public sector investment program. The primary emphasis of the 
activities is on the promotion of the productive sector. Agricultural 
diversification will be given priority as a means of reducing dependence on 
bananas and increasing food self-sufficiency. Essential economic 
infrastructure will be supported, and selected social infrastructura 1, 

activities will contribute to rehabilitation efforts, promote expansion of the 
human resource base, and help curb migration from rural areas to urban 
concent ra t ions. 
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The activities financed from the local currency special account must be 
consistent with the COeD's economic recovery' program. In all cases, the 
activities must be included in the government's approved FY 1983/84 budget. 
Furthermore, the activities must be short-term in nature, subject to lik~ly 
completion during a one year period following initial disbursement, or 
financial arrangements must be identified to allow for the activity's 
continuation after the expenditure of the local currency associated with this 
grant. 



UNITED STATES OF AMERICA 

AGENCY FOR INTERNATIONAL PEVELOPMENT 
REGIONAL DEVELOPMENT OFFICE/CARIBBEAN 

ANNEX G 

P. O . BOX 302 

BRIDGETOWN 

BARBADOS 

September 30, 1983 

The Honorable Brian Alleyne 
Acting Prime Minister 
Government. of Commom.,ealth of Dominica 
Government Headquarters 
Rosea u 
DOMINICA, W.I. 

Dear Acting Prime Minister 

SUBJECT: AID Grant No. 538-0113 
Program Assistance to Dominica 
Implementation Letter No. 1 
Conditions Precedent and Covenants 

This letter sets forth the procedures for utilization of the 
proceds of the Grant, and provides information to assist in implementing 
the project in accordance with the Grant ,\greement. Nothing in this 
letter, nor in any subsequent Inplementation Letter, should be construed 
as modifying the Grant Agreement or any of its provisions. This letter 
may be supplemented or modified by subsequent letters of implementation, 
as necessary, t o meet speci~ic situations as they arise. 

1. The Assistance - Arti c le I 

Article I and Annex I of the Grant Agreement contain descriptions 
of the Program. The Grant will be used exclus i vely to finance the 
Program as described in Article I and as amplified in Annex I of the 
Agreement. 

II. Conditions Precedent to Initial Disbursement; Section 2.1 - , 

This section of the Grant Agreement outlines the conditions which 
must be satisfied, in form and subs tance satisfactory to AID, prior to 
the disbursement of Grant funds or the is s uance o f commitment do c uments 
under the Grant. When submitting documentation to satisfy the conditions 
prec.edent, one original and three xerox or carbon copies should be sent. 

l 
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A. Le~al Opinion; Section 2.1 (a) 

Section 2.1 ,a) requires that the Government of Dominica 
submit to AID evidence that the Agreement has been authorized and is a 
legally binding obligation of the Government of Dominicd. To satisfy 
this condition AID will require a statement, in writing, co this effect 
from the Attorney General of Dominica or other acceptable .:ounsel. 

B. Des:;'gnation of Representatives; Section 2.1 (b) 

To fulfill this condition, the highest legal officer of the 
Government of Dominica should submit to AID over his signature the names 
of the persons who \.,,111 represent t: he Government of Dominica and who are 
authorized to sign official correspondence. The following information 
about each of the designated representatives should be contained in this 
submi S:3 ion: 

(a) the name and office or title of the person or persons 
designated; 

(b) a specimen signature of each person designated; and 

(c) a statement that the person or persons named will have 
the authority to act as his/her organization's 
re presen ta t l ve , 

C. Local Currency Account; Section 2.1 (c) 

To satisfy the commitment to establish immediately upon 
disbursement of the Grant, the local currency account you should indicate 
the number of the ace ount and the manner in \."hich the account will be 
monitored. Your letter to Ambassador IHsh of Septerrber 16 (Ref: F28/198) 
has already indicated the specific location and name of the account. 

D. Development Activities; St'ction 2.1 Cd) 

Section 2.1 (d) requires that the Government of Dominica 
provide AID with a list of public sector development activities, 
contained in the FY 83/84 official budget, to be financed by the local 
currency account, and the estimated amounts to be allocated to each 
activity. An official letter listing the activities and amounts along 
with a statement that they are' in the official bud:set is required. 
Another statement should be included indtcating that all the activities 
are short-term in nature, subject likely to completion during a one year 
period following initial disbursement, or financial arrangements must be 
identified to allow for the activity"s continuation after the expenditure 
of the local currency associated wLth thia grant. 



Page 3 

E. INF Complianc e; Sec tion 2. 1 (e) , 

Section 2.1 (e) requires that the Government of Dominica 
present to AID evidence that the Government is in substantial compliance 
with targets established under the International Monetary Fund Extended 
Fund Facility Agreement. Sufficient information should be provided to 
allow AID to make a determination of adherence to the Performance 
Criteria established under the Extended Fund Facility Agreement. This 
in£onnation should include, but not necessarily be limited to, (a) any 
Special Drawing Rights Allocations; (b) net use of foreigI'. resources; (c) 
ne t borrowing from the Ea stern Ca ri bbean Cu rrency Au thori ty 0 r successor 
central bank; (d) ne t use of foreign asset s; (e) ne t borrowing from 
foreign commercial banks; and (f) net borrowing from domestic sources. 

F. Imports from the United States, Section 2.1 (f) 

Section 2.1 (f) requires that the Government of Dominica 
provide AID with an official letter agreeing to (1) import from the 
United States goods, from those import categories previously 2pproved by 
AID and furnished to the Government of Dominica, in an amount at least 
equivalent to the Grant over a one year period from the date of first 
disbursement hereunder; (2) monitor such impocts and keep Aid informed as 
to progress; and (3) certify and do~ument, in form and substance 
acceptable to AID, the value of imports act~ally made from approved 
categories during a one year period from the disbursement of the Grant. 

In order to document the value of the imports, certified 
information should be maintained in a special file regarding (1) the U.S. 
source and origin of the goods; aud (2) that the goods actually entered 
Dominica. We request that on a quarterly basis you submit to A.I.D. a 
listing of imports from the U.S. and their value by cat2gories 
established on the list previously approved by A.I.D. (see atttachment to 
this letter). 

III. Conditions Precedent to Disbursement of the Second and Third 
Tranche s 

Before disbursement of the second and third tranches of funding, 
the Government of Dominica must furnish to AID evidence that as of 
December 31, 1983, in the case of the second tranche and March 31, 1984, 
in the case of the third tranche, that (a) the Government is in 
substantial compliance with the Extended Fund Facility Agreement; and (b) 
the local currency aspects of "the Program are proceding satisfactorily. 
In meeting requirement (a), refer to guidance presented in Section II.E. 
of this letter. In meeting requirement (b), financial data sufficient to 
determine the draw-down rate for each activity should be presented. This 
information may be presented in the regular quarterly report which the 
Government of Dominica has covenanted to provide. 
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IV. Covenants 

I draw your attention to the Covenant section of the Grant 
Agreement (Article V). This section presents nine covenants which have 
been agreed to by' you. ~e will be working with you over the next 
several months to clarify what exactly is required to comply with the 
covenants and to develop a reporting format which meets the requirements 
of Section 5.3 of the Gran t Agreement. 

My staff and I look forward to commencing implementation of this 
program and to this end, we wiJ.l be glad to anS\.Jer any questi(lns you may 
have regarding satisfaction of the Conditions Precedent to Initial 
Disbursement of the Grant. 

Please sign one copy of this letter and return it as 
acknowledgement of its receipt and concurrence with its contents. 

Concurrence: 

''L _____________ _ 

Da te 

Yours sincerely, 

Wllllam ti.- Wheeler 
Director 


