b T e

PHYKA TS UNCLASS IF |ED T INComING

——

T

\ mepm tment oj State® ~ TELEGRAM

PAGE 81 OF 22 BRIDGE 03441 £ OF 33 2820497 3412 871867 AIDAGE3 BRIDGE Q4441 28 OF 23 2820491 3412 @71867 AIDAGS

AC/ION AlD-0B

ACTION OFFICE LADP-04

INFO FPA-82 LACO-81 LADR-89 GC-B1 GCLA-{3 OL-81 RELO-81

TELE-81 LACA-83 /077 Al X28

eneeccunane

inFO LOG-80 COPY-31 CIAE-00 €B-08  DODE~08 H-91
/818 W

-------- “=eeme--==341437 2828521 /64-66 38

0 2820172 HAY 87
FH AHEHBASSY BRIDGETOWN
TO SECSTATE WASHDC IMMEDIATE S477

UNCLAS BRIDGETOWN d4441

A1DAC

AID FOR LAC/CAR, PETER KOLAR; LAC/DP, JOMN CLARY
£.0. 12356: N/A

TAGS: NOAE

SUBJECT: CONSRESSIONAL HOTIFICATION FOR STRUCTURAL
ADJUSTMENT SUPPORT PROGRAM (538-8141)

REF: (a7 STATE 123584, (8) BRIDGETOMN 84083,
(C) ZALLHAN-PHILLIPS HAY 22, 1987, TELECON

1. THIS IS AN ACTION MESSAGE, AND SUPERCEDES REF B
2. RDO/C REQUESTS THAT AID/W PROCESS A CONGRESS!ONAL

NOTIFICATION FOR SUBJECT PROJECT A5 FOLLOWS: ADVICE
OF PROGRAM CHANGE

GOUNTRY - - = CARIBBEAN REGIONAL
PROJECT TITLE - - = STRUCTURAL ADJUSTMENT
- - - - - ~ SUPPORT PROGRAM
PROJECT NUMBER - - - 538-9141

FY87 CP REFEREMCE - = LAC VOL., ANHEX 111,
- - - - - - PAGES 301, 310
APPROPRIATION CATEGORY - ESF

LIFE OF PROJECT FUNDING -~ DOLS 25 MILLION
INTENDED FY 87 OBLIGATION  DOLS 6.5 MILLION

THIS IS TO ADVISE THAT A.1.D. INTENDS TO OBLIGATE
DOLS 6.5 MILL1ION IN ESF IN FY 87 FOR THIS ACTIVITY,
NOTIFICATION tS REQUIRED BECAUSE THIS IS A MEW
PRGJECT. CONGRFSS HAS MOT BEFM PREVIOUSLY MOTIFIED
THE PROJECT WILL PROVIDE BUDGELTARY ASSISTANCE TO
GOVERMMENTS OF THE EASTERN CAPYEBEAN IN ORDCR TO
SUPPORT INDIVIDUAL COUNTRY ECONOHIC STRUCTURAL
ADJUSTHENT PROGRAMS CARRIED OUT IN THE CONTEXT OF THE
HULTIDOHOR-FUNDED “TIGHTER COMSULTAT{VE GROUP"
PROCESS.

3. ACTIVITY DATA SHEET:

PROGRAM: - - - - CARIBBEAN REGIONAL
TITLE:- = - - = STRUCTURAL ADJUSTHENT
- SUFPORT PROGRAM
FUNDING SOURCE: - - - iF

PROPOSED OBLIGATION: ~ -~ FY 87 DOLS 6,500,008
tor - - - - ~ DOLS 25 HILLIOH
NUMBER: - - - - 538-8141 GRANT
GRANT: - - - = CONTINUING

PRIOR REFERENCE: - * LAC VOL., ANNEX Hif,
- - - - - - PAGES 381, 318
INITIAL OBLIGATION; - - FY 87

ESTINATED FINAL OBLIGATION: FY 89
ESTIHATED COMPLETION DATE- FY 91

4. PURPOSE:

THE PURPOSE OF TH1S GRANT IS TO SUPPORT STRUCTURAL
ADJUSTMEMT PROGIAMS IH THE EASTERN CARIBEEAM AS A
MEANS OF PROMOTING LONG-TERM SELF-SUSFICIENCY IN
PUBL'C FINANCES AND OF STRENGTHFNING THE CAPACITY OF
REGIONAL ECONOHIES 70 GENERATE AND SUSTA.N LONG-TERM
PRIVATE-CECTOR-LED, EXPORT-ORIENTED GROWTH.

S. BACWGROUND. N 1986, FIVE IDA-EL{GIBLE
ORGARJZAT{ON QF EASTERN CARIBBEAN STATES (0ECS)
COUNTRIES REQUESTED THAT THE DONOR COMMUKITY SUPPORT
THEN IN CARRYING OUT MEDIUM-TERM STRUCTURAL
ADJUSTHENT PROGRAM3. THE DONDRS AGREED TO FORH A
“TIGHTER CONSULTATIVE GROUP" (TCGI FOR ANY COUNTRY
WILLING TO CARRY OQUT A FORHAL, DONOR-APPROVED
STRUCTURAL ADJUSTMENT PROGRAN, AND TO CONCENTRATE
DONOR ASSISTANCE TO SUCH A COUNTRY DIRESTLY IK
SUPPORT OF THE PROGRAM. THF USG, ONE OF ONLY FOUR
GONORS (THE OTHERS ARE THE iMF, THE [BRD, AND THE
CARIBBEAN DEVELOPMENT BANK) ABLE 70 PROVIDE wUDGETARY
SUPPORT, STRONGLY ENDORSED THE TCG CONCEPT AND AGREED
T0 SUPPORT IT FINHANCIALLY.

6. PROJECT DESCRIPTION: THE PROJECT PROVIDES
BUDGETARY SUPPORT TO OECS GOVERNMENTS WHICH HAVE
AGREED TO CAZRY OUT FORMAL STRUCTURAL ADJUSTMENT
PROGRAMS AND WHICH WILL HAVE TEMPORARY BUDGETARY GAPS
DURING THE PROGRESS OF THE PROGRAMS. IN EXCHANGE FOR
THE BUDGETARY ASSISTANCE, RECIPIENTS WILL BE EXPECTED
TO CARRY QUT REFOXMS TO IMPROVE THEIR ECONOHIC POLICY
FRAMEWORK. THE USG WILL COORDINATE ITS PROGRAM
ASSISTANCE WITH THAT OF OTHER DONORS  THE
BISTRIBUTION OF LOCAL CURRENCY AMONG VARIOUS USES FOR
FY88 AND FY89 FUNDS 1S 10T CLEAR YET, BUT Will BE
USED, IN DESCENDIWG ORDER, TO COVER (A} LOCAL
COUNTERPART COSTS TO PREDOMINANTLY DCNOR-FUNMDED

PUBLIC SECTOR {NVESTHENT PROGRAMS, (B) CRIT{CAL
RECURRENT EXPENDITURES, PARTICULARLY THOSE D{RECTLY
RELATED TO THE STRUCTURAL ADJUSTHENT EFFORT, AND {C)
DEBT REPAYMENT.

7. HISSION PLANS TO OBLIGATE DOLS 6.5 HILLION IN
FY87 TO SUPPORT TCG PROGRANS IN GREMADA AND

DOMIKICA. THE PROGRAM FOR GRENADA WILL BE USED
PRIMARILY TO COHPENSATE THE GOVERNMENT OF GREMADA FOR
ONE-TIHE PAYHMENTS TO CIVIL SERVAN™S WHO ARE BEING
HANDATORILY RETIRED TO (A' REDUCE GOVERNMENT
EXPENDITURES, AND (B) IMPROVE THE EFFICIENCY OF
GOVERNMENT OPERATIONS A SEVERELY REDUCED CIVIL
SERVICE WAGE BILL WILL BE AN IMPORTANT ELEMEMT IN THE
COUNTRY*S STRUCTURAL ADJUSTMENT  THE PROGP*Y IN
DOMINICA, WHICH WILL BE PART OF Alt ONGOING TCG
ARRANGEHENT WILL PRIHARILY GO TOWARD COVERING LOCAL
COUNTERPART COSTS OF EXTERNALLY FUNDED PUBLIC SECTOR
{NVESTHENT,

8, OF THE TOTAL DOLS 18 5 MILL1ON PLANNED FOR FYas
AND FYB9, RISSION ANTICIPATES THAT DOLS 5 MILLION
WILL BE PROVIDED TO GRENADA, DOLS 3 HILLION WiLL BE
PROVIDED TO DOMINICR, AND THE BALANCE WILL BE
DISTRIBYTED EETWEEN ST. KITTS AND ST. LUCIA. ST
VINCENT HAS RECEIVED & CLEAN BILL OF FINANCIAL HEALTH
FROH THE IMF ANO HENCE CAN CARRY UUT STRUCTURAL
ADJUSTHENT WITHOUT HON-PROJECT AS5ISTANCE

9. RELATIONIHIP OF PROJECT TD A 1 D, REGIONAL
STRATEGY: A 1.D.'S REGIOMAL STRATEGY 15 TO CREATE AN
ENVIRONMENT IM WHICH THE DOMESTIC AND FOREIGN PRIVATE
SECTOR CAN LEAD EXPORT-ORIENTED ECONOHIC

DEVELOPMENT. AN tHPORTANT ELEMENT IN THIS
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ENVIRONHENT [S THE PUBLIC SECTOR'S POLICY FRAMEWORH.

JRIS PROJECT AIMS TO ENCOURAGE GOVERNMENTS TO ALTER

THAT FRAMEWORK SO THAT IT 13 CONDUCIVE TO PRIVATE

SECTOR-LED, EXPORT-ORIENTED ECONOMIC DEVELOPMENT,

18, BENEFICIARIES: THE EFFECTS OF IMPROVED BALANCE
OF PAYHENTS AND PUBLIC FINANCES AND OF SUSTAINED
ECONOMIC GROWTH WILL PRODUCE ECONOMIC BENETITS THAT
WILL AFFECT A BROAD RAHGE OF INDIVIDUALS AND SOCIAL
GROUPS.

11, HOST COUNTRY AND OTHER DONORS: THE IMF, IBRD,
GIDA, BDD, CDB, AND OTHER GONORS THAT PARTICIPATE (N
THE CARIBBEAN GROUP FOR COOPERAT!ION IN ECONOMIC
DEVELOPHENT WILL ALL SE PROVIOING PROGRAM AND/OR
FROJECT ASSISTHNCE TO ANY OECS STATE THAT UNDERTAKES
A FURMAL STRUCTURAL ADJUSTMENT PROGRAM, THE HOST
COUNTRY WILL BE PROVIDING THE CIVIL SERVICE STAFF TO
IMPLEMENT THE POLICY CHANGES WHICH GOVERMHMENT DECIDES
TO CARRY ouT,

12, MAJOR QUTPUTS:

A) PUBLIC SAVINGS {OECS AVERAGE) INCREASES BY ONE
PERCENTAGE POINT PER YEAR BETWEEN 1986 AND 1938

8) MEDIUH-TERM STRUCTURAL ADJUSTHMENT PROGRAMS IN
PROGRESS (OR COMPLETED) IN FIVE OF THE SI1X QECS
COUNTRIES BY 1994.

13. AID FIHANCED INPUTS:

LIFE OF PROJECT UéDOLS 25,038,000 IN BUDGET SUPPORT,
14, US FINANCING (IN THOUSANDS OF DOLLARS)

- - - - - - OBLIG EXPEN UNLIQ
THRU SEPTEMBER 3BTH 1586 NIL NiL NiL
ESTIMATED FY 87 - 6,500 6,508 NIl

ESTIMATED THRU 1987 - - 6,508 6,508 NIL
PROPOSED FY 83 - - - 6,580
FUTURE YEAR OBLIGATIONS - 12,888
ESTIMATED TOTAL COST- - 25,000

13. NOTE THAT FY87 CP AND FY88-89 ACTION PLAN LISTED
PLANNED LOP AS 25 MILLION, BUT FY88 CP AS DOLS 1§
KILLION. REQUEST YOU KOTIFY PLANNED LOP AS 25
HILLEON,

14, PLEASE PROCESS THIS CN, HOTIFY RDO/C OF

EAPIRATION DATE AND TRANSHIT FINAL CN COPY TO RDO/C
PROGRAM OFFICE.  RUSSO

UNCLASS IF 1ED
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semeesemeceeaean R EE R D PRRREe s == HEANS OF PROMD™ING LONG-TERM SELF-SUFFICIENC! IN

PUBLIC FINANCET AND OF STREKGTHEMING THE CAPACITY OF
REGIONAL ECONCHIES TO GENERATE WHD SUSTAIN LONG-TERM
PRIVATE-SECTCR-LED, EXPORT-ORIENTED GNONTH.

ACTION OFFICE LADF-84

INFO FPA-B2 LACO-D1 LADR-83 GC-@1 GCLA-02 OL-31 RELO-1
TELE-B1 LACA-93 ¢© /871 AL XIS

INFO L0G-08 COPY-@1 CIKE-03 EB-23 DODE-08 #H-01 ARA-20 5. BACKGROUNG 1IN 1936 SIX ORGANIZATION OF EASTERN
/818 W CARIBEEAN STATES 10SCS) COUNTRIES REQUESTED THAT THE

----------------- -365128 1521131 /66 38 DOMOR COMMUNITY PRGVIOE A POOL OF BUJGETARY SUPPORT

FUNDS TO COVER PUCLIC FIIMNCE GAPC (NCURRED WHILE THE '

COUNTRIES UNCERTIMh STRUCTURAL wDJUSTHENT PROGRAHS,

IN LIEY OF Thi3 UNNORKABLE PROPISITICH, THE DONCRS

AGREED TO FORH A 'TIGHTER CONSULTATIYE GROUP" (TCG)

FOR ANY COUNTKY WJILLING TO CARRY OUT A FORMAL,

DONOR-APPROVED STRUCTURAL ADJUSTHENT PROGRAM.  THE

AIDAC TCG WOULD MChiTOR THE PROGR-M AlD WOULD, TO THE

EXTENT POSSIELE, PROVIDE PFOGRAM AS3ICTHNCE ON R

COOADINATED, ALBEIT BILATERAL, BASIS  THE USG

STRONGLY SUPFCRTED THE MULTILATERAL DONGRS N THIS

APPROACH 10 STRUCTURAL ADJUSTMINT, AND PLEDGED TO

PROVIDE, SUBJECT TO THE WVAILABILITY OF FUNDS, AN

UNSPECIFIED RMOUNT OF PROGRAM 4SSICTANCE.
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AID FOR LAC/CAR, PETER KOLAR; LAC/DP, JOMN CLARY

E.0, 12356: N/A

TAGS: NONE

SUBJECT: CONGRESSIONAL NOT{FICATION FOR STRUCTURAL
ADJUSTHENT SUPPORT PROGRAM (533-0141

6. PROJECT OECCRIPTION  THE PROJECT PROVIDES
BUDGETAR{ SUFPORT TQ 0SCS GOVEFHHMEKRTS WHICH HAVE
OPTED TO CARRY QUT FORMAL STRUCTURAL ADJUSTHENT
PROGRAHS  ThE FUNDS ARS INTENDED TG AELP FILL
BUDGETARY GAPS AT THE SAME TIHS THAT CONDITIOHALITY
ENCQURRGES THE RECIPIENT TO {1M2HOVE FISCAL
PERFORMANCE AND IMPRCVE THE ECONCMIC POLICY

FRAMEWORR  IF A GIVEN CECS STATE «GREES TO A
MEDIUH-TERN STRUCTURAL ADJUSTMINT PROGRAM, RDO/C WILL
BE PREPARED TO COMSIDER BUDGETARY SUPPORT UNDER THIS
PROJECT, ANB WILL COORDIMATE THE PROVISION OF THE

REF: STATE 139504

L. THES IS AN ACTION HESSAGE.

2, RDG/C REGUESTS YHAT AID/W PROCESS A COMGRESS |ONAL
NOTIFICATION FOR SUBJECT FROJECT AS FOLLOWS: ABVICE
OF PROGRAH CHANSE

COUNTRY -
PROJECT TITLE

CARIBEEAN REG1Q%iAL
- = STRUCTURAL ADJUSTHMENT

. = = =« . SUPPORT PROGRAH SUPPORT WITH OTKER INTEREZTED DONCRS  ALTHOUGH
PROJECT NUMBER - - - 333-014)
FY3? CP REFERENCE - - LAC VOL., EWHEA 111,

- - - - - - PAGES 381, 119 RDO/C'S PROGRAM ASSISTANCE WILL GENERALLY BE PROVIDED
APPROPRIATICH CATEGORY ESF ON AN AHNUAL BASIS WITHOUT ANY GUAPAMTEE OF FUNDING
LIFE OF PROJECT FunDiN: DOLS 29 HiLLion IN FUTURE YEKR3, RDO/C JILL TAKE INTO ACCOUNT THE
INTENDED FY 87 OBLIGATICH  DOLS 6,5 MILLION NECESSITY FOP FUNDING IN OMTYESRS IN ITS PLANMING OF
ESF FOR THOSE CUTYLARS  THE FY37 CBLIGATION IS
INTENDED TO COVTR A DOL3 5,000, 300 GRANT TO GRENADA
AND A DOLS 1,589,030 GRANT TO DOHINiCA

THIS 1S TO ADVISE THAT A 4 D INTENDS TO OBLIGATE

DOLS 6.5 HMILLIOY [N ES® N FY &7 FOR THIS ACTIVITY

NOTIFICATION 15 RECUIRZD EECAJSE THIS 15 A NEW

PROJECT  CONGREISS HAT NOT BEEW FREVIGUSLY NOTIFIED 7. RELATIONSHIP OF PROJECT TO A | D REGIONAL

THE PROJECT WILL PROVICe EJDGITARY AZ51STANIE TO STRATEGY A | D 'S REGIONAL STRATEGY I3 TO CREATE AN

GOVERNMENTS CF THE EASTERN CwRIBELEAN N CR5IR TO ENVIRCNHENT |4 WHICH THE DOMESTIC ARD FOREIGN PRIVATE

SUPPCRT IHDIVIDUAL COUNTRY ECC.2*1C STRUCTURKL SECTOR CAN LEAD E/PCRT-ORIENTED ECCHOYIC

ADJUSTHENT PROGR.ML N COIUMSTICN JITH THE DEVELOPHENT &N IMPORTANT ELE'LHT (N THIS

HULTIJOMQR-FUNDED TIGATER CCHTULTATHE GROUP PFOCESS. ENVIRCHMENT {35 TRE PUBLIC SECT3R’S FOLICY FRAMEWORK,
THIS FROJECT uiM3 TO ENCOUSAGE GOVERWMENTS TO ALYER

3. ACTIVITY 04TA SHEET, THAT FRANZWGFS 30 THAT IT 15 CCUDUCIVE TO PRIVATE

PROGRAH - - = - CA%|LBEAN.REGIONAL SECTOR-LED, EXPORT-ORIENTED ECONOIIC DEVELOPHENT
TITLE:- = - = - STRUCTURAL RDJUSTHENT )

- SUPPCRT PROGRAM 8. BENEFIC!ARIES  THE EFFECTS OF IMPROVED BALANCE OF
FUNDING S0UFCE.- = - ESF PAYHENTS AND PUBLIC FINAMCES AYD OF SUSTAINED
PROPOSED OBLIGATION - =~ FY 87 BOLS 6,500,000 ECONOMIC WwROWTH YILL PRODUCE ECONCHMIC BEKEFITS THAT
LOP - - - - - BOLS 25 MILLION MILL AFFECT R EROAD RANGE GF I1NDIVIOUALS AND SOC|AL
WIMBER: - - - - 5]2-0141 GRANT GROUPS

GRANT: = = - - CONTINUING

PRIOR REFERENCE. - - LAZ \OL , ABNEX i1, 9. HOST COUNTAY SMD OTHER DONORS: THE IMF, 1BRD,

PLGES 301, 310
INITIAL OBLIGATICN - L))

CIDA, EDD, CPB, ~ND OTHER CCHO3 THAT PARTICIPATE IN
THE CARIESEAN GRIUP FOR COCPERATION {N ECONDMIC

ESTIHATED FINAL DBLIGATION
ESTIHATED COMPLETION OATE-

4. PURPOSE:

Fy 233
FY 3t

THE PURPOSE OF THIS GRAHT IS TO SUPPORT STRUCTURAL

DEVELOPMENT WILL ALL EE FACYIDVNG PROGRAM AND/OR
PROJELT AZSICTRMSE TO 17 OECS STATE THAT UNDERTOMES
A FORMAL STRUCTURML ADJUSTPENT PRCGRAH  THE HOST
COUNTR WiLL BE PROVIDING THE CIVIL SERVICE STAFF TO
IMPLEMENT THE POLICY CHANGES WHICH GOVERMMENT DEC)DES
10 Capay ourT :
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18, MAJOR QUTPUTS:

IMPROVED FUBLIC SAVINGS
IMPROVED POLICY FRAMEWORKS

11. AID FINANCED INPUTS:
LIFE OF PROJECT USOOLS 25,000,800 IN BUDGET SUPPORT.

12. US FINANCING (IN THOUSANDS OF DOLLARS):

- - - - - - OBLIG EXPEN UNLIQ
THRU SEPTEMBER 30TH 1986 - HIL NIt NIL
ESTIMATED FY &7 - - 6,800 6,588 L1]
ESTIMATED THARU 1937 - - 6,502 6,500 NIL
PROPOSED FY 38 - - - 6,500

FUTURE YEAR OBLIGATIONS =~ 12,880

ESTIMATED TOTAL COST- - 25,000

13. KOTE THAT ©Y37 CP AND FY83-89 ACTION PLAN LISTED
PLAANED LOP 45 25 MILLION, BUT FY34 CP AS DOLS 15
HILLION  REQUEST YOU NOTIFY PLAMYMED LOP AS 2§
MILLION

14, PLEAST PROCESS THIC CN, NOTIFY RDO/C OF

EXPIRATION GATE NC TRANSMIT FINAL CM COPY TO ROO/C
PROGRAM OFFICE.  RUSSO
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