
AGENCY FOR INTS.RNATIONAL DEVELOPMENT 
WASHINGTON 0 C 20523 

ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR, LAC
 

FROM : LAC/DR, Irwin A. Levy AUG 1 419M 

SUBJECT : Haiti Economic Recovery Assistance Project
 
(521-0200)
 

Action Requested: That you authorize $10.822 million in
 
additional funding for the Haiti Economic Recovery Assistance
 
Project, which will bring to $18 million the funding provided
 
for the program.
 

Background: A PAAD for a $20 million balance of payment 
support project was submitted by USAID/Haiti in March, 1986. 
It too!k several months to agree internally on a source of funds 
for the project. In June, 1986, Secretary Shultz announced 
that A.I.D. would provide $20 million in balance of payments 
support to Haiti this year. On June 26, a Congressional 
Notification for the Program was transmitted which advised that 
A.I.D. intended to use $7.2 million reprogrammed from Bolivia 
and $12.8 million from the TCIP reserve for the project (TAB
 
A). On July 11, a letter was r-ceived from Senator Kasten (TAB
 
B) advising tiat the funds reprogrammed from Bolivia could be
 
released, and that the Subcommittee on Foreign Operations would
 
continue to work with us to reach agreement on a mutually 
agreeable source for the remaining $12.8 million. 

In order to not further delay initial obligation of funds, we 
sent for your approval an Action Memo requesting that you
 
approve a PAAD for $20 million for the project, and authorize
 
the first $7,178,000 of funding. The PAAD facesheet noted that
 
funding for the remaining $12,822,000 was being sought. You
 
signed the Action Memo (TAB C) on July 25, 1986. The agreement
 
has been signed and the first $6 million have now been
 
disbursed.
 

Discussion: Since receipt of Kasten's letter, State, A.I.D. 
and key Congressional parties have held a number of discussions 
on a source for the remainder of the funds. It has been agreed 
that $18 million will be provided as a Cash Transfer and that 
the remaining $2 million in the form of DA funds for a fast 
disbursing project. A letter from Senator Kasten dated August 
7, 1986 (TAB D) advised that the Subcommittee would not object 
to the use of $8 million from the TCIP reserve, subject to 
A.I.D. identifying acceptable sources of the additional $2.822
 
million of ESF and the DA of $2 million. On August 13, 1986, a
 
response was sent to Sen. .izdten (TAB E) which identifies the
 
source of funds. A letter from Senator Kasten removing the
 



-2

hold has now been received (TAd F). 

An apportionment for $10.822 million had-teen.completed, and
 
the Mission wisnes to sign an agreement amenuent for that 
amount immediately. The $2 million DA project will be 
obligated unoer a separate agreement wnicn you will be 
requested to authorize after a PP has been received and 
reviewed in AID/W. 

Rlecommendation: That you: (1) sign the PAAD facesheet (TAb G) 
wnicn autnorizes $10.622 million for the Haiti Economic 
Recovery Assistance Program; and (2) approve the attached caule 
(TAB H) which advises the Mission that it may now obligate the 
funds. 

Attachments -


Tab A - CN - Economic RacoveryAssi! tahce 
Tao 3 - Senator ,,a5ten's Juiy 'i , tt 
Tau C - Action 4oOjr~uj;', 
Tau L - Seniator r<astan'z Au,,ust 7 Latcuor 
Tab E - Jcharscn L-tcer za Senator ,(astan oateo August I. 
Tau F - Sun. KaszUn's response Lo A.... luctr or August .) 
Tao G - PAAD facasneet 
Tau h - uut-oin, ca±ae 

Clear: LAC/CAR,RHechtman (araft) 
GC/LAC,GDavidson (draft)
 
LAC/DP,WWheeler draft Date 8/13 
DAA/LAC,14butler Oate 

Draft: LAC/DR:EZallman:8/13/86:75246
 



"AGENCY FOR INTERNATIONAL DEVELOPMENT
 

ADVICE OF PROGRAM CHANGE
 

DATE:
 

COUNTRY : Haiti 

PROJ.I:CT TITLE : Economic Recovery Assistance 

PROJECT NUMBER : 521-0200 

FY 1986 C? REFERENCE : None. 

APPROPRIATION CATEGORY : Economic Support Fund 

LIFE-OF-PROJECT FUNDING : $20,000,000 Grant-

INTENDED FY 2986"OBLIGATION : $20,000,000 Grant 

This is to advise that A.I.D.'intends to obligate $20,000,000 in
 
FY 86 for the Economic Recovery Assistance project 521-0200 in
 
Haiti. This is a new project and was not included in the FY 86
 
Congressional Presentation.
 

The purpose of the project is to assist the Government of Haiti
 
to close a foreign exchange gap, estimated at about $86 million
 
in the next 12 months.
 

Attachment: Project Date Sheet
 



AGENCY FOR IMtlRNATIONAL DEVELOPMENT 
DATA SHEET I 	 CP 81-05 (4-85)PROGRAM: HAITI 	 ACTIVITY 

TITLE Economic Recovery Absisance FUNDINGSOUfNCE Economic Support
(ESF) 


NUMBEn 52-0200 NEW PRIOR REFERENCf 

GRANT ] LOAN- CONINUINO 0 None 

: To assist the Government of Haiti to close a 
foreign-exchange gap estimated at about $86 million over the next 12 
months. 

Background: Haiti remains one of the 	world's leasL-developed 

ouni es and is the poorest country in the Western temisphere. Its 

development has been held back by years of autocratic rule, low 
private investment levels, and minimal public investment in 
infrastructure and social services. 

Since President-for-life Jean Claude Duvalier fled Haiti in FebrUary 
1986, ending 29 years of autocratic government by the Duvalier 
family, a provioional government has begun moving the country toward 
democracy. Political prisoners have been released, and freedon of 
the press has been restored. The provisional government recently 
announced democratic national elections for February 1988. However, 

civil disorders and labor strikes have occUred frequently since 

Duvalier's departure, and product'7n has fallen. These problems, 

coupled with Inappropriate fiscal and Ionetary policies followed by 

the Duvalier government have led to a dematlic loss of government
 
revenue and a projected $06 million balance-crf-payments for the next 

12 months. The transitional government haa mo'ed to lessen the 
Impact of the revenue reduction by tightening fisc4l controls and 
eliminating illegitimate expenses associated with the previous 
regime. However, unless emergency balance-of-payments so2pport i 
forthcoming, the econ~omic disruptions will become wore severe. A 
growing discount on the Gourde, increasing inflation, and growing 
demands for wage increases may occur, worsening the prospects for 
re-establishment of economic growth. lese conditions would further 
undermine private sector confidence, lead to capital flight, depress 
the export sector, reduce per capita income and increase 
unemployment, 


A.I.D. has already provided Haiti with an addktional $I0 million in 
monetized P1 480 Title II food commodities, Ths action will help 
meet part of Haiti's balance-of-payments needs and help avoid a 
food-import gap, through December 1986. IloWever# additional balance 
of payments support Is urgently needed. 

Project Description: Balance of payments support of $20 million
 
Will be provided to the GCII. Tile government will make an equivalent
 

amount of foreign exchange available to the private sector to
 

finance Imports over the next 12 months. The Golf will take action
 
to improve its monetary and fiscal performance and other economic
 

US. FINANCINi aIhawus' @ 

__,,___--,.___4-

"..,,..F,.. v.. 1985-	 -, 

o0, 1985 	 0tmlenaI
. IImsIedth,sgsw.,h..be, 	 Fulul Ye. Ub 

Fund PROPOSED OBLIGATION (In ihoulant oldohv 
fly LIFIEOF 

86 20.000 (G) PIOJECTIAuh 1 20,000 (G) 

INITIAL ESTIMATLD FINAL 	 ESTIMATED COMPLETION DATE 
OF PROJECTOBLIGATIONOBLIGATIONry 86 FY 86 	 FY 86 

policies in order to stabilize the economy. The Central Bank will
 
deposit an equivalent Amount of the local currency generated into a
 
special A.I.D.-monitored account. These funds will be used mainly
 
for the counterpart costs of AoI.b., IBRD, IDe and other .
donor-financed investment programs which are consistent with
 
A.I.D.Is development strategy in Haiti, as well as for expanded
 
infrastructure riprovement and for budgetary support.
 

Relationship to A.I.D, Strateqgy This program will help to support 
the U.S.G.'s principal d-ject ive of ensuring the establishment of a 
democratic form of government in Haiti# by helping to minimize 
economic disruption, improving the GQ1's fiscal and mnetary 
performance, and supporting a continuation of A.I.D.'s broader 
economic and social development strategy in Haiti. 

Beneficiaries: Haiti's population of 5 million persons will benefit: 
from this assistance. The poor will benefit the most because a 
healthy econoy will prevent their alreay low Incomes from being 
depressed further as a result of lost jobs and increased inflation. 

Host Country and Other Donors: The program will help to Improve 
utilization of project assistance available from other donors by 
ensuring availability of counterpart resources. It will expand 
employment. It Is also expected to improve the prospects for Haiti
 
obtaining future program assistance from the IMF and the World Bank
 
by rcomoting development of a realistic economic stabilization
 
program.
 

Hajor outputs 	 All years:
 

Economic Stabilization Program Established X
 
and implemented
 

A.I.D.-Financed InpuJts: Life-of-Proe
 
($000)
 

Balance of Payments/fudget Support 	 20,000
 

PRINCIPAL CONIRACTORI OR AGENCIES 

-To fie deterlned.
4i/ " .'<
 

[ 1mall
Total Coll 

, _ -_ | 20,00020,0007_1 ____ _____._, 	 _1986_20_000 
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BENNETT JOHNSTON LOUISIANA
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JAMES A&DNOR. SOUTH DAKOTA 	 COMMITTEE ON APPROPRIATIONS
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J KEITH KENNEDY. STA DICTOR,tMM jSUL .M-" 	 July 11, 1986 

Mr. M. Peter McPherson
 
Administrator, Agency for
 

International Development
 
Washington, D. C. 20523
 

Dear Mr. McPherson:
 

This is with reference to reprogramming numbered
 

467, which would make funds available for Haiti.
 

While working with your office on the source of 

funding for this reprogramming, it has been determined 

that $7,200,000 in Economic Support Funds originally 

targeted for the program in Bolivia is immediately
 
The Subcommittee will
available for use in Haiti. 


continue to work with your office to reach a mutually
 

agreeable source for the remaining $12,800,000, but 
at
 

this time, it is the Committee's intention that the
 
/$7,200,000 be released to Haiti. 


n /
 

Iobert W. Kasten, J 
Chairman, Subcorittee 

on Foreign Operations 

RWK:jsm
 

/ 
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AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON D C 20523 VL 4 ,v,* 

ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR, LAC
 

FROM LAC/ 7 . .Bro 

SUBJECT : Haiti Economic Recovery Assistance Program.(521-0200)
 

Action Requested: That you approve the $20 million Economic
 
Recovery Assistance Program, which piovides balance of payments
 
support to Haiti, and authorize the first $7.178 million.
 

Background: On February 7, 1986, President for Life Jean 
Claude Duvalier fled Haiti, ending almost 30 years of 
autocratic government under the control of the Duvalier 
family. He left behind an impoverished people with the lowest4. 
per capita GDP in the Western Hemisphere, a bankrupt 
government, a faltering economy and a lack of political 
institutions capable of participating effectively in a 
democracy. The.transitional government which replaced him has 
eliminated the most repressive symbols-of the Duvalier regime, 
has taken positive steps to restore fiscal and monetary control 
and responsibility to the government, and has announced a
 
timetable for elections for a new civilian government.
 

With the lowest per capita .income in the hemisphere and five'
 
years of decline-in GDP per capita, Haiti desperately needs to
 
begin to grow economically. It will need significant
 
assistance from the donors to meet its financing needs, and has
 
taken steps to obtain this assistance. The GOH expects to
 
initiate drawings on an IMF Structural Adjustment Facility by 
September, and develop a Structural Adjustment Credit with the 
World Bank by early in 1987. A.ID. has provided significant
 
food aid during FY86, and USAID/Haiti has requested $20 million
 
in balance of payments support to help bridge a foreign
 
exchange and fiscal shortage and pave the way for successful
 
implementation-of those programs without further economic
 
contraction. -

Discussion: The balance of payments request was submitted to
 
AID/W in March, 1986, shortly after the departure of Duvalier. 
The PAAD indicated that for the Haitian economy to grow at a 2%
 
rate, additional balance of payments support totalling $40 to
 
$86 million would be needed during FY86. The PAAD requested
 
authorization of a '$20 million Modified Commodity Import
 
Program to finance petroleum imports for a six month period.
 
At the review of the PAAD, which was held on March 28, it was
 
decided that the assistance should be provided in the form of a
 
cash transfer; The PAAD was subsequently revised to reflect
 
this decision.
 

(I 
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It has taken several months to locate financing for the
 
program. -In mid-June, it was decided to fund the program by
 
reducing the Trade Credit Insurance Program reserve by $12.822
 
million, and reprogramming $7.178 million from the Bolivia
 
program. An advice of program change was sent to Congress on
 
June 26 advising AID's intention to fund the project from these
 
sources. On July 11, a letter was received from Senator Kasten
 
placing a hold on the use of funds from the TCIP reserve.
 
-Apportionment of the $7.178 million from the Bolivia program 
has now been started, and efforts are still underway to find
 
appropriate sources-of finahcing for the remaining $12.822
-nilli on. 

,After the mid-June decision -on financing referred to above, and
 
in view of the internal changes in Haiti since the preparation 
of the original -PAAD, a cable was sent, to USAID/aiti (TAB A) 
which requested transmission of a revised conditionality 
strategy, and suggested some-elements of- that strategy. The
 
-Mission responded (TAB B) with a revised strategy which was
 
xeviewed on July 23. The review concluded that Mission's 

_Proposal is a sensible and achievable' strategy. 

-At"the review, -the Haiti Mizson Director proposed that the
 
millin be disbursd without iubstantive 

:;irst $6 
-conditionality,-and that the substantive conditions precedent

.proposed in the 
cable for first disbursement of $10 million be
 
mnade CPs to a second disbursment of $4 million. The local 
-urrency counterpart to the first $6 million disbursement would 
.be used for immediate budget support to the GOB, which would 
-enable it to stay within the limits of its IMF shadow program 
at a delicate point in its negotiations with the IMF on a new 
Structural Adjustment Facility. This proposal also takes into
 
account that the-amount of funds available now ($7.178 million) 
-is less than the_-lO million the Mission expected to have.at 
the tine of first disbursement. It was decided to recommend 
approval of the PAAD to you with this further revision of the 
conditionality strategy proposed by the Mission.
 

3ubsequent to-the review, the -Mission-cabled some additional
 
changes to the proposed conditionality (TAB C). These changes
 
-resulted from negotiations on the text of the Agreement with
 
-the Haitian Government. The-changes were reviewed at a meeting
 
of officers from the relevant offices on July 25, and were
 
-accepted, with one exception which is noted in the proposed
 
outgoihg cable (TAB D).
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The PAAD facesheet has been revised to reflect the above 
changes. This Action Memo will be included in the first few
 
pages of the printed version of the PAAD to provide an
 
explanation of the changes in the program that have been made
 
since the original PAAD review in March.
 

Recommendation: That you: (1) sign the facesheet of the 
attached PAAD (TAB E) -which approves the $20 million Economic 
Recovery Assistance Program, and authorize the first _$7.178 
million of balance of payments support under the Program; and 
(2) approve the attached cable (TAB D) which advises the
 
Mission that it may proceed to sign an agreement with the GOB,
 
and disburse the first $6 million subject only to satisfaction
 
of relevant legal CPs.
 

Attachments: 
TAB A - Stat'e 203574 (Confidential) 
TAB B- Port-au-Prince 04918 (Confiaential) 
TAB C - Port-au-Prince 05172 (LOU)
 
TAB D - Draft Outgoing Cable.
 
TAB E -2AAD
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The Honorable John C. l1itehead '
 

Acting Secretary of State
 
Department of State
 
Vashngton, D.C.
 

Dear John:-

As I mentioned to you in our phone conversation yesterday, while I
 
believe itisa mistake for you.to reprogram any funds from Central America
 programs, I will not in this instance object to providing $8 million out of.the Trade Credit and "nsurance program, for programs in Haiti. 

However, the Committee will'continue its "hold" on this matter (except
for the $7.2 million which is being taken from the Bolivia program) until
such time as we have been infonned'on where -the remaining $4.8 million will 
be found. M~en we have received a commication from the-Department of
State or the Agency for Internatio .l Development laying out this in detail, 

uewill of course write a letter lifting our objection, provided that the 
source of the -remaining $4.8 million does not ayfrhrproblems. 

Sincerelyrhe 

. be If.Kasten, Jr. 
Chairman, Subcomitee on 
Foreign Operations
 

RUK:jb
 



Dear Mr. Chairman:
 

Deputy Secretary of State John Whitehead has asked me to reply
 
to your letter of August 7, 1986 concerning the source of funds
 
for programs in Haiti. The precise sources and amounts of
 
funds that A.I.D. intends to use for the $20 million fast
 
disbursing assistance for Haiti this Fiscal Year are:
 

ESF: $7,178,000 Reprogrammed from Bolivia
 
8,000,000 Reprogrammed From the TCIP reserve
 
2,800,000 Reprogrammed from Sudan
 

222000 Reprogrammed from Peru
 
$18,000,000 ESF Subtotal
 

DA: 2,000,000 Reprogrammed from RDO/C ($500,000) and
 
Jamaica ($1,500,000)
 

Total $20,000,000
 

I wish to thank you and the Subcommittee for working with us to
 
identify funding for the high priority Haiti Program. If I can
 
be of further assistance, please let me know.
 

Sincerely,
 

M. Peter McPherson 

The Honorable Robert W. Kasten, Jr.
 
Chairman, Subcommittee on
 

Foreign Operations
 
United States Senate 
Washington, D.C. 20510
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JAMES A MCCLURE IDAHO WILLIAM PROXMIRE WISCONSIN 
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J KEITHKENNEDYSTAFFDIRECTOR' August 14, 1986
FRANCISJ SUWUVAN.MINORITYSTAFFDIRECTOR 

The Honorable George Shultz 
Secretary of State
 
Department of State
 
Washington, D.C.
 

Dear Mr. Secretary: 

The purpose of this letter is to respond to communications I have
had from both Deputy Secretary of State John Whitehead and Peter McPherson
regarding the State Department's desire to reprogram funds for programs in
 
Haiti.
 

I received a letter from Administrator McPherson yesterday detailing
the source of the funding for the Haiti reprogramming, and while, as you 
know, I believe the reduction you are suggesting to the Central American
 program is wrong, nonetheless I will not object to your suggestions and
therefore the subcommittee lifts the hold we have placed on the reprogram
ming. 

At the same time, however, before the Department decides, if it
decides, that the funds you have been holding back for Sudan should be
made available for other countries, the subcommittee would like to be
fully consulted before you make any final decisions in that regard.
 

cerely 

Rert K. Kasten, Jr. 
Chairman, Subcommittee on
 

Foreign Operations 

RVK: j db 
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CLASSIF ICATION: 
AID I10-1. 	 PAAD NO. 

DEPARTMENT OF STATE 521-0200 521-K-601 Amendment #1 
AGENCY FOR a. COUNTRY
 

INTERNATIONAL DEVELOPMENT H-aiti
 

8 CATEGORY
 

PAAD 	 PROGRAM ASSISTANCE
 
APPROVAL DOCUMENT Cash Transfer
 

4. DATE 

August 14, 1986
 
5 TO: 	 S. OY11 CHANGE NO. 

N/A
AA/IAC, Dight 	Ink OYUS. INCREASE 

7. FROM: 

TO SK TAKEN FROM: 
Director, USAID/Haiti Gerald Zarr ESF 

9. APPROVAL REQUESTEo FOR COMMITMEN r op: tO. APPROPRIATION - ALLOTMENT 

$ 10,822,000 	 BPC L.ESA86- 35521-KG31 72-1161037
 
It TYPE FUNDING / 12. LOCAL CURRENCY ARRANGEMENT I1. ESTIMATED orLIVERY PERIOD F14. TRANSACTION 6LIrOIDILITY 

I 	 DATE 
=LOAN MJGRAN 	 JiNFORMAL [XFORMAL -JNONE N/A 
II. COMMODITIES FINANCED 

N/A 

16 PF.RMITTED SOURCE 	 17. ESTIMATED OURCE 

U.S. only: U.S.: $10,822,000
 
Limited F.W.: Industrialized Countries:
 

Free World: 	 Local:
 

Cash: $10,822,000 	 Other: 

IS. SUMMARY OESCRIPTION 

The funds requested herein will increase the amount authorized for the Haiti
 
Economic Recovery Assistance Proaram (521-0200) fran $7,178,000 to $18,000,000. 
All other terms and conditions of the original PAAD remain unchanged.
 

SCLEARANCES /ATE 	 a. A ION 

_kC/DP: M)heeler IAAA 	 r/_PPROVEO DISAPPROVED 

LAC/DR:TjBrown 	 / 
G7A avdoAUTHORIZED 	 SIGNATUP.E DATE 

MMilristenseu Assistant Administrator, LAC
 
CAIITO(:MButlerU.
 
CLASSIFICATION- 7 
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Dect 
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0, Stals 

1 AC, M.RN TZ7c 

c' CL.SSIjc____._UN _LA__SIFI.__EP,_ 

c'l-13ZZ6. X2 q12 6WEL EXT 
fl -r 

..A-I.ZA G/_D._lJ-" W.I I- A1M' 
13A/_M . A Da: ;F7OAKjLR ' N_... U 

'- F 

S CLEARANCES I CLEARANCES {N --

D S :rs4-u'O' 

NIACT IMMEDIATE *:z-- POJAU_.2N CE 

:AIDAC 

0-.12356: 

TAGS: 

SUBJECT: 

N/A,3 

FY 86 PROGRAM FUNDS BUDGET ALLOWANCE 

, 

1. AA/LAC BUDGET ALLOWANCE FOR BPC LESA86-35521-KG31 
HAS BEEN INCREASED BY DOLS 10,822,000 TO A NEW TOTAL OF 
DOLS 18,000,000. INCREASE APPLICABLE TO PROJECT 0200, 
ECONOMIC RECOVERY ASSISTANCE. 

-
_ 

-

__ 

2. PAAD NO. 521-K-601, AMENDMENT NO. 1. YY 

UNCLAS7IFIED
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AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON D C 20523 

ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR, LAC
 

FROM : LA-C /DR e M .Br0w 

SUBJECT : Haiti Economic Recovery Assistance Program (521-0200)
 

Action Requested: That you approve the $20 million Economic
 
Recovery Assistance Program, which provides balance of payments
 
support to Haiti, and authorize the first $7.178 million.
 

Background: On February 7, 1986, President for Life Jean
 
Claude Duvalier fled Haiti, ending almost 30 years of
 
autocratic government under the control of the Duvalier
 
family. He left behind an impoverished people with the lowest
 
per capita GDP in the Western Hemisphere, a bankrupt
 
government, a faltering economy and a lack of political

institutions capable of participating effectively in a
 
democracy. The transitional-government which replaced him has
 
eliminated the most repressive symbols of the Duvalier regime,

has taken positive steps to restore fiscal and monetary control
 
and responsibility to the government, and has announced a
 
timetable for elections for a new civilian government.
 

With the lowest per capita income in the hemisphere and five
 
years of decline in GDP per capita, Haiti desperately needs to
 
begin to grow economically. It will need significant

assistance from the donors to meet its financing needs, and has
 
taken steps to obtain this assistance. The GOH expects to
 
initiate drawings on an MF Structural Adjustment Facility by

September, and develop a Structural Adjustment Credit with the
 
World Bank by early in 1987. A.I.D. has provided significant

food aid during FY86, and USAID/Haiti has requested $20 million
 
in balance of payments support to help bridge a foreign

exchange and fiscal shortage and pave the way for successful
 
implementation of those programs without further economic
 
contraction.
 

Discussion: The balance of payments request was submitted to
 
AID/W in March, 1986, shortly after the departure of Duvalier.
 
The PAAD indicated that for the Haitian economy to grow at a 2%
 
rate, additional balance of payments support totalling $40 to
 
$86 million would be needed during FY86. The PAAD requested

authorization of a $20 million Modified Commodity Import

Program to finance petroleum imports for a six month period.

At the review of the PAAD, which was held on March 28, it 
was
 
decided that the assistance should be provided in the form of a
 
cash transfer. The PAAD was subsequently revised to reflect
 
this decision.
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It has taken several months to locate financing for the
 
program. In mid-June, it was decided to fund the program by

reducing the Trade Credit Insurance Program reserve by $12.822
 
million, and reprogramming $7.178 million from the Bolivia
 
program. An advice of program change was sent to Congress on
 
June 26 advising AID's intention to fund the project from these
 
sources. On July 11, a letter was received from Senator Kasten
 
placing a hold on the use of funds from the TCIP reserve.
 
Apportionment of the $7.178 million from the Bolivia program
 
has now been started, and efforts are still underway to find
 
appropriate sources of financing for the remaining $12.822
 
million.
 

After the mid-June decision on financing referred to above, and
 
in view of the internal changes in Haiti since the preparation
 
of the original PAAD, a cable was sent to USAID/Haiti (TAB A)

which requested transmission of a reyi~ed conditionality
 
strategy, and suggested some elements of that strategy. The
 
Mission responded (TAB B) with a revised strategy Which was
 
reviewed on July 23. The review concluded that Mission's
 
proposal is a sensible and achievable strategy.
 

At the review, the Haiti Mission Director proposed that the
 
first $6 million be disbursed without substantive
 
conditionality, and that the substantive conditions precedent

proposed in the cable for first disbursement of $10 million be
 
made CPs to a second disbursment of $4 million. The local
 
currency counterpart to the first $6 million disbursement would
 
be used for immediate budget support to the GOH, which would
 
enable it to stay within the limits of its IMF shadow program
 
at a delicate point in its negotiations with the IMF on a new
 
Structural Adjustment Facility. This proposal also takes into
 
account that the amount of funds available now ($7.178 million)
 
is less than the $10 million the Mission expected to have at
 
the time of first disbursement. It was decided to recommend
 
approval of the PAAD to you with this further revision of the
 
conditionality strategy proposed by the Mission.
 

Subsequent to the review, the Mission cabled some additional
 
changes to the proposed conditionality (TAB C). These changes
 
resulted from negotiations on the text of the Agreement with
 
the Haitian Government. The changes were reviewed at a meeting
 
of officers from the relevant offices on July 25, and were
 
accepted, with one exception which is noted in the proposed
 
outgoing cable (TAB D).
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The PAAD facesheet has been revised to reflect the above
 
changes. This Action Memo will be included in the first few
 
pages of the printed version of the PAAD to provide an
 
explanation of the changes in the program that have been male
 
since the original PAAD review in March.
 

Recommendation: That you: (1) sign the facesheet of the
 
attached PAAD (TAB E) which approves the $20 million Economic
 
Recovery Assistance Program, and authorize the first $7.178
 
million of balance of payments support under the Program; and
 
(2) approve the attached cable (TAB D) which advises the
 
Mission that it may proceed to sign an agreement with the GOH,
 
and disburse the first $6 million subject only to satisfaction
 
of relevant legal CPs.
 

Attachments:
 
TAB A - State 203574 (Confidential)
 
TAB B - Port-au-Prince 04918 (Confidential)
 
TAB C - Port-au-Prince 05172 (LOU)
 
TAB D - Draft Outgoing Cable
 
TAB E - PAAD
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The PAAD facesheet has been revised to reflect the aocve
 
changes. This Action Memo will be included in the first few
 
pages of the printed version of the PAAD to provide an
 
explanation of the changes in tne program that have been made
 
since the original PAAD review in march.
 

Recommendation: That you: (1) sign the facesheet of the
 
attachea PAAD (TAB E) which approves the $20 million Economic
 
Recovery Assistance Program, and authorize the first $7.178
 
million of balance of payments support under tne Progrdml and
 
(2) approve the attached cable (TAB D) which advises the
 
Mission that it may proceeu to sign an agreement with the GOH,
 
and disburse the first $6 million subject only to satisfaction
 
of relevant legal CPs.
 

Attachments:
 
TAB A - State 203574 (Confiuential)
 
TAB a - Port-au-Prince 0491b (Contioential)
 
TAB C - Port-au-Prince 05172 (LOU)'
 
TAB D - Drait Outgoing Caole
 
TAB "n- PAAD
 

Clear: LAC/DP,;Wheeler (draft)
 
GC/LAC,GDavidson (araft)
 
PPC/EA,KKaufman (draft)
 
ARA/CARHEisner (draft)
 
ARA/ECP,RBeckham (draft)
 
LAC/CAR,RHechtman (draft)
 

Draft: LAC/DR/CP,EZVIWan:7/22/86:75246
 

Clear: LAC/D 44,heeler £Q 
GC/LAG,GDavidson 1-l. . 
PPC/EA,KKaufmanj l7j.7 
ARA/CAR,HEisner jjj 
ARA/ECP,RBecKham'j__ 
LAC/CAR,RHechtman
DAA/LAC,MButler 

7 7
Draft: LAC/DR/CP,EZal' a /22/86:75246
 



PROJECT NUMBER 521-0200
 
521-K-601
 

PROJECT TITLE HAITI ECONOMIC RECOVERY ASSISTANCE PROGRAM
 

TABS A, B & C MARKED CONFIDENTIAL
 

SEE CONFIDENTIAL HOLDING FILE
 



AI.D/LAC/DR,:EZALLMAN -TLS 
. 'S]86---.EXT--4S246
 

AID AA/LAC: DINK ....
 

'AID/LAC/DPWWHEELER- -{D.,AFT} AID/GC/LAC:GDAVDSO ,{-DRAFT} -

!ATD/PPC/EA: KKAUFFHAN- {DRAFT} STATE/ARA/CAR: HEISNER, (DRAFT _ 
STATEARA/ECP:RBECKHAM {DRAFT} AID/LAC/CAR:RHECHTtlANDRAFT.. 
AID/LAC/DR:TJBROWN {DRAFT} 

IMEDIATE PORT AU PRINCE
 

AIDAC
 

E.O. 12356: N/A EZ +
 

TAGS: N/A
 

SUBJECT: ECONOMIC RECOVERY ASSISTANCE PROGRAM (521-0200)
 

REF.: (A) PORT-AU-PRINCE 04919 (B) PORT-AU-PRINCE 05172
 

1. ON JULY 25, 19861 AA/LAC AUTHORIZED PAAD FOR DOLS
 
7.178 MILLION. YOU MAY PROCEED TO SIGN AGREEMEJT FOR
 
THAT AMOUNT AND DIS3URSE THE FIRST DOLS 6 MILLION
 
SUBJECT ONLY TO SATISFACTION OF STANDARD LEGAL CP AS
 
PROPOSED REF B. THE CPS TO DISBURSE+ENT FOR ALL
 
TRANCHES PROPOSED REF. B ARE HEREBY APPROVED, EXCEPT
 
THAT THE PHRASE QUOTE CONSISTENT WITH A.I.D. PROCEDURES
 
UNQUOTE IN FIRST SENTENCE OF CPS TO DISBURSEMENT FOR
 
EACH TRAtNCHE SHALL BE CHANGED TO READ QUOTE IN FORM AND
 
SUBSTANCE SATISFACTORY TO THE PARTIES UNQUOTE. YY
 

ZN 
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CLASSIFICATION-

Ago 1120-1 I. P 0 NO 

521-0200 ,5)I- A-	 (
AGENCY FOR a €OUNTRW 

INTERNATIONAL DEVELOPMENT 
HAITI
 

SCAtCGORnt 

PAAD 	 PROGRAM ASSISTANCE Cash Transfer
 
APPROVAL DOCUMENT
 

4. QTZ 

/. 1 86ANrNO.I TO: 


Dwght Ink 	 cai 
AA/1AC 	 ."/ 6. c A519 

o Vg N ,,oMGerald Zarr 

Director, USA/ ESF
 

O. APPROVAL.RJEOJrSTcD FORcm 7CMNT OF' APOROPRIATION -

S 7,178,000 ESF BLWGE7 PLAN CODE 
U T P EFuj po G 12 LOCAL CU RU C Cy A RA $WCCUCN? TIMA81E D8 0LI Ven P cm lO~ge ~. T A S~ tO . LO A 9 WG -A N --'I,,, m , .	 .J L C'ON ! N/A oN
 

It. CO"OOIgTIES FINANCEDr 

Is. PcRhAiTTED sOurnce 1?. ESTIMATeD SOUNCe 

U.S. only: U.S.: $ 7,178,000 
L.mi,,,d F.W.: Industrialized Countries:
 

Free World-
 Local: 
Cash- $7,178,000 
 other: 

1S. $UMMAlNY OE CRIPTION 

The Grant is part of a $20 mi'llion AID financed program to assist in 
bolstering the Government of Haiti's balance of payments position,

financing vital development projects and in developing, undertaking and
 
in.plementing basic fiscal and monetary policy reforms. 
 Funding for 	 the
 
remaining$12.822 million is being sought from the FY86 OYB. The GOH will
 
make available foreign exchange to the private sector to 
 import raw
 
materials, intermediate imports, spare parts, machinery and equipment

from the United States and other A.I.D. Geographic Code 941 countries
 
during the twelve month period after execution of the Agreement goods in
 
an amount at 
least equal to the total U.S. Dollar disbursement. The
 
Central Bank of Haiti will create a Special Account into which it will
 
deposit, immediately upon each disbursement of the Grant, the Gourde
 
equivalent of the Grant disbursement. The local currency counterpart

funds in the Special Account will be used as the Government of Haiti and
 
A.I.D. 	mutually agree.
 

(continued on next page)
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Facesheet for Haiti Economic Recovery Program (521-0200)
 
(Continuation)
 

The first $6 million will be disbursed subject only to the GOH
 
meeting the relevant legal CP's. The Conditions Precedent to
 
disbursement of the second $4 million will be that the GOH
 
agree to provide: a foreign exchange budget covering the next
 
six months following the expected date of the second
 
disbursement, and evidence that it has established the formulae
 
and operating procedures regulating the import of petroleum
 
products using least cost sources.
 

Prior to third disbursement of $10 million, the GOH will
 
provide: evidence that it has established monetary and fiscal
 
targets for FY 87 compatible with the country's economic
 
recovery in consultation with the IMF, World Bank, and A.I.D.;
 
an updated foreign exchange budget for the next six months
 
after the expected date of the third disbursement; evidence
 
that it has established a petroleum import and price analysis
 
unit under the Ministry of Commerce which, irplements the
 
procedures for regulating imports-of petr6leum products; and,
 
evidence that it is in compliance with the covenants contained
 
in the agreement.
 

The GOH will covenant to: comply with the monetary and fiscal
 
targets it has established and which are compatible with the
 
country's economic recovery, and shall consult with the IMF,

World Bank, and A.I.D. on its progress in meeting those
 
targets; continue its program of liberalizing Haiti's trade
 
regime; continue and expand upon its present efforts to carry
 
out financial management and control reviews of Parastatal
 
Organizations, and improve financial management and control of
 
Ministries; continuously analyze spot market petroleum prices

and, using least cost sources, minimize the use of foreign

exchange for the purchase of petroleum products; complete the
 
procedures required to transfer the two percent consular fee
 
paid in dollars to overseas consulates on petroleum product

imports to a fee payable in gourdes to the Public Treasury; and
 
provide to A.I.D. cn a monthly basis a report showing its
 
foreign exchange receipts and foreign exchange disbursements
 
for both private and public sector imports.
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.P & No.A0 I -CLASSI 

*AGENCY FOR 2. T00VC1 

INTERNATION4L DEVELOPMENT 
 H=
 

A. €&TIC&DOMV 

PAAD PROGRAM ASSISTANCE Cash Transfer 
APPROVAL DOCUMENT ',, 

4. aAT It 

3/21 /8 
,. TO. ova C"A"GE NO.0. 

Dwight Ink m * hle 

AA.A II oa #WKXA@ 

Gerald Zar To or rASE:N frou,
 

Director, USA= ti ESF
 
*.$"*=VA7178000 RJCSITO IOR C'€.TuENT Of: 10. £PRNOPORIATION 

7,178,000 ESF BUDVGET PLAN CODE 
11. lrvp fUNdo$a's Ia. LocJ.I. Cu"Mcs~c wAmatmewri 14. ESTIM&TED DEI.IVCayv p-CMO Id.TRANS&CTIO1 CL0 gm"g 

-L-AN ;RCRAN = =ft&AL ) N/A D&TE
 
It. COMdOOIT.is FINANCED
 

16. PC&ArITTIED sou"C 17. JTIbATICD SOUMCE 

U.S. only: U.S.: S -7, 178, 000
 

Lm,'ed F.W.: Industriali;rei Countries:
 

Free %arld: Local: 

Cash: $7,178,000 Other: -; 

1. S3UM %AR OESCRIPTION .-

The Grant is part of a 20 mi.llion AID financed program to assist in
 

bolstering the Government of Haiti's balance of payments position,
 

financing vital development projects and in developing, undertaking and
 

implementing basic fiscal and monetary policy reforms. Funding for the
 

remaining$12.822 million is being sought from the FY86 OYB. The GOH will
 

make available foreign exchange to the private sector to import ra'w
 

and equipment
materials, intermediate imports, share parts, machinery 


from the United States and other A.I.D. Geographic Code 941 countries
 

during the twelve month period after execution of the Agreement goods in
 

to the totaL U.S. DoLLar disbursemept. The
an amount at least equal 


Central -Bank of Haiti wilL create a Special Account into which it will
 

deposit, immediately upon each disbursement of the Grant, the Gourde
 

equivalent of the Grant disbursement. The Local currency counterpart
 
as the Government of Haiti and
funds -in -theSpecial Account will be used 

A.I.D. mutually agree. 
(continued on next page)
 

SR. C.CARs€Cls DATE a0. ACTION 

LAC/DP-, Wheeler C-_.rPPo=vE C" DIA.-ROVC0 

T-AC/DR, TJBrown
 
LACTCAR,R~ech1tman
 

r &UTMotizzo SIGNIruRc D&TE 

* M/VM cr-- . _. " 

CLASSIFICATION:. 

http:COMdOOIT.is


JUL 24 1986
 

NOTE TO: DAA/LAC, Aalcolm Sutler 

FRO. LAC/DR, Terrence brow e-rence 1 Brows 
SUBJECT: Haiti Balance of Payments
 

Support Program
 

The attacned analysis in all LAC
 
countries was prepared to assess
 
the options for Haiti. 
 I recommend
 
that we 
go for 6-6" of the total
 
($1-1.5 million)
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