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MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE
SUBJECT: Dominican Republic - Agricultural Sector Loan

Attached for your review are recommendations for
authorization of a loan in an amount not to exceed twelve
million United States dollars ($12,000,000) to the Government
of the Dominican Repubitc ("Borrower") to assist in financing
the United States dollar and Tocal currency costs of goods
and services needed to support Borrower's program ("Program")
direbted: toward: (1) increasing agricultural production for
domestic consumption; (2) increasing the productivity of small
Farmers; (3) increasing employment in agriculture in the rural
areas; (4) Jeveloping the institutional and human resources needed
to sustain agricultural growth and development; and (5) raising
and more equitably distributing rural income.

This Tloan proposal is scheduled for consideration by the
Development Loan Staff Committee on Thursday, June 13, 1874, Also
please note your concurrence or objection is due by close of
business Tuesday, June 18,1974, If you are a voting member 3 poll
sheet has heen enclosed for your response.

Development Loan Committee
Office of Development,
Program Review

Attachments:
Summary ..d Recommendations
Project Analysis
ANNEXES
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DOMINICAN REPUBLIC AGRICULTURE SECTOR LOAN

SUMMARY AND RECOMMENDATIONS

A, Borrower and Implementing Entities

The Borrower will be the Government »f the Dominican Republic
(GODR). The executing agency will be the Secretariat of State for
Agriculture. The implemeating agencies will be the Secretariatb of
State for Agriculture (SFA), the Agricultural Bank (AgBank), the
Dominican Development Foundation (DDF), the Cooperative Development
and Credit Institute (IDECOOP), the Central Bank and its Fund for
Economic Development (FIDE), and the Secretariat of State for Public
Works (SOP). '

B. The lLoaa
1. Amount: Not to exceed $12.0 million.

2. Terms: Interest in U, S, dollars at 2% luring the first ten
vears; 3% thereafter, Repayment in U. Y., dollars over 40 years,
including e 10-year grace period.

C. Purposes

To implement and support major policy changes in the agricultural
sector, particularly with regard to tie allocation of budgetary, finan-
cial and human resources within the sector and to rajging the level of
the tote) available resources ullocated to the sector, thereby increasinz
production, wural incomes and rural employment. Within a period of three
years the sector program will double the number of small farm urits which
receive credit and techniral assiscance and will increase incrementaliy
the total amount of credit resources available to agriculture, Zinulta-
neously the orientation of the AgBank will be shifted toward small/me<ivi
borrowers, and commercial banks will zssume lending to large scale cowmei-
cial farms backed by Central Rank redjccounting. A system to deliver
agricultural inputs to small farmers will be developed to assure the use-
fulness of :''+ :odit and commensurate technical assistance, Further,
the program will improve instltutional coordination by strengthening the
authority and capability of tl:: 7H.rretarial of State for Agriculture in
the sector vith regard to cresd: . pis ey, marketing activities, educatioa,
input delivery systems, and rt:’.: v~ construction,

Note: Peso smounts shown throughout this document are calculated at an
exchange rate of $1.00 Dominican peso to US$1.00.
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D. The Program

The sector loan will provide AID assistance to support Dominican Republic
efforts to stimulate continued development of its agricultural sector by
strengthening the GODR's capability for achieving the following objectives
of its agricultural sector development plan:

1. Expand credit and input availability to small farmers to increago
production, create employment, and bring about a more equitable distribution
of income.

2. Strengther the Secretariat of Agriculture's ability to respond ef-
fectively to the problems of the small farmers by creation of a market research/
farm management service division.

3. Frovide new educational opportunities to benefit the vocational skills
of small farmers, and better professional agriculturalist capacilities tn» sorve
them,

4. Increase the Dominican Republic's capacity to construct and improve
reeder and access roads, with emphasis on labor-intensive methods and maximum
participation of the road's beneficiaries.

The program fuading is as follows:

(in Thousands)

Program Element GODR AID TOTAL
Pesos Us$ Pesos US$ Equiv.
Small Farm Credit Program 18,990 - 9,050 28,040
Market Research P:ogram 950 300 - 1,250
Human Resources Program 960 1,650 - 2,610
Feeder Roads Program 1,000 - 1,000 2,000
1,950 10,050
TOTAL . 21,900 12,000 33,900

Note: With respucst to the $12.0 million shown in this table as the AID con-
tribution to the Program, the USAID/Santo Domingo shall have authority to
shift up to $1.2 million in funds ¢ tween Program activities (as defined in
the Loan Agreement) provided that #. iunds for each such activity are not
increased or decreased by more thas 50% #£ the total amount programmed for
each such activity without AID/W = « -uxrecnce.
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2. Other Terms and Conditions

In addition to the usual conditions precedent to first disbursement,
a general condition precedent regarding the lowering of the Agricultural
Bank's lending ceiling, as well as several conditions precedent to disburse-
ment for each discrete aspect of the loan have been developed. These pre-
conditions, as well as especially designed loan covenants, are set forth in
Yull in Section IV,

R. Capital Assistance Committee

Capital Resources Development Officer.........: Theodore T. Foley
Chief, Agricultural Development Staff.,........: Jimmie M, Stone
Reviewing OfficerS.eeesesececcesssesesnseseses: Michael R. Stack,
Assistant Director
Richard L. Hough,
Deputy Director

Mission Approval Officer....eeeeeeeeusecacessst J. B, Robinson
Director

Advisors and Contributors:

James C., Suma, USAID/DR, DCRDO

Dr. Ralph E. Holben, USAID/DR Economist

John L. Jordan, USAID/DR Agricultural Credit Advisor
Ralph J. Llop, USAID/DR Controller

Tom Miichell, USAID/DR Financial Analyst

Henry Welhouse, USAID/CR Statistitian

Dr. Benito Heaviquez, USAID/DR Dominican Attorney
Themas Ivers, LA/DR Financial Analyst

James Hawes, LA/DR Agricultural Manapgement Specialist
Joaquin A, Marguez, AID/W 1A/GC

Eldoa Y. Stewart, LA/DR Agriculturzl Education Advisor
Gerald Schwab, AID/W, L4A/DP/ES Evaluation

Michael DeMetre, LA/DR International Economist
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accentuated by the inflationary situation. Because of high profits
obtained from import substitution and urban real estate, there has been
less incentive to invest in agriculture or export industries based on
domestic raw materials. Alternatively there has been an incentive to
invest in capital intensive industries requirirg sizeable imports of
capital equipment. These trends may have led to some weakening in the
country's balance of payments position, a weakening that has been
masked by the extraordinarily high prices prevailing in foreign markets
for the country's traditional export crops. - Insofar as these trends
have led to a diversion of investments from agriculture to less produc-
tive uses elsewhere, they contributed to inflation.

GNP at constant prices grew at a compound rate of 4.4% per annum
from 1960-1966 and 8.8% from 1967 to 1973, a period which included the
drought year 1968 when overall growth was 0.5%. Since 1969 annual
growth rates have ranged from 8%-12.5%. The highest GNP growth during
this period was 12.5% in 1972; the lowest annual growth rate was 8.0%
in 1973, Although no national accounts information is available concern-
ing the sector components of growth in 1973, the U.S. Agricultural
Attaché estimates that because of adverse weather agricultural production
fell in 1373 in the output of plantains, tubers, peanuts, corn and rice.l/
Thus it is quite likely that the lower rate of increase of GNy may be
attributed primarily to this absolute decline in agricultural production
which was partly caused by adverse weather conditions.

This high growth rate received strong stimulus from a more than
doubling of exports from 1970-1973 and a rise in fixed investments from
14% of GDP in 1967 to 23.3% in 1973. The sectors principally responsitle
for the high growth rates since 1969 were agriculture, manufacturing,
mining and commerce. Agricultural growth really started in 1969 after
stagnation throughout the period 1963-1968 (see Table I in Annex B,
Exhibit 3). Agricultural growth since 1969 has been greatest in export
crops which grew at an annual rate of 12.9% from 1969-1972 while produc-
tion for the domestic market incieased at an annual rate of 5.57%. (See
Table II in Arnex B, Exhibit 3.)

Consumer prices in Santo Domingo rose by only 8% from 1963 to 1971;
they rose by an additional 8% in 1972 and 15% in 1973. It is believed
that prices rose relatively more rapidly in rural than in urban areas
during 1973 because of supply shortages. Price stability up to 1971

1/ Agricultural Situation 1973, January 16, 1974 (No. DR 4002).
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appears to have resulted largely from restrictive fiscal policies in
which public sector investments were financed in considerable measure
from current. budget surpluses. The sharp rise in prices in 1972-73
in part reflected international inflation, since imports of goods and
services constituted 25%-30% of GDP. The GODR estimates that rising
import costs accounted for 60% of inflation during 1973, but no import
price data are available to confirm this estimate. Domestic monetary
pressures were also contributing to inflation; bank credit rose by
21% in 1971, 23% in 1972 and 36% in 1973. The rise in bank credit,
largely to the trade and industrial secters, was the principal cause
of the expansion of the money supply by 107 in 1971, 18% in 1972, and
187% in 1973 (see Table VI, Annex B, Exhibit 3). Expectations of
rising prices probably also served to increase the velocity of money,
thus putting further pressure on prices, especially during 1973.

‘President Balaguer may be proposing a draft law to Congress provid-
ing for a general price freeze. Experience in other countries suggests
that the administration of a general price freeze is a difficult under-
taling. Alternatively, the Government could combat inflation by mone-
tary means, especially by controlling the rate of expansion of credit
aod by dampening import demand for consumer items. Furthermore, the
country's leading private consultant economist has characterized the
Government's new program which this proposed loan would support as
"anti-inflationary". The Central Bank has been following a selective

and flexible credit policy which lends itself to tightening credit
somewhat in lower priority areas of capital intensive industry and
luxury imports, while permitting a more rapid growth of credit to
production areas such as agriculture. This trend is expected to
increase as g consequance of the new program. This approach would also
stimulate greater production and employment within overall policy to
restraian inflation. A selective inereasc in the level of interest rates
could also be considered, since in view of the present rate of price
increases, interast rates today are negative. Interest rate adjustments
to levels that divert funds from cash holdings and the unorganized acney
markets to iuvestment in time deposits and sc:urities could have a
considarable counter-inflationary impact.

The pattern of the balance of Payments from 1967-1571 shows a con-
tinuous rise in the net deficit on merchandise account (from $18 million
in 1967 to $68 million in 1971) and a net deficit in goods, services
and private transfers (rising from $68 to $121 milli @ during the same
period). The net deficit on current account was more than offset by a
surplus on capital account from 1968-1971 which permitted an annual
improvement in the net foreign exchange reserve position. The dramatic
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rise in exports, which nearly doubled from 1971 to 1973, brought abou
a surplus on current merchandise account Curing 1972 and 1973, This
change was undoubtedly largely brought about by the doubling of the
international price of sugar from 1971 to 1973 and the appearance of
Cxports of ferronickel in 1972 ($47 million) and 1973 (386 million).
Prospects for 1974 are very uncertain because of the volatile charac-
ter of international prices, especially for petroleun. Table 111 in
Amnex B, Exhibit 3, shows that there will again be a small deficit on
trade account jin 1974, as well as g significant drawdown of the country's
foreign exchange reserves, It appears, however, that effects of the
increase in the price of petroleum will be largely offset by greater
receipts from sugar exports and continuance of high prices for other
8taple productg being exported,

Table TII provides he first official estimate of the balance cf
payments for 1973; it also provides & revision of the 1974 projection
of the balance of payments contained in Santo Domingo 777 bascd on
later available data and partly on estimates of the technical staff
of the Central Bank, The tentative finding was to show a nodest
$16.6 willion reduction of exchange reserves frop the level of $38.9
millicn (net) that prevailed at the end of 1973. However, the Central
Bank has not yet completed its work on a 1974 batance of payments
Projection and there are a number of unknowns,e.g., the impact of
inflation on the balance of payments, still in the picture which
militite againse making any firw projection at this time on the course
of development of the balance of payments over 1974 and its impact on
the cconony.

1. Deht Service of the Dominican Republic

The external public debt of the Dominican Republic rose from
$88 millicrn in 1966 to $291 million at the end of 1972 (see Table LV
in Annex B, Exhibit 3j. According to Central Bank sources, this
public debt had risen to $319 million by September 30, 1973, External
public debt services rose from $3.3 million or 2.1% of export of goods
and services in 1966 to $18.8 million or 5.0% in 1972 (see Table V),
The ratio remained at 5.04 in 1973. The debt service is Projected by
IMF to rise to an average of about $20 million a year from 1974 to 1977,
If exports continue to increase, debt service as a Percentage of exports
of goods and services Mmay be expected to fall below the modest level of
5% during the next four years,
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serious buvden.” The high prices for staple exports such as sugar and
coffec (which prices will probably remain relatively high for the
foreseeable future) and the increased diversification of the country's
exports (as illustrated by ferronickel and the recent prospect of
sizeable exvorts of gold) lend assurance to the foreign creditor that
for the foreseeable future the Dominican Republic is a good credit risk
from an econonic standpoint.

2. The Major Economic Problem

Certainly economic growth in the traditional sense as measured
by GDP has not been the country's major economic problem; growth of
10.6% per annum since 1969 may be unparalleled in the developing world.
What the Dominican Republic illustrates is that despite an 8.8%7 per
annum compound growth rate since 1967 the country's human resources
remain seriously underutilized without material improvement over the
7-year pericd. Underemployment in the countryside is assumed to be
the equivalent in man years of perhaps 40% of the rural labor force
and unemployment in the cities is variously estimated to be 15%-20% of
the urban labor force. Nevertheless, since President Balaguer obtained
much support in the countryside in the election campaign just over,
these percentages can be overly dramatized. New estimates refiect both
a high 3+% population growth rate and insufficient allocation of invest-
ment resources and technical know-how in a manner to alleviate substan-
tially the situation. The problem of an inequitable distribution of
income is in large part a concomitant of the underutilization of human
resources and the decline in per capita productivity in the rural sector
during the past decade. This reflects the pressures of population on
a limited resource base. Because of the "population explosion', under-
utilization 3f human resources may well constitute the most acute
problem facing the D. R. during the remainder of this century. Because
so much under/unemployment is concentrated in rural areas, the achieve-
ment of higher levels of employment is associated with higher agricul-
tural production, thereby raising rural incomes and helping to alleviate
the allied problems of food shortages and malnutrition.

In conclusion, problems of inflation and the ba lance of payments
would appear to be manageable over the short-run. The problem of vural
poverty and unemployment is long-run and not amenable to easy solution,
the resolution of which will require careful planning in the allocation
of public resources. The loan should begin to have early beneficial
effects in improving the situation.
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B. The'Rolq of -Agriculture in the Dominican Economy

Agriculture is the keystone of the Dominican economy; it consti-
tutes about 217 of GDP; it employs somewhat more than 50% of the
active lator force; it dominates export trade (agricultural products
account for 75% of the value of total exports); and commerce and
industry hase traditionally been based on the production and sale of
agricultural products. During the period 1960-1971 the primary
production sector, which include agriculture and mining, suffered an
absolute decline in per capita output while secondary and tertiary
sectors, which includes manufacturing, construction, commerce, etc.,
enjoyed a very significant increase in per capita output. The decline
in agricultural productivity and the associated decline in its share
of real income reflect the pressure of a growing population on the
limited zrea of cultivable land and the serious underemployment of the
rural labor force, especially among small farmers. Except for the
large enterprises engaged in commercial export crops, agriculture has
not enjoyed the fruits of modernization and technological advance to
the extent of other sectors.

Thus a duil economy exists in which small farmers who account for
nearly half of the country's labor force are subject increasingly to
an erosion of living standards as a result of the paucity of modern
technology, the continued growth of the agricultural labor force and
an essentially static land situation. Thus, whi Je agriculture repre-
sents the keystone of the economic structure, it also represents the
touchstone of incipient discontent. Unless solutions can be found,
this economic imbalance will be progressively accentuated by population
growth.

Agriculture's share of GDP fell from 33% in 1960 to 21% today. This
reflects the emphasis given during the past decade to industrial develop-
ment through tariff protection and investment incentives, as well as
large public ianvestments in urban infrastructure. Manifest in the
classic transformation model in which heavy urban investment is designed
to absorb the surplus rural labor that migrates to the cities and in
which rural labor supplies to some extent the industrial labor force
needed. The success of this model depends on the growth of urban zip loy--
ment opportunities exceeding the net increase in the rural labor force.
This has not happened in the Dominican Republic as evidenced by the
fact that during recent years the rural labor force has continued to
increase by about 4,000 a year while substantial unemployment continues
to prevail in the cities. Since investments are at the high level of
237% of GDP, a policy of raising aggregate investments would further



7  UNCLASSIFIED

accentucte inflation. A shift in resource flows with greater emphasis
on employment intensive investments in rural areas, calculated also

to raise production for domestic consumption, appears to be a more
suitable alternative.

At the present stage in the development of the Dominican economy,
such investwents would be largely for production inputs such as
fertilizers, rural infrastructure (e.g., canals, roads, reforestation,
etc.) and the upgrading of technical skills through extension. This
alternative model can be both profitable and labor intensive with
respect to farm investments as is illustrated by the following data
relating to agricultural production in Japan and India:l/

Operating Value of Gross
Aver. Size Labor Use Expenres Fertilizers Output
Region of Holding Per Acre Per Acre Per Acre_ Per Acre
(acres)
India
(W. Bengal) 2.9 1.9 $ 17.30 $ 2.70 § 45.80
Japan
(Kinke) 3.0 7.1 $132.00 $34.90 $448.30

Nearly four times as much labor and 12 times as much fertilizer
were used in Japan. Output per acre was nearly 10 times higher in
Japan. The above data shows that labor intensity and increased invest-
ment in operating capital can be highly productive and profitable.

1. Resources and Output

in 1971 export crops accounted for 42% of total agricultural
output, i.e., sugar cane, tobacco, coffee, and cocoa. The balance of
crop production is primarily for domestic consumption, about half of
which are cereals, tubers and root crops and the remainder a variety
of items such as vegetables, bananas and peanuts. Despite sizeable
output for domestic consumption, food imports have traditionally been
about 12%~15% of total imports. Last year, partly due to poor harvests,
the ratio rose to 20%. In a world of growing food shortages where the
Dominican Republic may have difficulty in importing necded food despite
its increasing foreign exchange earnings, the Dominicun Government. han
recognized that greater emphasis has to be given to raising production
for domestic consumption.

1/ John W. Mellor: "Economics of Agricultural Development" p. 150,


http:oviriu.il

8 UNCLASSIFIED

Land: Cultivated land per person in the Dominican Republic
is estinmated at,18 hectares, one of the lowest ratios in the world.
The country has 4.16 million acres in pastureland and 2.18 million
acres in cropland; the cultivated area includes 606,000 acres planted
in sugar and 921,000 acres dedicated to cacao and coffee, leaving 1.3
million acres for tobacco and domestic food crops. Since no signifi-
cant areas of unused but cultivable land remain, future increases in
output must in large part come from increases in productivity. Despite
the vital importance of land as a scarce factor of production, there
exists no coherent land-use policy and no tax on land.

Water: Irrigation programs have affected 270,000 acres to
date and are being extended to an additional 160,000 acres. As with
land, there is no coherent water-use policy and tariffs on agricultural
water are nnt effectively applied so as to obtain the most efficient
use. Irrigation works now being planned or under construction are
clearly aimed at raising production fcr domestic consumption rather
than for export.

Labor: While land is scarce, labor is abundant; a 1969 OAS
Survey estimated that nearly half of the rural labor supply was marginal.
A recent ILO survey found that disguised unemployment amcunted to over
40% of the active rural labor force. Agricultural labor productivity
is one of the lowest in Latin America. Basic skills are lacking and
nutrition Iis deficient.

Clredit: Although agriculture received about 20% of total bank
credit in 1973, the distribution of credit within the sector is heavily
weighted in favor of large farms and export crops. According to the
most optimistic of estimates, only 60,000 of 470,000 farm units have
access to institutional credit. About two-thirds of all bank credit
is directed to relatively large farms that require credits of RD$5,000
or more. It is evident that small farmers with holdings of less than
30 hectares and who account for close to half the country's active
labor force, suffer from a shortage of capital as well as land.

Techrology: Dominican agriculture has a small but competent
group of research technicians. The provision of technical assistance
to farmers, however, is sharply limited at the pregent by an extenuion

staff that is small, inadequately paid and undertrained. Eztennion
assistance is given principally to farmers who receive credit. Conge-
quently, lack of technical knowledge exists among the same group that
lacks credit.
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Forests: Tho valuable forests that once covered the island
have been reduced to 2.5 million acres as a result of exploitation
and the application of slash and burn techniques. An cevaluation made
in 1968 in the Cordillera Central showed that 1,250,000 acres of
forest land should be replanted. Reforestation is highly labor
intensive and in view of the current world shortage of timber and
rising prices in world markets, the GODR.shouid explore the feasibil-
ity of new projects and investments in this field. An FAO survey
indicated that the country could extract 100,000 to 150,000 c.b.m. of
timber a year for the next ten years, assuming that a reasonably
effective program of forest management and reforestation were carried
out,

Fishegigiz The Fisheries sub-sector, although not fully
developed, is playing an increased role in satisfying food require-
ments in the Dominican Republic. The value of domestic products sold
in 1973 was approximately $10 million of which about $1 million was
exported. Ar additional $6 million.in canned fish was imported.
Research and development activities have commenced for the purpose of
applying new technology for pond culture of tilapia and carp and to
improve estuary and offshore marine fishing techniques and marketing.
IDB is providing financing for some of these activities through a
recent loan to develop marine fishing cooperatives. The internal and
external market demand and price of inland and marine fish, lobster,
shrimp and conch are high, and the potential for growth of fisheries
appear to be substantial.

2. Institutional Support

There are an array of public agricultural agencies; the Seccre-
tariat of Stace for Agriculture; the Agricultural Bank; the Agrarian
Reform Institute; the Institute of Development and Cooperative Credit
(IDECOOP); the Dominican Center for Promotion of Exports (CEDOPEX);
the Price Stabilization Institute (INESPRE); the State Sugar Council
(CEA); and the National Water Resources Board (INDRHI). The Central
Bank and its development fund (FIDE) have also been playing an increas-
ing role in financing agricultural development. Most of these institu-
tion~ are currently receiving or have received external technical
asgistance ducing recent years. The recent OAS mia mion of coonomirt
to the Dominican Republic found that the Secretariat of State §or
Agriculture, the Agricultural Bank, CEDOPEX, and the Central Bank have
become increasingly efficient and effective in serving the agricultural
sector and have been given a freer hand in managing their own affairs.
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3. Public Sector Financial Suppori for Agriculture

Raising agricultural production is a foremost objective.
Production can be raised by increased use of one or more of the factors
of production -- land, labor and capital. In the case of the Dominican
Republic, cultivable land is largely fixed and labor is over-abundant.
Thus, the key factor is capital investment of the type needed to meet
priority needs. There 1is an urgent need for working capital in the
form of seeds, fertilizers and pesticides for small farmers. This can
only be supplied if adequate credit is made available. There is also
a need for fixed investmerts in roads, farm improvements, irrigation
canals and marketing transportation. There is a need for investment
in human capital in the form of training of farmers and extension
gervices to raise the productivity of labor. Public expendit:res for
agriculture, both capital and current expenditures, are both an
important means for developing agriculture and an important test of
the priority given to agriculture relative to other sectors.

Table VII through XII, attached in Annex B, Exhibit 3 are
intended to supply the best available data to show the relative
significance and development of public sector expenditures and credit
to the agricultural sector over the period 1968-1973. Lack of planning
data makes it impossible to show meaningful official projections of
government expenditures and credit utilization for 1974 and subsequent
years. Table VII shows that total agricultural expenditures as a per-—-
cent of total public expenditures declined from 13.77% in 1969 to 11.27%
in 1970 and then rose to 13.0% in 1973. This rising trend should
continue as a consequence of the additive effects on public spending
of the agricultural sector program. The absolute 997 increase in
public spending on agriculture from 1968 to 1973 repre ®nts a significant
real increase after adjustment is made for the 327 rise in prices during
the pericd. Further, Table VIII shows how expenditures under the
jurisdiction of the Secretary of State for Agriculture rose
from RD$9.9 willion in 1968 to RD$12.3 million in 1972 and RD$23.6
million in 1973. ‘Table IX shows that current expenditures have risen
along with capital expenditures from 1970-1972, although at a somewhat
slower pace. Current expenditures rose from RD$18.9 million to RD$25.8
million; capital expenditures rose from RD$16.5 million to RD$23.2
million. Table X shows a decline in dependence on external resnurces
for financing agriculture from 1968-19Y72. Table XI jrovides a comparison
of Central Covernment expenditures for differcent purpones from 1966 Lo
1972 (the only functional classification available)., [t elearly nhows
for 1972 the disparities between Central Government budget proposals
and actual expenditures, the relatively small share of expenditures for
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agriculture and irrigation compared to transportation (highways),
urbanism and public buildings and housing. It would appear that
expenditures for agriculture could .be raised appreciably relative to
expenditures for housing, public buildings and highways in order to
meet priority cconomic needs. 1n 1973, there was, however, a both
promising and significant shift of total public expenditures in favor
of agriculture.

In the area of credit, the value of loans to the agricultural
sector in 1973 ($85.6 million) exceeded total public sector expendi~
tures in ugriculture for that year ($58.7 million). However, credit
to the agricultural sector markedly declined in the period 1969-1973
celative to the total credit dispensed to all sectors of the economy;
agriculture share of total credit fell frem 33.1% in 196Y to 16.9%
ia 1973 (see Table X1I). The relative decline resulted in large part
from tne failure of the Agricultural Bank to raise significantly the
absolute level of loans. The Agricultural Sector Loan is premised on
2 very sipnificant expansion of Agmicultural Bank credit during the
next 3 years which should raise significantly the share of agricultural
credit in tctal credit.

4. l'ublic Scctor Expenditures, lncome Distribution and Employment

The OAS Team that was recently in the Dominican Republic
indicated that it was difficult to evaluate public sector allocation
of*resources because of absence of data. The 1673 budget execution is
not yet availabie nnd there are no official projections of planned
expenditures. The Mission also found out that the OFfice of National
Planning (ONAPLAN) 1is preparing a consolidaticu of public zector
expenditvres and is making projections of savings and investments.
When that information is available, we will be in a better position to
evaluate the adequacy of projected expenditures for agriculture. USAID
has endeavored to estimate from information obtained from official
budget sources public sector expenditures 1968-73 on a consolidated
basis in constructing tables VII-X.

Baced on the information described above, one can surmise that
public expendituvres for agriculture and irrigation as a percentage of
total public sector expenditures should be raised considerably {(perhaps
to within the range of 13%-16%) over the next 2-3 years. Libewine,
agricultural credit as a percentage of total credit whould retury
coming years close to the levels (28%-337%Z) that prevailed in 1968-09,
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The presumption certainly is that the recent clearcut establishment

of agriculture as the priority development sector of the economy by

the Government as well as its commitment to our joint agricultural
sector prog-am, where there will be a $21 milljon GONR contribution

and a $12 million U.S. contribution, provides adequate carnestness of the
Government's intentions to progressively and significantly increase

the flow of its own resources into the agricultural sector.

The Agricultural Sector Assessment (Part VII, B. 7) has a
discussion of the income distribution and direct employment effects of
the agricultural sector program. It is therc shown that net unemploy-
ment might be reduced by 40,000 (from 213,000 to 173,000) over the
three-year period as a result of greater farm production and a program
for the construction of feeder roads. Provision of adequate credit
under reasonable terms, so as to permit farmers to finance needed
inputs to raise production, will reduce income disparitics and unemploy-
ment. In addition to such a program, higher public expenditures on
rural infrastructure will be required if rural unem ployment expresscd
in terms of man years of unemployment, is to be reduced from 213,000
(43% of the active population of farm owners and family workers) to
some reasonable level such ag 100, 000.

With respect to income distribution, the assessment lists seven
factors which should contribute to greater equity: a) a more rational
allocation of capital, b) greater access to technological information
and produztion inputs, c) more efficient marketing and leveling of
seasonal price fluctuations, d) expanded employment opportunities,

e) development of useful farm wanagement and marketing skills, f) savings
on interest costs as more farm families have access to institutional
credit, and g) the distributional aspects of taxation. The section
concluded that the effect of the strategy could be to raise average
income per farm worker in the target group by 50% over the 3-year period
of the procgram.

Programs such as those described will have a multiplier effect
in raising the demand for consumer and producer goods in rural areas.
If such a multiplier is to be translated into Ffurther increases of
income and employment and not be dissipated by rising prices or
increased imports, industrial production will have to be raised to meat
the demand. This presents the country with a unique opportunity Lo
initiate programs of apro-industry development in rursi areas.  Small
agro-industries will increase supplies of goouds needed by farmers at
reasonable prices and increase demand by creating new markets for Lheir
production. The Sector Program anticipates the need for some credit
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resources for the development of such agro-industries as processing,
packaging anag Storage of farm products. Sich initiatives will widen
the market for such Products thereby providing added incentive for
greater production, partly as a result of import substitution. These
agro-industries will be employment intensive and thejir growth will
help alleviate urban unemployment.
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SECTION :I - CONCLUSIONS OF THE AGRICULTURAL SECTOR ASSESSMENT

A.  Current Situation

The 607 of the Dominican population who live on 455,000 rural
farm units produce 22% of the gross domestic product and account for
75% of foreign exchange earnings. Within 25 years the country will
double to tripie ity population, Consequently, agricultural resources

The Agricultural Sector Assessment points out that the economy
has grown at an average rate of 10.6% per year for the last five years

where underemployment and scarcity of capital continues to prevail.
The percentage of GDP attributable to agriculture remains below the
1960 level and in comparative terms, agriculture's share of GbP is

falling, its share of investment lagging.

The scarcity and high cost of imported foods and the mounting
population pressure caused by a three plus percent annual population

tion. Of necessity, because of the limitations on arable land, atten-
tion is focused on swmall and medium farm units which are engaged in
food crop production. These potentially productive farms for lack of
capital, kunowl.edge and technical assistance, have been Producing at
well below Capacity. Moreover, by devoting more resources on this
large, hitherto neglected group, equity targets can be served in terms
of increased rural incomes and better income distribution.

The Douinican group which undertook the Assessment formulated
quantitative agricultural goals within the context of equity and pro-
duction requirements, crop by crop. That is to 8ay, a more equitable
distribution of income in the rural sector, provision of adequate food
and fibre at reasonable costs, and provision of raw materials for ip-
dustrial use, import substitution and exportation were all important
considerations in arriving at the goals which were established,

Between trio extreme macro Strategy alternatives of muximum pro-
duction for export with heavy importation of basjc food mupplies, and
maximum production for domestic consumption at the expense of produc-
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tion for export, the Assessment indicated a middle ground in which the
comparative advantage of production for import substitution and for
export is weighed in the balance along with social goals to attain
beneficial production mixes.

The altcrnative of maximum production for domestic consumption
was rejected given the importance of agriculture as a source of foreign
exchange, militating against major shifts of land resources toward
production for domestic consumptien. Moreover, substantial areas are
more suited for the production of traditional export commodities than
food crops. On the other hand, the food requirements of a burgeoning
population required the dismissal of the alternative proposing major
shifts in land resources for the production of export crops. The
strategy selacted, therefore, places emphasis on resource allocation
alternatives which will maintain a rational balance betwecen production
tor domestic consumption and for export while stimulating, greater
investment in agriculture as a whole so as to produce the efficiencies
which will result in greater productivity, employment and improved in-
come distribution.

B. The Constraints and the Dominican Government Program

A clear outline of the future program for Dominican Agricultural
Development js beginning to emerge as a result of the analytical process
within SEA. Major elements of this program are set out in the letter
requesting the loan signed by the President of the Dominican Republic
on May 24, 1974,

The major goals of the program are to increase production and pro-
ductivity and, thereby, to improve rural living conditions. Conclu-
sions of the sectoral assessment process of the SLA regarding interme-
diate strategies and purposes of the Sector Program are also incorpo-
rated in the President's letter as major elements of the Agricultural
Program. The major strategy of the Dominican Agricultural program is
to channel greater resources to smaller farms in order to tap their
latent produc:iive potential. These resources are to be primarily in
the form of credit, production inputs, and technical assistance which
will be supported by employment opportunities, improved market systems
and upgraded supnort infrastructure, particularly in credit and tecii-
nical assistance delivery systems. Another element of the strategy
is to induce greater private investment in agriculture through varioun
fiscal mechanisms available to the Central sank. Tie President lay
explicitly stated his willingness to provide the internal resources
necessary for the accomplishment of the foregoing.
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Heavy, iong term investment in irrigation project=~ is also an
integral part of the agricultural program. Large scale projects have
been underway for scveral years and the stated goal of the Government
is to assure, eventually that every possible potential irrigation
project is accomplished. Investments in this area are projected at
morc than RDS11.0 million in 1974,

As a matter of policy, the economic position of the less advan-
taged rural worker/producer is of prime concern. The GODR is and will
continue to be engaged in finding the means and the resources to help
this element deal with its problems. This thrust is reflected in
heavy outlays for agrarian reform measures, assignment of newly created
irrigated land to small farmers and assignment of incressingl, larger
blocks of credit assets to those farmers.

Perhaps the critical element of the Dominican program is that,
within the context of its goals and concern for the smaller farm unit,
it is developing its ability to adjust programs to needs through the
use of analytical systems. This means that the total sector program
will change with the development of expericnce and knowledge about the
nature of the totality of problems. The conclusions of the first Do-
minican Secteral Assessment, (drafts of which are now available and
which will be published in August) are reflected in the USAID's assess-
ment document and are outlined below. Essentially these conclusions
and recommended courses of action constitute the active core of the
Dominican Agricultural Dewelopment Program as it stands today.

The major problems of the sector relate to land use and tenure,
inputs and their use, credit, particularly institutional credit, the
marketing system, including the rural road network and the institu-
tional and human resources base. These constraints weigh most heavily
on the small/medium farm., A broad, integrated series of corrective
actions either have been adopted or are heing planned by Dominican
policy-markers to moderate and progressively overcome these constraints
80 as to releasc productive capacities in the agricultural sector.

1. Land Problems

The problems of land utilization and tenure are manifold and
complex, socially, politically and economically. They are inextricably
tied to undue fragmentation and parcelization of land iioldings, a
demand for land in excess of availability, a stagnant market for land
transfers and the virtual absence of land taxation. These are no easv.
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short-term solutions. However, the GODR with IDB support is taking a
necessary first step to address the problem through a national cadas-
tre, and there is growing recognition, particularly in SEA, of the
nced to develop effective and comprehensive land policies geared to a
more rational utilization of this scarce resource.  Though the solu-
tiors will have to be formulated through evolution in a political as
well as an economic context, SEA's ongoing analytical process will be
of great value in evaluating alternative approacies and determining
the appropriate timing for the necessary actions.

Z. Inputs and Their Use

Inputs - fertilizers, plant protection chemicals, plant ma-
terizals, improved seed and wachinery - sre beyond the reach of most
small and medium farmecs. 17 preduction is to increase, credit will
have to be made profitable through an expanded and timely use of such
inputs. SEA plans a broad frontal attack on the problem: stimulation
of private sector delivery systems; direct credit to cooperatives for
establishment of input stocks and systems for sale to members and non-
merbers; and use of regional and sub-regional extension stations as
aiternacive channels when and where necessary, to assure supplies at
rcasonable prices to small/medium farus. This supply system will be
linked to a radio extension outreach network and to the conventional
extension system,

3. Credit

With respect to credit, the realization that agriculture has
been neglected in comparison with other sectors has become clear and
menetiacy and rfiscal measures have been proposed which will shift credit
marginally from the industrial/trade sectors to agriculture. These
include an adjusted discount mechanism, a guaranteed loan fund, and
reductions in the maximum loan size in the Agricultural Bank for large
farmmers. As a result, significant increases in credit will be pro-
vided for agricultural inputs for small farmers.

4. Marketing

Serious weaknesses exist in the marketing system for supply-
ing inputs and distributing outputs. Wiile much of the failure of the
marketing system is due to the lack of market information and skills
and marketing procedures and methods, credit for marketing enterprises
is also lacking. In marketing, SEA has developed a plan for institu-~
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ting a Market Research/Information unit which will be linked with
specialized marketing offices in the Price Stabilization and Export
Promotion Institutes. This new unit will develop and disseminate
market information vital to farmers, tradesmen and consumers. it will
also initiate programs supported by credit, where necessary, in order
to develop a stable and efficient marketing system. Relating closely
to a more serviceable marketing system is the Government's intention
to expand selectively its penetration roads into outlying rural areas
80 as to incorporate a considerable number of subsistence primary pro-
ducers into the market economy,

5. Huran Resources

Human resources at the farm level are seriously underutilized,
due both to over-population on the land ard lack of basic skills. At
the professional level, the base of well qualified agriculturalists
needs to be expanded if the present impetus to development is to be
sustained and extended. The development of the human resourccs base
of Dominican agriculture from the top downward and from the bottom
upward is fundamental if expected short-run gains are to evolve into
longer~term, irreversible patterns of growth.

To ameliorate the severe scarcity of farm-level skills, SEA
plans to undertake a pilot vocational education project to develop
the experience Necessary to create a system of mass vocational train-
ing in agronowmic and manual skills. On the professional level, SFA
plans to identify future manpower neecds in terms of the required skills
and numbers and to develop the capacity to produce B.S, level agricul-
turalists in a wider variety of disciplines keyed to manpower and pro-
duction goals.

"The present extension system reaches few Dominican farmers
(perhaps only about 18%). 1In order to reach more small farmers, SEia
plans quattitative and qualitative improvements through: radio out-
reach programs which broadcast marketing, technological, credit and
other useful information; an increase in the number of extensionists
by sponsoring and directing university extension efforts; linking the
extension network to the credit systen for group lending and group
technical assistance; forming a Farm Management Office to formulate
usable management packages for regions and sub-regions which will be
linked to the market research and information functions and the ex-
tension/radio outreach networks; upgrading the qualifications of ex-
tensionists by formal in-service training at Dominican universities;
and hiring new extension/credit agents.
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This institutional uppgrading of the extension system is not
only designed to provide a higi.#. quality, more timely and expanded set
of services at the micro-level of production but also to facilitate
greater coordination and integraticn of efforts between sector insti-
tuticns such as SEA and the AgBank as well as between these public
agencies and key private institutions such as the universities, the
Dominican Development Foundation (DDF) and the commercial banks.

c. The Role of AID in the Dominican Agricultural Program

Analyses of the Dominican Republic's agricultural sector strategy
have convinced the Mission that AID capital and technical assistance
in the agricultural sector, targeted on major constraints and linkages,
will assist and encourage the GODR to provide a wore solid basis for
institutional improvements and production and increased public and
private investment in agriculture, It will also provide an additional
impetus to the continuing development of Dominican agriculture in a
way that will influence the Government to furnish benefits to the po-
pulation wore rapidly than would otherwise be possible, and give the
Government more confidence in its ability to address its long--ternm
agricultural problems.

A sector loean at this time will enable the GODR to move swiftly
to alleviate the most serious constraints without establishing the
type of zommitment which would create a long-term dependence or wiiich
.would take on the characteristics of budget support.

The GODR has requested AID assistance to carry out its agricul-
tural progrsm. The GODR loan request states in part: 'The loan funds
requested will be utilized in programs and activities which will be
put into vffect by the Government and the private sector, both inte-
rested in increasing the agricultural productivity and the improvement
of the soclo economic conditions of the small farmers, basically by
channeling, in greater scale, the producticn rescurces, through the
credit field, the generation of ewployment which will result in higher
income, tite improvement of the production and busines: infrastructures,
and the training of the necessary technical assistance.

The GODR's request affirms that its counterpart funds for the nro-
gram will derive from the national budget and will be in addition ta
the normal operating and investment budgets of the Secretariat of Agri-
culture and ocher institutions in the agricultural sector.
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The Covernment also proposed to initiate and implement, as part
of its reorientation of priorities in the agricultural secctor, a series
of program actions leading to specific objectives. Thus, policy changes
will be made in the AsBank's upper lending limit, which will regult in
a shift of up to $13.6 nillion of credit funds in its portfolioc for
lending to small and mecium farmers. Further, incentives will be pro-
vided to commevcial bank to engage in agricultural lending by the es-
tablishment of a Guaran:ee Loan Fund and by offering rediscounting
incentives for private Sank agricultural loans. 1In terns of providing
unified leadership to the sector, an important development is that the
Secretary of Agriculture will, for the first time, serve as a member
of the Board of Dircctors of the Agricultural Bank.

The technical administration of the AgBank, SEA and DDF small
farmer credit programs will be expanded aud strengthened through the
addition of 250 field credit agents, $50 clerical/bookkeeping workers
and 20 supervisors. Qualified SEA representatives will be placed in
AgBank field offices to assist in analyses and processing of loans to
small farmers. Approximately 32,500 such loans will be made in three
years.

Other elements of the Loan Program include the construction or
repair of approximately 137 kilometers of feeder and access roads, the
establishment of a new Marketing Research/Farm Management Office witnin
the Secretariat of Agriculture and the establishment of a university
upgrading program and a program of vocational training in rural skills.

The AlD Sector Loan is designed to respond to the GODR request
for assistance in carrying out its agricultural sector development pro-
gram. Capital and technical assistance will provide resources to con-
tinue and to strengthen programs started under previous AID project
loans and other international donor agency loans, specifically by sup-
porting new, accelerated or enlarged initjatives as indicated in the
sectoral. assessment in the following areas: (1) expansion r.f credit
availability to small farmers, distribution of inputs and del:ivery of
technical essistance to utilize such credit most productively, (2)
further strengthening the Secretariat of Agriculture to facilitatw
marketing research and farm management studies and information services,
(3) creation of new educational opportunities to provide agricultural
vocational skills and to develop a system to produce increasingly com-
petent professional agriculturalists, and (4) expansion of feeder and
access road ciforts, utilizing labor-intensive methods. These program
elements address specific constraints identified in the Sector Assess-
ment.
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Problems of land ownership and use are nanifold, complex and in-
terwoven with political factors and commitments. It is clear at this
point that their resolution must be uniquely Dominican. While the
Sector Program contemplates a Governmental examination of policies
through a study to arrive at a reascnable solution to land resources
problems, USAID tentatively has concluded that the tine is not now
propitious to deal with this problem by means of external assistance,
particularly in the absence of the National Cadastre (to be financed
by BID) which should focus the basis for any future actions.

All program elements supported under AID funding are described
more fully in the following Section III and in Annex B, Exhibit 2,

D. Relationship of Other Donor Programs

1. IbB

The IDB represents the principal donor to the agricultural
sector through its $24.8 million loan in support of the Plan Intcgrado
de Desarrollo Agropecuario (PIDAGRO). The purpose of this project is
to bolster capacities of the GODR in several key areas including apri-
cultural reform, research, extension, credit livestock, cadastre and
training. Three principal elements of the program meet critical needs
of the agricultural sector (credit, cadastre and training).

Over a four year period $17,488,000 in credit resources is
planned to go for crops, livestock, agrarian reform and general agri-
cultural loans for approximately 6,000 farmers. The provision of this
significant amount of credit, although small in terms of universal
nceds, is recognized as an important contribution and potentially
beneficial to increasedproduction. llovever, the ecffectiveness of the
credit will be limited, at least in a geographic sence, because credit
wil). reach only a small number of farmers in a specific area (Cibao).

The training element of the PIDAGRO loan ($2.5 million) pro-
vides for in-country and overseas training for 1,027 medium level tech-
nical personnzl. This part of the program could have very positive
long-term venefits by providing more governmental services to the rural
areas involved.

The Cadastre portion of the program ($2.2 million) will sup-
port the work of the Directorate of National Cadastre to map property
lines and identify the potential ot agricultural production and [ro per
land use by means of environmental and soils data.
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Other PIDAGKO activities include Lupport to an Aniral licalth
and Research Center ($7.8 million) and Agrarian Reform Projects ($7.0
million). tThe program elements described above represent a teries of
essentially unrelated but important individual projects, covered by
cne loan, which being area specific, cannot be considercd a truly in-
tegrated approach in addressing constraints to agricultural development
on & national basis., The Project has not targeted on fundamental pulicy
or institutional problems. Its potential for long range impact., then,
may be severely limited.

The current status of tk. IDE PIDAGRO Loan is that $2 million
has been disbursed to date. The Fondo para el Desarrollo Agropecuario
(FEDA), the newly-created principal implementing agency, is building
its staff with personnel scconded principally from other governmental
bodies. PIDAGRO's first quarter lending througih the Agsank, tie prin-
cipal fiscal agent of PIDAGRO credit funds, totaled $2,743,734 for 566
individual loans with an average size of $4,848. PIDAGRO credit for
agricultural production will be disbursed also through DDF and ocCD.

The two principal donor programs (AID and IDB) for agricultural
credit are viewed as being complementary and mutually supportive. Tue
AlD program is different in terms of the target man, loan size, geo-
graphic ccope and use of credit by commodities (livestock versus food
crops) and by groups of farmers. Then too, it should be noted that
because of the serious nced for agricultural credit by small farmers,
the resources of both donors still do not meet small farmer require-
ments. The AID mechanism of providing credits to groups of farms will
enable fiscal agents to disburse an increased credit portoflio in terms
of peso totals without overloading their capacity.

The AID Sector Loan provides resources to support activities
in marketing rescarch, farming systems, marketing systems, input 5ys-
tems, farmer training and technical training, all of which arc support-
lve of activities of PIDAGRO. The sector wide impact of the AID Loan
on GODR hudget policy, credit policy, banking policy, professional and
sub-professional training and institutional building will help to
create an improved development environment which will affect the impact
of the IDB PIDAGRO Loan in a positive manner.

Other activities of IDB relating to the agricultural sector
are in early stages of implementation or are being considered for pos~
sible financing in the future. The ID8 has signed a loan for $2.0
million to provide assistance in cooperative marine fisheries and
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marketina, Other future activities may include irrigation (Yaque del
Norte), te]ecommunications. feeder roads and vocational education.
These are vicwed as being complementary to AID's sector-wide assistance
to the GODR,

2. United Nations Development Program (UNDP) - FAQ

The UNDP program for 1972-76 provided for assistance to the
PIDAGRO Project, liowever, because implementation of the PIDAGRO Project
was delayed for several reasons, UNDP continued its ongoing programs
and began support to a series of area specific projects,

In the Cibao Valley activities centered on crop production,
s0il fertility, irrigation and rural administration. An extension nf
this project funded under the Diversification Fund of the International
Coffee Organization will provide for 108 man months of overseas uni-
versity level scholarships. FAQ provides one expert for tne Cacao
Project in zooperation with SEA and USAID. A Fao0 project in Veterinary
Medicine is terminating in April, 1974. Three technicians are pro-
viding teclinical assistance in a Training and Demonstration project in
Health and Animal Production. Animal nutrition problems are being
worked on in a molasses feeding project and in a 5 year project funded
at $647,000 in Livestock Pasture Development.

There is no duplication between the AID Sector Program and
the UNDP/FAC assistance in the Dominican Republic. Complementarity
exists betwezn AID and UNDP donor assistance in that the AID Sector
Program's institutional and manpower strengthening elements will cnable
UNDP assistance to be more applicable to achieving development objec-
tives,

3. Iuteramerican Institute for Apricultural Sciences (I1CA)

I1CA, a regional institution funded by the Organization of
American States (OAS), AID and other sources, is skilled in the areas
of agricultural program administration and marketing, If integrated
into the Agricultural Program of SEA, then, it could be of substantial
significance. While Programs of assistauce in these areas have not

yet been initiated, cormunications botwean 1ICA, USAIL and SEA by
indicated the nossibility of ILCA invelvement. LICA'w participui ion
might involve seminars, training cournen and workshopys in adwminist ra

tion and management aspects of redearch, cxtension, warket ing, it
Systems and training pPrograms, 1ICA has capabilities to provide tech-
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nical assistance in the planning and conduct of market surveys, market
research and farm information activities. Such participation would
complement AID and other donor efforts of assistance to the GODR.

4. International bank for Reconstruction and Developmnent (ILRD/IDLA)

An IDA Cattle credit loan ($5 million), signed in 1971 and
administered by the Central Bank, is now being implemented. The loan
project prcvides long~term credit for up to 80X of livestock develop-
ment sub-projects and requires that a substantial portion of each sub-
loan be used for capital improvements. The loan is now 50% dispersed
and IDA is now examining the possibility of a follow-on loan of $5
million, wkich may be approved in 1974,

In 1973, IDA approved a loan of $13 million to finance cne-
third of the Yaque del Norte project and reluted irrigation works, in
conjunction with the IDL loan project. The IDA is currently examining
a project in agro-industry, in addition to the above follow-on loan
to livestock development.

Boch target groups and delivery systems under IBRD/IDA proj-
ects fit the very large farm category or support major investment in
infrastructure. The impact of these programs, while affecting the
sector as a vwhole, do not conflict with the proposed AID loan.

5. International Center for Tropical Agriculture (CIAT)

The research linkages between the CODR and CIAT are being
established on a firmer basis by building on to past assistance from
CIAT in rice producrion and extension training of Dominicans in Colom-
bia. Visits to CIA. in May 1974 were made by the chief of SEA plan-
ning office and the Sub-Secretary of State for Agriculture in charge
of research and extension. Regular visits to the D.R. by CIAT rice
experts are occurring.
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SECTION IIT - THE PROGRAM: AGRICULTURAL SECTOR LOAN
A. The Loan

1. Purposes

To implement and support major policy changes in the agricultural
sector, particularly with regard to the allocation of budgetary, financial
and human vesources within the sector and to raising the level of the total
available cesources allocated to the sector, thereby increasing production,
rural incomes and rural employment. Within a period of three years the
sector program will double the number of small farm units which receive
credit and technical assistance and will increase incrementally the total
amount of credit resources available to agriculture. Simultaneously the
orientation of the AgBank will be shifted toward small/medium borrowers,
and commercial banks will assume lending to large scale commercial farms
backed by Central Bank rediscounting. A system to deliver agricultural
inputs to small farmers will be developed to assure the usefulness of
new credit and commensurate technical assistance. Further, the program
will improve institutional coordination by strengthening the authority
and capability of the Secretariat of State for Agriculture in the sector
with regara to credit policy, marketing activities, education, input de-
livery systems, and rural road construction.

2, Priority of Sector Loan Program

The President of the Dominican Republic, the Secretary of Agri-
culture, and other ministerial level Dominican officials have made offi-
cial statements declaring agriculture as the primary sector where greater
Dominican resources and external assistance are needed for the country's
sustained economic growth and alleviation of its social problems. The
loan program will have a measurable effect on the Dominican Republic's
capacity to develop its agricultural potential and to foster the actieve-
ment of mutually accepted development objectives. The GODR and the USAID
Mission assign the highest priority to this loan program. The assigoment
of this priority by the Government is recognized as valid by the USAID
because the sector program represents a major change of emphasis in the
allocation of resources which is consistent with the productive potential
and AID's concern for less sdvantaged groups.

3. The Target Group

The sector loan program intends two major types of beneficiaries
direct and indirect, The group intended to receive credit, access to
inputs, technical assistance, vocational training and employment are the
direct recipients, A broader category of people to benefit from the
sector pregram are those who profit from useful market information, more
reasonably priced inputs, improved roads, preater access to nlaple food
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commodities, and employment opportunities generated by greatly expanded
agricultural credit. :

8) Description of Direct Beneficiaries

Although 98% of all Dominican farm units are under 500
tareas (32 hectares) and hence will be eligible for credit under the sec-
tor program, the RD$1,000 1limit per loan per individual recipient will
determive the farm size to which the credit can be applied. For example,
at high levels of technology, RD$1,000 will finance about 37 tareas
(2.2 ha.) of rice, 74 tareas (4.4 ha.) of corn, 47 tareas (2.9 ha,) of
beans, 36 tareas of peanuts, 30 tarecas of tomatoes or 76 tareas of sor-
ghum. The RD$I1, 000 maximum is appropriate for small (under 500 tareas)
existing livestock operations where minor management improvements are
needed. There is no lover limit on credit under the sector program
(except as may be established by the individual economic evaluation of

each application).

The target group is, in essence, that part of the 837 of
Dominican farm units urder five hectares in area which are not associ-
ated with formal sources of credit such as IAD and IDECOOP, and do not
qualify for, or have not recently used credit under other portions of
the AgBank portfolio. There are approximately 377,000 farms in this
size category, of which about 60,000 have institutional and formal credit
resources. The group also contains 109,000 units which are under 10
tareas (.63 ha.) in size, many of which may be unable to employ credit
with expectation of significant economic returns., Eliminating from the
target group those who already have access to credit and those unable to
use credit, a group of 250,000 farms remains to be served by new credit
Programs and technical assistance.

To the limit of available resources, the sector loan pro-
gram seeks to serve the maximum possible number of farm units in this
category, felecting, through simple but effective economic evaluation,
those units which have potential for increased production and commercial
profitability,

Because credit is the major element designed to be made
more effective by expanded input supply and technical assistance, the
following subborrower criteria are presented to describe the target
group.

B) Criteria for Group Subborrowers

Subborrowvers must:
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(1) Be farming or ranching and own, rent, lease or be
otherwise in possession of no more than 32 hectares (500 tareas).
Ownership is not required. The subborrower may be a renter or share-
cropper; agriculture need not be the sole means of support.

(2) Be engaged in production of commodities destined pri-
marily for domestic consumption.

(3) Be willing to participate in informal groups of farm-
ers for the purpose of receiving credit and to accept legal responsibi-
lity for puyment of the group loan,

(4) The solicitants may (i) be without collateral,
(ii) have poor credit ratings for reasons beyond their control, (ijii) be
operating farms too small for ordinary financing, and (iv) not be regu-
lar clients of credit institurions under other portfolios.

(5) Be willing to accept and apply technical advice from
promotors or extension personnel.

c) Criteria for Individual Borrowers

Individual borrowers must:

(1) Be unable to participate in groups by reason of isola-
tion or for cultural or social reasons.

(2) Meet the general criteria outlined above for group
borrowers

B. Functionzl Aspects

1. Credit

a) Credit Objectives and Strategy

The primary objective of the credit program is tu provide
substantiully more credit to small farmers now outside the institutional
credit system. To achieve this, a credit strategy has been adopted that
will shift the more affluent Agricultural Bank borrowers to commercial
credit sources. The funds freed by this step will become avai,able for
relending to small farmers. Therefore, the quantity of credit going Ly
small size farms, will be substantially larger than that ariginating from
program resources. This shift will be made posnible berause of the
Government's willingness to establish lower limits on the size of credits
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extended to individual farmers by the Agricultural Bank which will
oblige tue large farmer to obtain his credit elsewhere. '

Equally important is that the measures necessary to accom-
modate this shift in the Agricultural Bank's portfolio, will provide a
solid basis for continued, future agricultural credit expansion. This
expansion will be based primarily on private credits and, accordingly,
provide for a more economic use of Dominican resources. To accommodate
the above shift that also provides a basis for long-term credit exparsion,
the Government has indicated its willingness to introduce a number of
further policy measures that include: (a) a more favorable rediscounting
rate for agricultural credit, (b) a reorientation of Central Bank re-
sources in favor of agriculture, and (¢) the study and consideration of
reestablishing an Agricultural Guarantee Loan Fund.

Collectively, this strategy will insure that a larger number
of small farmers now outside the credit system will receive credit at
reasonable terms while concurrently providing a more rational and souad
foundation for a long-term credit expansion in agriculture,

The Agricultural Sector Assessment substantiated that the
credit going to agriculture is not rationally distributed. It was deter-
mined that less than a fifth (20%) of all Dominican farm units receive
any form of institutional credit. (Only 177% or 81,455 of some 455,000
farm units of the country, indicated they received agricultural credit
in 1973.) Ffurthermore, examination revealed that a disproportionate
share of government institutional credit went to large farmers, at the
expense of the smaller farmers, and that most of these more affluent
recipients could be serviced by commercial credit sources. The credit
program was devisel to address this inbalance by directly assisting the
small farmer.

b) Functional Elements of the Credit Program

The credit program, involving some $18.1 million of the
program's tofal resources, contains three basic elements. They are Small
Farmer Credit, Input/Marketing Credit and New Credit Policies. Vhile
the credit inputs are budgeted in set amounts by element, and in turn,
by implementing agency, full operational flexibility has been incorpo-
rated into the program. Subject to AID approval, credit funds may flow
freely between different credit elements as well as between different
implementing agencies without limitation except for the following. To
insure that the major portion of the program's credit funds go to small
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farmer credit, a ceiling of $8.0 million has been placed on the Inputs/
Marketirg Credit element subject, of course, to periodic revieus. As
regards the entire program, the funds budgeted for different program
activities such as Credit, Feeder Roads and Human Resources may be
changed up to 20% subject to AID approval.

(1) Small Farmer Credit

§12.0 mil. of project resources are budgeted for small
farmer credit. An additional $13.6 mil. of Agricultural Bank credijt
funds now going to large farmers, will be shifted to small farm credit
during tne loan's disbursement period,

Of the $12,0 mil., $8.0 mil. is to be channeled through
the Agricultural Bank/SEA Supervised Credit organizations,l/ $2.0 mil.
is to be hundled by the Dominican Development Foundation and $2.0 mil.
disbursed through SEA commercial bank custodial accounts (see Section
IITI B 1. d). The group lending technique utilized so effectively by
the Dominican Development Foundation will be used by all implementing
agencies responsible for small farmer credit to the m aximum extent pos-
sible. The SEA custodial accounts will follow the pattern set by the
Dominican Development Foundation in utilizing this system of disburse-
ment.

The funds can be used for crop production (sugar,
coffee, cacso and tobacco excluded), small scale farm improvement,
acquisition of small equipment items and the purchase of improved plant
materials and stock. There will be a §1,000 ceiling on size of subloan
funded with direct pProgram resources. Duration will depend on purposea.
For crop production, loan duration normally will be 12 months or less.

As Table I illustrates, it is the small farmer,
i.e., with a farming unit of 500 tareas (76 acres) and below, that has
not been the major recipients of institutional credit, particularly
that originating from government credit institutions. The consensus of
the Agricuvltural Sector Assessment is that thisg group should become the

1/ Agricultural Bank is responsible for the fiscal administration of
this amount,



Recipients of Institutional Agriculture Credit in
the Dominican Republic -~ Before and After

Table I
No. farm units to receive
No. farm units wirh credit as a result nf
present insi¢itutional (a) credic Folicy changes
Farc Category No. Farms sources of credit (b) program resources
Large Multi—Family
5,001 Tareas and up 475 475 AgBank/Com- 475 Commercial
mercial
Medium Multi-family
501-5,000 Tareas 7,775 7,775 AgBank/Com- 7,775 Commercial
mercial
Small multi-family 37,000 - AgBank
80-500 Tareas 69,100 ~ IDECOOQP
- DDF
Family = Other
21-79 rareas 141,140 Formal
. 101,312% - AgBank
) - DDF
Sub-Family ~ SEA Supervised
1-20 Tareas 236,510 30,000 - AgBank Credit
- DDF ~ 1DECOOP
- SEA Super-
vised Credit
= IDECOOP
455,000 75,250 109,.562%

* Includes a 34,312.incremenc of small farmer recipients zs a direct
result of the AID Sector Loan.

ot

(ITJIISSVIONN
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major beneficiaries of the government's credit programs. The inten-
sive review “as indicated that the program's resource should be focused
on those farm units under 80 tareas which constitute the target farm
unit.

To reach the largest practical number of target ¢
units, $J2.0 million is budgeted for small farm production credit =
an estimated $350 average per subloan.2/ Accordingly, some 28,500
additional farm units will receive credit through the Agricultural [Dank,
SEA Supervised Credit and Dominican Development Foundation delivery
systems durirg the loan's disbursement period. An additional 4,000
farm units will be benefitted directly through the SEA -~ commercial
bank custodial account delivery system, based on a slightly larger aver-
age subloan figure of $500 per beneficiary.

ara
t

The sum total of these two figures is substantially
lower than the estimated numher of recipients set forth in the USAID's
Agricultural Sector Assessment. The intensive review has revealed the
prior assessment figure (80,000) based on an average size subloan of
$200 per subloan was overstated. Further analysis revealed that the
lowest two rategories of Agricultural Bank lending for 1973 provided an
average subloan very close to our $350 target figure. Empirical data,
prior exper:ience and current price trends, indicate that a $350 average
subloan figure is reasonable.

To monitor subloan size, the USAID will review the
lending performance of ecach implementing agency at the time o new ad-
vance is requested, to assure the maximum practicsl compliiance with
loan objectives. While a reasonably low subloan figure 1s desirable
to benefit the largest possible number of farm units, the progranm nust
be responsive to realistic farmer needs. Therefore, some adjustment in
the $350 tarpg.t figure may be necessary during the loan's implementation.

Additional to the above direct project inputs, $13.6
@mil. of Agricultural Bank sublending will be shifted to small farn

3/ Hercafter the term subloan relates to final number of credit bene~
ficiaries. Therefore, if one group loan benefits 10 individual farm
units, the number of subloans is reflected as 10,
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credite. A maximum lending limit by the Agricultural Ba,.. at $10,000
for production credit and $20,000 for livestock is programmed over a
three-year period. Assuming a reasonable average size subloan of
$7,500, 1,812 additional small fatmers can be expected to benefit from
this shift,

The results in terms of beneficiaries and amounts of
credit are summarized below.

Table II Small Farmer Credit
Summary
Direct Project Resources: Amount Number of Subloans
AID and GODR (50/50) $12 mil, 28,500
(Custodial Accounts) 4,000
32,500
Non-Project Resources:
AgBenk Shift $13.6 mil. 1,812
$25.6 mil, 34,312

(2) Input/Marketing Credit

$6.1 mil, of project credit funds is budgeted for
agricultural inputs and improved food crop distribution and narketing.
$1.6 mil. of the $6.1 mil, is budgeted for the stocking and distriby-
tion of agricultural inputs through IDECOOP (Instituto de Desarrollo y
Credito Cooperativo), $400,000 is budgeted for the stocking and dis-
tribution of agricultural inputs through SEA extension and research
stations to reach areas and USers mot serviced by private dealers or
cooperatives. The r?mainder, $4,1 mil., is to be disbursed through the
Central Bank's FIDES system for agricultural inputs and improved food
crop distribution and marketing. The principal agricultural inputs to
be financed will be improved seeds and plant materials, fertilizers and
agro-chemicals and to a limited degree, farm machinery and equipment.

3/ Fondo de Inversiones para el Desarrollo Econdmico
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USAID auticipates discussions with SEA to determine if AID/W assistance
in locating fertilizers for purchase for the account of the GODR wou'd
be desirable in accordance with STATE 111573 of May 28, 1974. Ou the
marketing side, small agvicultural processing, distribution or storage
Projects will be financed.

Serious weaknesses exist in the marketing svsten for
supplying inputs and distributing outputs. While much of the fuilure
of the marketing system is due Lo the lack of market information and
skills, lack of private and public iufrastructure, and inefficicat mar—
keting procedures and methods, credit for marketing enterprises or the
input/output delivery system is also lacking. Credit under the Scctor
Program will be made available to nmerchants, entreprenuers, processors,
wholesalers, and transporters, for working capital where justificd, to
improve the marketing system. This credit will Se used for improving
the infrastructure, which is lacking in many instances, to adequately
move agricultural inputs and production vo end users. Credit would bHe
employed for such improvements =s constvuction of varehouses, produce
collection centers, packing bhous.s, packing materials, grading shods,
grading equipment, refrigerated storage, freezing facilities, reirigera-
ted trucks, and related equipment and supplies. Provision of technical
assistance by SEA or private enterprises would be provided to assist in
the efiicient planning and use of suvch infrastructural elements of the
marketing system. SZA in conjunctios with FIDE personnel will be respon-
sible fo1 determining the criteria for the use of the credit.

Improvement of the input/output delivery system will
reduce unc-ortainties for producers, prucassors, wholesalers, retailers
and consumers alike. Efficiencies in the system would result in the
form of greater competition, higher volumes and iower buc equitable
price margins for products. Credit supplied by the program would enable
an expansion of the use of production contracts with individual Or groups
of farmers. Improvements of the infrastructure using labor intensive
operations would previde additional employment opportunities in rural
areas.

Table IIT Input/Marketing Credit
Summavy

Direct Project Resources:

AID and GODR (50/50) $4.1 mil., via FIDE system
" " " " 1.6 " '  IDECOOP
" " " " Aoon " SEA Extension



34 UNCLASSIFIED

(3) New Credit Policies

(i) Agricultural Bank Portfolio Shift

To provide $13.6 mi1. of additional credit to small,
- farmers, the Government has Proposed to direct,Agriéultural-Bénk lend~
ing to small farmerg by eliminating subloans larger than $10,000 for
Crop production and $20,000 for livestock over a phased time period.
The transition ig expected to be as follows:

Table TV AgBank Portfolio Shiftd/
Non Project Resources Amounts Shifted No. of Subloans
Year 1 £50,000 1oan limit $ 7.7 mil, 1,025
"2 $25,000 " 2,0 " 266
" 310,000 " " 3.9 " 520
$13.6 " 1,812

he
to an additional 1,800 small farmers over the loan's disbursement
period. The underlying rationale for this measure is that examination
of the Agricultural Bank's lending record revealed a substantial pro-
portion of funds going to large farmers who were treated as prime bor-
rowers.-/ Tlhe adoption of the recommended measures will result in this

4/ By the tnird year, the Proportion of AgBank lending going to live-
stock loans above $10,000 is expected to be sufficiently small that
a total shift to loansg below $10,000 is reflected. The larger
livestock loang can be serviced readily by the commercial banks,

3/ AgBank 1973 lending above $10,000 was as follows:

No. of Loans Amount
$10,000 - $20,000 234 $ 3,091,202
20,091 -~ 50,000 87 2,739,140
50,000 - up 35 7,753.065
376 $13,583,567

versus qll others .
(i.e., up to $10,000) 39,370 $29,770,49O
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(ii) . Additional New Credit Policies

The following policy measures, included in the
Government's formal loan request, would insure that at least $13.6
million of agricultural credit from principally private sources would
be made available to those clients shifted away from the Agricultural
Bank. This clientele will be the large, more affluent farmer who has
sufficient assets to qualify for credit from the commercial banks.

The first policy measure is the Government's repre-
sentation that the Central Bank will orient a larger portion of its
resovrces to agricultural credit for medium and large farmers. This
step is critical in order to accommodate those producers displaced by
the shifv in the Agricultural Bank portfolio., If this group of large
scale prodicers were not accommodated, production would fall at a time
when the economy can ill afford it. The Agricultural Assessment con-
cluded that the Central Bank's lending through FIDE to agriculture was
relatively swmall (approx. 20%) in recent years and that the majority of
this cyedit originated from the World Banks livestock improvement

loan.é

The second measure which in part will facilitate the
above but, more importantly, serve as a broad-gauged incentive to
increased agricultural lending with private resources, is the Govern-
ment's representation that the Central Bank will lower the discount
rate on agricultural lending below that on commercial and industrial
paper. With the present commercial/industrial rate at 5 1/2%, ve ex-
pect the agricultural rate to be in the 4 1/2-5Y% range. GCiven the more
or less static interest rate structure in the Dominican Republic, this
step will provide a positive financial incentive to the commercial
banks to increase agricultural lending. 1In terms of the Government's
posture over the last several years on agriculture, this measure in
combination with that cited above represent a good faith demonstration
of the Government's commitment to agriculture.

: The third measure is the Government's representation
to study, in conjunction with AID, the most practical means of

6/ Of some 713 loans from 1966 to 1973 by FIDE, 108 vere for agriculture.
In the years 1972 and 1973 of the total lending approved by FIDE, 19
and 22,57 respectively were for agriculture which consisted primarily
of World Bank credits.
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exists but never functioned properly during the Trujillo era. The ABri-
cultural Sector Assessment called for the operation of such fund for a
number of valid reasons, including lack of adequate or acceptable col-
lateral by a large number of agricultural producers. Also, a guarantee
fund is an effective instrument for encouraging specific crops or dig-
couraging othersg through its selective application.

The issue of increased interest rates on agricultural
lending, Particularly that of small farmer credit to reflect greater
overhead, costs and risks, was raised and discussed with the Government.
The GODR's position is that interest rates at the Agricultural Bank
should not be raised at this time for the following reasons.

(a) An increase in interest rates for small farm
credit should be part of a much broader series of interest rate adjust-
ments throughout the economy.

(b) An increase in the rate of interest charged
swall farmers under this program would be unfair to the latter since
others, including the large farmers shifted to other credit sources,
can obtain credit elsewhere at a lesser rate than would result from any
significant Zncrease (2-4 points) in the Agricultural Bank rate. (The
Agricultural Bank's current rate is 8%, The rate charged by banks
utilizing FIDE credits is 9%,)

(c) While the Agricultural Bank lending rate is 8%,
closing tees up to 2 points are normally charged. Therefore, the
difference is not as great as it would first appear.

(d) The Govermment's representation to provide a
lower discount rate on agricultural lending than applied to commercial
and industrial Paper, will have a similar effect in terms of financial
incentive to lending institutions.

Given the above, while perhaps not jdeal hut reyl-
istic in terms of local conditions, the USAIL'y Judguent iy v hat we.
should not press for, or require at this time, an increase in interest

rates in the Sector Loan program. However. rhe nearn cooaa
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Table V

CREDIT PROGRAM FINANCIAL SUMMARY

Mobilization of Agricultural Credits

Frogran
Credit Prugram Flements Resources
I. Small Farmer Credit $12.0 mil.
AgBank $5.0 mil.
SEA Supervised Credit 3.0 v
SEA Custodial Accounts 2.0 "
DDF 2,0 ¢
II. Inputs/Marketing Credit 6.1 "
FIDE 4.1 "
IDECCOP 1.6 "
SEA Extension 40"
III. (a) AgBank Portfolio Shift - -
(b) Additional Credit Policies -
$18.1

* Included ih Small Farmer Credit above.

*% Minimum.

Non-Program

Resources
~Esources

$13.6 mil.

(13.6 mil.)*
13.6 " *x

$27.2

Total

$25.6 mil.

6.1

1"

(13.6 mil.)=*

13.6

$45.3

111

T

%k

QITIISSVIONN
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a continring effort to encourage the Government to address this question
in greater depth during the loan implementation period.

Sumqux

Some 45.3 million is expected to be mobilized into agricultural
credit as a result of the program's credit strategy. This is based on
an AID input of $12.0 million. Table V below summarizes this credit
mobilization by individual program element. While this amount of credit
did not originate from direct program resources, this credit mobiliza-
tion is the cummulative result of all credit measures planned under the
program. Furthermore, some 34,312 farmers, predominantly those who are
not now recipients of institutional credit, will benefit from the pro-
gram,

c) Micro-Economic Analysis of Production

Credit in one form or ancther represents approximately 75
percent of the loan resources which are intended for assisting emall
farmers to increase their production of food crops. It is anticipated
that credit may be used by farmers to cover many items of the costs of
production. In some cases these uses may not be elements of a cultural
package which increases production. For example, plowing of land must
be accomplished when a low level of technology is employed, as well as
when a higher level is used. Other cultural operations likewise are
common to both traditional as well as improved methods, i,e., planting,
irrigating, weeding, harvesting, ete. In most cases these operations
require the same amount of labor/time or slightly more, which may be
carried out by unemployed or underemployed family members with no addi-
tional cash outlay.

To the extent that farmers will improve their technological
methods of culture of rice, beans, peanuts, vegetables or other crops,
the required inputs such as fertilizer, insecticides, herbicides and
seed for new varieties usually represent the only out-of-pocket costs
that are additional to those of current methods of growing these crops.
The additional inputs of improved technology are the only elements of
a package that are measurable in terms of economic effectiveness,

The methodology employed in this micro- cconomic analysis
was to establish yield, additional input costs and additional output
values corresponding to one or more improved technical packages for
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five Principal crops and to Measure the economic benefits expected

from theee improved technological packages against current methods of
growing these five crops. Marginal benefit/cost ratios?/ were determined
for each, employing partial budgetary economic analysis procedures.

_ Data was gathered fronm agricultural officers of SEA, re-
search stations, agri-business firms and other sources regarding yields
from traditional Practices and improved Practices as developed to date,
Due to lack of information regarding the total costs of production of
the many crops and the variability which exists in computing these costs
from region ro region, total Production costs for these Crops were not
able to be determined with accuracy. The methodology employed in the
analysis, therefore, was to determine the lovel of additional benafits
that could te cxpected from additional inputs of one or more improved
Practices compared to the current or traditional cultural methods.
While much research needs to be done to perfect the cultural methods of
the various ccops to make them more efficient and economic, the analysis

made in the cultural Practices at minimum costs to further maximize
profit for the small farmer. The economic aspects of the rescarch are
eipected to be developad by the new economic planning unit of the SLA,
Such work will enable true costs of prnduction data for these crons to
be determined on a regional basis which will serve as a guide for per-
fecting technical recommendations to make them evVen more economic.

Rice and beans were included in the analysis because they
represent crops which will receive the greatest emphasis in the pro-
gram, based upon the strategy and production targets established in
the AID/GODR Agricultural Sector Assessments. Peanuts wvere included
because this crop is expected to meet half of the edible oil require-
ments by 1980. Production of vegetables is expected to double by 1980.

‘Z/ B/C ratio = Added value minus reduced value
Added costs minus reduced costs

In all calculations, reduced value and reduced costs were assumed
"to be nil. Assumptions also were made that costs of inputs and
values of production would remain constant or increase (as a result
of inflation) at a rate that would not be significantly digpro-
portional.



40 UNCLASSIFIED

Tomatoes arnd onions were selected for analysis because they represent
two important, high value crops within the vegctable group. Dairy and
poultry products were not selected because it is articipated that agri-
business enterprise will provide all capital investment requirements
for increases in production of these products and not the small farmer

Rice

For rice an economic analysis was made with three levels of nitro-
gen fertilizer application compared to tradition methods of rice cul-
ture employing no fertilizer. The national average yield for rice is
2,500 Kg./ha., some of which is derived from improved practices, there-
fore, the cumparative yield base of 2,500 kg./ha. without fertilizer
has been coonsidered very conservative. Table 1 indicates that from an
additional investment of $22.61 for 40 kilograms of actual nitrogen
per hectare applied to a new variety (Juma 57), an additional income
of $256.17 wmay be derived compared to that of the traditional packape
of rice cultivation. The B/C ratio derived from use of seed of a ncw
variety (which costs the same as the old seed) and a low level of ni-
trogen fertilizer is more than 18 to 1. In the case of a medium level
of nitrogen fertilizer, the increased income over traditional methods
is $340.61 resulting from an investment of $45.83, or a B/C ratio of
more than 10 to 1. Maximization of profit occurs when the highest
level of nitrogen application is applied. This level also results in
the maximum yjeld, although the B/C ratio is reduced slightly. An in-
telligent anc¢ knowledgeable farmer should opt fcr this method of rice
culture if the necessary resources are available to him.

The analysis has lbeen made assuming ihat costs of herbicides may
be eliminated by the farmer's own hand labor for manual weeding (es-
timated at approximately 100 man~hours per hectare). Costs of insec-
ticides were not included because of the variability which exists from
region to region. If attack of insects on the rice crop did occur,
whether on traditional or improved methods as described, the cost of
full protection for the crop would not exceed $35 per hectare. There
appears to be adequate margin between the value of the outputs and the
costs of the insecticides in all cases cited, to provide for these
costs of protecting the crop if or when necessary.

The analysis shows clearly that significant increanen in yicld
are possible through use of new varieties and low to high levelsn of
nitrogen fertilizer application. The technolugical packape, althongh
not perfect to a high degree, does exist and can be applied by small
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farmers for increasing rice production. What has become very apparent
to foreign observers is that considerable improvements can be made in
cultural practices that do not require significant additional input
costs. Because of the newness of rice as a crop in the Dominican Re-
public, many of the basic principles of rice culture, such as proper
land preparation, water management, timing of fertilizer application
and planting and handling after harvest, are not fully understood by
most rice farmers. There is an apparent need for a concerted effort
in farmer education regarding modern rice technology to accompany the
use of credit for purchase of inputs.

Beans

The technical package for beans as developed to date consists of
the use cf virus free seed of the variety Pompadour Large and the
application of 290 kilograms of 16-20-10 fertilizer. Research results
and farmer e)perience has shown that beans are most productive when the
above package is grown on irrigated lands in the dry season following
rice.

The analysis (Table II) shows that when improved technology is
employed, yields are more than 150 percent of traditional yields of £50
kg./ha. From an investment of $45.24 in fertilizer, an increased in-
come of $184 results over the traditional output value of $374 per
hectare of a B/C ratio of 4.1 to 1. The use of virus frce seed is not
considered as an additional input cost because such seed will be avail-
able to farmers at the same price as seed which he new uses for plant-
ing.

The analysis shows that improved culture of beant although perhaps
not as profitable as well grown rice, provides an opportunity for in-
creasing smell farmer income with a margin of profit considered ade-
quate. The assumption is made that when the B/C ratio exceeds 2.5 to 1.,
adequate benetits are possible, within the existing price relationships
of inputs and outputs, to motivate the farmer to apply the technology. -
While the traditional farmer usually does not undertake even a simple
mathematical analysis to determine his profitability from the use of
improved agricultural inputs, he will make rational decisions regard-
ing their use. The more dramatic the recults, the more lilely the
farmer will accept the use of the improved package of tedhinolopy,  The
B/C ratio cf 4.1 to 1 is comsidercd to be adequately pouitive to hning
about wide scale acceptance of improved bean cultural methods in the
Dominican Republic. The technical package must be supported, of course,
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by a strong delivery system of providing inputs, such as-seed and fey-
tilizer, information regarding the technology of the improved practices,
credit, and mwarketing assistance.

Peanutsg

The culture of this crop has been pursued by small farmers for
many years. Edible oil processing firms have been instrumental in its
promotion by their programs of providing credit, technical assistance and
services of various kinds to farmers. Traditional yields are approxi-
mately 793 kg./ha. Those farmers who have adopted the improved practice
of fertilizer application (at the rate of 25 pounds/tarea of 12-24-12)
have achieved average yields of 1,082 kg./ha. As seen from the analysis
on Table IIT, an increased income of $151.94 results from an additional
input cost of $29.88/hectare for fertilizer. While this Benefit/Cost
ratio is rather marginal (1.74 to 1), this low level of technology has
been widely accepted by most peanut farmers. It is apparent from the
analysis that if the famers would apply only 10 pounds/tarea more of
fertilizer, they could achieve yields of 2,164 kg./ha.

A Benefit/Cost ratio of 5.9 to 1 results from the application of
253 kg./ha. of 12-24-12 fertilizer. The increased income over tradi-
tional practices is approximately $247 per hectare.

There appears to be adequate incentive for most farmers to change
- their practic~ of applying a low level of fertilizer to t-at of a
higher level., By applying only about one third more fertilizer, they
could more than double again their yields and more than quadruple their
increased incomes over the low technology model. What apparently pre-
vents this from happening within the present system is the lack of wide-
spread knowledge of the potentials for increasing production and the
lack of availability of credit for the increased input needs. The lcan
program would make available a part of the credit resources as well as
the delivery system nececsary to achieve the potential of increasing
yields suggested in the analysis.

Tomatoeq

The production of tomatoes for processing iunto paste, sauc«s and
catsup has been promoted by the agri-business sector. Small farmern
who have participated in contract purchase programs of the towato pro-
cessing firms have adopted the current practice of applying approzi-
mately 50#/tarea of 10-20-10 fertilizer with average yiclds of about
30 cwt./tarea (21.6 tons/hectare). As seen from the analysis (Table IV),
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the achievad yield of more than 21 tons at a price of 1 1/2 cents per
pound provides an output value of $714/ha.  Experimental trials at re-
search stations and in farmers' yields have shown that when a higher
level of fertilizer is applied (125#/tarea at a cost of approximarecly
$131), the yield increascs to more than 39 tons/hectare with an addi-
tional iucome of $595 resuiting from the additional $79 worth of fer~
tilizer (a E/C ratio of 7.57 to 1). This is clearly economic and tech-
nically capable of achievement.

The case for table tomatoes is even more dramatic, especiaily if
prices of this perishable product are favorable. The current practices
of most farmers growing tomatves for fresh market consumprion is to
apply 50#/tarea of 10-20-10 fertilizer. Their average yields are about
half that of processing tomatoes (15 cwt/tareca or 10.8 tons per hectare),
Experience of some farmers has shown that when additional fervilizer is
applied in three applications, yields with such improved varieties as
Manalucie, Manapal and Ace Royal increased to approximately 50 tons per
hectare. Since the price range of tomatoes is extremely variable de-
pending upon the supply and demand situation, it is extremely difficult
to project anticipated benefits. Prices may range in the peak season
of production from two to four dollars/cwt. 1In periods of relative
scarcity, prices may increase to 10 dollars/cwt,

What is obvious from the cnalysjs is that fertilizer costs, as
one of the elements of the total cost of production, is very minor in
relation to the value of the output. Tomatoes can be highly productive
with proper levels of fertilizers. There is no reason that adequate
fertilizer should not be used. Labor for harvesting, grading, packing
and transporting the crop, no doubt, become significant cost items in
a package of improved technology. Marketing of an over abundance of
tomatoes in the peak scason of production is a scrious problem that
reflects itself back to the farm in the form of low prices.

Onions
znions

This crop is one of the high value vegetables that offer income
increasing opportunities for small farmers. Current methods of culture
employ the use of about 80 pounds per tarea of 10-20-10 fertilizer on
the variety Red Criole. Cultivation is of an intensive tyr /¢izing
irrigation and a high labor input. The Red Criolr variety uw -« ol
present is not completely satisfactory since the quality of the hully
produced is low.
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An improved technology of simply changing varieties with slight
improvements in the current cultural wethods is considered to be the
best package of technology for increasing farmer income with onions.
The use of seed of the variety Red Granex Hybrid is considered an ade-
quate improvement to increase the percentage of high quality bulbs and
to provide significant increases in production. This variety has high
consumer acceptance,

The enalysis of current methods of production (Table V) shows that
an input of $22/ha. for sced and $89/hectare of fertilizer produces a
crop valued at $3,065 per hectare. By changing the variety to Red
Granex Hybrid and applying more fertilizer, an added cost of $90 pro-
duces an added value of $1,731 per hectare (B/C ratio of 19 Lo ).
With a higher lovel of technology, an added cost of $166 provides an
‘added value of $2,411 per hectare (B/C ratio of 14.5 to 1). These two
improved technical packages which are highly profitable, are considered
to be easily acceptable bv present onion growers, providing that the
high cost seed of Red Granex Hybrid ($40 per pound) is imported and
made available to them along with fertilizer under credit arrangements,

Conclusions

The examples cited indicate clearly that impreoved technology and
accompanying inputs reprezanting added costs over traditional methods
of culture, can provide significant added value to the production of
rice, beans, peanuts, tomatces and onions. Other crops which have not
been includnd in the analysis would most lilely show similar income
potential if improved technological paciages were developed and employed
by farmers,

The examples cited are considered adequately dramatic to motivate
farmers in acceptance of the technology if they are made aware of the
economic potentials. If the farmer can be shown that results from the
use of 1 vetter package are sufficient to offset such risks ag possible
bad weather, possible insect or disease attack, poor market prices,
etc., he should choose to emplov a higher level of technologv than he
currently uses.

The role of the delivery system of providing information, technical
guidance, credit and assistance in obtaining necded fnputy in vital in
1elping the farmer make his decimions regarding adopt fon of woye weliey )
nethods. The farmer will be influenccd by his pant expericucen, hin
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observation of operations of other farmers, the knowledge that he will
acquire through observation and participation in demonstrations, field
days, training courses and other communication media. Providing that
agricultural inputs are within his rcach at rcasonable prices through
credit arvangements, the small farmer will often take the opportunivy
to improve his economic well--being, especially if the potentials fov
substantial reward appear to be high and the risks low. His participa-
tion as a membor of a group of farmers receiving credit and technical
assistance provides him some degree of security in adopting newer and
better agricultural methods,



ECONOMIC ANALYSIS OF RICE PRODUCTION

(Traditional vs Three Levels of Nitrogen with Improved Variety - Juma 57)

Cost of Imputs $0211/kg
Level of Tech. Yield Kn/Hect. Hect. Value of Qut.put
Traditional variety and 2500 (rough) 0 $ 342.87 (rough)
cultural practices 1625 (milled
rice)

Improved variety and 4441 (rough) $22.61 $ 609.05 (rough)
low nitrogen 2886.5 (m.rice)

Improved variety and 4656 (rough $45.23 $ 683.48 (rough)
medium nitrogen 3026 (m.rice)
Improved variety and 5557 (rough $67.84 $ 762.13 (rough)
hgih nitrogen 3612.05 (m.rice) '

Low Nitrogen = 50 Kg. N per ha = 190 Kg. Ammonium Sulphate (21%) = $22.61
Medium Nitrcgen = 80 Kg. N per ha = 380 Kg. Ammonium Sulphate (21%) = $45.23
High Nitrogen = 120 Kg. N per ha = 570 Kg. Ammonium Sulphate (21%) = $67.84
Price of Armonium Sulphate 21% = $108 per short ton
Price of Milled Rice = $9.60/cwt = $0.21 per Kg.

Milling Factor - rough to milled rice = 65%

Increased Marginal
Income _  E/C Ratio
0 0]

$256.17 11.3/1
$340.61 7.5/1
$419.21 6.2/1
3

[+]

o

-

)

=
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Table 11

ECONOMIC ANALYSIS OF BEAN TECHNICAL PACKAGE-l/

(grown on irrigated land in dry season following rice)

Marginal
Level of Yield in Cost of Value of Increased B/C
Intensity Kg/ha. Inputs/ha. OQutputs/ha. Income/ha. Ratio
Traditional . 2/
Practice 860 $374.,00 —
Improved 3/ 2/
Technology 1,306 $45.24 = $558.10 = $184.00 4,1/1

1/ Basic data from Agriculture Sector Assessment.
2/ Value of beans = $19,75/cwt or 43.5¢/Kg.

3/ Fertilizer applied at 290 Kg. of 16-20-10/ha. at cost of
15.6¢/Kg. or $45.24/ha.
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Table II1I

ECONOMIC ANALYSIS OF PEANUT PRODUCTION

(Traditional vs. two improved levels of technology)

Marginal

Level of Yield Fertilizer Cost of Value of Increased B/C ,

Tech. Kg/Hec. Use Fertilizer Qutput Income Ratio
Traditional 793.56 -0~ -0~ $142.84 /Hect. -0- -0-
Low
Technology 1,080.12 181 Kg./ha. $29.81/ha. $194.78/ha. $51.94 1.74/1
Improved
Technology  2,164.25 253 Kg./ha. $41.73/ha. $389.57/ha. $246.73 5.91/1
Fertilizer:

Type: 12-24-12, 8-24-8
Price: $149.75/2000# = $0.075/1b.

Amount used: 25#/tarea = 397.5/#/Ha. for a yield of 150#/tarea

]

1,002.12 Kg/Ha.

35#/tarea = 556.5#/Ha. for a yield of 300#/tarea 2,164.25 Ka/Ha.
Fertilizer Price: 16.5 ¢/Kg.

Peanut price: 18.0 cents/Kg.


http:2,164.25
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{Processing and Fresh Marker - Comparing

ECONOMIC ANALYSIS OF TCMATO PRODUCTION

current methods and improved me&hods)

Marginal
Level of Yield Cost of Value of Additional B/C Ratio
Technology Kg/Ha. Fertilizer 3/ Output/Ha. Income ror Fert.
Current Practice
Processing
1omatoes 21,642 $32.47/Ha. $ 714.20 1/ - -
Table Low Range:
Tomatoes 10,821 52.47 /ha. § 800.77 2/ - -
Righ Range:
$2,380.67 2/ - - 5
1 tiproved Technology
Processing 39,677 $131.17 1,309.37 595.17 4.53/1
Tomatoes added cost ,
$ 78.70 7.6/1
Low Range: Low Range:
Table 50,000 131,17 $ 3,700.00 2,899.23 36/1 -
Tomatoes added cost High Range: High Raoge: & =
78.70 $11,000.00 8,619.33 108/1 s B
L.
< —
(5]
-
1/ Processing tomatoes valued at $1.50/cwt. =

2/ Table tomatoes valued at $2-$4/cwt. (low ran
3/ Fertilizer costs: $149.75/short ton (12-24-

ge) - $10/cwt (high reange)
12 analysis); $131.25/short ton
(10-20-10 anzlysis)
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ECONGMIC ANALYSIS OF ONION PRODUCTION

(Traditional vs. two Improved Practices)

Marginal
Level of Yield Cost of Input Value of Additional BC/Fatio
Technology Kg./Hect. /Ha. Input 1/ Incone
Traditional 18,035 Seed: $22.57.g[ $3,065.95 ~0- -0-
Practice Fert.: $89.04 3/
$111.61
Improved 25,249 Seed: $90.79 2/ $4,797.41 $1,731.46 19.14/1
Practice Fert.:$111.30 3/
(1) $202.09
Added Cost: $90.48
Improved 28,856 Seed: § 90.79 2/ $5,482.75 $2,416.80 - 14.56/1
Practice Fert.:$139.13 3/
(2) Urea: § 47.70
$277.62
Added Cost: $166.01
1/ Average price of onions = $0.17/Xg.
2/ seed Price: Red Creole: $10 per pound - cne pound per 7 tareas

Jw
~
l"

Red Granex Hybr. $40 per pound - one pound per 7 tareas
ertilizer Price: 10-29-10 = $131.25 per short ton

Urea (46% N) = $300/ton.

-7 9Tqe],

0s
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d) Implementing Agencies

The implementing agencies and techniques which will be
used to deliver the program's credit elements are described below.,
In mome cases a single agency is responsible for more than one credit
element. For example, SEA's extension program is responsible for
both small farmer production credit and the pilot production inputs
credit program,

¢D) The Agricultural Bank (AgBank): An autonomous
government institution created to increase agricultural production
through loans to farmers and agriculturally oriented businesses.

The AgBank has 20 branches located throughout
the country, with the central office located in the capital. Total
employees nuwber 901, of which 78 are classified as professionally
trained in some phase of agriculture, such as agronomy, veterinary
medicine, extension, and animal husband»y. The AgBank works in conjunc-
tion with cverall agricultural production goals of SEA, the Agricultural
Reform Institute and IDECOOP and has participating loan programs with
all three agencies. 1In addition the AgBank administers various
foreign dcnor loan programs with IDB and AID.

Historicz2l Weakness of the Institution

The Mission has reviewed, carefully and at
length, the operations, activities and philosophy of the Aghank
prevailing in the recent past. The AgBank has had a number of sSponsars
and supporters of various credit programs. IDB, AID, and others lLave
provided Lechnical assistance and funds to the Bank. The foreign
advisors involved were not always consistent and the support was not
always complementary. However, a general pattern of observations
emerges with regard to changes and improvements which were recommended
to be adopted by the institution. The following sections deal with
the nature of the conclusions and recommendations for improvement
and what has been or is being done about them.

The AgBank is in Serious Need of Reorganizatjon

This observation dates from the mid-siztiecs and
has been repeated on numerous occasions since that time. Jor Lhe panst
two years, the AgBank has used thc advisory secrvices ol Arllmr p.
Little, Inc., in an attempt to formulate the form of reorganization
to be adopted. There are visible accomplishments in this field. As
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a resu't of ADL's advisory effort, two new offices have been established
at the national level, one for personnel administration and onc for
programming and management information. The system for automatic

data processing is being upgraded. ‘rhis task should be accomplished by
August 1974, enabling the Dank to handle a greatly incrcased account load,
according to IDB officials.- ' '

At the branch level, reorganization has begun and
will be completed by the end of CY 1974. This reorganization entails:
(a) improved use of branch staff by training more office persomncl in
field operations and employing them as promoters; (b) the use of SEA
agents as credit agents and accepting and processing applications
generated by them; (c) giving greater attention to farm planning and
financing of total farm operatiomns, not simply one crop per loan; and
(d) giving the branch full approval authority. “These measures have cut
the perivd required for loan approval to 10-12 days in the four branches
which have been reorganized to date and have boosted by some 207, the
affected branches' capacity to move credit with evisting staff, The
supervisor of the reorganization estimates that the number of new
agents contemplated in the sector program, identified further on, will
boost lending capacity by at least another 407,

The AgBank Should Tighten up its Lending Criteria
and Collection Procedures

This is a long-standing recommendation based on
the observations that the number of bad debts carried on the Bank's
books was growing steadily and that collection efforts were weak and
inadequate, Both points were generally true. lowever, in the last
year the AgBank has continued to strengthen its collection efforts
and has reduced its bad debt level by RD$2.6 millicn, from RD$25, 264,000
to RD$22,667,000.—/ In addition, there are some factors which nust
be taken invo account when considering the bad~debt level. First, it
is cumulative and includes ail bad debts dating from the establishment
of the Bank in 1945, Though unusuai in U.S. terms, the practice cf not
writing off bad debts prevails in the Dominican Republic regardlesc of the
potential for collection, Moreover, the RD$23,077,299 reserve for
doubtful loans is more than sufficient to cover the cumulative total of
past-due account.

Secondly, much of the criticism leveled at the
delinquency/default rate is questionable. TFor cxample, in the very
small-loan category (RD$300 and below) much of the historical problem was
that such loans were made under emergency conditions when there wias no

1/ Peat, Marwick, Mitchell & Co, audit examination of Dec. 31, 1973.
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capacity to repay. The Bank has initiated a program for rehabilita-
tion of borrowers with poor repayment records which has reduced the

bad debt level. One criticism aimed at the AID Loan 517-L-010 portfolio
was that of heavy delinquency. Upon close examination, howecver, this
observation proved mistaken, After revolving nearly five times, the
total collections of principal were 95% of the total loaned.

The AgBank's Financial Situation Should be

Improved

This recommendation centers on (a) Aghanl. asscts
being held as Government bonds and (b) large unused cash balances,
The AgBank holds RD$S46.4 million in various bond issues, down nearly
RD$2.0 million from December 31, 1973. However, it has been permitted
to borrow against these bonds to z certain extent in the casc¢ of an
RD$33.0 mi.llion blorck. Other bond holdings are short-term and
rcasonably high-yielding. These are reasonable assets for Che Lok,

The past criticism of unused cash assets (D317,
million as of 12/31/72 has limited validity today. First, the cazh
balance is taken at year's end after the Bank has received heavy repay-
ments and beforc the crop season begins in ecarmest. Furthermore, the
Bank had reduced this balance to RDSI1.Y9 million as of 12/31/73 and
its new operational proccdures promise a similar reduction this year.
Second, the Bank maintains separate portfolios for accounts of various
donor loans which place restrictions on the use of the fundz they con-
tain. A large portion of these funds must be held in cash, not in
intercst-bearing accounts as would normallg/bc the case with subloan
whichlave been approved but not disbursed,.Z2/

A related recommendation that the Agbank divest
itself or non-banking functions, such as the conmodity price stabili-

zation funccion, has been successully accomplished.

AgBank Personnel are Tnsufficient in Number and

Quality

This criticism has been acknowledged by the Bank:
a personnel evaluation has begun under a new office for personnel admin-
istration established for this purposc, The reorganizacion described
above makes better use of existing personnel and the Bank is committed
to hire new and better prepared persomnel for the sector loan. [n thir
effort, a GODR subsidy for new salarics will be made available to the
AgBank. The problem of insufficient numbers has been ameliorated by
vtilizing SEA personnel in the lending process,

2/ Peat, Marwick, Mitchell & Co. audit examination of Decc, 31, 1573.
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As part of the sector loan, 150 new credit agents,
8 clerical/bookkeeping and 15 supervisory personnel will be hired by
the Bank. These will be at least vocational agricultural high-school
graduates or people with at least two years of higher education.
Training will be provided before these new agents enter the system. As
an adjunct to the loan the Bank will plan and implement a genecral person-
nel upgrading system for all Bank personnel, gearcd to professional
requirements established for each position. This is also a require~
ment under the PIDAGRO (IDB) loan.

The AgBink Should Reorient its Operations Toward
Those of a Development Rank, Focusing on the Entire Apricultural Sector
with Emphasis on Small/Medium Farms

Most of the improvements mentioned above are
directed toward this end, It remains a valid criticism that the
AgBank ig too conservative in outlook. This is caused in the main
by the fact that direct GODR support of the Bank is minimal and the
Bank has to cely on its earnings for its financial and operational
resources. The subsidized expansion of personnel contemplated unde::
the scctor loan should diminish this conservatism. Despite its
conservatism the Bank has expanded markedly its rate of lending, as
follows:

TABLE I

AgBank loan Activity

Amount Loaned Percent Percent
Year _ (RDS 000) Increase Total Loans Increase
1967 27,639 27,000
1970 29,244 8% 28,900 5%
1971 30,102 27 30,500 3%
1972 31,464 4.,5% 31,000 47
1973 43,253 37% 39,000 38%
1974+ . 50,000 15.5% 45,000 15%

*'rojected
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Institutional Capacity

Because of the substantial size of program funds
destined for small Ffarm credit, the large majority to be administered
by the AgBank, and problems heretofore associated with the AgBank,
the Sector Loan Committee undertook an extensive evaluation of the
Bank's absorptive capacity to handle these funds as well as those
provided thcrough normal growth and other donor loans.

The foregoing description of the problems of
the AgBank and the effort to correct these deficiencies is current as
of May, 1974, Twprovements made to date; the Covernment's stated inten-
tion to implement the remaining administrative, operational and
management improvements; the Government's willingness to hire the
additional personnel and provide the additional budgetary supper:
Tequired Ly the program; and the adoption of the éroup leadirs techaique
lead to the conrclusion that the AgBank is equipped to mect ite cespon-
sibilities in the sector program. SEA's intention to provide much
slower cosrdination with and support of Aghank operations, and the
immediate adoption of the group lending technique by SEA and the
AgBank will increase substantially the institution's ability to
deliver tne credit for which it will be fiscally responsible.

The composite estimate of the credit delivery
capability of the AgBank is based on (a) the probable impact of the
reorganizution and administrative improvements described above; (b)
the estimated capacity generated by adding new and generally beticy
prepared agents to the AgBank ard SEA; and (c¢) the estimated delivery
capacity added by the cooperative operation between the (wo azencics
in the field of small farm credit, To establish a theorctical base
capacity it was assumed that: (a) the 38% increase in 1973 repre-
sented a maximum effort on the part of the AgBank; (b) a 157% increase
in 1974 will take place as a result of "goodwill" generated in 1973
and because of ongoing improvement eliorts; (c) the full impact of
reorganization (207% more capacity) will be felt in 1975; and (d) an
additionai 207 increase in capacity can be brought on stream in 1975
as a result of additional 5tA/AgBank personnel; and (e) 211 factors
tending to increase lending capacity will be fully operative in 1976
when (1) agents will have gained needed experience, and (2) farm
groups will have been formed and oriented toward the effective use of
production credit, These assumptions indicate the following projection
of AgBank delivery capacity in temms of total eredit and total loans.
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TABLE 1[I

Estimated AgBank Credit Capacity

1973 1974 1975 1976

Total Credit

(RDS 000) 43,200 50,000 70,000 84,000
Total Loans 39,000 45,000 63,000 75,600
% Incrcase (Loans) (38) (15) (40) (20)

The estimated delivery capacity was compared
with the loan administration load expected to result from the
combinatioiof PIDAGRO, the sector program's small farm credit and
shifts in the AgBank's portfolio to lower loan amounts. Bascd
on experience to date, it is clear that PIDAGRO, because of its
average loan size of RD$4,800, and its emphasis on supplying
credits to borrowers who are already clients of the Bank, e.g.,
Agrarian Reform settlers and livestock producers, will not add any
appreciable numbers of new borrowers, even though total credit to
the sector will be affected. Shifts in the AgBank portfolio will
result in availabilities of RD$5.0 million in 1975, RD$9.5 million
in 1976 and RD$13.6 miliion in 1977 to borrowers in the category
below RD$19,000. The projection assumes an average loan size of
RD$7,500 for these funds. For sector program small farm credits,
it was assumed that 75% would go to groups averaging 10 borrowers.
Also 607% of the funds loaned in one year were preswuined to be
available for relending in the following year. based on thesc
agsumptions the load of credit, loans, and recipients (RD$350 each
for sector loan subborrowers) was projected as follaws:
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TABLE IIT

AgBank Credit to be Administered
Under the Sector Program

1975 1976 1977
AgBank Shift
Amount (RD$ 000) 5,000 9,500 13,600
Loans (additional) 667 1,267 1,813
Borrowers (additional) 667 1,267 1,813
AgBark Portion Sector Program
Amount (RD$ 000) 3,616 5,469 6,141
Loans (additional) 3,357 5,077 5,701
Credit Recipients (additnl,) 10,331 15,625 17,545

Thus, in the third year of the program, the
additional loan servicing required of the AgBank as a result of the
Program would be 7,514 more loans, or a total of 52,500, only 167
more loans than will be closed in 1974 and substantially below capa-
city projected for the period. However, the number of loans under
RD51,000 will increase by 60%.

(2) Secretariat of State for Agriculture (SEA)

SEA is the agency of the Executive authority
legally charged with formulating and directing the agricultural policy
of the country, administration of essential components of mudern
agriculture, and coordination with associated decentralized agencies
on virtually all aspects of the agricultural sector. The most iienportant
working components of the Secretariat are the Sub-Secretary groupines
of Production and Marketing, Rescarch and Extension, the Livestoc)
Department, and latelv, the Planning Office., The SEA's primary asscts
are the National Agricultural Research Center (NAIC) and seven regional
research and extension stations with their substations. SpA performs
essential services -- research, extension, market news, statistics,
having 2,000 of the approximately 6,000 public sector employees in
agriculture, But, the number c. suitably trained agriculturalists
employed by the Socretariat is ¢stimated at not more than 200, salaries
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remain low (about half that in the privete sector for equal capability)
and inadequate funding still hampers many operations. Under the
leadership of the present Secretary, SEA has begun a climb to pro-
fessionalization and service orientation. Qualified profrsgionals have
been placed in many key positions and increasing coordination is evident
throughout the organization. The Secretariat is asserting incrcasing
leadership in the sector,

SEA as a Credit Source (Supervised Credit)

A small supervised credit operation was established
in 1968 under an AID local currency project agreement and has made about
7,000 individual loans since that time. The program has concentrated on
farmers who were without access to other credit and has managed to qualify
about 1,000 for rcgular AgBank credit by building good credit records.
Recoveries bave been in the range of 86%.

A supervised credit staff of six supervisors serves
as the nucleus of the program, processing loan applications for submission
to the AgBank. The resulting supervised credit loans are included in
the AgBank statistics. Loan applications in the field are taken by
extension agents or AgBank personnel so that experience in credit and
cooperation has been developed. Group loans have not been undertaken
in this program. llowever, DDF methods and experience with group loans
are transferable. Loan criteria, operational procedures for field agents,
cconomic evaluation procedures and all other clements are well
developed and can easily be adapted for use by SEA and AgBank personnel.

The Secretary of Agriculture has agreed that the
supervised credit operation will adopt the group lending techniques
pioncered by ChF and expand the number of SEA agents working specifically
in this program by 100 as well as adding 5 supervisors and 10 clerical
personnel.. These new personncl will receive training concurrently with
new AgBank personnel, DDF officials estimate a required training period
of 30-45 days.

SEA has already begun to use its extension personnel
as credit agenis in concert with the AgBank and the nucleus of such

ersonnel is now sufficient to initiate group lending operations.
p ) O}

(3) Dominican Development Foundation (IDF)

DDF has operated as a non-profit orpanization since
1966 with the objective of cconomic and social development among the
rural poor. In recent years its program emphasis has been on group lending
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his projection asuumes relending at 60% of the
previous ycar and fully scheduled anmual disburscements thereafter. The
sector lour will provide for the use of the feeilitics of branch offices
of private banks to disburse and collcct NDF small farm credit in areas
which lack Agbank branch offices., This will permit the wideer nossible
credit coverage with greatest convenicace to elients who in all probabil-
ity lack inerpensive means of transportation.

(4) SEA Custodial Accounts

Selected commercial banks would provide facilities
for disbursement and payment of subloans to both groups and individuals.
Initially, perticipating banks would not assume credit review or collec-
tion responsibilitics on subloans; howcver, this would not preclude
future invoivement in the lending proccss,

SEA and AoBank credit agents would identify indivi-
duals and groups and prepare tie necessary documentation for subloans.
Regional supervisors would approve loans and authorize initial disburse-
ment through custodial accounts handled by the Bank., The government
credit agent would provide technical assistance and supervision on the
subloan and authorize subscquent disburscments during the cropping
cycle. The credit agent would also have Lhe responsibility for follow-
up collection efforts. Individuals or groups would present disbursement
documentation to the commerveial bank in order to receive monics and
would also be ableto make payments on subloans directly to the Bank.

Participatine banks will handle the bookkeeping func-
tions and advise SEA and ApBond rogional supervisors monthly on the
status of all subloan accounts. Preliminary talks indicate commercial
banks would handle this funclion for a one or two percent commission.

Some of the adviniases to this system arve (i)
although commercial banks do not initiaily participate with their own
funds, they stand to cain fivst houd experience in small farmer credit
and at the same time have the chance to cducate potential clients about
other bank secrvices, particularly savings: (ii) the source base and
coverage of swall farmer credit is crpanded; (1ii) the sublending
process would be speeded up, making il rore responsive to the needs of
farmers. ‘“his systen has precoedent i o provraun initiated by the
Dominicar bevelopuent soundation vhich cven pocs one step lurther in
that a limited number of banks are lending bank funds under a siiding
guarantee provided by DDF in which ygroup loans Lrow bank funds are
backed by a DV juarantee of variable slze, depending upon Lhe credil
history of the borrowing group.
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loan amounts below an agrced level with assurance of approval by FID:
if general criteria are met. Both the FIDE's Tndustrial and Tivestoch
Departments will be utilized, as appropriate, for the type of credit
involved. It is worth noting that, as a result of the World Bank's
Livestock Jwprovemeut Credit, FIDE and most of the participating banks
and financisl institutions have functional departments lor dispensing
agriculturail credits., Furthermore, the USATD has a great deal of
experience with FIDE operations and personncel resulting from two prior
privatz sector louns. Therefore, start-up problems are not anticipated.

These funds are to be used for the purchase and
distribution of agricultural inputs primarily by intermediate dealers
and suppliers. lHowever, farms up to the medium size level, to be defined
in letters of implementation, may alsc usec these credits. Also the funds
will be available to finance marketing and distribution facilities and
activities up to the retail level.

2. Marketing/Farm Management

a) Market/Rascarch and Information

The sector program will finance the creation of a
Market Rescarch/Information Office and capability within a restructured
Economics Denartment of SEA.  The technical assistance required for
three years of activity in this area and the additional operational funds
wlll be provided by the loan program. Technical assistance will be con-
tracted directly by SEA and the professional staff will be formed from
existing and, as necessdary, newly hired personnel.  Though the professional
staff requirements will undoubtedly change over time as different or
additional needs arvise, it has been estimated, through consultation with
1ICA and Michipan State Univevsity's Marketing consultants, that approsi-
mately seven professiovals iv Agricultural Economics; Marketing Research
and Analysic; Apricnlrurcal Journalism; Rural HMarket Management, Grades,
Standards and Repulalions; and Food Processing will have to be incorporated
into the system, The total three-year costs have been estimated at
$1, 250,000 of which $300,000 will be AiD loan funds for technical assin-
tance and trajiuing. The estiwatad annual costs are broken down ag
follows:

TABLE 1V
1974 1975 (000} 1976 1977
RD$ US§ RBS USS RDS uss RD$ uss

50 -0~ 300 150 300 150 300 -0~
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1. Create an institutionalized meehanism for market resecarcl
and information (for producers, consumers and businessmen), and
develop marketing regulations as well as marketing education and train-
ing within SEA, working in close collaboration with INESPRE and CEDOPY.
These actions will be designed to accomplish the following objectives:

a) Provide the necessary technical information and
statistical data nceded to improve estimates of supply, demand and price
relationshipe; provide needed storage, processing, transportation and
marketing institutions and facilities; and, determine the type and level
of governmental actions best sulted to meet supply, demand and distribu-
tion problems on a timely basis,

b) Pisseminale to producers and marketing subscctor
personnel information on present and probable future pPrices; acquaint
producers with sovernmental policies, actions and services available tao
assist them in making profitable production decisions and in gaining
access to the technical and financial assistance to carry out raticnal
production ani mariketing proprams,

c) Educate and train private sector marketing channel
persomnel in modern marketing procedures which yield more profits
and create greater consumer demand for wider varieties of better qualicy
food products.,

d) Pisseminatye to consumers the information needed
to make more intelligent nutritional decisions in the selection of food
products,

e) Establish quality a.d Purity standards for agricul -
tural products as well as for food handling, processing, marketing and
dispensing facilitics so that consumer confidence in the quality of food-
stuffs is prowmoted and meintained,

0 Devel p a municipal market planning and action program
to determine the needed administ-ative and regulatory changes which will
enable public nunicipal markecs to function more efficiently and worl witl
municipal gevermnents to bring about those changes,

2, Address supervised crndle to elements In the marketing «hannefn
in coordination with “hLe training of the sbove-mentioned merchants,
processoras, winloesalers and veltailers, This program should include
provizion of working capital where justified and should be used as a
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device to help the marketing system reduce uncertainties for producers,
wholesalers, retailers and the transportation network as vwell as to
stimulate healthy competition, higher volumes and lower price margins.

It will be used to maximize utilization of the present storage, refrigera-
tion and handling facilities and to expand or create new facilities where
economically feasible, Supervised credit will be structurcd to enable
borrowers to supply credit and inputs to producers under production
contracts and to provide capital to establish labor intensive operations.

3. Utilize public service radio broadcasting to include Ffarm and
consumer market information as well as nutrition, farm input supply and
credit, and home economics information to farmers in all sections of the
country,

b) Farm Management

The sector program will create an Office of Farm Manape-
ment which, 1like Marketing Research/Information will be located within
the Economics Department of SEA at the national level so that the two
offices can collaborate in the formulation of area-specific production/
marketing Packages of greater utility to farmers. Additional costs are
included under a., above,

At tihe: national level a unit of three M.S. or B.S. depree
holders in Agricultural Economics, Crop Production and Soil Science would
coustitute the nucleus for farm ranagement,  In the field, 22 extension
agents would be assiyned to work as regional or subregional farm manage-
ment specialists, tesponsible for executing microanalyses, developing
recommended managenent i'ractices for farms of the region and coordinating
the dissemination o thig information through the extension systen and
radio outreach prosrams.  The national level technicians will train
regional pevsonnel in techniques of microeconomic avalysis, crop production,
market aralvsis and o managewent,  They are to evaluate recormended
practices and information programs before public release in the respective
regions,

The purpose i to maximize small farm income by development
of intercropping, maltiple~cropping and rotation systems for both crops
and livestock operation,. These systems will be keved to evaluations
of the macketing svstenm so rthat, where possible, the crop cycle peculiar
to regions, suoregions and Sapmn groups can be keyed to periods of hiphest
price opportunilics,

FAO has agreed to retain as an aduluor to the pFars Vi e
ment Unit, an Apricultaral Leonomist with two years' capesience in 1]
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field with the Cibao Valley crop diversification project, the only
project to have developed such arca-specific information in detail in
the Dominican Republic.

c) Use of Raudio for Farm Tnformation

To broaden the base of information available and uscfu’
to farmers, merchants and consumers, SEA will cxpand the present level
of use of radio networks, Several govermment agencies, among them SEA
and INESPRE, have some expericuce in such efforts and the radio stations
are quite willing to previde on-the-air time at no cost.

As described in the Assessment, radio outreach measures
will not be a formal system -- rather, some of the 87 radio stations
throughout the country will be used to broadcast simple information on:

(1) Current and future market prices
(2) Yheve and how to obtain credit and inputs,
(3) Sasic agronomic information on crops which are

appropriate and profitable in certain areas at certain times =-- and how
to use extension services to acquire the technical assistance to produce

these crops.

) Information on nutvitional values of certain
commodities, c.g., fruits and vegetables (best market choices).

SEA will arvrange with appropriately located radio
stations to use goue on-the-air time for public service broadcasting.
This practice has developed jn several locations since the measure was
first dlscussed with 414 persovnel., Radio stations are generally
receptive to such public service breadcasting as a means of injecting
varicty into thelv prograwning,

The ditfeveace., i1l be primarily in the wider application
of the use of radio aad fa (he care taken in the development of materials
for broadeasting. “he added atiention vequited in this regard will come
from (1} the Market vescareh/Information Office, and (2) the Farm Hanage-
ment Office working in concert to develop the cconomie management
packages that can be recoumended with confidence to farmers, In addition,
home economics extensionists will be able to present: information on dict,
sanitation, food preparation and the like. Agents used for broadceasting



68 UNCLASSIFIED

programs neced not be specially trained. No additional AID or GODR
funds will be required for implementation of radio information broad-
casting. All observations confirm that transistor radios are in
widespread use in the countryside.

d) Pricing Policies

Prices for basic commodities are of major concern to
Dominican policy makers. The major responsibility for Govermment action
falls on INESPRE, with increasing influence from SEA by dint of its
growing data base. This data base is viewed as a means of reducing un-
founded speculation about stocks, future production, the necd to import
and the advisability of cxporting certain comnodities. As a matter of
policy SEA is attempting to divorce these decisions from politics and
base them on reliable technical evaluation. To insert the Agricultural
Council into the decision-making process would further politicize a process
which should te based on economic evaluations.

The GODR, primarily through INESIRE, has several means to
influence or establish and maintain incentive prices for major agricul-
tural commodities. Support prices are most cffective for non-perishables
-~ rice, corn, beans and sorghum. Farm prices for these crops have becn
raised to the levels shown below:

Rice (first quality) RD$ 9.90/cwt
Beans (Red) RD$19.75/cwt
Corn (No. 1) RDS 6.05/cwt
Sorghum RDS$ 4.25/cwt

Cost~benefit analysis and practical experience have shown
that, at current costs of production, these prices can provide incentives
for higher levels of technological inputs.

In addition to support prices established by the Government,
proc.:-ing industries assure profitable prices for tomatoes (RD$38/MT)
and peanuts (RD$9/cwt) which have stinulaed production of these crops.

INESPRE is moving to expaund the number of crops for which
it can influence prices. [t has undertaken case-by-case operations in
¢nions, potatees and garlic for which it has attempted to maintain prices
as follows:

Onions RD$10.33/cwt
Potatocs RD513.83/cut

Garlic RD539.62/cwt
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The extreme Seasonality of Production, low levels of
technology applied to pPreservation and storage and inconveniently
located storage facilities for such perishable comnodities still
present major problems which INESPRE is attempting to solve. However,
the floor prices achiceved to date appear to have stimulated production,
Nevertheless, brice stabilization of such commodities is often cost 1y,
even vhen crops are confined to well defined seographical locations,

The principle attack on the price problem for commodi -
ties other than those mentioned above, will be made in the marketing
and farm management arca where regional production patterns can he
adjusted to national demand and €Xport opportunities, and import
requiremeats can be predicted in advance. In thig regard, the linkages
between SrA, INESPRE and CEDOPEX mentioned in the Marketing/Farm
Management section above, are critical,

In the SEA Sectoral Assessment Process, the Market
Research/Information function wag conceived as the focal point of
the effort, CEDOPEX is well advanced in itg study of available export
markets for svecific conmodities and INESPRE is managing major import
requirements for staple food commodities. The division of responsi-
bilities betveen institutions is clear in the legal and administrative
context., It remains to increase the knowledpe and expand the capabili-
ties of the institutions through the action program in marketing spon-
sored by the loan profiram. SEA is well advanced in jitg thinking on
this point, having already arranged for the head of the Market Research/
Information 0ffice to train at the graduate level in marketing at
Michigaun State University. SEA has also begun the outline of its first

national marketing study,
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3. Human Resources

2) Agricultural Vocational Training

The loan will provide the dollar costs of technical
assistance and staff training. The GODR will cover the peso costs
for salariee, procurement and operating costs. The costs of thig
program, to be disbursed over four years, are estimated to be:

(in thousands) .
1574 1975 1976 4977 TOTAL
RDS USsS RDS USS RD$ US$ RDS UsS RrbpS uss

Equipment 30 15 45
Salaries '
Project Direction 20 60 60 60 200
Instructors 65 70 70 205
Technical Assistance 40 40 40 120
Staff Training 15 20 15 10 30 30
Operating Costs 80 80 80 240
50 235 60 225 50 210 40 720 150

There is no existing public vocational agriculture
training in the Dominican Republic. However, SEA, as part of the loan
program, plaas to carry out a pilot project in five of the seven
agricultural regions of the country. The target group will, to the
extent feasible, be those farmers participating in the farmer group
credit or other supervised credit programs. Approximately 2,000
farmers will be trained during the pilot phase of the project.

The vocational agriculture training project will be
established within SEA as an office of the Department of Extension.
An official notice to this effect, published by SEA, will be a pre-
disbursement condition. Other agricultural institutions will be

expected to participate in preparing course materials and male
provigion for occasional lectures, but the primary operationsl

responsibility will lie within SEA.

A Project Director and staff will make their headquarter s
at the National Agricultural Training Center in San Cristobal. Under
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ILLUSTRATIVE ORGANIZATION CHART OF

VOCATIONAL AGRICULTURE PROJECT
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the Dire:«tor, five Technical Supervisors with university degrees in
selected agricultural specialties will be posted at extension training
centers already existing in five of the seven agricultural regions of
the country. The predominant agricultural activity of small farmers
in the region will determine what the techuical specia lty of the
supervisor should be; that is, in a vegion whers beans and rice are
the principal crops, the technical supervisor will be a Field Crops
Specialist; in a repion where fruits and vegetables are predominant,
he will be an horticulturist. Each technical supervisor will have
two teams of instructors of two men ecach. The instructors will be
graduates of special agricultural schools such as the Superior
Institute of Agriculture (ISA) or the La Vega Agricultural High
School; in addition, they will have had some practical expericnce and
will undergn a special three-month training course at the beginning
of the project prior to the initiation of training of the first group
of farmers.

The operational plan for the pilot project is divided
into four phases which are summarized as follows:

Phase T (ends December 1974): Deuls with the completion
of detailed project plans, the scicction and assignment of the Project
Director, his staff and the tehnical supervisors, orientation and
specialized training, establishment of base line data and the selection

of instructional teams.

Phase 1T (January - June 1975): Approval by the GODR and
AID of detailed project plans; conduct specialized 12-week course for
20 instructors; complete ficld surveys; procure and install recessary
equipment for regional training ceuters; and, select farmers to be
trained.

Phase 111 (ngy 1975 - June 1976): Begin one-year farmer
training program in cach of the regional training centers. Instructors
will work in nairs and there will be two pairs of instructors at cach
center. Each team of instructors will train the farmers in groups of
25 which will wntate into the training centers on a veekly basis,

Fotal training 1or each group of farmers will amount to one mouth
Juring the course o 4 year and each team of instructors vil] bandle
ight different eroups of farmers during the year. The training
schedule will be arranged so that the instructors will visit each
armer at his Carm ac least twice during the instructional year for
‘ollow~-up purposes.  In addition to the visits, simple instructional
mterial will be used to reinforce the training when the farmers are
lot in the training centers. '
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. Phase IV (July 1976): Using the base line data collected
in Phase 1 and information derived from continuing evaluations being
carried out in Phase III, the SEA and USAID will make a comprehensive
evaluation in order to decide whether to expand the program or to
rodify and redirect it.

During the first training cycle each team of instructors
will have trained 200 farmers and each training center will have handled
400; the five training centers will therefore have produced 2,000
vocationally trained farmers.

U.S5. loan-funded technical assistance will be required
during the pilot phase of this activity and will consist of approxima-
tely 24 man months of vocational agriculture specialist services. Such
services will be used to assist the Project Director and his staff in
the training of instructors, the design of course curriculum and the
Preparation of material for the vocational course, and assist in the
Preparation and execution of evaluation and follow-up activities.

b) University Professional Training

The program contemplates cxpenditures of $240,000 pesos
by the GODR and $1.5 miltlion of loan funds to he disbursed over three
years as folluws:

(in thousands)
CYy 1975 CY 1976 CY 1977 TOTAL
Pesos US$ Pesos US$S Pesos US$ Pesos US$

Faculty Upgrading 350 350 350 1,050
Technical Assistance 150 150 150 450
Salaries and 80 80 80 240

Language Training

80 500 80 500 80 500 240 1,500

' The implementing agency will be the SEA working in
coaperation with the Univevsidad Nacional Pedro Henriquez Urefia and
the Universidad Catdlica Hadre y Maestra. The purpose of this eleni:nt
of the loan program is to expand the range and depth of professional
competence through the development of additivnal university curricula
in new fields of agricultural study.
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At present, Dominican universitics are able to effer the
equivaleat of a U.S. Bachelor of Science degree only in a very Jlimitcd
range of agricultural subjects. Locally trained agricultural profes-
sionals clearly lack the specialties and the knowledge of the latest
improvements in their disciplines which are necessary to the accomplish-
ment of lorg-term development objectives. Although over 150 Dominican
university students received grant-funded agricultural training in the
United States between 1966 and 1973, most of their studies were at the
under-graduate level; the returned U.S. trained students are being used
in the agricultural sector to the maximum extent but their training was
not sufficient to permit them to produce, within the country, the
continued output of equally qualified professionals from Dominican
universities. Moreover, Dominican agricultural requirements have changed
remarkably from their post-revolutionary low base and there is now an
even greater need for technological improvements and undcrstanding of
planning options.

The universities which will particdpate in this activicy
are Universidad Nacional Pedro Henriquez Urefia (UNPHU) and Universic .d
Catdlica Madre y Maestra (UCMM). The latter has an integrated agricul-
tural program with the Instituto Superior de Agricultura (ISA). These
institutions realize that they are in nced of wider range professional
agricultural training programs but their present capacities and
resources are such that plans for overcoming these deficiencies have
been held back. The sector loan program will initiate the required
long-range development program at the undergraduate level only. The
two universitics agree on the need to avoid duplication of effort;
therefore, it now appears that UCMM will concentrate on scientific
technological subjects while UNPHU gives emphasis to the planning/adminis-
trative side of agriculture.

The present activity plan calls for technical assistance to
the agriculture departments of the universities, and graduate level
training in the United States for Dominican professurs and instructors.
A contractual arrangement will be made with a U.S. university or
universities tc provide two full-time staff to work with UlPHE, b
and SEA in program development and curriculum planning both on present
course offerings and the following probable new fields of study to
be introduced:

Tood Technology and Production (UCMM/1SA)
Dairy Science and Production (UCMM/1SA)
Tropical Horticulture (UCMM/ISA)
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Agriculture Economics and Marketing (UNPHU)
Agricultural Education (UNPHU)

These disciplines are keyed to anticipated specialties
required in support of long-range production objectives.

In. addition to the full-time staff, the U.S. contractor
will provide approximately 24 man-months of short-term consultant
services in the ficlds of administration and curriculum development.
(The vocational agriculture specialist services mentioned in the
previous section will also provide some assistance to this activity.)
The services of a part time U.S. based coordinator for the U.S.
university group will also be loan-funded.

The advisors will assist the universities and SEA in the
selection of candidates to be trained at the post graduate level. It
is estimated that UCMM/ISA will send thirteen and UNPHU twelve partici-
pants to be trained over the course of three years. Both universitics
have students studying in the U.S. under the LASPAU program, but hecause
LASPAU's selections are based on competitive examination without regard
to specialty, the universities would not be able to program the training
requirements for their faculty; the program, therefore, is not suitable
to the universities present development needs. The U.S. advisors will
attempt to develop a plan between the universities and LASPAU to
accomodate the continued training requirements of the universities upon
completion of the loan program. No profcssor exchange is desired in
this program; therefore, the LAIF program is inappropriate. Since
training will be undertaken as a professional assignment and represents
an investment in manpower ou the part of the GODR, Educational Credit
Foundation loans to participants are not considered an appropriate
mode of financing.
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4. Rural Feeder Roads

This clement of the program is directed at two vital aspects
of the rural development process. ‘'The first, employment generation,
will result in increased incomes for a significant number of rural
workers during the times that they are not othervise productively
employed in agricultural activities. The second aspect involves the
integration of the small farmer intn the money economy by providing
increased access to markets for his prcducts, as well as better
communication with other rural communities.

Under the program, it is anticipated that a total of 82
kilometers of penetration and 55 kilometers of secondary roads will be
constructed.=/ The disbursement of program funds for the penetration
and secondary roads, as well as the anticipated number of kilometors
of road to be constructed during each year of the program, is shown
below:

TABLE L

Year 1 Year 2 Year 3 Year 4 Total

$ (000) 60 660 660 620 2,000

Km. of penetra-
tion roads - 28 28 26 82

Km. of secondary
roads 4 18 18 15 55

The GODR and AID will each contribute $1.0 mil. in local currency
to the program and all disbursements will reflect this equal division.

Thz implementation of the program will be effected by SEA in
conjunction with the Rural Feeder Roads (Caminos Vecinales) Division of
the Secretariat of State for Public Works (SOP). SEA has already

L/ According to GODR standards, the basic difference between rural
secondary and penetration roads relates to location, rather than
design,
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participated, in conjunction with the Agricultural Reform Institute,
IDECOOP, SOP and the National Planning Office, in the establishment
of a GODR nmational policy for construction of feeder roads. (A two
year National Rural Road Plan, resulting from this coordination, is
expected to be issued shortly.) A further strengthening of SEA's
coordinaticn of apricultural policy will be provided through its
primary role in the sclection of the roads to be constructed under the
program, as well as rhrough its control of all merged program funds
relating to feeder roads. In this way, there will be adequatc¢ assur-
ance of an interrelationship between road construction efforts and
priority agricultural activities under the Loan Program.

Ceminos Vecinales was incorporated as a division of SOP in
November 1370, in an effort to coordinate rural road construction
activities and to establish an overall GODR policy regarding the
location and construction of rural feeder (farm-to-market) and access
roads. This represented a departure from the prior policy of various
GODR agencies constructing their own feeder roads with no central
direction or attention to overall goverrmental priorities.

The Sector Loan Committee has determined that Caminos Vecina-
les, in conjunction with other SOP divisions, has the necessatvy
administracive and technical capacity {see SOP organization chart,
Annex B, Exhibit 5, (£)) to implement the activitics envisaged under
the program, in addition to its normal activities. The additional
number of permanent personnel to carry out these additional responsi-
bilities is minimal and readily available.

In the case of resource allocation, however, as a result of
limited budget appropriations in the past, Caminos Vecinales hac had
to limit its construction activities to a level considerably below the
needs of the rural sector (1973 expenditures, for example, were $1.2
million, an amount which has not increased since 1970, and $180, 000
for equipment maintenance). The forthcoming $2.0 million in additional
resources ($1.0 million in AID loan resources, supplemented by an
equal GODR counterpart contribution) from the Sector Loan Program will
enable Caminos Vecinales to increase its construction activities from
its present average of 160 kilometers per year to a sustained level of
210 kilometers by 1975 and beyond.

The GODR/AID rural feeder roads program will undertake over a
three-year period, the construction of 82 kilometers of penetration
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roads, and 55 kilometers of secondary rural roads, over and above
Caminos Vecinales' present level of construction activity, and will

be administered separately from Caminos Vecinales' other activities,
Accordingly, separate accounting, supervisory and administrative
measures will be taken. The decision reached during Intensive Review
to devote the greatest percentage of Loan Program resources to penetra
‘tion roads was made on the basis that this particular form of construc
tion is the most labor intensive of all Caminos Vecinales' activities,
empleying approximately 134 skilled and unskilled workers per road
activity. Assuming an average length of 2 kilometers per penetration
road and 10 kilometers per each secondary road, 41 penetration road
sections and 6 secondary roads, employing a total of 5,084 rural
workers, will be built over the three years of the program. The
constructisn of all roads will be undertaken, to the maximum extent
feasible, during times when rural workers are under or unenployed in
order to avoid competition with ongoing agricultural activities. The
annual income of the rural worker will thus be augmented considerably,
with additional secondary benefits accruing to the rural sector as a
result of such increased income.

Rcad construction under the program will begin on a pilot
basis and will be expanded progressively, based on initial experience.
The labor force, with the exception of the few additional necessary
permanent Caminos Vecinales professional and skilled personnel, will
be recruited, as is presently the case, from inhabitants in the area
in which the roads are to be constructed. All temporary labor, with
the exception of.skilled workers, who will be hired on a contract
basis, will be paid at a monthly rate according to present practice.
During Intensive Review the Sector Loan Committee explored the
possibility of a piece rate basis of payment. It was found that this
method was impractical in the Dominican context, partly due to the
fact that workers are accustomed to monthly payments, and partly as a
result of anticipated extra administrative efforts and associated
tosts which vould result from piece-rate payments.

Maintenance of roads build by Caminos Vecinales is the
‘esponsitility of SOP. 1In practice, SOP does not have sufficient
‘esources to maintain adequately the entire Caminos Vecinales network
f roads and, consequently, many roads become impassible after a
‘elatively short time. It is evident that this maintenance capacity
'ill have to be improved. Accordingly, the Sector Loan Committee
‘ecommends, as a condition precedent to initial disbursement for the
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rural feeder roads element, that the GODR furnish AID with evidence of a
satisfactory feeder road construction and maintenance plan. In addition,
during loan negotiation discussions the USAID will attempt to gain a
GODR commitment for continuous annual funding to Caminos Vecinales beyond
the program period to sustain the higher level of construction activity
begun under the program.

During Intensive Review, the possibility of utilizing a disburse-
ment mechanism based on fixed cost reimbursement was considered. After
examination of this alternative, it was decided that this system would be
incorporated into the overall program method of merged release of funds.
Accordingly, an average fixed cost per kilometer of penetration and
secondary road, will be agreed upon by the GODR and AID, An initial ad-
vance of commingled funds (507 GODR, 507 AID) will be made to Caminos
Vecinales to cover the first 60-90 days operating costs. Thereafter,
Caminos Vecinales, prior to receiving further advances, will present to
AID proof (in the form of vouchers or similar forms of documentation)
that the funds released under the prior period of advance have been ex-
pended for the intended purposes of the program. Physical verification
of kilometers of road completion will be made subsequently by the USAID
engineer, and the responsible officials of Camincs Vecinales.

Initial selection of individual road segments or networks has
been based on a review of a draft of the National Rural Roads Plan for
1975-1976. 1In developing this plan, the GODR has collected information
from the principal GODR agricultural agencies, which relates the needs
of the rural sector for access roads in various regions to the priority
crops to be emphasized during this period. Of the road networks in-
cluded in the GODR plan, a number have been tentatively identified for
selection under the program, (see Annex B, Exhibit 5, (a), for full list)
having met the following general criteria: (1) location of the road in
areas inhabited by large numbers of the target farmer group; (2) a
positive relationship between the penetraticn road and marketing sub-
centers; (3) maximization of hand labor content; (4) crop production
targets priorities of the GUDR.

Given the budgetrary constraints under the program, it becomes
quite apparent that not all desirable road elements can be undertaken and
that those selected must be sequenced over time. 1In light of this limi-
tation, regional feasibility surveys will be performed, and a number of
subregions selected, with emphasis placed on high correlation of the
location of feeder roads to the other aspects of the Loan Program. This
effort implies a broad range development which would open up relatively
isolated farm areas to domestic market centers and consolidate the various
elements of the national feeder road network. (Individual road segments
are not likely to receive emphasis unless a particular road network is
enhanced by such a siugular link to a domestic market). This subregional
approach essentially would encompass an integrated economic area in which
development is depressed due in part to the lack of a system of access roads.
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On the basis of the data gathered during the preliminary
surveys, the elements of road access, marketing, land use, area
resource endowments and production coefficients, average income levels
of subregional recipients and any other applicable considerations, will
be taken into account. The GODR will then employ a technique of rank-
ing individual roads and road networks in order to measure the value
added to each subregion as a result of the penetration road and the
other program inputs. (See Annex B, Exhibit 5, (b), for suggested
methodology.) The road selection computer medel devised will attempt
to show the optimum situation with respect to increases in production
brought abcut as a result of incremental capital inputs and increased
access brought about by the newly constructed road, as well as to verify
that regional betterment resulting from various direct activities, such
as feeder roads and credit assistance, can be effectively measured.

Accordingly, the array of road construction activities would
be ranked in priority order, based on net subregional value added for
each arca and selected for construction within the allocative limits
of funds available under the program. As a final step, the computer
print-out of each selected road activity would be recorded and stored
for future evaluations of effectiveness. Thus, a system of investiga-
tion, implementation and review would provide a synergetic package
encompassing all aspects of the program analysis.

The design for both the penctration and secondary voads to be
constructed under the program (see typical cross sections, Annex B,
Exhibit 5, (c), will follow the general standards employed by Caminos
Vecinales.

The roadbeds, which will vary from 6-7 meters, are primarily
designed to accommodate anticipated present traffic flows, with a
staged construction concept which facilitates future expansion. In
areas of relatively flat terrain (natural gradients less than 1-27)
design standards regulating curveture and grades will be relaxed somc-
what to facjlitate labor intensive techniques while maintaining user
safety criteria. On hilly terrain the roads will be constructed in the
traditiona® side hLill cut method.
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The following design criteria will be employed under the

program:

Secondarx

H 10 minimum

7 meters

15 cm,

45 . /hr.

H 20 (AASHO)

AASHO Standard Loading

Roadway Width (turnouts
on curves)

Surface Thickness

Vehicle Maximum Design
Speed

Side Slopes
Hill
Cut

Superelevation (maximum)

Maximum Unpaved Vertical
Grade (0.5 km. with
critical length of 70
meters)

Drainage
Culverts

Bridges for shallow,
generally dry gulleys

Bridges-composite reinforced

concrete loading

Penetration

H 10 minimun

6 meters

15 cm.

45 km. /hr.

16%

CMP’

California Ford
(with culvert)

The rough road alignment will be determined by Caminos Ve |-

nales and cstablished as the centerlin

and economic analysis,

field engincer level and

The average cost of const

above road standards,

e for purposes of coust o jraten
Actual design work will be accomplished a1 he
approved by Caminos Vecinalcs.

ructing penetration roads to the
taking into account variations in terrain (3
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categorics — level, rolling and mountainous) is $9,725 per kilomecter,
including a 15% contingency factor to allow for inflationary considera-
tions over the three year program period. The average cost per kilowme-
ter of secondary roads, including a 10% contingency factor, is $17,470.
It is pcssible that, through increased organizational efficiency,

these costs could be reduced, and/or the labor content increased. The
development of further efficiencies will be explored with Caminos
Vecinales.

The cost of maintaining the penetration and secondary roads,
respectively, constructed under the program is estimated to average
$600 per kilometer per year and will be provided by the GODR in
addition to its contribution to the program. Equipment and vehicles
needed primarily Lo construct secondary feeder roads, and to somc
extent penetration roads, will be provided by the GODR frouw sources
outside the program. An overall plan, encompassing both construction
and maintenance elements, will be provided to AID by the GODR prior to
initial disbursement for rural feeder roads. 1In the case of both
construction and maintenance, primary attention will be given to
maximizing hand labor content.

The following costs of additional permanent personael needed
to administer the program, are included in the GODR counterpart con-
tribution:

1 Engineer/Supervisor at $7,200 $ 7,200
2 Engineer/Inspectors (one for each area)
at $6,000 12,000
5 Project Supervisors (one for each two
projects) at $3,600 18,000
2 lMechanics at $5,400 10,800
6 Drivers at $2,400 14,400
1 Accountant at $6,000 6, 000
2 Clerks at $2,400 4,800
Total $73,200

Taking into account a contingency factor of 107 for cacl of
the two succeeding years, the total threc year cost of additional
personnel to the program is the following:
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Year 1 $ 73,200
Year 2 80,520
Year 3 88,572
Total $242,292

The total program cost breakdown by element is shown below:

AID GODR Total
Personnel $ 242,000 § 242,000
Secondary Rcad
Construction $ 600,000 358, 000 958,000
Penetration Road
Construction 400, 000 400, 000 800, 000
Total §1, 000, 000 51,000,000 $2, 000,000

The construction of 55 kilometers of secondary roads and 82
kilometers of penetration roads will result in an estimated total of
254,195 man-days of employment over the three years of the program.
The benefits of this increased employment will reach approximately
5,084 skilled and unskilied rural workers, each working an average of
50 workiug days per year when they are not gainfully employed in other
agricultural cideavors. (It is important to note that the make-up of
the work crews will change constantly as workers tend to their own
lands or provide services to other farmers.) Thus a total of $778,526
in additional wages (sce Annex B, Exhibit 5, (d) and (e) for methodology
employed) will be attributed to the rural sector, with an average
increase of $163 per year per worker. This is a significont increment
to the average small farmer annual income of approximately $370, which
in turn, is about one half that of the economically active farmer
average of §740 per year. 1In addition, it is quite likely that
important secondary economic benefits will accrue to rural areas as a
result of_the magnitude of this overall increase in rural income.

In addition to the above immediate benefits to those workers
directly involved in the construction process, another important aspect
of rural development must be considered: tne develcpment impact
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resultinm from the increased access to agricultural markets. Expericnce
in both the Dominican Republic and other countries has shown that the
overall benefits to the rural sector are magnificd as a result of road
access, and that significant increases in crop production result frow
rural feeder road construction.
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" C. Loan Administration

Loan Monitoring and Execution

USAID/Dominican Republic will ensure that conditions precedent,
the covenants contained in the Loan Agreement, and the prccedures re-
quired thereunder by Implementation Letter or otherwise will be observed.
USAID personnel will make periodic inspections and reviews of the pro-
gram, assisted by contract and AID/W personnel, if required.

Periodic audits of the loan will be made by AID at such times
as may be deemed appropriate. Quarterly progress reports and such
other reports as AID deems appropriate will be required of Borrower.

Primary responsibility for monitoring the loan rests with
USAID/Dorinican Republic, assisted by AID/W personnel as appropriate,
Disburgement vequests will be reviewed by the USAID's Agricultural
Development, Capital Resources Development, and Controller Divisions.
Progress of the program will be monitored by the USAID's Agricultural
Development Division,

2. Firancial Plan

The total cost of the Program is estimated at $33.9 million
of which $12 million will be financed with loan funds and $21.9 million
by the GODR. On this basis the AID loan will finance U.S. dollar costs,
estimated at $1.95 million and the equivalent of $10.05 million of local
currency costs of the Program. The GODR contribution will be provided
on a timely basis from the annual funds allotted for investment and
operating costs within the central budget of the country, and this con-
tribution will be in additiou to the GODR's normal investment and
operating budget and disbursements to the implementing agencies. U.S.
dollar and peso disbursements of this sector loan are planned to be
effected over a 36 month period, beginning approximately November 1974.
We estimate that to start up the disbursements of the $12.0 million
loans, approrimately $435,000 in Dominican pesos representing estimated
1974 expenditures will be advanced following satisfaction of the appro-
priate conditions precedent. The balance of $9,615 million in Dominican
pesos and $1.95 nillion in U.S. dollars is anticipated to be dishursed
as follows: $3.340 million during CY 1975, $3.355 million during CY 1977,
and 32,920 willion during CY 1977. An overall breakdown of the estimated
disbursement schedule by program elements is shown in the following
Table !, and the estimated disbursement gchedule by implementing agency
is shown in Table 2.



S$MALL FARM CREDIT PROGRAM

MKTG. RESEARCH/FARM MGMT. PROGRAM

FIMAN RESOURCES PROGRAM

FEEDER/ACCESS ROADS PROGRAM

TOTAL AGRICULTURAL SECTOR PROGRAM

Table 1
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Table 2

DI SBURSEMENT SCHEDULE BY DPLEMENTING AGENCY

(in thousands)

1974 i975 1976 1877 TOTAL
GODR AID GC2R AID GODR AID GODR AID GODR AID
Pesos  Pesos US$S  Pescs Pesgs USS  Peses  Pesos USS Pesos Pesos USS Pesos Pesos  US$
80 500 500 500 1,580
15 15 103 160 85 &5 200 200
50 3G0 150 300 150 300 950 300
50 2233 73 225 75 210 720 150
: 506 20 500 a0 500 240 1.500
195 13 1,215 nn72s 1,19y 85 725 1,099 500 3,690 200 1,950
160 qgn G20 980 3,100
60 200 260
SS 95 475 475 L85 485 445 445 1,500 1,500
30 30 330 330 330 330 310 310 1,000 1,000
155 155 835 835 83> 835 675 675 2,500 2,500
500 280 2,820 1,640 2,629 1,650 2,410 1,430 8,360 5,000
30 30 332 333G 330 330 310 310 1,000 1,000 N
20 20 260 260 270 270 250 250 800 800
60 60 680 680 690 690 620 620 2,050 2,050
1,000 2,000 2,000 3,000
60 60 1,680 680 2,690 690 2,620 620 7,050 2,050
30 30 332 330 330 330 310 310 1,000 1,000
835 435 6,635 3,340 725 7,440 3,355 725 6,990 2,920 500 21,900 10,050 1,950
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All operational costs of the government entities involved in
this program will be funded by the GODR. The U.S. dollar costs of train-
ing and technical assistance will be assumed entirely by AID.

After the fulfillment of conditions precedent, AID will process
a first disbursement request, which, in concert with GODR funds, will
be distributed among applicable sub~implementing agencies to meect approxi-
mately two months program requirements. However, throughout the life
of the program the amount of each advance to be allocated to any imple-~
menting or sub-implementing agency is to be determined prior to each
disbursement based on estimated need and the demonstration of financial
and physical progress towards loan targets. The AID and GODR contribu-
tions to the program will be on a predetermined ratio, and the AID funds
will be deposited to the Special Account simultaneously with or follow-
ing the GODR contribution.

3. Disbursement Procedures

a) U.S. Dollar Costs

No U.S. dollar procurement of commodities is contemplat-d
under the loan. U.S. dollar costs of the loan will be disbursed for
training and technical assistance components of the sector program.

U.S. dollar disbursements will be made using standard AID
procedures by issuance of letters of Commitment and making payments
thvough the use of Letters of Credit for dollar costs of services pro-
cured for the program in accordance with the terms of the Loan Agree-
mant.  Disbursement of dollar costs will be made exclusively to finance
the procurement for the program of services having both their source
and origin in countries in Code 941 of the AlD Geographic Code Book as
in eflfect at the time orders are placed or contracts are entered into
for such gervices., ANl transportation financed by dollar costs under
the Loan shall have 3's source and origin in countries included in Code
941 of the AID Geograph®r Code Book as in effect at the time transporta-
tion is initiated.

b) Local Currency Costs (Domirican Pesos)

(3) Loan Aprerment Procedures

The Loan Agreement shall be denominated in United
Stated dollars insofar as repayment to the U.S. is concerned, but will
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clearly state that (except for U.S. dollar amounts set aside for pro-
curement »f dollar cost training and services directly related to the
sector program) the U.S. dollars are being lent for the purpose of con-
verting them into pesos so as to satisfy stipulated peso needs of the
sector program. The agreement will also indicate the uses for which

the pesos are destined, the executing agencies which will be responsible
for expending them, and the time period over which they are to be ex-
pended.

fii) Request for Dishursement

AID should receive requests for disbursements at
least thirty, and preferably sixty days prior to the expected disburse-
ment date, to assure adequate time for processing and for peso genera-
tion by botk AID and the GODR. To obtain disbursements, now anticipated
to be on a quarterly basis, the Secretariat of State for Agriculture
will transmit to USAID/Santo Domingo a request showing the neceds of
the several sub-implementing agencies requiring program funds, and a
report on the progress of all sub-implementing agencies toward loan
goals. Each request should also provide information with respect to
the flow of total resources of the implementing or sub-implementing
agency for the ninety-day period prior to the proposed date of release,
and for therinety-day period subsequent thereto. These requirements
will be detailed further in an Implementation Letter.

(iii) Peso Generation Procedure

(a) AID Loan Peso Generation Procedure

The direct couversion is expected to be em-
ployed in accordance with the following system:

(£) Upon AID approval of the request for
disbursement, USAID/DR will prepare a D.R. pesos voucher and transmit
it to U.S. Treasury for issuance of check. U.S. Treasury will issue
a U.S. dollar check for deposit to GODR Free Dollar Account and in
return reczive a check or credit advice for an equivalent amount of
D.R. pesos. This check or credit advice will be deposited with First
National City Bank of New York. FNCB will immediately cable its 3anto
Domingo Branch to this effect and the U.S. Treasury will issue a check
drown upon First National City Pank, Santo Domingo and forward it to
the USAID/DR Controller.
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Upon the issuance of the check, the Loan
will be charged with the U.S. dollar equivalent.

(II) Upon deposit to the SSA of the Secretariat
of State for Agriculture, the funds will lose their separate identity
and be merged with GODR funds in the same account.

(b)  GODR Peso Generation Procedure

To implement the GODR's dirent budgetary con-
tribution procedure, the following system will be employed:

(1) Simultanemously with its request for AID
Loan disbursement for the local currency requirement of the Loan Pro-
gram, the GCDR's administrative agency, the Secretariat of State for
Agriculture, will send an allotment application.in an amount which
covers t.e total AID peso contribution, as stipulated in the Loan Agrec~
ment, to the Budget Office. The Budget Office will send the authorized
application to the GODR Controller's Office which will prepare a Libra-
miento de Papo form for the GODR Treasury Departmeat. The GODR Treasury
will issue a check for credit to the above mentioned SSA of the Secre-
tariat of State for Agriculture in the Banco de Reservas for use in the
Agricultural Sector Program in accordance with the Loan Agreement
517-1.-027,

(II) Upon receipt of pesos allocated by the

GODE to the 35A, the funds will then lose their separate identifv and
be merged with AID-disbursed funds in the szme account.

(iv) The Special Segregated Account - Release of Commingled Funds

It is uow anticipated that the Special Segregated
Account will be 2gtablighed in the Banco de Reservas. Both the SSA and
the implementing and sub-implementing‘agency accounts to which the com-
mingled funds will ultimately flow will be current, that is, non-interest
bearing accounts. Pesos depogited in the SSA account will be non-
divertible from the sector loan program inasmuch ag each deposgit to
the 554 of AID-loan-generated pesos will be accompanied by instructions
from the USAID Controller to the Banco de Reservas as to the AID/GODR
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agreed-upon releases of merged funds. That is to say, a specific amount
of commingled funds will be designated for the use of eacii authorized
recipient agency and no agency will be permitted to draw more than its
designated amount. Each release from the SSA will require approval of
the Secretariat of Agriculture.

4. Procurement Procedures

Procurement of dollar cost training and technical assistance
will be made in accordance with the Capital Projects Guidelines M.0.
1442.1 as appronriate.

5. Evaluation Plan

This loan program shall be evaluated at least annually during
the disbursement period to measure progress at the end of CY 1975,
CY 1976 and CY 1977 plus at least one follow-up evaluation approximately
one year subsequent to the Terminal Disbursement Date. The evaluztion
will endeaver to measure in overall terms progress toward the primary
objectives of the loan a) as outlined in the loan document and b) on
the basis of the progress and "end of program' indicators listed in
Annex B, Exhibit 4.

It is couatemplated that these evaluations will be carried out
jointly by the GODR and A.I.D. (USAID/Santo Domingo or AID/Washington)
plus such outside expert assistance as the evaluation team may consider
necessary and appropriate at the time of preparation for the evaluation.

The GOIR will have the responsibility for the collection of
the data necessary to permit the annual review of the progress indi-
cators.

Evaluation indicators will be set forth in Implementation
Letters.
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SECTION 1V - CONDITIONS PRECEDENT AND COVENANTS

In addition to the usual conditions precedent and covenants, the Agri-
cultural Sector Loan Committee recommends that the following be con-
tained in the Loan Agrcement: :

Conditions Precedent

(1) Prior to the first lisbursement or the issuance of any commitment
documents under the Loan, AID shall have received in form and substance
satisfactory to AID, evidence that:

(a) The Agricultural Bank has lowered its maximum loan limit to
an amount not in excess of $50,000 per loan. It is the intent of the
parties to this Agreement that this reduction in the maximum loan limit
will result in making available RD$5,000,000 for lending to small and
medium size farmers, that is, those farmers who require loans not in
excess of RDS50,000, Accordingly, prior to disbursement, the Borrower
shall furnish evidence of arrangements by the Agriculturzl Bank to in-
sure that this maximum loan ceiling will not be circunvented by the
making of ‘multiple loans to.the same subborrower,'directly or indirectly;’
and,

(b) The Central Bank hasg established a discount rate for agricul-
tural loans, which rate is lower than the discount rate for commercial
or industrial loans.

(2) Prior tc any disbursement or the issuance of any commitment documernt
under the Loan for Input/Marketing Credit, AID shall have received in
form and subscance satisfactory to AID:

(a) The supply and inventory procedures to be followed by
IDECOOP and SEA:

(b) Evidence of the designation of trained managers to administer
input distribution points; o
(c) Evidence of the selection of cooperatives and extension

stations appropriately located pursuant to Program objectives; and,

(d) The terms and conditions applicable to input credit and
prices.
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(3) Prior to any disbursement or the issuance of any commitment docu-
ment under the Loan for Marketing/Farm Management, AID shall have
received in form and substance satisfactory to AID cvidence that a
Market Research/Information Office and a Farm Management Office have
been created within SEA.

(4) Prior to any disbursement or the issuance of any commitment docu-
ment under the Loan for Agricultural Vocational Training, AID shail
have received in form and substance satisfactory to AID, a plan for the
establishment on a pilot basis of an agricultural vocational training
program, which plan shall inciude, inter alia:

(a) The organization of the training program:
(b) The personnel to be required including their qualifications;

(c) The technical assistance requirements and how said require-
ments will be met; and,

(d) Criteria for.the selection of the people to be trained.

(5) Prior to any disbursement or the issuance of any commitment docu-
.ments under the Loan for University Professional Training other than
for technical assistance, AID shall have received in form and substance
satisfactory to AID a plan providing for the upgrading of the profes-
sional faculty of the participating universities.

(6) Prior to any disbursement or the issuance of any commitment
documents under the Loan for Feeder Roads, AID shall have received in
form and substance satisfactory to AID, an agreement between SEA and
SOP (acting for Caminos Vecinales), which shall set forth:

(a) The specific responsibilities of each party for the implemen-
tation of the feeder and penetration road program;

(b) The contribution of SOP to the Program, including the pro-
vigion of necessary road constructjon equipment and additional per-
sonnel; and

(c) Plans and responsibility of SOP for the satisfactory mainte-
nance of the fceder and penetration roads constructed under the Program
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Covenants

(1) Borrower covenants to cause the Agricultural Bank, unless AID
otherwise agrees in writing, to lower its maximum loan limit to:

(a) 625,000 per loan on or before October 1, 1975; and

(b) To $10,000 per loan for agricultural production and $20, 000
per loan for all other types of lending on or before October 1, 1976.

The arrangements to prevent Zircumvention of maximum loan limits
required by Section IV (1)(a) shall be equally applicable to the
maximum loan limits prescribed herein.

(2) Borrower covenants and agrees to cause the implementing agencies
to seek AID written concurrence prior to effecting any changes in lend-
ing criteria which have been previously submitted to and approved by
AID pursuant to the Program.

(3) Borrower agrees to undertake a systematic study of the basic prob-
lems of land tenure and use in the Dominican rural sector to examine
these problems in relation to long-rarge production and social goals
and focus on institutional and policy changes such as taxation and land
transfer mechanisms which may be necessary to solve such land problems.
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SECTION V - ISSUES AND DAEC CONSIDERATIONS

After the LA/DALC consideration of the Agricultural Sector loan 1RR
on April 9, 1974, comments and guidelines were given in STATLE 085059 re-
garding a number of issues, proposed poli-y actions, and identificed ac-
tivities which were recommended to be brought to the attention of re-
viewers in the CAP. 7hese items are summarized below, followcd by
references to the Scctions of the CAP in which they are addressed.

Ability of GODR to use effectively credit content of the loau program

Analysis of the ability of the GODR to utilize cffectively tiuc rag-
nitude of proposed credit within an expanded time frame of three years,
shows that the credit can be extended and used as planned. Spccial er-
phasis has been given to small farmer group londing mechanisris, I'recize
criteria have been developed for small farmer lending under tne procrarn.
(See Section III A and B.1.)

_GODR policies affecting the loan program

During intensive veview several policy questicns were explored
including (1) budgetary plans and allocations (sec Section I B. and
III B.1.); (2) pricing policies (see Section III B.2.); (3) policy shift
in AgBiénk leading to lower loan ceiling (see Section III B.1.); (4)
increase in agricultural interest rates (see Section Iil b.1.);
(5) mechanisms to provide incentives to commercial banks (see Section
ITI B.1.b.); {6) lezal and adninistrative changes which are to be carried
out as a Condition Precedent (see Section IV); (7) degree of planning
achieved with GODR and private entities in the design of the loan pro-
gram (sec Section I1).

Incowe distribution objectives

Technical and economic feanibility of the micro-economic analysis
demonstrates that farm incomes will be improved and a higher level of
technology will provide creater employment. Criteria for lending credit
will assure a nuximun participation by small farmcrs. Those outside
the target proup at a lower level are eXpected to be reacied indirectly
by the Program and directly by related programs of. Lthe GODR. (Sce Sec-
tion IIT B.1. (c).)
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Institutional constraints

Various elements of the loan program will address the need to
strengthen institutional capabilities of GOLR implementing agencivy,
The GODR has initiated discussions with IICA for the possible use of
its management services as technical assistance for itg HMarketing Re-
search/Farm Management sub~program element. (Sce Section II B, and
Section II D. 3.)

.Linkages

Selection of feeder roads will be made by SEA to correspond with
the needs of farmers in inaccesible areas to receive credit and ser-
vices. Regarding research, linkages have already been established by
SEA with CIAT to provide technical assittance in rice and bean produc-
tion efforts, (See Section 11T B.4 and II D.5.)

Program relationship with other donor inputs

Analysis of other donor inputs into the agricultural sector shows
that while other donor organizations are providing substantial assis-
tance to agriculture, their programs and the program of this loan are
complementary and not in conflict. AID's capital assistance will fill
a8 regource need not being,met-by other donors. (See Sections IT D.
and VI B.)

Role of cooperatives

Existing cooperatives have the capability to participate in input
marketing, complementing other entities in the delivery system; Chan-
neling of inputs through cooperatives will strengthen the viability of
existing cooperatives and provide incentives to create new cooperative
groups. (Sce Section III B.1. (b) and (d).)

Guarantee loan fund

No AID financing will be provided for a guarantee loan fund. The
GODR plans to activate its existing guarantee loan fund in the Central
Bank as an incentive to commercial bank lending to agriculture. (See
Section 1II B.1.)
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Rural feeder roads

The design of rural feeder roads construction will maximize hand
labor content, providing employment and inereased income to small farmcrs
during the off season. Attention has been given to construction of
these roads on a regional, rather than individual basis, in order to
maximize the effectiveness of all elements of the loan program. Details
in the narrative describe financial procedures for disbursement costs
of feeder roads. (See Section III B.4.)

Higher education

This element will build upon the previous AID participant training
programs and provide a continuing flow of trained people from indi-
genous institutions and will be limited to two Dominican universities
for B.S. degree training. LASPAU-LATF alternatives and ECF funding of
participants were not considered appropriate to this program element.
(See Section I1I B.3.)

Vocational training

Analysis has been maae of estimated costs and results of both formal
ancd non-formal vocational training programs for sub-professionals and
progressive small farmers. The "Radio Outreach Program" will only

marginally affect the vocational training group througih its dissemina-
tion of marketing and crop information and is not a component part of
the vocational education program. (See Section III B.31.)

Land use

The USAID does not consider this a propitious time to deal directly
with land use policy. The cadastral survey element of the current 1Db
PIDAGRO program is a prerequisite for land reform, It is anticipated
that IDB intends to consider provision of external assistance in support
of a GODR land use plan as a part of a PIDAGRO II program. The criteria
for receipt of credit under the AID sector loan program will influence.

a more efficient usc of productive resources on land tilled by the target
group and set the stage for further GODR rational land use considera-
tiongs. (See Section LI D.1.)

Availability of fertilizer

The current policy of the Central Bank is to make foreign cxchange
available in whatever amounts required by input importers. bue to tne
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relatively small quantities needed in this Program, there is rcascnable
assurance that the Dominican Republic will be competitive with other
countries for spot purchases of available fertilizers at world prices.
Fertilizer will be available to small farmers at reasonable prices.
(See Section II B.2. and III B.1l. (b).)

Mechanism for Evaluation

The intensive review has developed indicators which, with baseline
study data, will serve as measurements of progress annually during tne
disbursement period plus at least one follow-up evaluation. (See Sec—
tion III C.6.)

Other than those addressed and provided for fn this CAP, there are
no outstanding issues.
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SECTION VI ~ FINANCIAL, SOCIAL AND ECONOMIC CONSIDERATIONS

A, Borrower and Terms of the Loan

The Borrower will be the Government of the Dominican
Republic, The executing agency will be the Secretariat of State
for Agriculture, The terms recommended for the proposed loan are
40 year repayment by the Borrower, including a 10-year grace period,
at an interest rate of 3% per annum during the grace period and 3%
Per annum thereafter., The Sector Loan Committee is of the opinion
that the terms recommended are reasonable for this sectoral non-
revenue producing program, The terms are legal under both U.S. and
Dominican law,

B. Availability of Other External Donor Financing

IDB, IBRD, and Eximbank have been advised of the proposed
loan and have indicated that they are not interested in financing
this program,

C: Prospects for Repayment

The prospects for repaynent of the proposed loan are excel-
.lent. The Government of the Dominican Republic will undertake the
obligation and assume the exchange risk. The debt burden of the GODR
is low compared to other Latin American countries of similar economic
conditions. (See Section I A.)

D. Consistency With AID Apricultural Stratepy

The Program is a progressive elaboration in greater depth
of the objectives and analyses contained in the October 1973 nar.
The observations in the DAD Decision lMemorandum and the Harch 1974
Agricultural Scctor Assessment have been taken into account and- this
CAP is consistent with both, The Program is consistent with the new
FAA Section 110 (A) in that the GODR has provided assurances that it
will contribute substantially more than 25 percentum of the costs
(an estimated 65 percent) of the entire program with respect to which
this loan assistance is provided,

In addition, the CAP incorporates performance criteria to
facilitate the subsequent evaluation of progress toward ohjectives
in conformity with AIDTO CIRC A-165 dated February 26, 1974, The
USAID concludes that the loan Program is consistent with and sup-
portive of AID agricultural strategy,
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E. Invironmental Aspects of the Propran

The activities of the Agricultural Sector Loan Propram vwill
have a positive overall inpact on the environment in the sense that
& more productive use of existing farm lande will result, An empert
ecologist who participated in preparation of the USAID agricultural
sector assessment has recommended that, if a more rational use vere
made of agricultural land according to land capability classifica-
tions and ecological life Zones potential (shifting sorme rice
production to mnore appropriate lands, for example), more efficient
use could be made of such natural resources as water, land, forests
and fisheries. Under the approach adopted by the Dominican Covern-
ment, and supported by this Program, improved utilization of land
is expected to contribute significantly to a reduction in water los-
ses, denudation, leaching of nutrients from the soil and a seneral
improvement of the physical environment., The result of these reasures
will be shown through increased food production for the rapidly grou-
ing population.

- The use of fertilizers at low to moderate levels, as

" anticipated in the crop production activities under the Program, will
not have any detrimental effect upon the environmental but rather

the oppnsite. Technical specialists of SEA will guide the proper
handling and application of insecticides and herbicides, thus minimi-
zing any adverse effects to humans. The production and increased
availability of more nutritious food to the domestic economy will
help to maintain and eventually improve the general level of health
of the population.

The labor intensive construction activities of penetra-
tion roads to be built under the program will result in a minimal
disturbance to the surrounding terrain, as the design of such roads
,,essentially,fpllows the contour of the land,. As .the use of machinery
will be kept to a minimum, and since the road design include cement
culverty and river fords, little soil erosion will result.

The Borrower and stuli-inplenenting agencies vill be under
an obligation to take ecological considerations into account, vhere
appropriate, in the approval of ary snecific sub~project under the
Agricultural Sector Loan, Accordingly, the standard environtental
provisions will bhe incorporated in the Loan Agreement,

F. Impact on U.8, lconony

The loan program does not contenplate the creation of any
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entities which would compete with U,S, enterprises, Moreover, 't
will not adverscly affect the U.S. economy. The U.S. has tradition~
ally enjoyed a large percentage of the Dominican market., The 1973
UsS. portion of the Dominican Republic's global import marke: was
about 55,4%, This represents an increase from 54,0% in 1972, 52.0%
in 1971 and 51,8% during 1970, As a result of the recent changes in
the monetary parity of the U.S, dollar vis~a~vis other currencies,
and increased promotional activities on behalf of v,S. exports, this
loan, by improving the Dominican Republic's import capacity, should
also help improve still further the U.S. share of the Dominican
market, The very purposes for vhich this loan is designed should
help to bring about a stable, growing economy, one which will provide
a larger market for U,S, exports over the long run.

G. Title I =~ Building of Demoeratic Institutions

The agricultural sector loan directly addresses Title 1IX
objectives by placing erpphasis on assisting to achieve maximurm part-—
izipation in che task of econonmic developrent on the part of the
reople of the Dominican Republic. The loan's effects in encourapc-
ment of private voluntary cooperative organizations, enabling ad.-
ditional small farmers to participate in the use of institutional
credits, building strengthened government agricultural institutions,
and providing vocational skills training opportunities to rural in-
habitants will enable thousands of people to participate and become
deeply involved in the process of building democratic institutions,
It constitutes o practical basis for personal development by: (1)
Providing opportuniting for dacision making, growth of responsibility
and developuwent of economic and social skills; (2) changing individ~
ual motivation and attitudes through the outreach of trained credit
agents who develop with the farmer adequate technological packages,
and the dissemination o faruers of the information developed by the
new Market Rescarch/Farm Management Division of SEA; and (3) develop-
ing responsible profassional leadership through university training.

1. Cansistency W}:h CIAP Revioeus

The agricultural sector loan addresses one of the major
findings and recommen-laticns made by the subcommittee of the Inter-
American Coumittee op the Alliance for Progress (CIAP) in its June
1973 review of the Dominican cconony,

In this reviaw, CIAP expressed its concurrence ane support
of Dominicun objectives in the agricultural sector, CIAP noted with
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interest, in its January 1974 prel.minary report, the Nominican
identification of the agricultural sector as one of the foremost
features of its development policy. Included in its comments, CIAP
noted the increasing interest of the GODR in making structural chanres
. ive agricultural sector to hetter serve the national economy, the
increased agricultural sector planning activities, and the GODR's
proposal to continue priority actions to create new enployment op-
portunities and raise the standard of living in rural areas, CIAP
noted that these policy actions have been more actively pursued in
recent months as a result of the pressures of the worldwide shortage
-of foodstuffs as related to population and inflationary pressures,
as well as the international outlook for traditional agricultural
exports.

I, Certification of USAID Director

The Mission Director certified on May 30, 1974, that in his
opinion the Government of the Dominican Republic has demonstrated
the necessary capacity to carry out this sector loan. Refer to An-
nex A, Exhibit 2, for the text of this certification.
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CHECKLIST OF STATUTORY CRITERIA

(Alliance for Progress)

In the right-hand rmavgin, for cach
priate,
the section(s) of the Ca
identified and available docunent,
discussed. This fornm may be made
Paper,

in

The following abbreviations are used:

FAA - Toreign Assistance Act of 1961,
FAA, 1973 - Foreign Assistance Act of

App. - Foreign Assistance and Related

MMA. - Merchant Marine Act of 1936, as

BASIC AUTHORITY

. FAA 8 103: § 10¢: § 105
§ 108; § 107. Is loan beirg made
a. for agriculture, rurcl devel-

opment or nutrition;

b.

for population planning or health;
¢. for educution, bubZic adninis-
tration,; or human resources development;

d. to solve economie and zoeial

development problems in Jtelds such as
industry, urban

transportation, powar,
developrient, and export developran

itemn,
a sunmpary of required discussion.
pital Assistaqce Paper

~
v

writoa
As

answer Qr, a8 appro--
necessary, referencco
» 0r other clearly
wvhich the matter is further

a part of the Capital Acsicstance

as amended.
1973.
Agencies Appropriations Act, 197

amended.

Yes. Thése are the main
purposes of the loan.

The loan program will improve
health through its support of
increased agricultural food
production,

The loan program will assist

to develop human resources
through its vocational educa~
tion and professional education
element.

The loan program will assist

in solving econonmic and social
development problems in the ficl
of transportation through its
feeder road component.
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€. 1in support of the general The loan program is supportive of
economy ofF the recipient and complementary to other (l()ll()l_'

country cr for development development programs. Sce Scctio:
progrars conducted by private 11D.

or internatioral organiza-

tions.

COUNTRY PERFORMAXNCE

Progress Towards Country Goals

2. FAA § 208; §,251(b).

A. . Describe extent to which
country is:

(1) Making appropriate efforts .The Dominican Republic at the
to increase food production present time is making a con-
and improve means for food certed effort to increase food
storage and distribution. production. (See Section I.)

The Dominican Republic has taken
numerous steps to improve its

(2] Creating a favorable cli- climate for private investment as

mate for foreign and domestic ev1denced‘by its support for
expanded industrial and agricul-

private enterprise and - tural credit facilities, parti-

cipation in the AID investment
guaranty program, the passage of
an updated Industrial Incentive
Law, and a new Tourisnm Incentive
Law to encourage foreign and
domestic enterprise and invest-
ment. : '

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

(4) (a) Allocating availablie
budgetary resources to
developmaent.

(b) Diverting such
resources for unnecessary
military expenditure (See
also Ttem No. 20) and
intervention in affairs
of other free and
independent nations.)
(See also Item No. 11)

(5) Making economic, social,
and political reforms such as
tax collection improvements
and changes itn land tenure
“arrangemznts, and making
progress toward respect for
the rule of law, freedom of
expression and of the press,

and recognizing the importance

of individual freedom,
initiative, and private
enterprise.

(6) Adhering to the principles

of the Act of Bogota and
Charter of Punta del Este.

UNCLASSIFIED
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The public's role is increasing throurh
the expansion of private and public
development baunks, savings and loan
associations, credit unions, transpor-
tation and agricultural cooperatives.
The Marketing Research/Farm :‘anagement
element of this sector progrca is cir.
at increasing the decision-nakinz 1ol
of the rural community in the develop-
ment process.

The Dominican Republic is allocating
substantial budgetary resources to de
velopment; its total public sector
capital budget has averaged over 36Y%
of total budgeted expenditures in 1971,
1972 and 1973.

The Dominican Republic has not becn
using its resources for unnecessary
military expenditures nor is it inter-
vening in the affairs of other countyie:

The Dominican Republic permits free
political expression, tax collection
methods are improving and revenues are
up; and a land reform program is in
effect; the Dominican Republic complies
with the other criteria.

The Dominican Republic adheres to the
principles of the Act of Bogotd and
the Charter of Punta del Este
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(?) Atiempting to repatriate
capital invested in otheg
countries by its own eitizens.

(8) Oirervise responding to
the viial econonmic, politiecal,
sceial concerns of its
peopls, and dermonstrating a
elear determination to take
effective self-help measures.

B. Are above factors taken into
account in the furnishing of the
subject assistance?

Treatrent of U.S. Citizens and Citizens

UNCLASSIFIED
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Exhibit 1, page 4 of 19 ¢
The Dominican Republic ig making
reasonable efforts to encourane
repatriation of capital invested i
other countries by its citizens,

The Dominican Republic is encoure
aging and cooperating in the
establishment of demestic snd for-
eign investrment in mining, touriern,
agriculture (including the progron
contemplated by this Loan, with itg
substantial government contribution)
and industry and undertaking various
other self-help efforts.

Yes

of Recipient Courtry

3. FAA 8 620(c). If assistance is

to governrmeni, is the government
lieble as debtor or unconditionral
guarantor on any debt to a U.S. -
eittizen for goods or scrvices
furnished or orderved where (a)such
ciétizen has exhausted available
‘legal remedies and (b) debt is

not denied or eontested by swuch --
government?

FAA § 620(e)(1). If assistance
18 to a government, has it
(includizg governmant agencies
or subdivistons) taloen any

action which has the effect of
nationalizing, expropriating,

or otherwise seizing ownership

or control of property of U.S.
citizens cr entities benejficially
owned by them without taking

gteps to discharee its obligations
tovard such citizenaz or entities?

According to the best information
available, the Dominican tepublic
is not known to be so indebted,

No.,
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5,

FAA § 620(c);: Fisherman's

Protective

i
act, U 5,

If eouniry

has seized, or imposed any penalty

or sanciicn against, any U.S.
fishing vcesal on account of its

fishing cectiivities in international

vwaters,

al

has any deduction required by

Fishermen's Protective Act been
made ?

b.

has complete dential of

assistance been considered by

A.I.

FAA,

D. Adrinisétrator?

1073 § 32, To what extent

does government of recipient

country practice the internment or

imprisonment of that country's
ettizens for political purposes?

Government and

Relations with U.S.
Other llationa
7. FAA B 620(a). Does recipeint

sountry furrish assistance to
Cuba or fail to take appro-
priate steps to prevent ships.
or atreraft under its flag
from ecarrying cargoes to or
from Cuba?

UNCLASSIFIED
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The Dominican Republic has not
taken any such action.

Not applicablé.

Not applicable.

No longer applicable.

No.
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8. Fas § 620(b). If assistance The Secretary of Stare has deter-
18 to a government, has the mined the Dominican Republic is
Secrctary of State determined not controlled by the international
that 2t <5 not controlled by Communist movement,

the international Comnunist
moverment?

9. PFAA 8§ 620(4). Il assistance is It is not planned that AIDp funds
for any productive enterprise will be used to finance productive
which Will compete in the United enterprises which will compete in
States with United States enter- the U.S. with U.s. enterprises.

prise, is there an agreement by
the recipient country to prevent
export to the United States of
more than 20% of the enterprise's
annual production during the life
of the loan?

10. Fp4 8§ 620(Ff). TIs recipient country Yo.

a Communist coun try?

L1, FAA § 620(1). Is recipient country p
in any way involved in (a) subver-
siton of, or military aggression
against, the United States or any
country receiving Uu.s. asststance,

or (b) the planning of such sub-
versios or aggression?

L2, raa 6620(1) Has the country Adequate measures have ang are
permitted, or failed to take being taken by the Dominican

fhoduate neasurcs to prevent, Republic in thi d
the damage o destruction, by pubiic in this regard.

mob action, of y.s. property?
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L5,

l6

i7.

£an 8:-620(1). If the country
has Faiied itc 1astitute the
investreri Juaranty progran

for the spzeific risks of
erpreuriation, in convert-
tbility or conficcation, has

- .

the A.T.0. =

asststance to such government
for thie reaszon?

FAA_S 620(»). Docs recipient
country furnici goods to North
Viet-Nam or permit ships or
aireraft under its flag to
carry cargoes to or from North
Viet-ilam? :

FAA 8 620(a).
of the recipient country in

default on interest or principal

of any A.I.D. loan to.the

country?

FAA £ 620(t). Has the country
severcd diplomatic relations
with the United Stateg? If so,
have they been resumed and
have new bilateral assistance

agreerients been negotiated and

o

inistration within
the past vaay conceidered denying

o

I's the government

UNCLASSIFIED
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The Dominican Republic has in
fact signed and instituted such
an agreement,

No.

No such default exists,

No.

entered intc since such resumpiion?

FAA 8 620(u). What is the pay-
ment status o

obligations?

I the country g

in arrears, weore cuch arrearagas
taken into acoosunt by the A.I.D.
Administratar <y detormining tha

ceurrert A,I.D,
Rudaet?

Operational Year

tre country's U.J.

The Dominican Republic is not known
to be in arrears in payment of its
U.N. dues and its voting rights are
unimpaired.
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18, rat § 481, Has the govel’nmen(':10f The Government has instituted
raciptent country fat Led Lo tale adequate weasurcs Lor the contro!
4.

19

o
ailequate steps to prevent narcotic  of marcotics and other controllo.
drugs and otvher controlled sub- substances.,

stances fas defined by the Coripre-

hensive Druz isbuse Prevention and

Control Aet of 1970) produced or

processed, in whole or in part,- in

such courtry, or transported

through such country, from being

sold tllegally within the juris-

dietion of such country to U.S.

Government ncrsonnel or their

dependents, or from entering the

U.S. unlawfully?

ria, 1973 § 29. If (a) military
base i3 located in recipient
ceuntry, and was constructed or
1§ being maintained or operated
with funds furnished by U.S., and
(b) U.S. personnel carry out
nilttary operations from such
bose, has the President deter-
mined tha®t the government of
rectpient country has authorized
regular access to U.S. corres-
pondents to such base?

Not applicable.

Military Expenditures

20,

Total defense expenditures as
Fis 8 620(s). What percentage of percentage of total expenditures

country budget ts for military were 10.47 in 1971 and 9.8% :n
expenditures? How much of foreign 1972. As a percentage of GDP,
exchange resources spent on mili-  defense expenditures were 2.4%
tary equipment? How much spent fopr in 1971 and 2.0%Z in 1972. Expen-
the purchase of sophisticated ditures for 1973 are expectecd to
weapons systema? (Consideration demonstrate similar percentages.
of these points 1s to be coar- The amount of foreign exchange
dinated with the Bureau for resources spent on military equis-
Program and Policy Coordination, ment is small. None is spent
Feztonal Covrdinators and Military for sophisticated weapons. U.S.
Assistance Staff (PPC/RC).) development assistance and P.IL

480 sales are not being used for
military purposes.
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CONNITTRNS QF 785 LOAN

. Genaral Souﬂdﬂﬁii

21. Fa4 § 201(d). TInformation and
conclusion on reasonableness
md legality (under laws ~f
ountry and the United Sta‘:es)
f lending and relending terms
of the loan.

22, FAA 8 251(b)(2): 8§ 251(e).

Information and conelusion on
activity's econcnie and
technical ssundnass. If loan
s not rmede pursuant to a
multilateral plan, and the
amount o the loan execeeds
$§100,000, has country submitted
to A.I.D. an application for
such funds together with
assurances to indicate that
Ffunds will be used in .an econom--
ically and technically sound
manrer?

28. FAL 8 251(b). Information and
conclusion on capacity of the
courtry tc repay the loan,
inecluding reasorableness of
repayment prospects.

24. FAA 8 251(b). Information and
conclusion on avatilability of
finaneing from other free-wérld
sources, including private
sources within the United States.

UNCLASSIFIED
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Terms are legal and reasonanle
under both U.S. and Dominican
law. .

The economic and technical sound-
ness of this loan program are
analyzed and confirmedin the body
of the loan paper. The GOUR has
submitted an application to AID
(see Annex B, Exhibit 1). The G0DR
has given assurances that the funds
will be used in an economically and
technically sound manner.

The terms of the loan are felt to
be within the capability of the -
GODR to repay and there are rea-
gonable prospects of repayment
(See Section III B and IV G.)

Financing from other freec-world
sources, including other U.S.
sources, has been determined as

not available at terms necessary
for this program. See Section IV F.
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whether they.are particularly
suttable, are not competitive witn
private crnierprise, and can be

made avciiable without undue
interfercnce with doriestic prograrms.
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Loan's Comviliance with Svecific. Reauirerients

46. FAA § 110(c); 8 208(e). Has the
recipient country provided
assurcrces that it will provide
at least 255 of the costs of
the program, project, or acti-
vity with recpect to which the
Loan is to be made?

47. FAA § 112. Will loan be used
to finance police training or
related program in recipient

country?

48. FAA 8 114, Will loarn be used to
- pay for performance of abortions
or to motivate or coerce persow s

to practice abortions?

49. FpAa 8 201(d). Is interest rate
‘ of locn at least 2% per annum
during grace period and at least
3% per annum thereafter?

50. FPAA 8 604(a). Wzll all commodity
procurement financed under the
loan be jfror the United States
except as otherwise determined
by the President?

51. »AA 8§ €0¢(r). VWhat provision is
rmade to rvrcovent Financing commadity
procrpomant v byl at priczs »Talar

) -~ PR A ~ by y "
tnen adjucied U058, moriiet price!

Yes. See Section IYI C3 :nd
Amnex B, Exhibits 1 and 2,

No.

No.

Yes.

No commodity procurement is
envisaged under the loan.

DI.AI
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§2.

53.

o4,

5.

56.

FAA 8 604(d). If the coop-
erating country diserininates
against U.S. marine incurancae
companies, will loan agracrent
require thct rmarine insurance
be placec i the United States
on cormriodities financed by the
loan?

Lot ¢

FAA 8§ 604(e). If offshore procure-
ment of agricultural commodity or
product is to be financed, is there
provision against suck procurement
vhen tne dormestic price of such
comrmodtity is less than parity?

FAA 8 60<(7). If loan finances a
commodity import program, will
arrangements be made for supplienr
certificationr to A.I.D. and A.I.D.
appreval of. commodity as eligible
and suitadle?

FA4 8 608(z). Information on
measures to be taken to utilize
U.S. Governrment excess personal

property in lieu of the procurement

of new items.

FAA 8 611(b); App. § 101l. If

loan finarcav water or water-
related land resource construction
projecié or rrogram, is there a
bﬂn@fi‘~c:3: computaticn rade,
insofar 23 practi V_HZe, in
accordance i the procedures

cet forth in the !enmorandurm of

thne Presiden! dated May 15, 19627

u D
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N.A,

N'A.

The loan will not finance a conm-
modity import program.

N.A. No procurement of property
will be made from loan funds.

The loan is not made to finance
water or water-related land re-
source counstruction projects cr
programs,
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67, FAAE 611(c). I contracts [or N.A
constructicn arve to be finanec, e
Vhat provistion will be made thol
tney be let on a competitive basis
to maximun cuient practicable?

58. FAA 8 612(h): 8 636(h). Deseribe The GODR is financing the
steps taker to assure that, to the major portion of the cost of
maximuri extent possible, the country the program for which this lo:w:
18 contributing local currencies to is made; this financing incluvl-

meat the coct of contractuzl and the cost of contractual and
other services. No U.S. own

other services, and foreign currencies X ownec
zed foreign excess currency is ava!

able for these purposes.

s

owned by the United States are utili
to meet the cost of contractuel and
other services. :

59. App. 8 113. Will any of loan funds be used to
acquirc currsnecy of reeipient couniry
from ron-U.S. Treasury sources wvhen ex- NO.
cess currency of that country is on
deposit in U.S. Treasury?
60. FAA 8 612(d). Does the United No.
States own excess foreign currency
ard, 1f so, what arrangements have been
rmade for its release?
61, FA4 § 620(a). What provision is The loan agreement will not
there against use of subject permit such use.

assistance to cormpensate owners
for expropriated or nationalized
property?
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62.

63.

65.

66.

7.

FaA & 620(F). If construction
or proﬂuc«fs' enterprise, will
azzregaic cLue eof caszufancc
to be furniasned by the United

States crceed $100 million?

FAA § 636(7). Will any loan funds
be used to finance purchase, long-
term lease, or exchange of motor
vehicle nanufactured outside the
United States, or any guaranty of
such a transaction?

Will ary loan funds be
ete., for

App. § 102.
used to pcy pensions,
military zersonnel?

App. & 105. If loan is for capital
project, ts uh@PQ provision for
A.I.D. arproval of all contractors
and contract terrs?

App. 8 107. HWill any loan funds
be used to pay Ul assessments?

App. 8 109. Conplicnce with
regulations on employment of U.S.
and local perzonnel. (A.I.D.
Fegulation 7).
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No.

No motor vehicles are to be
obtained under this loan.

No.

The Loan Agreement will require
precuiement of technical service
contractors and contract terms
to be subject to AID approval.

No.

N.A.
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68,

69.

70.

71.
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dnp, 8 Ll0.- NiILll any of loan No.

funds be used to earry out Dro-
visions of FA/L 88 209(d) and 251(%)?

Apn. § 114. Describe how the A description of the Joan nrones
Cormittea on srvropriations of was included in the Fy 1974 Con-
the Sernate and Fouse have been or gressional Presentotion, Ao
will be noiicd conecerning the appropriate, further potificat o,
activity, procrar, project, - will be furnished by the ATR
country, or other operation to be Legislative Affairs Office,

financed by the Loan.

App., 8 601. Wwill any loan funds No.
be used for publicity or

pPropaganda purposes within the

United States wnot authorized by

the Congress?

MMA 8 901.b; P4 § 6400,

(a) Compliance with requirement (a) N.A. No commodities will be
that at least 50 per centum of funded by the loan.

the gross tonnage of corriodities )

(computed separately for dry bulk

carriers, dru cargo liners, and

tankers) financed with fundc made

available under this loarn skall be

transported on privately owned U.S. -

fleg comrereicl vessels top the.

extent that such vessels 1pe
avatleble at fair and reasonable
rates.

(b) Will gran: be made to loan (b) No.
recipient ic pan gll op cny poriic::
oF such d i cvoniial as ray exist

between 1,5, w2y Jorveior-flan penen

?

Loy
»S o0y,

-
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CERTIFICATION PURSUANT TO SECTION 611 (e) OF THE FORKIGN
ASSISTANCE ACT OF 1961, AS AMENDED

SUBJECT: DOMINICAN REPUBLIC - Capital Assistance - Agriculture
Sector Loan.

I, John B. Robinson, as Director of the United States
A.I.D, Mission to the Domini-an Republic, having taken into
account, inter alia, the maintenance and utilization of projects
in the Dominican Republic previously financed or assisted by the
United States, do hereby certify that in my judgment the Domini-
can Republic has both the financial capability and the human re-
8Bources to maintain and utilize effectively the proposed Agri-
culture Sector Loan,

- This judgment is based primarily on the facts developed
in the Capital Assistance Paper for the proposed loan of $12.0
million, A.I.D.'s analysis and evaluation of the Dominican Agri-
cultural Sector contained in the document entitled "Agricultural
Sector Analysis", and a careful review of the financial assistance
previously provided the Dominican Republic for agricultural
programs.

Jolin B. Robirnson
ssion Director

My 7o, /974

Date
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(unofficial translation)

JOAQUIN BALAGUER
PRESIDENT OF THE DOMINICAN REPUBLIC

Santo Domingo, D.N.

May 24, 1974

His Excellency

Mr. Robert A. Hurwitch

Anbassador of the United States
of America

Calle Dr. Pedro Henriquez Ureiia

Ciudad.-

His Excellency:

The Government which I preside is presently aeveloping an Analy-
8is of the Agriculture and Cattle Sector directed towards the
establishment of a strategy which will permit it to increase the
agricultural production, improving at the same time the living con-
ditions of the rural population.

The Dominican Govermment does not have at the present time the
total amount necessary for the fulfillment of this project, for
which it needs additional resources. It is for this reason that it
requests from the Government of the United States of America,
through the Agency for International Developuent (A.I.D.), a loan
amjunting to US$12,000,000.00, which will be complemented by the
Dominican Government with the contribution of the necessary counter-
part funds.

The loan funds requested will be utilized in programs and activi-
ties which will be put into effect by the government and the private
sector, both interested in increasing the agricultural productivity
and the improvement of the socioeconomic condition of the small
farwers, basically by channeling, in greater scale, the production


http:US$12,000,000.00
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resources, through the credit field, the generation of employment
which will result in higher income, the improvement of the pro-
duction and business infrastructures, and the training of the
necessary technical assistance.

The attached schedule presents the preliminary disbursement plan
of both the national and foreign funds, in pesos and dollars, by
institutions and categories, programmed for a period of thrce years,
that would be initiated in the second gemester of this year.

The counterpart local funds of this sector loen will be channelled
on annual basis through the general budget of the Nation, and will
be added to the operational expenditures and the customary allot-
ments assigned to the Secretariat of State of Agriculture or to the
other institutions of that sector.

If the Govermment of the United States of America, through the
Agency for International Development, would grant the loan requested
herein by the Dominican Government, the Dominican Government would,
as complementary measures and in asgistance to the enumerated
objectives, take steps of great importance in the priority reorien-
tation to be initiated by the Dominican Government with greater
government resources for the small farmers, such as the following:

The Secretariat of State of agriculture would commit itself to:

a) Establigh an efficient purchase, distribution and control
system of agricultural commodities, together with the
Central Bank, the Agricultural Bank, and the Institute for
Development and Cooperative Credit, and the Dominican
Development Foundation.

b} Program, through the General Office of Rural Roads, the
construction of rural roads using the local manual labor
available to the maximum.

¢) Restructure and reinforce its Department of Agriculture and
Cattle Economy in order to enable it to supply continuous
and reliable agriculture and cattle statistics to all the
sector institutions.

d) Improve the agricultural and cattle extension service in order
to give a mre effective technical assistance, cspecially to
the small farmers.



e)
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Organize the small and medium farmers in associations to
’ facilitate credit, commercialization, and technical
assistance, '

The Central Bank would coumit itself to:

a)

b)

Provide the Commercial Bank with facilities and incentives
in order to channel a greater quantity of its resources to
agriculture and cattle credit, esgpecially to the medium
and large farmer, as a complement to the financing program
of the Agricultural Bank which will be strengthened in
this program for the small farmers.

Establish the rediscount rates for specific agriculture and
cattle projects at a lower percentage than the present.

¢) Study, in conjunction with AID, the Secretariat of State

for Agriculture, and the Agricultural Bank the creation of
an insurance or guarantee mechanism for the investments of
the Private Banks in the priority crops specified by the
Secretariat of Agriculture.

The Agricultural Bank would commit itself to:

a)

b)

Gradually decrease the maximum loans within a period of
three years, by establishing, on an annuadl basis, the
decreases of these maximum ceilings and the dates in which
these will be put into effect, in order that at the end of
the third year the maxiwum amounts to be lent to individuals
will be $10,000 for crops and $20,000 for cattle.

Orient its financing preferably toward small farmers'
aggociations.

g),metove‘its’admiqis;pacive”an¢ operational syatem in. order.

d)

e)

to timely process requeats and disbursements and offering
a more adequate supervision.

Train the necessary number of new administrative personnel
agents and supervisors for thisg program, chosen from the
candidates with the highest academic degree available.

Include the Secretary of State for Agriculture on *ts Board
of Directors, and, in addition, at the farm level, will
include qualified representatives from the Secretariat of
Agriculture in its decision mechanisms.
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With the assurance that His Excellency The Ambassador of the United
States of America will mediate with the Agency for International
Developiient for the approval of the requested credit, I take this

opportunity to present to you the fecelings of my highest consider-
ation and appreciation,

JOAQUIN BALAGUE
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DRAFT ANNEX TO THE LOAN AGREEMENT

I. Background and Objectives

A. Background

The agricultural sector assessment developed by the Secretariat
of State for Agriculture (SEA) lists five major constraints for the
sector. This Program is designed to assist in progressively overcoming
four of these constraints, namely:

- Limited use of modern inputs.

- Inequities in credit availability in comparison with other sectors
and between farm groups.

- Deficiencies in the marketing system.

~ Underutilization of human resources due to lack of basic skills,
and an inadequate base of qualified agriculturalists at the
professional level,

) The agricultural sector. assessment has provided confirmation that
developmant prospects in the Dominican agricultural sector have progres-
sively and materially improved over the past several years as a result
of a series of institutjonal and policy changes and specific regional
projects. SEA has been strengthened, especially with respect to
professional personnel, planning and program coordination. As a result,
SEA has developed a sectoral program to (1) establish more effective
policies, (2) increase needed allocations of resources to the agricul-
tural sector, and (3) strengthen agricultural institutions and the
process of coordination between them.

B. The Program
The major objectives of this program, which is designed to
assist SEA in alleviating constraints on the sector and improve the
quality of rural life, are to:
1. Increase food production for domestic consumption,

2, Facilitate a more equitable distribution of rural income,

3. Increase employment in rural areas.
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The primary beneficiaries or target group of the Progranm's
institutional credit, technical assistauce and othep farm services
are farmers on farm units having an area of less than 32 hectares in
size, who are not presently receiving institutional credit, but which
have profitable production potentiai.

The Program to be carried out pursuant to this Agreement will
support actions to: (1) significantly increase availability and
quantity of credit; (2) make inputs more available; (3) improve the
marketing system, including the rural road network; (4) develop better
institutional services and coordination; and (5) widen the human
resource base of basic farm skills and professional agriculturalists,
all of which actions are designed to better serve the small farmers,
Acceleration of this Program will be provided by the establishment
of key policies or policy changes in the institutional structures
serving agriculture. Selection of the specific activities for financing
has been done on the basis of the continuing sectoral assessment process
and the objectives lis:ted above.

[I. Implementation of the Loan

The Program to be carried out in relation to this loan will be

‘mplemented by those agencies and organizations specified in Section
f the Loan Agreement.

The AID contribution to the discrete activities to be funded
inder the Program shall be as follows:
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PROGRAM AMOUNT OF LOAN FUNDS
ELEMENT ACTIVITY (US_$000)
(1) Credit (a8) Small Farm Credit
SEA 1,500
Caretaker 1,000
AgBank 2,500
DDF 1,000 6,000
(b) Input Credit
SEA 200
IDECOOP 800
Central Bank 2,050 3,050
(2) Marketing Research/ SEA Mktg,Research Division , 300
Farm Management
(3) Human Resources (a) SEA-Vocational Educétion 150
(b) SEA-Professicnal Education 1,500
(4) Feeder Roads SOP - Caminns Vecinales 1,000

In the event that the Borrower should deem that a change is necessary or
desirable in any of the above amounts allocated to each activity,
Borrower shall submit to AID, for AID's written concurrence, a request
In writing, specifying the change requested, its anticipated effect on
the Program, and any accompanying shift of GODR funds,

Moreover, commingled Pesos scheduled for disbursement in any given
calendar year pursuant to the provisions of this Annex, may be disbursed
in a previous or a subsequent calendar year, provided that: (1) such
change is in nccordance with the needs of the Program; (2) the general
relationship between Borrower and AID contributions to the Separate
Special Account is maintained; and (3) all disbursements under the
Loan are completed within 36 nonths from the date of the execution of
the Loan Agreement,
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For purposes of implementation of the Program in general, the
activities of SEA and sub-implementing agencies shall be as follows:

Implementing and Sub-
Implementing Agencies

Secretariat of Agriculture
(SEA)

Agricultural Bank
~ (AgBank).

Dominican Development Foundation
(DDF)

IDECOOP

Activity
Direct and indirect operating costs.

Input credits through SEA regional
extension stations.

Development of Market Research/Farm
Management Division.

Creation of pilot vocational education
program.

Development of professional education
program.

Direct and indirect operating costs.
Credit personnel training.

Credit for small farmers (loans of
$1-1000) through AgBank direct
channels and through SEA supervised
credit activities.

Direct and indirect operating costs.
Credit for small farmers (group loans

of from $1 to $1,000 per farmer
benefitted).

Input credits to agricultural cooperatives.



Implementing and Sub-
Implementing Agencies (Cont.)

Central Bank a.

b.

Secretariat of Public Workds (SOP)a.
(Feeder Roads Division)
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Activity

FIDE input, marketing and equipment/
machinery credits.

Guarantee Loan Fund.

Construction of feeder and access
roads through Caminos Vecinales.



I. SECRETARIAT OF AGRICULTURE (SEA)

a) Financial Target - To make available for 2xpenditure b
amounts to be financed as follows:

( in thousands )

y the implementing agency in 1974, 1975, 1976 and 1977 the following

CY 1974 CY 1975 CY 1976 CY 1977 TOTAL
DR Pesos Us$ DR Pesos Uss DR Pesos Uss DR Pesos Uss DR Pesos uss
GODR ... iiinrnnann.... 195 1,215 1,190 1,090 3,690
ATD ..., 15 100 725 85 725 500 200 1,950
Total ... ............ . 210 1,315 725 1,275 725 1,090 500 3,890 1,950

b) _Activity Targets - The Program calls for the expenditure of

DR Pesos and U.S. dollar funds in the approximate amounts shovm:

CY 1974 CY 1975 CY 1976 CY 1977 TOTAL
DR Pesos uUss$ DR Pesos Uss$ DR Pesos Uss DR Pesos Us$ DR Pesos us$
Operating Costs 80 500 500 500 1,580
Input credits through
SCA Local and Reg.
Extension Stations 30 200 170 400
Dev. of Market Research/
Information Division 50 300 150 300 150 300 950 300
Creation of a Pilot
Vocational Educ. Prog, 50 235 75 225 75 210 720 150
Dev. of Professional
Education Program 80 500 80 500 80 500 240 1,500
‘210 1,315 725 1,275 725 1,090 500 3,890 1,950

d ‘2 31q4yx3
0314ISSY1INA

€9 JO 6 aodvd ‘g X3INNY

8T 30 ¢ 93bey
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SEA Direct and Indirect Operating Costs

The funds shown for this activity are %o be used by SEA for personnel
and related costs to enlarge its credit capabilities by adding to its
staff approximately 100 field credit/extension agents, 10 clerical/
bookkeeping workers, and 5 supervisors by the end of CY 1975,

Inputs Credits Through SEA Regional or Local Extension Stations

The funds allocated for this activity will be used by SEA to purchase
inputs and distribute them through its local and regiornal extension/
research stations to the target group by sales to small farmers in areas
where private channels are inadequate and suitable cooperatives do not
exist,

Development of Market Research/Farm Management Division

The purpose of this activity is to improve the efficiency of the
marketing system by establishing within StA a division of Market Research
and’ Information to be staffed at the national level with a minimum of
seven specialized professionals, plus a full clerical and support com-
plement by October 1, 1976, The unit must be staffed regionally with
22 professionals with agricultural degrees by 1975. Technical Assistance
consisting of approximately 11 man years of specialized technidan time
will be contracted by SEA from U.S. or Latin American sources. It is
anticipated that SEA will conclude arrangements satisfactory to AID
by December 31, 1974. In addition, it is anticipated that graduate
level training will be provided for approximately five market specialists.

Creation of a Pilot Vocational Education Program

The funds allocated for this activity will be used to establish a
pilot institution under SEA administration by providing for instructional
staff of 20, headed by five supervisors by December 1974, This staff
will determine regional training requirements and develop training
programs for initiation of training in June of 1975. The pilot project
is expected to reach 3,000 rural people in each of three years, 1975,
1976 and 1977 through training at approximately five regional extension
centers.

Baseline Studies

SEA will create baseline studies establishing data to show changes
in small farm income,
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Finanzing for the pilot project is estimated as follows:

(In Thousands)

1974 1975 1976 1977 Total
RD$  USS RDS  US$ RD$  USS RD$ USS RDS USS
Equipment 30 15 45
Salaries
Project Direction 20 60 60 60 200
Instructors 65 70 70 205
Tech. Assistance | 40 40 40 120
Staff Training 15 20 15 10 30 30
Operating Costs L 80 [ 80 240

50 235 60 225 50 210 40 720 150

Development of Professional Education Program

The purpose of this activity is to begin development of a national
capacity to provide its university students, degree training in specialized
agricultural disciplines consistent with prcduction and manpower
requirements. Disciplines, levels of study and faculty requirements will
be determined by an in-depth evaluation of future faculty and curriculum
needs made .by SEA prior to November 1974,

The program contemplates U.S. based, graduate training studies for
approximately 25 Dominican University Faculty members from UCMM and
UNPHU and technical assistance to these universities in administration
and curriculum development to be provided through a U.S. university,
such technical assistance arrangements to be concluded in a manney
satisfactory to AID by January 31, 1975. Craduate level training will
be initiated in June of 1975,



II. AGRICULTURAL BANK (AgBank)

a) Financial Target - To make available for expenditure b
amounts to be financed as follows:

( in thousands )

Yy the implementing agency in 1974, 1975, 1976, and 1977 the following

CY 1974 CY 1975 CY 1976 CY 1977 TOTAL
DR Pesos us$ DR Pesos uss DR Pesos Us$ DR Pesosg us$ DR Pesos us$
GODR+--vvrevnnnn. cevoee 500 2,820 2,630 2,410 8,360
AID eveviinrrnvnnnnanas . 280 1,640 1,650 1,430 5,000
Total............ cencsn 780 4,460 4,280 3,840 13,360

b) Activity Targets - The Program calls for the expenditure of DR

Pesos and U.S. dollar funds in the a

pproximate amouﬁts shown:

CY 1974 CY 1975 CY 1976 CY 1977 TOTAL
DR Pesos uss DR Pesoc Us$ DR Pesos uss$ DR Pesos uss DR Pesos uss

Operating Costs 160 980 980 980 3,100
Crodit Personnel
Training 60 200 260
Credic for Small
Farrers Through:

SEA Supervised 190 950 970 890 3,000

Credit

SEA/AgBank Caretaker

Accounts 60 660 660 620 2,000

AgBank Reg. Portfolio 310 1,670 1,670 1,350 5,000

780 4,460 4,280 3,840 13,360

G3141SSYI19NN

8T Jo g abed *2 31qpyx3
€9 40 z1 bRy *g LINNY
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AgBank Direct and Indirect Operating Costs

The funds shown for this activity are to be used by the AgBank for
personnel salaries and related costs to enlarge its credit delivery
capabilities by adding to its staff approximately 150 field credit
agents, 80 clerical/bookkeeping workers, and 15 supervisors. Within
90 days of the date of the execution of the Loan Agreement, the Bank
shall have hired and trained the additioral staff required to initiate
group lending and by December 31, 1975 shall have hired and trained
the full complement.

Credit Personnel Training

These funds will be utilized to provide intensive training for the
necessary additional field credit agents and clerical/bookkeeping
workers, mentioned above, as well as formal training in credit analysis,
personnel management and collections for the additional supervisors,
bookkeepers and credit/extention agents of SEA: total new personnel is
estimated at 250 credit agents, 90 clerical personnel and 20 supervisors.

Credit for Small Farmers

The funds indicated above for this activity will be used to make
up to 28,300 loans of approximately $350 each to small farmers. A
portion of these loans will be made through the SEA's supervised credit
system in concert with the extension service of SEA, and a portion will
flow through Caretaker Accounts in commercial banks. The total amount
of these loans financed by the Program is expected to be divided over
36 months in approximately the following amounts:

(In Thousands)
1974 1975 1976 1977 Total

SEA 190 950 970 890 3,000
Caretaker Accounts 60 660 660 620 2,000
AgBank - 310 1,670 1,670 1,350 5,000

560 3,280 3,300 2,860 10,000
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No later than 30 days after the date of the execution of the Loan
Agreement, SEA in consultation with the AgBank and DDF will develop
and furnish to AID for its approval: (1) detailed criteria to be
followed in lending to small farmers pursuant to the Program, including:
term of loans, interest rates, eligible crops and enterprises; and
(2) the relationships between the AgBank, SEA, and DDF for the selection
and monitoring of credit recipients, and the administration of loan funds.
SEA will adopt DDF procedures to its supervised credit operations and
SEA and the AgBank will establish mechanisms to effect a mutually
administered group lending operation within 90 days of the date of
execution of the Loan Agreement.

Furthermore, during 1975 the Borrower will complete an evaluation
of the effects resulting from the AgBank's reduction of its maximum
loan limit. A copy of the Borrower's evaluation will be provided to
AID no later than February 15, 1976. A similar evaluation will be
effected by the Borrower in 1976 and a copy of such evaluation will
be provided to AID not later than February 15, 1977.



III. DOMINICAN DEVELOPMENT FOUNDATION (DDF)

( in thousands )

a) Finzncial Target - To make available for expenditure by the implementing agency in 1974, 1975, 1976, and 1977 the following

arounts to be financed as follows:

CY 1974

CY 1975 CY 197¢ CY 1977 TOTAL
DR Pesos us$ DR Pesos uss DR Pesos uss$ DR Pesos Uss DR Pesos Uss
GODR ce.v... ceriean. . 30 330 330 310 1,000
AID ...... Cecenaeaa. 30 330 330 310 1,000
Total................ 60 660 660 620 2,000

b) Activity Targets - The Program calls for the expenditure of DR Pesos

CY 1974 CY 1975
DR Pesos uss$ DR Pesos Uss DR Pe¢
Credit for Small
Farriers 60 660

and U.S. dollar funds in the approximate amounts showm:

CY 1976 CY 1977 TOTAL
sos uss DR Pesos uss DR Pesos uss$
660 620 2,000

ed ‘8 XINWV
G313JISSYIoNn

8T JO 1T abeg ‘2 34q1yx3
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DDF Credit for Small Farmers

The funds assigned to this activity are to be expended to make loans
in the DDF's small farmer group loan program averaging approximately
RD$350 per farmer benefited. Such leans shall be made in accordance
with its established lending criteria, which criteria shall be furnished
to AID prior to November 1, 1974,



( in thousands )

IV. INSTITUTE OF COOPERATIVE DEVELOPMENT AND CREDIT (IDECOOP)

a) Financial Target - To make available for expenditure by the implementing agency in 1974, 1975, 1976, and 1977 the following
amounts to be financed as follows:

CY 1974 Cy 1975 CY 1976 CY 1977 TOTAL
DR Pesos Us$ DR Pesos Us$ DR Pesos Us$ DR Pesos Us$ DR Pesos us$
GODR ..... 20 260 270 250 800
AID e.oveniiniininnnn, 20 250 270 250 800
Total ...eeurennn... 40 520 540 500 1.59)

b) Activity Targets - The Program calls for the expenditure of DR Pesos and U.S. dollar funds in the approximate amounts ghown:

CY 1974 Cy 1975 CY 1976 cYy 1977 TOTAL
DR Pesos Uss$ DR Pesos Us$ DR Pesos US$ DR Pesos Us$ DR Pesos Us$
Input Credits to
Agr. Cooperatives 40 520 540 500 1,600

03L4ISSYIONA

8T jo £Tabeq *z 31q4yx3
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Inputs Credits for Agricultural Cooperatives

The funds allocated for this activity will be used to: (1) purchase
and warehouse inputs, e.g., fertilizers, plant protection chemicals,
plant materials, and improved seed; and (2) provide these to cooperatives
as loans in kind, monetarily derfominated, for the establishment of input
stocks and systems for sale through approximately 20 cooperatives to
members and non-members, IDECOOP, in consultation with SEA,will furnish
criteria for the sale or loan of inputs to farmers, such criteria to
establish norms and procedures to ensure availability of inputs to the
target group. "



V. CENTRAL BANK

a) Financial Target - To make available for expenditure
amounts to be financed as follows:

by the implementing agency in 1974, 1975, 1976

( in thousands )

» &nd 197; the following

CY 1974 CY 1975 CY 1976 CY 1977 TOTAL
DR Pesos uss DR Pesos Uss DR Pesos Uss$ DR Pesos uss DR Pesos Uss
GODR ...... . ..., 60 1,680 2,690 2,620 7,050
AID.. ..o, 60 680 690 620 2,050
Total .......... et 120 2,360 2,380 3,240 9,100

b) Activitcy Targets -~ The Program calls for the expenditure of DR Pesos and U

-S. dollar funds in the approximate amounts shown:

CY 1974 : CY 1975 CY 1976 CY 1977 TOTAL
DR Pesos Us$ DR Pesos us$ DR Pesog Uss DR Pesos Uss DR Pesos uss
FIDE-Input,
“achirery ard .
slarketing Credit 120 1,360 1,380 1,240 4,200
Guarantee Loan Fund 1,000 2,000 2,000 5,000
120 2,360 3,380 3,240 9,100

¢ 344iyx3
03141SSVIONN

€9 J0 6r abud ‘g XINNY
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FIDE Input, Marketing and gguipment/Machinery Credits

The funds provided for this activity will be used by FIDE to make
loans through commercial bauks and financieras to smal} and medium private
sector marketring enterprigesg including merchants, processors, and whole-
salers to help the marketing system reduce uncertaintieg for producers
and wholesalers as well as to stimulate healthy competition, higher volumes
and lower price margins. The funds will be used to maximum extent for
Btorage, refrigeration and handling facilities and to expand or create
nev facilities where economically feasible,

marketing and machinery credits of the Program, including term of loans,

interest rates, and eligible enterprises as appropriate. Thege criteria

will include orovision for an upper lending limit of approximately

iso 600 to any single enterprise directly or indirectly, and shall
cfude provision of up to 502 of the Program funds for this activity to

be lent as working capital to cligible T2cipients, The conclusions of

- this committee and ;elatedodocuqents. €.8., memoranda of understanding

between.SFA and Central Bank, will be embodied -in a report ‘which is to



VI.

SECRZI/2TAT OF PUBLIC WORKS (sop) ( in thousands )

8) Finaacial Target -~ To make available for expenditure by the implementing agency in 1974, 1975, 1976, and 1977 the following
as follows: .

amounts to be financed

CY 1974 CY 1975 CY 1976 CY 1977 TOTAY,
DR Pesos uss DR Pesos Uuss DR Pesos Uss DR Pesos uss$ DR Pesos Uss
GODR.................. 30 330 330 310 1,000
AID....... Cteeeeteaa., 30 330 330 210 1,000
Total................. 60 660 660 620 2,000

b) Activity Targets - The Program calls for the expenditure of DR Pesos and U.S. dollar fundg in the approximate amounts shown:

CY 1974 CY 1975 CY 1976 CY 1377
DR Pesos uss DR Pesos Us$ DR Pesos Us$ DR Pesos Use
Suvelopment of
T r and
U -errarion Rde.
1.rsugh Caminos
Vezinales 60 660 660 620

2,000

¢ Hqhux3
0314155V1oNn
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Development of Feeder and Access Rnids (through Caminos Vecinales)

The objective of this activity is to support the infrastructure
requirements of the program by constructing or improving approximately
137 Ims. of secondary and penetration rcads during the three years of
the program. Of this number, approximately 4 kilometers of secondary
roads will be built in 1974, 28 kilometers of penetration and 18 kilo-
meters of secondary rgads in 1975 and 1976, respectively, and 26 kilo-
meters of penetration and 15 kilometers of secondary roads in 1977,

For the total 137 kms. to be constructed or improved under the
program, a labor intensive method will be employed, using to the
maximum extent rural hand labor, largely drawn from the areas of the
small farmer target group. Construction will occur, to the maximum
extent feasible, during times of the year when rural workers are under
unemployed. .

Prior to the first disbursement of any funds designated for this
activity, the Borrower will develop a work plan acceptable to AID for
the- implementation of: the roads program to be carried out- in-1974 and
1975 by the Caminos Vecinales Division of the Secretariat of Public
Works. Areas of high small farmer population density and greatest need
will be identified by SEA in cooperation with SOP, and the work plan
will include the specific types, areas and length of roads to be built.
The roads selected will be based on economic feasibility studies and
the roads or road networks will be ranked in priority order. A similar
work plan for 1976 and 1977 will be developed by the Borrower not later
than November 1, 1975, ’

The joint program will be in addition to Caminos Vecinales' normal
construction activities. Accordingly, separate accounting, supervisory
and administrative measures will be taken. The costs of additional
personnel needed to administer the program will be included in the
Borrower's contribution. Equipment and vehicles related to prosram
activities will be contributed by the Borrower from sources outside
the progran.



TABLE I

Annual Percentage Increases in GDP and its Sectoral Components 1963-1972

Total GL?
Agriculture
HMining
Manufactory
Commerce
Transport & Coum.

Other

Source: Central Bank

at Constant 1962 Prices

1963 1964 1965 1966 1967 1968 1969 1970
6.5 6.7 ~12.4 13.4 3.4 0.5 12.2 10.2
1.6 4.7 ~-7.2 7.2 -0.3 0.8 11.3 6.2

~0.9 12.9 -0.8 1.6 30.2 -0.5 14.9 6.5
7.6 -7.0 -21.0 28,5 10.2 -9.7 24.1 18.0
5.3 6.7 -24.4 26.5 2.1 0.2 13.2 13.2

14.6 18.1 =15.4 15.5 2.2 6.0 6.9 17.5 ‘

12.7 11.3 7.9 6.4 3.2 4.1 8.6 8.1

1971
9.9

5.6.

0.2

14.4

13.5
8.8

8.2

1972
12.5
5.5
215.2
13.6
12.9
6.9
1.2

Average
67-72

8.2
4.8

84.4

11.7
9.1
8.0
7.2

1qTyxy
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TABLE II1

Gross Agricultural and Livestock Production
at Constant 1962 Prices

1971 Percentage Annual Change
Weight 1963-64% 1965-66 1967--58 1969-72 1965 1970

Total agriculture 100.0 2.3 -1.2 -1.4 8.3 15.1 6.7
Main export crops 41.8 3.6 -7.6 -5.4 12.9 30.0 5.

Sugarcane (26.1) (-1.7) (-4.6) (-6.5) (18.2) (46.3) (4.0)

Tobacco (3.8) (7.4) (-11.9) (-9.6) (11.4) (28.8) (5.9)

Coffee (7.9) (7.3) (-8.0) (-1.3) (3.7) (12.3) (-2.7)

Cacao (4.0) - (11.4) (-13.8) (-1.0) (10.4) (-4.9) (39.7)
Cereals 16.1 11.5 10.9 1.0 4.5 7.3 7.4
Rootcrops and

tubers 10.6 3.9 2.0 5.5 6.4 3.9
Other 31.5 -1.7 3.5 2.1 6.1 6.4 - 8.2
Total livestock 100.0 5.2 3.2 3.5 5.0 4.1 4.8 5.4
Cattle 20.8 4.6 1.6 7.3 8.9 6.0 0.6 12.6
Eggs and fowl 40.3 6.0 4.3 2.0 4.9 4.5 7.5 - 3.7
Other 38.9 4.8 2.8 3.4 3.4 2.9 4.0 3.8

Sources: IMF Reports

(ATAISSVIONN

Tt Jo z 9%eq ‘g arqryxzy
£9 Jopz »3ed ‘g XANNV



UNCLASSIFIED
ANNEX B, Page 25o0f 63
Exhkibit 3, Page 3 of 12

TABLE IIl
Balance of Payments of the Dominican Republic

1971 ~ 1974
(RD$ millions)

Items 19721/ 10722/ 19732/ 19743/
Exports (FOB) 243.0  347.6  442.1  561.4%)
Imports (FOB) 311.1  337.7  421.9  563.0%)
Trade Balance - 68.1 + 9.9 + 20.2 - 1,6
Net Services - 75.4 - 84.7  -148.6  -157.0%)
Net Transfers +22.4  +30.6 +30.5 + 30.0%
Current Balance -121,1 - 44,2 - 97.9 -128.6
Official Capital (det) 14.9 12.4 14.0 42,09
Private Capital (Net) 109.1 99.2 73.1 70.0%)

Balance on Capital Acct. +124.0 +111.6 + 87.1 +112,0

Balancing factors:

SDR's 4.6 4.6 - -
Errors, ommission & other - 8.2 - 60.3 + 15.7 -
TOTAL +120.4 + 55.9 +102.8 112.0
Net Change in Reserves + 0.7 - 11.7 - 4.9% + 16.6

(- = increase)

1/ Central Bank: revised actual data
2/ Central Bank estimates
3/ USAID-Central Bank projection

*According to the Central Bank official net foreign exchange rzserves at

the end of 1973 amounted to $38.9 million.

a) The report figure same as in Santo Domingo 777, para 6.

b) The import figure shown in Santo Domingo 777 has been reduced by $17.7
million to conform to Central Bank estimate that imports of petroleum
and petro chemicals would increase by $94.3 million during 1974 rather
than $112 million.

c) USAID projection

d) IBRD



TABLE IV

External Public Debt
(In millions of pr units)

Undisbursed
End of Period on
1966 1967 1968 1969 1970 1971 1972 12/31/72
Total (by source) 87.6 141.0 176.1 213.1 261.7 264,7 291.2 53.8
U.S. Government 73.5 122.9 153.6 179.9 201.5 188.2 20C.3 24,1
PL 480 (12.6) ( 16.4) ( 26.1) ( 31.2) ( 35.8) ( 43.3) ( 51.0) (7.0)
AID supporting
assistance (44.5) (76.9) ( 83.5) ( 84.6) ( 91.1) ( 87.1) ( 85.7) ( ~-=)
AID project loans ( 4.3) ( 14.0) ( 24.5) ( 40.3) ( 45.7) ( 37.4) ( 43.1) (17.1)
Export-Import Bank (12.1) (15.6) ¢ 19.5) ( 23.8) ¢ 25.9) ( 20.4) ¢ 20.5) ( -~=)
1DB 6.2 9.6 13.4 24,5 33.1 38.5 42.0 20.1
IBRD — -— -— _— 10.6 23.0 23.0 _—
IDA — — — — — — 0.3 4.4
Suppliers' credits and
bank loans 7.9 8.4 9.2 8.7 16.5 15.0 25.6 5.2
France ( 0.4) ( 5.2) ¢ 0.1) ( -=2) ( —) ( -=9) ( -—=) ( -—)
Spain ( 2.5 ( 3.7) ( 5.0) ( 4.0) ( 3.4) ( 4.7y ( 3.2 (5.2
United Kingdom ( 3.7y ( 3.6) ( 3.6) ¢ 3.6) ( 2.7) ¢ 4.1) ( 6.0) ( --=)
United States ( 1.3) € 0.9) (¢ 0.5 ¢ 1.1) (10.4) ( 6.2) ( 16.4) ( —=
Total (by borrower) 87.6 141.0 176.1 213.1 261.7 264.7 291.,2 53.8
Central Government 67.5 110.3 134.2 148.9 167.5 160.8 170.9 13.3
Direct loans (63.7) (102.8) (122.9) (131.4) (148.4) (141.7) (151.0) (13.3)
Two-step loansl/ € 3.8) ( 7.5) (11.3) (17.5) (19.1) ¢ 19.1) (¢ 19.9) (-9
Other pencral government 1.4 2.3 2.6 3.7 4.1 3.7 4.4 2,2
Public enterprises 11.0 15.0 20.0 39.9 54.1 52.5 64,2 17.2
Public finanecial
intermediaries 7.7 13.4 19.3 20,6 22.2 21.6 25.6 15.9
Private sector (with :
governnent guarantee) —— - - -— 13.9 26,1 26.1 5.2

Sourcce:

International Monetary Fund

1/ Comprises four loans
trial Development Corporation, and the Dominican
ient for further utilization of the funds,
‘r interest and en longer terms than those

from U.S. AID to the

granted to the original user.

Agricultural Bank, the National Housing Bank, the Incdus-
Finance Corporation repayable to the
and ultimately repayable by the Government

Dominican Gevern-
to U.S. AID at low-

¢t JO 4 23eq ‘g 31qryxy
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TABLE V

External Public Debt Service

Total
Amorti- Total (As per cent of

Total zation Interest (As per cent exports of goods
(In millions of SDR units) of GDP) and services)

1965 3.3 2.4 0.9 0.3 2.3

1966 3.3 2,0 1.3 0.3 2,1

1967 6.8 4.9 1.9 0.6 3.6

1968 7.5 5.0 2.5 0.6 3.7

1969 12,1 7.6 3.9 0.9 5.3

1970 16.2 9.8 6.4 1.1 6.2

1971 27.9 20.7 7.2 1.7 9.5

1972 18.8 10.6 8.2 1.0 5.0

Projected

1973 22.5 14.9 6.8 - -

1974 20.3 13.5 6.7 - -

1975 20,2 13.7 6.5 - -

1975 19.1 i2.9 6.2 - -

1977 20.4 13.9 6.5 - -

Sources: Internationel Monetary Fund



TABLE VI

Factors Influencing Expansion and Contraction of the Money Supply*

1968 -~ 1973

(RDS millions)

A. Expansion Factors - Total

International Assetsil
Seignorage Value

Banking Loans
Investment in Stocks

B. Contraction Factors - Total

Time & Savings Deposits
Othe:&/

C. Total Money Supply (A-B)

*Including Official Deposits

1/ Include international assets of
2/ Include changes in capital, bank

Source: Central Bank Bulletin

1968

374.4
53.3
3.6
145.3
172.2
211.3

72.2
139.1

163.1

Central Bank, Commercial Banks and Value of mone
ing reserves etc.

1969

427.
58.
3.

177.
182,

245

93.
152,

177.

8

9
8
6
5

.8

~I

1

0

1970

466.0
56.1
3.8

211.3
194.8

259.6

118.1
141.5

206.4

1971

556.4
84.2
4.0

256.6
211.6

330.3

144.9
185.4

226.1

1972

651.6

82.2
4.3
317.0
248.1

384.9

188.2
196.7

266.7

1973

803.7

103.5

4.6
430.1
265.5

489.2

244.8
244.0

314.5

y coining.

1 XUNNVY
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TABLE VII

Total Public Sector Agricultural Expenditures

As Compared to Total Public Sector Expendituresl/
Total 2/ Total 3/ Agriculture
Public Sector Agricultural _ Expenditures
Expenditures Expenditures Agricul ture Irrigation As % of Total
(1) (2) (3) (4) (5 =2)
1
1968 246.9 31.8 27.9 3.9 12.9
1969 _ 283.1 38.7 27.6 11.1 13.7
1970 316.7 35.4 24,9 10.5 11.2
1971 363.1 41.7 28.2 13.5 11.5
1972 422.7 49.0 31.2 17.8 11.6
1973 486.1 63.3 48,1 15.2 13.0

1/ From all resources (domestic and foreign).

2/ Data obtained from AID Form 10-74. No actual availabl: after 1972. Figure
for 1972 represents USAID estimates on preliminary data received from Budget
Office. Data for 1973 calculated on basis of 15% increase per year, based on
trend during last 3 years.

3/ Total and breakduwn classification for years 1968-1972 are actuals. Total
for 1973 is o preliminary actual expenditure.

Source: 1968-1972 National Budget Office and AID Form 10-74
1973 Preliminary actuals - QNAPRES



Total Agriculture F1nanc1ng2/

Total Agricultural F1nanc1ng1/

TABLE VIII

Sec., of Agriculture
Other Central Government
Decentralized Agencies
a) IAD

b) IDECOOP

c) Tobacco Institute

d) Valdesia Corp.

e) INDRHI

£f) Inazucar

g) Banco Agricola

h) INESPRE

(RD$ millions)

1968 1969 1970
31.8 38.7 35.4
9.9 11.9 12.1
11.6 15.6 15.5
10.3 11.2 7.8
(0.8) (1.6) (1.5)
(1.1) (0.4) (0.4)
(0.1) (0.1) (0.1)
(-) (0.5) (0.6)
(0.3) (0.2) (0.5)
(0.1) (0.1) (0.1)
(779) (8.3) (4.6)
(-) (-) (-)

1/ From domestic and foreign resources.
2/ Data through 1972 are actuals.

UNCLASSIFIED
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1971 1972 1973
41.7  49.0 63.3
11.6 12.3 23.6
18.2 17.5 16.0
11.9 19.2 23.7
(1.2) (2.8) (3.7)
(0.2) (0.2) (1.4)
(0.1) (0.1) (0.1)
(0.8) (4.2) (4.6)
(0.7) (4.0) (2.3)
(0.1) (0.1) (0.1)
(7.1) (6.0) (6.9)
(1.8) (1.8) (4.6)

Data for 1973 are preliminary actuals,
The irrigation component does not match with the breakdown used in
Table VII,since different sources were used.

Source: Ejecuciones del Presupuesto 1968-1973, National Budget Office



1968
1969
1970
1971
1972
1973
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TABLE IX
Current and Capital Breakdown of the

Public Sector Agricultural Expenditures*
' (RD$ millions)

Total
Agricultural Expenditures Current Capital

31.8 N/A N/A
38.7 N/A N/A
35.4 18.9 16.5
41.7 26.3 15.4
49.0 25.8 23,2
63.3 N/A N/A

* No bzeakdown available for the years 1968-1969 and 1973
on the desired basis. Figures for other years were calculated
from budget execution reports and are not official.

Source:

Basic data obta’ned from ONAPRES.
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TABLE X

Total Agriculture Sector Financing by Sourcel/

Total
Agric, Domestic Resources Foreign Resources
Financing Millions % of Total Millions % of Total

1968 31.3 24,7 79.0 6.6 21.0
1969 38.7 33.5 86.5 5.2 13.5
1970 35.4 31.5 88.9 3.9 11.1
1971 41.7 37.9 90.9 3.8 9.1
1972 49.0 44.2 90.2 4.8 9.8
1973 63.3 57.4 90.6 5.9 9.4

1/ Total and breakdown classification for years 1968 through 1972 are
actuals. Totals for 1973 are actuals, but component breakdowns have been
estimated on the basis of expenditure trend.

Source: 1968-1973 National Budget Office
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froaz Do:.estic Resources

(RS millions)

1966 1967 1968 1969 1970 1971 1972 1973

Budget Actual Budget Actual Budget Actual Budget Actual Budget Actual Budget Actual Budget Actral Budzet Aztuval

Soecial Se. -3 5 66.1 s57.4 55.2 59.0 61.2  61.8  70.1 70.7 76.7 85.8 96.0 97.8 106.4 103.0 131.3 SA
1. Education 37.1  28.0 29.2 29,3 31.3 29,9 35.3  35.4 41.5 40.8 46.0  43.4 53.6 46.2 59.7 -
2. Health 26.0 27.7 23.1  22.2 23.1 22.0 26.2 25.4 26.5 23.9 33.3  32.2 38.2  33.4 59.3 -
3. Housir - 0.6 1.2 4.7 2.5 4.4 4.7 5.0 3.3 9.1 4.1 13.0 6.0 13.3 6.8 -
4. 3.0 1.1 1.7 2.8 4.3 5.5 3.9 4.9 5.4 7.0 12.6 9.2 8.6 16.3 5.5 -
Economic sor.iges 58.3 38.4 34.6  37.6 33.5  49.9 62.6 63.0 48.9  71.2 55.1 96.2 68.3 112.1 69.4 NA
1. Agricv i 19.7  11.4 10.9 10.0 13.1  13.6 12.5 15.1 12.3  12.7 12.5 13.1 16.9 14.3 25.5 25.5
2. Irrig: . NA NA NA 2.6 NA 3.1 9.4 9.2 4.8 8.7 9.6 12,2 10.7 12,1 7.3 =
3. Indust:y { Cozzerce 2.0 1.7 0.8 0.9 1.6 0.8 1.1 1.0 1.2 1.8 1.5 1.8 4.1 2.6 2.8 -
4. Trausprot-iion & Com. 30.1  19.3 20.5 20.4 16.7 26.3 31.3 31.8 27.1  40.9 25.7 57.5 29.5 48.6 26.8 -
5. Urbani : & Public Bldgs. NA NA NA NA NA 3.6 4.4 4.3 3.4 4.9 2.4 8.1 3.1 30.7 5.2 -
6. Other 6.5 6.0 2.4 3.7 2.1 2.5 3.9 1.6 0.1 2.2 3.4 3.5 2.0 4.8 1.8 -
General € cv:ves 111.3  84.9 88.4 80.7 82.1 85.6 84.0 91.7 88.6 95.4 90.9 98.1 100.9 3:05.3 102.0 2N
1. Gerer-i Alain. 25.0 16.6 17.7  14.1 14.2 17.0 16.5 20.4 19.5 22.9 19.9  23.8 22.1  29.1 23.0 -
2. Defens. 35.0 32,6 29.6 30.8 29.0 35.0 29.1 29.8 29.4 30.8 30.0 31.2 29.2  32.5 30.2 -
3. Justice & Police 18.0  17.2 17.3  16.5 16.7 17.6 17.3  17.6 17.8 17.0 19.4 17.7 19.9 18.8 20.3 -
4. Public; [ Hts 5.5 6.3 6.2 6.5 8.8 6.5 7.9  10.7 9.0 11.8 18.5 12.3 14.5 12,0 14.3 -
5. Other 27.8  12.2 17.6 12.8 13.4 14,0 13.2  13.2 12.9 12.9 3.1 13.1 15.2  12.6 i4.2 -
Total 235.7 180.7 178.2 177.3 176.8 197.4 216.7 225.4 214.2 252.4 242.0 292.1 275.6 327.9 302.7 362.3

Source: 1915-1974 Ejecuciones del Presupuesto, and Presupuestos y Ley de Gastos Piblicos, ONAPRES



TABLE XII

Agricultural Credit in Relation to Total Credit
(RD$ millions)

Total Agricultural Creditl/ Origin of Agricultural Credit
Banking As 7 of Total Commerc§7l Agricultural
Credit Total Banking Credit Bankiug= Bank

1968 . 203.5 67.4 33.1 1n.7 56.7

1969 240.4 67.6 28,1 9.8 57.8

1970 278.9 72.5 26.0 11.3 61.2

1971 327.5 74.3 22.7 11.6 62.7

1972 352.6 72.7 20.7 14.0 58.7

1973 506.83/  85.6 16.9 21.6 64.0

1/ Excluding Agribusiness Credits made by the two private Financing Companies (Financiera and

COFINASA).
2/ Includes FIDE direct financed and through commercial banks.

3/ Totals for Financieras and Housing Associations have been estimated based on last years
figures.

Source: 1968-1973 - Central Bank Bulletins

3o Z1 aded *¢ 3Tqryxg

A

;c:
Z &
mor
< >
[2]
o
.
=
oot
£
m o
1]
w
&
2]
[ ;]
=23
w



UNCLASSIFIED
ANNEX B, Page 35 of 63
‘Exhibit 4, Page 1 of 5

EVALUATION INDICATORS 1/

a. Swall Farm Credit Element

(1) Number of recipients benefiting from AgBank/SEA loans in
the category of RD$1-500 loans changes from 607 of total loans in
1973 to 622 in 1975, 65X in 1976 and 68Z in 1977,

(2) Number of recipients benefiting from AgBank/SEA loans in
the category of RD$501-1000 loans changes from 15.5Z of total loans
in 1973 to 18.7% in 1975, 19.0% in 1976 and 20.0% in 1977.

(3) Amount of AgBank/SEA agricultural loans which benefit
indf§viduals in the range of RD$1-500 changes from 13% of total loan
amount in 1973 to 18.4Z in 1975, 26.9% in 1976 and 30.3% in 1977,

(4) Amount of AgBank/SEA agricultural loans which benefit
individuals in the range of RD$501~1000 changes from 11% of total loan
amount im 1973 to 15Z in 1975, 16.5% in 1976 and 18Z in 1977.

(5) 1In base year 1973 AgBank/SEA closed 39,746 loan trans-
actions beunefiting individuals. As a result of the loan Program funds,
AgBank portfolio shifting, rollovers and multiple cropping within the
calendar year, it is anticipated that the number of farmers benefiting
from AgBank/SEA lending should reach 50,000 in 1975, 60,000 in 1976
and 65,000 in 1977,

(6) Average length of time for processing loan document from
application to first disbursal not exceeding 15 days beginning 1976.

(7) AgBank/SEA AID-supported portfolio:

0-60 days overdue not exceeding 157
61-180 days overdue not exceeding 10%
over 180 days overdue not exceeding 5%

1/ These indicators have not been negotiated with the individual
implementing agencies. Thereforc, the magnitude of any
individual indicator may be subject to change as the result
of Jetailed implexzenting negotiations.
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(8) Breakdown of AgBank/SEA loan Program beneficiaries ag
follows:

752 operate 80 tareas or less
15 operate 81-250 tareas
102 operate 251-500 tareas

60Z (by amount) operate 80 tareas or lesg
30X (by amount) operate 81-250 tareas
10% (by amount) operate 251-500 tareas

Note: One acre equals 6.5 tareas.
One hectare cquals 15.9 tareas,
Land area measurement kept by AgBank/SEA will
be in tareas.

(9)  Annual turnover of profeysional AgBank staff does not
exceed 10Z.

(10) AgBank operating expenses can be met from operating
income beginning 1975,

(11) One field credit agent per 200 borrowers by 1976.

(12) Fach borrower visited 3 timeg (average) during crop
season by field credit/extension agent.

(13) Commercial bank credit to agriculture changes from
RD$20 million in 1973 to minimum of RD$37 million in 1977,

(14) In base year 1973 DDF closed loans benefiting approxima-
tely 6,000 farmers, As a result of the loan Program funds, rollovers

(15) DDF's AID-supported portfolijo:

0-60 days overdue not exceeding 52
61~180 days overdue not exceeding 5%
over 180 days overdue not exceeding 5%

(a) For sector program small farm credits 75% of the
total amount goes to groups averaging 10 borrowers.
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(16) Breakdown of DDF loan Program beneficiaries as follows:

75Z operate 80 tareas or less
20% operate 81-250 tareas
5% operate 251-500 tareas

60X (by amount) operate 80 tareas or less
35% (by amount) operate 81-250 tareas
5% (by amount) operate 251-500 tareas

(17) Annual turnover of DDF professional staff does not
exceed 102,

(18) One field credit agent per 200 borrowers by 1976.

(19) Each borrower visited 3 times (average) during crop
season by field credit/extension ageut,

(20) Average length of time for processing loan document . from

application tc first disbursal not exceeding 15 days beginning 1976,

b. Irput Credit Element

(1) SEA input sales as follows: $200,000 by 1976
(was zero in base year 1973) $400,000 by 1977 (cumulative)

(2) IDECOOP input sales (through agricultural coops only) as
follows: (was zero in base year 1973):

$ 500,000 by 1976
1,100,000 by 1977
1,600,000 by 1978

(3) Agricultural coop membership as follows:

6,000 in 1973 (actual)
7,000 by 1976
8,000 by 1977
9,000 by 1978
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¢. Market Research/Farm Management Element

(1) Unit staffed nationally with 7 professionals with B.S. or
M.S. degrees by 1976.

(2) Unit staffed regionally with 22 professionals with agricul-
tural degrees by 1978.

(3) Each regional unit with minimum of one professional and
one support persomnnel by 1978,

(4) Annual turnover among professional personnel (nation and
regional) limited to 10%.

(5) First micrp-economic production packages developed and
disseminated for key crops at regional and sub-regional level at 22
regional centers by 1976.

(6) First area-specific market information data developed and
being disseminated by 22 regional centers by 1976.

(7) Production and merketing related information being
broadcast to farmers beginning in 1975.

(8) SEA marketing unit has established close working relatjon-
ship with CEDOPEX and INESPRE.

d. Human Resources Element

(1) 70% of recipients of vocational training earning at least
20% of annual income from learned skills by 1978.

(2) 80% of recipients of vocational training still resident in
same area 2 years after completion of training.

(3) GODR undertakes (without ALD assistance) vocational program
covering at least 3,000 persons per annum by 1978,

(4) GODR announces (approves) plans to grant B.S. (Agriculture)
by academic year 1976/77.

(5) Dominican university grants equivalent to a U.S., B.S.
(agriculture) degree at the end of academic year 1977/78.
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€. Feeder Roads Element

(1) Net economic value added to areas of concentration as a
result of feeder road being constructed.

(2) Humber of additional acres put into production in the
area served by the feeder roads being built is 20% higher than prior
to construction.

f. General Goal Indicators

(1) Imports of staple food crops (rice, beans, etc.) increase
at a rate of less than 32.

(2) Food production per capita (based on standard index)
increasing at accelerated rate, e.g., greater than the current 4%.
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Rural Feeder Roads Tentatively Identified for Selection
under GODR/AID Scctor Loan Program

Number of Type of

No. Name of Road Kilometers Principal Crop Terrain 1/
1 Mencia -~ Lz Altagracia 7 Coffee M
2 Aguas Negras - Las Mercedes 13 " M
3 Ei Manguito - Avila -~ Aguas

Negras 10 " M
4 Paso del Jobo - Firme del

Manaclal 5 " M
5 Cruce de Galedn - Matadero 8 " R
6 Ciénaga ~ Manaclal - Los

Anones 5 " M
7 Descubierta ~ Guayabal -

Los Bolos 20 Fruit ot
8 Polo - Ta lanza -

Los Lir.Jos 10 Coffee M
9 Las Aullamas -~ Los Charquitos 5 Fruit M
10 Polo - Monteada Nueva 3 Coffee M
11 Platédn - Lanza Arriba 4 Coffee, Fruit M
12 Barrio Nuevo - La Vivora 12 Fruit M
13 Rio Cafio - Santa Elena 14 Coffee M
14 La Guizara - Santa Elena 9 " M
15 El Portdn - E1 Llano -

Palo Seco 5 Fruit M
16 Elias Pifas - El Pino -

Sabana larga 12 " R
17 Sabana Larga - Hato Viejo 6 " R
18 Cambita - Garabito - El1 Tablazo 15 Coffee, Cacao M
19 Ingenio Nuevo - Cruce de Nolasco

De Ledn 2 Sugar R
20 Cambita - Garabito - El

Majagual - Manomatuey 8 Fruit ¢!
21 Cambita - Arroyo Maria 5 Coffee ot
22 La Toma de Cambita - EL

Deboronao 10 " M
1/ M Mountainous

R = Rolling

L

= Level
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Number of Type of
No. Name of Road Kilometers Principal Crop Terrain
23 Hato Damas -~ Limén Dulce 3 Coffee M
24 Hato Damas ~ Dasa 2 " M
25 Borbén - Naranjo Dulce 6 Coffee, Fruit I
26 Santa Maria - Mata Palomo 7 " " R
2 Maluco - Los Pomos 6 " " L
28 Los Pomos - Cabeza de Toro 10 " " R
29 La Gina ~ El Cuanse 5 Rice, Cattle, Fruit I
30 Esperalvillo - Dionisio -
La Gudzuma 4 " " " L
31 Recta Serrallés - Mata de
Plétano 5 " " " R
32 Gina al Rfo Higuero 3 Sugar, Cattle L
33 Yayal - La Catalina - Los
Guayabitos - Higuerito 12 Rice, Fruit, Cattle R
34 Ojo de Agua - La Jaguita -
los Pirnitos 9 " " " R
35 La Vereda - La Capilla 8 " " " R
36 La Capilla - Pozo Hondo -
Los Cacaos 6 " " " R
37 Rio San Juin - Pozo Prieto _10 Cattle R
Total 284
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RURAL FEEDEK ROADS

The Development Model: Net Subregional Value Added and Ranking
Methodology.

In dealing with developmental benefits often associated with feeder
roads, the analyst is confronted with two basic issues: (1) defining
the possible barriers or bottlenecks to development (e.g., economic,
political, institutional or socological)d/ and further defining "the
level at which these potential bottlenecks exist: national, regional
or local, (2) What is the nature of the changes induced by a feeder
road? How do these changes lcad to an increase in production?

The first issue has been covered in the CAP quite extensively. It
should be noted, however, that feeder roads, and the developmental
benefits stemning from these roads do not take into account the in-
creased savings of present roand users. What little vehicular traf¢ - r
exists on the present trails is assumed to be negligible or measured
with respect to present animal traffic. Mixing of the two net benelit
streams (i.e., uscr savings, however little, and development benefits)
is not only a difficult task of disaggregation of transportation factors,
but runs the risk of doublecounting the direct benefits of development.
Clearly, the avoidance of these conflicts are best treated by neglecting
existing motor traffic, when present peak traffic counts are less than

2 vehicles per week in the harvest Seasons. Assumptions of the
transport model are geared toward the aggregation of the small farmers
and the increased production induced by the total investment package
(i.e., credit extension services, road betterment, etc.), but for
analytical purposes the package is defined under the program activity

of TRANSPORT. Only credit is handled separately to ascertain and
develop that given budget constraint.

Interdisciplinary feasibility surveys will be accomplished mainly at
the local level and compiled to formulate the various activities
within the project area. Strictly addressing the structure of the
model, the evaluation aspects of the Program could be recorded and
filed to later appraise the agri-sector programs. It is also worth
mentioning that during the analysis and evaluation periods cottarce
industries and certain support activities could be included, to
ascertain the sccondary benefits which were too small to measure in the
"without project" case at the analysis stage.

i/ Appraisal ﬁzlhodolggv for Feeder Road Projects
March 19, 1970, Arturo lsrael, 130LD, ([P 70.
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However spin off or supportive industries will not be  included in
this more general analysis. Nor will the regional commercial farms
represented in the activities, because of the unequal mix of commercial
to small farms, and the complexity of separating out the various ad-
vantages, if any, of the investment packages. While cognizant of the
comservative resuits, the activities were felt to be representative

of the characteristics, the region and development based upou the

small farmers.

The activities used to describe the project development will be based
mainly on the production conditions of the activities induced by the
investment package and the road, the relative prices, restrictions on
resources such as labor and animal power, an? transport supply con-~

ditions both in truck and animal transport.g

The premise for this transport model is based largely upon a subregional
test representing the "without project" situation compared to the "with
project". As mentioncd earlier, the project, essentially directed
toward the agricultural sector, provides a road network, the required
road administrative structure, credit, and extension services.

Based upon measured constraints, a minimum level of diet needs shall
be incorporated to demonstrate the basic consumption requirements.
These constraints, combined with the typical unskilled farm labor,
animal power, seasonally hired labor, fertilizers and insecticides,
are then equated to typical farm activities. The basis of the model
utilizes a linear programming framework as the tool in which maximiza-
tion of the value added objective can be easily found. Accordingly,
accounting items 3/ will then be combined with the activities and
used as the basis for the cost profile of the various crops and crop-
ping pattern. In the "without case', as suggested in the project
description, only roads in disrepair, trails, and penetration areas
presec 'y exist, impeding commercial truck transport.

2/ During the exercise, it may be determined that certain accounting
items useful to the overall problem should be incorporated mainly
to facilitate an easy accounting system of the various restric-
tions.

1/ It is interesting to note that the choice of transport mode is
always present.
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Present traffic patterns in the penetration arecas will be measured,
largely by estimating animal power or hcad loads.

It is considered important on the other hand, that the road provide
additional choices to the farmer not only in the transport mode for
his marketable surplus (e.g., animal or truck) but also a new array
of crops, possibly including perishables, and processiblc items., The
inclusior of perishable crops implies that a derived demand may
exists because of the new road network.,

Inasmuch as the road makes the arca accessible to a large market, it
also triggers an additional demind for hired labor to tend extended
farmlands. Credit is introduced which exposes the small farmers to

the program services included in the "with road" test. Accordingly,

the extension services will transfer knowledge and techniques to the
small farmer especially with regard to use and advantages of fertilizer,
pesticides and insecticides.

Table I, attached, illustrates the basic assurptions utilized in the
Linear Programming Model.

Equating the activities with the natural constraints to resources
produces a maximization of the value added to the region. The net
value added between the two alternatives (with and without) is then
treated more specifically as the net benefit to the subregion.
Subsequently, adding the project cost (algebraically) to the net
benefit streams results in the net cash flow, yielding the economic
benefit-cost ratio. Thus in a repetitive fashion, single roads, or
minor road networks may be ranked according to their respective
worth. In this manner, the projects are given an uncompromised base,
for comparison which requires nothing more than simple budget alloca-
tion technique to ascertain the physical extent of total road construc-
tion.

The Benefit Cost Analysis

The feasibility of the investment package is supported through the
value added by the combination of activities and the interplay of the
vural farms, and transport mode, and marketing componeuts. Therefore,
the net value added represents a discerete maxiaization which is cou-
verted into anuual benefit resulting from the govermment investment.
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The initial project costs, along with annual recurrent costs, are tlen
compared to the benefits. However, at this juncture the equivalent
uniform annual costs must first be estimated, and the time of construe-
tion, gestation period, etc., be considered in the annual beneit
stream if the two equivalent uniform anrual values are to be compara-
tive.

The model portrays that, as the newly assigned feeder road is
constructed, providing all weather access to the market, labor, land
and credit within the model are soon exhausted to their respective
limits.

At this juncture, animal power longer required for transport, shifts
into the subsistence agriculture, permitting morc use of land and
labor in that section. For instance, if it previously required one
laborer to guide his animal to market, the truck alternative now
frees him from that activity adding to Lhe farm labor force. As
unskilled lahor requirements increase, toward their upper limits, the
scarcity of farm land is realized, and is treated as such rather than
a surplus input. As the iarm develops, resources become more fully
utilized. As credit is introduced, an even greater shift in the
productive structurc will occur through increased production and hired
labor inputs. Finally, the marginal returns of various crops are
projected identifying the unit value of each incremental investment.
In the general model, the trucking function requires one skilled
laborer (cthe driver) with two unskilled cargo loaders. Once thc new
zone of influence is made accessible by truck, the truckers then join
the regional labor force. Since there is no objective riterion for
determining what proportion of the increcased value added corresponds
to each component in the investment package, it should be clearly
understood that all the components contribute together. It follows,
logically, that extension services and technological b.tterment will
not advance sufficiently without good access. As the maximizing
process takes place, we see a multiplier effect occurring, intensified
by the road investment package.

Technical Inputs

While cognizant of the data requirements for a model such as this,

it has been designed such that simple questionnaires could supply thc
majority of the activities described. Accordingly, field data, such
as the Transport Marketing Activity, are described in relative terms
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of walkiag time to market and returp (i.e., aniwal-hours and bitd N
hours); the market price; the number of londs required to haul the
seasonal production; its worth in the market (as compared to the {arm-
gate price); and, the man-hours required to achicve that produ-~tion.
The small farmer is represented through consumption and nuiritional
constraints which must be mer to feed the farm family. Tha insurance
plot (or garden) is identified as agri-subsistence; cr the basic farm.
To illustrate, in Table T under the heading "Agri Sub", the subsistence
level activity suggests (reading down the column) that with 910 nan-
hours of unskilled labor and 15 hours of sk.lled labor on 1 hectare

of farm, plus 108 arimal~hours produces 3,600 kgs. of vegetables,
using 165 kgs. of insecticides and $8.85 of credit /ha, resulting in a
value added to the region which required $10 of production inputs for
each hectare,

Completion of the run yields a maximum value added for one small
family, Aggregating the subregion then results in the regional value.
Subsequently, the value is then placed within the time frame of
project development. More spec.fically, the net maximum value igs
placed at the discrete point in time when full development wili be.
realized. 4 Simple discounting techniques are then applied to develop a
benefit stream which best approximates the likely events and pruject
objectives,

If in the agri-sector scheme of ten years were determined to be the
most likely timing of full development, a jipear growth pattern could
be assumed (exponential growth could also be used), which would best
approximate the rate of growth from year one to full development,

Then, given a discrete level of net benefits ar yedr ten and presumably
none at year one, the linear velationshipsare tabulated (shown
graphically below) and netted against the initial project expenditures
and annual operating or maintenance costs.

4/ Project objectives should be designated such that a 65% achivve-
ment goal could be attained within the road's economic life.
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In essence the discounted cash flow would appear as the following:

n t
"-—-——-———..—_. T - e . et — ——
P\ \
Hadxf‘.\-"
5 b
eat
0?“\/""'
Benefits G‘“eie}" .~
/
- 2 4 6 8 10 12 i 6 e v W P
i R B ““"("“l“' v f“**_——““““/_arme(umm)
l ’
— MV N N \L - _.\/__,,,.*v_..___.__"..-./
/,
(A) Annual Costs 4

Costs l

v Initial Costs

Once the net cash flow is established a benefit cost ratio is calcu-
lated in the following manner:

Lo ntl . tn
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Penetration Roads
Methodology for Measuring Increases in Income to Rural Workers

{Average Construction Time of 15 Working Days per
Kilometer with Present Labor Intensive Technology;
Average Length of Road of 2 Kilometers)

Total
Type of Labor Number Cost per Day Labor Cost
Section Boss 10 $ 4.00 x 15 days per knm. $ 600
Unskilled Worke.s 100 $2.00 x " " " 3,000
Cenent Masons and
Carpenters 4 $ 4.00 x " " " 240
Drivers 7 $ 6.0 x " " 630
Helpers 7 $ 3.50 x " " 368
Surveyors 5 $ 6.00 x 6 days per km. 150
Technical Supervisor
($300 per month) i $12.00 x 15 days per km. 180
Total per kilometer 134 $5,168

134 workers x 82 kilometers x 15 working days = 164,820 man/days of
employment. over the life of the Program, thus creating temporary employment
opportunities for 3,256 rural workers and a total of $423,776 in increased
income ($5,168 x 82 kilometers).

Assumpticns:

1) Construction will occur during the relatively dry months of June,
July, August, January, Februsry and March.

2) A heavy turnover rate due to workers tending theiv own plots or
being engaged in other agricultural work.

3) An average of two months emplovment (50 work-~days) at an avernvo
daily wage of $2.57 (total labor cost divided by 134 workers, divided by 15
days, the average length of time requircd to construct one Lilometer),  7oge,
the average incremental carnings per vorker per vear becomes $128.56.
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Principal /Secondary Rural Roads
Methodology for Measuring Increases in Income to Rural Workers

(Average Construction Time 25 Working Days per
Kilometer with Present Technology; Average
Length of Road of 10 Kilometers)

Total
Type of Labor Number Cost per Day Labor Cost

Section Bosg 1 £ 4,00 x 25 days per km. $ 100
Unskilled Workers 15 $ 2,00 x " " " 750
Machine Operators

(front end loaders,

tractors, etc.) 5 $ 8.40 x " " " 1,050
Operator Asgistants 5 $3.50 x " " " 450
Cement Masons and &

Carpenters 34 $4.00 x " " " 3,400
Drivers 4 $4,00 x " " " 400
Tchnical Supervisor
(4300 per month) 1 $12.00 x " " " 300
Total per Kilometer 65 $6,450-

65 workers x 55 kilometers x 25 working days/lm. = 89,375 man/days of
employment over the life of the Program, thus creating temporary employment
opportunities for 1,788 rural workers and a total of $354,750 in increased
income (86,450 x 55 kilometers).

Assumpticns:

1) Construction will occur during the relatively dry months of June,
July, August, January, February and March.

2) A heavy turnover due to workers tending their own plots or other
agricultural work.

3) An average of two months emplovment, 50 work days per worker at an
average daily wage of $3.96 (total labor cost divided by 65 workers divided
by 25 days, the length of tiwe required to construct one kilometer). Thus,
the average increoaental earuings per wocker per year becouies §198.46.
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Cooperative (1)

Name: Caficultores de Banf
Location: Banft
Mecmbers: 1,200

Administration: Excellent -- coffee assembly, grading, packing and
export.

Warehousing Capacity: 20,400 cwt of which approximately 8,000 cwt could
be used for inputs.

Loan Experience L-020: None

Cooperative (2)
Name: El Amparo

Location: Barahona

Mombers: 8§00

Administration: Average -- receives peace corps assistance.
Warehousing Capacity: 35,000 cwt.

Loan Experience L-020: None
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Cooperative (3)

Name: Criadores del Cibao
Location: Moca
Members: 300

Administration: Very Good -- operates a very successful feed mill
operation and has business experience.

Warehousing Capacity: 12,400 cwt.

Loan Experience L-020: None

Cooperative (4)

Name: San Isidro

Location: La Vega

Members: 400

Administration: Average/poor — Mmanagement permitted loss of some
"RD$35, 000 in 1971 through misuse of loan funds for pignoration of
rice from members,

Warehousing Capacity: 14,400 cwt.

Loan Experience L-020:; Very poor -- one of only two probable losses
under Loan 020 to date.
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Cooperative (5)
Name: Rfo San Juén

Location: Rio San Judn

Members: 300

Administration: Very good
Warehousing Capacity: 5,000 cwt.

Loan Experience L-020: None -- net-worth picture good.

Cooperative (6)
Name: Espaillat

Location: Villa Trina, Moca

Members: 1,300

Adminis;ration: Very good -- past two years operations profitable.
Warehousing Capacity: 14,700 cwt.

Loan Experience L-020: Excellent —— two matured loans paid in full.
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Cooperative (7)
Name: FETAB

Location: Santiago
Members: 3,000 in 38 member cooperatives

Administration: Excellent -- unquestionably the best cooperative
operation in the Dominican Republic.

Warehousing Capacity: 30,500 cwt for inputs. Much more for crops.

Loan Experience L-020: Excellent -- repayment of RD$16,000; RD$250, 000,

Cooperative (8)

Name: La Altagracia

Location: Bonao

Members: 132

Administration: Very good.
Warehousing Capacity: 10,400 cwt.

Loan Experience L-020: Excellent.
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Cooperative (9)

Name: Productores del Valle

Location: Constanza

Members: 300

Administration: Average -- newest cooperative in the Dominican
Republic ~- formed for vegetable production and export to the
United States.

Warehousing Capacity: 4,000 cwt.

Loan Experience L-020: Good ~-- onlv loan matured was paid in full.

Cooperative (10)

Name: Santa Cruz

Location: San José de Ocoa

Members: 800

Administration: Average -- receives paace corps assistance.
Warehousing Capacity: 9,500 cwt.

Loan Experience L-020: Very poor --- the first subloan made undec
Loan 020 and thus far one of only two probable losses.
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Cooperative (11)

Name: Padre Las Casas

Location: Padre Las Casas

Members: 307

Administration: Average -- receives assistance from IDECOQP.
Warehousing Capacity: 14,400 cwt.

Loan Experience L-020: Five loans matured, four paid in full. The

other small loan set up as a workout over two years. Weather
influenced repayment.

Cooperative (12)
Name: FENACOOP

Location: Santo Domingo
Members: A Federation

Administration: AID has no experience with this Federation. IDECOOP
rates them very good.

Warehousing Capacity: 14,100 cwt.

Loan Experience L-020: None.
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Cooperative (13)

Name: Macasias

Location: Las Matas de Farféan

Members: 283

Administration: Average to good =~ New cooperative receives IDECOOP
assistance, Peace Corps assistance and also assistance from Redemptionist
Fathers.

Warehousing Capacity: 10,100 cwt.

Loan Experience L-020: No loans matured (one granted).

Cooperative (14)

Name: Mi Propio Esfuerzo

Location: Los Rios, Neiba

Members: 67

Administration: Average

Warehousing Capacity: None

Loan Experience L-020: Three small loans, two paid in full, and

one with over 50% payback and a workout on balance due (less than
RD$2, 000).
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Cooperative (15)

Name: Guananico

Location: PuertovPlata

Members: 89

Administration: Average — primarily a swine production cooperative.
Warehousing Capacity: 3,800 cwt.

Loan Experience L-020: Excellent -- three loans paid on schedule.

Cooperative (16)
Name: El Centro

Location: El Seybo
Members: 300

Administration: Very good -- the best individual cooperative in
the Dominican Republic. Receive Peace Corps assistance.

Warehousing Capacity: 8,900 cwt, however, none for inputs -- cacao
operation precludes utilizing existant capacity for pesticides or
fertilizer. They plan to build additional capacity this year.

Loan Experience L-020: Excellent —- paid in full all matured loans.
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Cooperative (19)
Name: El1 Roblegal

Locaticn: Bani
Members: 200

Administration: Very good —- has additional IDECOOP support in
this respect -- has marketing contract with U.S. firm,

Warehousing Capacity: 30,100 cwt.

Loan Experience L-020: Excellent -- matured loans paid in full.

Cooperative (20)

Name: Prof. Roberto Elfas Blondet

Location: Sabaneta de Ydsica

Members: 280

Administration: To new to rate. This is a savings and loan coop-
erative that is in rural area with 020 subloan for swine productior
and marketing.

Warehousing Capacity: 2,800 cwt.

Loan Experience L-020: Only one loan matured -- paid in full.
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ALLIANCE FOR PRUGRESS
LOAN AUTHORIZATION

Provided From: FAA Sec. 103 Funds (Food Production and Agricultural
Development)

Dominican Republic: Agricultural Sector Loan

Pursuant to the authority vested in the Administrator, Agency
for International Development (“A.I1.D."), by the Foreign Assistance
Act of 1961 ("Act"), as amended, and the Delegations of Authority
issued thereunder, 1 hereby authorize the establishment of a Loan
("Loan") pursuant to Section 103 of the Act snd in furtherance of
the Alliance for Progress, to the Govermment ~f the Dcminican Re-
public ("Rorrower") of not to exceed twelve million United States
dollars ($12,000,000) to assist in financing the United States
dollar ‘and local currency costs of goods and services needed to
support Borrower's program ("Program") directed toward:

(1) increasing agricultural oroduction for domestic consumption;

(2) increasing the productivity of small farmers; (3) increasing em-
ployment in agriculture in the rural areas; (4) developing the insti-
tutional and human resources needed to sustain agricultural growth
and development; and (5) raising and more equitably distributing
rural income.

The Loan shall be subject to the following terms and conditions:

l.. Interest and Terms of Repayment

a. Borrower shall repay the Loan to A.I.D. in United States
dollars within forty (40) years from the first disbursement under the
Loan, including a grace period of not to exceed ten (10) years.
Borrower shall pay to A.I.D. in United States dollars, interest at
the rate of two (2) percent per annunm during the pgrace period, and
three (3) percent thereafter on the disbursed balance of the Loan and
unpaid interest.

b. Goods, services (except for ocean shipping) and marinc
insurance financed under the Loan shall have their source and orijin
in the Dominicanr Republic or any country included in Code 941 of th=
A.L.D. Geograpiic Code Book. larine insurance may be firnanced undoer
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the Loan >nly if it is obtained on a competitive basis and any claims
thereunder are payable in freely convertitle curreacies., Ocean
shipping financed under the Loan shall be procured in any country
included in Code 941 of the A.I.D. Geographic Code Book.

¢. United States dollars utilized under the Loan to finance
local currency costs shall be made available pursuant to procedures
satisfactory to A.L.D.

2. Other Terms and Conditions

a. Prior to the first disbursement or the issuance of any
commitment documents under the Loan, A.I.D. shall have received in
form and substance satisfactory to A.I.D., evidence that:

(1) The Agriculture Bank has lowered its maximum loan
limit to an amount not in excess of $50,000 per loan; and

(2) The Central Bank has established a discount rate
for agricultural loans, which rate is lower than the discount rate
for comuercial or industrial loans.

b. Prior to any disbursement or the issuance of any commit~
ment document under the Loan for Marketing/Farm Management, A.l.D.
shall have received in form and substance satisfactory to A.I.D.
evidence that a Market Research/Information Office and a Farm Manage-
ment Office have been created within Secretariat of Agriculture ("SEA™).

c. Borrower covenants to cause the Agricultural Bank, unless
A.I.D. otherwise agrees in writing, to lower its maximum loan limit to:

(1) $25,000 per loan on or before October 1, 1975; and

(2) To $10,000 per loan for agricultural production and
$20,000 per loan for all other types of lending on or before October 1,
1976.

d. Borrower covenants and agrees to cause the implementing
asencies to seek written A.I.D. concurrence prior to effectir~ any
changes in lending criteria which have been previously submitted to
and approved by A.I.D. pursuant to the Program.
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e. Borrover agrees to unde.tak~ a systematic study of the
basic problems of land tenure and use in the Dominican rural cector
to examine these problems in relation to long-range production and
social goals and focus on institutional and policy changes such as

taxation and 'land transfer mechanisms which may be necessary to solve

such land problems.

f. The Loan shall be subject to such other terms and con-
ditions as A.I.D. may deem advisable.

-Administrator
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