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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 Republic ("Borrower") to assist in financing

the United States dollar and local currency costs of goods

and servives needed to support borrower's program ("Program")

dire(.ted, toviard: (1) increasing agricultural pr-oductior for

domestic consumption; (2) increasing the productivity of small
 
fanmerst (3) increasing employment 
 in agriculture in the rural
areas; (4) developing the institutional .and human needed
resources 

to sustain agricultural growth and development; and (5) raising
 
and more equitably distributing rural income.
 

This loan proposal is scheduled for consideration by the

Development Loan Staff Committee on Thursday, June 13, 1974. Also

please note your concurrence or objection is due by close of

business Tuesday, June 18;1974. 
 If you are a voting member a poll

sheet has been enclosed for you) response.
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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 Secretariat 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 Loaa
 

1. tmount: Not to 
exceed $12.0 million.
 

2. Terms: interest in U. S. dollars at ?P/ luring the first ten
 
years; 3% thereafter. Repayment in U. S. dollars over 40 years,

including P 10-year grace period.
 

C. Pup s
 

To implement and support major policy changes in the agricultural

sector, particularly with regard to the allocation of btidgstary, 
fina
cial and human resources within the sector and to raising the level. Co
 
the total available resources allocated to the sector, thereby increa.;in.:,
production, rural incomes and rural employment. Within a period of three 
years the sector program will double the number of small farm urits vThich 
receive credit and technir-.al assistance and will increase incrementViK.x 
the total amiount of credit resources available to agriculture. 'intzta
neously the orientation of the AgBanik will be shifted toward smal!/m 2tv',
borrowers, anJ cotmnercial banks will assume lending to large scale cotomc,
cial farms backed by Central Bank redi-counting. A system to deliver 
agricultural inputs to 
small farmers will be developed to assure the use
fulness of "dit and commensurate technical assistance.
.- Further,
 
the program wii 
improve institutional coordination by strengtheni*ng the
 
authority and capability of tJ:i 
 Y; 'retarial of State for Agriculture in 
the sector with regard to crei. '!_, marketing activities, educatioa,
input delivery systems, and rw,:., i construction. 

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

http:technir-.al
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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 increase'
to 

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. Provide new educational opportunities to benefit the vocational skills 
of small farmers, and better professional agriculturalist capacilities to scrve 
them. 

4. 
Increase the Dominican Republic's capacity to construct and improve

teeder and access roads, with emphasis on labor-intensive methods and maximuma
 
participation of the road's beneficiaries.
 

The program funding 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 Pzogram 
 950 300 - 1,250

Human Resources Program 960 
 1,650 - 2,610
Feeder Roads Program JJLQ2 - 1,000 2 000 

1,950 10,050 

TOTAL 21 900 120003 

Note: With res.:t 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 der;ned in 
the Loan Agreement) provided that iaands for each such activity are not
 
increased or decreased by more th:. JI iEfthe total amount programmed for
 
each such activity without AID/W t; ,r''rence. 
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~Loan Administr~ation
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The, issues raioed in State'O85059, dated~April 24, 1974 '-'are w,marized 	 ain 4Setion' V, 'hv en-e~vdt h -t retsact'6n-'MsutillSector Loan Committee. T~e are'no other issues. ~ 3 £ 

it is 	recommended that-,a -loAn';be authorized to th ~-rnme n .o f,
Repiiblic,iii U.S . dollarsl fo r n .
amount1 ota,"to lexc-6.ed 12'00 0O'to fina'ne -tl dollar and il~cal, curn6 costs f'o i-the'E;Ag 1ltural'eat oraPro~ram: described herein, :s'ubject to thie following terms-and'.coni' tions:,._ 

1. jInteresl~tndRpetTr~ ~ 
Borowe,,
hal reay
yI~~ears..from the date-'f first 

he aato AID- in-U.S. , do1llars - ihin-londlbn~der, hne loan, : In ludngv aco
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2. Other Ter.is 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
 
full in Section V.
 

K. Capital Assistance Committee 

Capital Resources Development Officer ......... : Theodore T. Foley
 

Chief, Agricultural Development Staff......... : Jimmie M. Stone
 

Reviewing Officers........................: Michael R. Stack,
 
Assistant Director
 

Richard L. Hough, 
Deputy Director
 

Mission Approval Officer......................: 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
 
Tor Mi,.cecl, USAID/DR Financial AnalyE.t
 
Henry Weihouse, USAID/DR Statistitian
 
Dr. BLnito Heariquez, USAID/DR Dominican Attorney
 
Thomas Ivers, LA/DR Financial Analyst
 
James Hawes, LA/DR Agricultural Management Specialist
 
Joaquin A. M'irluez, AID/W 1A/GC
 
Eldon Y. Stewart, LA/DR Agricultural Education Advisor
 
Gerald Schwab, AID/W, LA/DP/ES Evaluation
 
Michael DeMetre, LA/DR International Economist 
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accentuated by the inflationary situation. Because of high profit:

obtained from import substitution and urban real estate, there has been
 
less incentive to invest in agLiculture 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

Attach6 estimates that because of adverse weather agricultural production

fell in 1973 in the output of plantains, tubers, peanuts, corn and rice.i/

Thus it is quite likely that the lower rate of increase of GNP 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 1970-1.973 and a rise in fixed investments from
 
14% of GDP in 1967 to 23.3% in 1973. The sectors principally responsible

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 5.5%. 
 (See

Table II in Annex 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
 

I/ 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 sectors, was the principal cause
of the expansion of the money supply by 10% in 1971, 18% in 1972, and
18% in 1973 (see Table VI, 
Annex B, Exhibit 3). Expectations of
 
rising prices probably also served to increase the velocity of money,
thus putt."ng 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 suggesLs
that the administration of a general price freeze is 
a difficult undertaking. Alternatively, the Government could combat inflation by inone
tary means, especially by controlling the rate of expansion of creditand by dampening import demand for consumer items. Furthermore, thecountryls leading private consultant economist has characterizedCovernment' 
new program which this proposed loan would support as 

the 
"lanti-inflationary". The Central Bank has been following a selectiveand flexible credit policy which lendssomewhat in lower itself to tightening creditpriority areas of capital intensive industry andluxury impo:ts, whilu permitt i

production areas such 

ng a more rapid growth of credit to
 as agriculture. This trend is expected toincrease as a consequence of the new program. This approach would alsostimilata greater production and employment within overall policy torestrain inflation. A selective increase in the level of interest ratesco ld als) be considered, since in view of the present rate of priceincreases, interest rates today are negative. Interest rate adjustmentsto levels that divert funds from cash holdings and the unorganizEcd money
markets to investment in time deposits and sc,,urities could have aconsiderable counter-inflationary impact.
 

The pattern of the balance of frompayments 1967-1971 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 millicn 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 1971a surplus on current to 1973, brought aboutmerchandise
change account during 1972was undoubtedly and 1973.largely brought This
international price of sugar from 1971 

about 
to 1973 

by 
and the appearance of 

the doubling of theexports of ferronickel in 1972Prospects for 1974 
($47 million) and 1973 ($86 million).are very uncertain because of the volatile character of international prices, especially for petroleum.
Annex B, Exhibit Table III intrade account in 1974, 


3, shows that there will again be a small deficit on
foreign 
as well as a significant drawdown of theexchange reserves. country'sIt 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 otherstaple products being exported.
 
Table III provides the first official estimate of the balance cf

payment,; for 1973; 
it also provides aof revisionthe balance of payments contained 
of the 1974 projection

later available data and 
in Santo Domingo 777 based onpartly on estimatesof the Central Bank. of the technical staffThe tentative finding was
$1.6.6 million reduction of exchange reserves 

to show a modest
 
million (net) from the level of $38.9
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 unknownE,e.g.,
inflation on 
the the impact of
balance of payments, still in the picture which
militte aga:inst waking any firm projectior,of devl2opment of the balance of payments over 1974 and its impact on
 

at this time on the course 

the economy.
 

I. 
Debt Service of the Dominican Republic
 
The external public debt of the Dominican Republic rose from
 

$88 million in 1966 to 
$291 million at
in Annex B, Exhibit 3). According 
the end of 1972 (see Table IV
to Central Bank sources, this


public debt had risen to $319 million by September 30, 1973.
public debt services rose External
from $3.3 million or
and service., in 1966 to 
2.1% of export of goods
$18.8 million or 5.0% in 1972 (see Table V).
 

The ratio remained at 
5.0% in 1973.IMF to 
 The debt service is projected by

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 may be expected to fall below the modest level of
5% during the 
next four years.
 

By international standards 
a debt service of less than 10% of
 
the value of exports of goods and services is not considered to 
be a
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serious burden. 
The high prices for staple exports such as sugar and
 
coffee (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 exports of gold) lend assurance to the foreign creditor that
 
for the foreseeable future the Dominican Republic is a good credit risk
 
from an economic standpoint.
 

2. The 1iajor 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% per
 
annum compound growth rate since 1967 the country's human resources
 
remain seriously underutilized without material improvement over 
the
 
7-year pericod. 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 reflect 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 if 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 balance of payments

would appear to be manageable over the short-run. 
The problem of rural
 
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 Role of Agriculture in the Dominican Economy
 

Agriculture is the keystone of the Dominican economy; 
it constitutes about 21% of GDP; 
it employs somewhat more than 50% of the
active labor force; it dominates export trade (agricultural products
account for 75% of the value of total exports); and commerce andindustry haie 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 area 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 dual 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, whil agriculture represents 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 development through tariff protection and investment incentives, as well as
large public investments 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 ei:iploy-ment opportunities exceeding the net increase in the rural labor force.This has not happened in the Dominican Republic as evidenced by thi:fact that during recent years the rural labor force has continued toincrease by about 4,000 a year while substantial unemployment continuesto prevail in the cities. Since investments are at the high level of23% of GDP, a policy of raising aggregate investments would further 
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accentuate inflation. A shift in resource flows with greater cmphasis 
on employment intensive investments in rural areas, calculated aliso
 
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 investments 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 shortagefs whoro
Dominican Republic may have difficulty in importing rr.eded food ,h.,l, 

the
f,

its increasing foreign exchange earninw;, the Doinnicimn (;oviriu.il. 11,111
recognized that greater emphasis has to be given to reigning prol,'tir.1 
for domestic consumption.
 

1/ John W. Mellor: "Economics of Agricultural Development" p. 1.60.
 

http:oviriu.il
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Land: Cultivated land per person in the Dominican Republic
is estimated 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 significant 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
date and 
are being extended to an additional 160,000 acres. 
to
 

As with
land, there is 
no coherent water-use policy and tariffs on agricultural
water art! not effectively applied so as 
to obtain the most efficient
 use. Irrigation works 
now being planned or under construction are
clearly aimed at raising production fer 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 amounted to 
over
40% of the active rural labor force. Agricultural labor productivityis one of the lowest in Latin America. 
 Basic skills are lacking and
 
nutrition is deficient.
 

Credit: Although agriculture received about 20%
credit in 1973, the distribution 
of total bank


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.
 

Tcchrology: 
 Dominican agriculture has 
a small but competent
group of research technicians. The provision of technical niis.i, itancteto farmers, however, is sharply limited at the preIont by aii ,'n.fitiorstaff that is small, inadequately paid and undertrained. It -nuirfaassistance is given principally to farmers whoquently, receive cre!dit. (:or!(!-lack of technical knowledge exists among the groupsame that 
lacks credit.
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Forests: Th2 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 evaluation 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 should 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.
 

Fisheries: 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. An 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 Secre
tariat of Staze 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 (INDRIII). The Central
 
Bank and its development fund (FIDE) have also been playing an increas
ing role in financing agricultural development. Most of these ins tLu
tion are currently receiving or have received external technical
 
assistance during recent years. 
 The recent OAS; mi'itn, ifof':rJIft 
to the Dominican Republic found that the Secretariat of State for 
Agriculture, the Agricultural Bank, CEDOPEX, and the Central Baid 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 Support 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 is an urgent need for working capital in the
 
form of seeds, fertilizers and pesticides for small fartners. This can
 
only be supplied if adequate credit is made available. There is also
 
a need for fixed investments 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
 
services 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 13.7% in 1969 to 11.2%
 
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 99% increase in
 
public spending on agriculture from 1968 to 1973 repre mnts a significant
 
real. increase after adjustment is made for the 32% rise in prices during
 
the period. Further, Table VIII shows how expenditures under the
 
jurisdiction of the Secretary of State for Agriculture rose
 
from RD$9.9 million in 1968 to RD$12. 3 million in 1972 and RD$23.6
 
million in 1973. 'fable 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 1968-1972. Table XF irovidis a co'mtriloi 
of Central Government expenditures for different pirpotieu irim I9 J66 t,( 

1972 (the only functional c];:;ification availablie). It cleary rltowu 
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 irrigalion compared to transportation (highways), 
urbanism a-ac' 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 economic needs. In 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 1.973 ($85.6 million) exceeded total public sector expendi
tures in lgriculture 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 from 33.1% in 1.969 
to 16.9%
 
in 1973 (see Table X1i). The relative decline resulted in large part
from Lno: failure of the Agricultural Bank to raise significantlV the 
absolute level of loans. The Agricultural Sector Loan is premised on 
a very significant expansion of Agricultural Bank credit during the 
next 3 years which should raise significantly the share of agricultural 
credit in tctal credit. 

4. Public Sector Expenditures, Tncome Distribution and Fmloyment 

The OAS Team that was recently in the Dominican Republic

indicated that it was difficult to evaluate public sector allocation 
,f'resources becau.e of absence of data. 
The 1.973 budget execution is
 
not yet .avaikar;e %Tid there are no official projections of p.annad 
expenditures. The Mission also found out that the Office of National 
Planning (ONALAN) is preparing a consolidation of public sector
 
expenditrus and is making projections of savings and investments. 
When that information is available, we wiJ.l be in a better position to 
evaluate the adequacy of projected expenditures for agriculture. USAID 
has c deavorr:d to estimate from information obtained from official 
budget sources public sector expenditures 1968-73 on a consolidated 
basis i.ucon:,,tru.i:ting tables VILT-X. 

Based on the information described above, one can surmise that
 
public expenditures 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 yeairrf . Li 1,owi . 
agricultural credit as a percentage of total creclit ,Ihould rL,,Lur, In 
coming years close to the levels (28%-33%) that prevailed in 1.968-69. 
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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 agriculturalSector program, where there will be 
a 

a $21 million GODR corntributiojand $12 million U.S. contribution, provides adequate earnestne.,sGovernment's o' thtintentions to progressively and significantly increasethe 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 
there shown that net unemployment might be reduced by 40,000 (from 213,000 to 
173,000) over
three-year period as the
 
a result of greater farm production and a program
for the construction of feeder roads. Provision of adequate creditunder reasozibl.e terms, so as to permit farmers financeto neededinputs to raise production, will reduce income disparities and unemployment. In addition to such a program, higher public expenditures onrural infrastructure will be required if rural unem ployment expressed
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 ra-sonable level such as 
100,000.
 

With respect to 
income distribution, the 
assessment lists seven
factors which should contribute to greater equity: a)
allocation of capital, b) greater access to 
a more rational
 

technological information
and production inputs, c) more efficient marketing and leveling of
seasonal price fluctuations, d) expanded employment opportunities,
e) development of useful farm management 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 program.
 

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 mtiltiplier is to be translated into further increases of
income and employment and not be dissipated by rising prices or
increased imports, industrial production will have 
to be rair:td to meet
the demand. 
This presents the country with a unique opportuni ty
initiate toprograms of agro-industry development in rur'jlagro-industries arv;a;. 1;maI Iwill increase supplies of goods needed by farmersreasonable prices and increase demand by creating new maarkets for 
1L

theirproduction. The Sector Program anticipates the need for some credit
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resources 
for the development of such agro-industries
packaging ana storage of farm products. 
as processing,


Slch initiatives will widen
the market for such products thereby providing added incentive for
greater production, partly as a result of import substitution.
agro-industries will be employment intensive and their growth will
 
These
 

help alleviate urban unemployment.
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SECTION :I 
- CONCLUSIONS OF THE AGRICULTURAL SECTOR ASSESSMENT
 

A. 
 Current Situation
 

The 60% 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 triple its population. Consequently, agricultural resources
which are limited 
- and in the future will become increasingly 
so must be allocated in ways which contribute progressively to development and equity and which will provide the margin for advancement of
the rest of the economy.
 

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
but this growth has not been reflected in the agricultural sector
where underemployment and scarcity of capital continues to prevail.
The percentage of CDP attributable to agriculture remains below the
1960 level and in comparative terms, agriculture's share of GDP is
falling, its share of investment lagging.
 

The ocarcity and high cost of imported foods and the mounting
population pressure caused by a three plus percent annual population
growth rate has intensified the need to increase agricultural production. 
 Of necessity, because of the limitations on arable land, attention is focused on small and medium farm units which are engaged in
food crop production. 
These potentially productive farms for lack of
capital, knowledge 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 Dominican group which undertook the Assessment formulated
quantitative agricultural goals within the context of equity and production requirements, crop by crop. 
That is to say, 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 industrial use, import substitution and exportation were all important
considerations in arriving at the goals which were established.
 

Between tio extreme macro strategy alturnatives of maximum production for export with heavy importation of basic food nupplies, 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 alternative 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 consumption. 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 selected, therefore, places emphasis on resource allocation

alternatives which will maintain a rational balance between productio.

for 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 is 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 SEA 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

Progzam. 
The major strategy of the Dominican Agricultural program is
 
to channel greater resources to smaller farms in order to tap their

latent productive 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 support infrastructure, particularly in credit and tech
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 Liank. The lPreuident hau
explicitly stated his willingness to provide the internal 
resources
 
necessary for the accomplishment of the foregoing.
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Heavy, long term investment in irrigation project-, is also an
integral part of the agricultural program. 
Large scale projects have
been underway for several 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
 
more than RD$11.0 million in 1974.
 

As a matter of policy, the economic position of the less advantaged rural worker/producer is of prime concern. 
The GODR is and vill
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 increEsingly 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 experience and knowledge about the
nature of the totality of problems. The conclusions of the first Dominican Sectral Asseosment, (drafts of which are now available and
which will be published in August) are reflected in the USAID's assessment document and are outlined below. 
Essentially these conclusions
 
and recommended 
courses of action constitute the active core of tOc

Dominican Agricultural Development 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 currective
actions either have been adopted or are being planned by Dominican
policy-markers to moderate and progressively overcome 
these constraints
 
so as 
to release productive capacities in the agricultural sector.
 

1. Land Problems
 

The problems of land utilization and 
tenure are manifold and
complex, sociall,,, politically and economically. They are inextricably

tied to undue fragmentation and parcelization of land holdings, a
demand for land in 
excess of availability, a stagnant market for land
transfers and the virtual absence of land taxation. 
Thc:e are no easy.
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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 cadastre, and there is growing recognition, particularly in SEA, of the
need to dcvelop effective and comprehensive land policies geared to a
,ore rational utilization of this scarce resource. Though the solutiors will have to be formulated through evolution in a political aswell as an 
economic context, SEA's ongoing analytical process will be
of great value in evaluating alternative approaches and determining
the appropriate timing for the necessary actions.
 

2.. Injuts and Their Use
 

Inputs - fertilizers, plant protection chemicals, plant materials, improved seed and machinery - are beyond the reach of mostsmall and medium farme. If'production is to increase, credit willhavye to be made profitable through an 
expanded and Limely 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 qtocks and systems for sale to members and nonm,:r'bers; and 
use of regional and sub-regional extension stations as
ait:ernaiwvi- chnnnels when whereand necessary, to assure supplies atteasonable prices to small/medium faris. This supply system will belinked 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 andmonetary and fiscal measures have been proposed which will shift creditmarginally from the industrial/trade sectors to agriculture. 
These
include an adjusted discount mechanism, a guaranteed loan fund, andreductions iv the maximum loan size in the Agricultural Bank for largefan,ers. 
 As a result, significant increases in credit will be pro
vided for agricultural inputs for small 
farmers.
 

4. Marketing
 

Seriouq weaknesses exist in the marketing system for supplying inputs and distributing outpucs. While 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 so as to incorporate a considerable number of subsistence primary pro
ducers into the market economy.
 

5. HIuman Resources
 

Human resources at 
the farm level 
are seriously underutilized,

due both to over-population on the land and 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 resources base
of Dominicnn 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 training in agrononic and manual skills. 
 On the professional level, SEA
plans to identify future manpower needs in terms of the required skills
and numbcrs and to develop the capacity to produce B.S. level agriculturalists 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%). 
 In order to reach more small farmers, SEA
plans quantitative and qualitative improvements through: 
 radio outreach 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 system 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 extension/radio outreach networks; upgrading the qualifications of extensionists by formal in-service training at Dominican universities;

and hiring new extension/credit agents.
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This institutional upg-ading 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 integration of efforts between sector insti
tutions such as SEA and the AgBank as voe.l 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 more solid basis for
 
institutional improvements and production .nd 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 more rapidly than would otherwise be possible, and give the
 
Government more confidence in its ability to address its long-term
 
agricultural problems.
 

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

The GODR bas requested AID assistance to carry out its agricul
tural progr,. The GODR loan request states in part: "The loan funds
 
requested wil.l be utilized in programs and activities which will be
 
put into vffect. by the Government and the private sector, boti: inte
rested in increasing the agricultural productivity and the improvement
 
of the soco econo:mic conditions of the small farmers, basically by 
channeling, in greater scale, the production resources, tlrough the 
credit field, the generation of employment which will result in higher
 
income, the improvement of the production and businesz infrastructures,
 
and the training of the necessary tcchnical assistance." 

The GODR's request affirms that its counterpart funds for the ?ro
gram will derive from the national budget and will be in addition to
 
the normal operating and investment budgets of the Secretariat of Agri
culture and ocher institutions in the agricultural sector.
 



20 
 UNCLASSIFIED
 

The Covernment also proposed to initiate and implement, 
as part
of its reorientation of priorities in the agricultural sector, a series
of program actions leading to specific objectives. Thus, policy changes
will be made in the A-Bank's upper lending limit, which will result ina shift of up to $13.6 million of credit funds in its portfolio forlending to small and mec.ium farmers. Further, incentives will be provided to coimlicrcial banI. to engage in agricultural lending by the establishment of a Guaran,:ee Loan Fund and by offering rediscountingincentives for private b)ank agricultural loans. 
 In tern:!; of providningunified leadership to the sector, an important development is thaL theSecretar-y of Agriculture will, for the first time, 
serve as a member
of the Board of Direccors of the Agricultural Bank.
 

The technical administration of the AgBank, SEA and DDF sinallfarmer credit programs will be expanded aud strengthened through the
addition of 250 field credit agents, 90 clerical/bookkeeping workers
and 20 super-isors. Qualified SLA representatives will be placed inAgBank 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 witriinthe Secretariat of Agriculture and the establishment of a university
upgrading program and 
a program of vocational training in rural skills.
 

The AID Sector Loan is designed to respond to the GODR requestfor assistance in carrying out its agricultural sector development program. 
Capital and technical assistance will provide resources to 
continue and co stregthen programs started under previous Ali) projectloans and other international donor agency loans, specifically by supporting new, accelerated or enlarged initiatives as indicated in thesectoral assessment in the following areas: 
 (I) expansion e,.credit

availability to small farmers, distribution of inputs and del.ivery of
technical assistance to utilize such credit mout productively, (2)
further strengthening the Secretariat of Agriculture to facilitate
marketing re3earch 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 competent professional agriculturalists 
 and (4) expansion of feeder and
access road efforts, 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 manifold, complex and interwoven with political factors and commitments. It is clear at this
point that their resolution must be uniquely Dominican. Thiile the
Sector Program contemplates a Governmental examination of policies
through a study to arrive at 
a reasonable solution to land resources
 
problems, USAID tentatively has concluded that the time 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. IDB
 

The IDB represents the principal donor to the agricultural

sector throughi its $24.8 million loan in support of the Plan Integrado
de Desarrollo Agrupecuario (PIDAGRO). 
 The purpose of this project is
to bolster capacities of the GODR in several key areas 
including agri
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 agricultural loans for approximately 6,000 farmers. 
The provision of this
significant amount of credit, although small in terms of universal

needs, 
is recognized as an important contribution and potentially
beneficial to increasedproduction. 
However, the effectiveness of the

credit will be limited, at least in a geographic sence, because credit

will reach only a small number of farmers in a specific area (Cibao).
 

The training element of the PIDAGRO loan ($2.5 million) provides for in-country and overseas training for 1,027 medium level technical personne!l. 
 This part of the program could have very positive
long-term benefits by providing more governmental services 
to the rural
 
areas involved.
 

The Cadastre portion of the program ($2.2 million) will "upport the work of the Directorate of National Cadastre to map property
lines and identify the potential ot agricultural production and 1ro per
Land use by means of environmental and soils data.
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Other 1PIDAGRO activities include support to an Animal healthand Research Center ($7.8 million) and Agrarian Reform Projects ($7.0
million). The 
essent iailv 

program elements described above represent a ocrics ofunrelated but important individual projects, covered byone loan, which areabeing specific, cannot be considered a truly integrated approach in addressing constraints to agricultural devcloienton a national basis. The Project has not targeted on fundamental pulicyor institutional problems. 
 Its potential for long range impact., OIL-U, 
may be severely limited.
 

The current status of th.. IDB PIDACRO Loan is that $2 million
has been disbursed to date. 
The Fondo para el Desarrollo Agropecuario
(FEDA), the newly-created principal implementin agencT,_ is-bui1-di-17g
its staff with personnel seconded principally 
from other governmentalbodies. PIDAGRO's first quarter lending through tiht Aghank, tile principal fiscal agent of PIDAGRO credit funds, totaled $2,743,734 for 566individual loans with an average size of $4,848. 
 PIWAGRO credit for
agricultural production will be disbursed also through DDF and OCD.
 

The two principal donor programs (AID and 1DB) for agriculturalcredit are viewed as being complementary and mutually supportive. 
 Tile
AID program is different in terms of the target man, loan size, geographic scope 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 need for agricultural credit by small farmers,
the resources of both donors still do not meet small farmer requirements. 
The AID mechanism of providing credits to groups of 
farms will
enable fiscai agents to disburse an 
increased credit portoflio in terms

of peso tota2.s without overloading their capacity.
 

The AID Sector Loan provides resources to support activities
in marketing research, farming systems, marketing systems, input systems, farmer training and technical training, all of which are supportive of activities of PIDAGRO. 
The sector wide impact of the AID Loan
on GODR budget 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 impactof the IDB PIDAGRO Loan in a positive manner.
 

Other activities of IDS relating to the agricultural sector
are in early stages of implementation or are being considered for possible financing in the future. 
The ID has signed a loan for $2.0million to provide assistance in cooperative marine fisheries and 
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marketing, 
Other future activities may include irrigation (Yaque del
Norte), telecommunications, feeder roads and vocational education.
These are viewed as being complementary to AID's sector-wide assistance
 
to the GODR.
 

2. 
United Nations Development Program (UNDP) 
- FAO 

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

In the Cibao Valley activities centeredsoil fertility, irrigation and 
on crop production,

rural admitistration. An extension ,ofthis project funded under the Diversification
Coffee Organization Fund of the Internationalwill provide for 108 man months of overscasversity level scholarships. uni-

FAO provides one expert for the Cacao
Project in cooperation with SEA and USAID.
Medicine is terminating in April, 1974. 
A FAO project in Veterinary


Three technicians are providing technical assistance 
Health and 

in a Training and De,onstration project inAnimal Production. Animal nutrition problems areworked on in a molasses feeding project 
bcing

and in a 5 year project fundedat 
$647,000 in Livestock Pasture Development.
 

There is no duplication between
the UNDP/FAO assistance the AID Sector Program and
in the Dominican Republic. Compleentarityexists between AID and UNDP donor assistance in thatProgram's institutional the AiD Sector
and manpower strengthening elements will enableUNDP assistance to be more applicable to achieving development objec

tives.
 

3. Interamerican Institute for Agricultural Sciences (IICA) 

!ICA, a regional institution funded by the Organization of
American States (OAS), AID and other sources, is skilled in the areasof agricultural program administration and marketing. 
 If integrated
into the Agricultural Program of SEA,
significance. then, it could be of subitsantial
Mi9ile programs of ass;istance in these arvars haveyet been initiated, not(:orm iation: bi2tweml 11(A, LJSA'IJ ,n :,)-.A h.,veindicated the possibility of I'LCA ivw.1vtvuent. IICA'ii p.arl i,:r juT; i,,0,migh t involve ';eminaroj, training cou r'.e; rind, workfidopt I ti :vI,riji,:1tion and management atpccts of ra
research, exterr;ion, :u. rlv. i:t;;, itputsystems and training programs. 
 ILCA has capabilities to provide tech
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nical assistance in the planning and conduct of market surveys, rmarketresearch and farm information activities. 
Such participation would
complement AID and other donor efforts of assistance to the CODR. 

4. International bank for Reconstruction and Development (ILRD/IDA) 

An IDA Cattle credit loan ($5 million), signed in 1971 and
administered by the Central Bank, is now being implemented. The loanproject prcvides long-term credit for up to 80% of livestock development sub-projects and requires that 
a substantial portion of each subloan 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, which may be approved in 1974.
 

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

Both target groups 
and delivery systems under IBPJD/IDA projects fit 
the very large farm category or support major investment in
infrastructure. 
The impact of these programs, while affecting the
sector as a wtiole, do not 
conflict with the proposed AID loan.
 

5. International Center for Tropical Agriculture ( 
 rAT)
 

The research linkages between the GODR and CIAT are being
established on a firmer basis by building on 
to past assistance from
CIAT in rice product-ion and extension training of Dominicans in Colombia. Visits 
to CIA. in May 1974 were made by the chief of SEA planning office and the Sub-Secretary of State for Agriculture in charge

of research arid extension. Regular visits to the D.R. by CIAT rice
 
experts are occurring.
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SECTION III - 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 resources within the sector and to raising the level of thie 
total
available resources 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 regard 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 Agriculture, 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 aclievement of mutually accepted development objectives. The GODR and tho USAID

Mission assign the highest priority to this loan program. The assignment

of this priority by the Government is recognized as valid by the USAID
because the programsector represents a major change of emphasis in the

allocation of resources which is consistent with the productive potential

and AID's concern for less :dvantaged groups. 

3. The Target Group
 

The sector loan program intends two typesmajor 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 program are those who profit from useful market informatio,, inor-e
reasonably priced inputs, improved roads, greater acceHt to|ipito food 
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commodities, and employment opportunities generated by greatly expanded
agricultural credit.
 

a) 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 
sector program, the RD$1,000 limit per loan per individual recipient will
determine 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, 56 tareas of peanuts, 30 tareas of tomatoes or 76 tareas of
ghum. sor-
The RD$1,000 maximum is appropriate for small (under 500 tareas)
existing livestock operations where minor management improvements are
needed. 
There is no lower 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 83% of
Dominican farm units under five hectares in
ated with formal sources of credit such as 
area which are not associ

qualify for, IAD and IDECOOP, and do not
or have not recehtly 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
resources. credit
The group also contains 109,000 units which are under t0
tareas (.63 ha.) 
in size, many of which may be unable to employ credit
with expectation of significant economic returns.
target group Eliminating from the
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 program seeks to serve the maximum possible number 
of farm units in this
category, nelecting, through simple but effective economic evaluation,
those units which have potential for increased production and conercial

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
 

Subborrowers 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).
Ohnershil, is not required. 
The subborrower may be a renter or 
sharecropper; 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 farmers 
for the purpose of receiving credit and to accept legal responsibi
lity for payment of the group loan.
 

(4) The solicitants may (i) be without collateral,
(ii) have poor credit ratings befor reasons beyond their control, (iii)operating farms too small for ordinary financing, and (iv) not be regular clients of credit institutions 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. Functional Aspects
 

1. Credit
 

a) Credit Objectives and Strate_
 

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 toborrowers commercial
credit sources. 
 The funds freed by this step wi]l become avaibabie lor
relending to small farmers. Therefore, the qua:ntity of credit ,oiw,. u,small size will befarms, substantially larger than that. ,rigij,:l iti, I r,,nprogram resources. This shift will be made ponible beritunc oi lie,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 tae large farmer to obtain his credit elsewhere.
 

Equally important is that the measures necessary to 
accommodate 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 expansion,

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 (c) 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 sound
 
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 17% 
or 81,455 of some 455,000

farm units of the country, indicated they received agricultural credit

in 1973.) Furthermore, 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 devise,. 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 total resources, contains three basic elements. 
 They are Small
Farmer Credit, Input/Marketing Credit and New Credit Policies. 
While

the credit inputs are budgeted in set amounts by element, and in turn,

by implementipg 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 crudit, a ceiling of $8.0 million has been placed on the Inputs/
Marketing Credit element subject, of course, to periodic reviews.
regards the entire 	 Asprogram, the funds budgeted for differentactivitieE 	 progra!nsuch 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 credit
funds now going to large farmers, will be shifted to small farm credit
during the 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 handled by the Dominican Development Foundation and $2.0 mil.
disbursed through SEA commercial bank custodial accounts
III B 1. d). 	 (see Section
The group lending technique utilized 
so 	effectively by
the Dominican Development Foundation will be byused all implementingagencies responsible for small farmer credit to 
the maximum extent possible. 
The SEA custodial accounts will follow the pattern set by the
Dominican Development Foundation in utilizing this system of disbure
ment.
 

e The funds can be used for crop production (sugar,
coffee, cacao and tobacco excluded), 
small scale farm improvement,
acquisition of small equipment items and
materials and stock. 
the purchase of improved plant
There will be a $1,000 ceiling on size of subloan
funded with direct program resources. Duration will depend on purpose.
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
the Agricultural Sector Assessment is that this group should become 	
of
 
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 inits with 
No. farm units to receive


Fari credit as
Category a result of
present inszitutional
No. Farms sources of credit (a) credit policy changes
(b) program, resources
 

Large5,001 Multi-FamilyTareas 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

80-500 Tareas 


69,100 
 37,000 - AgBank 
- IDECOOPFamily 

- DDF
21-79 £areas 
 141,140 
 Formal
 

Sub-Family 
 101,312* - AgBank
1-20 Tareas 
 236,510 
 30000 - AgBank Cedit
 
30,00 --

- DDF
A~ank-
- DDF SEA Supervised
Credit
 

- SEA Super-
 - IDECOOP
 

vised Credit
 
- IDECOOP 

435.000 
 75,250 

109.562*
 

* includes a 34 ,312.increment of small farmer recipients as 
a direct
result of 
'-ie AID Sector Leamn.
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major beneficiaries of the government's credit programs. 
The inten
sive review has indicated that the program's resource should be foctsed
 
on 
those farm units under 80 tareas which constitute the target farm
 
unit.
 

To reach the largest practical number of target farnunits, $12.0 million is budgeted for small farm production credit at
 
an 
estimated $350 average per subloan.l/ Accordingly, some 23,500

additional farri units will receive credit through the Agricultuaral Vank,
SEA Supervised Credit and Dominican Development Foundation delivery 
systems durirng 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. 

The sum total of these two figures is subsi.antially

lower than the estimated number of recipients set forth in the U,:Aib's

Agricultoral Sector Assessment. The 
 intensive review revealedhas the 
prior assessment figure (80,000) based anon average size subloan of

$200 per subloan was overstated. Further analysis revealed that 
 the 
lowest two categories of Agricultural Bank lending for 1973 provided an 
average subloan very close to our $350 target figure. Empiri.cal data,
prior exper.encce and current price trends, indicate that a $350 average 
subloan figure is reasonable. 

To monitor subloan size, the USAID will review the
lending I)erformanie of each implementing agency at the tLiMe ne' ad
vance is requested, to assure the maximum pract.c:Ul com-iianc2 w.ith 
loan objectives. While a reasonably low subloan figure is desirable
 
to benefit the largest possible 
 number of farm units, the program must 
be responsive to realistic farmer needs. Therefore, some adjlstment inthe $350 target figure may be necessary during the loan's impl ument'ition. 

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

2/ Hereafter 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, 



32 
 UNCLASSIFIED
 

credits. 
A maximum lending limit by the Agricultural BaL.t, 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
 

Sunmary 
Direct Project Resources: 
 Amount 
 Number of Subloans
 

AID and GODR (50/50) 
 $12 mil.
(Custodial Accounts) 28,500
 
4,000
 

32,500
 
Non-Project Resources:
 
AgBenk Shift 
 $13.6 mil. 1,812 

$25.6 mil. 
 34312
 

(2) Input/Marketing Credit
 

$6.1 mil. of project credit funds is budgeted for
agricultural inputs and improved food crop distribution and marketing.
$1.6 mil. of the $6.1 mil. is budgeted for the stocking and distribution of agricultural inputs through IDECOOP 
(Instituto de Desarrollo y
Credito Cooperativo). 
 $400,000 is budgeted for the stocking and distribution of agricultural inputs through SEA extension and research
stations to 

cooperatives. 

reach areas and users not serviced by private dealers or
The remainder, $4.1 mil.,

Central Bank's FIDF23 

is to be disbursed through the
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-chemica]s and to 
a limited degree, farm machinery and equipment.
 

3/ Fondo de Inversiones para el Desarrollo Econ6mico
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USAID anticipates discussions with SEA to determine if AID/W assistance
in locating fertilizers for purchase for the account of the GODR wou 'dbe desirable in accordance with STATE 111573 of May 28, 1974. 
 On the
marketing side, small agricultural processing, distribution or storage

projects will be financed.
 

Serious weaknesses exist in the marketing system for
supplying inputs and distributing outputs. While much of the fail ure
of the marketing system is Lo lack
due the of market informationskills, lack of private and public inifrastructure, and inefficicnt 
and

marketing procedures and methods, credit for marketing enterprises of7theinput/output delivery system is also lacking. Credit under the ScctorProgram will be made available to -m,xrchants, entreprenuers, processors,wholesalers, and transporters, for working capital where justified, to
improve the marketing system. 
 This credit will be used for improvingthe infrastructure, 
move 

which is lauk.ing in many instances, to adequatelyagricultural inputs and production Lo end users. Credit would
employed for such improvemnents "'s const-ruction 
be
 

of 'aarehouses, producecollection centers, packing heus,-s packing materials, grading .,shcds,grading equipment, refrigeriLm!d storagc, freezing facilities, refrigerated trucks, and related equipment and supplics. Provision of technicalassistance by SEA or private entierprses would b_ provided to assist inthe effzcient planning and use of su:h infrastructural ele-ments of themarketing s)stem. SEA in conjunctio,, with FIDE personnel will be responsible iol determining the criteria for the use of the credit. 

Improvement of the input/output delivery systemreduce un.--rtainties willfor producers. prucessors, wholesalers, retailersand consumers alike, 
Efficiencies in the system would result in theform of &reater competition, higher volumes and lcc.;Er but equitable
price margins for products. Credit supplied by programthe wouldan expansion of enablethe use of production contracts with individual or groupsof farmers. Improvements of the infrastructure using labor intensiveoperations would provide additional emp.loyment opportunities in rural
 
areas.
 

Table III 
 lnput/Marketin. Credit
 

Direct Project Resources:
 

AID and GODR (50/50)
$Iof " i" $4.1 mil. via FIDE system1.6 " It IDECOOP 

" .4 " " SEA Extension
 

$6.1 mil. 
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(3) New Credit Policies
 

(i) Agricultural BankPortfolio Shift
 
To provide $13.6 mil. of additional credit to small


farmers, the Government has proposed to direct Agricultural Bank lending to smIl1 farmers by eliminating subloans larger than $10,000 for
crop production end $20,000 for livestock over a phased time period.
The transition is expected to be as follows:
 

Table .V 
 AgBankPortfolioShift4/
 
NonProeat Resources 
 Amounts Shifted No. of Subloans 

Year 1 50,000 loan limit" 2 $25,000 
" 3 $10,000 , 

$ 7.7 mil. 
.7 m 

2.0 " -----
1,026 

2520 

$13.6 " 1L812 
The impact of this change will be to provide credit
period. 


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

4/ By the third year, the proportion of AgBank lending going to livestock loans above $10,000 is expected to be sufficiently small that
a total shift to 
loans below $10,000 is reflected. 
 The larger
livestock loans can be serviced readily by the commercial banks.
 
5/ AgBank 1973 lending above $10,000 was 
as follows:
 

No. of Loans 
 Amount
$10,000 
- $20,000 

20,031 - 50,000 

234 $ 3,091,202

87
50,000 2,739,140
- up 
 55 
 7 753,065
 

376 
 $13,583t567
versus all others
(i.e., up to $10,000) 39,370 
 $29,770,490
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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 

Bank. 

those clients shifted away from the Agricultural
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 representation that the Central Bank will orient a larger portion of its
resources 
to agricultural credit for medium and large farmers. 
 This
step is critical in order to accommodate those producers displaced by
the shift in the Agricultural Bank portfolio. 
If this group of large
scale prodLcers were not accommodated, production would fall atwhen the economy can a timeill afford it. The Agricultural Assessment concluded that the Central Bank's lending through FIDE to agriculturerelatively small (approx. 20%) in recent years and that the majority 
was 
ofthis cedit originated from the World Banks livestock improvement


loan.6
 

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 Government's representation that the Central Bank will lower the discount
rate on agricultural lending below that on 
commercial and industrial
paper. With the present cormercial/industrial rate at 5 1/2%,pect the agricultural we exrate to in 4be the 1/2-5% range. Given the mareor 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. 
 In 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 were for agriculture.
In the years 1972 and 1973 of the total lending approved by FIDE, 19
and 22.5% respectively were for agriculture which consisted primarily
of World Bank credits. 
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establishing and operating a system for insuring or guaranteeing pr.'vate commercial bank investment in priority agricultural areas.
USAID welcomas Thethis as a realistic method to ensure the best resultrather than attempt to rejuvenate a Guaranteed Loan Fund that legally
exists but never functioned properly during the Trujillo era. The Agricultural Sector Assessment called for the operation of such fund for a
number of valid reasons, including lack of adequate or acceptable collateral by a large number of agricultural producers.
fund is Also, a guarantee
an effective instrument for encouraging specific crops or "uiscouraging others through its selective application.
 

lending, particularly that of small farmer credit to L'eflect greater
 

The issue of increased interest rates on agricultural
 
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 adjustments throughout the economy.
 

(b) An increase in the rate of interest charged
small 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

significant increase 

a lesser rate than would result from any(2-4 points) in the Agricultural Bank rate.Agricultural Bank's current rate is 8%. 
(The


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.
difference is not as great as 
Therefore, the


it would first appear.
 

(d) The Government'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.
 

istic in 
Given the above, while perhaps not idealterms of local conditions, bifj rt,lthe USAII's; jud'im,.itshould not press i i: i . wofor, or require at 

rates in the Sector 
this tie, an lncre., - in Jul,.ru..[Loan program. l[owevfr t-h,. roerA . .ai 1 

http:jud'im,.it


Table V 

CREDIT PROGRAM FINANCIAL SUMMARY 

Mobilization of Aricultural Credits 

Credit Program Elements 

I. Small Farmer Credit 

AgBank 
SEA Supervised Credit 
SEA Custodial Accounts 
DDF 

II. Inputs/Marketing Credit 

$5.0 mil. 
3.0 " 
2.0 " 
2.0 " 

Program
Resources 

$12.0 mil. 

6.1 "6.1 

Non-Program
Resources 

$13.6 mil. 

Total 

$25.6 mil. 

III. 

FIDE 
4.1 

IDECOOP 
1.6

SEA Extension .4 
(a) AgBank Portfolio Shift 
(b) Additional Credit Policies 

-
(13.6 mil.)* 
13.6 r * 

(13.6 mil.)* 
13.6 * 

$18.1 $27.2 " $45.3 

* Included in Small Farmer Credit above. 

.** ," " 

C 

1-4 
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a contin,,ing effort to encourage the Government 
to address this question
in greater depth during the loan implementation period.
 

Summary
 

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 mobilization 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
 

percent of 
Credit in one form or another represents approximately 75
the loan resources which are intended for assisting small
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
common are
to both traditional as well as 
improved methods, i.e., 
planting,
irrigating, weeding, harvesting, 
etc. 
 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-economic :Iray.A: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 method,; ofgrowing these five crops. Marginal benefit/cost ratios7 / 
were determined
for each, employing partial budgetary economic analysis procedures.
 

Data was gathered from agricultural officers of SEA, research 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 rrops and the variability which exists in computing these costs
from region to region, total production costs forable theseto be determined crops were notwith accuracy.analysis, therefore, was 
The methodology employed in theto determine

that the level of additional benefitscould be expected from additional inputspractices compared to 
of one or more improvedthe current or traditional cultural methods.While much research needs


the various 
to be done to perfect the cultural methods ofcrops to make them more efficientof and economic, thethe existing information analysis 

made in the 
has shown that simple improvements cancultural practices at minimum costs 

he 
further maximizr'profit for the small farmer. 

to 
The economic aspects of the research ;tre
expected to be developed by the new economic planning unit of the Si:A.Such work will enable true costs of productionbe determined a data for these croPs toon regional basis which will serve as a guide for perfecting technical recommendations to make them eveu more economic.
 

Rice and beans were included in the analysis because they
represent crops which will receive the greatest emphasis in the program, based upon the strategy and productionthe AID/CODR targets establishedAgricultural inSector Assessments.because this Peanuts were includcdcrop is expected to meet half thements by 1980. of edible oil require-Production of vegetables is expected to double by 1980. 

7/ 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 costsvalues of production would remain constant or 
of inputs and
 

of inflation) at a increase (as a result
rate that would not be significantly diupr--.
portional.
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Tomatoes and onions were selected for analysis because they rcpresent
 
two important, high value crops within the vegetable 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 comparative yield base of 2,500 kg./ha. without fertilizer
 
has been considered very conservative. Table I 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 may be derived compared to that of the traditional package
 
of rice cultivation. The B/C ratio derived from use of seed of a new
 
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 yield, although the B/C ratio is reduced slightly. An in
telligent and knowledgeable farmer should opt fcr this method of rice
 
culture if the necessary resources are available to him.
 

The analysis has been made assuming Lhat 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 ,Jgnific'int increa if, ii 7i1.1, 
are possible through use of new varieties and low to high lvvew, of 
nitrogen fertilizer application. The technological packnge, althoqllgh 
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 of virus free seed of the variety Pompadour Large and the
 
application of 290 kilograms of 16-20-10 fertilizer. Research results
 
and farmer experience 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 860
 
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 free 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 now uses for plant
ing.
 

The analysis shows that improved culture of beans although perhaps
 
not as profitable as well grown rice, provides an opportunity for in
creasing small 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 benefits 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 rt,,aru
ing their use. The more dramatic the rcult,, the more il.-Ily thJ(! 
farmer will accept the use of the pack;iie of.IlhuJ, oy.improvud 0-l. 
B/C ratio cf 4.1 to 1 is considered to be adeqiiately po:.iit iv I,'Iai illy 
about wide scale acceptance of improved be;an cultural mettlio.i illI .h 
Dominican Republic. The technical package must be supported, of cooriie, 
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by a strong delivery system of providing inputs, such as seed and feitilizer, information regarding the technology of the improved practices,

credit, and marketing assistance.
 

Peanuts
 

The culture of this crop has been pursued by small farmers for
 many years. 
Edible oil processing firms have been instrumental in its
promotionby theirprograms of providing credit, technical assistance and
services of various kinds to farmers. Traditional yields are approximately 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 ach'eved average yields of 1,082 kg./ha. 
As seen from the analysis
on Table III, 
an increased income of $151.94 results from an additional

input cost of $2 9
 .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 faniers 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 practice of applying a low level of fertilizer to that 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 prevents this from happening within the present system is the lack of widespread knowledge of the potentials for increasing production and the
lack of availability of credit for the increased input needs. 
The loan
 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.
 

Tomatoes
 

The production of tomatoes for processing into paste, sai.o*s catsup has been promoted by the agri-business sector. 
ant! 

Small I;irm,.ru
who have participated in contract purchase programn of Ihe lniji l,processing firms have adopted the current practice of apjplying lpprozi
mately 50#/tarea of 10-20-10 fertilizer with average yields of about30 cwt./tarea (21.6 tons/hectare). As seen from the analysis (Table IV),
 

http:I;irm,.ru
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the achieved 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 
research stations and in farmers' yields have shown that when a higherlevel of fertilizer is applied (1
25#/tarea at a cost of approximaf:ely
$131), the yield increases to more than 39 tons/hectare with an additional income of $595 resulting from the additional $79 worth of fertilizer (a r/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, especially if
prices of this perishable product are favorable. 
The current practices
of most farmers growing tomatoes for fresh market consumption is toapply 50#/tarea of 10-20-10 fertilizer. Their average yields are about
half that of processing tomatoes (15 cwt/tarca or 10.8 tons per hectare).Experience of some farmers has shown that when additional fercilizcL- isapplied in three applications, yields w'ith such improved varieties asManalucie, Manapal Aceand Royal increased to approximately 50 tons perhectare. 
Since the price range of tomatoes is extremely variable depending upon the supply and demand situation, it is extremely difficultto project anticipated benefits. Prices may range in the peak season
of production from two to four dollars/cwt. In periods of relative

scarcity, prices may increase to 10 dollars/cwt.
 

What is obvious from the cnalysis is that fertilizer costs, as
one of the elements of the total cos 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 adequatefertilizer should not be used. Labor for harvesting, grading, packingand transporting the crop, no doubt, become significant. cost: items a package of improved technology. Marketing of an over abundance of 
in 

tomatoes in the peak s,,ason of production is a serious problem thatreflects itself back to 
the farm in the form of low prices.
 

Onions
 

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 10-20-1-0 fertilizer on
the variety Red Criole. Cultivation is of an intensive ty: /4'lsingirrigation and a high labor input. The Red Criolt, itiriety tt. "I, IIIpresent is not completely satisfactory since the rIilaI itIy (if tI,- l,, 11,,
produced is low. 
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An improved technology of simply ch)anging varieties with slight

improvements in the current cultural methods 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 analysis of current methods of production (Table V) shows that
 
an 
input of $22/ha. for seed and $89/hectare of fertilizer produces a 
crop valued at $3,065 per hectare. By changing the variety to Red 
Granex Ilybri! and applying more fertilizer, an added cost of $90 pro-
ducts an ad'led value of $1,731 per hectare (B/C ratio of 19 to 1).
With a higher level ol 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 paclkages which are higlly profit.able, are considered 
to be easily acceptable b- present onion growers, providing thaL 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 improved technology and

accompanying inputs represz2nting added costs over traditional ii,
t hods
of culture, can provide significant added value to the production of 
rice, beans, peanuts, tomatoes and onion.:; Other crops which have not
been included in the analysis would most likely show simiJ.ar income
potential if improved technological pac!a;e-s 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 poLuntials. If the farmer can be thatshown results from the use of a ueter package are sufficient to offset such risks as possible
bad weather, possible insect or disease attack, poor market prices,

etc., he should choose to 
employ a higher level of technology than he
 
currently uses.
 

The role of the delivery system of providing information, technical 
guidance, credit and assistance in obtaining needled imipijf in viftail Il
ielping the farmer make his decinionn regorldi ri dopi if, ,I i iiii,,tw,,,,
nethods. The farmer will be influenccd by hin patt cu,:,., hihint×j-' 

http:simiJ.ar
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observation of operations of other farmers, the knowledge that he wil
 
acquire through observation and participation in demonstrations, field
 
days, training courses and other communication media. Providin,, that 
agricultural inputs are within his reach at reasonable prices ti.roll',,J 
credit arrangements, the small. farmer will often take tile opportilniLy 
to improve his economic well--being, especi-ally it the potentials for 
substantial reward appear to be high and the risks low. His participa
tion as a memb.r of a group of farmers receiving credit and technica.l 
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) 

Level of Tech. 

Traditional variety and 
cultural practices 

Yield Kg/Hect. 

2500 (rough) 
1625 (milled 

rice) 

Cosz of Inputs 
Hect. 

0 

$0211/kg 
Value of Output 

$ 342.87 (rough) 

Increased 
In'come 

0 

Marginal 
B/C Ratio 

Improved variety and 

low nitrogen 

Improved variety and 

medium nitrogen 

Improved variety and 

hgih nitrogen 

4441 (rough) 

2886.5 (m.rice) 

4656 (rough 

3026 (m.rice) 

5557 (rough 

3612.05 (m.rice) 

$22.61 

$45.23 

$67.84 

$ 

$ 

$ 

609.05 (rough) 

683.48 (rough) 

762.13 (rough) 

$.256.17 

$340.61 

$419.21 

11.3/1 

7.5/1 

6.2/1 

Low Nitrogen = 50 Kg. N per ha = 190 Kg. Ammonium Sulphate (21%) = $22.61 

Medium Nitrogen = 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 Anmonium Sulphate 21% 

Price of Milled Rice = $9. 6 0/cwt 

$108 per short.ton 

= $0.21 per Kg. 

Milline Factor - rough to milled rice- = 65% 0 
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Table II 

ECONOMIC ANALYSIS OF BEAN TECHNICAL PACKAGE ! / 

(grown on irrigated land in dry season following rice) 

Level of 
Intensity 

Yield in 
Kg/ha. 

Cost of 
Inputs/ha. 

Value of 
Outputs/ha. 

Increased 
Income/ha. 

Marginal 

B/C 
Ratio 

Traditional 
Practice 860 

2/
$374.00 -

Improved 
Technology 1,306 $45.24 $558.10-Z / $184.00 4.1/1 

1/ Basic data from Agriculture Sector Assessment.
 

2/ Value of beans - $19,75/cwt or 43.5w/Kg.
 

3/ Fertilizer applied at 290 Kg. of 16-20-10/ha. at cost of
 
15.64/Kg. or $45.24/ha.
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Table III
 

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. K/Iec. Use Fertilizer Output Income 
 Ratio
 

Traditional 
 793.56 -0- -0- $142.84/fHect. -0- -0-


Low
 
Technology 
 1,082.12 181 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/lb.
 

Amount used: 25#/tares = 397.5#/Ha. for a yield of 150#/tarea = 1,0'2.12 Kg/Ha.
 

35#/tarea = 556.5#/Ha. for a yield of 300#/tarea = 2,164.25 Ka/Ha.
 

Fertilizer Price: 16.5 i/Kg.
 

Peanut price: 18.0 cents/Kg.
 

http:2,164.25
http:1,0'2.12
http:2,164.25
http:1,082.12


ECONOMIC ANALYSIS OF TOMATO PRODUCTION
 

(Processing and Fresh Market 
 - Comparing current methods and improved methods) 

Marginal 

Level of 
 Yield 
 Cost of 
 Value of
Technology Additional
W/Ha. B/C Ratio
Fertilizer 3/ Output/Ha. 
 Income 
 for Fert.
 

Current Practice
 

Processing

t±amatoes 
 21,642 $52.47/Ha. 
 $ 714.20 1/
 

Table 

Low Range:
Tomatoes 
 10,821 52.47/ha. 
 $ 800.77 2/
 

High Range:
 
$2,380.67 2/ 
 -

I mroved Technology 

Processing 39,677 $131.17 
 1,309.37 
 595.17 
 4.53/1
Tomatoes 
 added cost
 
$ 78.70 


7.6/1
 

Table Low Range:
50,000 131.17 Low Range:
$ 3,700.00 
 2,899.23
Tomatoes 36/1 3added cost 
 High Range: High RanEge: 
 0
 
78.70 $11,000.00 8,619.33 
 108/1 
 S>t

l/ Processing tomatoes valued at $1.50/cwt.
2/ '.Table tomatoes valued at $2-$4/cwt. (low range) - $10/cwt (high range)
3/ Fertilizer costs: 
 $149.75/short ton (12-24-12 analysis); $131.
 25/short ton
 

(10-20-10 analysis)
 

http:8,619.33
http:11,000.00
http:2,899.23
http:3,700.00
http:1,309.37
http:2,380.67


Level of 
Technology 

Yield 
Kg./Hect. 

ECONOMIC ANALYSIS OF ONION PRODUCTION 

(Traditional vs. two Improved Practices) 

Cost of Input Value of 
/Ha. Input 1/ 

Additional 
Income 

Marginal 

BC/Patio 

Traditional 

Practice 
18,035 Seed: $22.57 2/ 

Fert.: $89.04 3/ 
$111.61 

$3,065.95 -0- -0-

Improved 

Practice 
(1) 

25,249 Seed: $90.79 2/ 
Fert.:$111.30 31 

$202.09 

$4,797.41 $1,731.46 19.14/1 

Added Cost: $90.48 

Improved 
Practice 
(2) 

28,856 Seed: $ 90.79 2/ 
Fert.:$139.13 3/ 
Urea: $ 47.70 

$277.62 

Added Cost: $166.01 

$5,482.75 $2,416.80 14.56/1 

P C 

I/ Average price of onions - $0.17/Kg.
2/ Seed Price: Red Creole: $10 per pound - one pound per 7 tareas 

Red Granex }lybr. $40 per pound - one pound per 7 tareas 
3/ 7ertilizer Price: 10-20-10 = $131.25 per short ton 

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

cn 
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d) Implementing A encies
 

The implementing agencies and techniques which will be
used to deliver the program's credit elements are described below. 
In some 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.
 

(1) 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 number 901, of which 78 are classified as professionally
trained in some phase of agriculture, such as agronomy, veterinary
medicine, extension, and animal husbandry. 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 thr'ee agencies. In addition the AgBank administers various 
foreign dcnor loan programs with IDB and AID.
 

Historical Weakness of the Institution
 

The Mission has reviewed, carefully and at
length, the operations, activities and philosophy of the Agl'ank

prevailing in the recent past. The AgBank has had a number of sponsors
and supporters of various credit programs. 
 IDB, AID, and others have
 
provided technical 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 Reorianizati,_. 

has 
two 

This observation dates from the anj-d:ixL,.,a,',been repeated on numerous occasions since that timv. ror t.hi. j4;:,t 
years, the AgBank has used the advisory services of ArthOr D. 

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 resul.t of ADL's advisory effort, two new offices have been established 
at the national level, one for personnel. administration and one for 
programming and management information. The system for automatic 
data processing is being upgraded. This task should be accomplished by
August 1974, enabling the Bank to handle a greatly incre.ased account load, 
according to TDB 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 personnel. 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 operations, not simply one crop per loan; and

(d) giving the branch full approval authority. These measures have cut
 
the period required for loan approval to 10-12 (lays in the four branches
 
which have been reorganized to date and have boosted by some 20 the
 
affected branches' capacity to move credit with e-isting 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 40Z.
 

The AgBank Should Tighten up its Lending Criteria
 
and Collection Procedures
 

This is a long-standing reconnendation 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. 
However, in the last
 
year the AgBank has continued to strengthen its collection efforts
 
and has reduced its bad debt level by RD$2.6 million, from RD$25,264,000
 
to RD$22,667,000.I/ In addition, there are some factors which niust
be taken inLO account when considering the bad-debt level. First, it 
is cumulative and includes all bad debts dating from the establishment 
of the Bank in 1945. Though unusual in U.S. terms, the practice cf not 
writing off bad debts prevails in the Dominican Republic regardlesr 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 thedelinquency/default rate is questionable. For example, 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 was no 

j/ Peat, Harwick, 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, however, thisobservation proved mistaken. After revolving nearly five times,

total collections of principal were 95% of the total loaned. 

the
 

The AgBank's Financial Situation Sho uld be
 
Improved
 

This recommendation centers on (a) Agai: a;setsbeing held as Government bonds and (b) large unused cash balaicns.
 
The AgBank holds RD$46.4 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 
a certain extent in the case 
OF ar

RD$33.0 million block. Other bond holdings are short-tern and

reasonably high-yielding. These reasonable
are assets for the i;,-on. 

The past criticism of unused cash asse..: (,h)iT.4
million as of 12/31/72 has limited validity today. First, the ca*i
balance Is taken at year's end theafter Sanic has received heavy repay
ments and before the crop season begins in earnect. Furthernmore. tLhe
Bank had reduced this balance to million as andR1$11.9 of 12/31/73
its new operational procedures promise a similar reduction this )car.

Second, the Bank maintai.ns separate portfolios for accounts o:'various

donor loanis which place restrict:ions on the use of the fund:7 
 tley ,-on
tain. A large portion of these funds must be held in cash, not. in
intercst-bearing accounts wouldas normally be the case witL sublo-m-:
 
which Inve been approved but not disbursed._;
 

A related recomnendation that the AgBank divestitself or non-banking functions, such as the coiinnodity price stabili
zation funcCion, 
 has been successully accomplished. 

AgBank Personnel are Insufficient in Number and_Quality 

This criticism has been ackn~owledged by ,he bank;a personnel evaluation has begun under a new office for rer.,onnel adn!ln
istration established for this 
purpose. The reorganizat-jIrl describedabove makes better use of existing personnel and the Bank is coimitted
 
to hire new and 
better prepared persomel for the sector loan. fn this.
effort, a GODR subsidy for new salaries will be made available to the 
AgBank. The problem of insufficient numbers has been ameliorated by
utilizing SEA personnel in the lending process. 

2/ Peat, Marwick, Mitchell & Co. audit examination of Dec. 31, 1973.
 

http:maintai.ns
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As part of the sector loan, 150 new credit agents,
80 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 general person
nel upgrading system for all Bank personnel, geared to professional

requirements established for each position. 
This is also a require
ment under the PIDAGRO (TDB) loan.
 

The A&3.!-nk Should Reorient its Operations TowardThose of a Development Bank Focusing on the Entire Agricultural 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 is too conservative in outlook. This is caused in the main
by the fact that direct GODR support of the Bank i minimal and the 
Bank has to rely on its earnings for its financial and operational

resources. 
 The subsidized expansion of personnel contemplated under'
 
the sector 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 
 p_P000) Increase Total Loans 
 Increase
 

1967 27,639 27,000

1970 29,244 8% 28,900 5%
 
1971 30,102 2% 
 30,500 3%
 
1972 31,464 
 4.5% 31,000 4%

1973 43,253 37% 
 39,000 38%
 
1974* 50,000 
 15.5% 45,000 15%
 

*rojected 
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Institutional Capacitv
 

Because of the substantial size of program funds
destined for small farm credit, tin large majority to be administeredby the Ag iank, and problems heretofore associated with the AgBank,the Sectc'r Loan Comnittee undertook an extensive evaluation of theBank's absorptive capacity to handle these funds as well as thoseprovided through normal growth and other donor loans. 

The foregoing description of the proble, is ofthe AgBank and the effort to correct these deficiencies is current asof May, 1974. Improvements made to date; the Goveriiinent's stated intention to implement the remaining administrative, operational and
management improvements; the Government's willingness to hire the
additional personnel 
 and provide the additional budgetary supportrequired by the program; and the adoption of the group leadini tnchniquelead to the conclusion that the AgBank is equipped to meet itn :csponsibilities in the seztor program. SEA's intentioa to provide mitchslower coardination with and support of Agiank operations, and theimmediate adoption of the group lending technique by SEA and the
AgBank will increase substantially the institution's ability todeliver t
 ne 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 thereorganization and administrative improvements described above; 
(b)
the estimated capacity generated by adding new and generally bettcrprepared agents to the AgBank and SEA; and thecapacity (c) estimated deli,fryadded by the cooperative operation between the two agencciejin the field of small farm credit. To establish a theoretical basecapacity it was assumed that: 
 (a) the 38% increase in 1973 renr esented a maximum effort on the part of the AgBank; (b) a ).5' increasein 1974 wi.1l take place as a result of "goodwill" generated in 1973and becau:;e of: ongoing improvement te-forts; (c) the full impact ofreorganization (20% more capacity) will be 
20% 

felt in 1975; and (d) anadditiona 
 increase in capacity can be brought: 
on stream in 1975
as a result of additional SYA/AgBank personnel; and (e) -il factors
tending to increase lending capacity will be fully operative in 1976when (1) ageints will have gained needed experience, and (2) farmgroups will have been formed and oriented toward the effectiveproduction credit. use ofThue assumptions indicate the following projectionof AgBank delivery capacity in terms of total. credit and total loans. 
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TABLE 1I 

Estimated AgBank Credit Capacity
 

1973 1974 1975 1976
 

Total Credit 

(RD$ 000) 43,200 50,000 70,000 84,000 

Total Loans 39,000 45,000 63,000 75,600 

% Increase (Loans) (38) (15) (40) (20) 

The estimated delivery capacity was compared
with the loan administration load expected to result from the 
combinatianof PIDAGRO, the sector program's small farm credit and 
shifts in the AgBank's portfolio to lower loan amnounts. Based 
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 settlersi and livestock producers, will not add any

appreciable numbers of new borrowers, evern 
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$9.6 million 
in 1976 and RD$13.6 miliion in 1977 to borrowers in the category

below RD$1O,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 60% of the funds loaned in one year were presvimed to be 
available for relending in the following year. based on thesc 
assumptions the load of credit, loans, 
and recipients (RD$350 each
 
for sector loan subborrowers) was projected as follows:
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TABLE I
 

AgBank Credit to be Administered
 
Under the Sector Program
 

1975 1976 1977 

AgBank Shift 

Amount (RD, 000) 
Loans (additional) 
Borrowers (additional) 

5,000 

667 
667 

9,500 
1,267 
1,2' 

.3,600 
1,813 
1,813 

A&Bank Portion Sector Program 

Amount (RD$ 000) 
Loans (add'tional) 
Credit Recipients (additnl.) 

3,616 
3,357
10,331 

5,669 
5,0'7
15,625 

6,141 
5,70]17,545 

Thus, in the third year of the program, theadditional loan servicing required of the AgBank as a result .jf theprogram would be 7,514 more loans, or 
more 

a total of 52,500, only 16%loans than will be closed in 1974 and substantially below capacity projected for the period. However, the number of loans under
RD$1,000 will increase by 60%. 

(2) Secretariat of State for Agriculture (SEA) 

SEA is thelegally charged 
agency of the Executive authoritywith formulating and directing the agricultural policyof the country, administration of essential component. of nvyle'nagriculture, and coordination with associated decentralized agencie.on virtually all aspects of the agricultural sector. The most 5;r!,ortantworking components of the Secretariat are the Sub-Secretary gr t.piTr;of Production and Marketing, Resear-ch and Extension, Lhe cllive'sDepartment, and latey, the Planning Office. The SEA's primary assetsare the National Agricultural Research Center (NAIC) and seven regionalresearch and extension stations with their substations. SEA perfonmsessential services 
-- research, extension, market news, statistics,
having 2,000 of the approximately 6,000 public sector employees inagriculture. But, the number c-* suitably trained agriculturalistsemployed by the Secretariat is es.imated at not more than 200, salaries 
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remain low (about half that in the privte sector for equal capability) 
and inadequate funding still hampers many operations. tinjer the 
leadership of the present Secretary, SEA has begun a climb to pro
fessionalizati.on and service orientation. Qui]lificd prof-s.si onal: bcv 
been placed in many key positions and increasing coordinot'ion i.S; evIdcnt 
throughout the organization. The Secretariat is asserting increasing
 
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 regular AgBank credit by building good credit records.
 
Recoveries have been in the range of 862'. 

A supervised credit staff of six supervisors serves 
as the nucleus of the program, processing loan applications for submission 
to the Agflauk. 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. However, DDF methods and experience with group loans 
are transferable. Loan criteria, operational procedures for field agents,
 
economi.c evaluation procedures and all other elements 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 
pioneered by DDF 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 personnel 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 agents in concert with the AgBank and the nucleus of such 
personnel. is now sufficient to initiate group lending operations. 

(3) Dominican Development Foundation_(JmjlT 

DDF has operated as a non-profit organization since 
1966 with the objective of economic and social development among the 
rural poor. In recent years its program emphasis has been on group lending
 

http:prof-s.si
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'l.his projection asmi-imes relending at 607, of the 
previous year and fully scheduled annual disbursements thereafter. The 
sector loan will provide for the use of tij, fril ;Lics of branch offices 
of private banks to disburse and collect DD] small farml credit in areas 
which lack AgBank branch offices. Th, n wi].] permit ;:ih widervt ijossIhlc
credit coverage w:ith greatest convenlence to Cli1ents wlho in ;i. probabi.l
ity lack inexpensive means of transportation. 

(4) SEA CusLodial Accounts 

Selected coimnercial banks would provide facilities
 
for disbursement payment subloans both and
and of to groups individuals. 
Initially, participatinig banks would not assume credit review or collec
tion responsibilities on suboans; howuersr, this would not preclude 
future involvemenrt in tLe lending proce,;s. 

S:T;A ani *,,tHank c i'e]t agunts would identify indivi
duals anud grops nd prepare tJie neced:iry Oocumen tat;on for subloans.
 
Regional supI\,i sorw ,.oul prove and authorz e initial
a loans; disburse
ment through cus todial accoInt: handled by the Hank. The govern ient 
credit agent Twould provide technical. assi stance and supervision on the
 
subloan and authori.ze subsjuent dSLlsOur ;LentS 
 during the cropping

cycle. The agent ;lso have t.he
credit woul,.! responsibility for follow
up collection effort:s. ndixidut!.s or groups would present disbursement
 
documentation to the commerci.il bank in order to receive monies and
 
would also be able to make payu'oits on subloans directly to the Bank. 

Participati a b inks will handle the bookkeeping func
tions and advise SEA and Apto 1 ri opal supervisors monthly on the 
status of all subloan accotints. PIreJ iminary talks ind:icate commercial
 
banks would 
 handle this fun:tiion For a one or two percent commission. 

t;ome of the aI ,nai: to this system are (i)

alt:hough conncrorcial bank.; do not :initi i part:Licipate with their own
 
funds, they to fi h6d
stand ,ain lin:t (-:.:]crien ce in s:mall faruser credit 
and at the saliie tjmef, hiv(! the chance to educate potential clients about 
other bank services, part:icularly saviings; (ii) the source base and 
coverage of small farmn.er credit is e:':anied; (iii.) the sublending 
process wou apecd.d mriking :_: tobhe up, re res ,;ons ie the needs of
farmers. s s'ii.ysote'i hafi prcaaden 1: h:,t prowran i n it[ated by the 
Dom mi ca;' uvo lun ;)nJt io 'i Cii t a g.uS:t; one step 1 urtiler .nl 
that a limited number of bank ar: lenIdi op bank Fmudi under a t; I i,.lo 
guarantee providedi )DF' in grup i utLjl['.by which loa I.r(mu filli,, ;tl' ' 
backed by a DI, o',Uarmt-ee of variabl e si7e, depilwwi In, , ipm t 1. I t, I I 
history of the bo.rrowiig group 
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$2'>(5)'~Isiute of Developmebnt and Coea tiv r 

1.~ ~ ~(IDECOOPB is,anautonomious 'agency ' wa1rewhic 
toadmiiniste~r .dif-ferent' ,typepslo o~operative~actii'ties. throughoL±~the 

2-
 country;, 'hweer,; i,'gricultural cooperativesIh'a 'e received maj p~ ipasis 
'&,r 
 principal Ydue to',the liriernational,!,ssistaiice Dj6 C&OO has treceivecd for

its- agricultural 'lending.,~' 

j The ~~Institute maintains eigtrgjonaJ,.f f iesanJ,.f ~the4main~ office- in the capital. It has,: 250 uloes 2o, hic --6':can -be" 
classified2 as~professionally-'trained agriculturalists,,:- Additionally, 

2IDECOOP 
 receives' technical assistance. fro SEjwhcassigns,. some
personnel to IDECOOP regional offices-and budgetary-isuppiort from, the'GODR.It aso admiisters various loan programs in conjuriction wt D AID 
and GODR. ~ 

Marked improvement has been noted2 in the institution 22 

2 

over the past three years, primarily as a-result" of technical assistaunce
provided under AID Loan 517-L-020. IDB and other donors are also provid

2 ~~ing assistance to IDECOOP in the form of technical assistance an~d a2 '2'2 

fishery loan. 

There are 46 agricultural cooperatives registered
with IDECOOP. Although all funcion to some degree, only about 25 'can be 

2'2 

2

considered viable enterprises. During the past three years IDECOOP'
has granted, under Loan 517-L-020, subloans to one federatincad.l8
 
cooperatives, 16o which are still oprtn.Most of these subloans 

were for buying, handling and marketing of various crops,:,an activity2
that requires considerable knowledge of buying, selling and2 accounting
procecures., Other subloans have been for inputs of seed, 

2 

fertilizer'
and pesticides. Although none of the2 subloans have'been used2

2for 2inven-
tory acquisitiLon, several of the cooperatives2 do handle small hardware, 

2' 

items and/or a1nim~al feeds and health products purchased'with,-their own2 

resources for reaet both members and non-members..,22
 

Minagerial Ability: The recent history of cooperatives has~'shownaamarked 
2improvement in business skills, a measure of which s show 'in2 uloan,2recoveries under AID Loan 517-L-020, which stood at '87%honFebruary,28.

,1974 and represented all loans which have: maturedsince 197.' ,OlyTwo. 2 

loans~intedciqec Lshdl~Ue are. likely tore'mainin diefault. Allohrdelinquoncies ar big ore,2ut'' Reamn$ceulsn. nld 
22a2two-year~wroto one smll: suFo'np padu'fr rasn of force' 

TaLet.re, and other cases where paym~ent has -been, delayed. pndi 'e'inl 
marketing or setfilement on crops, which were pignorated'.and/orwres old., 

"2222 ,42, 2226 
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A1 busi - practice isaderation~f som 35 small oftenuncoen d 
c, esal ivss ri ng i tobac and egetale.... The volue f 
nessg runs into, themilonrs,(of eS in. the: U;'S. and 'Euz'op'et y -and: produ'a ex.'T'eof the
potential success' that exists for-th'e'coo'j~rtv co example 

AB a, 
 du-FE n o~ r ... at, . ....... ....
IDECOOP has placed PceC-0rPS Voliuntcr
agricultural coopera1tives.~ Most ih.of, thiese. ers-,hle' cvlutuin es,.,
economics, or marketing backgrounds. T&PIae'Crp fnto, is toprovide management 'assacpri'lryi p~c v ' administration. 

0All 
 cooperatives use a 'standardized accountihg'system, jufdged by qualified
accountants to be satisfactory and adequate* ~ ,~~ strg €unaet ob ::'-si- f 
Additionally, the education component of the~517.-L-020 Loan has provided training to cooperative managers and manage- <mient in terms of accounting,.business, marketing and retail activities.
 

Specialized systems for inventory,' accounting andsales can easily be established and the training of managers and':warehousemen can be accomplished in a regu~laaretevery brief period - -,not more than onemonth -- through the use of one of several qualified public account'ing

firms with offices in the country. 

Handling andWarehousing: Estimates provided by IDEC00P indicate an
unused storage cnpacity of 10,000 tons in the viable-cooperatives described in Annex B, Exhibit 6. Since inputs must bein place before 1and
during the growing season, no conflict with food' conunodit - storage' requirements will occur. In addition, INESPRE~ the AgBank and SEA 'ainitainstorage facilities which will be used to position spplis.i1 larger quantities. 
 In effect, the sector program offers cooperatives' the opportunity
to employ unused storage facilities for profit. FETAB alone ha's-:ome.1,500 tons of excess storage 'capacity available and'has shown an in'-'crestin the activity as an added service to members.' 

MarketingI'A 

SEA and IDECOOP's' regularly sche'duled'rdio, pr~ograms will provide farmers with information on participating 'cooperatives

and costs of availabl.e inputs. 
 ~ ''A~0T 

rartcpating cooperaLIyes wi±l. accept consignments:
of inputs based 'on regiondl'irequiremcnts estimai ed by S2A,,, The' npu ' "11llAbe available 'to members as 'wel s no-nienibiers. A the .dscre'io, of te' 
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bors:,may bes'old inpu t s ona'rdta
guidelins f the suply'and accoutg procedur 
uystei Prices wJiJJ.U esblWLLheQ lby,SE '"a'udb*asedaonwan,sti11a'ed airmarket'price so as :to'avo'id'unfair competiio h-t prvt "scto '
 

When, feasible in 'group, lending, t"a~otoio u
loans destinad for the' purchase.of inputs will' be used inh for of
non-transferable certificates for'theirlacquisition., Farm grups,will 
use these certificates-at' the cooperative, upply Center and, the coopera
.tive can redeem them for cash through a specified Bank. 

Business Tems: Inputs will be-consigned to cooperatives at cost.. 
Delivery to ,the coopeiative will be ensured byJDECOOP or.SEA. 'Coopera,
tives will be charged a nominal interest fee.on, the: c st of 'th eir inputsand will be allowed to retain profits to be used to the benefitjof.,the.cooperative, returning borrowed principal and 1nominal interes't to a 
revolving fund. Additional ter-ms 
of trade will be established to AID's
satisfaction before initiation of thia progrant activity.' 

The sector loan committee concludes that the cooperative system has the capacity to distribute the inputs included in this
element of the proposed loan without overtmcing its facilities or managerial
and financial capacity. 
The active and viable coopera'tives, which wduld

be the distr_*butors of these agricultural- inputs, will be better. able to
accomplish their original purposes by participation in the agriculturall

inputs merchandising element of the program. The activity ,will strengthen
and complement the cooperative movement by regularizing servic,eswhich,

were previously on an ad-hoc footing, improving management practices,
profitably employing unused andassets attracting new members. Finaldetermination of participating cooperatives will beemade following SEA
evaluations of need for such supplementary assistance in the aijverall- dis
tribution system of 'agricultural'inputs.
 

(6) FIDE (Fondo de Inversiones Para el.Desarr'ollo!Econ6mico)
 

The Central Bank's proven FIDE credit systernIutiliz-'
ing some 14 highly competitive commercial banks andI financial institutions,with broad coverage throughout the country, will be responsible for dis
pensing the major portion of inputs and marketing 'credit ('4.1 of $0 11
million). JUtc'ging from LISAID's experience with FLI)E, the latLerjW delivery
capability is, comtpatible with projected disbursem~hts. A. aipiaLLr (~4 

'4' 

.''4 

course, however, cohai saeuad~wl beadpedan eL f "li11 
cledtr o-p ,ntationt~o facilitate.teepdtiu 1o 's ofL Ii 

4 

crdt rimarily, these will focus on4 autonomous lending~by4 IGson
.4.4 4 '-~ '4~ 4'.4' 4 4 4
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loan amounts below an agreed level with assurance of approval by K]l' 
if general criteria are met. Both the FIDE's Industrial and Livestocl, 

Departments will be utilized, as appropriate, for the type of credit 
involved. t is worth noting that, as a result of the World Bank's 
Livestock Improvemcnt Credit, FIDE and most of the participating b:nnkj 

and financial institutions have functional departments for dispensing 
agricultural credits. Furthermore, the PSAID has a great deal of 

experience with Hri) operations and personnel resulting from two prior 

privata sector loans. 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. however, farms up to the medium size level, to be defined 
in letters of implementation, may also use these credits. Also the funds 
will be available to finance marketing and distribution facilities and 
activities up to the retail level. 

2. MarketingI/Farm Management 

a) Market/Rasearch and Information 

The sector program will finance the creation of a 
Market Research/Information OfFice and capability within a restructured 
Economics Dep:irtment of SEA. The technical assistance required for 
three years of activity in this area and the additional operational funds 
will be provided by LLGe loan program. Technical assistance will he con
tracted directly by SEA and the professional staff will be formed from 
existing and, as necu:. sary, newly hired personnel. Thouigh the professional 
staff req"Iroments will undoubtedly change over time as different or 
additional need.3 :ruse, it has been estimated, through consultation with 
1CA and Michii,.aSt ta. u ';ervtsity's ,Arketing consultants, that apyroxi

mately seven profe.ssions in Agricultural Economics; Marketing Research 
and Analysis: Agriculnu rai Journalism; Rural Market Management, Grades, 
Standards and Regulations; and Food Processing will have to he incorporated 
into the system. The total three-year costs have been estimated at 

$1,250,000 of vhich $300,000 will bc AID loan funds for technical ;,snlu
tance and training. The estiwated annual costs are broken down as 
follows:
 

TABLE I V 

1974, 3975 (000) 1976 1977
 
S -) RS RD$ U00_-0

50 -0- 300 150 300 150 300 -0
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1. Create an institutionalized rn:chanism for marketand information rese carc(for producers, consumers and businessmen),develop marketing regulations as well 
and 

as marketing educationing within SEA, working in with 
and trainclose collaboration INESPRE andThese CEDOP;P.actions will be designed to acconplish the following objectives: 

a) Provide the necessary technical informationstatistical anddata needed to ofrelationships; 
improve estimates supply, demand and priceprovide needed 

marketing 
storage, processing, transportation andinstitutions and facilities; and, determineof governmental actions best 

the type and levelsuited to meet supply, demand and dist:ribution problems on a timely basis.
 

b) Visseminate 
 to producerspersonnel and marketing subsectorinformation ou present and probable

producers with governmental policies, acti.ons 

future prices; acquaint
 
assist in and services available tothem making profii able production decisions and in gainin''access to the technical and financial assistance to carry out rationalproduction an marketing programs.
 

c) Educate and

personnel in modern 

train private sector marketing channelmarketing procedures whichand create yield more profitsgreater consumer demand for wider varieties of better quality
food products.
 

d) Disseminat,. to consumers the informationto make more neededintelligent nutritional decisions in the selection of food
products.
 

e) Establish quality a.id
tural products purity standards for agricul.as well toras food handling, processing,dispensing Facilitics marketing andto that consumer confidence in the quality of foodstuffs is promoted and m+. ntind.
 

f) Deva|..p a municipal
to determine ie m.cede d 
market planning and action programadminist:ati.ve and regulatory changesenable public iA;i which will .cipal mark, :; to function more efficiently and wor. witImuni.cipai gov'.' mne; : , to bring about those changes.
 

2, Address 
 supurvi ,..d credJ t to elementsin coordination In the market iri .r,,n.u'Illw it, thMe training of the above-mentionedprocesor. merchants,, o osalers a nd retailerq. This programprovision of should includeworking capital where justified and should be used as a 

http:nist:ati.ve
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device to help 	 the marketing system reduce uncertainties for producrs,wholesalers, retailers and the transportation network as wellstimulate healthy competition, 	 as tohigher volumesIt will be to 	
and lower price margins.used maximize utilization of the presenttion and 	 storage, refrigerahandlir.g facilities and to 	expand or create new facilitieseconomically 	 wherefeasible. Supervised credit will 	be structuredborrowers 	 to enableto supply 

contracts and 
credit and inputs to producers under product-ionto provide capital 
to establish labor intensive operations.
 

3. Utilize public service radio broadcastingconsumer 	 to include farm andmarket information as well as nutrition,credit, and home 	 farm input supply andeconomics information to farmers in all sections of thc 
country.
 

b) Farm Management
 

The sector progra will 
create anmeat which, like 	 Office of Farn Mana.ge-Marketing Research/Inforiiation will 	be located withinthe Economics Department of SEA at tme national level so that the twooffices can collaborate in the formulation
marketing packages 	

of area-specific production/of greater utility to farmers. Additional costs areincluded under 	a., above.
 

At f:tw national level
holders in Agricultural 	 a unit of three M.S. or B.S. degreeEcoormLcs, Crop Production andconstitute 	 Soil Science wouldtihe nucleus, for farm management. In the field,agents would 	 22 extensionbe assigned to work as regional or subregionalment 	 speciali sts, responsible for 
far-m manage

executing icroanalyses,recommended 	 developjn ,manaenent ipractices for .f:arms ofthe (d1.:S emi na t i o,' t: in 	
the region and coordinating

information through tihe extension systemradio 	outreachIro:ircr i!;. ad
The national. level 	 techniciansregional personeJ i.n 	 will traintechniques of nmicroeconomic analysis, crop prode,:ction,

mar11 p I lafaic1ci 	 i-e:er1 t. are topractjices and informat.Joir: prograsirs 
They evaluate recoinec1c0dd 

regions.	 
before public release in the respective 

The 	 r)11i)ose i!n to maximiz:e small 'ariof in tecrcrap!i ng , 	 income by development,:.,iipIe-croping and rot:ation systems forand livestock 	 cropsot,ra Lio,.;. The,;( systems wi. 1l 	
both 

be keyed to evaluationsof the mal,.ketirng :.c. ei:lo t-hat, w7.ere pos,.sible, theto reg uns, surgi aind 	
crop cycle peculiar,S farm ,roups can keyed tobe periods of hli ghest

price opportLmuit ies 

I AO ha , igreed to retainment Unit, an :gri 	
as; am ,v ,,,r I,hi r , '.,::,,,.cml Irl Ecoirumist wi tL 	 two years' 'x, se c : it . 
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field with the Cibao Valley crop diversification project, the only

project to :ave developed such area-specificinformation in detail in
 
the Dominican Republic.
 

c) Use of RI.dio for Farm Information 

To broaden the base of information available and useul
 
to farmers, merchants and consumers, SEA will expand the present level
 
of use of radio networks. Several government agencies, afflong them SEA

and INESPRE, have some experien-ce in such efforts and the radio stations 
are quite willing to provide on-the-air time at no cost. 

As described in the Assessment, radio outreach measures

will not be a formal sys;te.m --- rather, 
 some of the 87 radio stations 
throughout the country will be used broadcastto simple information on: 

(1.) Current and fUture market: prices 

(2) 'heve aiid how to obtain credit and inputs. 

(3) Baiic agronomic information on crops which are
 
appropriate and profitable in certaia areas at certain times 
 -- and how 
to use extension services 4ori acquire the technical assistance to produce 
these crops. 

(I,) inlQf:;,i-tion un nutitviional values of certain
 
conodities, e.g. , fruits and vegtables (best market 
 choices). 

SRA will airan;e,, with ;ipropriately located radio
 
stations 
 to use soile on-the-a ir f: :me or public service broadcasting.

This practice ha. dcveloped J,i scvcral locations the
since measure was 
first discussed v:C ;Ii.\ pcr:. u'ne Radio ,,tations are generally

receptive to such public :,',cA broadcasting as a means of injecting
 
carlte7iute Liiiig.teir printoa 


'iFle dfill:. ,,il be primarily in the wider application
of the use of radio and n iii,, care taken n the development of materials
for bro ;dcuiting. 'Kae: add,_.d attention required in this regard will come 
from (1) the Narke t csear/]1 formation Ofiice, and (2) the Farmi :.!anage
.Ien t Office workiug i1 cCon,:,t to d.veop the economic management

packages that can be !tcotirend(,d with corfidence to farmers. In addition,

home ecoriomics ext ns ioiists wil. 
 be aible to present information on diet,
sanitatioi, food prepara [ion and I.'he like. Agents used for broadcasting 
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programs need not be specially trained. No additional AlI) 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 Government 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 need to import
 
and the advisability of exporting certain conanodities. 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 -e based on economic evaluations. 

The GOMR, primarily through INESI'PRE, has several means to 

influence or establii and maintain incentive plices for major a.ricii,.
tural commuodities. Support prices are most effective for non-perishables 
-- rice, corn, beans and sorghum. Farm prices for these crops have been 

raised to the levels shown below:
 

Rice (first quality) RD$ 9.90/cwt
 
Beans (Red) RD$19.75/cwt
 
Corn (No. 1) RD$ 6.05/cwt
 
Sorghum RD$ 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/nr) 
and peanuts (R$9/cwt) which have stiniulaed production of these crops. 

INESPiRE is moving to expand the number of crops for which 
it can influetnce prices. rt has undertaken case-by-case operations in 

cnions, pet:it ous and garlic for which i.t has attempted to maintain prices 

as follows:
 

Onions RD$I0.33/cwt 

Potatoes PD, 13.83/cwL 

Garlic RD$ 39.6 2Icwt 
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The extreme seasonality of production, low levels of 
located 
technology applied to preservation and storage and inconveniently
storage facilities 
present major problems which 

for such perishable commodities stillINESPRE is attemptingthe floor prices achieved to solve. !Iowevr,to date appear to haveNevertheless, price stimulated production.stabilization of such coinmodi Lieseven when crops are confined is often costl],.to well defined geographical Locatioils. 

The priiiciple attackties other than on the price problemthose nuentioned for coiimodiabove, will beand farm made in themanagement marketing' 
adjusted 

area where regional production patternsto national can bedemand
requiremeats and export opportunities,can be predicted and importin advance.between In this regard,SEA, INMSPRE the linkagesand CEDOPEX mentioned in the Marketing/FarmManagement section above, are 
critical.
 

In the SEA SectoralResearch/Infot.mation Assessment process,function the Marketwas conceivedthe effort. as the focal point of
 
markets for 

CEDOPHX is well advanced in its study of available export
snecific commodities and IN'ESPIRI:requirements is managing majorfor staple importfood commodities.bilities between The division of responsiinstitutions is clear incontext, it remains the legal and administrativeto increase the knowledgeties of and ex-pand thethe iinsti[tutions capabilithroughsored by thie loan 
the action program in marketingpro-rammm. spon

this point, having 
SEA is well advanced in its thinkingalready arranged on 

Infonnation Office 
for the head of the Market Research/to train at the graduateMichigan State University. level in marketing atSEA has also begun the outline of its firstnational marketing study. 
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3. 	Human Resources
 

a) Agricultural Vocational Training
 

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

(in 	 thousands)
1974 1975 1976 1977 TOTAL

RD$ US$ RD$ US$ US$RD$ RD$ US$ lD$US-
Equipment 30 15 
 45

Salaries
 

Project Direction 20 60 60 
 60 200
Instructors 
 65 70 
 70 205
 

Technical Assistance 
 40 40 40
Staff Training 	 120
 
15 20 15 10 
 30 30Operating 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 sevenagricultural regions of the country. The target group will, the
extent feasible, be farmers 
to


those participating in 	 the farmer groupcredit 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 predisbursement condition. Other agricultural institutions will beexpected to participate in 	 preparing course material,; ,nid makeprovision for occasional lectlr,;, but primarytl opi'rtiion.l
responsibility will lie within SEA.
 

A 'roject. Director 
and 	staff will make their hea'hnuartcr,at 	the National Agricultural Training Center in San Cristobal. Under 
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ILLUSTRATIVE ORGANIZATION CHART OF
 
VOCATIONAL AGRICULTURE PROJECT
 

Secretariat of Agriculture
 

Dept. of Extension
 

Training Division
 

;Cooperating Institutions 
ie.g., Agrarian Develop-

Project Director --- ment Institute, IDECOOP, 

!etc. 

U.S. Technical Adv. Director's Staff
 
Contract, 24 M - Research & Evaluation Spec.
 

- Education Comm. & Mat. Spec. 
- Procurement & Logistic Spec. 
- Support Staff 

RTC RTC #2 Regional Trnining Center #3 RTC #4 RT
 

Technical Supervisor with 
Specialty, e.g., in Field
 
Crops. 

Instruction Team Instruction Team 
- Spec. in R'ice Prod. - Spec. in Bean Prod. 
- Spec. in hforticulture Spec. in Other Veg. Crop Prod. 
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the Director, five Technical Supervisors with university degrees in
selected agricultural specialties will be posted at extension trainingcenters already existing in five of the seven agricultural regions ofthe country. The predominant agricultural activity smallof farmersin the ragion will determine what the technical specia Ity ofsupervisor should be; that is, in a region where beans rice 
the 

and arethe principal crops, the technical supervisor
Specialist; in region where 

will be a Field Cropsa fruits and vegetables are predominant,he will be an horticulturist. Each technical supervisor will havetwo teams of instructors of two men each. The instructors will begraduates of special agricultural schools such as the SuperiorInstitute of Agriculture (ISA) theor La Vega Agricultural HighSchool; in addition, they will have had some practical experience andwill undergo a special three-month training course at the beginningof 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 I (ends Decombe r 1974): Deas thewith completionof detailed project plans, the sejection and assignment of the ProjectDirector, his staff and the technical supervisors, orientation andspecialized training, establishment of base line data and the selection 
of instructional 
teams.
 

Phase II (January - June 1975): Approval by the GODRAID of detailed project plans; conduct specialized 12-week course 
and 

for20 instructors; complete field surveys; procure and install recessary
equipment for regional training centers; and, select farmers to be 
trained.
 

Phase II (uv 1975 - June 1976): Begin one-year farmertraining program in each of the regional training centers. Instructorswill work in nairs and there will twobe pairs of instructors at eachcenter. Each ofteam instructors will train the farmers in groups of25 which will rotae into the traini ng centers on a weekly bais.otal trainiig for each group of farmers will amount to one monthJurieS. the coor:se of a year and each team of instructors .vi'i Lndle.ight differunt groups of farmers during the year. The trainingichedule will arranged thatbe so the instructors will visit each7armer at hi; tarn a. least twice during the instructional year for7ollow-up purpo:;es . In addition to the visits, simple instructionaliaterial will be used to reinforce the training when the farmers are
tot in the training centers. 
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Phase IV (July 1976): Using the base line data collectedin Phase I and information derived from continuing evaluations beingcarried out 
in Phase III, the SEA and USAID will make a comprehensive
evaluation in order 
to decide whether to 
expand the program or to

modify 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.S. loan-funded technical assistance will be required
during the pilot phase of this activity and will consist of approxinately 24 mlan months of vocational agriculture specialist services. Suchservices 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 thepreparation and execution of evaluation and follow-up activities.
 

b) University Professional TraininF
 ,
 

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

(in thousands)

CY 1975 - CY 1976 CY 1977 TOTAL


Pesos US$ Pesos 
 US$ Pesos US$ Pesos US$
 
Faculty Upgrading 350
350 
 350 1,050
 

Technical Assistance 150 
 150 
 150 
 450
 

Salaries and 
 80 
 80 
 80

Language Training 

240
 

80 500 
 80 500 80 500 240 1,500
 

The implementing agency will be the SEA working incooperation with the Un iver ;idad Nacional Pedro Henriquez Urefia andthe Un iversi dad Cacica ad.re y Maestra. The purpose of this elen,.:ntof the lo.mi prograii, is to uexpand the range and depth of profes:-;Ln;i Icompetence through tile development of additional university curricul;ain new fieds of agricultural study. 
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At present, Dominican universities are able to effer thequivaleat of a U.S. Bachelor of Science degree only in a very IiMi Ledrange of agricultural subjects. Locally trained agricultural professionals clearly lack the specialties and the knowledge of the 
latest
improvements in their disciplines which are necessary to the accompiisliment of long-term development objectives. Although over 150 Dominicanuniversity students received grant-funded agricultural training in the
United States between 1966 and 1973, most of their studies were at theunder-graduate level; the returned U.S. trained students are being usedin the agricultural sector to the maximum extent but their training wasnot sufficient to permit them to produce, within the country, thecontinued output equallyof qualified professionals from Dominicanuniversities. Moreover, Dominican agricultural requirements have changedremarkably from their post-revolutionary low base and there is now angreater need for technologicaleven improvements and undcrstanding of
planning options. 

The universities which will participate thisin activity'are Universidad Nacional Pedro Henriquez Ureiia (UNPHU) and Universi'.dCat6lica Madre y Maestra (UCMuI). The latter has an integrated agricultural program with the Instituto Superior de Agricultura (ISA). Theseinstitutions realize that they are 
in need of wider range professional
agricultural training programs but their present capacities and
resources are such that plans for overcoming these deficiencies havebeen held back. The 
sector loan program will initiate the required
long-range development program at the undergraduate level only. Thetwo universities agree on the need to 
avoid duplication of effort;
therefore, it now appears that UCMM will concentrate on scientifictechnological sibjects while UNPHU gives emphasis to the planning/adminis
trative side of agriculture. 

The present activity plan calls for technfcal a-,sits Lancethe agriculture departments of to
the universities, and graduate level
training in Unitedtihe States for Dominican professors and insrucLur .A contractual arrangement will be made with a U.S. univer:Jity oruniversities tc provide two full-time staff to with .work UNPIU,WM,and SEA in program development and curriculum planning both on presentcourse offerings and the following probable new fields of A'tudy to 

be introduced:
 

Food Technology and Production (UCMM/ISA) 
Dairy Science and Production (UCMM/ISA)

Tropical Horticulture (UCMI/ISA)
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Agriculture Economics and Marketing (UNPHU)
 
Agriculcural 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 fields of administration and curriculum development.
 
(The vocational agriculture specialist servic:!s 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 UCN/ISA will send thirteen and UNPHU twelve partici
pants to be trained over the course of three 
years. Both universities 
have students studying in the U.S. under the LASPAU program, but because 
LASPAU's selections are based on competitive examination without regard 
to specLalty, 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
 
accomodatc the continued training requirements of the universities upon

completion of the loan program. No professor exchange is desired in
 
this program; therefore, the LATF program is inappropriate. Since
 
training will be undertaken as a professional assignment and represents
 
an investment in manpower oi 
 the part of the GODR, Educational Credit
 
Foundation loans to participants are not considered an appropriate
 
mode of financing.
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4. Itura.1 1'c'der Roads
 

This element of the program is directed at two vital, aspectsof 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 otherwise productively
employed in agricultural activities. The second aspect involves the
integration of the small farmer into the money economy by providingincreased access 
to markets for his products, as well as better

communication with other rural communities. 

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

TABLE I 

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. 

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

1/ According to GODR standards, the basic difference between rural
 
secondary and penetration roads relates to 
location, ratHwr t.h.jn
 
design.
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participated, in conjunction with the Agricultural Reform Institute, 
IDECOOP, SOP and the National Plannin- Office, in the establishment 
of a CODR nationol policy for construction of feeder roads. (A two 
year National Rural ,'oad Plan, resulting from this coordination, is 
expected to be issued shortly.) A further strengLhening of SEA's 
coordination of agricultural policy will be provided through it.,; 
primary role in the selection of the roads to be constructed under the 
program, as well as through its control of all merged program funds 
relating to feeder roads. In this way, there will be adequate assur
ance of an interrelationship between road construction efforts and
 
priority agricultural activities under the Loan Program. 

Caminos Vecinales was incorporated as a division of SOP in 
November 1970, 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 governmental priorities.
 

The Sector Loan Conmuittee has determined that Caminos Vecina
les, in conjunction with other SOP divisions, has the necessary 
administrative and technical capacity (see SOI organization ch::ri, 
Annex B, Exhibit 5, (f)) to implement the activities 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 ha- 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 overage of 160 kilometers per year to a sustaincd 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 willbe 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 penetration roads was made on the basis that this particular form of construc
tion is the most labor intensive of all Caminos Vecinales' activities,
emplcying approximately 134 skilled and unskilled workersactivity. per roadAssuming 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. Theconstruction of all roads will be undertaken, to the maximumfeasible, during times when extent
rural workers are under or unemployed in
order to avoid competition with ongoing agricultural activities.annual income Theof the rural worker will thus be augmented consideraby,with additional secondary benefits accruing to the rural sector as aresult of such increased income.
 

Read construction under the program will begin on a pilotbasis and will be expanded progressively, based on initial experience.The labor force, with the exception of the few additional necessarypermanent Caminos Vecinales professional and skilled personnel, willbe recruited, as 
is presently the case, from inhabitants in the area
in which the roads are beto constructed. All temporary labor, withthe exception of. skilled workers, who bebasis, will be 
will hired on a contractpaid at a monthly rate according to present practice.During Intensive Review the Sector Loan Committee explored thepossibility of piecea rate basis of payment. It was found that thismethod was impractical in the Dominican context, partly due thefact that workers are accustomed to 

to monthly payments, and partly as aresult of anticipated extra administrative efforts and associated
-osts which would result from piece-rate payments. 

Maintenance of roads build by Caminos Vecinales is the
7esponsibility of SOP. 
 In practice, SOP does not have sufficient
"esources to maintain adequately the entire Caminos Vecinales network)f roads and, consequently, many roads become impassible after'elatively short atime. It is evident that this maintenance capacityrill have beto 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 (50% GODR, 50% 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 Caminos 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. In 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 penetraILi.on road and marketing sub
centers; (3) maximization of hand labor content; (4) crop production
 
targets priorities of the GODR. 

Given the budgetary 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. In 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 singular ink 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.
 

http:penetraILi.on
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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 model devised will attempt
 
to show the optimum situation with respect to increases 
 in production
brought about 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 area 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 penetration and secondary roads 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 accoimodate anticipated present traffic flows, with a 
staged construction concept which facilitates future expansion. In 
areas of relatively flat terrain (natural gradients less than 1-2%)
design standards regulating curveture and grades will be relaxed some
what to facilitate labor intensive techniques while maintaining user 
safety criter-Ia. On hilly te-rain the roads will be constructed in tile 
traditiona, side hill cut method. 
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The following design criteria will be employed under tile
program:
 

Sec ndary 


H 10 minimum 


7 meters 


15 cm. 


45 km./hr. 


2:1 

1 1/2:1 


5% 


16% 


H 20 (AASHO) 


The rough road 
nales and established as 
and economic analysis. 
field engineer level and 

Penetration
 

AASHO Standard Loading 
 11 10 minimum
 

Roadway Width (turnouts
 
on curves) 
 6 meters
 

Surface Thickness 
 15 cm.
 

Vehicle Maximum Design 

Speed 
 45 km./hr. 

Side Slopes

Hill 
 2:1
 
Cut 
 1 1/2:1
 

Superelevation (maximum) 
 5%
 

Maximum Unpaved Vertical
 

Grade (0.5 km. with 
critical length of 70
 
meters) 
 16%
 

Dra inage
 
Culverts 
 CMP"
 

Bridges for shallow, California Ford

generally dry gulleys 
 (with culvert)
 

Bridges-composite reinforced
 
concrete loading
 

alignment will be dItaermined by C;,min:oi V,.,,i-.
the centerline for purposve:; of cu)! ;t w;, i.:,l,..w

Actual design work wi. I be accomplI;ed ;if III. 
approved by Caminos Vecinales. 

The average cost of constructing penetration roads to the
above road standards, taking into account variations in terrain (3
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categori.s - level, rolling and mountainous) is $9,725 per kilometer, 
including a 15% contingency factor to allow for inflationairy consldvrni
tions over the three year program period. The average cost per kilov:,
ter of secondary roads, including a 10% contingency factor, is $17,6z70. 
It is pcssiblc 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 to construct secondary feeder roads, and to Somc 
extent penetration roads, will be provided by the GODIR from 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. In the case of both
 
construction and maintenance, primary attention will be given to 
maximizing hand labor content.
 

The following costs of additional permanent personnel 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,OGO
 
5 Project Supervisors (one for each two
 

projects) at $3,600 18,000 
2 Mechanics 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 10% for iahr1i ,)I 
the two succeeding years, the total three year cost of ,addiLi 1:1 
personnel to the program is the following:
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Year 1 73,200 
Year 2 80,520 
Year 3 882572 

Total $242,292
 

The total program cost breakdown by element is shown below:
 

AID GODR Total
 

Personnel 
 $ 242,000 $ 242,000
 

Secondary Read
 
Construction 
 $ 600,000 358,000 
 958,000
 

Penetration Road
 
Construction 
 400,000 400 000 
 800 000
 

Total 
 $1,000,000 $1,000,000 
 $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 unskilled rural workers, each working an average of
50 working day; per year when they are not gainfully employed in otheragricultural eix'eavors. (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 (see 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 significLnIIL incre.i1t
to the average small farmer annual income of approximately $370, .hich

in turn, is about one half that of the economically active farmer avcrage of $740 per year. 
 In addition, it is quire likely that
 
important secondary economic benefits accruewill to rural areas as aresult of the magnitude of overallthis increase in rural income. 

In addition to the above irmediate bc,-.fits to those worlkers 
directly involved in the construction process, another important aspect
of rural development must be considered: tne development impact
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resultin, from the increased access to agricultural] markets. Experience
in both the Dominican Republic and, other countries has shown that the 
overall benefits to the rural sector are magnified as a result: of road 
access, and that significant increases in crop production result from 
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 procedures required 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 withi

USAID/Dowinican Republic, assisted by AID/W personnel as 
appropriate.

Disbursement requests will be reviewed by the USAID's Agricultural

Development, Capital Resources Development, and Controller )ivisions.
Progress of the program will be monitored by the USAID's Agricultural
 
Development Division.
 

2. Financial 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 contribution will be in addition to the GODR's normal investment andoperating 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, appro imately $435,000 in Dominican pesos representing estimated

1974 expenditures will be advanced following satisfaction of the appropriate conditions precedent. 
The balance of $9,615 million in Dominican
 
pesos and ,1.95 million in U.S. dollars is anticipated to be disbursed 
as follow,:: $1.340 million during CY 1975, $3.355 million during CY 197t,and $..920 J..lion during CY 1977. An overall brealdown of the estimateddisbur.su-ent schedule by program elements is shown in the following
Table 1, iwd the estimated disbursement schedule by implementing agency
is shown in Table 2. 



5£.!ALL FARM CREDIT PROGRAM 


XdTG. RESEARCH/FARM MGMT. PROGRAM 

It*MXiN RESOURCES PROGRAM 


FEEDER/ACCESS ROADS PROGRAM 


TOTAL AGRICULTURAL SECTOR PROGRAM 


Table 1
 

DISBURSEMENT SCHEDULE BY PROGRAM ELEMENTS
 
(in thousands)
 

1974 1975 1976 


AID Total 405 3,010 3,025 


Dollars
 
Pesos 405 
 3,010 3,025 

,ODR Pesos 705 5,690 6,505 
Total 1,]!, 5,700 9,530 

AID Total 150 150 

Dollars 
 150 150 

Pesos
 

GODR Pesos 50 
 300 300 


Total 50 450 450 


AID Total 
 575 575 

Dollars 
 575 575 

Pesos
 

GODR Pesos 50 
 315 305 

Total 50 890 880 


AID Total 30 330 330 


Dollars
 
Pesos 
 30 330 330 

GODR Pesos 30 330 330 


Total 60 660 660 

AID Total 435 4,065 
 4080 

Dollars 
 725 725 

Pesos 435 3,340 3,355 


GODR Pesos 835 
 6 7,440 
Total 1 210 70 11,5200 

1977 TOTAL
 

2,610 9,050
 

2,610 9,050
 

6,090 18,990
 
8,700 28,040
 

300 

300
 

300 950
 

300 1,250
 

500 1,650
 
500 1,650
 

290 960
 
790 2,610
 

310 1,000
 

310 1,000
 

310 1,000
 

620 _2_00
 

3,420 12,000
 

500 1,950
 
2,920 10,05C
 

6,99_O 21,900
 

,900
 



Table 2 

DISBURSE.MENT SCHEDULE BY D1LEMNTINc AGENCY 

AGENCG 

S E A 

AgEank 

D D F 

IDECOOP 

Ce n tra l 

Bank 

S 0 P 

T GrALS 

Operatirng Costs 
input Cr dits 

Fe:earch/Fa rn Mgmt.
+:nui Educa cr 

r"o1 Edua 

aIng Cost 

r:1liling
' erm cr -Sup. Crc!. Portfolio 

r.Cre akor xc. 
rol 

Loall Farm Crecits 

Input Credits 

FIDE 

Feeder & Access Roads 

197_L 

COOR AID
P__XPesos Peso_s US$ 

80 

15 15 
50 
5n 

-t--on_'0 

195 15 

160 

60 

95 95 
30 30 

-r-155 155 
500 280 

30 30 

20 20 

60 60 
65n '6o 
60 60 

30 30 

830835 1,35 

GCRPesos 

500 
100 
3C0 
2 3r 

1, 

980 
20 

475 
330 
835 

2,820 

330 

260 

680 
1,000 

1,680 

330 

6,635 

(in thousands)
1975 

i7 AID GODRPolos 

500 
I 85 

150 300 
75 225 

500 0
T-- 725 !,!0 

309 

'75 4.5 
330 330 
835 833 

1,640 2,630 

330 330 

260 270 

680 690 
2, 

680 2,690 

330 

3,340 725 7,440 

1976 

AIDE SS 

85 
150 
75 

5l0O 

85 725 

485 

330 
835 

1,650 

330 

270 

690 

690 

3 35 23,355 725 

GODR
Pesos 

500 

300 
210 
80 

1,090 

980 

445 

310 
675 

2,410 

310 

250 

620 
000 

2,620 

310 

6 906,990 

1977 "TTAL 

1 AID GODR AIDPesos US$ Pesos Pesos LS$ 

1,580 

200 200 
950 300
720 150 

500 240 1.500 
500 3,690 200 1,950 

3,100 

260 
445 1,500 1,500 
310 1,000 1,000
675 2500 2500 

1,430 8,360 5,000 

310 1 000 1000 

250 800 800 

08 0 

620 2,050 2,050 
5000 

620 7,050 2,050 

310 5 000 1 0002,920 500 21,900 10,050 1,950 

o 

:n 
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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 training 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 meet approximately two months program requirements. However, throughout the lifeof the program the amount of each advance to be allocated to any implementing or sub-implementing agency is to be determined prior to eachdisbursement based on estimated need and the demonstration of financialand physical progress towards loan targuts. 
The AID and GODR contributions 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 contemplat2d
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 AIDprocedures by issuance of Letters of Commitment and making paymentsthrough the ofuse Letters of Credit dollarfor costs of services procurcd for the program in accordance with the terms of the Loan Agreement. Disbursement 
 of dollar costs will madebe exclusively to financethe procurement for the program of services 'laving both their sourceand origin in countries in Code 941 of the All) Geographic Code Book asin effect at the time ordiers are placed or contracts are entered intofor such services. Al.l transportation financed by dollar costs underthe Loan slall have J's source and origin in countries included in Code941 of the AID Geograph4ic. Code Book as in effect at the time transporta
tion is initiated.
 

b) Local. Currency Costs (Dominican Pesos) 

(i) Loan Apre-ment 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 Lor U.S. dollar-amounts set aside for pro
curement of dollar cost training and services directly related to the
sector program) the U.S. dollars are being lent for the purpose of 
converting 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.
 

(ii) Request for Disbursement
 

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 both 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 needs 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 theninety-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 conversion is expected to be em
ployed in accordance with the following system:
 

(1) 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 rece2ive 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 Santo
Domingo Branch to this effect and the U.S. Treasury will issue a check
drown upon First National City Bank, Santo Domingo and forward it to
 
the USAID/DR Controller.
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The USAID/DR Controller will transmit thecheck to Banco de Reservas for deposit to the Special Segregated Account (SSA) at such time as the GODR has made its corresponding deposit. 

Upon the issuance of the check, the Loan
will be charged with the U.S. dollar equivalent.
 

of State For Agriculture, the funds will lose their separate identity
 

(II)Upon deposit to the SSA of the Secretariat
 
and be merged with GODR funds in the same account.
 

(b) 
GODR Peso Generation Procedure
 

To implement the GODR's direcft budgetary 
contribution procedure, the following system will be employed:
 

(I) Simultanemously with its request for AID
Loan disbursement for the local currency requirement of the Loan Program, the C 1
DR'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 Agreement, 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 Pafj9 form for the GODR Treasury Department. The GODR Treasury
will issue a check for credit to the above mentioned SSA of the Secretariat of State for Agriculture in the Banco de Reservas for use in the
Agricultural Sector Program in accordance with the Loan Agreement

517-L-027. 

GODF. to the SSA, the funds
(II)

will 
Upon receipt of pesos allocated by the 

be merged ,.-ith 
then lose their separate identify andAID-disbursed funds in the same account. 

(iv) The SpecialSere ated Account - Release of Commingled Funds 
It is now anticipated that the Special SegregatedAccount will be established in the Bancothe implem:enting de Reservas. Both the SSA andand sub-implementing

minglcd funds will 
agency accounts to which the comultimately flow will be current, thatbearing accounts. is, non-interotPesos deposited in the SSA account will be
divertible from the sector loan program inasmuch as each deposit tothe SSA of AID-loan-generated

f:om the USAID Controller to 
pesos will be accompanied by instructions 

non

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 each 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. Pr3curement Procedures
 

Procurement of dollar cost training and technical assistance

will be made in accordance with the Capital Projects Guidelines M.O.
 
1442.1 as appropriate.
 

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 evaluation

will endeavor 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 coatemplated that these evaluations will be carriedjointly by outthe 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 CODR will ha,'c 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 IV - CONDITIONS PRECEDENT AND COVENANTS
 

In addition to the usual conditions precedent and covenants, the Agricultural Sector Loan Committee recommends that the following be contained in the Loan Agreement:
 

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 RD$50,000. Accordingly, prior 
to disbursement, the Borrower
shall furnish evidence of arrangements by the Agricultural Bank to
sure that inthis maximum loan ceiling will not be circunvented by the
making of inultiple loans to. the same subborrower, directly or 
indirectly;

and,
 

(b) 
The Central Bank has established a discount rate for agricultural loans, which rate is lower than the discount rate for commercial
 
or industrial loans.
 

(2) 
Prior to any disbursement or 
the issuance of any commitment document
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;
 

(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 evidence 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 shall 
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 include, 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 urder 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
vision of necessary road construction equipment and additional per
sonnel; and
 

(c) Plans and responsibility of SOP for the satisfactory mainte
nance of the feeder 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) $25,000 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 .ircumvention 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-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. 
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SECTION V 
- ISSUES AND DAEC CONSIDERATIONS
 

After the LA/DAEC consideration of the Agricultural Sector Loan 1RR
on April 9, !974, comments and guidelines were given in STAT1 065059i 
regarding a number of issues, proposed poli2y actions, and identified activities which were recommended to be brought to the attention of reviewers in the CAP. 
 These items are summarized below, followed by

references to the Sections of the CAP in which they are addressed.
 

Ability of GODR to use effectively credit content of theloaay
proLram
1 


Analysi.s of the ability of the GODR to utilize effectively tie ragnitude of proposed credit within an expanded time frame of three_ years,
shows that the credit can be extended and used as planned. 
Special urm-phasis has been given to small farmer group lending mechanisrs, i're-e

criteria have been developed for small farmer lending under 
 ttie prograr.
(See Section III A and B.I.) 

GODRpolicies affecting the loan program 

During intensive review several policy questions were explored
including (1) budgetary plans and allocations (see Section I B. and

III B.l.); (2) p:icing policies (see Section III B.2.); (3) policy shift
in AgBbnk lendin6 to lower loan ceiling (see Section III B.1.); (4)

increase in agricultural interest rates (see Section IiI 
 B.1.);
(5) mechanisms to provide incentives to commercial banks (see Section
III B.l.b.); (6) leg;al and administrative changes which 
 are to be carried 
out as a Condition Precedent (see Section IV); (7) degree of planning
achieved with CODR and private entities in the design of the loan pro
gram (seo Section II). 

Income distribut iou objectives 

lechnical and economic feasibility of the micro-economic analysisdemoustrate.n that farm incomes will be improved and a higher leveltechnology will. provide treater employment. Criteria for lending 
of 

creditwill assure a mnaximu~m participation by small farmers. Those outside

the target group at a lower level are expected to be reached indirectlyby the Progrm and directly by related programs of. tLe GODR. (See Sec
tion III B.I. (c).) 
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Institutional constraints
 

Various elements of the loan program will address the need to
strengthen institutional capabilities of GODIR implementing agenciof.
The GODR has initiated discussions with IICA for the possible use of
its management services as 
technical assistance for its Marketing Research/Farm Management sub-program element. 
 (See Section II B. and

Section II D. 3.)
 

Lin~es
 

Selection of feeder roads will be made by SEA to correspond with
the needs of farmers in inaccesible areas 
to receive credit and services. 
 Regarding research, linkages have already been established by
SEA with CIAT to provide technical assittance in rice and bean production efforts. (See Section III 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 assistance to agriculture, their programs and the program ofcomplementary and not in conflict. 
this loan are 

AID's capital assistance will fill
a resource need not being met by other donors. 
 (See Sections II D.

and VI B.)
 

Role of cooperatives
 

Existing cooperatives have the capability to participate in input
marketing, complementing other entities in the delivery system; 
 Channeling of inputs through cooperativcs will strengthen the viability of
existing cooperatives and provide incentives to create new cooperative
groups. 
 (See Section III B.I. 
(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 
incentivQ to commercial bank lending to agriculture. (See

Section III B.I.)
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Rural feeder roads
 

The design of rural feeder roads construction will maximize hand
 

labor content, providing employment and increased income to small farmers
 

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 III B.3.)
 

Vocational training
 

Analysis has been maoj of estimated costs and results of both formal
 

and non-formal vocational training programs for sub-professionals and
 

progressive small farmers. The "Radio Outreach Program" will only
 

marginally affect the vocational training group through its dissemina

tion of marketing and crop information and is not a component part of
 

the vocational education program. (See Section III B.3.)
 

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 IDb 

PIDAGRO program is a prerequisite for land reform. It is anticipated 

that ID13 inte-nds to consider provision of external assistance in support 

of a GODR land u'e 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 stago for further GODR rational land use considera
tiona. (See Section Ii B..) 

Availability of fertilizer
 

The current policy of the Central Bank is to make foreign e;Xchange 
available in whatever amounts required by input importers. Due to tne 
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relatively small quantities'needed in this Program, there is rcasonable
 

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.l. (b).)
 

Mechanism for Evaluation
 

The intensive review has developed indicators which, with baseline
 

study data, will serve as measurements of progress annually during tne
 
(See Secdisbursement period plus at least one follow-up evaluation. 


tion III C.6.)
 

Other than those addressed and provided for in 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 GovernmentRepublic. of the DominicanThe executing agency will be the Secretariatfor Agriculture. of StateThe terms recommended for the proposed loan are
40 year repayment by the Borrower, including a lO-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 opinionthat the terms recormmended are reasonable for this sectoral nonrevenue producing program. The terms are legal under both U.S. andDominican law. 

B. Availability of Other External Donor Financing
 

IDB, IBRD, and Eximbank have been advised ofloan and the proposedhave indicated that they are not interested in financing
this program. 

C. Prospects for Repayment 

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

D. Consistency ith AID Agricultural Stratey 

The Program is a progressive elaboration in greater depthof the objectives and analyses contained in the October 1973
The observations DA}P.
in the DAP Deciion eriorandum and the March 19 7 6Agricultural Sector Assessment have been taken into account and
CAP is consistent this
with both. The Program is consistentFAA Section 110 (A) in 
with the newthat the hasCODR provided assuranceswill that itcontribute substantially more than 25 percentum of the costs(an estimated 65 percent) of the entire program with respect to vhichthis loan assistance is provided. 

in addition, the CAP incorporates performance criteria tofacilitate the subsequent evaluation of progress toward objectives
in conformity with AIDTO CIRC A-165 dated February 26, 1974. 
 The
USAID concludes that the loan Program is consistent with and sunportive of AID agricultural strategy.
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E. [Environmental Aspects of the Proram 

The activities of the Agricultural Sectorhave a positive overall impact 
Loan Program iillon the environi-enta more productive in the sen,,;e that:use of existing farmecologist who participated 

land; .,ill result. An e::pcrtin preparation ofsector the USAID agricultur Iassessment 
has recommended that, if morea rationalmade of agricultural use %!ereland according to land capability classifications and ecological life zones potential (shiftingproduction more some riceto appropriate 
use could be made of 

lands, for example), more efficientsuch natural resources as i'ater, land,and fisheries. forestsUnder the approach adopted byment, and the Dominican Governsupported by this Program, improved utilization ofis expected to landcontribute significantly to a reduction in water losses, denudation, leaching of nutrients from the soil and
improverient a general
of the physical environment.
will be The result of these reasuresshown through increased food production for the rapidly grow
ing population.
 

The use of fertilizers at
anticipated low to moderate levels, asin the crop production activities under the Program, willnot have any detrimental effect upon the environmental but
the opposite. ratlir
Technical specialists of 
SEA uill guide the proper
handling and application of insecticides and herbicides, 
thus minimizing any adverse effects to humans. 
 The production and increased
availability moreof nutritious food to the domestichelp economy willto maintain and eventually improve the general level of healthof the population. 

The 
labor intensive construction activities of penetration roads to be built under the program willdisturbance result in a minimalto the surrounding terrain, asessentially. follows 
the design of such ro;,dsthe contour of the land., Aswill be kept the use of machineryto a minimum, and since the road design include cement
culverts and river fords, little soil erosion will result.
 

Thp Borrower and lib-ilmplerentin.,, agenciesan obligation will be underto Lake ecological con.;iderations
nppropri a into account, wheree, in the approval of aIv specific sub-projectAgriciiltua lhctor under theLo. i. Accord iniigIv,
provisions will 

th,2 s tandard environ,:entalbe incorporated in the Loan Agreement. 

F. Im22ctonU. Lyconomv 

The loan program does not contemplate the creation of any 



101 UNCLASSIFIED
 

entities which would compete with U.S. enterprises.
will not adversely Moreover, .taffect the U.S. economy. The U.S. has traditionally enjoyed a large percentage of the Dominican market. The 1973U.S. portion of the Dominican Republic's global import marke
about 55.4%. This represents an increase from 54.0 
was
 

in 1971 in 1972, 52.0Zand 51.8% during 1970. As a resultthe monetary parity of the 
of the recent changes inU.S. dollar vis-a-vis other currenciesand increased promotional activities onloan, by improving the Dominican 

behalf of U.S. exports, thisRepublic's import capacity,also help improve still further should 
market. the U.S. share of the Domi.nicanThe very purposes for whichhelp to bring about a 

this loan is designed shouldstable, growing economy,a larger market one which will providefor U.S. exports over the long run. 
G. Title IX - Buildinf! of Democratic Institutions 

The agricultural sector loanobjectives by placing emphasis on 
directly addresses Titli IXassisting to achieve maximum participation in che task of economic development on the part of thepeople of the Dominican Republic.


ment of The loan's effects in encourage
ditional 

private voluntary cooperative organizations, enabling ad.small farmers to participate

credits, in the use of institutionalbuilding str(ngthened
and providing 

government agricultural institutions,vocational skills training opportunitieshabitants will to rural inenable thoasanda of people to participatedeeply involved and becomein the process of building democraticIt constitutes institutions.a practical basi.,; for personal developmentproviding opportunities by: (1)for decision making,and development growth of responsibilitvof economic anr social skills;ual motivation (2) changing individand attitudes 
agents who 

through the outreach of trained creditdevelop with theand the dissemination 
fnrmer adequate technological packages,i:o farmers of the information developed bynew Market Re-earch/Farm itlnagement Division of SEA; and 

the
 
ing responsible (3) developprofessiona.i leadership through university training. 

U. Cosistencv With CIAP Revies 

"The agricultural sector loan addressesfindings and reconmin-laticns m,.ade 
one of the major

by the subcommitteeAmerican C(e.;imittea on the Alliance for Progress (CIAP) 
of the Inter

in its June1973 review of the Dosiinan economy, 

In this revi-,w, CIAP expressed its concurrenceof Dominican oljectives and supportin the agricultural sector. CIAP noted wit!' 
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interest, in its January 1974 prel.'.minary report, the Dominican
 
identification of the agricultural sector as 
one of the foremost
 
features of its development policy. Included in its comments, CIAP
 
no'ed the increasing interest of the GODR in making structural changes
.- is agricultural sector to better serve the national economy, the
 
increased agricultural sector planning activities, and the CODR's
 
proposal to continue priority actions to create new employment op
portunities and raise the standard of living in rural 
areas. ClAP
 
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 ST AT 'TO RY CRITERIA 

(Alliance for Progress) 

In the right-hand margin, for each iten, writ2! answer zr ,priate, ;.,; .1ppro.•a sunmary of required diScussion. As necess.rv, rev,-e encethe section(s) theof Capital Assistaicp Paper, otheridentified and avaijab]e document, in which the 
or cle.rly 
matter is furtherdiscussed. 
This form. may be made a part of the Capital As.sistance 

Pap er. 

The following abbreviations are used: 
FAA - Foreign Assistance Act of as1961, amended. 

FAA, 1973 - Foreign Assistance Act of 1973. 

App. - Foreign Assistance and Related Agencies Appropriations Act, 1.97 

MMA.- Merchant Marine Act of 1936, as amended. 

BASIC AUT[ORITY
 

1. FAA 9 OS: 704: § Z05:Z 
§106: § 107. 1- loan beina made 

a. for agriczZtzere, rural devel- Yes. Thdse are the main
opment or nutrition; purposes of the loan.
 

b. for population planning or health; The loan program will improve 
health through its support of 
increased agricultural food 
production.

a. for education, Public adwninis- The loan program will assist
tration,. or human resources development; to devefop human resources
 

through its vocational educa
tion and professional education
 
element.
d. to solve economic and social
 

development problems in fieldstransportatio, such as The loan programpower, induistr', will assisturn development problems in the fLIh
 
in solving economic and social 

deve op ient, andl eXport deve~op". ; of transportation through its 

feeder road component.
 

http:necess.rv
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AID 1240-2 (4-74) ANNEX A, page 2 of 20 
Exhibit j., p, e 2 of 19 

e. in suport of the general The loan program is stpportiv of"economy of the recipient 
 and complementary otliurto dotiojcountry or for development development programs. SeU Sct.CL.Z::
progra?-s cond:ucted by private 
or international organiza
tions. 

COUNTRY PERFORMANCE 

Progress Towards Country Goals 

2. FAA § 208; §.25Z(b).
 

A. Describe extent to 
which
 
country is:
 

l) Making appropriate efforts .The Dominican Republic at theincrease food production presentto 
time is making a conand improve means for food certed effort to increase foodstorage and distribution, production. (See Section I.) 

The Dominican Republic has taken 
numerous steps to improve its
C2) Creating a favorable cli- climate for private investment asmate for foreign and domeatic evidenced by its support for 
expanded industrial and agriculpriuate enterprise aznd tural credit facilities, parti

investment. 
 cipation in the AID investment
 
guaranty program, the passage of
 
an updated Industrial Incentive
 
Law, and a new Tourism Incentive
 
Law to encourage foreign and
 
domestic enterprise and invest
ment.
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AID 1240-2 (4-74) 

(3) Increasin the public 
ratassociations, 

.s 

The public's role is increasing throu?,Vl 
the expansion of private and public 
development banks, savings and lorn 

credit unions, transpor
role in the developmental tation and agricultural cooperatives. 
process. The Marketing Research/Farm :'ana'n: 

element of this sector progrn is cir
at increasing th'e decision-iakin" 1ol 

of the rural community in the develop

(4) (a) Allocating available ment process. 

budgetary resources to The Dominican Republic is allocating 
development, substantial budgetary resource,; to de. 

velopment; its total public sector 
capital budget has averaged over 36% 
of total budgeted expenditures in 1971, 
1972 and 1973. 

(b) Diverting such 
resources for unnecessary The Dominican Republic has not bet:n 
military expenditure (See using its resources for unnecessary 
also Item No. 20) and military expenditures nor is it inter
intervention in affairs vening in the affairs of other countrie. 
of other free and 
independent nations.) 
(See also Item No. 11) 

(5) Making economic, social, The Dominican Republic permits free 
and political reforms such as political expression, tax collection 
tax coZlection improvements methods are improving and revenues are 
and changes in land tenure up; and a land reform program is in 
arrangemsnts, and mnaking effect; the Dominican Republic complies 
progress toward respect for with the other criteria. 
the ruie of law, freedom of 
expression and of the press, 
and recognizing the importance 
of individz,:al freedom, 
initiative, and private 
enterprise. 

(6) Adhering to the principles The Dominican Republic adheres to the 
of the Act of Bogota and principles of the Act of Bogota and 
Charter of Punta del Este. the Charter of Punta del Este 
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ANNEX A, paje 4 of 20 
Exhibit 1, page 4
(7) Attempting to repatriate of 19 1The Dominican Republic is rankingcapital invested in other reasonable efforts to encour!,-ecountries by its own citizens, repatriation of capital invf!teoc ii, 

other countries by its citizens.
 

(8) Otherwise responding to The Dominican Republic i . encourthe vi.taZ economic, political, aging and cooperating in the
and sccial conce.rns of its establishment of dorestic -nd forpeople, and dcnonstrating a eign investment in minin,;', touris.:-,cleor determination to take agriculture (includinp the pror ::effective self-help measures, 
 contemplated by this Loan, with its 
substantial government contribution)
and industry and undertaking earie:s 
other self-help efforts.
 

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

Treatment of U.S. Citizens and Citizens of Recivient Cont-z,
 
3. FAA 
 62 0(c). If assistance is According to bestthe infori ationto governent, is the government available, the Dominican izRepublic
liable as debtor or 
unconditional 
 is not known to be so indebted.
 

guarantor 
on any debt to a U.S.

citizen fo, 
 goods or services 
f:trnished or ordered where (a)such
citizen has exhaLsted.zvaiZabZe 
leaal remedies and (b) debt is
 
not denied or contes.ted by such -.
 

go ve2nme?, t ?
 

4. FAA zI 6 20(e)(1). If assistance
 
is to a go vernment, has it 

(includi:,.g gozern7mcnt agencies 

jo.
 

or subdiv-isions) 
.t-an any

action whicht has the effect of

nationalizini, expropriating, 
or otherwise ss'izing ownership
 
or control of pro)C y of U.S.
 
citizens ar 
enti"tie- beneJicially

owned by them witi:out takirc
 
steps to dischca),go its obZigations
toward s.ch citizc0:s or entities? 
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5. 	 FAA i 620(o): Fishermc~nv The Doinican Relpublic havs not
 
Protectie .4t.o. 5. If country taken any such action.
 
has seized, or 4posed any pena7.ty
 
or sanctie n aoainst, any U.S.
 
fishing e on accoun.t of its
 
fishing activities in international
 
waters,
 

a. has any deduction required by Not applicable.
 
Fishermen's Protective Act been
 
made? 

b. 	 has complete denial of Not applicable. 
assistance been considered by
 
A.I.D. Administrator? 

6. 	 FAA, I973 F 32. To what extent No longer applicable. 
does governmrent of recipient 
country practice the internment or 
imprisonment of that country's 
citizens for political purposes?
 

Relations with U.S. Government and 
Other Nations
 

7. 	 AAj62O(c) Does recipeint No. 
count i furnish assistanc to 
Cuba or fail to take appro
priate steps to prevent ships. 
or aircraft under its flag
 
from carrying cargoes to or
 
from Cuba?
 

http:pena7.ty
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. FAA 620(I,). If assistance The Secretary of State has deter.is to a govern.'-en&, has the mined the Dominican RepublicSecrcta:z: of State determined is 

Secr~ -z"I. nedthat it or the intenblic:s. not? controlled by ot- controlled by the internaton-Coimunist movement. 1the internationa Communist
 
movement?
 

9. FAA , 620(d). If assistance isfor any pro It is not planned that AID fundsuctive enterprise will be usedwhich will compete to finance productivin the United enterprises whichStates with United States will compete inenter- the U.S. with U.S.prise, is enterprises.there an agreement bythe recipient country to preventexport to the United States ofmore than 20% of the enterprise's
annual production during the life
of the loan? 

zo. A 620(f). Is recipient country No.a Communist country? 

FAA 9 620(i). Is recipient countryN
in any, way involved in (a) subversion of, or military aggression
against, the United States or anycountry receiving U.S. assistance,
 
or (b) the planning of such sub
versto., or 
a'ggression?
 

12. FAA q @20(.4). Has the country Adequate measures have and are
 
p ~ 6ted, or failed toadequate mcasure.- taketo prevent,
the being taken bydamage or destruction, by 

the Dominican 
Republic in this regard.mob action, of U.S. property? 
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Z3 FLAA_ - 6P(). If the country 
 The Dominican Republic hns inhas fai t -tc i.:ztitute thje fact signed and instituted such
proirarz an agreement.


for the s 'c risks of 
expropr'ia tio 
 in convert
ibil2ity o'o eof.c-tion 
 has
 
the A.I.O. a:i,:stration within
 
the past ?;,cai conzsidered denyin

assistance 
to such government
 
for this rcason?
 

14. FAA c 620( ). Does recipient
country fuz s'ih goods to North No.

Viet-llari or 
perit ships or 
aircraft under its flag to 
carry cargoes to 
or from North
T'iet mo/m? 

15. FAA § 62Or'). Is the Government 
 No such default exists.
 
of the recipie*.nt country in
default on interest or principal

of any A.i.D. loan to.the
 
country?
 

16. FAA , 620(t). Has the country No. 
severed dip lomatic relations
 
w? th the United States? If so,

have they been resumed and
 
have new 
 bilateral assistance
 
agreerants been negotiated and

entered into since such resumption?
 

The Dominican Republic is not kno..-n
Z7. FAA § G20(z). What is the pay- to be in arrears in payment of its
me?2t &taztw 4 t;e courtry's U.N;.
obIia L'ions? r., the countr' 

U.N. dues and its voting rights areis unimpaired.
in arrvcrO,o ': e such arearaa .s
taken into acc4,-,nt b, the A.I.D.


Adm,i;isi tra !, in dc tc'rinin:$ t;:e
current A.I.D. Opcrational Yoar,
 
Rudoe t ? 

http:recipie*.nt
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18. 	 P,. § 4871.. Has the governmentl of The Government has in:;tituLed 
recipient co..toy failed to tal adequate measur JiarOt. ,wIiW 
ac.'equate stops to prevent narcotLc of narcotics and other contro.., 
drvas ac other controlled sub- substances.
 
stances (as defined by the Compre

hensive Dr:.: A2use Prevention and
 

Control. Act of 1970) produced or
 
processed, in whole or in part, .in
 

such country, or transported
 
through such country, from being
 
sold illegally within the juris
diction of such country to U.S.
 
Governrent vcrsonneZ or their
 
dependents, or from entering the
 
U.S. 	unlawfully?
 

19 	 F!:-t Z9734 29. If (a) military Not applicable. 
base is located in recipient
 
country, and was constructed or
 
is being mizntained or operated
 
with funds furnished by U.S., and
 
(b) U.S. personnel carry out
 
military operations from such
 
base, has the President deter
mined that the government of
 
recipient country has authorized
 
regular access to U.S. -zorres
pondants to such base? 

Milita,' Exoenditures
 
Total 	defense expenditures as
 

20. 	 FAA 9 620(s). What percentage of percentage of total expenditures 
country budget is for military were 10.4% in 1971 and 9.8% in 
expenditlres? How much of foreign 1972. As a percentage of GDP, 
exchange resources spent on mili- defense expenditures weie 2.4% 
tary equipment? How much spent for in 1971 and 2.0% in 1972. Expen
the purchase of sophisticated ditures for 1973 are expected to 
weapona systems? (Consideration 	 demonstrate similar percentakes.
 
of thene points is to be coor- The amount of foreign exchange 
dinated with the Bureau for resources spent on military equip-
Program and Policy Coordination, ment is small. None is spent 
RC-ional Cocrdinatorsand M.ilitary for sophisticated iweapons. U.S. 
Assistance Staff (PPC/RC).) 	 development assistance and P.L. 

480 sales are not being used for 
military purposes. 
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CORDITI'3O;S OF I,.' :' LOA 

General Sound : 7s,; 

M 	 Information and2Z. 	 FAA 2,7(d). Terms are legal and reasonaJe
conclusion on reasonableness under 	both U.S. and Dominican
 
'nId legalityi (under laws .f law.
 

untry and the United Sta':es)
 
r lending and relendina terms
 

of the loan.
 

22, 	 FAA 9P 5Z(b)(2): 0 25Z(e). 

Information and conclusion on The economic and technical sound
activity's econcriic and 	 of this loanness 	 program are
technic !cnoss. If loan analyzed and confirmedin the body 

m pzo's.ant a of theis not 9U:Je to 	 loan paper. The GODRI has
multilatcoal plan, and the submitted an application Lo Al1)
amount o. the 1oan exceeds (see Annex B, Exhibit 1). The GDR 
$100,000, has country submitted has given assurances that the fundk 
to A.I.D. an application for will be used in an economically and
s71ch funds together with technically sound manner. 
assurances to indicate that 
funds will be used in an econom
ically and technically sound
 
manner? 

23. 	 FAA 3 25Z(b). Information and The terms of the loan are felt to 
conclusion on capacity of the be within the capability of the 
country to repay the loan, GODR to repay and there are rea
including reasonableness of sonable prospects of repayment 
repayment prospects. (See Section III B and IVG.) 

24. 	 FAA E, 251(b). Information and Financing from other free-world 
conclusion n availability of sources, including other U.S. 
financing from other free-world sources, has been determined as 
sources, includina private not available at terms necessary 
sources withzin; the United States. for this program. See Section IV F. 
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26 FAA 9 6 Z(a) (2). If further 
legislative action is required'
within recipient country, what 
is basis for reasonable expec-
tation that such action will be 
completed in time to permit
orderly 'accomplishment of 
purpose of loan? 

27. 'FAA 611(e). loan is for6 If 
CapitaZ Asssstance,*and allZ 

.... assistance to project now 
exceeds $Z million, has Mission 
Director certified the country'Is 
capability effectively. ito 

* maintain and utilize *the.project? 

Loan'Is Relationshi) to Achiev'ementofCount:z'adfe'oa ol 

28. FAA § 207: 9 25 Z(a); Z13. 

hih 
reflects appropriate emphasis
on: (a) encouraging develop-

Extntto ssitaceresearch 


mient of democratic cOnmc 

ter' 
of c0OJ in 

n 
U:eas8~~?rI~~TY2~ 

,Pgn1atoaf,an ar et-fon'7~ 5 
a-cntined Sn L 

Anne, B,--r 1,L2% A; ron,,oiaf1iv
f 1 6' e sta'i t6 of thecost, of 'tile po 
gram is- sat, fo6rth in Se.c t iosII s 
and VI. 

' > 
No further legislative actions requlrc 

Yes, the certification prescriber! b"'
this'section is attached as Annex ,
Exhibit 2.
 

a) -The proposed -pro-ram is intend ,edfj< 
ton rsoiberaginstu
 

adtrainin~ -', and Whicll~W 
smalld'fiancirs asitne ohl
 
sml~an'siprv hi at
 
p iteeisiil 

politica7 'and socia insjt. uin;pmay urposecof1 tha-' 

ioato as rfieis t,' N' oCo'~rrOu 
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v ra nipr 

2(fP, int6rating, ;woren-,into the i-t i"tl lpe. (1LJl ' 
4 4 j'..re .~en't. cou try's 	 Cina,f :L !,; 

economy~. _,pr:gram 

29. 	 FAA 209. Is 'project sus -ep t ib Ie 1,y 
of 	execution aspr-frgoa
 
prjcIf-so why is project not, 


- so executed? 

30. 	 FAA 25Z(b) (3). InforriatI"cn and 4 The activit willhaye-a .basic 
6oncluaion -on activitu'l 	 o"fi, I 

' 

sinfcne -rlaio 
.. ship to, and consistency with, ~'~eop,'entefffts and v.ill play.a'' 

other devielopmnent activities, *ad'essential part' in the, realiZation-o 
iis contribution to .realizable its lonig rag~bjc e in agr-' K 
lono-range objectives. ~ ulture as 'discussed in Sectioni I A' 

31. 	 FAA 9 257,(b) (7). Information and The program will contribute to th'e
 
conclusion on whether or not the .country's self-sustaining gro-;h-:

activiiy to.,be financed willb-,rvdig-he o t'":'essentiail
 

-. contributp to the achi(?vement of 4,,, basis (eserch,4 edu~atibn credit~
-seLf 
 -sustaning grwh n.hto'co t,'nueddv 

opmentof "the agricultural sector.i 

'p o4 
 ri u-e th	 it-. 

:oInforatin Am,d c nls~7e~ 

4 
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34 	. FAA 25 ZYh). InformationTh rp sd oa i cn st t 
andrv coec Tsion on whether the therewith. See SecItion VIHactivity is consistent with the 
findings and recommendations of the........~~~~~ 	 £ J, qo nm~eennh
ae ec ..... p 	 rn
Inter-American Committee for the,
Alliance for Progress in its 
annual review of national develop-
ment activities. 

a 

35. 	 FAA 0 281(a). Describe extent to The program contributes to those
which the lorn will contribute to objectives through the c :pinsion, 

.the objeetive of assu ing ma-imuri and improvement of. GODR marketing.
participation,in the task of P-cono- and farm management ser,.,ices and.*mic development on the part of thc of credit. whichi, 'assists f arm Irs ill
people of, the country, through the ~the establishmenit of production
encouragerient-of democratic, .~and marketijig cooperatives and,
private, and local governmental farmersaaassociation&s. 
institutions. 

-3&. 	 FAA4 9 281(b). Describe extent to The program is'designed to address 
which pr %grimrecognrizes. the the aresearch,_ technology ,and pro

- articular' nIeeds, de'sires, and duction needs- f small -farmers aj14 
cavaoities of -the-people of the 

-

train "reh icias prof'essionals,
cnty;,utilZizes the country'sa and farinersto deelpthe, 

oolnt 	 r*ct a resources toe ; h~uanrsucsncesrgo 
opment;,n supports civic, an oia e
 
education and tOa.i4 k 'Usn
 
required for ~e~fqctiive pati


p n,,, in govern enyiladx 
i	 

4~% 
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44. FAA 620(h). Will the loan NO. 
t promote or assist the foreignl 

aid projects 'or activities of
 
the Cornr'unist-Bloc counitries?
 

45.FA~61 I ehia 	 Under technical assistance, the~ 
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whether they.are particularly ExhibiL 1, piqgo 15 of 19 
suitabe, are not competitive LiC 
private ente:rprise, and can be
 
made av: lable without undue
 
interference wi-th dor;estic prog-ama.
 

Loan's Comliance with Specificr Reauireients 

46. 	 FAA i 110(a); 6 2 08(c). Has the Yes. SeeSection M C3 d
 
recipient country proided Annex B, Exhibits 1Iand 2.
 
assurances that it will provide
 
at least 25') of the costs of 
the program, project, or acti
vity 	 with respect to which the 
Loan 	is to be made?
 

47. 	 FAA P 12. Will loan be used No.
 
to finance police training or
 
related program in recipient 
country?
 

48. 	 FAA § 1i4. ';ill loan be used to No. 
pay for perfor.mance of abor-tions 
or to motiva-te or coerce persons 
to practice abortions?
 

49. 	 1A§ 201(d). Is interest rate 
of loan at least 2% per annum Yes. 
during grace period and at least
 
3% per annum thereafter?
 

50. 	 FAA § 604(a). Will all conwmodity 
procurement financed under the No commodity procurement is 
loan be fror the United States envisaged under the loan. 
except as otherwise determined 
by the President? 

5Z. 	 ."AA 0i C04(H, What provision is 

made. to rM.'ct f'nnc-.na c:-dt , N.A.
 
pro ?,. "d.] ;?- bzztV aU , pricec !
 
,.tr a .1:,', U .,'. ',".. . pn L, :-,L! ,,.. C 

http:f'nnc-.na
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52. 	 FAA 9 604(d). If the coop- N.A.
 
erating country discriminates
 
*against U.S. marine inCwr01anc,
 
companies, will loan agrect.!ent
 
require that rarine insurance
 
be placed is: the United States
 
on commodities financed by the
 
loan?
 

53. 	 FAA 9 604(e). If offshore procure
ment of agricultural commodity or N.A. 
product is to be financed, is there 
provision against such procurement 
when the domestic-price of such 
commodity is less than parity? 

54. 	 FAA § 604(-). If loan finances a The loan will not finance a corn
commodity import program, will modity import program. 
arrang7~e7t. be made for s'pplier 
certification to A.I.D. and A.I.D. 
approval of.commodity as eligible 
and suitable? 

55. 	 FAA 9 608(a). Information on N.A. No procurement of property
 
measures to be taken to utilize will be made from loan funds.
 
U.S. Government excess personal
 
property in lieu of the procurement
 
of new items.
 

56. 	 FAA § 6Z1(b); Arv. § 101. If 
loan finances water or water- The loan is not made to financc
related land resource construction water or water-related land re
project or 'rearam, is there a source construction projects ;r 
b-necft-c*3 comrtation made, programs.
 
insofar ,:7 vrf be, in
 
accord ,.... .,e procedi;res
 
set forth i7! t;he !....ora7..d,-of
 
the r .:,:7 dated Zi5, 1962?
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0-?:'5't",o.t-C, ave 
to be finon,?f ., N.A.
 
.)hat prPoVt siin. wii bc made 
th ,,
 
, be lot on a competitive bass
 

to maximuri extent practicable?
 

58. 	 FAA , 612(b): 6i 636(h). Describe The GODR is financing thestcps takn to assure that, to the major 	portion of the cost of
maximum extent possible, the country the program for which this 1o.:;is contributina local currencies to is made; this financing inc'...meet 	 the cost of contractual and the cost of contractual ....

other services, and foreicn currencies other services. No U.S. oi..me'owned by 
the United States are utilized foreign excess currency is av'to meet the cost of contractual and able for these purposes.

other services.
 

59. 	 App. U1l3. Will any of loan funds be used to
 
acquire c,,rr2-'ncy of r ,cip e t country'

from non-U.S. Treasury sources when c.- No.
 
cess currency of that country *is on
 
deposit in U.S. Treasury?
 

60. 	 FAA § 612(d). Does the United No. 
States own excess foreign currency
 
and, if so, what arrangements have been
 
made for its release?
 

6. 	 L"AA 62 0(a). What provision is The loan agreement will not
 
there against use of subject

assistance to 
compensate 
owners
 
for expropriated or nationalized
 
property?
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62. 	 PAA P; 620(p,'). If construction No.
 
of. produ.t. e:nte;;rise, will

a,$wrecztc :':. cf assistance.
 
to be ftiLed bj th. United
 
States c:.7ceed $W00 rillion?
 

63. 	 FAA 9 636(i). Will any loan funds No motor vehicles are to be 
be used to finance purchase, lonC- obtained under this loan. 
term lease, or exchange of motor 
vehicle rian;ufactured ou tside the 
United States, or any guaranty of 
such a transactin? 

64. 	 App. §c 203. Will any loan funds be
 
used to pc!! pensions., etc., for No.

military esonl 

65. 	 Apo. ' 105. If loan is for capital The Loan Agreement will require 
project, is there provision for procu'ement of technical service 
A.I.D. approval of all contractors contractors and contract terms 
and contract terrs? to be 	subject to AID approval.
 

66. 	 Ap0 107. Will any loan funds 
be used to pay U! assessments? No. 

67. 	 A 109. Compliance with 
regulations on eploymrent of U.S. N.A.
 
and local pe,..onnel. (A.I.D.
 
Pe Lauzation 7).
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60. ,aL.6 . Wi any of Zoan No.funds be u'sed to carru out vro
visions of FAA 209('d) and 25Z(h)? 

69. Ann. 1 Z14. Dusciribs how the 
Coreuittee o 411provriatjios of
the Senate and 'ou,.se have been or
will bec n,3i'" icd, con:eernjnc the 
ac t)ity, pr,.Crczr- project,
country, or other operation to be 
financed by the Loan, 

?0. Am,. v 601. WiZl an1 loan funds 
be used for publicity or
propaganda vurposes within the 
United States not authorized by
the Congress? 

?. 1tA 901.b; FAA § 640C. 

(a) C6rmpliance with requirement
that at least 50 per centurm of 
the gross tonn.age of corrmodities 
(computed setaratejy fop dry bziZkcarrier , cat- o rySa -ro liners, and
tankers) financed with fundc made
avaitablc zunder this loan shall be 
transpor ted on privatey owned U.S.

fla ..cor.wergiz vlesoels to the. 
extent that ciCh :esseez Zr
 
available 
 at fair and reasonable 
rates. 

(b) Will arart. be made to loan
rec~pieft ; all or cany orti-: 
of such di.f &ntiaZ as ray exist 

? . .
 

A description of the loan .)o,: 
was included in the PY 19'i Con.
gressional Present,,on. ,
appropriate, furthr Lutiic j' 1 ,,
will be furnishc-d by t'he AID
Legislat:ive Affairs Office. 

No. 

(a) N.A. No commodities will be 
funded by the loan. 

(b)No. 
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,CERTIFICATION PURSUANT TO SECTION 611 (e) OF THE FOREIGN
 
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
sources 
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.
 

DatRobins n 
asion Director
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(unofficial translation)
 

JOAQUIN BALAGUER
 
PRESIDENT OF THE DOMINICAN REPLBLIC
 

Santo Domingo, D.N. 

Hay 24, 1974
 

His Excellency
 
Mr. Robert A. Hurwitch 
Ambassador of the United States
 

of America
 
Calle Dr. Pedro Henriquez Urefia
 
Ciudad.-


His Excellency:
 

The Government which I preside is presently 'developing an Analysis 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 Government 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 Development (A.I.D.), a loan
amounting 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 activities 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
farmers, 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 production 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 semester of this year.
 

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

If the Government 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 assistance to the enumerated
objectives, take steps of great importance in the priority reorientation 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) Establish an efficient purchase, distribution and control
system of agricultural commodities, together with theCentral 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.
 

c) 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, t pecially to
 
the small farmers.
 



UNCLASSIFIED
 
ANNEX B, Page 3 of 63
 
Exhibit 1, Page 3 of 4
 

e) Organize the small and medium farmers in associations to
facilitate credit, commercialization, and technical
 
a.3sistance.
 

The Central Bank would commit itself to:
 

a) Provide the Commercial Bank with facilities and incentives
 
in order to channel a greater quantity of its resources to
agriculture and cattle credit, especially 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.
 

b) Establish the rediscount rates for specific agriculture and

cattle projects at a lower percentage than the present.
 

c) 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) Gradually decrease the 
maximum loans within a period of
three years,' by establishing, on ani annual 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 maximum amounts 
to be lent to individuals
 
will be $10,000 for crops and $20,000 for cattle.
 

b) Orient its financing preferably toward small farmers'
 
associations.
 

p). 3prove its administrative and operational syatem in Qrder,
to timeiy process requests and disbursements and offering
 
a more adequate supervision.
 

d) Train the necessary number of new administrative personnel

agents and supervisors for this program, chosen from the

candidates with the highest academic degree available.
 

e) Include the Secretary of State for Agriculture on 4ts 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 vith the Agency for International
 
Developiaent for the approval of the requested credit, I take this
 
opportunity to present to you the'feelings 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 aasessment 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 sec:tor.assessment has provided confirmation that
 
development prospects in the Dominican agricultural sector have progres
sively and materially improved over the past several years as a result
 
of a series of institutional 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:
 

i. 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 Program's
institutional credit, technical assistauce and other 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 potential.
 

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 financng
has been done on the basis of the continuing sectoral assessment process

and the objectives lis-.ed above.
 

[I. Implementation of the Loan
 

The Program to be carried out in relation to this loan will be
implemented 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 
ELEMENT ACTIVITY 

AMOUNT OF LOAN 
(US $000) 

FUNDS 

(1) Credit (a) Small Farm Credit 
SEA 
Caretaker 

1,500 
1,000 

AgBank 
DDF 

2,500 
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 Education 
 150
 

(b) SEA-Professional Education 
 1,500
 
(4) Feeder Roads 
 SOP - Caminos Vecinales 
 1 000
 

12,000
 

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 accordance with the needs of the Program; 
 (2) the general
relationship between Borrower and AID contributions to the SeparateSpecial Account is maintained; and 
(3) all disbursements under the
Loan are completed within 36 months 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
 

a. 	Direct and indirect operating costs.
 

b. 	Input credits through SEA regional
 
extension stations.
 

c. 	Development of Market Research/Farm
 
Management Division.
 

d. 	Creation of pilot vocational education
 
program.
 

e. 	Development of professional education
 
program.
 

a. 	Direct and indirect operating costs.
 

b. 	Credit personnel training.
 

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

a. 	Direct and indirect operating costs.
 

b. 	Credit for small farmers (group loans
 
of from $1 to $1,000 per farmer
 
benefitted).
 

a. 	Input credits to agricultural cooperative..
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Implementing and Sub-
Implementing Agencies (Cont.) Activity
 

Central Bank a. 
FIDE input, marketing and equipment/
 
machinery credits.
 

b. Guarantee Loan Fund.
 

Secretariat of Public Workds (SOP)a. Construction of feeder and access
 
(Feeder Roads Division) roads through Caminos Vecinales.
 



I. SECRET AT OF AGRICULTURE (SEA) 

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

CY 1974 
 CY 1975
GOOR DR Pesos CY 1976
US$ 
 DR Pesos - CY 1977
us$ 
 DR Pesos TOTALDR Pesos 
.................. 
USS US$ DR Pesos
195 3,690A US$
AID.................. 1,215
15 1,190
100 725 1,090
85 725


Total.......................210 500 
 200 1,950
1,315 
 725 1,275 725 
 1,090 
 00 3,890 1,950
 

b) -Activitv Targets - The Program calls for the expenditure of DR Pesos and U.S. dollar funds in the approximate amounts shown:
 
CY 1974 
 CY 1975 


DR Pesos CY 1976

Operating Costs US$ DR Pesos CY 1977
US$ TOTAL
80 DR Pesos 
 US$
500 DR Pesos 
 US$
500 DR Pesos US$
500 
 1,580
 
Input credits through
SEA Local and Reg.
Extension Stations 
 30 
 200 


Dev. of Market Research/ 
170 

400
 
Information Division 
 50 
 0
300 
 150 


150
Creation of a Pilo t95 
300 

300 

950 
 300


Vocational Educ. Prog. 
 50 
 235 30
75 
 225 
 75

Dev. of Professional 210 

1 72072 150
150

Education Piogram 


80. 500 
 80 500
210 8
1,315 725 500 240 1,500
1,275 7 
 1,090 500 
 3,890 1,950 ( 

r', -n 

CD 
flo 
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SEA Direct and Indirect Operating Costs
 

The funds shown for this activity are to 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 regional 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 INanagement Division
 

The purpose of this activity is to improve the efficiency of the
 
marketing system by establishing within S A 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, 1975. The unit must be staffed regionally with
 
22 professionals with agricultural degrees by 1975. Technical Assistance
 
consisting of approximately 11 man years of specialized technician 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, 197S,

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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Finaning for the pilot project is estimated as follows:
 

(In Thousands)
 

1974 1975 1976 1977 Total 
RD$ USS RD$ US$ RD USS 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 Is 20 15 10 30 30 

0peratiOg Costs 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 manpowerrequlrements. 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 inadministration
 
and curriculum development to be provided through a U.S. university,

such technical assistance arrangements to be concluded in a manner
 
satisfactory to AID by January 31, 1975. Graduate level training will 
be initiated in June of 1975. 



II. AGRICULTURAL BANK (AgBank) 

( in thousands )
 

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

CY 1974 
 CY 1975 
 CY 1976
DR Pesos CY 1977
US$ DR Pesos US$ TOTAL
DR Pesos
GODR................... US$ DR Pesos US$
500 DR Pesos US$
2.820 
 2,630 
 2,410 
 8,360
AID ................... 
 280 
 1,640 
 1,650 
 1,430 
 5,000
Total .................. 
 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 approximate amounts shown:
CY 1974 
 CY 1975 
 CY 1976
DR Pesos CY 1977
US$ DR Pesoc- US$ TOTAL
Operating Costs DR Pesos US$
160 DR Pesos Us$
980 DR Pesos US$
980 
 980 
 3,100
 
Credit Personnel
 
Training 
 60 
 200 


260
 
Credit for Small
 
rarrrs Through:

SEA Supervised 
 190 
 950 
 970 890 3,000Credit
 
Accounts 
 60 
 660 

A-elank Reg. Portfolio 310 

660 620 2,000
1.670 X M
1,670 
 1,350
780 5.0004,460 
 4,280 
 3,840 13,360 -


0 
0 
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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 additional 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:
 

(InThousands)
 

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 leter than 30 days after the date of the execution of the Loan
Agreement, SEA in consultation with the AgBank and DD 
will develon
 
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. DOMINI N DEVELOPMNT FOUNDATION (DDF) ( in thousanis )a) Fincial Target - To make available for expenditure by the implementing agency in 1974, 1975, 1976, and 1977 the following
airounts 
to be financed as follows:
 

CY 1974 
 CY 1975

DR Pesos US$ CY 197F


DR Pesos US$ CY 1977 TOTAL
DR Pesos 
 US$
0DR ..................... 30 DR Pesos US$
330 DR Pesos
330 US$
310 1,000

AID ................ 
 30 
 330 
 330 
 310
Total 1,000
................ 
 60 
 660 
 660 
 620 
 2,000
 

b) Activity 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

Credit for SllUS$
Farvers DR Pesos US
60 DR P sos US$
660 660 

DR Pesos US$ DR Pesos US$
620 
 2,000
 

- m 

o0CD
 

0 
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DDF qredit 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 loans 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
DR Pesos US$ TOTAL
DR Pesos US$ 
 DR Pesos US$ 
 DR Pesos
GODR ................. 20 US$ DR Pesos US$
260 
 270 
 250 
 800
 
AID ................... 
 20 
 250 
 270 
 250 
 800
 
Total ................ 
 40 
 520 
 540 
 500 
 1 :9' 

b) Activity Targets - The Progr9m 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
DR Pesos US$ TOTAL
DR Pesos US$ 
 DR Pesos 
 us$ DR Pesos 
 US$ DR Pesos US$
Input Credits to
Agr. Cooperatives 40 
 520 
 540 
 500 
 1,600
 

co 
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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 .n 
k.nd, monetarily deflominated, for the establishment of input
stocks and systems for sale through approximately 20 cooperatives to
members and non-members. IDECOOP, in consultation with SEAwill furnish
criteria for the sale or loan of inputs to farmers, such criteria to
establish norms 
and procedutres to ensure availability of inputs to the
 
target group.
 



V. 	 CENAL BANK 
( in thousands )a) Financia Ta-_T_ret - To make available for expenditure by the implementing agency in 1974, 1975, 1976, and 197i the following
amounts to be financed as follows:
 

CY 1974 
 CY 1975
DR Pesos 	 CY 1976
US$
GODP................. 	 DR Pesos 
 US$ 	 CY 1977
60 	 DR Pesos US$ TOTAL
1,680 	 DR Pesos 
 US$
2,690 	 DR Pesos 
 US$
AID................... 	 2,620 
 7,050
60 680 

690 
 620 
 2,050 

Tot................... 
 120 
 2,360 
 ,380 
 3,240
b) ,ctiviyTargets 	 9,-0

- The Program calls for the expenditure of DR Pesos and U.S. dollar funds in the approximate amounts shown:
 

CY 1974 
 CY 1975
FiDE-Input,CY 	 CY 1976 
 CY 1977

:%2chinery DR Pesos uS$ 	 97CY TOTALard DR Pesos US$ 	 1 7DR Pesos
::arketing Credit 	 US$ DR Pesos
120 	 DR Pesos
1,360 	

US$ D e o '-- US$S1,380

Guarantee Loan Fund 	

1,240 
 4,100
1000 


120 	 1,00
 
2,360 


3,380 2100 	 I00
 
3,240 


9,100
 

Xuu 
Ox >
 

0. C 2 

m r,1 
C'D 

0-9, 

co 
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I Input, Marketing and uipment/chiner Credits 
The funds provided for this activity will be used by FIDE to make
 

loans through commercial banks and financieras to small and medium private
 
sector marketing entcrprises including merchants, processors, and whole
salers to help the marketing system reduce uncertainties for producers
 
and wholesalers 
as well as

and lower price margins. 

to stimulate healthy competition, higher volumes
The funds will be used to maximum extent for

storage, refrigeration and handling facilities and to expand or create
new facilities where economically feasible.
 

SEA will establish a committee including representatives of SEA and
 
the Central Bank which will develop detailed criteria for the use of

marketing and machinery credits of the Program, including term of loans,
 
interest rates, and eligible enterprises as appropriate. 
These criteria
 
$50.600 

will include orovision for an upper lending limit of approximately

nclude provision of up to 50Z of the Program funds for this activity to
 

to any single enterprise directly or indirectly, and shall
be lent as 

thi, 

working capital to eligible -scipients.
c mitteeL and The conclusions oi;elated documents,between.SEA e.g.,.qemorandaand Central Bank, of understandingVill be embodiedbe submitted to AID for consideration in a report which is tonot later than October 1, 1974.
 



VI. SECR&y'r!AT OF PURLIC WC:,KS (SOP)

Fin-ii
a) al Target ( in thousands )- To make available for expenditure by the implementing 
agency in 1974, 1975, 1976, and 1977 the following
 

The Program calls for the expenditure of DR Pesos and U.S. dollar funds in the approximate amounts show:
 

GOR.DR
AIDR................... 

a.................. 

amounts to be financed as follows: 

CY 19741975
Pso US$ DR Pesos30 

330 

30 
330 

US$ DR CY 1976330 1976USLeso 

330 

C 1977TOA 
US$ DR Peso0 US$ 

6 1,000 

6600 
1................. 

b) A-!iy-Tarets_ 
-

620 2,000 " 

CY 1974

DR Pesos 
 US$ 


CY 1975 or
DR PesoseusofDR 
Pesos Q 1976US$ 
 DR Pesos
'"'-ration7 t:- d _.r Rd-.DR US 

DR Peso
CY 
s 

1977 
us $ TOTAL
and 


es - -U$
- p-. Caninos 

60 
 660 
 660 
 620 
 2,000
 

-r r-


CMM 
• -n
to 
M N 

C
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Development of Feeder and Access Roids (through Caminos Vecinales)
 

The objective of this activity is to support the infrastructure
 
requirements of the program by constructing or improving approximately
 
137 i:ms. of secondary and penetration rodds 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 rqads in 1975 and 1976, respectively, and 26 kilo
meters of penetration and 15 kilometers of secondary roads in 1977. 

For the total 137 k-as. 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 Borrowez, 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 program
 
activities will be contributed by the Borrower from sources outside
 
the program.
 



TABLE I 

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

at Constant 1962 Prices
 

Total GLP 

Agriculture 

Mining 

Manufactory 

Commerce 

Transport & Comm. 

Other 

1963 

6.5 

1.6 

-0.9 

7.6 

5.3 

14.6 

12.7 

1964 

6.7 

4.7 

12.9 

-7.0 

6.7 

18.1 

11.3 

1965 

-12.4 

-7.2 

-0.8 

-21.0 

-24.4 

-15.4 

7.9 

1966 

13.4 

7.2 

1.6 

28.5 

26.5 

15.5 

6.4 

1967 

3.4 

-0.3 

30.2 

10.2 

2.1 

2.2 

3.2 

1968 

0.5 

0.8 

-0.5 

-9.7 

0.2 

6.0 

4.1 

1969 

12.2 

11.3 

14.9 

24.1 

13.2 

6.9 

8.6 

1970 

10.2 

6.2 

6.5 

18.0 

13.2 

17.5 

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 

11.2 

Avorage
67-72 

8.2 

4.8 

44.4 

11.7 

9.1 

8.0 

7.2 

Source: Central Bank 

Is.P Ii ., 
4 

oE 

0 



TABLE II
 

Gross Agricultural and Livestock Production
 
at Constant 1962 Prices 

1971 
Weight 1963-64 1965-66 

Percentage Annual Change 
1967-68 1969-72 1969 1970 1971 1972 

Total agriculture 
Main export crops 

Sugarcane 
Tobacco 
Coffee 
Cacao 

Cereals 

100.0 
41.8 
(26.1) 
(3.8) 
(7.9) 
(4.0) 
16.1 

2.3 
3.6 

(-1.7) 
(7.4) 
(7.3) 

(11.4) 
11.5 

-1.2 
-7.6 
(-4.6) 

(-11.9) 
(-8.0) 

(-13.8) 
10.9 

-1.4 
-5.4 
(-6.5) 
(-9.6) 
(-1.3) 
(-1.0) 
1.0 

8.3 
12.9 
(18.2) 
(11.4) 
(3.7) 

(10.4) 
4.5 

15.1 
30.0 
(46.3) 
(28.8) 
(12.3) 
(-4.9) 
7.3 

6.7 
5.9 
(4.0) 
(5.9) 

(-2.7) 
(39.7) 
7.4 

6.7 
9.1 

(15.3) 
(2.2) 
(6.7) 

(-12.0), 
1.8 

3.9 
3.6 
(1.0) 
(8.7) 
(2.6) 

(18.8) 
1.6 

Rootcrops and 
tubers 

Other 
10.6 
31.5 

3.9 
-1.7 

2.0 
3.5 

-
2.1 

5.5 
6.1 

6.4 
6.4 

3.9 
8.2 

5.0 
5.5 

6.7 
4.5 

Total livestock 
Cattle 

100.0 
20.8 

5.2 
4.6 

3.2 
1.6 

3.5 
7.3 

5.0 
8.9 

4.1 
6.0 

4.8 
0.6 

5.4 
12.6 

5.7 
16.2 

Eggs and fowl 
Other 

40.3 
38.9 

6.0 
4.8 

4.3 
2.8 

2.0 
3.4 

4.9 
3.4 

4.5 
2.9 

7.5 
4.0 

3.7 
3.8 

3.9 
2.6 

Sources: IMF Reports 

Crl 

w "1 

0 

0 
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TABLE III
 

Balance of Payments of the Dominican Republic
 

Items 


Exports (FOB) 


Imports (FOB) 


Trade Balance 


Net Services 


Net Transfers 


Current Balance 


Official Capital (Net) 


Private Capital (Net) 


Balance on Capital Acct. 


Balancing factors:
 

SDR's 


Errors, ommission & other 


TOTAL 

Net Change in Reserves 

- increase) 

1971 - 1974
 
(RD$ millions)
 

197 1 1 
 1972-2 / 1973.2/ 19743/ 

243.0 347.6 442.1 561.4a )
 

311.1 337.7 421.9 .0b)
563


- 68.1 + 9.9 
 + 20.2 - 1.6
 

- 75.4 - 84.7 -148.6 -157.0c )
 

+ 22.4 + 30.6 + 30.5 + 30.0c)
 

-121.1 
 - 44.2 - 97.9 -128.6
 

14.9 12.4 14.0 42.0d )
 

109.1 99.2 73.1 
 70 .0c)
 

+124.0 +111.6 + 87.1 
 +112.0
 

4.6 4.6  -

- 8.2 - 60.3 + 15.7 

+120.4 + 55.9 
 +102.8 112.0
 

+ 0.7 - 11.7 - 4.9* + 16.6 

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


*According to the Central Bank official net foreign exchange reserves 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 SDR units)
 

End of Period 
 Undsbursed
1966 1967
Total (by source) 1968 1969 1970 1971
87.6 141.0 176.1 213.1 1972 12/31/72
U.S. Government 261.7
73.M5 122.9 1536 53.8
179 
 " 5 188.2 200.3 
 24.1
 
AID supporting 
 (12.6) ( 16.4) 
 ( 26.1) ( 31.2)
assistance ( 38.8) ( 43.3) ( 51.0)
(44.5) ( 76.9) ( 83.5) C7.0)
AID project loans ( 4.3) 

( 84.6) ( 91.1) ( 87.1) ( 85.7)( 14.0) ( 24.5) -__)Export-Import Bank ( 40.3) ( 45.7) 
 ( 37.4)
(12.1) (15.6) (19.5) (23.8) 
( 43.1) (17.1)
IDB (25.9) (20.4)
6.2 (20.5)
9.6 13.4 24.5 --__)
I]RD 33.1 38.5 42.0
--- 20.1

10.6 
 23.0
IDA-- 23.0 
 -

Suppliers' credits and 
 --- --- 034.0.3
bank loans 4.4

7.9 

-

8.4
France 9.2 8.7 16.5
(0.4) ( 0.2) 15.0 25.6
(0.1) C ---) 5.2
Spain ( ___) C _
(2.5) ( 3.7) ( 5.0) 
(__) C---)( 4.0) ( 3.4)United Kingdom 3.?) ( 4.7) ( 3.2)( 3.6) (3.6) (5.2)
United States (3.6) (2.7) (4.1)
( 1.3) C 0.9) (6.0)
C 0.5) ( 1.1) 
 (10.4) ( 6.2) 
 (16.4) 
 (---)
Total (by borrower) 
 87.6 141.0 176.1 213.1
C.~ntra"TGovernment 261.7 264.7 291.2 
 53.8
Ditloanse 
 67.5 110.3 
 134.2 148.9 167.5 160.8 7. 57i.3.8
Direct loans 170.9 13.3
C63.7) (102.8) (122.9) (131.4)
Two-step loansC/ (148.4) (141.7)
Other genoral government 3.8) ( 7.5) (11.3) (17.5) (151.0) (13.3)
1.4 2.3 2.6 (19.1) (19.1) (19.9)
Public enterprises 3.7 4.1 -)
11.0 3.7 4.4
15.0 20.0 39.9 54.1 2.2
52.5 64.2
Puhlic financial . 17.2
intermediaries n

7.7 13.4 20.619.3 
 22.2 
 25.6
Private sector (with 
21.6 15,9 JMJ.
government guarantee) 


13.9 
 26.1 26.1 
 5.2 
 -
Source: International Monetary Fund 
 A
 
trial Development Corporation, and the Dominican Finance Corporation repayable to the Dominican Cevern-


I/ Comprises four loans from U.S. AID to the Agricultural Bank, the National Housing Bank, the Indusnent 
for further utilization of the funds, and ultimately repayable by the Covernment to U.S. AID at low
.


r interest and on longer terms than those granted to the original user.
 

0J 

4 
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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 - _
 
1976 19.1 12.9 6.2 - _
 
1977 20.4 13.9 6.5 - _
 

Sources: International Monetary Fund
 



TABLE VI
 

Factors Influencing Expansion and Contraction of the Money Supply*
 

1968 - 1973
 

(RD$ millions)
 

1968 1969 
 1970 1971 
 1972 1973
 
A. Expansion Factors - Total 
 374.4 427.8 466.0 
 556.4 651.6 
 803.7
 

International Assetsj / 

53.'3 58.9 
 56.1 84.2
Seignorage Value 82.2 103.5
3.6 3.8 3.8
Banking Loans 4.0 4.3 4.6
145.3 177.6 211.3 
 256.6 317.0
Investment in Stocks 430.1


172.2 182.5 194.8 
 211.6 248.1 
 265.5
 
B. Contraction Factors 
- Total 211.3 245.8 
 259.6 330.3 
 384.9 489.2
 

Time & Savings Deposits 72.2 

Other2/ 

93.7 118.1 144.9 188.2 244.8
139.1 152.1 
 141.5 185.4 
 196.7 244.0
 
C. Total Money Supply (A-B) 163.1 177.0 
 206.4 226.1 
 266.7 314.5
 

*Including Official Deposits
 

1/ Include international assets of Central Bank, Commercial Banks and Value of money coining. P.
2/ Include changes in capital, banking reserves etc. 
 En
 
r 

0rDSource: Central Bank Bulletin 
 O
 

0oM0
o'
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TABLE VII 

Total Public Sector Agricultural Expenditures 

As Compared to Total Public Sector Expenditures!/ 

1968 

1969 

1970 

1971 

1972 

1973 

Total 2/ 
Public Sector 
Expenditures 

(W) 

246.9 

283.1 

316.7 

363.1 

422.7 

486.1 

Total 3/ 
Agricultur-al 
Expenditures 

(2) 

31.8 

38.7 

35.4 

41.7 

49.0 

63.3 

Agriculture 

(3) 

27.9 

27.6 

24.9 

28.2 

31.2 

48.1 

Irrigation 

(4) 

3.9 

11.1 

10.5 

13.5 

17.8 

15.2 

Agriculture 
Expenditures 
As % of Total 

(5 2) 
1 

12.9 

13.7 

11.2 

11.5 

11.6 

13.0 

1/ From all resources (domestic and foreign).
2/ Data obtained from AID Form 10-74. 
No actual available 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 breakdown classification for years 1968-1972 are actuals. 
 Total
for 1973 	ison preliminary actual expenditure.
 

Source: 	 1968-1972 National Budget Office and AID Form 10-74

1973 Preliminary actuals - ONAPRES
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TABLE VIII
 

Total Agricultural Financing!'
 
(RD$ millions)
 

1968 1969 1970 1971 1972 1973 

Total Agriculture Financing / 31.8 38.7 35.4 41.7 49.0 63.3 

1. Sec. of Agriculture 9.9 11.9 12.1 11.6 12.3 23.6 

2. Other Central Government 11.6 15.6 15.5 18.2 17.5 16.0 

3. Decentralized Agencies 10.3 11.2 7.8 11.9 19.2 23.7 

a) lAD (0.8) (1.6) (1.5) (1.2) (2.8) (3.7) 

b) IDECOOP (1.1) (0.4) (0.4) (0.2) (0.2) (1.4) 

c) Tobacco Institute (0.1) (0.1) (0.1) (0.1) (0.1) (0.1) 

d) Valdesia Corp. ( - ) (0.5) (0.6) (0.8) (4.2) (4.6) 

e) INDRHI (0.3) (0.2) (0.5) (0.7) (4.0) (2.3) 

f) Inazucar (0.1) (0.1) (0.1) (0.1) (0.1) (0.1) 

g) Banco Agr'cola (74'9) (8.3) (4.6) (7.1) (6.0) (6.9) 

h) INESPRE (-) (-) (-) (1.8) (1.8) (4.6) 

1/ From domestic and foreign resources.
 
2/ Data through 1972 are actuals. Data for 1973 are preliminary actuals.
 

The irrigation component does not match with the breakdown used in
 
Table VTI,since different sources were used.
 

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

Current and Capital Breakdown of the
 

Public Sector Agricultural Expenditures*
 
(RD$ millions)
 

Total 
Agricultural Expenditures Current Capital 

1968 31.8 N/A N/A 

1969 38.7 N/A N/A 

1970 35.4 18.9 16.5 

1971 41.7 26.3 15.4 

1972 
 49.0 
 25.8 .23.2
 

1973 N/A N/A
63.3 


* No breakdown 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 obtained from ONAPRES.
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TABLE X
 

Total Agriculture Sector Financing by Source!'
 

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 

I/ 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
 



TABLE XI 
TABLEXI 
 UNCLASSIFIEDFunctional Classification of
 

Central Govt. penditures A=;EX B, Page 33 of 63
 
from Do.estic Resources Exhibit 3, Page 11 of 12
 

(RD$ millions)
 

1966 
 1967 
 1968 
 1969 
 1970 
 1971 
 1972 
 1973
Budgot Actual Budet Actual Budget Actual
__udet 
 Aca Budget Actual 
 Budget Actual B__ Actual___dget :ta-
Social Sco-I , 
 66.1 57.4 
 55.2 59.0 
 61.2 61.3 70.1 
 70.7 76.7 85.8 
 96.0 97.8 1C6.4 109.0 131.3
1. Education NA37.1 28.0 29.2 
 29.3 31.3 29.9 
 35.3 35.4 41.5
2. Health 40.8 46.0 43.4
26.0 27.7 53.6 46.2 59.7
23.1 22.2 23.1 
3. Housir., 22.0 26.2 25.4 26.5 28.9 33.3
- 0.6 32.2 38.2 33.4
1.2 4.7 2.5 4.4 59.3 4. 4.7 5.0 3.3 
 9.1
3.0 1.1 4.1 13.0 6.01.7 2.8 4.3 13.1 6.8 5.5 3.9 
 4.9 5.4 7.0 
 12.6 9.2 8.6
Ecn(omic :'!r ices 16.3 5.5 58.3 38.4 34.6 
 37.6 33.5 49.9 
 62.6 63.0 48.9 
 71.2 55.1 
 96.2 68.3 113.1 69.4
1. Agricu -. NA
19.7 11.4 10.9 
 10.0 13.1 13.6
2. Irrig: 12.5 15.1 12.3
NA NA 12.7 12.5 13.1
NA 16.9
3. Indust:- 2.6 NA 3.1 9.4 9.2 1.3 25.5 25.5
' Ccmerce 2.0 4.8 8.7 9.6
1.7 12.2
0.8 0.9 10.7 12.1
4. Transp:-r. zion & Cou. 1.6 0.8 1.1 1.0 1.2 1.8 7.3 30.1 19.3 20.5 20.4 1.5 1.8 4.116.7 26.3 31.3 2.6 2.8 5. Urbani Public Bldgs. NA 31.8 27.1 40.9 25.7
NA NA NA NA 3.6 57.5 29.5 48.6 26.8 6. Other 4.4 4.3 3.4
6.5 6.0 4.9 2.4 8.1
2.4 3.7 2.1 5.1 30.7 5.2
2.5 3.9 1.6 0.1 2.2 
 3.4 3.5 2.0
Ceneral . es 4.8 1.3 111.3 84.9 88.4 
 80.7 82.1 
 85.6 84.0 
 91.7 88.6 95.4 90.9 98.1 100.9 205.8 102.0
1. Gener-. A .in. 16.6 17.7 

NA 
14.1 14.2
2. Defens, 

25.0 
17.0 16.5 20.4 19.5 22.9 19.9
35.0 32.6 29.6 30.8 23.8 22.1 29.1
29.0 23.0
3. Jusic:; Police 35.0 29.1 29.8 29.4 30.8 18.0 17.2 17.3 30.0 31.2 29.2
4. 16.5 16.7 17.6 32.5 30.2 -Public ;
ther 17.3 17.6
5.5 17.8 17.0 19.4
6.3 6.2 6.5 17.7 19.9 18.6
5. Other 8.8 6.5 7.9 10.7 9.0 11.8 18.5 

20.3 27.8 12.2 17.6 12.3 14.5 12.012.8 13.4 14.0 13.2 13.2 14.3 12.9 12.9 3.1 
 13.1 15.2 12.6 
 14.2 -
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: 196-1974 Ejecuciones del Presupuesto, and Presupuestos y Ley de Gastos P,"blicos, 
ONAPRES
 



TABLE XII
 

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

Total Agricultural Creditj / 
 Origin of Agricultural Credit
Banking 
 As % of Total Commercl 
 Agricultura
Credit 
 Total Banking Credit 
 Bankiug-_ 
 Bank
 
1968 
 203.5 67.4 
 33.1 
 10.7
1969 56.7
240.4 67.6 
 28.1 
 9.8
1970 57.8
278.9 72.5 
 26.0 
 11.3
1971 61.2
327.5 74.3 
 22.7 
 11.6
1972 62.7
350.6 72.7 
 20.7 
 14.0
1973 58.7
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 

"
 

N~0I-N 
0 
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EVALUATION INDICATORS 1/ 

a. 	Small Farm Credit Element
 

(1) Number of recipients benefiting from AgBank/SEA loans in
 
the category of RD$1-500 loans changes from 60% of total loans in
 
1973 to 62Z in 1975, 65% in 1976 and 68% in 1977.
 

(2) Number of recipients benefiting from AgBank/SEA loans in
 
the category of RD$501-1000 loans changes from 15.5% 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
 
individuals in the range of RD$1-500 changes from 13% of total loan
 

amount in 1973 to 18.4% 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 in 1973 to 15% in 1975, 16.5% in 1976 and 18% in 1977.
 

(5) In base year 1973 AgBank/SEA closed 39,746 loan trans
actions beitefiting 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 frcm
 
application to first disbursal not exceeding 15 days beginning 1976.
 

(7) AgBank/SEA AID-supported portfolio:
 

0-60 days overdue not exceeding 15%
 
61-180 days overdue not exceeding 10%
 
over 180 days overdue not exceeding 5Z
 

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

75% operate 80 tareas or less
 
15% operate 81-250 tareas
 
lO operate 251-500 tareas
 

60% (by amount) operate 80 tareas or less
30Z (by amount) operate 81-250 tareas

10Z (by amount) operate 251-500 tareas
 

Note: 
 One acre 
equals 6.5 tareas.
 
One hectare equals 15.9 tareas.

Land area measurement kept by AgBank/SEA will
 

be in tareas.
 

(9) Annual turnover of professional AgBank staff does not
exceed IOZ.
 
(10) 
AgBank operating expenses can be met from operating
 

income beginning 1975.
 

(11) 
One field credit agent per 200 borrowers by 1976.
 
(12) 
 Each borrower visited 3 times (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 approximately 6,000 farmers. 
As a result of the loan Program funds, rollovers
and multiple cropping within the calendar year, it is anticip:r ed that
the number of farmers benefiting from DDF lending should reach 8,500
in 1975, 10,000 in 1976 and 12,000 in 1977.
 

(15) DDF's AID-supported portfolio:
 

0-60 days overdue not exceeding 5%
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:
 

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

60% (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 10%.
 

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

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

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

b. Input CreditElement
 

(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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c. Market Research/Form 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 personnel by 1978.
 

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

(5) First micro-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 mLrketing related information being

broadcast to farmers beginning in 1975.
 

(8) SEA marketing unit has established close working relationship 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 AID 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.,
(agriculture) degree at 
B.S.
 

the end of academic year 1977/78.
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e. 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 3%.
 

(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 Sector Loan Program 

No. Name of Road 
Number of 
Kilometers Principal Crop 

Type of 
Terrain i/ 

1 Mencia - La Altagracia 7 Coffee M 
2 Aguas Negrae. Las Mercedes 13 " M 
3 El Manguito - Avila - Aguas 

Negras 10 " M 
4 Paso del Jobo - Firme del 

Manaclal 5 " M 
5 Cruce de Gale6n - Matadero 8 " R 
6 Ci6rziga - Manaclal - Los 

Anones 5 " M 
7 Descubietta - Guayabal -

Los Bolos 20 Fruit M 
8 Polo - la Lanza -

Los Lir~os 10 Coffee M 
9 Las Aullamnas - Los Charquitos 5 Fruit M 
10 Polo - Monteada Nueva 3 Coffee M 
11 Plat6n - Lanza Arriba 4 Coffee, Fruit M 
12 Barrio Nuevo - La V'1vora 12 Fruit M 
13 R'o Caiio - Santa Elena 14 Coffee M 
14 La Guzara - Santa Elena 9 " M 
15 El Port6n - El Llano -

Palo Seco 5 Fruit M 
16 Ellas Pifias - El Pino -

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

De Leon 2 Sugar R 
20 Cawbita - Garabito - El 

Majaguai - Manomatuey 8 Fruit M 
21 Cambita - Arroyo Maria 5 Coffee ,4 
22 La Toma de Cambita - Eli 

Deboronao 10 M 

l/ M = Mountainous 
R - Roiling 
L = Le el 
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No. Name of Road Number ofKilometers Principal Crop Type of
Telrain 

23 

24 
25 
26 

27
28 
29 

30 

Hato Damas - Lim6n Dulce 
Hato Damas - DasaBorb6n - Naranjo Dulce 
Santa Maria - Mata Palomo 

Maluco - Los PomosLos Pomos - Cabeza de Toro 
La Gina - El Cuanse 
Esperalvillo - Dionisio -

3 

2
6 
7 

610 
5 

Coffee 

" 
Coffee, Fruit 

t " 

of 
" 

Rice, Cattle, Fruit 

M 

M
R 
R 

LR 
L 

31 

32 

33 

34 

35 

36 

La Guazuma 
Recta Serrall~s - Mata de

Platano 
Gina al Rfo Higuero 
Yayal - La Catalina - Los

Guayabitos - Higuerito 
Ojo de Agua - La Jaguita -

Los Pinitos 
La Vereda - La Capilla 
La Capilla - Pozo Hondo -

4, 

5 
3 

12 

9 
8 

,, 

" " 
Sugar, Cattle 

Rice, Fruit, Cattle 

to " 
" " " 

R 
L 

R 

R 
R 

37 
Los Cacaos 

Rio San Juan - Pozo Prieto 
6 

10 
" 

Cattle 
" " R 

R 

Total 284 
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RURAL FEEDER( 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 socologicai)._/ and further defining "thelevel at which these potential bottlenecks exist: national, regionalor local". (2) What is the nature of the changes induced by a feederroad? How do these changes lead to an increase in production? 

The first issue has been covered in the CAP quite extensively. Itshould be noted, however, that feeder roads, and the developmentalbenefits steming from these roads do not take into account the increased savins of present roaid users. What little vehicular troff'%:exists on the present trails is assumed to be negligible or meas;ured
with respect to present animal traffic. 
 Mixing of the two net benefit
streams (i.e., user savings, however 
is 

little, and development benefit:;)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 than2 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 activityof 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 andfiled to later appraise the agri-sector programs. It is also worthmentioning thal: during the analysis and evaluation periods ctteuindustries and certain support activities could be included, toascertain the secondary benefits which were too small to measure in the"without project" case at the analysis stage. 

I/ Apraisa',:th ,, fa Feeder Roa Proiec s

March 19, 
 1970, Arturo Israel, IB, D, 'TP 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. 1;'hile cognizant of the 
conservative results, the activities were felt to be representative
 
of the characteristics, the region and development based upon 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, and transport supply con
ditions both in truck and animal transport.-


The premise for this transport model is based largely upon a subregional 
test representing the "without project" situation compared to the "with 
project". As mentioned 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/ wiil 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
 
prese '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. 

3/ It is interesting to note that the choice of transport mode is 
always present.
 



UNCLASSIFI ED 
ANNEX B , Page 44 of 63 
Exhibit 5, (b), Page 3 of 7 

Present traffic patterns in the penetration oreas will bc measured,
largely by estimating animal power or head loads. 

It is considered important on the other hand, that the road provideadditional choices theto farmer not only in the transport mode forhis marketable surplus (e.g., animal or truck) but also a arraynewof crops, possibly including perishables, and processiblc items.
inclusion of perishable crops implies that a derived demand may 

The 

exists because of the new road network. 

Inasmuch as the road makes the area accessible to a large market, italso triggers an additional denuind for hired labor to tend extendedfarmlands. Credit is introduced which exposes the small farmers tothe program services included in the "with road" test. Accordingly,
the extension services will transfer knowledge and techniques to thesnall farmer especially with regard to use and advantages of fertil izer, 
pesticides and insecticides.
 

Table I, attached, illustrates the basic assu iptions utilized in Lhu
Linear Prograrmning Model. 

Equating the activities with the natural constraints to resources
produces a maximization of the value added to the region. The netvalue 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 netbenefit 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 allocation 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
rural farms, and transport mode, and marketing components. Therefore,
the net value added represens a discrcte naxi.ization which is cOilverted into annual benefit resulting from the government 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 construc

tion, gestation period, etc., be considered in the annual bencf t: 

stream if the two equivalent uniform annuil values are to be co'npara
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 more 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 the farm labor force. As 
unskilled labor 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 structure 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 inve':tment. 
In the general model, the trucking function requires one skilled
 

laborer (the driver) with two unskilled cargo loaders. Once the 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 increased value added corresponds 
to each component in the investment package, it should be learly 
understood that all the components contribute together. It follows,
 

logically, that extension services and technological bLtterment 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 the 
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 return (i.e., an ii.l -hour s and ianhours); the mar ket price; the number of loads required to haulseasonal production; theits worth in the market (as compared togate price); and, the farmthe man-hours required to achieve that produ-tion.The small farmer is represented through consumption andconstraints nutritionalwhich must be to
plot (or garden) 

met feed the farm family. Tha insuranceis identified as agri-subsistence; crTo illustrate, in the basic farm.Table I under the heading "Agrilevel Sub", the subsistenceactivity suggests (reading down the column)hours of unskilled ],bor and 15 
that with 910 man

hours of sk:Illed laborof farm, on 1 hct ,replus 108 animal-hours produces 3,600using kgs. of vegetables,165 kgs. of insecticides 
value added 

and $8.85 of credit/ha, resulting into the region which arequired $10 of production inputs for

each hectare. 

Completion of the run yields a maximum value addedfamily. for one smallAggregating the subregion then results in the regional value.
Subsequently, the value is then placed within the time frameproject development. ofMore spec'fica.ly, the net maximum valueplaced at the discrete point in time. when 
is
 

realized.4/Simple discounting 
full development will be.
techniques arc
benefit then applied to develop astream which best approximates the likely events and project

objectives.
 

If in the agri-sector scheme of ten years were determined to be the
most likely timing fillof development, a linearbe assnmed (exponential growth pattern couldgrbwth could also be used), which wouldapproximate bestthe rate of growth from year one to full development. 
Then, given a discrete level of net benefits atnone at year one, year ten and presumablythe linear -'elatitnshipsare tabulated (showngraphically below) and netted against the initial project expenditures
and annual operating or maintenance costs. 

4/ Project objectives should be designated such that a 65% achlievement goal could be attained within the road's economic life. 

http:spec'fica.ly
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In essence the discounted cash flow would appear as the following:
 

n
 

Benefits ,e1J .o
 

-Time (Years) 

Costs s (A) Annual Costs 

v Initial Costs 

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

ZBenefit Stream (PW) G(l+i) - (n+l) G + A (l+i)tnl 1
i i(.+i) n i(l+i)t-n (i)n 
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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 km. $ 
600
 

Unskilled Wor 
-°s 100 $ 2.00 x " 3,000 

Cement Masons and
 
Carpenters 4 $ 4.0P x " " 
 240
 

Drivers 7 6..UO
$ 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 3,296 rural workers and a total of $423,776 in increased 
income ($5,168 x 82 kilometers).
 

Assumpt ions:
 

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

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

3) An average of two months cmployment (50 work-da,,;) at an r: 
daily wage of $2.57 (totaL labor cost divided by 134 workers, divided by .15 
days, the average length of time requircd to conscruct one ':i-,~er).T-, 
the average incremental earnings per worker per year 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 Boss 1 P 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 Assistants 
 5 $ 3.50 x 450 

Cement Masons and 
Carpenters 
 34 $ 4.00 x 
 3,400
 

Drivers 4 $ 4.00 x 400 

Tl~chnical Supervisor
 
(.,300 per month) 1 $12.00 x 300 
Total per Kilometer 65 $6,450

65 workers x 55 kilometers x 25 working days/km. 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 (6,450 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 employment, 50 uork days per worker at an 
average daily wage of $3.96 (total labor cost divided by 65 workers divided
by 25 days, the ltngth of t.iwe reouired to construct one kiloteter). Thus,the average incre,.iontal earuing,; per wocker per year becomes $198.46. 
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Cooperative (1) 

Name: Caficultores de Bant 

Location: Ban5 

Mcmbers: 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
 

Members: 800
 

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 

Menbers: 
 400
 

Administration: Average/poor - management permitted loss of someRD$35, 000 in 1971 through misuse of loan funds for pignoration ofrice 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 Juan
 

Location: Rio San Juan
 

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 

Administration: 
 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. 

Warehou'sing 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 Experienre L-020: Good -- only loan matured was paid in full. 

Cooperative (10)
 

Name: Santa Cruz 

Location: San Jos' de Ocoa 

Members: 800
 

Administration: Average -- receives peace 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 IDECOOP. 

Warehousing Capacity: 14,400 cwt. 

Loan Experience L-020: 
other small loan set up 

Five loans matured, four paid 
as a workout over two years. 

in full. 
Weather 

The 

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 Farfgn
 

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 R'os, 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: Gua ranico 

Location. Puerto Plata
 

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.
 



Coo P,-rat i'o (17) 

- -Name. Desarro1-de-Jarabacoa---7---

~~Location: Jarnbacoa~'-~ 
 7 

~~~"~Members: 297 ~ 

Administration: Average -- new (2 yeas coopelrative eev&-

Peace Corps assistance.. ~4
 

Warehousing Capacity: 3,100 cwt.
 

LoanExperience L-020: Very go~od. One loan --- paid as agreed but <
 

Cooperative '(18) 
44 

Name: TPaliar Grande
 
Location: 'Altamira 
 *<V~4 

Members~: 600 -,.~4 
*4~ 

Admini~t ration: Good -- roceivjes TDrCOOP and Ponceo '
 

WarhuigCpct:, ',800Ct p ny.aot,8 106t ''
 

o d~e 
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Cooperative (19) 

Name: El Roblegal
 

Location: Banl
 

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 Ellas Blondet
 

Location: Sabaneta de Yasica
 

Members: 280
 

Administration: 
 To new to rate. This is a savings and loan cooperative 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 PIRGRESS 
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.I.D."), by the Foreign Assistance
 
Act of 1961 ("Act"), as amended, and the Delegations of Authority

issued thereunder, I hereby authorize the establishment of a Loan 
("Loan") pursuant to Section 103 of the Act and in furtherance of 
the Alliance for Progress, to the Government -f the Dominican Re
public ("Borrower") 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 iroduction 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:
 

1.. 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 annum during the grace period, and 
three (3) percent thereafter on the disbursed balance of the Loan and 
unpaid interest. 

b. Goods, services (except for ocean shipping) and marina 
insurance financed under the Loan shall have their source and origin 
in the Dominican Rep,'blic or any country inclided in Code 941 of t1lc 
A.I.D. Geographic Code 6ook. Zarine insuranc± .av be financed unde:'r 
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the Loan )nly if it is obtained on a competitive basis and any claims
 
thereunder are payable in freely convertible currec;cies. Ocean
 
shipping financed under the Loan shall be procured in any country
 
included in Code 941 of the A.I.D. Geographic Code Book.
 

c. United States dollars utilized under the Loan to finance
 
local currency costs shall be made available pursuant to procedures
 
satisfactory to A.I.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 $5 0,000 per loan; and
 

(2) The Central Bank has established a discount rate
 
for agricultoral loans, which rate is lower than the discount rate
 
for comwerciil 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 
agencies to seek written A.I.I). 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. Borrower agrees to undettakn a systematic study of the
 
basic problems of land tenure and use in the Dominican rural sector
 
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.
 

Dinistator
 




